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ORDER INTAKE 2023

Order intake reaches new dimensions

High order intake in all three regions shows that GRAMMER once again achieved its

high standard in terms of customer satisfaction in 2023. These high orders

make us confident about our growth bring us even closer to our medium-term
target of generating EUR 2.5 billion in revenue in 2025

https://reports.grammer.com/annual-report/2023.
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The high level of order intake achieved shows that we once again met
our high standards in terms of customer satisfaction in 2023. They
reflect the vehicle manufacturers’ confidence in our products and

underline the progress of our global initiatives to improve
quality and delivery reliability.

Jens Ohlenschldger — Spokesman of the Executive Board (CEQ)
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LETTER FROM THE
EXECUTIVE BOARD o -
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Ayear ago we presented our “5 for 5 in 25” medium-term strat-
egy and our five fields of action. Today we are pleased to report
further progress in our “profitable growth” objective. Revenue
increased significantly in 2023 and operating earnings also
improved, albeit not as much as we had anticipated at the start
of the financial year.

The high level of order intake last year also makes us con-
fident about our growth. At EUR 2.69 billion, a new record
was set here, bringing us even closer to our medium-term
target of EUR 2.5 billion in revenue in 2025. This exceptionally
high order intake was driven by our customer focus, one of the
fields of action in the medium-term strategy. A consistent focus
on customer needs and requirements in a constantly changing
industry, innovative product quality, high delivery reliability,
flexibility and open communication behavior form the foundation
of our success in terms of customer satisfaction. High order
intake in all three regions, including from emerging Chinese
new energy vehicles (NEV) manufacturers, shows that we once
againachieved our high standardin terms of customer satisfac-
tionin 2023. These orders reflect vehicle manufacturers’ trust
in our products and underscore the progress we have made
with our global initiatives to improve quality and delivery reli-
ability. Under the tagline “Order intake reaches new dimen-
sions”, we prepared regional initiatives and drivers of strong
customer demand in digital format at the same time as publishing
our annual report and presented them to stakeholders in our
online report.

GRAMMER

Significant revenue growth and improved but still

lower than expected earnings performance

“Top 10 measures” program initiated

Business performance in 2023 was dominated by ongoing mac-
roeconomic and industry-specific uncertainties. Nonetheless,
the GRAMMER Group considerably increased Group revenue year-
on-year and is on track to achieve its medium-term revenue tar-
get. Revenue improved on the back of strong business growth
in the APAC region in particular, although the EMEA region also
saw a further increase in revenue. Both product areas also con-
tributedtotherevenue upturn. GRAMMER did not achieveits oper-
ating earnings targets for last year as planned. Although oper-
ating EBIT improved by 60%o year-on-year, the original aim
was to double earnings. This was due to volume mix effects,
higher costs in connection with volatile capacity utilization at
plants, foreign exchange losses, and the sharp rise in personnel
expenses. In addition, efficiency and cost reduction measures
- primarilyinthe AMERICAS region - have not yet had the intended
effect.

In response to the lower than expected profitability and the
emerging slowdown in business development, particularly in
Europe, the ,Top 10 Measures” program was initiated at the
beginning of the year. It mainly comprises measurestoincrease
profitability in the EMEA region and to reduce costs in the glo-
bal product development organization, sales and general
administration. In addition, our main focus is on turning around
the AMERICAS region and on further optimization of earnings,

Jens Ohlenschldger

Spokesman of the Executive Board
(CEO)
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Jurate Keblyte

Chief Financial Officer (CFO)

such as the discontinuation or renegotiation of loss-making
projects. The ,TOP 10 measures” will lay the foundations for a
sustainable improvementin our earnings situationin 2024 and
beyond.

Total GRAMMER Group revenue in the 2023 financial year came
to EUR 2,304.9 million, up 6.8%o on the previous year.

The Commercial Vehicles product area achieved revenue growth
of 4.09%0, while the Automotive product arearecorded anincrease
of 8.3% comparedtothe previous year. Operating EBIT rose from
EUR 35.5 millionto EUR 56.8 million. The year-on-year increase in
earningsis attributable in particular to the more stable business
developmentinthe APAC region. In addition, the passing on of the
inflation-related cost increases once again impacted earnings.

Good performance in APAC and EMEA regions, AMERICAS still
impacted by non-recurring expenses and lower volume growth
Revenueinthe APAC region grew by 24.79/o to EUR 532.3 million.
As well as the base effect from the weaker prior-year period
the new plantin Hefei, which supplies one of the most success-
ful Chinese NEV manufacturers, contributed to the revenue
increase. Operating EBIT inthe regionrose disproportionately to
EUR 62.5 million.

The EMEA region also developed positively, generating revenue
of EUR1,2109 million (up 7.0%0). Operating EBIT inthe EMEA region
also rose to EUR 64.2 million (2022: EUR 60.0 million).

In the AMERICAS region, revenue in the 2023 financial year
was at EUR 622.0 million and again fell short of expectations.
Operating EBIT also improved only slightly to EUR -42.7 million.
The targeted volume growth at existing and new customers
failed to materialize. In addition, one-off effects from plant
closures, costly machine transfers, product ramp-ups and the
start-up of a new paint line in Mexico weighed on earnings.

GRAMMER on track with its sustainability goals

GRAMMER continued to work hard on achieving its climate pro-
tection targets in the 2023 reporting year. We are well on track
for our aim of reducing Scope 1and 2 CO, emissions by 25%%o by
2025. In 2023, a reduction of 2.0% compared to the absolute
values of the previous year and 8.0%b in relation to revenue was
achieved. A reduction of 5090 is to be achieved by 2030.

A team of specialists is working with great success on the use
of materials that reduce CO, emissions while meeting all func-
tional specifications and customer weight requirements.



The early involvement of suppliers in our sustainability strategy
enabled a smooth adoption of the Lieferkettensorgfaltspflich-
tengesetz (German Supply Chain Due Diligence Act), which came
into effect on January 1, 2023.

The positive results of our sustainability initiatives have
also translated into higher ratings from ratings agencies: Our
EcoVadis rating improved from 56 to 58 points (max. 100 points)
lost year. GRAMMER received a grade B rating from the Carbon
Disclosure Project (CDP) for climate protection, with its water
security rating improving from C to B-.

Overall, 2023 was a year of ups and downs for GRAMMER. Onthe
positive side, order intake was high, securing sales growth,
while profitability still fell short of our own expectations. The
earnings situation shouldimprove sustainably inthe current year
2024 in order to achieve the target margin of 5%o for operating
EBIT by 2025.Todo so, we are relying chiefly on corporate culture
and the dedication of GRAMMER’s team, which once again
demonstrated great commitmentinthe face of consistently chal-
lenging market conditions last year. We would like to sincerely

GRAMMER

thank all of our employees for this, as well as our business part-
ners, customers and shareholders for the trust they have placed
inusinsuch challenging times. Let us work together to strengthen
GRAMMER as we move forward into a sustainable and success-
ful future.

Warm regards,

Jens Ohlenschldger Jurate Keblyte

The Executive Board of GRAMMER Aktiengesellschaft
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Company profile

GRAMMER AG, which has its head
office in Ursensollen, operates in two
business segments: GRAMMER devel-
ops and produces high-quality interior
and operating systems andinnovative
thermoplastic components for the
global automotive industry. GRAMMER
is a full service provider of driver and
passenger seats for trucks, buses,
trains and offroad vehicles. At pres-
ent, GRAMMER AG has about 14,200
employees in 19 countries around the
world. Its revenue in 2023 was about
EUR 2.3 billion. GRAMMER shares are
listedinthe Prime Standard and traded
on the Munich and Frankfurt stock
exchanges as well as via the Xetra
electronic trading platform.

Employees by region'
Annual average

AMERICAS:
4,652

APAC:
1,535

14,241
EMEA:

7,641

! Onaverage, 413 people were employed in
Central Services.

Revenue by quarter

Revenue by region?
EURmM

AMERICAS:
622.0

APAC:
532.3

2,304.9

EMEA:
1,2109

2 The consolidation effect of revenue between the
regions amounts to EUR 60.3 million.

EURmM
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GRAMMER share

#2023 was a year of challenging market
conditions for GRAMMER AG. Despite significant
signs of recovery in the first half of the year,
earnings performance was lower than expected
in the rest of the year and in the fourth quarter
especially. We are addressing these challenges
by ensuring highly agile operating management
while at the same time remaining focused on
our medium-term goals to create long-term
added value for our shareholders.”

Jurate Keblyte, CFO

Trends on German stock markets

Significant recovery despite ongoing challenges

After the major challenges of the previous year, triggered in par-
ticular by the warin Ukraing, the German benchmark index opened
the trading on January 2, 2023, at 13,993 points. However, this
level also marked the low for the year. As worries over interest
rates and a recession eased, the start of the year saw a signifi-

GRAMMER

Share price development 2023 - GRAMMER vs German share indices

in %o

160
150
140
130
120
110
100
90
80
70

Jan Feb Mar Apr

Index January 2, 2023 = 1000

—— GRAMMER AG DAX

May Jun

SDAX Performance Index

Jul Aug Sep Oct Nov Dec

DAXsector Automobile (Performance)

cantupwardtrend, although this has since been negatively influ-
enced by turbulenceinthe banking sector. The DAXrose to15,629
points by the end of March. Expectations of less dramatic inter-
estrate changes by central banks provided additional lift as the
year wenton. Thus, inthe middle of June, the US Federal Reserve
announced an interest rate pause after ten consecutive rate
hikes. The ECB said that it would give more consideration to the
economy whenmakinginterestrate decisionsin the future. While
the DAX rose to 16,148 points by the end of the first half of the
year, there was then a resurgence in concern over the flagging
globaleconomy and, inparticular, the situationinthe Middle East,
driving the German benchmark index downto14,810 points at the
end of October. Meanwhile, optimistic US and euro area inflation
figures, in addition to the prospect of interest rate cuts in 2024,

led to a rally at the end of the year. The DAX peaked at 17,003
points on December 14 and closed the year on December 29,
2023 at 16,752 points, up 19.7%o on its opening price.

GRAMMER share price performance affected by volatile economic
environment

The performance of GRAMMER’s shares was characterized by
significant signs of recovery in the first half of 2023, though the
consistently poor economic performance, in particular for auto-
motive and commercial vehicle suppliers, had a noticeable neg-
ative impact. The shares closed at EUR 10.55 on December 30,
2022. On January 2, 2023, they opened trading at EUR 10.70,
rising to EUR12.50 by the end of January. The confirmation of the
outlook for the 2022 financial year and the announcement of



significant earnings improvements in the 2023 financial year on
February 13 buoyed the share price further to EUR 14.25. This
upward trend continued following the release of 2022 earnings
figures at the end of March and a strong first quarter that was
well abovethe previous year’slevel. As aresult, GRAMMER’s share
price peaked at EUR17.60 on May 2 before declining againto EUR
12.40 in mid-July. Earnings for the second quarter were once
again far higher thanin the previous year, which drove the share
price to EUR16.00 as at July 26. GRAMMER AG’s earnings perfor-
mance in the third quarter was down on the previous year but
confirmed the outlook for the year as a whole. The share price
declined sharply to EUR 1110 by October 31. In view of the slower
turnaround in the AMERICAS region, volatile capacity utilization
atplants, higher personnel expenses and outstanding customer
compensation for inflation, GRAMMER AG issued an ad hoc dis-
closurein December 2023 stating thatit wasrevising its guidance
with lower operating earnings. The share price declined again
towards the end of the year as a result. GRAMMER AG’s shares
closedthe final trading day of 2023 at EUR10.90, up 19%o on their
opening price. The benchmark SDAX index gained 16.5%b over
the same period, with the DAXsector Automobile sub-index also
rising by 109%.

GRAMMER

Key figures for the GRAMMER share 2019 to 2023

2019 2020 2021 2022 2023
Earnings per share (in EUR) 356 -5.10 0.08 -5.26 012
Year-end share price
(Xetra, in EUR) 3195 1990 1795 10.55 1090
High for the year (in EUR) 30.20 33.30 27.80 1045 17.60
Low for the year (in EUR) 2790 12.60 17.20 792 10.15
Dividend (in EUR) 0.00 0.00 0.00 0.00 0.00!
Number of shares 12,607,121 15,237,922 15,237,922 15,237,922 15,237,922
Market capitalization (in EUR m) 402.8 3032 2735 160.8 166.1

'With the extension of the syndicated loan by a KfW loan and the early extensionin June 2022. the dividend will be suspended during the term of the third tranche

until 2025.

GRAMMER basic share data

GRAMMER AG’s share capital totaled EUR 39,009,080.32 as of
December 31, 2023, divided into 15,237,022 bearer shares with
a notional value of EUR 2.56 per share. The Company holds
330,050 of these shares. GRAMMER’s shares are traded on the
Frankfurt and Munich stock exchanges, on the Xetra electronic
trading system and in over-the-counter trading at the Stuttgart,
Berlin and Hamburg stock exchanges.

GRAMMER continues to suspend dividend

GRAMMER AGimplemented various financing measures to widen
its financial scope in 2020 in view of the difficulty of estimating
theimpact of the COVID-19 pandemic onits business performance.
One of these precautionary measures was to expand the syndi-
cated loan agreement to include a EUR 235.0 million tranche Cin
August 2020. This was extended early inthe 2022 financial year
until February 10, 2025, further securing GRAMMER's liquidity
eveninthe currently challenging economic environment. In addi-
tionto GRAMMER's core banks, KfW Bankengruppeis alsoinvolved
inthis tranche as a direct lender. Consequently, the existing div-
idend suspension, whichis part of KfW’s program conditions, will
also continue until February 10, 2025.

1



Financial communication and Annual General Meeting

As a company listed in the Prime Standard of the German Stock
Exchange, GRAMMER AG is subject to extensive transparency
and disclosure requirements. The aim of investor relations work
is to process and present current and future developments at
the GRAMMER Group transparently for all stakeholders. In 2023,
GRAMMER AG’s Executive Board and IR team continued to main-
tain anintensive dialog with the capital market, providing regular
and comprehensive information on the Company’s current busi-
ness performance. As usual, telephone conferences were held
each quarter at the same time as the publication of annual and
quarterly figures. Detailed information on GRAMMER'’s shares is
available at https://www.grammer.com/en/investor-relations.html
whererecent financial news and reports as well as presentations
and recordings of the conference calls are also published. After
three virtual GRAMMER AG annual general meetings on account
of the COVID-19 pandemic, the 2023 Annual General Meeting was
held in person again. A number of questions were answered as
part of the event. In total, more than 86%o of the voting share
capital was represented at the Annual General Meeting on May
10, 2023. The shareholders accepted all the proposals by the
Executive Board and Supervisory Board. All items of the agenda
were approved with large majorities.

GRAMMER

Shareholder structure

There were no changes to shareholder structure in 2023 com-
pared to the previous year. With a shareholding of 86.20%%o, Jiye
Auto Parts GmbH is still the main shareholder of GRAMMER AG.
The diagram below only shows shareholders who hold more than
390 of GRAMMER shares. It alsoindicates the number of treasury
shares held. The current shareholder structure and voting rights
announcements are also disclosedinthe Investor Relations sec-
tion of GRAMMER AG'’s website.

Shareholder structure

in %o

as of December 31,2023

Own shares:
2.17

Free Float:
1.63

JIYE AUTO PARTS GMBH:
86.20
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Group Management Report 2023, GRAMMER Aktiengesellschaft, Ursensollen

References

Contents of websitesreferred tointhe Group managementreport
are not part of the Group management report but merely serve
as a source of further information. This does not apply to the
corporate governance declaration pursuant to section 315d in
connection with section 289f HGB (German Commercial Code)
and the declaration of conformity with the German Corporate
Governance Code (section 161 AktG (German Stock Corpor-
ation Act)), which are available on the Company’s website at
https://www.grammer.com/en/investor-relations/corporate-
governance/. In addition, the combined separate non-financial
report pursuant to sections 289b (3) and 315b (3) HGB is pub-
lished onthe Company’s website at https://www.grammer.com/en/
company/sustainability-social-responsibility/ no later than four
months after the reporting date.

Forward-looking statements

This Group management report contains forward-looking state-
ments based on current assumptions and estimates made by
GRAMMER’s management of future trends. Such statements
refer to periodsinthe future or are characterized by terms such
as “expect”, “predict”, “intend”, “forecast”, “plan”, “estimate”,
“anticipate”, or similar terms. Such statements are subject to
risks and uncertainties which GRAMMER can neither estimate
nor influence with any precision, e.g. future market conditions
and the macroeconomic environment, the behavior of other
market participants, the successfulintegration of newly acquired
companies, and the materialization of expected synergistic ben-
efits and government actions. If any of these or other uncertain-
ties orimponderables were to occur or if any of the assumptions
onwhich these statements are based prove to be incorrect, the
actual results could differ materially from the results expressed

GRAMMER

orimplied in these statements. GRAMMER neither intends nor is
under any obligation to update any forward-looking statements
inthelight of any changes occurring after the publication of this
document.

Rounding differencesinthe disclosures containedinthe consol-
idated financial statements are possible.

11 Business model

The GRAMMER Group is a global company that operates in the
three regions AMERICAS, APAC and EMEA in two business seg-
ments: GRAMMER is a full service provider of driver and passen-
ger seats for trucks, buses, trains and offroad vehicles (con-
struction machinery, forklifts and tractors). The Group develops
driver and passenger seats for trucks and driver seats for offroad
vehicles and supplies these directly to commercial vehicle OEMs
andinspare-parts business as part of aftersales. The Group also
develops and manufactures driver and passenger seats for bus
and railway vehicle OEMs.

GRAMMER develops and produces high-quality interior and oper-
ating systems, innovative thermoplastic components and head-
rests, armrests and center console systems for the global auto-
motive industry. GRAMMER’s customers are automotive
manufacturers and their Tier 1suppliers.

GRAMMER Group
Revenue (FY 2023): EUR 2,304.9 m
Employees (FY 2023): 0 14,241

AMERICAS EMEA APAC
Revenue: Revenue: Revenue:
EUR 6220 m EUR1,2109 m EUR 5323 m
Employees: Employees: Employees:
0 4,652 07,641 01,535

The consolidation effect of the revenue generated within the Group
between the regions amounted to EUR 60.3 million in the reporting year.
On average, 413 people were employed in Central Services in 2023.

1.2  Corporate structure

GRAMMER Aktiengesellschaft (GRAMMER AG for short), head-
quartered in Ursensollen, is the parent company of GRAMMER
Group and is managed by two members of the Executive Board.
It acts as an operating holding company in which the Executive
Board members and the business-relevant Group departments
are based. The Executive Board team is assisted by the Execu-
tive Committee, which meetsregularly. The Executive Committee
comprises the members of the Executive Board and the heads
of key core business areas and forms the Company’s highest
operating management body.

Responsibility for operating business is delegated on a decen-
tralized basis to the three regions EMEA (Europe, Middle East and
Africa), AMERICAS (North, South and Central America) and APAC
(Asia-Pacific). This organizational structure ensures that the Com-
pany can respond quickly and flexibly to changing customer
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https://www.grammer.com/en/investor-relations/corporate-governance/
https://www.grammer.com/en/company/sustainability-social-responsibility/
https://www.grammer.com/en/company/sustainability-social-responsibility/

needs and make operational decisions on a local basis. The
regions are also responsible for the respective income state-
ments, statements of financial position as wellas cashflows. The
regions are the GRAMMER Group’s reportable operating segments.
The two business areas, Automotive and Commercial Vehicles,
consist primarily of sales functions and are responsible for the
further development and implementation of the global market,
customer and product strategy. The global functions (Group
areas) primarily perform support and governance tasks by pro-
viding systems, standards and guidelines as well as defined ser-
vices, e.g. in the area of research and development, to provide
guidance and act as a sparring partner for operational improve-
ment.

GRAMMER operates 44 production and logistics sites worldwide,
which assemble and distribute high-quality products for the
global vehicle industry with varying degrees of vertical integra-
tion: 21 are located in EMEA, 11in APAC and 12 production and
logistics sites are in the AMERICAS region.

Production and logistics sites

AMERICAS

%@g &
A0S
5

In addition to the parent company GRAMMER AG, the Group
includes 41 fully consolidated companies as well as two joint
ventures accounted for using the equity method (see also Note

EMEA

APAC

GRAMMER

3”Scope of consolidation”inthe notes to the consolidated finan-
cial statements). GRAMMER is active in 19 countries worldwide.

GRAMMER’s shares are traded onthe Frankfurt and Munich stock
exchanges, on the Xetra electronic trading system and in over-
the-counter trading at the Stuttgart, Berlin and Hamburg stock
exchanges. OnDecember 31,2023, the share capital of GRAMMER
AG totaled approximately EUR 39.0 million, divided into 15,237,922
bearer shares. Of this, the Company holds 330,050 of its own
shares.Own shares account for 2.17%. The majority of the shares
issued (86.209%0) are held by Jiye Auto Parts GmbH, Frankfurt am
Main. The free float currently stands at around 11.63%o. Effective
October 8, 2019, the majority shareholder Jiye Auto Parts GmbH
became an indirect subsidiary of Ningbo Jifeng Auto Parts Co.
Ltd., Ningbo-City, Ching, following a change in its parent compa-
ny’s shareholder structure. Accordingly, the GRAMMER Group has
been fully consolidated within the Ningbo Jifeng Group since that
date.

1.3  Corporate strategy and management

Electric vehicles and digitalization, a growing global population
and increasing urbanization, sustainability and climate change
- current megatrends are changing people’s lives more rapidly
and fundamentally than ever before. GRAMMER helps vehicle man-
ufacturers and mobility providers around the world successfully
tackle the challenges these megatrends entail. The Company
aims to be the world’s leading provider of seating solutions for
commercial vehicles and interior solutions for the automotive
industry. GRAMMER products set the bar when it comes to ergo-
nomics, comfort and safety. Customers and partners in the OEM
andreplacement parts business view GRAMMER as aninnovation
and quality leader and value the outstanding supportthey receive.

2025 medium-term strategy

GRAMMER’s medium-term strategy is designed to keep pace with
the needs of its customers and the rapid changes in the sector.
GRAMMER has five focus areas that will help it to achieve an oper-
ating EBIT margin of more than 5%o by 2025. Profitable growth to

secure the Group’s future is at the heart of the 2025 roadmap.
As wellasimproving the operating EBIT margin, the aimisto grow
revenue to EUR 2.5 billion by 2025. This growth will be driven by
allregions, withthe Automotive product area accounting for about
6090 and the Commercial Vehicles product area for 40%%o. The
most important levers here are optimizing GRAMMER’s global
presence and achieving along-term turnaround in AMERICAS.

As part of its customer focus objective, the Company is aiming
to optimize product quality with the goal of minimizing error rates
(target: PPM = 0) and achieving 100%o delivery reliability. This will
be achieved through a global quality initiative and by streamlin-
ing the product development process. To further safeguard its
competitive position, the major focal areas at GRAMMER also
include innovation and digitalization. GRAMMER has a stronginno-
vation pipeline in both the automative and commercial vehicle
lines. With its Mayflower digitalization project, GRAMMER aims to
become the most advanced seating manufacturer inthe indus-
try worldwide, with the best possible efficiency and quality
despite high complexity and variance. The introduction of prod-
uctlifecycle management will reduce product development and
project times. This is crucial to achieving a R&D product conver-
sionrate (share of revenue generated by new products compared
to share of R&D spending) of greater than 5, i.e. revenue from
own innovations is at least five times higher than the sums
invested in these products. Details on GRAMMER’s research and
developmentinitiatives can be foundinthe “Research and devel-
opment” section.

However, only by making allbusiness processes sustainable can
we ensure a future worth living in. Reducing Group-wide Scope
1and Scope 2 CO, emissions by 25%%o is thus another key mile-
stone in our medium-term planning for 2025. The goal of a 5090
reduction in CO, emissions is to be achieved by 2030 under the
GreenCompany Initiative. Information on GRAMMER’s commitment
to sustainability can be found in the combined separate non-
financial report.



2025 medium-term strategy

Profitable Customer Sustain- Innovation & Employer
growth focus ability digitalization of choice
Revenue of Optimization of Reducing CO, R&D product Participation rate of
EUR 2.5 hillion product quality emissions conversion rate of more than 80% in
by 25%0 more than 5 (share of the WoW pulse
Operating EBIT Error rates (PPM) revenue generated survey
margin of more of 0 by new products

than 5% )
1009 delivery

reliability

Employees are also key to GRAMMER's success, and so the fifth
focus areais the Company’s reputation as an employer of choice.
The GRAMMER Way of Working (WoW] describes the company’s
unique culture. One aim of this culture is to provide an optimum
environment in which allemployees canreach their full potential
and make a real, satisfactory contribution through their work.
More information on the GRAMMER Way of Working can be found
inthe People at GRAMMER section and in the combined separate
non-financial report.

GRAMMER

compared to share of
R&D spending)

Management process system

The GRAMMER Group’s internal value-based management pro-
cess systemis primarily aligned to the key management indica-
tors revenue, earnings before interest and taxes (EBIT), operat-
ing earnings before interest and taxes (operating EBIT).

Since 2020, bothrevenue and operating EBIT have been defined
as the key managementindicators. These indicators were main-
tainedin2023. Operating EBITis defined as consolidated earnings
before interest and taxes, i.e. excluding income taxes, financial
income, financial expenses and other financial result, adjusted
for foreign exchange effects and specialitems (e.g. restructuring
expenses, expenses under change-of-control arrangements,
transaction costs from company acquisitions, special expenses
inconnection with shareholder matters and, since 2020, corona-
related protection and response measures). Operating EBIT is
not aperformanceindicator definedin accordance withthe Inter-
national Financial Reporting Standard (IFRS) in the version
endorsed by the EU. However, GRAMMER AG uses operating EBIT
for management purposes as it presents the GRAMMER Group’s

results of operations more transparently and in a more compa-
rable manner over time, irrespective of special factors that may
affect the assessment of the Company’s performance.

The Executive Board remuneration system was also revised in
2021. Net income, EBIT or EBT - an annual selection is made by
the Supervisory Board - as well as free cash flow (FCF) and
strategic and ESG targets, such as, in the reporting year, the
reduction of accident frequency, the reduction of CO, emissions
as well as succession planning and diversity, are defined as
short-term incentives (STI). A more detailed explanation of the
key non-financial performance indicators for GRAMMER AG can
be found in the remuneration report.

Components of long-termincentives (LTI arerelative total share-
holder return (TSR) compared to the SDAX and ROCE as generally
defined.

1.4  People at GRAMMER

GRAMMER owesits success asacompany inno small partto the
extensive expertise and dedication of its approximately 14,000
employees. With great personal commitment, the GRAMMER team
around the world develops and produces solutions and innova-
tions that make mobility safer, more comfortable, and more sus-
tainable for millions of people. The Company faces significant
challenges on adaily basis. The transformation of the automotive
sector, driven by current megatrends such as sustainability, auto-
mated driving and digitalization, demand adaptability in that
we must be able to make decisions and put these into practice
quickly to make the most of the opportunitiesthat present them-
selves. This is why GRAMMER creates space for new ideas and
for its employees’ personal development. In this context, we not
only facilitate collaborative working, we actively encourage it.
GRAMMER supports teamwork between its organizational units
and involves team members in important issues and deci-
sion-making processes as sources of expertise.



Breakdown of employees by region

as of December 31,2023

AMERICAS
4,580 33%%0

EMEA”
7,870156%0

APAC
1,596 [ 11%

* This includes 414 employees from Central Services.

Way of Working at GRAMMER: Collaboration on a new level
Since 2019, the letters “WoW” have been synonymous with a special
corporate culture at GRAMMER: the GRAMMER “Way of Working”.

Throughits Way of Working, GRAMMER has provided its employees
with a binding general framework for collaboration. After all, real
teamwork and the search for joint decisions for the best solutions
are the vital elements for sustainable and successful business. If
the premises of the WoW are taken to heart, GRAMMER will continue
to be successful in the rapidly changing vehicle sector and its
extremely challenging competitive environment moving forward.

The related WoW CODE creates a framework that describes the
principles of teamwaork at GRAMMER. The letter C stands for “Collab-
oration”, because constructive and solution-ariented cooperation
betweenallspecidlist areasis essential formastering complex chal-
lenges. 0 stands for “Openness’, because clarity is needed to solve
problems. Only then can “Drive” (D) and “Empowerment” (“E”) be
used to work on solutions for a world on the move.
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The WoW CODE and its four principles represent the pillars of the
culture. To make the cultural shift visible, ,Pulse surveys” are
conducted annually and the CODE Awards have been handed
outeach yearsince 2022. These areinternalawards for all GRAM-
MER employees worldwide, who excelin the four categories col-
laboration, openness, drive and empowerment. A winner is
selected for each of the four areas.

In 2023, work also continued on making it easier to apply the
WoW principles in daily work. As part of this, 60 employees from
all regions volunteered to be trained as internal WoW trainers
starting in January 2024 alongside their existing jobs.

Employee development and securing young talent

Ongoing employee training and further education is a central
pillar for GRAMMER. GRAMMER is committed to promating a culture
of learning and fostering future skills and expertise. Qualified and
motivated employees are essential building blocks for the Com-
pany’s success.

Cementing success also requires well-qualified young staff at
all sites. Accordingly, GRAMMER strategically designs its profes-
sionaltraininginline with technological advances. GRAMMER also
maintains a network of research partners to ensure that it
remains at the cutting edge of technology and research. For
example, it currently partners with Baden-Wurttemberg Cooper-
ative State University (DHBW), OTH Amberg-Weiden and OTH
Regensburg. This network, which is to be further expanded in
the future, also puts GRAMMER in a good pasition to recruit qual-
ified young staff.

Five trainers and numerous training officers at six German train-
ing sites ensure that more than 70 apprentices and 25 dual stu-
dents have the best possible start to their professional futures
andare prepared for future challenges as highly qualified employ-
ees.

Our commitment to employee development creates an environ-
ment where our employees canimprove their skillsbased onthe
ever-changing requirements of their environment, business pri-
orities and individual needs of everyone.

To provide optimal support and further training for junior staff
and managers, GRAMMER also offers them the opportunity to
participatein various corporate development programs. Geared
toward the participants’ career trajectory to date, the programs
are aimed at developing future managers largely from within
the Company’s own organization.

The newly designed programs integrate learning content and
exercises and support the WoW culture. The “Talent Circle” pro-
gram is designed for talented employees with the potential to
progress to senior positions andresponsibilities. The new “Way
of Leading” program is aimed at all managers and illustrates
different management styles using the effective management
model.

More information on securing young talent, employee develop-
ment and support and our targets in this area can be found in
our combined separate non-financial report.

A carefully considered remuneration system plays a key role at
GRAMMERin positioning itself as an attractive employer. We see
remuneration as a holistic system made up of various compo-
nents suchasthebase salary, performance-based components
and ancillary benefits.

GRAMMER is working on a Group-wide job evaluation system to
ensure that remuneration is in line with market conditions and
employee performance. This makes it possible to compare posi-
tions withinthe Company as a whole and within the market envi-
ronment using transparent criteria, ensuring fair salaries.



In addition to fixed remuneration in line with market rates, man-
agement employees also receive performance-based annual
additionalremuneration. Thisis based on the Company’s financial
success, the attainment of strategic company targets (ESG tar-
gets)andindividual performance. In doing so, GRAMMER ensures
that employees receive regular feedback on their performance
and that remuneration is transparent.

Outside of management, remuneration is determined onthe basis
of collective agreements and company and statutory regulations.
Theinclusion of social partnersinline withthe law ensures a high
degree of acceptance among employees.

Inaddition to fixed and performance-based remuneration, GRAM-
MER also offers its employees a wide range of individual, volun-
tary and social benefits as well as special allowances. Prime
examples of theseinclude the company pension scheme at sites
in Germany and comprehensive health insurance in the US and
China. GRAMMER also offers anumber of non-monetary benefits
suchas company catering, a company physician and other social
support services.

Diversity, equity, inclusion & belonging (DEIB)

GRAMMER's diverse workforce is also a source of creativity,
innovation and economic success. GRAMMER is a global com-
pany with locations and business partners around the world,
meaning that tolerance and mutual understanding are crucial.
GRAMMER strives to create an accepting work environment for
its employees that is free from prejudice. DEIBis part and parcel
of the corporate culture and, like the Way of Working philosophy,
is based on the fundamental values of trust and respect. It
ensures that the Company makes better decisions, retains
employees for the longer term and achieves a better customer
focus.For GRAMMER, diversity of people and personalitiesis one
of the Company’s main strengths.
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Holger Theiss, Senior Vice President Group Human Resources:
“At GRAMMER, we fundamentally believe that we make better
decisions and achieve better results when we apply diversity to
our thoughts and actions at the Company. Diversity makes us
more innovative, and this requires including all people with dif-
ferent perspectives, different experiences, different opinions
and different ways of working.”

By signing the Diversity Charter, GRAMMER officially committed
itself toupholding these values. The GRAMMER Code of Conduct
also includes a clear prohibition on non-discrimination and a
commitment to equal treatment.

Share of women in the workforce
as of December 31,2023

Female Male
AMERICAS 2,297 (509/0) 2,283 (6090)
EMEA (incl. CS) 3,505 (4590) 4,365 (5590)
APAC 447 (289o) 1,149 (7290)
GRAMMER Group 6,189 (449)0) 7,857 (569/0)

To foster diversity, GRAMMER continues to support the internal
global network of women, Ladies@GRAMMER, encouraging par-
ticipants to share their experiences and support each other.

More on DEIB@GRAMMER, targets, the Code of Conduct and the
Ladies@GRAMMER network can be found in our combined sepa-
rate non-financial report.

Occupational health and safety

Occupational health and safety is naturally the top priority at a
production company like GRAMMER. The goal is to avoid work
accidents andto actively help employeesto stay fitand effective.
GRAMMER hasimplemented various measures to ensure this. For
example, allmanagers at GRAMMER are regularly trained on and
aware of their responsibility whenit comes to occupationalhealth
and safety. The Company also has trained mental health first
responders. The MyLife@GRAMMER initiative advocates for a
healthy work-life balance. GRAMMER places significant value on
health, family andindividual flexibility for its employees, for exam-
ple through flexible working hours and an integrated nursery at
the site in Hardheim.

More on our approach to occupational health and safety can be
found in our combined separate non-financial report.



Total Total

December 31, December 31,

2023 2022

Number of employees global, total 14,046 14,174
EMEA (incl. CS) 7,870 7965

APAC 1,606 1,469

AMERICAS 4,580 4,740

Number of nationalities in Germany 59 54
Number of nationalities at GRAMMER AG 22 23
Share of employees working outside Germany % 79.36 79.17
Share of women in the workforce global, total %% 44.06 43.85
EMEA (incl. CS) % 4454 4398

APAC % 28.01 28.59

AMERICAS % 50.15 48.38

in Germany % 2397 23.34

Share of women in management positions at GRAMMER AG Top management % 16.70 17.60
Middle-Management %% 13.20 13.70

Share of (graded) managers outside Germany % 40.80 46.86
Number of apprentices in Germany 82 63
Share of part-time employees in Germany % 483 451
Share of employees younger than 30 % 17.14 1777
Share of employees 30 to 50 % 61.80 61.35
Share of employees older than 50 % 21.06 20.88
Average age global Years 41.33 4112
EMEA (incl. CS) Years 43.00 42.68

APAC Years 3743 3712

AMERICAS Years 39081 39.72

Average years of service global Years 8.14 8.04
EMEA (incl. CS) Years 1048 1041

APAC Years 511 511

AMERICAS Years 5.19 408

Average years of service in Germany 13.64 1335
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1.5 Research and development

RED strategy

Research and development (R&D)is a key element of the corpo-
rate strategy and is an important foundation for making GRAM-
MER more competitive. The strategy process results in specific
product strategies for the product areas with different require-
ments and focus pointsin the various regions. The RED strategy
is based on the vision of developing products that are system-
atically aligned with customer and end user requirements when
itcomes to reliability, performance and sustainability. GRAMMER
wants to be the preferred development partner for its interna-
tional customers in key markets, providing the R&D resources
needed on site.

In global engineering, GRAMMER works on the basis of a stream-
lined central structure and a strong regional structure. The global
network bundles issues such as product strategy, central ser-
vices, sustainability and technology management in a central
department for global responsibilities. GRAMMER had 14 R&D loca-
tions in 2023, five of which were in EMEA, four in AMERICAS and
fivein APAC. About 600 GRAMMER engineers and R&D employees
work there with the aim of continuously enhancing the sustain-
ability, ergonomics, safety, functionality, quality and aesthetics
of our products. GRAMMER continued to step upits R&D resources
in both product areas last year, especially in Ching, in order to
capitalize on the strong regional growth. Anew R&D location was
added in the Chinese city of Harbin. With its local presence on
the Chinese market, GRAMMER is aiming for closely interlocked,
regional cooperation with its global customers - from the first
stages of developmentright up tothe end product, taking account
of country-specific market requirements.



Research and development centers

AMERICAS

e
RSN
i; o)

Key areas of development

Thekey areas of development are based onthe product strategy
for the respective product area. These account for dominant
megatrends in the sector as well as customer surveys and the
ongoing development of the product portfolio. The megatrends
continue to focus on the transformative changes inthe automo-
tive industry, chiefly the new mobility, electric and hybrid drives
and connectivity. The megatrends of digitalization, urbanization
and the circular economy also continue to play a vital role in pro-
duct development. When it comes to sustainability, GRAMMER
supports its customers in complying with new regulations by
making its products more sustainable in terms of the materials
and processes used. For example, GRAMMER helps reduce vehi-
cles’ carbon emissions and fuel consumption by employing light-
weight construction solutions.

EMEA

APAC

Specifically, the key areas of development in all three regions
in the Automotive product area last year were customer pro-
jects - from acquisition to validated series production. Further-
more, qualitative and economic results optimization were
driven forward in the ongoing series. Inits innovation projects,
GRAMMER also focused on innovative console functionalities
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such as modular product standards for consoles with a focus
on sustainability and an ambitious carbon footprint, glass as
both a design and functional element, as well as the upgrade
of the entire vehicle interior. For the Commercial Vehicles prod-
uct areaq, alongside developing and testing customer-specific
projects in the onroad and offroad sectors, the focus was on
the further development of the seat platforms for the offroad,
the reduction of process variance in the offroad sector, the
further development of “Ubility One” for bus and rail transport,
and the series development of the weight-optimized seating
platforms for high-speed trains.

More efficient product development and production through
digitization

In order to meet future requirements in the markets and regions,
GRAMMER launched two digitalization projects.

The “PLM” (Product Lifecycle Management] project focuses on
the management of the entire product and process lifecycle. In
2021, work began on developing methods that optimally support
the integrative development of product and manufacturing pro-
cesses and automatically pass on the results and information
to all other systems and processes in the plant. The aim of this
novel approachistoreduce development times and significantly
improve data quality, ultimately resulting in increased quality.

Withincreased transparency, overall product development pro-
cesses such as concept development and acquisition, engi-
neering change and product and process planning are now
managed in one system, optimized and shortened. Based on
this, an integrated CO, assessment is already being imple-
mentedinto product and process planning to reduce the carbon
footprint of the products and production sustainably and at an
early stage.

The PLM digitalization project is thus a global project that is
being gradually introduced within the organizationin six-month

development cycles. Acorresponding roadmap has been devel-
oped. The target date for full implementation is 2027.

In addition to PLM, GRAMMER’s R&D activities in the past fiscal
year also focused on increasing its capacities, hardware and
software and expertise inthe area of innovative calculationmeth-
ods for global simulations. The aimis to increase the informative
value of the calculation models. It also invested in test facilities
and 3D printers to speed up development and reduce develop-
ment cycles.

Closely linked to PLM, the introduction of the GRAMMER Manu-
facturing Platform (MPG)is the second major digitalization project
to join forces in production. Thanks to the seamless integration
of various systems such as PLM and SAP, MPG ensures efficient
and precise production planning and management. Monitoring
machine actions, tracking parts using DMC codes and visualizing
tasks enableimproved traceability, quality assurance and work-
flow optimization, leading to an increase in productivity and a
reduction in errors and downtime.

The MPG digitalization project is also a global project that is
being successivelyintroducedinto the organizationin six-month
development cycles and will also support areas such as main-
tenance and operational tool management in the future. The
first productive use is planned for 2024, with full introduction
scheduled for 2027.

The prototype development for MPG is part of the AdaProQ
research project (“Adaptive process chains to increase produc-
tion quality and efficiency”, www.adaprog.de) funded by the Fed-
eralMinistry for Economic Affairs and Climate Protection (BMWK].
In addition to the MPG, the research project also developed the
first prototype for a production-related Al application and inves-
tigated initial approaches for the use of augmented reality inthe
plants.
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R&D expenses

Non-capitalized research and development expenses came to
EUR 80.5 million in 2023 (2022: EUR 86.9 million), representing
3.5%o of total revenue (2022: 4.0%0). In addition, development
costs of EUR 71 million (2022: EUR 7.1 million) were capitalized in
fixed assets.

Results of R&D work

GRAMMER started successful series production for numerous
development projectslast year and broughtinnovative products
tomarket. There were 1,977 Group-wide property rights (patents,
designs and utility models) pending and granted (2022: 2,054).

Significant projectsin the product areasin2023 are listed below:

GRAMMER’s development activities in the 2023 financial year
focused on the major projects MSG 297, S2900 and TGV. MSG
297 is a new high-performance suspension system that will
replace MSG 97inthe medium term and be the top range GRAM-
MER suspension system for the next two decades. For the first
time, the S2900 seat top features fully electric adjustment
options and comfort features such as an adjustable massage
system. The MSG 297 and S2900 components constitute a new
driver seat for agricultural and construction machinery that
GRAMMER first unveiled to the public at the 2023 Agritechnica
inHanover. The final development phase was completed in 2023
and the seat operation was adjusted to meet market demands.

The TGV is a seat for the French national railway company’s
new generation of high-speedtrains. The seat has a low weight
thanks to innovative lightweight magnesium pressure casting
technology and 3D-molded lightweight covers. Developmentin
2023 was dominated by significant process optimization to
ensure the reliable manufacturing of the complex product.
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Alongside these major projects, the MSG 115 and MSG 90.X seat
platforms for trucks were continuously enhanced in 2023 in
order to meet GRAMMER customers’increased comfort and cost
demands. The familiar modular concept of the offroad seats
was further refined and streamlined with the aim of reducing
variants, including process variance optimization. In pre-devel-
opment, progress is being made in offroad interior light, offroad
zero-gravity seats with pitch compensation, and cost-optimized
solo seat pans for turf applications.

Innovation in the Automotive product area in the 2023 financial
year focused on the further development of the traditional prod-
uct segments of center consoles, seat components and interior
components. GRAMMER also systematically pressed ahead with
modularization and standardization work for its products, the
materials used, the functions and the methods of digital devel-
opment. GRAMMER also developed modular and standardized
functional systems for headrests, significantly decreasing the
number of individual components and thus product costs. These
product standards can also be used in automated manufactur-
ing processes where manual upholstery was previously required.

GRAMMER is working on several pre-development projects for
center consoles. The focus is on finding solutions to new use
cases in connection with electrification, such as products that
allow users to relax or do work when stopping to charge. Ininte-
rior components, GRAMMERIis warking ontechnical solutions that
translate ambitious design visions into real products.

Sustainability now plays a key role in all product lines. In this
respect, GRAMMER provides solutions that not only meet ambi-
tious OEM specifications but go above and beyond them.

2.1 General economic conditions

2.1.1 Macroeconomic environment

Global economic development increasingly cooled off in 2023
and remained affected by global crises including the wars in
Ukraine and the Middle East. While supply chains largely recov-
ered fromthe disruption caused by the pandemic, other problems,
suchaslow globalindustrial production and areluctance toinvest
given the uncertainties surrounding future economic develop-
ment, came to the fore. In particular, the economy was held back
by the significant interest rate hikes imposed by central banks
to tackle inflation. Although global inflation declined slowly
throughout 2023, it remained at a high level. In its latest World
Economic Outlook dated January 2024, the International Mone-
tary Fund (IMF)thus anticipates modest global economic growth
of 319 in 2023, compared to 3.5%o in the previous year. Accord-
ing to the IMF, gross domestic product inindustrialized countries
rose by 1.6%0o, compared to 4190 in emerging markets.

According tothe IMF, the AMERICAS region showed stable devel-
opment despite the central bank’s continued restrictive mon-
etary policy. Turbulence in the US banking sector at the start of
the year was addressed successfully and the debt ceiling dis-
pute in the US was resolved. In addition, private consumer
spending and capital investment gradually picked up. The IMF
puts US economic growthin 2023 at 2.5%o. In Brazil and Mexico,
gross domestic product rose by 3.1% and 3.4%o respectively.

IN2023, adverse factors continued to dominate the EMEA region,
which has been hit hard by the war in Ukraine and the resulting
energy crisis. The economy was largely stagnant. The IMF cal-
culates that eurozone GDP rose by just 0.5%0 in 2023, with
Germany even seeing a decline of 0.3% .
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In APAC, China’s economy grew by 5.2%0, meaning that it just
about achieved the government’s growth target. However, the
upturn following the end of COVID-19 restrictions was short-lived,
with high debt levels in the real estate sector weighing particu-
larly heavily on growth rates across 2023 as a whole. In Japan,
GDP rose by 1990 last year according to the IMF.

2.1.2 Sector environment

Automotive production in 2023 compared
with the previous year

AMERICAS

=5

APAC

ﬁ

+8.1%

Production volumes in the automative industry continued to
improve in 2023. Overall, data from S&P Global Mability shows
that global production volumesincreased by 9.0%o in the report-
ing period. In absolute terms, global growthin 2023 amounted to
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approximately 7.4 million units. Further supply chain improve-
ments were the primary factor inthis positive development. China
also reported good production figures, with the extension of tax
breaks for new energy vehicles (NEV]until2027 having a positive
impact. Price reductions, stronger exports and fewer stop-start
effects were also key factors.

At 4.0 million units, APAC accounted for the majority of the growth
in units manufactured in the reporting period, corresponding to
year-on-year growth of 8.6%o. Growth in China came to 8.5%o or
2.2 million units. In addition to the effects already mentioned, the
recovery from the semiconductor shortage had a particularly
positiveimpactin APAC. Demand for electric vehiclesinthe region
picked upin particular. Productionin China consistently benefited
fromthe boominexport business and the decision to extend tax
breaks.

Although automotive production growth in percentage terms
was strongest in EMEA, rising by 11.0% or 2.0 million units, this
was lower than previously estimated by S&P Global Mobility. Sup-
ply shortages were resolved, but price reductions and individual
production stoppages were necessary given the ongoing decline
in the order backlog.

According to the S&P Global Mability data, AMERICAS saw year-
on-year growth of 8.1%o or 1.4 million units in the reporting period.
Supply chain problems are still ongoing in the region but are no
longer disrupting production. In addition, the UAW trade union
strike had less of an impact than originally expected.

Commercial vehicle production (trucks and buses) in 2023
compared with the previous year

A
%

In the commercial vehicles sector, S&P Global Mobility antici-
pates a 11.7% upturn in the global production volume in 2023
(+0.4 million units). As on the passenger car market, the recov-
ery of the recently strained supply chainsin particular encour-
aged growthintruck production. One effect of this development
is that - in contrast to the sharp rise in prices in 2022 - supply
and demand became more balanced in the reporting period as
against the previous year and consumer price inflation conse-
quently became less pronounced, which had a positive impact
on industrial material prices.

EMEA

APAC

ﬁ
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APAC saw productionincrease by 18.8%o0in 2023. The number of
units manufactured thus rose by around 0.31 million year-on-year.
Thisgrowthwas drivenin particular by China, where around 0.30
million units were manufactured - an increase of 34.5%o. This
primarily reflects therecovery after the restrictionsin connection
with China’s zero-COVID policy were lifted. Nonetheless, a base
effect from 2022 should also be noted, when production figures
reached a six-year low due to high inventories, inflation and the
pandemic.

InEMEA, S&P Global Mobility reported a 12.3%o rise in production
figures in 2023. The supply of semiconductors and cable har-
nesses enjoyed a particularimprovement compared to the weak
prior year. Orders were also high on the whole.

In AMERICAS, production figures declined by 3.2%o or 0.03 million
units year-on-year in 2023. While North America reported arise
of 8.0%o, the negative overall figure was mainly due to the 36.3%o
year-on-year declineintruck productionin South America, where
new emissions standards weighed heavily on manufacturersin
Brazil and Colombia.

According to PSR OE Link, the agricultural machinery industry
saw productiondecline by 6.0%0in2023. The lower volume chiefly
reflects uncertaintiesin Europe due tothe overalleconomic slow-
down. New emissions regulations also increased pressure and
pushed up prices.

PSR OE Link also reported a significant 6.2%o production decline
inthe global construction machinery sector. Again, the mainrea-
son for this was sustained weaknessin a difficult economic envi-
ronment. Geopolitical crises combined with rising inflation and
high interest rates put an end to the cautious signs of recovery.
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By contrast, the material handling industry again performed
well last year. This was mainly due to growing automationinthe
logisticsindustry, especially in Europe and the US. On the other
hand, Europe was pulled down by lower investment in e-com-
merce infrastructure compared to the previous year. According
to the most recent PSR OE Link forecast, production output
increased by 2.0% worldwide compared to the previous year.

PSR OE Link expects global production in the railway industry to
grow by an average of 6.0%o until 2028. With a share of 609,
the marketis dominated by China, where average growth of 4.6%0o
is forecast.

2.2 Significant events in 2023

Earnings up significantly on previous year but short of expec-
tations

Business performance in 2023 was dominated by ongoing mac-
roeconomic and industry-specific uncertainties. Due to higher
costs as a result of volatile plant capacity utilization, foreign
exchange losses and a continued sharp rise in personnel costs,
GRAMMER’s earnings performance fell well short of expectations.
Furthermore, progressin the efficiency and cost reduction mea-
sureswas not made as plannedlast year, especially in the AMER-
ICAS region. As aresult of these developments, GRAMMER failed
to achieveits full-year forecast for operating EBIT of around EUR
70 million. Nevertheless, at EUR 56.8 million, operating EBIT was
well above the previous year’s level. GRAMMER responded to the
lower than expected profitability by initiating the “Top 10 mea-
sures” programto help boost efficiency in2024. In addition, there
is aparticular focus on turning around the AMERICAS region and
on further cost reduction measures.

Order intake reaches new dimensions

To achieve the revenue and earnings targets set out in the medi-
um-term guidance, GRAMMER defined customer excellence as an
additional focus area. A consistent focus on customer needs and
requirements in its constantly changing sectors is at the heart of
GRAMMER's success. Order intake in 2023 shows that the Group
continued to meet its high standards in terms of customer satis-
faction in the reporting period. GRAMMER reported major suc-
cesses in order intake in all regions, reaching a new record high
of EUR 2.7 billion overall.

Performance by region

Revenue and earnings picked up inthe EMEA and APAC regions.
In EMEA, volume effects and the agreements already reached
with customersinthe previous year to pass oninflation-related
costincreases made a significant contribution to the develop-
ment of results. At the same time, challenging new launches
and supply chain disruption weighed on operating efficiency.

In APAC, the new plant in Hefei, which supplies a booming NEV
automotive manufacturer in Ching, contributed to the earnings
and revenue growth. Nevertheless, performance compared to
previous years varied greatly from quarter to quarter in APAC as
aresult of the lockdowns imposed in China in 2022. The P2P -
Path to Profitability - restructuring project played a key role in
AMERICAS in 2023. However, the measures introduced to stabi-
lize andimprove operating efficiency were delayed. The positive
effects from the restructuring thus fell short of expectations.

GRAMMER internal awards: WoW and CSR awards

The WoW CODE andits four principles of collaboration, openness,
drive and empowerment represent the pillars of GRAMMER'’s cor-
porate culture. To further drive the cultural shift and reward good
conduct, the GRAMMER WoW CODE awards were also handed out
in 2023. The WoW CODE awards are annual, internal awards for
all GRAMMER employees worldwide. They are presented in the
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categories of collaboration, openness, drive and empowerment.
Awinnerineach of the four categories is selected and acknow!-
edged withanaward. There was an overwhelming response with
129 nominations from all countries and regions (up 15%o on the
previous year), which reflects the remarkable commitment and
dedication of GRAMMER’s employees. Atotal of five awards were
actually presented in 2023: A Special WoW CODE award went to
the entire GRAMMER teamin China for their unparalleled commit-
ment during the COVID-19 lockdowns after they lived at plants to
keep production going.

The Corporate Social Responsibility (CSR) awards are internal
awards for locations that demonstrate a great commitment to
sustainability. With these awards, GRAMMER aims to highlight the
importance of sustainability and corporate responsibility and
acknowledge its employees’ work in this area. This year again
saw awards being presented in three categories: Environment,
Employees and Society.

GRAMMER and science: Outstanding basic research for the
GRAMMER seats of tomorrow

GRAMMER maintains a network of research partners to ensure
that it remains at the cutting edge of technology and research.
In this context, the 2023 Eurospine GRAMMER Award went to Dr.
Masoud Malakoutian and the team under Prof. Thomas Oxland
at the University of British Columbia in Vancouver, Canada. The
scientists discovered differences in muscle fibers that could
significantly impact strain on the spine. These insights provide
an important basis for future practical findings that will allow
GRAMMERto provide the optimal seating solutions to protectend
users’ spines.

GRAMMER

Furthermore, together with OTH Technical University of Applied
Sciences Amberg-Weiden, GRAMMER also hosted the fourthinter-
national Comfort Congress in Amberg. The conference focused
onresearch into comfort in a range of applications. As a recog-
nized expertin comfort and back health, GRAMMER representa-
tives discussed future comfort requirements inthe mobility sec-
tor with those attending the international event. These key
findings are constantly being integrated into GRAMMER's product
developmentand help GRAMMER to meet high customer demands
year after year.

GRAMMER named top employer

GRAMMER came in the top third in the Top Employers Institute’s
prestigious employer ranking. With a strong overall result, the
Company was named one of Germany’s top employersin 2023.
The Company was assessed in 20 areas, including its human
resources strategy, working environment, talent acquisition,
training, wellbeing, culture, diversity and integration.

Product innovations for the mobility of tomorrow

Innovationis of greatimportance to GRAMMER . Itis akey strategic
tool for further developing the Company. Having always placed
considerable importance on developing modern, forward-looking
products, GRAMMER is one of the leading companies inthe indus-
try, as the examples below demonstrate:

TheID.BuzzBox shows what new mability feels like inside a vehicle,
helping users of Volkswagen’s new electric all-rounder commercial
vehicle to flexibly design the (storage) space. The large storage
box can be unlocked at the touch of abutton and pasitioned where
itis needed or simply removed from the vehicle.

Intheinterior of the BMW 7 series, GRAMMER’s central armrests
help drivers and passengers relax in the spacious interior. De-
veloped in close collaboration with the BMW Group; it is a key
element of theinterior design and serves aesthetics and luxury
-notonly withregard to design, but alsointerms of its features
and operation.

For the HiPhi X electric SUV from Chinese manufacturer Human
Horizons, GRAMMER is supplying the center console for the
rear seat, allowing passengers to benefit from the develop-
ment know-how acquired by GRAMMER over many years as an
interior supplier for international top players in the automaotive
industry.

Comfort, ergonomics and intuitive operation - in the everyday
working lives of truck drivers these are essential requirements
forthe properties of the seat to staying fit and healthy inthe long
term. GRAMMER has addressed these features in the Roadtiger
retrofit seat, which is also available for the current TGX and TGA
truck model series from MAN.

The MSG 297/2900, a newly developed driver seat for agricul-
tural and construction machinery, is the first of its kind in the
world. Withits focus on cushioning and suspension, multi-level
climate control, massage function and dual-motion backrest,
the seat combines ahighlevel of health protection for the driver
with the comfort that customers are accustomed to from their
cars. GRAMMER provides a high level of modularity for manu-
facturers - alarge number of vehicle models can be equipped
with just a few variants and different customer requirements
can be met.
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GRAMMER exhibits outstanding product portfolio at major
trade fairs

In the reporting period, GRAMMER once again unveiled numer-
ous innovations atinternational trade fairs. The MSG 297/2900
was presented at this year’s Agritechnica in Hanover. The seat
is the result of the agricultural development expertise built up
by GRAMMER over the decades. This experience can also be
seenin the retrofit seats, with the Maximo and Compacto models
being exhibited at Agritechnica.

At North America’s largest construction equipment trade fair,
Conexpo, GRAMMER presented some of its highlights such as
ErgoPlus (the first six-way control pod carrier), an audio head-
restand other products thatimprove the interface betweenthe
vehicle, the seat and the user.

At ProMat 2023 in Chicago, the largest North American trade
fair for material handling and logistics, GRAMMER presented its
significantly expanded forklift product program. Debut highlights
included a haptic warning system, water-repellent upholstery
fabrics and other innovations that improve safety, durability
and user comfort in this demanding work environment.

GRAMMER

In Asia, center consoles, headrests, armrests and other interior
components for customers in China were exhibited at
AutoShanghai. Highlightsincluded new e-air vents and sustain-
able headrest concepts that could dramatically improve the
carbon footprint of this component. Japan’s most important
construction equipment trade fair, the Construction & Survey
Productivity Improvement Expo (CSPI), was the perfect platform
for GRAMMER to present its innovative seat solutions for after-
market and OEM customers in this key market.
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2.3 Overview of key figures and business performance

GRAMMER Group Key figures

EURmM
GRAMMER Group EMEA AMERICAS APAC
2023 2022 Change 2023 2022 Change 2023 2022 Change 2023 2022 Change
Revenue 2,3049 2,15688 146.1 1,2109 1,1314 70.5 622.0 672.5 -50.5 532.3 426.7 105.6
EBIT 420 -450 870 60.1 58.6 15 -50.6 -1258 75.2 61.2 470 142
39 -0.2 10.6 05
EBIT margin (%) 18 -2.1 %-points 50 52 %fo-points -8.1 -187 %-points 115 110 %-points
Operating EBIT 568 3565 213 64.2 60.0 4.2 -427 -48.3 56 625 485 140
09 00 03 03
Operating EBIT margin (%/o) 25 16 %o-points 53 53 Ofo-points -69 -72 %o-points 117 114 %o-points
Capital expenditure
(without financial assets) 971 Q1.0 6,1 40,2 36,0 4,2 17,1 19,7 -2,6 27,5 21,6 6,0
Employees (number, average) 14,241 14,044 197 7,641 7,429 212 4,652 4,724 -72 1,635 1,483 52

The consolidation effect of the revenue generated within the Group between the regions amounted to EUR 60.3 millionin the reporting year. On average, 413 people were employed in Central Services in 2023.

GRAMMER Group business performance

With economic development in the previous year hit hard by the
outbreak of war in Ukraine, the macroeconomic environment in
the reporting period continued to be shaped by the ongoing war
in eastern Europe and declining but still high inflation. The out-
break of war in the Middle East at the start of the fourth quarter
also further exacerbated the uncertain economic situation. As
aresult, last year saw weak and uneven growth, high prices for
commodities, materials and energy, rising wages and strained
supply chains, which also impacted GRAMMER’s operating per-
formance. Salesinthe automotive and commercial vehicle indus-
try relevant to GRAMMER fared well despite this, in part due to
the weak prior-year figures. Nevertheless, the high price pressure
was also feltin this area.

Despite this negative impact on business performance, the
GRAMMER Group reported a 6.8%o increase in revenue to EUR
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2,304.9 million in 2023. FX-adjusted revenue amounted to
EUR 2,3829 million. Thisincrease in revenue was chiefly thanks
to revenue growth in APAC, which was driven in particular by
series start-ups and ramp-ups with Chinese OEMs. However, the
region had also been significantly affected by COVID 19-related
lockdowns in the previous year.

GRAMMER Group earnings before interest and taxes (EBIT] in-
creased significantly to EUR 42.0 million in the reporting period
(2022: EUR -45.0 million). Earnings in the previous year were
heavily impacted by the impairment losses in AMERICAS that
were recognized on account of higher interest rates. GRAMMER
Group’s operating EBIT also rose considerably to EUR 56.8 million
(2022: EUR 35.5 million), resulting in an operating EBIT margin
of 2,590 (2022:1.6%90). The year-on-year increase in earnings is
attributableinparticular to the more stable business development
in APAC and good performance in EMEA. Operating earnings in

AMERICAS also improved but again fell short of expectations in
the reporting period at EUR -42.7 million (2022: EUR -48.3 million).
The expected volume growth at GRAMMER’s customers failed to
materialize. In addition, one-off effects from plant closures,
followed by expensive machine transfers, product ramp-ups and
the start-up of a new paint line in Mexico weighed on earnings.
As well as expenses for restructuring measures in AMERICAS of
EUR 4.1 million, operating EBIT was adjusted for negative currency
effects of EUR10.7 million.

Consolidated earnings after tax improved significantly to
EUR 3.4 million (2022: EUR -78.6 million). The prior-year figure was
also heavily impacted by impairment losses. Earnings per share
came to EUR 0.12 (2022: EUR -5.26). However, higher financial
expenses also weighed on the GRAMMER Group’s earnings after
tax. On the other hand, the passing on of the substantial infla-
tion-related costincreases (material, energy, transport and wage
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costs) that had already been agreed with customersin 2022 had
a positive effect on earnings.

Free cash flow in the 2023 financial year amounted to EUR 48.2
million (2022: EUR 31.3 million) and mainly resulted from an im-
provement in working capital items for raw materials and project
inventories. As planned, the GRAMMER Group increasedits invest-
ments to EUR 971 million (2022: EUR 91.0 million), with investment
activity directed towards production ramp-ups and projects to
digitalize core processes and systems and plant construction in
China in particular. Net debt declined to EUR 401.0 million as of
December 31,2023 (December 31, 2022: EUR 429.3 million).

GRAMMER had an average of 14,241 employees in 2023. The
number of employees worldwide thus increased compared to
the previous year (+197 employees).

2.4 Reconciliation of business performance in 2023 with the
outlook

Inits full-year forecast issued in mid-February 2023, GRAMMER
assumed that revenue would remain stable at EUR 2.2 billion
(2022: EUR 2.2 billion] due to continuing macroeconomic and
industry-specific uncertainties. Operating EBIT was expected to
double to around EUR 70 million compared to the 2022 financial
year (2022: EUR 35.5 million). However, GRAMMER'’s earnings in
the third and, in particular, fourth quarters of the financial year
were far lower than in the previous year on account of lower
inflation pass-through to customers and higher costsin connec-
tion with volatile capacity utilization at plants, foreign exchange
losses, and the further sharp rise in personnel expenses.
Accordingly, the guidance for the year as a whole was withdrawn
in December 2023. It was not possible to issue new earnings
guidance for the year as a whole because of ongoing customer
negotiations to offset inflation-linked cost increases at the time
the guidance was withdrawn. Overall, however, GRAMMER AG
expected operating EBIT to be significantly higher than in the
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previous year while retaining its revenue guidance of around
EUR 2.2 billion. Ultimately, revenue for 2023 amounted to
EUR 2,304.9 million, which was consistent with the original
revenue guidance. Operating EBIT amounted to EUR 56.8 million
and was therefore significantly higher than in the previous year
(+60.0%%0).

2.5 GRAMMER Group results of operations

2.5.1 GRAMMER Group revenue

GRAMMER Group revenue came to EUR 2,304.9 million in 2023,
thus exceeding the previous year by 6.8%0 (2022: EUR 2,158.8 mil-
lion). Revenue growth adjusted for currency effects was 10.4%.
This revenue upturn was driven chiefly by growth in EMEA and
APAC.In APAC, revenue inthe previous year was still significantly
impacted by COVID-19-related lockdowns, and the start-ups of
Chinese OEMsin particular also contributed to growth. Revenuein
AMERICAS was down on the previous year’s level.

Both product areas contributed to the revenue growth. Auto-
motive increased revenues by 8.3% to EUR 1,5605.5 million, with
Commercial Vehicles picking up by 4.0% to EUR 799.4 million.
Revenue in the Automotive product area includes income from
development services totaling EUR 116.8 million (2022: EUR 115.7
million). The expenses of supplies, tools and equipment until the
product reaches series production are allocated to this revenue.

GRAMMER Group revenue by quarter

EURM
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GRAMMER Group revenue (incl. FX-adjustment)

EURmM
2,158.8 2,3049 2,3829
2022 2023 2023
FX adj.
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2.5.2 Revenue in the regions

EMEA

EMEA generated revenue of EUR 1,2109 million in 2023 (2022:
EUR 1,131.4 million), representing a year-on-year upturn of 7.0%%o.
Adjusted for currency effects, revenue growth was 79%o. Thisrise
was driven primarily by revenue growth of 109%%o to EUR 644.6
million in the Automotive product area. The Commercial Vehicles
product area reported a 29%o upturninrevenue to EUR 566.3 mil-
lion. EMEA enjoyed a particularly strong first half of the year. How-
ever, poorer market conditions took atollonthe second halfin both
product areas as a result of seasonal factors, with supply chain
problems, partly due to flooding in Slovenia in the third quarter,
playing arole.

AMERICAS

AMERICAS generated revenue of EUR 622.0 million in 2023
(2022: EUR 672.5 million), representing a decline of 7.5%o. The
EUR 50.5 million reduction in revenue was attributable mainly
tothe Automotive product area, which saw a drop of EUR-35.0
million. Thiswasimpactedin particular by the premature expiry
of acustomer project, combined with a plant closure at GRAM-
MER, as well as the strikes at the plants of several US auto-
motive manufacturers. Revenue in the Commercial Vehicles
product area also decreased, primarily in Brazil. Adjusted for
currency effects, revenue in AMERICAS fell by 3.6%0 to EUR
648.2 million. Revenue in the Commercial Vehicles product
area declined by 11.4%o to EUR 1199 million, while Automotive
revenue increased by 6.5%o to EUR 502.1 million.

APAC

In the APAC region, revenue was up 24.7%o year-on-year at
EUR532.3 million (2022: EUR 426.7 million). Adjusted for currency
effects, revenueincreased by 35.0%0 to EUR 576.2 million. Inthe
Automotive product areq, revenue rose by 30.49o to EUR 378.7
million (2022: EUR 290.5 million). This was partly due to lower
customer call-offs as a result of COVID-19 shutdowns in China
and to global supply shortages for semiconductors in the
previous year. The new plant in Hefei, which supplies one of the
booming NEV automotive manufacturers, also contributed to
the strong revenue growth. In the APAC region, the Automotive
product area now generates more than 4009o of its revenue with
Chinese OEMs. Revenue in the Commercial Vehicles product
area rose by 12.8%o to EUR 153.6 million (2022: EUR 136.2 million)
but remained significantly behind expectations due to lower
demand from major OEMs as a result of the general slowdown
in the heavy-duty truck market.

EMEA revenue (incl. FX-adjustment)

AMERICAS revenue (incl. FX-adjustment)

APAC revenue (incl. FX-adjustment)

EURM EURmM EURM
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Revenue development by region and product area

EURmM
GRAMMER Group EMEA AMERICAS APAC
2023 2022 Change 2023 2022 Change 2023 2022 Change 2023 2022 Change
Automotive 1,56055 1,390.3 8.3% 644.6 5810 10.9%0 502.1 537.1 -6.5%0 3787 2905 30.4%
Commercial Vehicles 799.4 768.5 4.0%0 566.3 5504 2990 1109 1354 -11.4%0 1538.6 136.2 12.8%
Revenue 2,3049 2,158.8 6.8%0 1,210.9 1,1314 7.0%0 622.0 672.5 -17.5%o0 532.3 426.7 24.7%
The consolidation effect of the revenue generated within the Group between the regions amounted to EUR 60.3 million in the reporting year.
2.5.3 GRAMMER Group earnings Derivation of operating EBIT Operating EBIT of EUR 56.8 million (2022: EUR 35.5 million) and an
operating EBIT margin of 2.5%0 (2022: 1.6%0) were also signifi-
GRAMMER Group condensed statement of income EURM cantly higher than in the previous year (60.0% increase). As
EUR K 2023 2022 Change  well as negative currency effects of EUR 10.7 million (2022:
2023 2022 Change EBIT 420 -450 870 Pegotwe currer;cy eff?otstof FUR 02 m||||on]{ it X/asEslféjzzte?
Currency-translation or expenses for restructuring measures in 0
Revenue 2,304,888 2,158,791 146,097 effects 107 0.2 105 EUR 4.1 million. There were no directly attributable costs for
. corona-related protection and response measures in 2023,
Cost of sales -2,062,076 -2,018,284 -43,792 Costs for corond-re- compared to EUR 2.1 million in the previous year.
lated protection
Gross profit 242,812 140,507 102,305 and response 00 . o1 The cost of sales increased by EUR 43.8 million or 2.2%o to EUR
measures J . -2. . , o . o
Selling expenses 31,001 08,047 3,044 : 2,0(32.1 m||||on[2922.EUR 2,0183 m||||on]ATh|S|n(':reose is primar-
— - Impairment, losses ily the result of higher revenue. The gross margin rose to 10.5%o
Administrative on property, plant (2022: 6.5%). Sales expenses increased by EUR 3.1 million
expenses Eelagey 202213 11,772 and equipment and year-on-year to EUR 32.0 million (2022: EUR 289 million). As a
Other operating intangible assets 0.0 73.6 -73.6  percentage of revenug, they rose slightly to 1.4% (2022:1.3%).
income 21,683 45,672 -24,039 Expenses for Administrative expenses decreased to EUR 190.4 million (2022:
Earnings before restructuring EUR 202.2 million] due to the discontinuation of costs for coro-
interests and taxes measures 4.1 4.6 -05 na-related protection and response measures and the impair-
(EBIT) 42,013  -44,981 86,994 Operating EBIT 56.8 35.5 21.3 ment of intangible assets, including goodwill in the amount of
Financial result 32,836 17,783 _15,053 ' . EUR 39.4 million, recogmzedmthe prewogs year. Itol‘somcludes
: bet The GRAMMER Group recorded earnings before interest and  effects from the foreign currency valuation of receivables and
Earnings before taxes (EBIT) of EUR 42.0 million in 2023 (2022: EUR-45.0 million).  liabilities. While a loss of EUR 0.2 million was recorded in the
taxes iy -62,764 71,941 Earnings performance in the previous year was particularly — previous year, there was a loss of EUR 10.7 million in the 2023
Income taxes -5763  -15797 10,0384 adversely affected by the impairment losses of EUR-73.6 million  financial year. The personnel expense included in the above
Net profit/loss 3,414 -78,561 81,975 in AMERICAS that were recognized on account of higher interest  items increased to a total of EUR 533.7 million (2022: EUR 518.5
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rates. The full-year EBIT margin came to 1.8% in 2023 (2022:
-2.19%o0).

million] for business-related and inflation-related reasons. Onthe
other hand, the personnel expense ratio declined to 23.2%o
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(2022:24.090). Other operatingincome decreased substantially
from EUR 45.7 million in the previous year to EUR 21.6 million in
2023.The considerable year-on-year downturnis due to compen-
sation for non-recurring expenses and the reversal of provisions
in2022.

GRAMMER Group EBIT by quarter
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At EUR -32.8 million, the financial result was lower than the
previous year’s figure of EUR -17.8 million. This was essentially
due to higher financial expenses of EUR 42.6 million (2022:
EUR 289 million) in line with increased interest rates as well
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as the increase in the compounding of pension provisions.
The other financial result decreased to EUR 2.8 million (2022:
EUR 7.5 million). The performance of the US dollar in particular led
to exchange rate losses.

Earnings before taxes improved significantly from EUR -62.8 mil-
lion in 2022 to EUR 9.2 million in 2023. The impairment losses
described above were the reason for the extremely negative
earnings in the 2022 financial year. Tax expenses amounted
to EUR 5.8 million in the reporting period (2022: EUR 15.8 million).
This was due primarily to the non-recognition of deferred tax
assetsonloss carryforwards for the Tax Groupinthe USA, which
is why there was no offsetting.

Earnings after taxes also improved considerably from EUR -78.6
million in 2022 to EUR 3.4 million in 2023. Relative to revenue,
the return on earnings after taxes came to 0.1%0 (2022: -3.6%0).
Basic/diluted earnings per share are calculated by reference
to earnings after tax for the year adjusted for non-controlling
interests and shares attributable to lenders of hybrid loans and
amounted to EUR 0.12 in 2023, which was also up significantly
year-on-year (2022: EUR -5.26).

ROCGE for 2023 came to 6.8%0 (2022: 3.8%0). ROCE is the ratio of
the operating EBIT reported for the year in question to the aver-
age operating assets (average assets required for operations
less average liabilities required for operations) in the same year
and is expressed as a percentage.

2.5.4 Appropriation of profit

The appropriation of profit by the GRAMMER Group is based on
the retained profit/loss recorded in the financial statements of
GRAMMER AG, which are prepared in accordance with the German
Commercial Code. As of December 31,2023, GRAMMER AG posted
aretained loss of EUR 146.1 million (December 31, 2022: retained
loss of EUR 131.2 million). This includes the net loss for the year
of EUR 14.9 million (2022: net loss of EUR 56.3 million). Due to the
netloss of GRAMMER AG for the current financial year, there is no
dividend proposal. Furthermore, with the increase to the syndi-
cated loan in 2020, it was resolved to suspend the dividend

payment during the loan’s three-year term of the third tranche.
Against the backdrop of the challenging economic environment,
GRAMMER AG prematurely extended tranche C until February 10,
2025 in June 2022 and so the dividend suspension will also
remain in place until this date.

2.5.5 Earnings performance in the regions

EMEA

EBIT in EMEA, which includes the companies with the highest
revenue in the Group, rose to EUR 60.1 million in 2023 compared
to EUR 58.6 million in the previous year. Volume effects and the
agreements already reached with customersinthe previous year
to pass on inflation-related cost increases made a significant
contribution to this development. At the same time, earnings
were reduced by challenging new launches and higher person-
nel expenses as a result of inflation. The EBIT margin was
5.0%0 (2022: 5.2%0). Adjusted for negative currency effects of
EUR 4.1 million, operating EBIT increased to EUR 64.2 million
(2022: EUR 60.0 million). Accordingly, the operating EBIT margin
came to 5.3%o (2022: 5.390).

EMEA key figures
EURmM

2023 2022 Change
Revenue 1,2109 1,1314 79.5
EBIT 60.1 58.6 15
EBIT margin (%o) 50 52 -02%-points
Operating EBIT 64.2 60.0 42

Operating EBIT

margin (%) 53 53
Capital expenditure

(without financial

0.0%b-points

assets) 40.2 36.0 42
Employees
(number, average) 7,641 7,429 212
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APAC

EBIT in APAC climbed to EUR 61.2 million (2022: EUR 47.0 million).
Thisisessentially due to the 24.7%0 year-on-year revenue upturn.
The EBIT margin improved by 0.5 percentage points to 11.5%o
(2022:11.0%0). Operating EBIT also rose to EUR 62.5 million (2022:
EUR 48.5million). Accordingly, the operating EBIT marginimproved
by 0.3 percentage points year-on-year to 11.7% (2022: 11.4%0),
thanks chiefly to cost reduction measures. Operating EBIT was
adjusted by currency effects in the amount of EUR 1.3 million in
particular.

APAC key figures
EURmM

2023 2022 Change
Revenue 532.3 4267 105.6
EBIT 612 470 142
EBIT margin (%) 115 110  05%-points
Operating EBIT 625 485 140
Operating EBIT
margin (%o) 117 114 0.3%o-points
Capital expenditure
(without financial
assets) 275 215 6.0
Employees
(number, average) 1,535 1,483 52

AMERICAS

EBITin AMERICAS improved to EUR-50.6 million (2022:EUR -125.8
million) but again fell short of expectationsin the reporting period.
The previous year’sresultwas affectedin particular by animpair-
ment loss of EUR 73.6 million. In addition to lower volumes and
plant closures, this year’s result was negatively impacted by a
site relocation, the ramp-up of series production andthe start-up
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of a new paint line in Mexico. Overall, the result was burdened
by one-off expenses for restructuring measures amounting to
EUR4.1million. The EBIT marginimproved to -8.19%0 (2022:-18.7%).
Operating EBIT came to EUR -42.7 million (2022: EUR -48.3 million),
representing a margin of -6.9%o (2022: -7.2%0). Operating EBIT
was adjusted for negative currency effects in the amount of
EUR 39 million and costs for restructuring measures of EUR 41
million.

AMERICAS key figures

EURmM

2023 2022 Change
Revenue 6220 6725 -505
EBIT -50.6 -1258 75.2
EBIT margin (%0) -81 -187 10.6%0-points
Operating EBIT -42.7 -48.3 5.6
Operating EBIT
margin (%) -69 -72  03%o-points
Capital expenditure
(without financial
assets) 171 19.7 -2.6
Employees
(number, average) 4,652 4,724 -72

2.6 Financial position

2.6.1 Finance and liquidity management

Inimplementing its funding activities, GRAMMER Group attaches
importance totiming aspectsinitsinterest-rate structure. Short-
term drawdowns are based on floating rates, while medium to
long-termfunding generally involves fixed rates based on match-
ing maturities. Operating cash flows and the availability of ade-
quate external finance are managed centrally by Group Finance
except in cases where legislation in a specific local jurisdiction

limit the scope for doing this. As a general principle, the GRAMMER
Group aims for an investment grade rating and, in conjunction
with this, intends to achieve a balanced maturity structure with
adiversified portfolio of financing instruments in order to secure
its long-term liquidity. Group Finance handles worldwide payment
transactions and the administration of the cash pool in consul-
tation with the local companies. In this way, GRAMMER AG mon-
itors and safeguards the liquidity of its subsidiaries to the extent
that this is permissible and reasonable within the scope of legal
and economic possibilities. Interest rate and currency risks are
hedged centrally by means of customary derivative financial
instruments to manage financial risks.

In August 2020, the successful early refinancing and increase of
the syndicated loanrelaid the company’s financing base. Tranche
Ahas a volume of EUR 150.0 million with a five-year term. Tranche
B amounted to USD 80.0 million and was repaid as planned by
December 29,2022. In addition, the existing syndicated loanunder
the KfW program “Direct Participation for Syndicated Financing
(855)” was extended by an amendment agreement to include a
tranche C with a volume of EUR 235.0 million with a three-year
term. Against the backdrop of the challenging economic environ-
ment, in June 2022 GRAMMER AG prematurely extended tranche
C of the syndicated loan agreement until February 10, 2025

Furthermore, GRAMMER AG received an additional Tranche D of
EUR 31.5 million from selected core banks under the syndicated
loan agreement in 2022. This additional tranche D was utilized as
refinancing for amaturing borrower’snote loan of the same amount.
Itis partly repayable in installments until maturity on February 10,
2025. This secures Group’s liquidity, eveninthe difficult economic
environment at present. GRAMMER AG is currently in advanced
talks, particularly with regard to refinancing the syndicated loan
maturing in 2025. According to the company’s current assess-
ment, it can be assumed that the follow-up financing can most
likely be concluded. Financial covenants have also been agreed
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under loan agreements, mainly relating tothe twokey figureslever-
age and gearing. The financial covenants already adjusted in2020
for the periods up to December 31,2022, have been amended for
2022 and 2023. The original contractual conditions will come into
effect again as of the calculation date of December 31, 2023.

Inaddition to the syndicated loan, bilateral financing agreements,
medium-term bonded loans and long-term private placements
secure GRAMMER's financing. The syndicated loan agreement with
GRAMMERAG as sole borrower provides for theright of each lender
to demand early repayment in the event of a change of control. A
change of control withinthe meaning of this agreement occurs as
S00N as one person or several persons acting jointly acquire vot-
ing rights of at least 30%o in GRAMMER AG. This does not include
the direct or indirect acquisition of voting rights or control of the
borrower by direct or indirect subsidiaries of the Wang family
(Ningbo Jifeng).

Current and non-current financial liabilities
EURK

427,71 445,462 495,967 453,653

376,883

2019 2020 2021 2022 2023

GRAMMER

At EUR 453.7 million (December 31, 2022: EUR 456.0 million),
financial liabilities were virtually unchanged on the previous
year. Current financial liabilities declined to EUR 286.6 million
(December 31,2022: EUR 298.2 million). Within current finan-
cialliabilities, EUR16.5 million more was repaid than was newly
added or reclassified from non-current financial liabilities.
EUR 6.8 millionin non-current financial liabilities were reclas-
sified to current financial liabilities due to their maturity and
EUR 15.5 million were newly added.

Cash flow from operating activities increased by EUR 25.7 million
to EUR132.4 millionin 2023 (2022: EUR106.7 million). Thisimprove-
ment was due chiefly to significantly improved earnings before
taxes and much lower cash outflows from working capital com-
pared with the same period of the previous year.

At EUR -84.3 million in 2023, the cash outflow from investing
activities was higher thaninthe previous year (2022: EUR-75.4
million). Capital expenditure on property, plant and equipment
increased to EUR 75.6 million (2022: EUR 71.6 million), chiefly
reflecting capital expenditure for the ramp-up of new products
in the Automotive product area. Investments in intangible
assetsalsoroseto EUR 8.8 million (2022: EUR 7.8 million), result-
ing essentially from the ongoing development of the new seat
generations.

Financing activities generated a cash outflow of EUR -37.4 million
in 2023 (2022: EUR -419 million) which resulted from the re-
payment of financial liabilities and an increase in interest
payments. Consequently, the GRAMMER Group had liquidity of
EUR 131.0 million as of December 31, 2023 (December 31, 2022:
EUR 108.6 million). Bank overdrafts facilities utilized (including
current liabilities under factoring contracts) of EUR 79.6 million
(December 31,2022: EUR 73.0 million) must be deducted from this.
Accordingly, cash and cash equivalents stood at EUR 51.4 million
as of December 31,2023 (December 31, 2022: EUR 35.6 million).

Free cash flow

EURK 48,152

31,282
20,199

-5,662

-36,273

2019 2020 2021 2022 2023

The free cash flow is the total of cash flow from operating activities and cash flow from
investing activities.

2.6.2 Capital structure

Asof December 31,2023, the Company ‘s share capital amounted
to EUR 39,009,080.32 as in the previous year, divided into
15,237,022 shares with anominal value of EUR 2.56 per share. All
shares (with the exception of own shares) accord the samerights.
The shareholders have aright to payment of the approved divi-
dend and may exercise one vote for each share at the Annual
General Meeting.

By resolution of the Annual General Meeting on June 23, 2021,
the Executive Board was authorized, with the approval of the
Supervisory Board, to increase the Company’s share capital on
one or more 0ccasions on or before June 22, 2026, by issuing
new no-par value bearer shares against cash contributions and/
or contributions in kind, but by no more than a total of EUR
19,504,537.60 (Authorized Capital 2021). In principle, shareholders
are to be granted subscription rights; the statutory subscription
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right may also be granted in such a way that the new shares are
taken up by one or more banks or equivalent companies pursu-
ant to Section 186 (5) sentence 1 of the AktG (German Stock Cor-
poration Act) with the obligation to offer them to shareholders
for subscription. The Executive Board was authorized to exclude
the shareholders’ preemptive subscription rightsin certain cases
subject to the approval of the Supervisory Board. The GRAMMER
AG Executive Board did not utilize Authorized Capital 2021in the
2023 financial year.

No authorizationtoissue bonds with warrants and/or convertible
bonds or to increase the Company’s share capital on a contin-
gent basis was granted at the Annual General Meeting held in
2023.

The capital reserve amounted to EUR 162,947 thousand as of
December 31,2023 (December 31, 2022: EUR 162,047 thousand)
and includes premiums from the capital increases in 1996, 2001,
2011, 2017 and 2020 less transaction costs. Retained earnings
amounted to EUR 124,075 thousand as of December 31, 2023
(December 31,2022: EUR 122,276 thousand).

2.6.3 Disclosure of shareholdings in accordance with section
33 WpHG

Under the WpHG (German Securities Trading Act), any person
whase shareholding in a listed company reaches, exceeds or
falls below certain percentages of the voting rights by purchase,
sale or by any other means must immediately notify the Com-
pany and the German Federal Financial Supervisory Authority.
The lowest notification threshold is 3%o. An overview of the
current status of disclosed shareholdings that exceed the 3%o
threshold as of December 31, 2023, is included in the notes to
the GRAMMER Group’s consolidated financial statements.
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2.6.4 Own shares

There is currently no authorization to acquire own shares.
GRAMMER AG holds 330,050 own shares, all of which were
acquired in 2006. These shares have a total nominal value of
EUR 844,928.00 and still represent 2.166%o (2022: 2166%0) of
the share capital. These 330,050 treasury shares do not carry
voting rights and are not entitled to dividends.

2.6.5 Capital expenditure

GRAMMER Group’s capital expenditure increased by 6.7%o to
EUR 971 million in 2023 (2022: EUR 91.0 million). In the year under
review, EUR 12.6 million (previous year: EUR 11.6 million) of the total
capital expenditure related to leased assets capitalized in
accordance with IFRS 16. This essentially includes lease exten-
sions for existing plants and lease agreements for the new plant
sites in China. Capital expenditure excluding leased assets re-
cognized under IFRS 16 came to EUR 84.5 million in 2023, up
EUR 5.1 million or 6.4%o on the previous year’s figure of EUR 79.4
million. Capital expenditure on property, plant and equipment
amounted to EUR 88.2 million in 2023 (2022: EUR 83.2 million),
including EUR 75.6 million for assets acquired (2022: 71.6 million).

Capital expenditure in EMEA was up on the previous year at
EUR 40.2 million (previous year: EUR 36.0 million). It primarily
related to numerous ramp-ups in the Automotive product area,
the further expansion of injection molding activities, and re-
placement investments and investments in new product ge-
nerations in the Commercial Vehicles product area.

Capital expenditure in APAC climbed by 279%b year-on-year to
EUR 27.5 million (2022: EUR 21.5 million). In particular, thisinvolved
investments for the plants in Changzhou, Tianjin and Beijing and
a dedicated paint shop at the metal plant in Ningbo.

Capital expenditure in AMERICAS decreased by 13.2%0 to EUR 171
million (2022: EUR19.7 million) and related primarily to a new seat
and foam line for the expansion of capacities in the Commercial
Vehicles product area and to a press in the Automotive product
area.Inconnection with the restructuring, investments were also
made for the relocation of seat assembly from Tupelo to Delphos.

Capital expenditure in Central Services decreased by 109%%o to
EUR12.3 million (2022: EUR 13.8 million). Of this figure, EUR 1.0 mil-
lion (2022: EUR 2.0 million) was attributable to the continuation
of the “Management of product lifecycles” digitalization project
and EUR 71 million (2022: EUR 7.1 million) related to capitalized
development costs. As in the previous years, this mainly relates
to the longer-term development of new seat generations for the
Commercial Vehicles product area.

Capital expenditure GRAMMER Group

EURmM
2023 2022 Change

GRAMMER Group 97.1 91.0 6.7%0
Acquired 845 794 6.4%0

of which property,

plant and equip-

ment 75.6 716 5.6%0

of which intangible

assets 89 78 14.1%

of which financial

assets 00 00 -
Right-of-use assets
(IFRS 16) 12.6 116 8.6%
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Capital expenditure EMEA

Capital expenditure APAC

2.7 Netassets

EURmM EURmM
nden lance sh f the GRAMMER Gr
2023 2022 Change 2023 2022 Change  Condensed balance sheet of the 6 Group
EURK
EMEA 40.2 36.0 11.7% APAC 27.5 21.5 27.9%
Dec. 31, Dec. 31,
i 0 Acquired 216 204 599
Acquired 360 321 12.1% q Jo 2023 2022 Change
i f which proper
of whioh property, of which property, Non-currentassets 813,653 768,076 45,577
plant and equip- plant and equip-
ment 359 319 12500 ment 211 203 399 Current assets 720,768 676,518 44,250
assets 0.1 0.2 -50.0% assets 05 0.1 400.0%
of which financial of which financial Equity 313,355 301,108 12,247
assets 0.0 0.0 - assets 00 0.0 - Non-current
Right-of-use assets Right-of-use assets liabilities 378,444 366,408 12,036
(IFRS16) 4.2 39 77%  [FRS16) 59 11 4364%  gurrent liabilities 842,622 777,078 65,544
Equity and liabilities 1,534,421 1,444,594 89,827
Capital expenditure AMERICAS Capital expenditure Central Services
EURM EURM As of December 31, 2023, the GRAMMER Group had total assets
A - o
2023 2022 Change 2023 2022 Change of EUR1,534.4 million, u{p. EUR BQE.S million Qr 6.2%o on Deoember
- o 31,2022 (EURT,444.6 million). Theincreaseintotal assets primar-
AMERICAS 171 19.7 -13.2% Central Services 123 13.8 ~10.9% ily reflects the higher level of trade accounts receivable as a
Acquired 16.6 160 3.8% Acquired 10.3 109 -5.5%0 result of increased revenue and liquidity.
of which property, of which property,
plant and equip- plant and equip- Non-current assets primarily comprise property, plant and equip-
ment 162 159 1990 ment 2.4 35 ~31.4% ment, intangible assets and deferred taxes as wellas non-current
of whioh inangile of uhieh intangile 406 ilionor 9% toEUR G107 ilon (oecember 12025 EUF
gssets 0.4 01 300.0% assets 70 74 6.8% : m|' |'on or 5! o 0 7 million (December 31, E
: . A . 7681million). In particular, contract assets rose by EUR15.6 million
of which financicl of which financial to EUR 738 million (December 31, 2022: EUR 58.2 million) and other
assets 00 00 - assets 00 00 - assets by EUR 9.8 million to EUR 47.4 million (December 31, 2022
Right-of-use assets Right-of-use assets EUR 37.6 million). Other assets include EUR 33.6 million in nomi-
(IFRS 16) 05 3.6 -86.1% (IFRS 16) 20 30 -33.3% nation fees, an increase of EUR 49 million compared to the
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previous year. Deferred tax assets also saw an increase of
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EUR 11.5 million or 27.5%0 to EUR 53.3 million (December 31, 2022:
EUR 41.8 million).

Current assets increased by 6.5%o or EUR 44.3 million to EUR
720.8 million (December 31,2022: EUR 676.5 million). Inparticular,
thisdevelopmentincludestherevenue-drivenincreasein current
trade accountsreceivable by 12.490 to EUR 288.5 million (Decem-
ber 31, 2022: EUR 256.7 million). Cash and short-term deposits
also rose by 20.6%0o to EUR 131.0 million as of December 31,2023
(December 31,2022: EUR108.6 million). Inventories decreased by
EUR 1.2 million to EUR 186.2 million (December 31,2022: EUR 1974
million), whichis an extremely positive development considering
the increased business volume.

Equity increased by EUR 12.3 million or 4.1%0 to EUR 313.4 million
as of December 31, 2023 (December 31, 2022: EUR 3011 million).
This change is essentially due to the hybrid loan of around EUR
191 million that GRAMMER received from its majority shareholder
on October 31,2023.

Other comprehensive income in the reporting period amounted
to EUR-54.6 million (2022: EUR -37.0 million) and mainly comprises
effects from the currency translation of foreign subsidiaries
amounting to EUR 11.0 million, the interest-related adjustment of
retirement benefit provisions amounting to EUR 4.6 million and
cash flow hedges of EUR -11 million. The equity ratio decreased
slightly to 20.4%0 (December 31,2022: 20.8%0) as a result of the
higher level of total assets.

Non-current liabilities were up EUR 12.0 million on the previous
year’s level at EUR 378.4 million (December 31, 2022: EUR 366.4
million). In particular, non-current financial liabilities increased by
EUR 9.2 million to EUR 167.0 million (December 31,2022: EUR 157.8
million) due to the utilization of tranche D of the syndicated loan
agreement with a term until 2025. At the same time, other finan-
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cial liabilities decreased by EUR 8.0 million to EUR 55.2 million
(December 31,2022: EUR 63.2 million) due to the reclassification
of non-current lease liabilities to current lease liabilities. Retire-
ment benefits and similar obligationsincreased by EUR 5.7 million
or 499%o to EUR122.9 million (December 31,2022: EUR117.2 million).
This was due to the increase in retirement benefit provisions as
aresultof ariseinthe discountrate to 3.3% (December 31,2022:
3.79%0). Net deferred tax liabilities increased to EUR 29.0 million
(December 31,2022: EUR 23.5 million). As of December 31,2023,
the Group had unutilized credit facilities of EUR 116.7 million
(December 31,2022: EUR136.3 million), for which allthe conditions
required for drawing had been met.

Current liabilities rose by EUR 65.5 million or 8.4%o to EUR 842.6
million (December 31, 2022: EUR 7771 million). This was mainly
attributable to the increase in current trade accounts payable
by EUR 98.0 million or 32.0%0 to EUR 404.1 million (December 31,
2022: EUR 306.1 million) due to the higher volume of business. By
contrast, current financial liabilities declined by EUR 11.6 million or
3990 to EUR 286.6 million (December 31,2022: EUR 298.2 million)
due to the repayment of current financial liabilities and the long-
termrefinancing of current financialliabilities repaid on schedule.
Of the decrease in other current liabilities of EUR 14.7 million or
13.6%0 to EUR 93.5 million (December 31,2022: EUR 108.2 million),
EUR 32.3 million was attributable to liabilities to employees due
to the build-up of accruals for bonus payments, Christmas and
holiday bonuses as well as accruals for holidays not yet taken
and overtime.
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3.1 Basic principles of risk management and the internal
control system

GRAMMER's risk policy aligns with its efforts to operate sus-
tainably and to increase its enterprise value while managing
appropriate risks and opportunities and avoiding inappropriate
risks. The international nature of the GRAMMER Group’s activi-
ties has created additional risks that must be hedged. The risk
strategy therefore sets out the following risk policy principles,
among others:

o GRAMMER defines opportunities and risks in terms of risk
management as bothinternal and external events that may
have a positive or negative impact on the achievement of
its corporate objectives.

e Risk management thus contributes to value-based corpo-
rate governance. Value-based means that the Company
consciously accepts risks only when it sees potential for
enhancing its value by taking advantage of favorable busi-
ness opportunities. As a general principle, the GRAMMER
Group avoids all activities potentially entailing risks that are
liable to jeopardize its going-concern status.

e GRAMMER bears its own core business risks, particularly
market risks, e.g.those arising from macroeconomic trends,
as well asrisks that may arise fromthe development of new
products, tothe extent these cannot be covered by aninsur-
ance policy. The company aims to transfer other risks (out-
side the entrepreneurial corerisks) to third parties wherever
possible. This relates in particular to financial and liability
risks.

e Risk management within the GRAMMER Group extends to
allcompanies and organizational units. Identification of risks
andimplementation of mitigating measures are deemed by
GRAMMER management to be ongoing and Group-wide
tasks. Allemployees of the Company are required to identify
and, as far as possible, to avoid and minimize risks within
their area of responsibility.
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e GRAMMER’sinternal audit department or anexternal service
provider regularly reviews the appropriateness and effec-
tiveness of the risk management system.

GRAMMER has implemented the following structures and pro-
cesses with regard to its internal control system:

The Executive Board bears overall responsibility for the internal
control and risk management system at the Company. All strate-
gicbusiness areas areintegrated via afirmly defined management
and reporting arganization. The principles, structural and proce-
duralorganization as wellas the processes of the internal control
and risk management system are laid down in guidelines and
organizationalinstructions, which are adapted to current external
and internal developments at regular intervals. GRAMMER con-
sidersthose features of the internal control and risk management
systemto be materialthat can significantly influence the account-
ingand overall statement of the annual and consolidated financial
statements, including the management report, or that can have
a significant impact on the Company’s operating processes. In
particular, these are the following elements:

o |dentification of the main risk areas and control areas with
relevance for the accounting process as well as for the op-
erational company processes.

e Monitoring of the financial reporting processes/operating
business processes and the results at the level of the Ex-
ecutive Board and at the level of the areas or responsible
departments.

e Regular and preventive control measures in finance and
accounting as well as in operational, performance-related
corporate processesthat generate materialinformation for
the preparation of the annual and consolidated financial
statements including the management report, including a
separation of functions and defined approval processes in
relevant areas.

e Measures to ensure the proper IT-based processing of
accounting-related facts and data.

e Measures to monitor the internal control and risk manage-
ment system.

The Risk Committee is responsible for the continuous improve-
ment of the risk management system and internal control sys-
tem of the GRAMMER Group as well as for assessing the appro-
priateness and effectiveness of these systems. The Risk
Committee meets quarterly and on an ad hoc basis. Its members
are the CFQ, the Group Risk Manager, the Chief Compliance Offi-
cer, the Head of Controlling, the Head of Group Accounting, rep-
resentatives for the regions, the Head of Treasury and the Head
of Group Legal. It is chaired by the Group Risk Manager.

The Risk Committee informs the Executive Board, the Audit Com-
mittee and the Supervisory Board regularly and on an ad hoc
basis about the risk situation with regard to the risk manage-
ment system and the status of the revision of the internal con-
trol system.

Atthetime of reporting, there are noindicationsinany key areas

suggesting that the internal control and risk management sys-
tem is generally inadequate or ineffective.
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3.2 Opportunity and risk management process

GRAMMER hasimplemented a uniform Group-wide risk manage-
ment system to detect, avert or at least mitigate risks at an
early stage and to analyze and assess their causes. The risk
management process permits early identification, analysis and
assessment of risks, along with coordinated implementation of
suitable measures to manage, monitor and control them. In par-
ticular, this entails the early detection of risks to the Group’s
going concernstatus. The risk management system coordinates
identification, recognition, assessment, documentation and
reporting activities for risks as well as opportunities.

The Executive Board is responsible for the risk management
system and the internal control system, while the Supervisory
Board and the Audit Committee monitor and review the effec-
tiveness of the systems and are kept regularly informed.

An ongoing risk-tracking process is applied to report to central
risk management all material risks liable to prevent the corpo-
rate targets from being reached. Responsibility for risk report-
ing does not lie with a central area at GRAMMER AG, but forms
part of the duties of regional managers, individual managers
and employees within the scope of their functions. Opportuni-
ties and risks together with measures for managing them are
discussed in regular meetings with the Executive Board. An
opportunity and risk report keeps the Executive Board and the
Supervisory Board regularly informed of the Group’s risk situ-
ation and the status of the measures implemented.

Group Controlling is responsible for coordinating risk manage-
ment. Risks are reported in an SAP-based system. In this way,
GRAMMER gains an overview of the key opportunities and risks
for the Group based on a net view. Net risks and opportunities
are calculated by considering existing and effective measures
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and deductingissues addressed in the budget, the forecast or
in the consolidated financial statements (e.g. in the form of a
provision). Opportunities andrisks are consolidated using a “risk
atlas” specifically designed to address the risk categories at
the GRAMMER Group. In addition to strategic risks, it alsoincludes
market, financial and legal risks as well as risks from ESG, IT,
human resources, quality and procurement. The GRAMMER
Group’s opportunity management aims not only to identify
opportunities, but also to benefit from them as effectively as
possible.

3.3 Characteristics of the internal control system

As a capital market-oriented corporation within the meaning of
section264d HGB, GRAMMER AGis required under section 315 (4)
HGB to describe the main characteristics of the internal control
and risk management system as they relate to the Group’s
accounting process. There is no statutory definition of the inter-
nal control and risk management system as it relates to the
Group’s accounting processes. GRAMMER defines the internal
control and risk management system as a comprehensive sys-
tem and bases its definitions of the accounting related internal
controlandrisk management system on those of the Institute of
Public Auditors in Germany (IDW]), Dusseldorf. Accordingly, an
internal control system comprises the principles, processes and
measures taken within the Company by its management for the
organizationalimplementation of decisions made by management

e toensure the effectiveness and viability of the Company’s
business activities (this alsoincludes safeguarding assets,
including prevention and detection of damage to assets);

e toensurethepropriety andreliability of internaland external
accounting, and

e to comply with the legal regulations applicable to the Com-

pany.

As described above, the risk management system comprises
the entirety of all organizational regulations and measures for
identifying risks and dealing with the risks of entrepreneurial
activity, as well as the elements described in section 3.1.

3.4 Compliance management system

Compliance with laws and internal requirements is the basis of
GRAMMER'’s business activities. Compliance is not only the
prevention of financial risks and reputational damage; it also
promotes integrity, transparency and responsibility and so
determines how people work together and interact. Under
the Supervisory Board’s oversight, the Executive Board uses
GRAMMER’s compliance management system (CMS] to work
towards the following goals:

e Prevent and detect legal violations, breaches of internal
company regulations and damage that these may cause
(financial losses/damage to reputation).

e Reduce liability and reputation risks for GRAMMER AG, the
members of its corporate bodies and employees.

e Improve awareness of compliance and compliance conduct
among employees.

Compliance is aninter-departmental issue that affects all areas
and functions at GRAMMER. Compliance measures are not taken
inisolation, they areintegratedinto administrative and operating
processes. The structure of GRAMMER’s CMSis essentially based
onthelDW PS 980 and IS0 37307 standards for compliance man-
agement systems. The seven-element CMS structure under IDW
PS 980 sets out the systematic framework for compliance
responsibilities:
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CMS elements

Description

1. Compliance culture

The compliance culture is the basis for the appropriateness and effectiveness of the CMS. It is shaped chiefly by the attitude and conduct of the
management and the role of the supervisory body (“tone at/from the top”). The culture affects how important the Company’s employees believe it is
to comply with the rules and thus their willingness to do so.

2.Compliance goals

Based on the general corporate objectives and an analysis and weighting of key Company rules, the legal representatives establish goals that the
CMS is helping to achieve. In particular, this invalves determining the relevant sub-areas and the rules to be observed in the individual sub-areas. The
compliance goals serve as the basis for assessing compliance risks.

3. Compliance organization

The management determines the roles and responsibilities and operational and organizational structure in the CMS as anintegral part of the company
organization and provides the resources required for an effective CMS.

4. Compliance risks

Taking account of the compliance goals, compliance risks are identified that could result in rule violations and thus mean that the compliance goals
are not met. A process for systematically identifying and reporting risks is established for this purpose. The risks detected are analyzed in terms of
how likely they are to occur and the potential impact they may have. This risk analysis is updated regularly and as required.

5. Compliance program

Based on the compliance risk assessment, principles and measures are established that are designed to limit compliance risks and thus avoid
compliance breaches. The compliance program also comprises the measures to be taken if compliance violations are found. The compliance program
is documented to ensure that the CMS function is not dependent on a certain individual.

6. Compliance communication

Employees and any third parties affected are informed about the compliance program and the assigned roles and responsibilities so that they have a
sufficient understanding of their tasks in the CMS and can perform these properly. The Company regulates how compliance risks and information about
potential or detected breaches of the rules are to be reported to the responsible body in the Company (e.g. legal representatives and, if necessary,
the supervisory body).

7.Compliance-monitoring and
improvement

The appropriateness and effectiveness of the CMS are suitably monitored. Monitoring requires that the CMS is sufficiently documented. If the moni-
toring discovers weaknesses in the CMS or breaches of the rules, these are reported to the management or the designated Company body. The legal
representatives ensure that the CMS is implemented, faults are rectified and that the system is improved.

Atthetime of reporting, there are noindications in any key areas
suggesting that the CMS is generally inadequate or ineffective.

GRAMMER
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3.5 Risks

Presentation of key risk areas

The table of risks below takes account of the relevant risk miti-
gation measures (net view). The risks listed under point 3 repre-
senttherespectiverisk potential of the individualrisk categories
listed therein.

Overview of key risk areas
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The following paragraphs describe risks and discuss their some-
times considerableimpact on business performance, net assets,
financial position and results of operations as well as the stock
price and market reputation. Additional risks that GRAMMER
currently rates as slight or whose existence or potential effects
are as of yet unknown may likewise adversely affect business
activities. The assessment of the risks included here is applica-
ble at least to the following year. One material aspect of the
Group’s risk management is the avoidance or minimization of
risks to its going-concern status or to allow for themin the bal-
ance sheet.

Procurement risks

Supply risks will continue to be mainly characterized by geopoliti-
cal risks in 2024. International tensions between the United
States and China and a growing number of military conflicts
necessitate the regular re-examination of sourcing strategies
to keep supply chains flexible.

Price increases - driven by strong inflation over the past two
years in EMEA and the AMERICAS in particular - eased over the
course of 2023. Most commodity indices have been trending
downwards over recent months and moving toward pre-crisis
levels. Transport costs have risen as a result of toll hikes and
surcharges on seagoing freight in connection with the tense
situation on the Suez Canal. Shipping companies are currently
struggling with massive capacity problems for both exports from
Europe to Asia as well asimports from Asia to Europe. This is due
to the longer transit times on account of the situation in the Red
Sea and the need to avoid the Suez Canal. This situation could
persist for some time. These market changes now have to be
monetarized by procurement in order to move prices back into
line with the 2024 market level. Following sharp increases in
recentyears, wage costsremainatavery highleveland willhave
to be permanently factored into the cost base for customers.

Supply risks for energy and gas have eased compared to recent
years. The supply of gas and energy is largely assured and no

shortages are anticipated. Nevertheless, unforeseen changes
in prices and wage costs, particularly as a result of geopolitical
tension, cannot be ruled out. This could have a detrimental effect
on the Company’s net assets, financial position and results of
operation.

The GRAMMER Group as a whole continues to seek to mini-
mize planning risks resulting from fluctuationsin commodity
prices. Particularly importantin this regardis the market price
of steel and petroleum-based foam and plastic products.
GRAMMER continually monitors movements in the relevant
commodity markets. As far as possible and appropriate, cost
risks are hedged through long-term supply contracts and
material escalator clausesin customer agreements. Further-
more, there are supply chainrisks which for various reasons
may influence product quality, the ability to meet delivery
schedules or even product availability in general. Moreover,
quality problems with suppliers that crop up with suppliers
or disruptionsin the supply chain cause risks to GRAMMER’s
productivity that adversely affect net assets, financial posi-
tion and results of operations.

GRAMMER addressesrisks arising from non-delivery by suppliers
with localization, in-sourcing and dual-sourcing strategies, as
well as by continuously monitoring potentially critical suppliers.
In order to protect our value chain, we pay close attention to our
suppliers’financial stability and compliance with the German Sup-
ply Chain Due Diligence Act (LkSG). The number of companies
going bankrupt in Germany is currently on the rise. Temporary
specialregulations that wereresolvedinrecent years are coming
to an end (suspension of the duty to file for insolvency and going
concern outlook), whichis why itis extremely important to moni-
tor the financial performance of GRAMMER’s suppliers and be
prepared to take special action at any time. Even if substitutions
are implemented rapidly, the loss of suppliers could lead to pro-
ductiondisruptionsinaworst case scenario, with negative reper-
cussions for the Company’s net assets, financial position and
results of operations.
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The very close dialog between the Sales and Purchasing teams
willremain extremely importantin 2024. Given the market trends
described above, customers now expect a downward correction
following the price adjustments in recent years. These adjust-
ments must be in line with price developments in the supplier
network.

To keep procurement and cost risks to a minimum, localization
projects (especially in the AMERICAS) remain a top priority for
2024. Furthermore, investments and technological progressin
the area of digitalization helped to ensure greater transparency
and faster information networking to withstand the global
supply chain crisis.

Quality risks

GRAMMER attaches greatimportance to observing high external
andinternal quality standards together with the early identifica-
tion of possible sources of errors and their avoidance. Neverthe-
less, itisnot possible to entirely rule out quality risks. This applies
inparticular to development work on products with complex pro-
duction structures. This risk is inherently exacerbated by the
Group’s global orientation as well as the networking of production
activities across different continents and the associated need
for coordination between the units. GRAMMER has established
appropriate action programs throughout the Group to address
such risks, which are described as follows. In order to minimize
risks arising from quality problems attributable to suppliers, the
Company engages in intensive supplier development and
conducts regular supplier audits. Using system-based supplier
evaluations, GRAMMER continuously analyzes and grades spe-
cific suppliers for their quality and performance in the supply
chain. The results of these activities provide the key criteria for
the selection of suppliers for project work and series production.
Even so, itcannot completely exclude the possibility of individual
risks arising and negatively impacting the Company’s net assets,
financial position and results of operations.
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Market risks

As a company with worldwide operations, the GRAMMER Group
is exposed to business conditions inits home market as well as
markets across the globe. Elevated geopolitical tension and its
associated impact on the economic environment could greatly
increasetherisk of arecessionin2024. The Company addresses
these risks by adopting a wide range of different measures. Thus,
GRAMMER closely and continually monitors developments in
relevant markets and industries and adjusts production and
capacities accordingly. As part of effective risk management,
the GRAMMER Group seeks to react immediately to crises and
any initial signs of lower revenue by taking appropriate action.
For example, production and cost structures are adjusted to the
changed revenue situation at an early stage.

GRAMMER’s markets are become increasingly competitive, ex-
posing the Company to more and more risks from factorsinclud-
ing price pressure, short timeframes for development andtimes
to market, high product and process quality requirements and
rapidly changing conditions. Due to exposure to the global
markets with differing economic and demand cycles, GRAMMER
must track and interpret a broad range of factors. In addition,
new competitors or companies are arising in or entering the
emerging markets. The effects of crisesin certain markets and
regionsalso harbor risksthat are nolonger directly derived from
our business segments. Market differentiation is also steadily
increasing so that GRAMMER can no longer necessarily draw
conclusions about the effects of general developments on its
business. This is equally true of both positive and negative
trends. Further risks may arise for the Group’s markets in the
wake of e-mobility. The technological transformation may cause
unprecedented shifts in the structure of customers and prod-
ucts. Inthe fastest-growing market of Chinain particular, alarge
number of new OEMs are arising and may take market shares
away from current existing customers. While GRAMMER is suc-
cessfully expandingits customer portfolio, also by adding these

new OEMSs, the Group cannot currently predict which of these
companies will be successfulonthe market. Thereis also arisk
that growthinautonomous driving will also lead the substitution
of existing products or the development of new concepts.
Although GRAMMER is attempting to prepare for future trends
accordingly, thismay have anegative impact onits net assets,
financial position and results of operations.

Possible market or brand consolidation may lead to partial
dependence onthe part of GRAMMER on a small number of cus-
tomersin view of their group structures. In addition, vehicle man-
ufacturers are increasing the cost pressure on supply industry
companies on account of the costs of the sector’s e-mobility
transformation anditsimpact on financial results. Inthis market
environment, the possible absence of follow-up contracts may
also exert pressure onthe Company. Here, GRAMMERis pushing
ahead with the consistent implementation of its strategic focus
on innovation, customer focus and sustainability. As well as
placing heavy emphasis on research and development, the
Groupis also making numerous process optimization measures
to offset risk and increase cost efficiency, which will allow it to
keep pace with customers’ growing demands

The Company is seeking to improve its market position in all seg-
mentsinorder to mitigate these competitionrisks. Tothisend, the
GRAMMER Grouprelies ontechnicalinnovations andthe enhance-
ment of its existing products and processes. The dimis to gain a
long-term competitive lead through a clear focus on customers’
needs and success factors. However, the introduction of new
products and technologies is also accompanied by risks and
requires astrong commitment toresearch and development that
inturnistied to a substantial commitment of funds and technical
resources. Despiteits numerous patents and the protection of its
intellectual property, competitors - especially in growth markets
- generally cannot be prevented from independently developing
products and services that are similar to GRAMMER’s own range.
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Customarily, delivery contracts with the GRAMMER Group’s prin-
cipalcustomers containlegally binding commitments for a certain
period for the delivery of specified products that have generally
not yet been developed. However, these commitments do not
entail exclusive delivery rights for a specific product on the part
of GRAMMER Group companies. The specific products and quan-
tities are ordered in separate call-downs which may apply to a
shorter period but which constitute a specific obligation of accep-
tance. From a purely legal point of view, the GRAMMER Group’s
principal customers are fundamentally able to cancel evenlarge
contracts or reduce product quantities assigned to GRAMMERINn
the medium term. This would have a detrimental effect on the
Company’s net assets, financial position and results of opera-
tions. However, as the cancellation of a contract during ongoing
volume production entails considerable costs and resource
requirements for the customer and also necessitates a consid-
erable lead time, it is fairly unlikely that a customer would com-
pletely cancel all orders at once. The semiconductor shortages
in the automotive industry that defined 2022 largely ended in
2023.Nonetheless, supply shortages for other components and
dynamic changes on the global markets are still causing signifi-
cantly more volatile and generally lower call-offs for GRAMMER
Automotive products (especially in AMERICAS and EMEA) with a
correspondingly negative impact on the GRAMMER Group’s rev-
enue and earnings. In response to this situation, GRAMMER is
cutting plant costs and scaling down production. Sales is nego-
tiating with the OEMs regarding compensation for the lack of
call-off orders due to OEM plant shutdowns for which GRAMMER
is not at fault. At the same time, measures are being taken such
as adjusting inventories.

Continuous adjustments to and optimization of the cost struc-
tures of production and development capacity as well as vertical
integration give rise to arisk in that plant consolidation and clo-
suresmay place burdens onthe Company’s net assets, financial
position and results of operations for example. Moreover, there
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is arisk that such measures aren’t always executed within the
planned time frame. In addition, the manifold aspects and com-
plexities of such processes may cause delays and additional
financial burdens or their benefits may prove to be less than
originally planned or estimated.

GRAMMER’s areas of specializationincreasingly also entail activ-
ities that are derived fromits strategic portfolio policy in the indi-
vidual business segments. Merger and acquisition activities are
ordinarily subject to uncertainties. These risks not only relate to
market reactions but also concern the integration of peaple, cul-
tures and technologies as well as products and developments
into existing structures.

In addition, risks arising from the execution of a corporate trans-
action cannot be ruled out. As is normally the case with such
transactions, acquisition, integration and other costs that cannot
be estimated at the beginning of the process may arise.

Risks can also arise from the many changes and adjustments to
regulations, statutes, guidelines and technical specifications
with respect to the products to which GRAMMER, as a globally
operating company, is increasingly exposed. It cannot be ruled
out, thattherules andlegal regulationsin particular markets and
regions will exert additional strain and result in expenses that
could not previously be foreseen due to alack of knowledge and
may adversely affect the net assets, financial pasitionand results
of operations.

ESG risks

GRAMMER works with an environmental management systemon
the basis of IS0 14001 as well as an energy management system
on the basis of ISO 50001. The GRAMMER Group’s management
system incorporates all the requirements of both systems and
defines worldwide environmental and energy efficiency stan-
dards (e.g. environmental programs and targets and energy tar-

getsJand measuresto achieve these goals. These standards are
further developed by local energy management and environ-
mental officers at the GRAMMER sites, with their compliance and
implementation monitoredinregular audits. Inthis way, GRAMMER
minimizes the occurrence of ecological risks. It is continuing to
drive forward the certification of production sites in accordance
withthe requirements of ISO14001and SO 50001. Climate-related
risks, in particular relating to carbon emissions, are monitored
on an ongoing basis and work is underway to reduce them.
Compliance with environmental standards and the existence of
climate protection measures within a Company-wide climate
strategy are increasingly important to automotive customers
when awarding contracts and thus represent a medium and
long-term revenue risk.

Increasing environmental, social and governance requirements
onthe partof customers andlegislators, such astheintroduction
of the German Supply Chain Due Diligence Act or the implemen-
tation of the Corporate Sustainability Reporting Directive (CSRD),
canleadtohigher costs, includingin financing, and revenuerisks.
Breachesagainstthe LkSG may also entail reputation risks. GRAM-
MER attempts to minimize these risks with a strategic CSR function
and other organizational measures initiated by the Chief Compli-
ance Officer or the human rights officer. Nonetheless, external
circumstances or misconduct may arise, expasing the Group to
risks. This may resultin a risk to its net assets, financial position
and results of operations.

Cyber and information risks

The security, protection and integrity of data and the IT infra-
structure are indispensable for maintaining proper business
operations. Statutory provisions and customer requirements
necessitate technical and organizational measures to protect
information as well as highly available and secure data lines. In
order to meet these requirements, GRAMMER operates a system
with the mission-critical components of the IT infrastructure
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installed in redundant data centers where electricity supply is
guaranteed, even in emergencies, by separate emergency gen-
erators. In addition, when using network services outside the
organization, such as external cloud services, account is taken
of different specifications in respect to information security, the
quality of data transfer and its administration. Thus cloud pro-
viders must guarantee the integrity and the availability of data
and its protection against unauthorized access. All GRAMMER
sites have redundant connections to the data centers. Business
continuity plans document the steps for restoring critical IT sys-
tems. Their effectivenessisregularly verifiedin crisis simulations.
GRAMMER has implemented appropriate security systems and
taken measures to avert any intrusion. Firewalls, virus scanners
and other protective measures are implemented, checked con-
tinuously for effectiveness and adjusted if necessary. A Group-
wide IT security organizationresponsible for ensuring the efficacy
of all protective measures and for neutralizing threats is also in
place to ensure IT security. Nonetheless, the Company’s world-
wide activities, along with the general increase in vulnerabilities
and attacks, mean that GRAMMER’s systems, networks, data
and solutions are exposed to some level of risk. However, a
negative impact on net assets, financial position and results of
operations as a result of data loss, system disruption and loss
of production is not considered likely. Even so, this may pose
potential risks for the Company’s net assets, financial position
and results of operations. Risks from fraud or cyber-attacks are
defined as the risk of losses caused by the failure of internal
processes (control risks), human error (personnel risks) or sys-
tem vulnerabilities (IT risks). The growing digitalization and
electronic networking arising from developments such as the
“Internet of Things”, Industry 4.0 or “Smart Everything” give hack-
ers a much bigger target and broad scope for eavesdropping,
sabotaging business and administrative process or criminal
enrichment at the expense of third parties. Cyber-attacks invol-
ving malware or specific attacks on employees (e.g. attempted
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manipulation) may place GRAMMER AG’s net assets, financial
positionandresults of operations atrisk. The Company addresses
theserisks by analyzing loss eventsthat have cometoits atten-
tion and by taking appropriate precautions and formulating spe-
cific recommendations for action with regard to such activities.
In addition, these matters undergo continuous assessment and
all relevant processes are checked for any vulnerabilities and
duly optimized. Furthermare, employees are kept regularly
informed of these matters to heighten their awareness of them.

COVID-19 risks

In most countries, the measures to combat the COVID-19 pan-
demic endedinthe 2023 financial year andleading experts have
declared the pandemic over. Accordingly, the general economic
impact of COVID-19 in the 2023 financial year was limited on all
sales markets relevant to the GRAMMER Group. Many areas of
the globaleconomy have recovered almost fully fromthe COVID-
19 pandemic, although the impact of the pandemic varied con-
siderably from region to region as well as from sector to sector.
Inthe winter months, there could be arisein the number of COVID-
19 infections and other respiratory infections in particular, caus-
ing an elevated disease burden to GRAMMER, customers or sup-
pliers as well as restrictions affecting production. This would
have a negative impact on the Company’s net assets, financial
position and results of operations. GRAMMER does not currently
anticipate any notable risks of restricted labor availability due to
illness.

Human resource risks

Competition for a diverse and highly qualified workforce, such
as specialists and managers as well as experts and talent,
remains very strong in the industries and regions in which
GRAMMER operates. The future success of the GRAMMER Group
also depends on the extent to which it succeeds in recruiting,
integrating and retaining highly qualified employees. This appears

to be especially relevant given the emergence of a new, virtual
work environment. Furthermore, GRAMMER seesthe need to pro-
mote diversity, inclusion and a sense of belonginginits workforce.
With this in mind, the Company is continuing to develop the way
it works together and its leadership culture. Despite all these
efforts, there is no guarantee that the GRAMMER Group will be
able to recruit and retain the number of qualified employees and
managersit needsin every business segment. This canresultin
arisktoitsnet assets, financial position andresults of operations.
Heightened fluctuation must particularly be expected in expan-
sionary markets such as APAC, NAFTA, South America and East-
ern Europe on account of the anticipated revenue growthin the
automotive and commercial vehicles markets and the good
employment opportunities for qualified experts, as well as a sig-
nificant increase in wage costs.

Financial risks

The GRAMMER Group is exposed to interest-rate, currency and
liquidity risks due to its worldwide activities and the economic
risks described in the market and sector specific risks. It must
primarily address currency risks arising from its exposure to
the Czech koruna, the Polish zloty, the Mexican peso, the US
dollar, the Turkish lira, the Brazilian real, the Japanese yen and
the Chinese yuan. Theserisks stem fromtrade accountsreceiv-
able and payable as well as fromlocal production. The GRAMMER
Group addresses currency risks through “natural hedging,” i.e.
by increasing purchasing volumes in foreign currency regions
and simultaneously increasing sales in same currency region.
In addition, currency risks are hedged selectively via the finan-
cial market. Sharp appreciation in the euro against the curren-
cies of other exporting nations could negatively impact the
Group’s competitiveness.

GRAMMER cannot completely shield itself from fluctuations in
credit markets. If interest rates continue to rise, this could result
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in further interest rate risks with an effect on cash in terms of
floating rate liabilities. This could pose risks to the Company’s net
assets, financial position and results of operations. It minimizes
interest rate risks through long-term funding (e.g. private place-
ments) and the use of derivatives.

High priority is also given to ensuring adequate liquidity. One
key element of the GRAMMER’s Group funding is the syndicated
loan taken out in 2020. This is divided into a credit facility for
general corporate financing of EUR 150.0 million (Tranche A)
with a term of five years and two renewal options of one year
each and a credit facility for financing the TMD acquisition of
USD 80.0 million (Tranche B), which was repayable in install-
ments over four years and was repaid on schedule by Decem-
ber 29, 2022 (2022: USD 19.0 million). In addition, the existing
syndicated loan under the KfW program “Direct Participation
for Syndicated Financing (855)” was expanded in 2020 with
the addition of Tranche C in an amount of EUR 235.0 million
with a three-year termin an amendment agreement. Tranche
C was prematurely extended until 2025 in June 2022, mean-
ing that GRAMMER’s liquidity is secured despite the difficult
economic environment. Furthermore, GRAMMER AG received
an additional Tranche D of EUR 31.5 million from selected core
banks under the syndicated loan agreement in 2022. This
additional tranche D was utilized as refinancing for a maturing
borrower’s note loan of the same amount. Itis partly repayable
in installments until maturity on February 10, 2025.

The liquidity situation is monitored continuously and system-
aticallyinarolling global-wide financial requirements plan. Pos-
sible risksin connection with a change of control are described
in the section on the Group’s financial position. The GRAMMER
Group’s loan obligations include financial covenants requiring
compliance with certain standard market financial ratios. If
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these financial covenants are breached, the GRAMMER Group’s
lenders have a special right of termination, which would entitle
them to callin the loans immediately. Despite the possible dis-
advantages in terms of interest rates and similar factors, key
importanceis attached to widening the liquidity position; appro-
priate liquidity reserves are maintained. To a certain degree,
this adversely affects interest result, a fact that the Company
is willing to accept in order to maintain its strategic scope and
safeguard its liquidity position. The customer structure limits
credit risks, which are monitored through active receivables
management. The funding status of the Group’s pension plans
may be heavily influenced by interest rate uncertainties and
risks inherentin the market. This may cause either anincrease
or decrease inthe present value of the defined-benefit pension
plans. Pension obligations are recognized on the basis of actu-
arial calculations in which the applicable interest rate plays an
important role. The actual payouts may deviate from the com-
puted values since assumptions regarding the main valuation
parameters such as discount rates, salaries and inflation are
subject to uncertainty. This may result in a risk to the Group’s
net assets, financial position and results of operations.

Group Financetracksinterest-rate, currency and liquidity risks
centrally. Strategic treasury management, the effectiveness
of whichis reviewed regularly, is used to mitigate these risks.
However, GRAMMER cannot completely rule out the possibility
of these risks adversely affecting its net assets, financial
position and results of operations.

GRAMMER carries out impairment testing annually and addi-
tionally on an ad-hoc basis at the level of segments, which
are the Group’s cash-generating units. Impairment can be trig-
gered by anincrease in the discount factor and/or a deterio-
ration in economic prospects.

Geopolitical risks

Risks could arise for the GRAMMER Group as aresult of the inten-
sification of geopolitical tensions, such as the escalation of the
Russia-Ukraine conflict or the situation in the Middle East. Given
the GRAMMER Group’s very limited activities on the markets of
Russia, Ukraine and the Middle East, it does not anticipate any
significant direct impact on consolidated revenue or earnings.
However, this could give rise to indirect risks and implications,
such as price increases or energy and commodity shortages.
The broadening of the Russia-Ukraine conflict or the tension in
the Middle East would further exacerbate the risk of a global
economic downturn.

Given that the China business is largely autonomous, the risks
for GRAMMER arising from internal supply and service relation-
ships in the event of an escalation in the China-Taiwan conflict
would be manageable. Similarly, no serious consequences are
expected for other regions as a direct result as these mastly
operate independently of intermediate products made by
GRAMMER China.

Nonetheless, any sanctions on China, whether resulting froman
escalation of the China-Taiwan conflict or potential arms deliv-
eries from China to Russia, could have a dramatic impact on the
economy as a whole, including indirectly by disrupting supply
chains at GRAMMER suppliers and customers worldwide and, in
turn, reducing call-off figures at OEMs. Due to its majority share-
holder, the GRAMMER Group could increasingly be perceived as
aChinese company. This could lead to market disadvantages for
the GRAMMER Group as aresult of protectionist measures taken
by certain governments against China.

In a worst-case scenario, western subsidiaries in China could
also be nationalized. This would have a serious impact on the
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GRAMMER Group’srevenue and earnings. This may resultin arisk
to its net assets, financial position and results of operations.
GRAMMER considers the risk of an escalation in the conflict and
its effects very low.

Legal risks

GRAMMERIs aninternationally active company thatis subject to
avariety of legal and regulatory requirements. The large number
of legal requirements and regulations and constant changes to
these may give rise to risks that have a negative impact on net
assets, financial position and results of operations. Pending and
threatened legal disputes are continuously monitored, analyzed,
evaluated withregardto their legal and financialimpact and taken
into account in the calculation of the risk provisions reported in
the balance sheet. However, as the outcome of legal disputes is
always uncertain, further risks may exist beyond the provisions
recognizedinthe balance sheet and these could have anegative
impact on the financial and earnings targets. GRAMMER AG and
its subsidiaries face warranty claims that are being asserted by
customers on account of alleged product defects. Provisions
have been set aside to cover possible warranty claims. In
addition, claims are being asserted in judicial proceedings on
account of alleged defects in GRAMMER products. If these
proceedings have a negative outcome for GRAMMER, this may
necessitate compensation payments, repairs or other cost-
intensive measures. As the outcome of these proceedings is
subject to considerable uncertainty, the provisions that have
been set aside may not be sufficient in some cases, leading to
additional expenses. Restrictions of the company’sinternational
activities through import or export controls, tariffs or other reg-
ulatory barriers to trade represent a risk that, given the nature
of itsoperations, it cannot escape. In addition, business activities
may be adversely impacted or impeded by export control
regulations, trade restrictions and sanctions. A large number of
company-wide standards, which are subject to continuous
further development, are in place to avert legal risks. Examples
include the standard terms and conditions, contract templates
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for various applications or internal guidelines and procedural
instructions. In addition, GRAMMER employs a system comprising
intensive contract review and contract management, as well as
systematic documentation and archiving. GRAMMER has
sufficientinsuranceto cover so-called normal and going-concern
risks.

Compliance risks

As aninternational Group, GRAMMER is subject to risks resulting
from breaches of the applicable law or internal regulations and
fromindividual or collective misconduct by employees, managers
or the management. The realization of such risks may have a
negative impact on net assets, financial position and results
of operations on account of potential fines and liability and
damage GRAMMER's reputation. To minimize and prevent these,
GRAMMER's existing compliance management systemis contin-
vously refined and expanded under the leadership of the Chief
Compliance Officer.Itincludes both preventative measures, such
as employee training, and reactive measures, such as handling
and following up on reports of breaches or misconduct.

3.6  Opportunities

Market opportunities

This sectiondescribes the mainmarket opportunities whichmay
arise assuming that GRAMMER’s business continues to perform
favorably and there is no deterioration in macroeconomic con-
ditions. These comments are not exhaustive and the opportuni-
ties described here are not necessarily the only one which may
arise for GRAMMER. Conversely, it is also possible that opportu-
nities which have been identified may fail to materialize.

Global economy: With its global footprint, the GRAMMER Group
has anopportunity to continue benefiting fromthe medium-term
recovery and growth of the global economy. Upbeat economic
conditions in the main sales markets and, resulting from this,
heightened demand for passenger and commercial vehicles may
offer opportunities for GRAMMER in the form of greater demand

for its products particularly in countries and regions outside
Germany.

Growth in core regions: Generally speaking, the importance of
North and South America as well as China has continued to grow
sharply for GRAMMER. In particular, GRAMMER’s Automotive prod-
uctareaisincreasingly operating as asupplier for local OEMs but
is still supplying its European partners in the premium segment
as well. In China, success in gaining contracts from global and
local OEMsis likewise giving rise to new opportunities. Inthe Com-
mercial Vehicles product area, GRAMMER operates local produc-
tion facilities on the Chinese truck market for suspended seating
systems and expects to generate additional growth on the
strength of positive market effects. Among other things, ergo-
nomics and safety as key product characteristics are also yield-
ing opportunities in view of the heightened demand.

Growth through broader customer base: The GRAMMER Group
is also able to harness new opportunities by addressing new
customer segments. Thisis due to the global expansion of exist-
ing customers as well as the heightened penetration of local
customers in new markets. To date, such opportunities have
resulted in greater customer diversification in AMERICAS and
APAC.

Focus on premium segment With its products, GRAMMER pri-
marily focuses on the premium segment. As demand in this
segment is less volatile than in the market as a whole due to
the favorable macroeconomic scenarios, itis able to grow maore
sharply than the volume segment. Accordingly, GRAMMER is en-
deavoring to make use of these potential market opportunities.

Global megatrends: GRAMMER is well positioned to capitalize on
global megatrends such as population growth, heightened
demand for mobility and increased demand for foods. The Group
is attempting to make optimum use of the resultant opportunities.
Thus, heightened demand for mobility may spur sales of Auto-
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motive and Commercial Vehicles products. Rising demand for
food and agriculturalgoods together withincreased construction
activity may also generate additional sales in the Commercial
Vehicles product area as agricultural machinery is frequently
fitted with GRAMMER seating systems. All told, GRAMMER is hop-
ing to generate a continued rise in business in its products by
harnessing the opportunities arising from global megatrends.

Automated driving and e-mobility: GRAMMER is a supplier of
components for automotive interiors with its seating systems
and consoles as well as other decorative and functional parts
for vehicle interiors. In contrast to the situation with respect
to drivetrain and engine systems, the Company expects the
electrification of drivetrains and successive automation to
generate new opportunities in view of the demand for high-
er-quality and more functional interior components meeting
new driving requirements.

Strategic opportunities
Alongside market opportunities, strategic opportunities may also
arise for GRAMMER.

Non-organic growth: This entails examining and making use of
opportunities for exogenous growth. In this connection, the
Company continuously observes its markets for any opportu-
nities for acquisitions and partnerships. If GRAMMER sees any
opportunities for reinforcing its market position or for expand-
ing or supplementingits product range, itexplores the available
options. As opportunities for non-organic growth hinge on
diverse factors beyond control, it is not possible to make any
forecasts on the scope available to GRAMMER for acting on
these opportunities.

Efficiency measures: The Company works constantly on
measures for improving its efficiency and on initiatives for
cutting costs with a view toimproving its strategic competitive
position. In this connection, GRAMMER also regularly reviews
its global development and production network.
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Innovation: Projects in the research and development pipeline
harbor opportunities for entering new market segments or wid-
ening market share, provided that viable products arise from
this pipeline in the future. Both product areas of the Group are
working oninnovative new solutions aimed at helping custom-
ers address the requirements of the future. GRAMMER is seek-
ing on an ongoing basis to be recognized as an innovative pre-
mium partner by its customers and to tap market potential by
means of new developments.

3.7 Assessment of risks and opportunities

After athoroughreview of the currentrisk situation, the Company
has come to the conclusion that the precautions and measures
adopted by the GRAMMER Group take appropriate account of the
risks that have been identified. Compared to the previous year,
the risk situation has changed in that geopolitical issues have
become evenmore explosive and a greater focusis being placed
on financial and economic risks on account of the rise ininterest
rates, whereas risks in connection with COVID-19 have become
less relevant. Market risks in the sense of a global recession are
higher. The risks currently known lead GRAMMER to assume that
it is not exposed to any factors that are liable to jeopardize its
going-concern status and that additional risk-mitigating effects
may arise fromthe opportunities available, especially astherisks
have beenincorporated in corporate planning.

4.1 Expected economic environment

4.11 Macroeconomic environment

The IMF expects economic growthtoremainlowin2024. Experts
believe that inflation will decline compared with the previous
year, which saw the highest level for many years, but that it will
remain elevated. Global inflation is anticipated at 5.8%o in 2024

as against 6.8% last year. In the IMF’s view, many major eco-
nomic regions will not begin to approach the inflation targets
set by the central banks until after 2025. Ongoing uncertainty
regarding the future geo-economic environmentis contributing
toageneralreluctance toinvest, especially in view of the poten-
tial further escalation of geopolitical crises.

Inits January 2024 forecast, the IMF anticipates growthin global
gross domestic product of 3.19% for the current year. On the
heels of an already weak previous year, global economic growth
is therefore likely to remain low overall and below the historic
average (2000-2019) of 3.8%0. In AMERICAS, economic growth
is forecast at 2.1% in the US, 1.7%o in Brazil and 2.7%o in Mexico.
The continuedrestrictive nature of monetary policy andreduced
labor demand will likely cause consumer demand to drop inthe
US. However, corporate investment is expected to pick up fur-
ther thanks to government subsidy programs. In the EMEA
region, low growth of 0.9%o is anticipated for the eurozone, with
GDP in Germany set to rise by 0.5%0 in 2024. The IMF expects
the Chinese economy to expand by 4.6%, although growth
momentum could continue to falter if the real estate sector cri-
sis gets worse.

4.1.2 Sector environment
Automotive

S&P Global Mobility’s forecast from December 2023 anticipates
a slight decline in passenger car production figures in 2024.
The experts expect that approximately 0.4 million fewer vehi-
cles will be produced worldwide this year than in the previous
year, a decrease of 0.4%o. While production in AMERICAS is set
to pick up by 1.0, trends in all other regions are negative,
reflecting fearsthat pressure oninventories as aresult of slower
incoming orders could have an adverse effect. In EMEA, S&P
Global Mobility data indicates lower incoming orders despite
targeted price reductions. Productionin the regionis expected
to decline by 1.8%0. Meanwhile, APAC is expected to see a slight
decrease of 0.4%o.
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Inthe commercial vehicles sector, S&P Global Mobility’s Decem-
ber 2023 forecast shows a slightincrease of 0.8%oin global pro-
duction volume for the current 2024 financial year. Productionis
expected to decline by 6.2%0 in EMEA and 0.7%o in AMERICAS.
China is the main driver of global growth, with an expected
increase of 4.3%o. Commercial production volumes in the rest of
the APAC region (excluding China) are also expected to rise by
3.7%. Overall, growth of 4.1% is expected for the APAC region
(including China).

The PSR OE Link Q4 Report puts expected global growth in the
agricultural machinery industry at 2.1% in 2024. This good
performance is primarily due to the expected market recovery
in India. India and China were the only major agricultural pro-
ducers toreport declines in 2022. For the current financial year,
however, only stagnation is expected in China.

GRAMMER

PSR OE’s forecasts for the construction machinery industry are
again positive for 2024. Following a 6.2%o decline in global con-
struction machinery productionin 2023, growth of 1.3% is fore-
cast for 2024. Trends are particularly positive on markets in the
US and Japan, while China and Germany look set to decline fur-
ther.

Growth of 0.5%b is expected in material handling in 2024. This
performanceis driven predominantly by the US and China, which
canexpect to see double-digit growth, while a downturnis antic-
ipated in India and Germany.

Therailway industry, which particularly benefits from global mega-
trends suchas urbanization, population growth andincreased envi-
ronmental awareness, will likely maintain the growth it has enjoyed
in previous years until 2028. PSR OE Link expects global production
in the railway industry to grow by an average of 6.0%o until 2028.

With a share of 60%o, the market is dominated by China, where
average growth of 4.6% is forecast.

The macroeconomic andindustry-specific conditions are of key
importance for GRAMMER’s business performance. However, a
number of other factors also play animportant role.

The increasing number of shocks such as the COVID-19 pan-
demic, the war in Ukraine and the conflict in the Middle East are
likely to continue to have a significantimpact on global economic
structures and relationships in 2024 and lead to necessary
changes. The Russia-Ukraine conflict will continue to pose a
significant geopolitical risk in 2024. It has triggered a humani-
tariancrisis and led to greater risks with regard to capital flows,
trade and commodity markets worldwide. The strategic com-
petition between the US and China is another risk to watch out
for in 2024. China’s increased military presence in the South
China Seq, technological advances and ongoing trade tensions
with the US have led to increased geopolitical tensions. The
increasing conflicts between the superpowers are having a
significantimpact onthe globaleconomy. Any disruptionintrade
relations between the US and China, for example, will have an
impact onthe entire globaleconomy. Trade wars and heightened
international tensions could slow the move towards increased
international cooperation and frictionless trade flows, with S&0
Global Market Intelligence data already showing a decline in
exports in many countries.

In addition, ongoing energy security concerns are bad news
for the globaleconomy and pose greater fiscal, social and polit-
icalchallenges for governments. Asharprise in COVID-19 cases
and/or new mutations of the virus could also further weaken
nationalandinternational supply chains and disrupt production
and exports, leading to global shortages.
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Inthe shadow of these geopolitical risks, the automotive indus-
try will most likely also face challenges in the current financial
year 2024 Electrificationin particular will face increasing head-
winds due to rising operating costs and the price war between
OEMs. Growthin vehicle salesis likely to decline as the pent-up
demand created by the shortages of recent years is reduced
and economic conditions tighten. As mentioned under geopo-
litical risks, trade risks will potentially lead to changes in supply
chains as OEMs seek to reduce dependence on China.

In addition, the number of corporate insolvencies in Germany
is currently ontherise. Temporary special regulations adopted
in recent years are coming to an end (suspended obligation to
file forinsolvency and going concern prognosis). Itis therefore
extremely important for GRAMMER to closely monitor the finan-
cialdevelopment of its suppliers and to be prepared at all times
toinitiate special measures. Inthe worst-case scenario, supplier
defaults couldlead to productioninterruptions and thus to neg-
ative effects on earnings, despite the short-term introduction
of substitution measures.

4.2 Outlook for the GRAMMER Group in 2024

At the time of preparing the 2023 annual report, there are indica-
tions that the enormously challenging 2023 financial year can
expect to be followed by adverse effects in connection with the
ongoing difficult macroeconomic environmentinthe 2024 financial
year. In particular, the sharp rise in materials, energy and wage
costs, limited economic growth - especially in Germany - and fur-
ther developments regarding semiconductor supply shortages
could continue to impact the Company’s economic performance
in2024.

Giventhe ongoing macroeconomic andindustry uncertainties, the
GRAMMER Group expects revenue for the current 2024 financial
year toremain at the previous year’slevel of around EUR 2.3 billion
(2023:EUR 2.3 billion). GRAMMER forecasts operating EBIT to enjoy
substantial year-on-year growth to around EUR 75 million (2023:
EUR 56.8 million). The significantly increased earnings forecast
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reflects the progress made in the “Top 10 measures” program,
which is specifically designed to boost the Company’s efficiency
in the long term. In addition, there is a particular focus on turning
around the AMERICAS region. With the targeted margin increase,
GRAMMER s ontrack to achieve an operating EBIT margin of more
than 590 by 2025 in line with the medium-term outlook presented
inApril2022. However, the full-year forecast will continue to depend
largely on the extent to which GRAMMER can once again reach
agreements with its customers on passing on cost increases.

Composition of subscribed capital: GRAMMER AG’s subscribed
capitalas of December 31,2023 amountedto EUR 39,009,080.32
(2022: EUR 39,009,080.32) andis dividedinto 15,237,922 bearer
shares.

Restrictions on voting rights or the transfer of shares: Each ordi-
nary share grants one vote at the Annual General Meeting and
determines the shareholders’ share of the profits. This does not
include own shares held by the Company, which do not entitle
the Company to any rights (section 71b AktG). In the cases set
outin section 136 AktG, voting rights from the shares in question
areexcluded by law. Violations of natification requirements within
the meaning of sections 33 (1), (2), 38 (1), 39 (1) of the WpHG (Ger-
man Securities Trading Act) may resultin the loss, at least tem-
porarily, of rights arising from shares and of voting rightsin accor-
dance with section 44 WpHG. GRAMMER AG is not aware of any
other restrictions on voting rights and, in particular, is not aware
of any contractual restrictions. Statutory provisions apply tothe
exercising of voting rights by intermediaries, shareholder asso-
ciations, voting rights consultants and other persons who offer
shareholders their services in exercising voting rights at the
Annual General Meeting. Section 135 AktG applies in particular.

In connection with Article 19 (11) of Regulation (EU) No. 596/2014
(Market Abuse Regulation), Executive and Supervisory Board
members at GRAMMER AG are subject to certain prohibitions on
trading for transactions with GRAMMER AG shares, in particular
those conducted at the time of publishing business figures.

Direct or indirect shares in the share capital exceeding 109 of
the voting rights: The notes to GRAMMER Group’s annual financial
statements for 2023 set out detailed information on the voting
right notifications receivedin accordance with section 33 WpHG.
The shares in voting rights listed may have been subject to
changes after the date stated of which GRAMMER AG was not
informed. GRAMMER has not been notified of any direct or indirect
shares in the share capital amounting to or exceeding 10%o of
the voting rights anditis not otherwise aware of any such shares.

There are no shares with special rights conveying control pow-
ers.

Type of voting right control if employees hold a share of the Com-
pany’s capital and do not directly exercise their control rights:
There are no employee participation programs. If employees hold
a share of the Company’s capital, they can exercise the control
rights to which they are entitled under these shares directly in
accordance withthe provisions of the articles of association and
the law.

Statutory provisions and stipulations in the articles of associa-
tiongoverning the appointment and dismissal of members of the
Executive Board or amendments to the articles of association:
The members of GRAMMER AG’s Executive Board are appointed
anddismissedinaccordance with the statutory provisions (sec-
tion 84 and 85 AktG (German Stock Corporation Act) and section
31 MitBestG (German Co-Determination Act)). Article 8 et seq. of
the Company’s articles of association stipulates that the Exec-
utive Board must be composed of at least two members. Any
amendments to the Company’s articles of association are exe-
cuted in accordance with section 119 (1), number 5 and 179 (2)
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AktG; article 25 of the articles of association governs the pass-
ing of resolutions by the Annual General Meeting. Under article
13 (3) of the Company’s articles of association, the Supervisory
Board may amend the articles of association, provided that
such amendments are confined to the wording of the provision
in question.

Executive Board’s powers to issue or buy back shares: By reso-
lution of the Annual General Meeting on June 23,2021, the autho-
rization of the Executive Board contained in Section 5 (3] of the
articles of association to increase the Company’s share capital
on one or more occasions by up to EUR 9,402,263.04 against
cash and/or non-cash contributions (Authorized Capital 2020)
until July 7, 2025, with the approval of the Supervisory Board,
was revoked. By resolution of the Annual General Meeting on
June 23, 2021, the Executive Board was authorized, with the
approval of the Supervisory Board, to increase the Company’s
share capital on one or more occasions on or before June 22,
2026 by issuing new no-par value bearer shares against cash
contributions and/or contributions in kind, but by no more than
atotalof EUR19,504,537.60 (Authorized Capital 2021). In principle,
shareholders are to be granted subscriptionrights; the statutory
subscription right may also be granted in such a way that the
new shares are taken up by one or more banks or equivalent
companies pursuant to Section 186 (5) sentence 1 of the AktG
(German Stock Corporation Act) with the obligation to offer them
toshareholders for subscription. The Executive Board was autho-
rized, with the approval of the Supervisory Board, to exclude
shareholders’ subscription rights in certain cases. No use has
been made of this authorization to date. There are no authoriza-
tions for the Executive Board of GRAMMER AG toissue bonds with
warrants and/or convertible bonds. There is no authorization to
acquire own shares in accordance with section 71 (1) no. 8. As of
December 31,2023, GRAMMER AG holds 330,050 own shares, all
of whichwere acquiredinfiscal year 2006. These 330,050 trea-
sury shares do not carry voting rights and are not entitled to
dividends.

GRAMMER

Significant agreements of the parent company that are condi-
tional upon a change of control following a takeover bid, and
the effectsresulting therefrom:In the event of a change of con-
trol as aresult of atakeover bid, GRAMMER AG’s material financ-
ing agreements, and especially the promissory note loans
placed in 2015 and 2019 which are still held in the total amount
of EUR 84.3 million as of December 31,2023, may be called due
immediately. Under the existing syndicated loan agreement
dated February 10,2020 (including its amendment agreements
dated August 12, 2020, June 28, 2022 and January 26, 2023)
totaling EUR 408.5 million, the lenders have rights of termination
and maturity in the event of a change of control. Each lender is
individually entitled to these relative to their share of the loan.
Inthe event of a change of control, some of the main customers,
suppliers and other cooperation partners also have the right to
terminate the contractual agreements with the Company pre-
maturely

The Company has not entered into any compensation agree-

ments with members of the Executive Board or employees in
the event of a takeover bid.

Ursensollen, March 13, 2024

Jens Ohlenschlager Jurate Keblyte

GRAMMER Aktiengesellschaft Executive Board
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Combined separate non-financial report 2023

For GRAMMER, sustainability begins with the people who work at
the Company and who are linked to it. It covers such aspects as
research and development (R&D), procurement and production
as well as the finished products and the end-of-life recycling of
product compaonents. With the expansion of its global presence
and the organization’s broad footprint, the GRAMMER Group is
also supporting this message internationally.

In 2022, GRAMMER defined clear climate protection targets and
continued to work on themin the 2023 reporting year. The Com-
pany is well on track to reduce Scope 1and 2 CO, emissions by
250/ by 2025. It also intends to reduce emissions by 5000 by
2030 and by 100%o by 2040.

GRAMMER has started recording Scope 3 emissions in parallel
with these efforts. A team is working hard to develop realistic
targets for these emissions. At the same time, the Company is
stepping up its efforts to make increased use of sustainable
materials. To this end, it has established a team with responsi-
bility for the implementation of these materials.

We actively integrate suppliers, partners and service providers
into our sustainability strategy. As a result, we were well pre-
pared for the new Lieferkettensorgfaltspflichtengesetz (LkSG -
German Supply Chain Due Diligence Act), which came into effect
on January 1,2023. We have taken a range of measures to facili-
tate this, including the establishment of a human rights officer,
the implementation of a human rights palicy, the introduction of
software to monitor our suppliers’ ability to supply, the estab-
lishment of a whistleblower system and the updating of our Code
of Conduct (CoC) and Supplier Code of Conduct (SCoC).

GRAMMER

The positive results of our sustainability initiatives have also
translatedinto higher ratings fromrating agencies: Despite a sig-
nificant change to the rating methodology, our EcoVadis score
improved from56to 58 out of 100 pointslast year.In 2023, GRAM-
MER received a B grade from the Carbon Disclosure Project (CDP)
for climate protection, with its water security rating improving
from C to B-.

The GRAMMER Group, basedin Ursensollen (Germany),is a global
company that operates in two business segments: GRAMMER
develops and produces high-quality interior and operating sys-
tems and innovative thermoplastic components for the global
automotive industry. GRAMMERis a full-service provider of driver
and passenger seats for trucks, buses, trains and off-road vehi-
cles. We are committed to sustainability and have embedded its
economic, ethical and ecological principlesinour corporate guide-
lines.

We aspire to make thinking and acting sustainably an integral
part of the Company’s DNA. To us, accepting responsibility for
people, society and the environment means not putting a strain
on people and nature as far as possible and furthering their abil-
ity to regenerate. We take the interests of all our stakeholders
into account, further our employees’ interests and have intro-
duced uniform ISO-certified environmental management for all
our locations worldwide. At the end of the first quarter of 2024,
anlS0O-certified energy management system willhave beenintro-
duced at over half our locations worldwide. We are aiming to
implement energy management and occupational health and

safety management systems around the world by the end of
2024.

11 Organizational structure of sustainability

We optimized the organizational structure to coordinate sus-
tainability aspects internationally across the GRAMMER Group
evenmore effectively in 2023. The structure is designed todrive
theimplementation and promotion of sustainability still further.

CSR representatives, who report directly to the global Corpo-
rate Social Responsibility team (CSR team), were appointed for
each region (EMEA, AMERICAS and APAC). We are also in the
process of establishing sustainability teamsin each plant con-
sisting of permanent contact persons from various depart-
ments, such as HR, Production, Quality or Plant Management.
These teams will regularly report to the regional CSR represen-
tatives in meetings.

The CSR team maintains regular dialog with the CSR Council,
which GRAMMER established in 2015. Besides the Executive
Board, the members consist of Group area managers from the
first management level below the Executive Board:

e Research and Development
e Legal

e Compliance

e Controlling

e Finance

e Accounting

e Investor Relations

e HR

e Production
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e Supply Chain Management

e Quality

e Health, Security and Environmental Management
o T

e Marketing and Communication

e Sales

e Data Protection

and from the three regions EMEA, AMERICAS, APAC and the two
product areas. Through the CSR Council, we can guarantee that
sustainability is firmly embedded and continually developed in
line with corporate strategy and statutory requirements. The
units represented on the CSR Council are responsible for imple-
menting the strategic CSR objectives.

These objectives are grouped under the company-wide “Sus-
tainable Company”initiative. Goals to be achieved in the medium
and long term were defined for five action areas: energy and
resource efficiency, efficient use of materials, avoidance of waste
and recycling, reduction of emissions and development of sus-
tainable products.

1.2 Materiality analysis

Inthe fourth quarter of 2023, work started on conducting a new
materiality analysis in accordance with the principle of double
materiality laid down in the European Sustainability Reporting
Standards (ESRS) and defining material aspects with a positive
and negative impact as well as material opportunities and risks
along the entire value chain. These aspects were subsequently
assessed by various internal stakeholders and checked in var-
ious validation steps.

However, since the results of the new materiality analysis do not
cover the entire reporting period, the NFR (non-financial report)
is still based on the 14 material aspects of the materiality analy-
sis conducted in 2020.

GRAMMER

Good corporate

Employees and

governance Products Environment Supply chain community
Compliance Sustainable product C0O, emissions Working conditions Employee satisfaction
development and human rights
Data security, infor- Material efficiency Energy and Sustainable procure-  Occupational health
mation and IT security resources ment of commodities  and safety
Customer health Waste Diversity and equal

and safety

Green Company

opportunities

Corporate citizenship

1.3 Support for the UN Sustainable Development Goals

As aninternational operator, GRAMMER actively contributes to
the achievement of the Global Sustainability Goals. Adopted in
2015, the United Nations’ Sustainable Development Goals (SDGs)
comprise 17 objectives aimed at making the world more sus-
tainable and fairer by 2030. To highlight the relevance of the
SDGs and to make our contribution visible, we are focusing on
five subject areas and their goals to which we can contribute
as a company:
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SDGs Aspects of relevance for Material aspects Non-financial aspects Goals
the GRAMMER Group
ij&‘ @ Good corporate Compliance Cross-cutting issus,
1| governance Data security, Information and IT security particularly anti-corruption
« Increased efficiency and process optimization through
e Sustainable product development ) expanded expertise and its integration into our
Bt 12 ) ) Environmental concerns, .
~ Products Material efficiency ) projects by the end of 2024
gl CO social concerns o .
Customer health and safety « Intensification and continuation of product
development and sustainable materials
* Minus 5090 CO, by the year 2030 and minus 100%
- CO, emissions by the year 2040
00 & Environment Energy and resources' Environmental concerns + Switch to 100%b green electricity at all locations by

Waste

2025

+ Global implementation of ISO 50001 by the end of 2024

QO e Supply chain

Working conditions and human rights
Sustainable procurement of commaodities

Cross-cutting issue, relates
to all non-financial aspects

+ 100%o of global suppliers confirm GRAMMER’s

policies for suppliers

« Transparency and controlling of our supplier’s

compliance with human rights and environmental due
diligence obligations under the LkSG (German Supply
Chain Due Diligence Act)

« Introduction of whistleblowing tool for internal and

external use

Joe=, e @ Employees and
A .
e @' community

Employee satisfaction
Occupational health and safety
Diversity and equal opportunities
Corporate citizenship?

Employee matters, social
concerns

« Increasing the share of women in top management (209o)
- Intensifying the training of employees

(interculturality, languages, diversity etc.)

- Global implementation of IS0 45001 by the end of 2024
« Strengthening and promoting voluntary

commitment of employees worldwide
(concretisation of the concept and structural
anchoring at GRAMMER worldwide)

"Energy and resources, incl. water and biodiversity.
2 No material aspect; reporting is voluntary.

GRAMMER
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1.4 Inclusion of all stakeholders

GRAMMER attaches particular importance to dialog withits var-
ious stakeholders, such as employees, customers and suppli-
ers, and to the inclusion of their perspectives. Communication
with our stakeholdersis mostly handled directly by the respec-
tive departments and units. The results of this dialog are tracked
and can be accessed in order to address corresponding inqui-
ries from outside the Company or to convey messages from
within the Company to the public at large. As GRAMMER main-
tains very close contact with its stakeholders, we were able to
take the expectations of the different groups into account in
our sustainability concepts as well.

The GRAMMER’s Group Stakeholders

Public Customers
Business \). &/‘
partners Politics and
and suppliers STAKE associations
.> HOLDER C

Shareholders \_ Employees

GRAMMER

1.5 Ratings

ESG (environment, social, governance) rating agencies are key
players onthe capital market and a basis for sustainable invest-
ment. Most providers publicly disclose the results of their rat-
ings and rankings. They are used by investors as transparent
and additional decision-making aids - and customer expecta-
tions of companies in terms of certain rating results are rising
all the time.

In 2023, GRAMMER received a B grade in the sustainability
rating from the Carbon Disclosure Project (CDP) in the area of
climate protection, andinthe area of water safety, animprove-
ment from C to B- was achieved. The score from EcoVadis, a
leading provider of ESG ratings, improved despite a significant
change to the rating methodology to 58 (previously 56) out of
100 points. Consistently high ratings are achieved on NQC (a
rating tool for suppliers in the automotive supply chain), which
shows that GRAMMER satisfies the requirements of many of its
customers for its contract award process.

A sronzll -
2023
| ecovadis

Sustainability
Rating

1.6  Risk evaluation of non-financial matters

Doing business entails both risks and opportunities. We have
defined various principles relating to risk policy in our risk strat-
egy.Inarisk management context, risks and opportunities refer
to any positive or negative deviations from an uncertain plan.
Risk management thus contributes to value-based corporate
governance. We have established a uniform Group-wide risk
management systemto address suchrisks. This process allows

risks to be detected, analyzed, and assessed early on so that
countermeasures and risk mitigation can be implemented

promptly.

Under the CSR Directive Implementation Act governing the dis-
closure of non-financial and diversity-related information, com-
panies must not only report on the material aspects but also
explain the related risks. The concept of risk has been broad-
ened and integrated into risk management to model the non-fi-
nancial risks involved in the process. Internal experts have
assessed the qualitative impact of corporate activities. GRAM-
MER views risk in net terms, i.e. after taking account of risk mit-
igation measures and opportunities.

No material risks that are linked to the Company’s own busi-
ness, business relations or products and are liable to have
severely adverse effects on non-financial aspects have been
identified in connection with non-financial aspects. However,
there are fundamental risks that can affect individual non-fi-
nancial aspects. Among other things, this applies to ecological
risks that we address with our management systems in accor-
dance with IS0 14001 (Environmental Management) and 1SO
50001 (Energy Management).

We have also implemented sustainability risks in the areas of
environmental, social and corporate governance sustainability
(ESGJissuesinour risk management and adapted our risk man-
agement system in line with the requirements of the Lieferket-
tensorgfaltspflichtengesetz (LkSG - German Supply Chain Due
Diligence Act). Thus, we have analyzed the risks of our own
operations and our supply chains.
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As a global Group, we have an obligation to the rules and ethi-
cal requirements of markets, countries and regions. Further-
more, we have made a commitment to values that infuse our
commercial activities and guide our employees every day. These
values include the protection of human rights, outlawing child
and forced labor, anti-corruption, professional data protection
and information security.

We use clear and open communication to create transparency
- for our employees, our customers, our suppliers and share-
holders.Itisimportant to usto balance the interests of our stake-
holders and to maintain a respectful approach. In this way we
are creating the deep-seated trust thatis required for our busi-
ness success and our corporate culture.

2.1 Compliance and combating corruption and bribery
Compliance with national laws and international regulations is
of fundamental importance for safeguarding GRAMMER's busi-
nessactivities. We espouse a corporate culture thatencourages
a sense of responsibility among our employees and maintains
integrity as abasis for working together in a spirit of mutual trust.
All GRAMMER employees therefore have an obligation to act
accordingly. Our Code of Conduct and internal compliance, anti-
trustlaw and anti-corruption policies contain corresponding reg-
ulations.

The increasing statutory requirements for companies pose a
challenge inthe field of compliance: They are forced to make sig-
nificantly more effort not to be exposed to accusations of orga-
nizational negligence or other liability risks. At the same time, the
additional expense must be contained in order to remain com-
petitive.

One potential risk is that violations of laws and guidelines typi-

cally resultin a significant loss of trust, exclusion from tenders
ortheloss of businessrelationships. In contrast to this, the care-
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fulimplementation of standards promotes trusting relationships
with business partners, employees and other stakeholders.

Our strategic approach

Compliance with laws and international regulations is a top pri-
ority for GRAMMER. Above all, this includes respecting human
rights, fair trade practices, the prohibition of corruption and the
avoidance of conflicts of interest. We respect the freedom of
association and reject forced and child labor. Furthermore, we
comply with the applicable data protection law (see section
2.2, p. 56) and handle confidential information with due care
(seesection2.3,pp.56-57). We are committed to protecting the
environment, to occupational health and safety and to social
responsibility.

The aim of our compliance management is to guarantee the
effectiveness and viability of our Company by respecting the
legal provisions. Violations are detected and penalized.

We have set out corresponding guidelines in our Code of Con-
duct, whichis binding for all employees: The GRAMMER Code of
Conduct is available to all employees on the intranet in eleven
languages. Allnew employees are informed of the Code of Con-
duct and it is explained to them in training. Additional training
sessionsinwhich they canrefresh their knowledge of the Code
of Conduct and the internal compliance guidelines take place
at intervals of two to three years. We also publish articles on
compliance on the intranet.

For this purpose, the Transparency International corruption
index for specific countries provides animportant indicator for
determining the frequency of audits at individual locations. If
an audit gives rise to areasonable suspicion, we commence an
investigation and take the requisite action as necessary.

GRAMMER has also set up a whistleblower system with which
employees and external stakeholders can report any suspi-
cions - both anonymously and in various languages. There is

also the option to make contact via a Compliance e-mail inbox
and to communicate in person, by phone or by mail in accor-
dance with EU and German whistleblowing legislation. Following
thorough verification, incoming compliance complaints are
investigated and, if a suspicion is confirmed and a breach has
taken place, appropriate measures are taken.

Implementation of the CCO to strengthen compliance in the Group
To coordinate compliance activities, the position of Chief Compli-
ance Officer (CCO) was created for the first time in 2022. The CCO
holds chief responsibility for handling compliance issues and
reports directly to the Executive Board. Moreover, the CCO also
reports regularly to the Audit Committee of the GRAMMER Group.
Amultidisciplinary body, whichis independent from the Executive
Board and staffed by representatives from Compliance, Legal, HR,
Internal Auditand other members as necessary, isresponsible for
assessing and handling any information received on breaches of
compliance. This panel guarantees objectivity, fairness, appropri-
ateness and comparability in the handling of information and any
internal investigations.

We have adapted our Code of Conduct and the whistleblower pro-
cess in line with new standards such as the EU Whistleblower
Directive and the German Whistleblower Protection Act. Compli-
ance incidents were investigated and, where the reports proved
justified, measures were taken. We used the findings from these
cases to prevent future breaches and improve the compliance
management system in these areas.

There were no confirmed incidents of corruption anywherein the
GRAMMER Group inthe 2023 reporting year.

Outlook

In 2024, the compliance management system is to be refined,
the compliance risk management system is to be further har-
monized with strategic risk management, and internal training
is to be expanded.
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2.2 Data protection

Since the introduction of the European General Data Protection
Regulation (GDPR] in 2016 at the latest, companies have been
paying more attention to the security of personal data. At GRAM-
MER too, protecting the data of our employees, customers and
business partners is a top priority, and we ensure that we com-
ply with all statutory standards worldwide, including the GDPR
andthe supplementary Bundesdatenschutzgesetz (BDSG - Ger-
man Data Protection Act).

A growing number of certifications is required to verify data pro-
tection at companies and to provide credible evidence of this to
outside observers. Violations of data protectionlaws canlead to
a loss of trust and fines by regulators.

Our strategic approach

GRAMMER has embedded high data protection standards within
the Company. A data protection organization that reportstothe
Executive Board has been in place for many years. The data
protection officer is responsible for ensuring compliance with
the statutory guidelines and the internal data protection policy,
whichis binding for all GRAMMER employees. The employees of
the data protection organization answer questions and imple-
ment corresponding solutions. Group IT performs regular IT
security tests and authorization checks in a support capacity.

We expect our employees to respect our customers’ and busi-
ness partners’ business secrets - and to protect industrial prop-
erty rights, business secrets and other confidential company
information against unauthorized disclosure. Mandatory class-
room-based and online training is available in order to further
heighten employees’ data protection awareness. Data protec-
tion training is also part of the Group-wide compliance training
concept.

GRAMMER

In2023, approximately 3,000 employees completed online data
protection training, while approximately 400 employees par-
ticipated in classroom-based training.

Outlook
The data protection management system will be expanded and
harmonized across countries in 2024,

2.3 Information security

Informationis akey asset at GRAMMER. We therefore attach great
importance to the security and availability of the data stored or
processed by the Company. Information security protectsus and
our customers against tangible andintangible damage. We there-
fore use state-of-the-art IT systems and physical safeguards to
protect against fire, flood and theft.

Therising number of cyberattacks poses significant challenges
for IT security the world over. The loss or unauthorized publica-
tion of information can have serious consequences for compa-
nies: These extend from grave financial domage to loss of image,
lost contracts and customers, or their ability to act being com-
promised. It is therefore essential that information security is
analyzed and improved continuously within the Company.

Our strategic approach

Information security ensures that data stay confidential and
available - regardless of whether suchinformationis digital, on
paper, afax, ane-mail or spoken out loud. Accordingly, we have
introduced aninformation security management system (ISMS])
atallour locations around the world. Thisis based on such stan-
dards astheinternational ISO/IEC 27000 series and the Trusted
Information Security Assessment Exchange (TISAX] automo-
tive standard.

Inorder to guarantee IT security in line with requirements, tools
and methods are used to identify phishing campaigns. Besides
theinternal security procedures, the IT security infrastructure
is also monitored by an external service provider at all times.
GRAMMER assists its suppliers with appropriate software to
safeguard its supply chains.

Security zones and permission concepts for the physical secu-
rity of information arein place at all GRAMMER locations. Access
to offices and other premises is regulated by keycards or keys.

Another key aspect of information security isemployee aware-
ness, as they are often the biggest security risk - typically
through unintended wrong-doing. All employees are responsi-
ble for ensuring appropriate information security at all times
within their own purview. They are assisted in this by estab-
lished processes, guidelines and regular training. Management
is tasked with implementing the regulations of the integrated
management system and conducting security measures.

The Chief Information Security Officer (CISO) is responsible for
information security throughout the Company and defines the
guidelines. He reports directly to the Executive Board. IT Secu-
rity is in charge of the practical implementation and reports to
the Chief Financial Officer (CFO). The Supervisory Board likewise
receives reports regularly.

TISAX certification for production facilities

In 2022, we initiated the process to have the entire GRAMMER
Group certified with the TISAX label “handling of information
with very high protection needs” - for all production facilities
inadelivery relationship with carmakers. The process was suc-
cessfully completed for the relevantlocations and the label was
issued. The TISAX label is currently being extended to include
“prototype protection.”
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Outlook

As far as cyberattacks are concerned, continuously improving
“cyber resilience” and “operational continuity management” is
paramount.

GRAMMER attaches great importance to the sustainability of its
products along their lifecycle - from development and produc-
tion to use and recycling. Key criteria include customer safety
and ergonomics, ecological and environmentally friendly product
development, sustainable materials and product innovations.

Our seating systems andinterior products are currently produced
andsold at 44 production and logistics facilities around the world.
Roughly 600 engineers and R&D employees work at 14 inter-
national locations with the aim of continuously enhancing the
ergonomics, safety, functionality, quality and aesthetics of our
products. The Group is capable of developing products with
state-of-the-art tools and systems - from simulating character-
istics using state-of-the-art test facilities to practical testing and
prototyping. Smaller research and development teams are
located in GRAMMER's own plants as well.

Non-capitalized R&D expenses amounted to EUR 80.5 million in
the 2023 financial year (previous year: EUR 86.9 million), repre-
senting 3.5%o of total revenue (previous year: 4.0%o). Also,
development costs of EUR 71 million (previous year: EUR 71million)
were capitalized in fixed assets. In 2023, Group-wide property
rights (patents, designs and utility models) pending and granted
fell by 3.7%0 t0 1,977 (previous year: 2,054).

3.1  Customer health and safety

Every day, roughly tenmillion people around the world use seats,
headrests and consoles produced by GRAMMER - most of them
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atwork: As professional drivers, they drive trucks, buses, agri-
cultural machinery, construction vehicles or forklifts, often for
hours at a time, five days a week. GRAMMER consoles can be
foundinpassenger cars, where they assistusers both privately
and professionally. We want the people who use our products
to feel safe and comfortable and to stay healthy. Ergonomics
aretherefore the mostimportant factor in product development.

Our strategic approach

People andtheir subjective perceptions define the product expe-
rience. “Perceived quality” is the guiding principle when devel-
oping our products. Cooperation between interdisciplinary
teams of developers and ergonomics experts is of greatimpor-
tance to guarantee that user interaction for all relevant appli-
cationsis as positive as possible. They work together to define
the usagerequirements for the respective product, onthe basis
of which solutions can be developed. These solutions are eval-
uated and optimized in an iterative process. Findings gleaned
frominternal testing and appointments with customers are also
incorporated continuously. Further communication with inter-
national experts fromindustry andresearch allows us toremain
atthe cutting edge of developments at all times. With our ergo-
nomic products, we therefore contribute to a working environ-

ment that offers maximum comfort and keeps users healthy in
the long term.

Ergonomic products

Our suspended seats for commercial vehicles satisfy the highest
ergonomic requirements. They assist drivers in their work by pro-
viding optimal support while also allowing maximum freedom of
movement and reducing vibration exposure. They prevent back
problems and help users to maintain their performanceinthe long
term.

The same goes for multifunction armrestsin commercial vehicles:
Their ergonomic design easesthe strainonthe spine and forearm,
improves concentration and heightens comfort.

Headrests for passenger cars protect the cervical spine in the
event of an accident. Models that enable users to not only adjust
the height but also anindividual distance from the head are espe-
cially effective.

In 2023, the ergonomics of various product characteristics were
revised as part of the development of our new seat generation for
the agricultural/construction machinery sector. The seat occu-
pancy identification system was optimized to be able to reliably
record a vast range of seating positions in the field. The redesign
of the operating concept will increase user-friendliness signifi-
cantly and make it easier to reach the controls. Implementation of
afull-width cushion design withincreased minimum foam density,
anew cross contour to improve lateral support or the reposition-
ing of the belt retractor are only some of the additional changes
we have made toimprove comfort. The option of integrating a hap-
tic system seat can also give users reliable information in working
environments characterized by visual and auditory overload. We
will contribute actively to improving safety at work with these
changes.
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Ergonomics competence enhanced

Methodsinthe area of ergonomics were continuously optimized
in 2023: The introduction of a test vehicle to record the forces
involved inhorizontal vibrations means that body dynamics can
be depicted biomechanically. The partial automation of post-pro-
cessing of micro-climate data facilitates significantly faster and
more precise analysis of the results. In particular, the develop-
ment of models based on human body data improves product
design in early prototype phases.

Inthe area of research, we staged the fourth International Com-
fort Congress with OTH Amberg-Weiden. Various areas of mobil-
ity and their future comfort requirements were discussed here.
We have refined our research partner network and held various
workshaps, training sessions and lectures on vehicle ergonom-
ics at research institutions.

Outlook

We aim to expand particular aspects of our practical knowledge
in 2024. The integration of these findings into our projects will
be of particular significance here. At the same time, we willimple-
ment planned efficiency enhancement and standardization
measures to optimize our processes and further improve the
quality of our work.

GOAL

- Preserving users’ health and safety will also be of the utmost
importance for GRAMMER in the future. The development of
innovative products that offer ergonomic added value in use
for our customers is therefore paramount.

3.2 Sustainable product development

Sustainable product development is a key part of GRAMMER’s
strategic “Sustainable Company” initiative: With innovative and
sustainable product solutions, we offer our customers environ-
mentally friendly alternatives and contribute towards climate
and environmental protection as well resource conservation.

GRAMMER

Rapid technological progress is being accompanied by the
steadily growing demands made of component suppliers by vehi-
clemanufacturers. Alongside safety, new vehicle concepts, drive
types andthe level of automation are defining the framework for
product development. Other specific aspects in the automotive
industryinclude achieving carbon neutrality throughout the value
chain and the use of recycled materials.

Our strategic approach

The use of sustainable and recycled materials remains our key
priority. We are also working onthe development of circular prod-
ucts.

Sustainable and recycled materials (see section 3.3, pp. 59-60)
As an alternative to the carbon-intensive materials such as
plastic, foam and steel, we focus on materials from renewable
resources, recycled materials and the use of natural fibers.
Green steel will not be available in sufficient quantities and at
acceptable prices in the short term, but GRAMMER is already in
touch with its steel suppliers and will gradually switch to mini-
mum-emission steel over the coming years.

Efficiency of materials

The economic use of materials also conserves resources and is
good for the climate. We therefore use processes such as foam
injection molding, which minimizes the consumption of materials
in our production processes. At the same time, the quantity of
materials in products is reduced by innovative construction and
material solutions.

Light-weight construction

We make a contribution to climate protection by reducing the
weight of our seats, center consoles, armrests and headrests.
Less material does more than conserve resources: The lower
weight of the vehicle also reduces operational fuel consumption
for our customers, which can help to cut greenhouse gas emis-
sions. We reduce weight through function integration, which
means fewer components are required. Another approachis to

substitute metal die-cast components by using high-perfor-
mance plastics.
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We use a state-of-the-art innovation management system to
refine our product portfolio: A new product idea is first coordi-
nated by aninternational team consisting of product and process
expertsaswell asemployees and managers from Sales and Pur-
chasing. Defined assessment criteria are used to decide whether
GRAMMER will pursue the idea. Itis then added to our innovation
roadmap and its implementation is planned.

At GRAMMER, sustainability isembedded in product development
right from the start: We are already assessing the carbon foot-
print when the component concepts are first being created. Even
the production process and its energy efficiency are taken into
accountasthey make asignificant contribution to CO, emissions.
Concepts suchasrecyclability and the easy separation of com-
ponent assembliesis factored into product development as well.
Components and processes with the biggestimpact onthe eco-
logical footprint are identified early on and products are made as
greenas possible by a deft choice of materials and construction.

In addition to CO, emissions, we are also reducing our volatile
organic compound (VOC) emissions. In the Automotive product
areda, we use emissions-optimized alternative foam materials in
a number of regions. Coating processes are another source of
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VOC emissions at GRAMMER. Here, too, emissions have been
reduced in cooperation with coating suppliers. The Research and
Development unit established its own department for sustain-
able materials so that it can quickly respond to mounting market
demands (see section 3.3, pp. 59-60). Ateam within the Purchas-
ing organizationis responsible for making supply chains sustain-
able (see section 5, pp. 64-67). A group within the Operations
departmentis working on solutions to save energy in production.

Materials testing and recycling study

Many sustainable materials were examined in 2023 and an
extensive recycling study was conducted with the aim of devel-
oping circular products. Carbon footprints were calculated for
various representative products andideas for optimization were
derived from this - including close cooperation with materials
manufacturers to reduce the CO, values and with GRAMMER’s
plants to reduce the energy requirements of facilities for vari-
0US processes.

Outlook

Above all, we willbe concentrating on sustainable product design,
recyclability and the optimization of our processes throughout
product development. Among other things, concepts for “green”
truck and train seating will be developed. Moreover, various envi-
ronmentally and climate-friendly materials will be tested, which
will further increase the recycling rate and expand lightweight
construction concepts to various products. We also want to
achieve the CO, standards of our customers.

GOAL
- Intensification and continuation of sustainable product
development and materials

GRAMMER

3.3 Sustainable materials

The choice of materials is a key lever for making products sus-
tainable. GRAMMER’s products mostly consist of four groups of
materials: plastic, steel, foam, and cover materials. Depending
on the product, these materials account for between 50%o and
6590 of the carbon footprint in the product creation phase. We
are focusing on sustainable alternatives to spare natural
resources and the climate.

There are many challenges when using sustainable materials:
Their availability is often uncertain, which can make it difficult
to maintain the necessary quantities. New materials first have
to be comprehensively tested and assessed - especially for
recycled materials, as their properties are often not as good as
those of new products. This necessitates additional capacity
for research and development. Also, various certifications are
required to be able to use new materials. Significant cost
increases can therefore be incurred overall. At the same time,
sustainable materials and supply chains also mean opportuni-
ties for GRAMMER: If we expand our expertise in the field, that
can give us a competitive edge.

Our strategic approach

GRAMMER seeks to use materials that have as little impact on
the environment and climate as possible inits products - from
extraction and refining to using the finished product, through
toitsdisposaland possiblerecycling. We are therefore stepping
up our work to use alternative and recycled materials.

Bioplastics

Conventional plastics derive from mineral oil; their manufacture
and use releases large quantities of CO, emissions and causes
harm to the climate. However, depending on the manufacturing
process used and the component geometry, there are limits to
the usability of bio-based plastics in car interiors. The extent to
which these smell or produce emissions is critical here. As an
alternative, GRAMMER will attempt to make more use of natural
fleece fibers in the future.

Metals

Metals are used in GRAMMER products as well, above all steel,
aluminum, and magnesium. Steel can be recycled, but its pro-
ductionis highly CO,-intensive. Alternatives are therefore being
tested and workis being carried out to reduce the share of steel
inour products. Aluminum and magnesium are similarly CO,-in-
tensive to produce, though their low density makes these met-
als suitable for lightweight construction, which significantly
cuts emissions in the use phase.

Cover materials and foam

A significant proportion of cover materials are specified by our
customers and must be purchased from predetermined suppliers.
Nevertheless, we are seeing the first customer projects using seat
covers made of recycled fibers from polyester waste.

Researchinto sustainable foam systems is also ongoing, with the
aim of reducing the products’ carbon footprint by around 4090 by
the end of 2024.

Recycling

Recycled materials help to further reduce the consumption of
resources. GRAMMER is collaborating closely with customers to
launch joint solutions. A global regranulation strategy for plastics
willbe implemented toincrease the recycling rate of our products.
Some GRAMMER plants have already been using plastics with a
recycled content of up to 7590 since 2016. In addition, we are work-
ingwith cover materials made fromrecycled PET fibers, foams with
recycled content and steel partly made fromrecycled scrap steel.
The share of recycling materials in our products will be gradually
increased in cooperation with our suppliers and customers.

At GRAMMER, the Materials and Sustainability department within
Research and Development is responsible for the comprehen-
sivetesting of new materials. Its work focuses on carbon-neutral
product approaches. To calculate the carbon footprint of our
products, we use the GaBi software from the company Sphera,
which has become the industry standard.
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Our products’ carbon footprints are to be certified from the begin-
ning of 2025. A network of vehicle manufacturers, suppliers and
researchinstitutionsis providing assistance inthe development
of more environmentally friendly products.

Progress in materials testing and recycling

Arecycling study was performed on one of our series products,
a center console. The results show that new granulate can be
derived from the plastic and reused in production. Calculation
of carbon footprints for various GRAMMER products was con-
tinued andideas for optimization were derived fromthis. In addi-
tion, GRAMMER has produced a materials roadmap for the com-
ing years, intensified contact with customers and research
institutions, and carried out internal training to enhance the
knowledge of sustainable materials within the Company.

Outlook

New materials and recycled materials from different manufacturing
processes are continuously tested to increase the percentage of
sustainable materials in GRAMMER products and at the same time
reduce carbon emissions further. We are also working on designing
our products in such a way that they can be recycled easily.

3.4 Innovations

Innovations are of essential significance to GRAMMER: Trends
suchas climate-neutral or autonomous driving are rapidly chang-
ing mobility - and thus customers’ requirements as well. We can
only continue to be sustainably profitable as a company if we
identify developments early on, react quickly and offer innova-
tive solutions.

The quickly changing requirements of products mean that
GRAMMERIs constantly facing fresh challenges. Car interiors are
becoming a distinguishing feature for our customers and are
being massively upgraded. State-of-the-art materials, unclut-
tered architecture and hidden technology are key criteria. For
instance, center consoles are becoming the central element in
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vehicles. Digitalizationis also increasing the share of electronics
and the complexity of products. At the same time, short devel-
opment cycles are needed if innovations are to be ready in time
for series production.Moreover, thereis high cost pressure, which
is why innovations using ingenious approaches as well as mod-
ularization and standardization are necessary to be able to offer
customers cost-effective solutions. Close customer contact
helps us to identify and implement trends early on.

Our strategic approach

Innovation projects are to be found in the Automotive areas and
in the Commercial Vehicles product area. There are projects at
product level - for instance for new functions, materials or to
improve ergonomics and comfort - and process innovations,
such as in the use of new materials and optimized materials
processing.

In conjunction with the innovation management process, we
produce roadmaps that address both customer- and market-
drivenissues as well as the implementation of new technologies
inexisting products. Thisis all overseen by Research and Devel-
opment. Innovation projects are regularly discussed by various
panels with representatives from the Sales, Strategy and Prod-
uctManagement business areas. Moreover, ideas are presented
at customer events and the feedback is incorporated.

Development of modular and adaptive center consoles and
new seat suspension

Further progress was made on several innovation projects in
2023:

e A modularization approach has been developed for center
consoles that allows us to respond to customer requests for
a wide range of requirements quickly and cost-effectively
with pre-validated solutions: from a fixed basic console
through to a center console with high-quality features that
can be moved through the vehicle’s interior onrails.

e Systematicinvestigations are also underway to identify new
applicationsinthe context of electric mobility and the require-
ments these will place on the center console. As aresult, the
concept of an adaptive center console has been developed,
which can adapt flexibly to the needs of passengers during
a break for charging, for example.

e Development of electric air vents continued in 2023 to opti-
mizethe benefitsinterms of costs, comfort, performance and
compactness compared with conventional air vents.

e In the field of commercial vehicles, we are working on new
concepts for seat suspension to enhance comfortin agricul-
tural and construction machinery or forklifts over long work-
ingdays, andalso onaconcept for the intuitive and ergonomic
operation of functions integrated into the seat.

Outlook

GRAMMER will develop further innovation projects according to
its roadmap in the coming year. Among other things, there are
plans to expand the modular center console for passenger cars
and the ongoing development of new suspension systems for
commercial vehicle seats. We intend to maintain the intensive
contact with our customerstoidentify trends and market require-
ments early on.

The GRAMMER Group assumes responsibility for the environ-
ment and, in doing so, takes an integrated approach. The Com-
pany’s mission statement defines active environmental protec-
tion andtheresponsible use of resources as key goals. We also
aspire to reduce business-induced environmental impacts as
far aspossible. To make this areality, our production processes
are continuously analyzed and optimized to improve energy
efficiency and to reduce emissions. Moreover, we are cutting
waste volumes and water consumption while also helping to
enhance biodiversity.
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The success of our environmental activitiesis regularly reviewed
- both internally and with the assistance of outside partners.
Allof our Group’s facilities around the world have already imple-
mented an environmental management systemin accordance
with1S014001and defined local environmental targets and mea-
sures. This way, we are improving our environmental perfor-
mance on an ongoing basis: In 2023, GRAMMER received a B
grade from the Carbon Disclosure Project (CDP) in the area of
climate protection, andin the area of water safety, animprove-
ment from C to B- was achieved.

Overallresponsibility for environmental management has been
assigned to “Group Quality, Services and HSE”, which reports
to the Chairman of the Executive Board. This unit devises stra-
tegic parameters for environmental protection across the entire
Group. An environmental manager is assigned to each plant to
implement the measures.

41 Energy

As acompany with 39 production plants the world over, GRAMMER
consumes alarge amount of energy. In order to reduce ourimpact
on the environment and the climate, we are decreasing energy
consumption within our processes and promoting the use of
renewable energies.

Energy costs peakedin Germany in 2022 - also due to the Ukraine
conflict - but have fallen continuously since then. They are
expected to ease further without, however, reaching the level of
2020. Supply risks for energy and gas have decreased and a sta-
ble supply of gas and energy without unexpected shortages is
currently guaranteed.

Our strategic approach

Tomanage our energy consumption around the world, GRAMMER
is working with anenergy management system certified accord-
ing to IS0 50001, which we will be implementing at all production
facilities by the end of 2024. This way, energy consumption can
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be controlled, analyzed and reduced using targeted measures.
As of December 31,2023, 5690 of all production facilities and all
German sites were already certified according to IS0 50001. The
previous year’s target of having 100%o of all sites certified by the
end of 2023 was not achieved, but ten additional sites were cer-
tified by the end of February 2024 (769 in total).

We derive individual energy savings targets for the individual
plants from the strategic objectives: All production facilities have
abinding obligationtoimplement the energy roadmap. Theregions
each have their own manager for energy issues and the plants
are assisted by energy management officers.

In order to identify energy wastage and to ensure that our tech-
nology is up to date, we have been working with energy moni-
toring and performing potential analysis since 2020. The poten-
tial analysis has already been completed at all locations and will
berepeated annually. Initial savings measures have already been
derived from this: For example, some machinery and equipment
were leftin standby mode even though it was not needed at the
time. In addition, plant-precise measuring and the existing mate-
rialconsumption data can be usedto compare efficiency between
similar plants and increase it.

We areincreasingly sourcing electricity fromrenewable energies
for our power supply. All plants in Germany were switched to
green electricity as early as 2021; we aim to achieve this around
the world by 2025.

Measures to reduce energy consumption

Around two thirds of our production facilities are equipped with
smart meters to measure energy consumption in detail. Many of
our plants have made the switch to energy-saving LED lighting.
In addition, energy-efficient machinery such asinjection molding
systems have been purchased. CO, emissions were reduced by
490 per EUR/revenue compared with the previous year.

Outlook

The ISO 50001 energy management system, including energy
monitoring, will be introduced at all GRAMMER production facili-
ties worldwide by the end of 2024. Furthermore, energy potential
analysis will be continued and energy savings activities will be
derived from this.

GOAL
- Global launch of the IS0 50001 certified energy management
system by the end of 2024

4.2 (CO0,emissions

We allhave to cut our greenhouse gas emissions dramatically to
slow climate change - and we have to do it as quickly as possi-
ble. GRAMMER supports the 1.5 degree goal of the Paris Agree-
ment and has undertaken to significantly reduce its CO, emis-
sions worldwide: by 10090 by 2040 (Scope 1 and 2) compared
with the baseline year of 2019.

Reducing carbon dioxide emissions presents us with challenges:
The CO, standards set by lawmakers in the countries where we
operate or those demanded by customers areinconsistent, which
therefore demands a high level of initiative on the part of com-
panies. We anticipate opportunities from the wave of innovation
sparked by CO, requirements in the automotive industry. Com-
panies are also more appealing to customers and applicants
when they take responsibility and make a contributionto climate
protection. If they are unable to satisfy requirements, that can
lead to a loss of orders. Another risk is that the greater demand
for resources could lead to an investment backlog.

Our strategic approach

In 2019, we calculated the carbon emissions of our sites accord-
ing to the Greenhouse Gas Protocol (GHG Protocol). This involves
determining the Scope 1 and Scope 2 emissions. Scope 1 emis-
sions are direct emissions produced by the Company’s own
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energy generation or the production process. Scope 2 compri-
ses indirect emissions that arise, for instance, when externally
sourced electricity and heat are used. In 2023, Scope 1 compri-
sed 14,340t CO,e and Scope 2 52,863 t CO,e, which equates to
a reduction of -39%o in comparison with the previous year.

tof CO,e

2023 2019
Scope 1emissions 14,340 13,875
Scope 2 emissions 52,863 136,334

The goal: As against the baseline year of 2019, we intend to reduce
our Scope 1and 2 CO, emissions by 25%o by 2025, by 5090 by
2030 and by 100%o by 2040.

This goalis a top priority and is part of the short- and long-term
corporate strategy. To achieveit, since 2021 we have been work-
ing continuously on a company-wide basis to identify potential
toreduce emissions generated by processes and building equip-
ment and deriving economy measures from our findings. The
focusisonreducing energy consumption and switching the pur-
chase of electricity to renewable energies, as thisis where most
CO,emissions are created. CO, emissions and the success of our
reduction activities are being tracked at the level of the plants,
the regions and globally.

We have also beguncalculating our Scope 3 emissions with exter-
nal assistance. These include, for example, purchased (input)
products, company travel, logistics processes or employeetravel
to or fromwork. To calculate the CO, emissions within our supply
chain, the Group will establish the carbon footprint of its suppli-
ers.

Under the coordination of the CSR units, alldepartments at GRAM-
MER areinvolvedintheissue of CO, emissions. There are working
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groups on variousissues such as energy efficiency, sustainable
procurement and sustainable materials. The “Materials and Sus-
tainability” team within “Research and Development” is respon-
sible for calculating the CO, footprints of GRAMMER products with
the appropriate tools.

More green electricity

Through the increased use of electricity from renewable
sources, we were able to reduce our CO, emissions by 1,135 t
CO, in comparison with the previous year. Moreover, various
campaigns and training activities were carried out at all GRAM-
MER locations to raise employee awareness for the economical
and responsible use of energy.

In addition to technical CO, reduction activities, GRAMMER has
also started additional initiatives to protect the environment
and operate in an environmentally-friendly manner. The “Nom-
ination Tree” initiative, which obliges suppliers all over the world
toplantatreeforevery new order, hasbeenin place since 2021.
This project is part of our commitment to protect the climate
and the environment.

Outlook

IN2024, we will continue to work on our reduction targets, steadily
increase the use of green electricity at our global locations and
enhance our energy efficiency. In addition, the CO, emissionsin
the use phase of our products will be further reduced as well. We
believe that the biggest lever for thisis lightweight construction,
which saves fuel while vehicles are operating.

GOALS
- Reduction of CO, emissions (Scope 1and 2) by 50%o
by 2030 and by 100%b by 2040

- Gradual transition to 1009 green electricity at all locations
around the world by 2025

4.3 Waste

Waste negatively impacts the environment - in the soil, water
and air. To the best of its ability, GRAMMER therefore attempts to
reduce waste and, where waste is unavoidable, to recycle or
otherwisereuseit. If materials are reintroduced to the cycle, this
also helpsto conserve naturalresources. We dispose of our waste
- properly - only after all other options have been exhausted.

One challenge for the uniform company-wide waste strategy is
that the circular economy systems have developed differently
from country to country. While Germany has a good recycling
infrastructure, countries such as Turkey, Bulgaria and Mexico
oftenonly have landfills as an option. Opportunitieslieinthe devel-
opment of innovative packaging systems, such as packaging
made from recycled material, which can be reused in a closed
loop.

Our strategic approach

At GRAMMER, we want to reduce waste, minimize hazardous
waste, increase the recycling of waste and ensure that appro-
priate waste disposal and recycling methods are applied. The
waste issue is a part of the strategic “Sustainable Company”
initiative and is taken into account in the environmental man-
agement system already certified according to IS0 14001 at all
GRAMMER locations. We regularly audit our waste disposal and
produce annual waste reports to derive measures for optimi-
zation.

All waste flows have been analyzed with the aim of ensuring
the utmost possible recycling, and contracts have been signed
with certified waste disposal companies. Our stated aimis that
waste should not end up in landfills.

In addition, we have set up a global improvement program for

our internal packaging that particularly emphasizes reduction,
reuse and recycling.

62



Plastic waste reduced
We used various measures to improve our waste management
in2023:

e Plastic wastein productionwasreduced by regranulation. Plas-
ticwasteis grounddirectly where the machinery islocated and
sold to dealers who reintroduce the granulate into the cycle. In
another initiative, waste was reduced by optimizing leather
cutting.

¢ Inpackaging, options were foundto reuse our suppliers’ pack-
aging materials for transport within our own locations.

e Moreover, packaging volumes forinternal transport and plastic
waste were reduced while at the same time increasing the
share of recyclable packaging materials. The global recycling
rate was improved through better pre-sorting and separation
of materials. Moreover, a potential analysis was carried out for
new reusable and recyclable packaging materials.

e Ourpaper consumptionhasbeen furtherreduced as well: Writ-
ten correspondence with our suppliers was again handled
almost entirely electronically in 2023.

Outlook

In 2024, waste disposal will be continuously optimized and the
waste volume (that cannot be reused/recycled) will be reduced
by a further 290. We intend to cut our landfill use as well.
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4.4 Water

Drinking water is already scarce in many regions of the world
today. According to UN estimates, almost half of the world’s
population already lives in areas threatened by water short-
ages for at least one month per year. Ongoing climate change
isincreasing therisk of droughtinmany places. GRAMMER wants
to help to sustainably safeguard the water supply. We therefore
use water sparingly and are constantly reducing our consump-
tion.

The availability of drinking water at GRAMMER’s locations
already merits greater attention. Theissue is becomingincreas-
ingly important for our customers as well: They are demanding
transparency of their suppliers’ water consumption. If water at
our locations becomes scarce, that would affect production
and the lives of employees in the area concerned. If we can
reduce our water consumption now, we will be helping to con-
serve avaluable resource, and at the same time we will be bet-
ter prepared for an acute water shortage. One opportunity lies
in using the various means available for water treatment.

Our strategic approach

Saving water is a strategic objective in the company-wide “Sus-
tainable Company” initiative. The global and regional manage-
ment teams set targets for cutting water consumption. These
targets are a part of the sustainability roadmap and are followed
by the plants. At global level, responsibility for this lies with the
Group’s Environment, Health and Safety and Energy managers
and the CSR department; at the plants, it lies with the respective
production management and the person responsible in environ-
ment, health and occupational health and safety management.
Theyregularly reportto management onthe current status. More-
over, theresults for the annual sustainability rating are regularly

reported to the CDP inthe water security survey (see section1.5,
p. 54). Savings measures focus on water-intensive production
processes such asinjection and blow molding and cleaning pro-
cesses for coating systems.

Water consumption remains constant

Our global water consumption hasincreased slightly incompar-
isonwith the previous year - due to our new plantin Hefei (China)
and starting glass processing for parts of our center consoles.
However, through various measures, we have succeeded in
keeping global water consumptionin relation to revenue (2023:
0.151 m¥/million EUR revenue) at a similar level to the previous
year (2022: 0148 m3/EUR m revenue).

Outlook

We will continue to optimize our water use in 2024 and reduce
water consumption in relation to revenue (mé/million EUR reve-
nue) by 290 against the previous year.

4.5 Biodiversity

Biodiversity, which includes both fauna and flora, is essential to
ensure the functionality of ecosystems. But many species are
facing extinction - such asinsects like bees and butterflies, which
make sure that crops are pollinated and bear fruit. If the insect
die-off continues, entire habitats and ecosystems would col-
lapse. Since we are aware of our responsibility for our environ-
ment, GRAMMERis committed to the conservation of biodiversity.

We canmake a contribution to conservation by running our facil-
ities sustainably. One challenge is to incorporate the entire sup-
ply chain. Inthis context, it is important to first ascertain suppli-
ers’ impact on biodiversity in order to tackle joint biodiversity
conservation projects moving ahead.
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Our strategic approach

The CSR, Environment, Health and Safety and Energy units are
responsible for biodiversity at GRAMMER. The protection of bio-
diversity is taken into account in all relevant business areas,
especially at the production sites. We plant the grounds in order
to provide animals with a habitat, at Ursensollen (Germany), for
example, the grounds are continuously designed with biodiver-
sityinmind. When new locations are being established, internal
standards ensure that the local biodiversity is impacted as lit-
tle aspossible. We raise employee awareness for conservation
in the annual training on our environmental management sys-
tem.

Protection of insect diversity

Bees, bumblebees and butterflies play animportant partin the
conservation of agriculture and ecosystems. In 2023, we
planted a field of flowers covering an area of 2,900 m? at our
siteinUrsensollen (Germany), and livestock ensure the ecolog-
ical upkeep of our lawns.

Outlook

We will continue to broaden our commitment to biodiversity
moving ahead and incorporate it into our business processes.
Our efforts to raise employee awareness will be continued as
well.

GRAMMER

GRAMMER'’s suppliers, service providers and partners are an
important part of the value chain. And their activities also have
an impact on the environment, people and society. GRAMMER
takes responsibility beyond the confines of its factory walls -
anditis makingits supply chain sustainable: We expect all sup-
pliers, service providers and partnerstolive up to the same high
environmental and social standards that we do. For instance,
this includes fair working conditions, respecting human rights,
the exclusion of conflict minerals, the reduction of carbon emis-
sions, energy-efficient production and the avoidance of waste.

Product Design
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5.1 Supplier management for environmental and social stan-
dards

As amanufacturing company, GRAMMER s dependent onaglobal
network of suppliers. For example, suppliers provide us with com-
modities, raw materials, parts, packaging, technology, tools and
various services. In order to guarantee sustainability not just
withinthe Company but along our supply chain as well, we ensure
that supplierslive up to our environmental and social standards.

The ongoing conflicts in Ukraine and the Gaza Strip, attacks in
the region surrounding the Suez Canal/Red Seq, and climatic
effects (such as low water in the Panama Canal) will continue
causing problems in supply chains. This can lead to suppliers
making decisions that go against environmental and social stan-
dards. The new German Supply Chain Due Diligence Act (LkSG)
can both counteract this and create transparency. We believe
that an opportunity also lies in our digital structure and the sup-
port tools with which risk management and CSR issues can be
efficiently guided in the supply chain.

Our strategic approach

GRAMMER works with a Supplier Code of Conductin order to man-
age sustainability in our supply chain. This covers all relevant
sustainability criteria, as well as statutory guidelines, ethicaland
international standards, and the requirements of our system of
values. The Supplier Code of Conduct has been a component of
every digital supplier RFQ since 2017 and its contents were
expandedin 2023: Suppliers have to signit electronically before
they can make an offer. In it, they undertake to fight child and
forcedlabor, to pay their employees fairly and to protect the envi-
ronment. The Supplier Code of Conduct can be accessed by all
business partners at all times on the digital supplier portal.

GRAMMER uses its digital procurement platform to update sup-
plier data each year and to have suppliers confirm compliance
with its CSR guidelines, which are set out in the Code of Conduct
and in contracts with Terms and Conditions (GTCs). Their compli-
ance is monitored at regular intervals. Where necessary, we
assist our suppliers with their ongoing development - or we dis-
connect from suppliers who do not live up to our environmental
and social standards. Suppliers are digitally informed of relevant
changes, such as new requirements.

Using a digital risk management system, we monitor geopolitical
events and their effect on the supply chain at all times. In addi-
tion, we have implemented a software for sustainability issues
that also fully covers the requirements of the German Supply
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Chain Due Diligence Act. Here, suppliers must answer standard-
ized questionnaires concerning the environment, anti-corruption,
humanrights, working conditions and responsibility inthe supply
chain and, if applicable, provide evidence for their answers with
certificates. The system analyzes this information and these
certificatesindependently to performan assessment of the sup-
plier. If necessary, possible countermeasures are subsequently
defined within GRAMMER and documented in the system.

GRAMMER far exceeds the statutory requirements inits supplier
management - and makes a positive contribution to a sustain-
able supply chain. Suppliers sign our standards and policies and
carbon emissions are inquired about in the contract award pro-
cess. Single-use packaging is increasingly being replaced with
reusable packaging. We have set ourselves the target of buying
electricity from renewable energies throughout the world by
2025. And in the “Nomination Tree” project, suppliers must con-
tinue to commit to planting a tree for every new order.

The sustainable supplier management officer is responsible for
introducing, ensuring and complying with the relevant sustain-
ability issues in the supply chain. He is aided by several employ-
ees; the team works closely with the CSR department.

Implementation of the new German Supply Chain Due Diligence Act
IN2022, GRAMMERintroduced an ESG risk management platform
and created areporting structure toreceive supplier datafor the
new German Supply Chain Due Diligence Act. The ESG platform
was also incorporated into our existing digital SCM' landscape
comprising the e-procurement and SCM risk management sys-
tem and the results are included in the tender information. In
addition, employee training has been carried out on the German
Supply Chain Due Diligence Act and the potential to reduce emis-
sions in the supply chain. In addition, the supplier portal on the

'SCM = Supply Chain Management.

GRAMMER

website and our terms and conditions were updated in line with
the new statutory requirements and ESG criteria.

Besides the introduction of the ESG system to comply with the
German Supply Chain Due Diligence Act, we have also developed
aninternal SCM matrix. This specifies how we act in the case of
violations, from minor to serious ones, and which units must be
involved when to comply with the requisite escalation stages.
This matrix and its definition were developed on the basis of the
GRAMMER Group’s global risk management system. Cases that
gobeyond SCM arethen also passedto central risk management
to define global measures, if appropriate.

Outlook

In the coming years, GRAMMER will establish even more trans-
parency regarding compliance with environmental and social
standards in its supply chain in accordance with German
Supply Chain Due Diligence Act and furtherimprove its sustain-
ability. Among other things, carbon emissions within the global
supply chain (upstream) willbe reduced by 20 %o by 2030 com-
pared with the baseline year of 2021,

The Nomination Tree will be replaced by another initiative inthe
future: the “Top 100 Green Supplier Program.” Itis aimed at pro-
moting use of renewable energies and implementation of envi-
ronmental management systems by our suppliers.

GOALS
- 10090 of global suppliers confirm the GRAMMER standard
contract

- Transparency and management of compliance with human
rights and environmental due diligence by our suppliersin
accordance with the German Supply Chain Due Diligence Act

5.2 Procurement of commodities from an environmental per-
spective

Natural resources are scarce, and their extraction and process-
ing can cause harm to the environment, the climate and people.
We therefore ensure that the commodities in GRAMMER products
come from sustainable sources as far as possible — and that
suppliers comply with our environmental and social standards
along the entire supply chain.

Procurement of commadities has become far more complex as
aresultof the crisesinrecent years and the ever increasing geo-
political tensions. The limited availability of materials is present-
ing companies all over the world with challenges. This applies to
environmental aspects as well; longer transport distances, for
example, have to be tolerated. Another risk is that the extraction
of commodities is often energy-intensive and can have a nega-
tiveimpact on people and the environment. The circular economy
and the use of innovative materials from renewable resources
(see section 3.3, pp. 59-60) are opportunities to mitigate this im-
pact and to conserve resources.

Our strategic approach

Generally, even when selecting its suppliers, GRAMMER ensures
that they comply with environmental and social standards and
do not use conflict materials. They make this commitment by
signing our Supplier Code of Conduct (see section 5.1, pp. 64-65).
When procuring plastic granulates, suppliers are advised that
their specifications should be environmentally sustainable and
that environmental impact should be avoided in production. In
theearly stage, we focus on choosing sustainable materials and
technologies to reduce carbon emissions.

We use the global standard International Material Data System
(IMDS) for the automotive industry to manage materials data.
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Carmakers use this system to manage the aspects of the mate-
rials used in their vehicles that are relevant to the environment
and toreconstruct the entire material flow. Itis the responsibility
of the data creator to ensure that the requirements are passed
on along the supply chain. GRAMMER therefore stipulates in its
terms and conditions of purchase andinits Code of Conduct that
its suppliers must use the database. In order to emphasize that
the entire supply chain must comply with our requirements, the
issue of human rights, the possibility of an audit and the trans-
mission of responsibility to second-tier suppliers were added to
the Company’s Terms and Conditions and its Code of Conduct.

GRAMMER pays special attention to conflict minerals, such as
zing, tantalum, tungsten and gold, which are often mined in
regions exposed to high conflict potential. We are systematically
optimizing our processes to further exclude the use of conflict
materials, the financing of conflicts and the violation of human
rights. We determine the origin of metals in consultation with our
suppliers as they are not sourced directly from mines or smelt-
ers but might be contained in intermediate products. To promote
transparency along the supply chain, we produce annual reports
based onthe conflict mineralreporting template and the extended
minerals reporting template (supplemented by cobalt and mica)
published by the Responsible Minerals Initiative (RMI). The results
are made available to our customers on request.

We expect our suppliers to source minerals contained inthe com-
ponents, parts and products that they produce from conflict-free
sources, to introduce guidelines to this effect and to demand
compliance from their own suppliers. We also expect our suppli-
ers to collaborate with their own suppliers to trace conflict min-
erals at least to the smelter and to encourage them to use stan-
dard reporting procedures.

GRAMMER

To controlthe supply chain sustainably and to verify compliance
with standards, we use a digital procurement platform that is
linked to arisk management and ESG risk management platform
(see section 5.1, pp. 64-65). The supply chain management team
isresponsible for compliance with environmental and social stan-
dards in the supply chain.

Risk management system established

The SPHERA-SCMrisk management softwareintroducedin2022
(previously “Riskmethods”) has establisheditself as anintegral
component of supplier management. By linking with a separate
ESG system, it gives the supply chain management team com-
plete transparency regarding all human rights and environ-
ment-related events at suppliers. Thisintegration allows a com-
plete overview and helps the team to determine appropriate
countermeasures.

Outlook

In collaboration with our strategic suppliers, we are currently
working on additional targets for the procurement of sustainable
materials. Cross-departmental discussions are also ongoing to
usethe ESG system for conflict materials, cobalt, and mica, REACH
and also ROHS to improve efficiency within the Company and at
suppliers. The aimis to operate free from conflict minerals, other
dangers or environmentally harmful materials.

GOALS

- 20 %o reduction in carbon emissions within the global supply
chain (upstream) by 2030 compared with the baseline year
of 2021

- Increase in the recycled content of raw materials

5.3 Working conditions and human rights

Fair working conditions and respect for humanrights are not just
essential for ahealthy work environment for GRAMMER’s employ-
ees all over the world. They also foster trust in our Company
among customers and the public at large. GRAMMER is aware of
its responsibility - andit ensures thathumanrights are respected
within the Company and along its supply chain.

One of the biggest risks for international companies is that they
donothave absolute control over their downstream and upstream
supply chains. Local law is not always compatible with interna-
tional human rights standards, which can lead to discrimination.
At the same time, there are many opportunities for companies
to shape and improve the working conditions within their own
operations. For example, these options include implementing a
management system for occupational health and safety or cre-
ating more attractive working conditions to attract and retain
qualified employees.

Our strategic approach

GRAMMER is committed to the core labor standards defined by
the International Labour Organization (ILO) and the UN Univer-
sal Declaration of Human Rights. To emphasize its commitment
to fair working conditions, GRAMMER’s Executive Board has
made a Human Rights Policy that can be viewed onthe website.
At all our plants around the world, we are introducing a man-
agement system for occupational health and safety according
to IS0 45001 and thus guaranteeing fair and safe working con-
ditions within the Company (see section 6.4, pp. 70-71). More-
over, we have created the position of a human rights officer
who reports directly to the Executive Board.
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The Employee Code of Conduct covers such matters as con-
ductinrelationto humanrights as well as child and forced labor.
The Code of Conduct applies throughout the Group. Further
information onthe Code of Conduct can be found on GRAMMER's
intranet pagesinallrelevantlanguages for allemployees. More-
over, we areraising employee awareness of humanrightsissues
on an ongoing basis with the “Compliance” e-learning module
and in face-to-face training.

GRAMMER wishes to safeguard fair working conditions and
human rights along its supply chain as well. The Supplier Code
of Conduct and the Terms and Conditions have been updated
inthisregard to give even more weight to these issues. By sign-
ing them, suppliers undertake to uphold our environmental and
social standards and to pass them on to their suppliers as well.
We verify this with our ESG risk management software. The
updated Supplier Code of Conduct and the Employee Code of
Conduct have been available to employees on GRAMMER's
website since January 2023.

A grievance mechanism has been set up as well: Employees
and external stakeholders can report breaches of our stan-
dards anonymously using a complaints system. A position was
established for this purpose in Legal, who contacts the Office
for SCM Governance and Processes on receipt of reports from
suppliers. We investigate any information received thoroughly
and systematically, and we take appropriate action where nec-
essary. This is the responsibility of an interdisciplinary team
consisting of representatives from Compliance, Legal, HR and
the Executive Board (see section 2.1, p. 55).

In order to manage the supply chain regarding sustainability
issues and to establish transparency, GRAMMER uses a digital
ESGrisk management platform that requests data and support-
ing documentation for all relevant sustainability issues and
generates a supplier rating.

GRAMMER

Compliance e-learning launched

In 2022, we launched mandatory e-learning on “Compliance,”
which also covers human rights issues. Currently, all material
cases relating to the German Supply Chain Due Diligence Act are
examined in a multi-departmental team with representatives
from CSR, Compliance, Legal and Supply Chain Management; in
the event of suppliers deviating from or violating the Act, the
matter will be investigated immediately. A mechanism for mea-
sureswasimplementedinthe ESG system to document and rem-
edy such cases for this purpose.

Outlook

The certification of occupational health and safety systems at
all GRAMMER plantsinaccordance with 1S0 45001 willbe completed
by the end of 2024. 77%o of all plants are currently certified.

Above all, GRAMMER owes its success as a company to the per-
formance and dedication of its global team: With great personal
commitment, GRAMMER’s 14,000 or so employees around the
world develop and produce solutions and innovations that make
mobility safer, more comfortable and more sustainable for mil-
lions of people. We therefore attach greatimportance to the well-
being of GRAMMER’s employees - and tothem allhaving the same
opportunities to achieve their full potential. Responsibility as a
corporate citizen is also an important part of our sustainability
concept. GRAMMER therefore supports social and culturalinitia-
tives all over the world.

6.1 Employee satisfaction

Employees who enjoy coming to work and who feel comfortable
and safe atwork are the foundation for creativity, innovation and
business success. That is why we wish to preserve and further
enhance the satisfaction and engagement of our employees.

The changes in the world of work are not going unnoticed: The
shortage of skilled workers across all industries are making it
increasingly important for companies to create an even more
attractive work environment so as to remain interesting as an
employer. Employees’ expectations have changed as well: In
addition to fair pay, many also want a better work-life balance,
individual development opportunities and flexible options for
working from home. The cultural shift withinthe Company, which
has acceleratedinrecent years, is helping to keep the GRAMMER
Group attractive on the labor market and to retain employeesin
the long term.

Our strategic approach

“Group Human Resources” (Group HR) is in charge of employee
matters and of maintaining the corporate culture. Together with
management, it is also responsible for turning employees into
experts or managers and helps them to develop their respec-
tive strengths at work. Global HRis assigned directly to the CFO.

Various offers and benefits promote satisfaction among GRAM-
MER employees, such as fair pay according to the collective
agreement, controlled and flexible working hours, remote work-
ing, various training and development options and a company
pension. The “MyLife@GRAMMER” program provides employees
with extra support through all stages of life; the range extends
from childcare and caring for family members to health promo-
tion and coaching on psychological stress, family, partnership
or parenting issues.

A crucial factor in employee satisfaction is corporate culture.
Employees canonly feel comfortable at work and achieve their
full potential when the corporate culture is characterized by
trust and respect. We have therefore defined our four principles
of cooperation and leadership in the “GRAMMER Way of Work-
ing” (WoW): Collaboration, Openness, Drive and Empowerment
(CODE). Together withthe Human Resources strategy, they guide
and support GRAMMER’s corporate strategy — and are system-
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Collaboration

We support each other
to achieve our common
goals as one team.

Openness

We communicate in

a timely, transparent
and respectful manner.

Drive
We are always working

with energy, speed and
the dedication to deliver.

Empowerment

We enable employees
to take ownership.

TRUST & RESPECT

atically linked to sustainability concepts. The four CODE pringci-
ples create the framework for respectful and trusting interac-
tions. Various, sometimes mandatory, training courses,
coaching sessions and workshops for management and
employees help to ensure that the principles are putinto prac-
tice throughout the Company and that the culture of mutual
appreciation continues to grow. To this end, numerous work-
shopsbased onthe WoW method were heldin2023. They focused
on strategy, team development and worker participation.

WoW maturity checks were also carried out with the aim of deter-
mining the degree to which WoW culture has been implemented
and providing help inthe form of training or advice. We carry out
company-wide surveys to assess employee satisfaction. This
evaluates aspects that are key to employee motivation and loy-
alty, and areas for improvement are derived from the feedback.

GRAMMER Combined separate non-financial report 2023

Various global, regional and local projects have already been
launched on the basis of the results.

Next Generation Day: tomorrow’s specialists

The first GRAMMER Next Generation Day was organized in
November 2023 in order to guarantee that we secure the spe-
cialists we need in the long term and to publicize the opportu-
nities available at GRAMMER. Approximately 100 children of
employees aged between 10 and 17 were invited to spend an
interesting, varied day at GRAMMER and subsequently become
familiar with their parents’ jobs. The extremely positive feed-
back from the group of young participants and their parentsis
evidence of the huge success of the event.

Outlook

In 2024, we want to further enhance our employee satisfaction
and will continually implement the measures derived from the
employee survey globally.

Sincetheend of 2023, employees fromallthree regions have been
trained as WoW ambassadors and given the necessary skills to
continue promoting WoW and the WoW Code. Employees will start
their own training and briefings from the second quarter of 2024.

6.2 Employee development

Qualified and motivated employees are a key building block for
GRAMMER’s success. Thisis why we encourage the development
of skills at all locations around the world - and see ourselves as
a learning organization.

Employee development is an investment in the future: In order to
be consistently successful as adriving force ininnovation, GRAM-
MER needs a culture of continuous learning. If we offer our employ-
ees interesting development opportunities, this also increases
their job satisfaction and our appeal as an employer. If such train-
ing development opportunities are absent, the capacity for inno-
vationsuffersasaresult. Sooner or later, there will also be a short-
age of the skills needed to survive on the market in the long term.

Our strategic approach

The systematic and tailored advancement of all employees falls
withinthe remit of HR Development and management. This takes
into account boththeindividual capabilities and needs of employ-
ees as well as the current and future market requirements.

At the GRAMMER Academy, employees can learn more about
issues such as project management, intercultural skills or pre-
sentation and communicationtechniques. The learning platform
ishometo awiderange of e-learning options that employees can
take advantage of. Acomprehensive range of trainingis available
to our production employees as well so that they can expand
their operational capabilities. This training takes place on site at
the plants.
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The average number of training hours per employee in Germany
was 15in2023.

We wish to fill most key positions from within our own organiza-
tion. Two advancement programs have therefore been developed
specifically for managers and young professionals: The Talent
Circleis designed for talented staff with the potential to progress
to senior positions and responsibilities, while the Way of Leading
program teaches managers the principles of leadership and
employee development.

In conjunction with performance appraisals, development inter-
views are conducted between allemployees andtheir respective
managers at least once a year. Together, they analyze develop-
ment requirements, define goals and agree corresponding train-
ing activities. These developmentinterviews are based partly on
our Group-wide succession planning, which is being devised as
part of the talent management process applicable around the
world.

We have also created the necessary transparency regarding
vacant positions, both externally andinternally, through the suc-
cessful introduction of a new e-recruitment system. This gives
all employees the chance to recognize and seize development
and career opportunities.

Outlook

Inthe coming year, we want to continue developing programs for
managers, young professionals and specialists. Our range of vir-
tual training and face-to-face training, coaching and mentoring
is to be expanded as well. There are plans in the next few years
to make our GRAMMER Academy e-learning platform available to
employees at the plants as well.

GRAMMER

6.3 Diversity and equal opportunities

The basic values of trust and respect — and therefore diversity
and equal opportunities for allemployees — are embedded in the
GRAMMER corporate culture, which is described by the Wow
Code.

An open, tolerant and appreciative working culture has many
advantages: Diverse andinclusive companies are seen as attrac-
tive employers. They attract qualified employees who are happy
to work there and often remain within the Company for many
years. Moreover, studies have shown that diverse teams work
more successfully. When different perspectives are considered,
this frequently leads to better decisions. However, if inclusive
cooperation does not work, this can give rise to conflicts, thereby
causing performance and innovation to suffer.

Our strategic approach

We do not see diversity as a passing fad - it is the reality we
practice and has been for decades: The GRAMMER Group has 44
production and logistics facilities in 19 countries. Its workforce is
correspondingly international and diverse. We actively encour-
age openness and respectful, appreciative interactions: N 2006,
GRAMMER became one of the first companies to sign the Diver-
sity Charter - thereby making a commitment to advocating for
diversity and appreciationin the workplace. Equal opportunities
for all employees are enshrined in the Code of Conduct. We take
action against any form of discrimination or harassment at work
- whether on the basis of ethnic origin, gender, religion or ideol-
ogy, disability, age or sexual identity. Employees can report any
incidents to the Compliance department using an internal whis-
tleblower system. Intercultural training sessions, language
courses and team-building exercises are offered for employees
around the world to foster openness and a mutual understand-
ing in mixed teams.

We seek areasonable gender balance and support and encour-
age women at the Company. The share of women at GRAMMER
is currently around 449%bo. The goal of keeping the global percent-
age of women at around 45%o remains in effect. The target of
3390 for the representation of women for listed companies was
surpassed withinthe Executive Board. The global share of women
in management positions at the first management level below
the Executive Boardis currently around16.7%. Greatimportance
is attached to equality in employee remuneration: We regularly
review salary levels to ensure that women and men receive the
same pay for the same performance. The internal net work of
women, “Ladies@GRAMMER”, enhances the professional sharing
of experiences, providesthe opportunity for mutual support and
facilitates the transfer of expertise.

A representative body for employees with disabilities has been
setupinGermany aswell. It ensuresthat the interests of employ-
ees with disabilities are taken into account and promotes their
integration into the Company.

The GRAMMER Diversity Week 2023 to mark the 1ith German Diver-
sity Day of the Diversity Charter in May addressed the issue of
unconscious bias. A global campaign and numerous campaigns
on various communication channels raised employees’ aware-
ness of thisissue. A new e-learning module prepared especially
for GRAMMER proved very popular. An area of the intranet focus-
ing on diversity, equity, inclusion & belonging (DEIB) was signifi-
cantly expanded to ensure information is accessible at all times.
A global team will also devise a DEIB strategy including focus
issues by the end of 2025.

Outlook

The percentage of women in global top management is to be
increased to 2090 by 2030. Depending ontheissue, we will grad-
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ually implement the defined issues and measures in national
project groups over the coming year. Our internal campaign and
our range of DEIBtraining opportunities will also continue in 2024.

GOAL
- Increasing the percentage of women in global top
management to 20%o by 2030

6.4 Occupational health and safety

Employee health and safety is paramount for a production com-
pany such as GRAMMER. The goalis to avoid work accidents and
to actively help our employees to stay fit and effective.

This requires the introduction of a health and safety mentality
across all levels of the Company’s hierarchy: Employees share
inthe responsibility for safety inthe workplace. The security cul-
ture within the Company can only grow if everyone is involved.
The challenge is to establish a uniform health and safety stan-
dard for all GRAMMER locations around the world - despite the
differences in national legislation.

Our strategic approach

GRAMMER runs a health and safety organization that encom-
passes alllocations to guarantee employee health and safety in
the workplace to the best of its ability. This organization consists
of experts at global, regional and plant level. Plant management
ateach GRAMMER siteis responsible for occupational safety and
is supported by an Environment, Health and Safety manager.

GRAMMER has its health and safety certified in order to effec-
tively integrate occupational health and safety into day-to-day
practice: The ISO 45001 standard will gradually be implemented
in all regions around the world. The certification rate currently
stands at 77%o.

GRAMMER

We are constantly monitoring the development of employee
health and safety within the Company and regularly organize
health and safety campaigns. Accidents are thoroughly analyzed
and company-wide measures are derived fromthistoreduce the
safety risk moving ahead.

We measure the frequency of accidents in the Company using
the lost time incident frequency rate (LTIFR). This measures the
number of reportable accidents with at least one day of work
lost per million hours worked in the GRAMMER Group worldwide.
The LTIFR provides a visualization of the trend in the number of
accidents over time. In the past few years, we have succeeded
insteadily reducing the accident frequency rate from 6.17 (2020)
to 4.04 (2021), 3.33 (2022) and 2.27 in the reporting year. The
goalof continually reducing the LTIFR was thus achieved - which
demonstrates that the steps taken are effective and that the
culture of health and safety at GRAMMER is constantly improv-
ing. The global LTIFR target is reduced each year compared to
the figure for the previous year.

Atthe sitesin Germany, there are also health management com-
mittees that devise concepts for promoting employee health,
suchasthehealthtask forceinUrsensollen. Inadditionto advice
onoccupationalmedicine, GRAMMER also offers voluntary health
services, such as annual flu and coronavirus vaccinations as
well as eye tests.

GRAMMER attaches greatimportance to the mental wellbeing of
its employees as well. We therefore offer professional support
for socialissues (see section 6.1, pp. 67-68). Inmany regions, ser-
vices have been set up to offer employees advice on, for exam-
ple, particular life situations or matters of work-life balance. We
work with renowned external partners to ensure absolute con-
fidentiality regarding sensitive issues.

IS0 45001 certification at facilities

Good progress was madeinthe S0 45001 certification of our facil-
itiesin 2023: 77%o of all facilities around the world have now been
certified. In addition, a uniform structure was established for the
health and safety organization at all locations and the new orga-
nizationwas almost entirely putinto practice. We haveimplemented
occupationalhealth and safety software, which digitally and cen-
trally records relevant data, manages occupational health and
safety and tracks trends within the Company.

Glohal focus on safety and health

We hold campaign days, such as the “World Day for Safety and
Health at Work”, “World First Aid Day” and “Fire Prevention Day”
atour facilities around the world throughout the year. In addition
toprovidinglots of information, these include practical exercises
for all employees, which were met with a great deal of interest.

Forexample, our Mexicanfacilities established a comprehensive
program for employees to mark World Health Day on April 7. In
addition to lectures on physical health or childhood cancer, col-
leagues could be tested for HIV or receive vaccinations.

The COVID pandemic kept us busy in 2023 as well. In addition to
implementing all statutory requirements in the individual coun-
tries and providing regular testing and vaccination campaigns,
GRAMMER took extra measures to reduce the risk of infection
within the Company. Contact events were reduced and the risk
of spreading the disease was avoided by remote working, less
business travel and the restriction of outside visitors.

The measures to improve occupational health and safety were
effective: We achieved the goal of an LTIFR of less than 4.5in all
regions and the goal of an absence rate of less than 5%o: This
was 4.17%o in 2023 after 4.41% in the previous year.
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Outlook

The IS0 45001 certification of all GRAMMER locations is to be
completed by the end of 2024. We also intend to finalize the
implementation of the uniform health and safety organization
in all locations. Moreover, various information campaigns and
health and safety training events will be organized to further
reduce the number of accidents and to promote the health of
our employees.

GOAL
- Introduction of ISO 45001 occupational health and safety
certification at all GRAMMER locations by the end of 2024

6.5 Social Commitment

At GRAMMER, besides protecting the environment and the cli-
mate, sustainability also means accepting social responsibility
and seeking to find a balance between the interests of employ-
ees, shareholders, customers and society atlarge. We therefore
supportanumber of social projects, educationalinstitutions and
voluntary activities at our sites around the world. In doing so, we
always observe the principles of our Code of Conduct and our
global sponsorship policies.

Being involved in social projects can have a lot of advantages
for companies: The commitment to the public interest has a pos-
itive effect on society, the environment and employees. At the
same time, it improves their reputation, which can help them to
attract new employees. In order to fully take advantage of these
opportunities, itisimportant to manage social engagement glob-
ally sothatit fits with the company’s strategy. One challenge can
be giving employees enough time from their daily duties to coor-
dinate social projects and setting aside firm budgets. Moreover,
itis not always easy to choose projects that will demonstrably
benefit society, employees and the environment as their impact
is often difficult to measure.

GRAMMER

Our strategic approach

Our donations and sponsorship activities focus on assisting
social facilities and projects. Moreover, GRAMMER supports
sports, concentrating in particular on young people in different
teamsports.Inthe area of secondary and tertiary education, we
take partin various partnerships and development and sponsor-
shipprograms. The goalisto prepare young people for the employ-
ment market. We do not support political parties or similar lobby
groups.

Inorder to even better combine individual employee engagement
at locations with the Company’s support, a rough concept has
been drawn up that we will develop further. The Strategy,
Marketing, Communication and CSR department is responsible
for social engagement at GRAMMER.

Global social initiatives

GRAMMER was againinvolvedin social projects around the world
in 2023. We carried out various activities as part of the “Green
GRAMMER Week” at our Brazilian plant in Atibaia, including pro-
moting environmental awareness in children aged from 6 to 10.
Recyclable materials such as foam, textiles and pallet wood
were used there to make products for donation. We started a
children’s summer camp in Beijing (China) to inspire and pro-
mote interest in science and environmentally friendly technol-
0gy among the younger generation. These initiatives in Atibaia
and Beijing successfully combine social and environmental
aspects and reflect our commitment as a “Sustainable Com-

pany.”

Employees participatedin a specialinitiative at the Ursensollen
and Haselmuhl (Germany) plants. GRAMMER employees fulfilled
the Christmas wishes of children fromlow-income families under
the motto “Wish Tree.” Intotal 242 packages were handed over
to givethese children a special, joyful Christmas. This campaign

emphasizes our commitment to social responsibility and sus-
tainability.

Inresponse tothe severe earthquake in Turkey and Syria atthe
beginning of February 2023, GRAMMER donated EUR 10,000 to
Aktion Deutschland HilfteV. — arelief organization active on the
ground in crisis regions. This financial support helped provide
immediate assistance.

Outlook

In 2024, we intend to continue supporting our employees’ vol-
unteer work around the world, devise a comprehensive concept
for social engagement and embed the issue even more deeply
into the Company’s structures.

GOALS
- Improving and aiding volunteer work by GRAMMER
employees around the world

- Fleshing out a concept for social engagement and
embedding it in structures at GRAMMER locations around
the world
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71  Background and objectives

The European Union (EU) has made the process of transform-
ing Europe’s economy into a greener and more environmentally
friendly system a priority for its political action. Channeling cash
flowsinto sustainable investmentis seen asthekey to success.
In the Taxonomy, the EU has created a classification system
that classifies economic activities as Taxonomy-aligned if they
are mentioned in the Regulation and satisfy its requirements.
The requirements include proof that the activity makes a pos-
itive contributionto at least one of the six environmental objec-
tives. In addition to a positive contribution, it must do no signif-
icant harm to any of the other environmental objectives.
Moreover, there must be proof of compliance with minimum
social standards and governance aspects.

7.2 Reporting by GRAMMER AG for the 2023 financial year
Forthe 2023 financial year, for the third year in arow, GRAMMER
AGmustreport onthe two environmental objectives of “climate
change mitigation” and “climate change adaptation.” Thereport-
ing obligation includes disclosures on the shares of turnover,
capital expenditure (CapEx) and operating expenditure (OpEX)
thatrelate to Taxonomy-eligible and non-Taxonomy-eligible eco-
nomic activities as well as disclosures on the share of existing
and newly added Taxonomy-aligned economic activities of the
above-mentioned performance indicators.

For the other environmental objectives “water and marine
resources,” “circular economy,” “pollution prevention” and “bio-
diversity and ecosystems,” disclosures must be provided onthe
shares of turnover, CapEx and OpEXx that relate to Taxonomy-el-
igible and non-Taxonomy-eligible economic activities for the 2023
financial year. The disclosures take into account all the compa-
nies consolidated in the consolidated financial statements.

GRAMMER

7.3  Taxonomy-eligible economic activities

GRAMMER AG operates in two business segments: GRAMMER
develops and produces high-quality interior and operating sys-
tems and innovative thermoplastic components for the global
automotive industry. GRAMMER produces driver and passenger
seats for trucks, buses, trains and commercial vehicles.

Sustainability is embedded into the corporate strategy of the
GRAMMER Group and is divided into five action areas: In addition
to the development of sustainable products, these include cut-
ting direct and indirect emissions, the efficient use of energy,
commodities and materials, increasing the recycling rate and
optimizing the carbon footprint in its supply chain and its own
products.

Inthe company-wide strategic “Green Company” initiative that
was launched in 2020 and renamed “Sustainable Company”in
the course of 2022, GRAMMER is seeking to advance sustain-
ability solutions throughout the Company as a whole. Further-
more, GRAMMER s striving for the common goal of reducing CO,
emissions by 50%o by 2030 and by 10090 by 2040, thereby
playing its part in achieving the 1.5 degree goal of the Paris
Agreement.

Allrelevant business areas were taken into accountinthe review
of the Taxonomy eligibility of GRAMMER’s economic activities. A
central result was that GRAMMER’s primary economic activities
can be assigned to the two activities 3.18. Manufacture of auto-
motive and mability components and 3.19. Manufacture of rail
rolling stock constituents. The economic activities of GRAMMER
AG must therefore be assigned to the NACE codes C.29.3 Manu-
facture of parts and accessories for maotor vehicles and C.30.2
Manufacture of railway locomotives and rolling stock.

The following economic activities with the corresponding NACE
codes were also identified as part of GRAMMER AG’s activities:

6.5. Transport by motorbikes, passenger cars and light commer-
cial vehicles (N7711 Renting and leasing of cars and light motor
vehicles - with total weight of 3.5 t or less)

7.3. Installation, maintenance and repair of energy efficiency
equipment (F43.2 Electrical, plumbing and other construction
installation activities)

74.Installation, maintenance and repair of charging stations for
electric vehicles in buildings (and on parking spaces attached
to buildings) (F42 Civil engineering)

7.5 Installation, maintenance and repair of instruments and
devices for measuring, regulation and controlling energy perfor-
mance of buildings (F43.2 Construction installation)

7.6. Installation, maintenance and repair of renewable energy
technologies (F42 Civil engineering)

77. Acquisition and ownership of buildings (F41.1 Development of
building projects; developer, F41.2 Construction of residential and
non-residential buildings)

Q.. Close to marketresearch, development and innovation (M72.1
Research and experimental development on natural sciences,
engineering, agriculture and medicine)

7.4  Alignment assessment

GRAMMER has produced a procedural description for assessing
alignment with the requirements of the Taxonomy Regulationand
rolled it out in three regions. These have been addressed by the
relevantlocationsintheir region. The assessment of whether the
economic activity makes a substantial positive contribution and
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whether it does no significant harm to the other environmental
objectives was performed by plant/site managers with the
support of thelocal Accounting department and Plant Controlling.
The individual results reported were consolidated and verified,
first by regional Accounting and then by Accounting at the
GRAMMER Group.

By contrast, the review of compliance with minimum safeguards
inaccordance with Article 18 of the Taxonomy Regulationinthe
areas of humanrights, anti-corruption, bribery and fair compe-
tition was performed centrally for GRAMMER AG by Group
Accounting with the support of the CSR, Legal, Compliance, Risk
Management and Supply Chain Management departments.

The audit procedures for the substantial contribution, the cri-
teria for avoiding significant harm and the minimum safeguards
were only performed for sites within the EU, as in the reporting
year only the costs incurred at sites in EU member states can
be classified as sustainable and are directly related to taxono-
my-aligned activities.

The combined results for the reviews performed can be found
in the tables in section 7.6.

7.5 Taxonomy-eligible and Taxonomy-aligned turnover
Asoutlined, GRAMMER s pursuing ambitious sustainability goals
with its activities. GRAMMER’S main economic activities are the
economic activities 3.18. Manufacture of automotive and mobility
components and 3.19. Manufacture of rail rolling stock constitu-
ents. In this regard, the share of taxonomy-eligible turnover is
8.9 % and the share of taxonomy-aligned turnover is1.87%o (see
table on p. 74).

GRAMMER

7.6 Taxonomy-eligible and Taxonomy-aligned CapEx and
OpEX

CapEx according to the EU Taxonomy relates to additions to tan-
gible andintangible assets during the financial year in relationto
the economic activities. OpEx includes direct non-capitalized
costs that relate to research and development, building renova-
tion measures, short-term leases, maintenance and repair. Fur-
thermore, OpEx comprises any other direct expendituresrelating
to the day-to-day servicing of assets of property, plant, and
equipment by the undertaking or third party to whom activities
are outsourced that are necessary to ensure the continued and
effective functioning of such assets.

The share of Taxonomy-eligible and Taxonomy-aligned CapEx
andthe share of Taxonomy-eligible and Taxonomy-aligned OpEx
were calculated in accordance with sections 11.2.2 and 11.3.2 of
Annex 1to the Commission Delegated Regulation supplementing
the Disclosure Obligation (2021/2178).

The share of Taxanomy-eligible CapEx was calculated as 17.17 %o
and the share of Taxonomy-aligned CapEx as 2.03 9o (see tables
on pp. 76-77).

The share of Taxanomy-eligible OpEx was calculated as 819 %
and the share of Taxonomy-aligned OpEx as 0.68 %o (see table
onp. 80).
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Template: Proportion of turnover from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (1/2)

Substantial contribution criteria

Climate Climate Water and Biodiversity
Proportion change change marine Circular and
Code(s) Absolute turnover  of turnover mitigation  adaptation resources Pollution economy ecosystems
Economic activities (1) (2) (3) 4) (5) 6) 7 (8) 9) (10)
EURmM /o (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL)
A. Taxonomy-eligible activities
A.1Environmentally sustainable
activities (Taxonomy-aligned)
Manufacture of automotive and
mobility components CCM 3.18 38.20 1.66 Y N/EL N/EL N/EL N/EL N/EL
Manufacture of rail constituents CCM 3.19 4092 0.21 Y N/EL N/EL N/EL N/EL N/EL
Turnover of environmentally sustainable
activities (Taxonomy-aligned) (A1) 43.12 1.87
Of which enabling 43.12
Of which transitional
A.2 Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities)
Manufacture of other
low carbon technologies CCM 3.18 143.53 6.23 EL N/EL N/EL N/EL N/EL N/EL
Manufacture of rail constituents CCM 3.19 223 0.10 EL N/EL N/EL N/EL N/EL N/EL

Turnover of Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities) (A.2) 14576 6.32

Total (A.1+A.2) 188.88 8.19

B. Taxonomy-non-eligible activities

Turnover of Taxonomy-non-eligible
activities (B) 2,116.01 9181

Total (A+B) 2,304.89 100.00
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Template: Proportion of turnover from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (2/2)

DNSH criteria (“Does Not Significantly Harm*)

Water and
marine
resources
(13)

Climate
change
adaptation
(12)

Climate
change
mitigation

Economic activities (1) (11)

Pollution

(14)

Circular
economy
(15)

Proportion of

Taxonomy-

aligned (A.1.)

Minimum or -eligible (A.2.)
safeguards turnover, year N-1 activity” activity”
(17) (18) (19) (20)

Biodiversity
and
ecosystems
(16)

Category
»enabling

Category
stransitional

Y/N YN Y/N

Y/N

YN

Y/N Y/N %o E T

A. Taxonomy-eligible activities

A.1Environmentally sustainable
activities (Taxonomy-aligned)

Manufacture of automotive and

mobility components N/A Y

0.00 E

Manufacture of rail constituents N/A

0.00 E

Turnover of environmentally sustainable
activities (Taxanomy-aligned) (A1)

Of which enabling

Of which transitional

A.2 Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities)

Manufacture of other
low carbon technologies

0.00

Manufacture of rail constituents

0.00

Turnover of Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities) (A.2)

Total (A.1+A.2)

Proportion of turnover/Total turnover

Proportion of turnover/Total turnover

aligned per objective eligible per objective

aligned per objective eligible per objective

CCM 1.87% 8.19%

CE

0%o 0%o

CCA 0%o 0%

PPC

0%o 0%o

WTR 0% 0%

BIO

0%o 0%o

GRAMMER
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Template: Proportion of CapEx from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (1/2)

Substantial contribution criteria

Climate Climate Water and Biodiversity
Absolute Proportion change change marine Circular and
Code(s) CapEx of CapEx mitigation  adaptation resources Pollution economy  ecosystems
Economic activities (1) 2) (3) 4) (5) (6) (7) (8) 9) (10)
EURmM /o (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL)
A. Taxonomy-eligible activities
A.1Environmentally sustainable
activities (Taxonomy-aligned)
Manufacture of automotive and
mobility components CCM 3.18 145 150 N/EL N/EL N/EL N/EL N/EL
Manufacture of rail constituents CCM 3.19 0.18 0.19 N/EL N/EL N/EL N/EL N/EL
Installation, maintenance and
repair of charging stations for
electric vehicles in buildings CCM 74 0.05 0.05 Y N/EL N/EL N/EL N/EL N/EL
Installation, maintenance and repair
of instruments and devices for measuring,
regulation and controlling energy
performance of buildings CCM 75 021 0.22 Y N/EL N/EL N/EL N/EL N/EL
Installation, maintenance and repair of
renewable energy technologies CCM 7.6 0.05 0.05 Y N/EL N/EL N/EL N/EL N/EL
Close to market research,
development and innovation CCM 9.1 0.02 0.02 Y N/EL N/EL N/EL N/EL N/EL
CapEx of environmentally sustainable
activities (Taxonomy-aligned) (A1) 197 2.03
Of which enabling 197
Of which transitional
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Template: Proportion of CapEx from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (1/2)

Substantial contribution criteria

Climate Climate Water and Biodiversity
Absolute Proportion change change marine Circular and
Code(s) CapEx of CapEx mitigation  adaptation resources Pollution economy  ecosystems
Economic activities (1) 2) (3) 4) (5) (6) (7) (8) 9) (10)
EURmM /o (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL)
A.2 Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities)
Manufacture of automotive and
mobility components CCM 3.18 545 5.61 EL N/EL N/EL N/EL N/EL N/EL
Manufacture of rail constituents CCM 3.19 0.09 0.09 EL N/EL N/EL N/EL N/EL N/EL
Acquisition and ownership of buildings CCM 7.7 576 593 EL N/EL N/EL N/EL N/EL N/EL
Installation, maintenance and
repair of energy efficiency equipment CCM 7.3 0.22 0.22 EL N/EL N/EL N/EL N/EL N/EL
Transport by motorbikes, passenger
cars and light commercial vehicles CCM 6.5 3.10 319 EL N/EL N/EL N/EL N/EL N/EL
Close to market research,
development and innovation CCMQa.1 0.09 0.09 EL N/EL N/EL N/EL N/EL N/EL
CapEx of Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities) (A.2) 14.70 15.14
Total (A.1+ A.2) 16.66 17.17
B. Taxonomy-non-eligible activities
CapEx of Taxonomy-non-eligible activities (B) 8041 8283
Total (A+B) 97.07 100
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Template: Proportion of CapEx from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (2/2)

DNSH criteria (“Does Not Significantly Harm*)

Proportion of

Taxonomy-
Climate Climate  Water and Biodiversity aligned (A.1.) Category Category
change change marine Circular and Minimum or -eligible (A.2.) »enabling  ,transitional
mitigation adaptation  resources Pollution economy ecosystems safeguards CapEx, year N-1 activity” activity”
Economic activities (1) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20)
Y/N Y/N Y/N Y/N Y/N Y/N Y/N /o E T
A. Taxonomy-eligible activities
A.1 Environmentally sustainable
activities (Taxonomy-aligned)
Manufacture of automotive and
mobility components Y Y Y Y Y Y 0.00 E
Manufacture of rail constituents Y Y Y Y Y Y 0.00 E

Installation, maintenance and
repair of charging stations for
electric vehicles in buildings Y Y Y Y Y Y 0.00 E

Installation, maintenance and repair of

instruments and devices for measuring,

regulation and controlling energy

performance of buildings Y Y Y Y Y Y 0.00 E

Installation, maintenance and repair of
renewable energy technologies Y Y Y Y Y Y 0.00 E

Close to market research,
development and innovation Y Y Y Y Y Y 0.00 E

CapEx of environmentally sustainable
activities (Taxonomy-aligned) (A1) 0.00

Of which enabling E

Of which transitional T
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Template: Proportion of CapEx from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (2/2)

DNSH criteria (“Does Not Significantly Harm*)

Proportion of

Taxonomy-
Climate Climate  Water and Biodiversity aligned (A.1.) Category Category
change change marine Circular and Minimum or -eligible (A.2.) »enabling  ,transitional
mitigation adaptation  resources Pollution economy ecosystems safeguards CapEx, year N-1 activity” activity”
Economic activities (1) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20)
Y/N YIN Y/N Y/N YIN Y/N Y/N %o E T
A.2 Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities)
Manufacture of automotive and
mobility components 0.00
Manufacture of rail constituents 0.00
Installation, maintenance and
repair of charging stations for
electric vehicles in buildings 1.07
Installation, maintenance and repair of
instruments and devices for measuring,
regulation and controlling energy
performance of buildings 0.09
Installation, maintenance and repair of
renewable energy technologies 0.00
Close to market research,
development and innovation 0.00
CapEx of Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities) (A.2) 1.16
Total (A.1+A.2)
Proportion of CapEx/Total CapEx Proportion of CapEx/Total CapEx
aligned per objective eligible per objective aligned per objective eligible per objective
CccM 2.03%0 17.17%0 CE 0%o 0%o
CCA 0% 0%o PPC 0% 0%o
WTR 0%o 0% BIO 0% 0%
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Template: Proportion of OpEx from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (1/2)

Substantial contribution criteria

Climate Climate Water and Biodiversity
Absolute Proportion change change marine Circular and
Code(s) turnover  of turnover mitigation  adaptation resources Pollution economy ecosystems
Economic activities (1) 2) (3) 4) (5) 6) (7) (8) 9 (10)
EURmM /o (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL) (Y;N; N/EL)
A. Taxonomy-eligible activities
A.1Environmentally sustainable
activities (Taxonomy-aligned)
Manufacture of automotive and
mobility components CCM 3.18 044 0.60 N/EL N/EL N/EL N/EL N/EL
Manufacture of rail constituents CCM 3.19 0.06 0.08 N/EL N/EL N/EL N/EL N/EL
OpEx of environmentally sustainable
activities (Taxonomy-aligned) (A1) 0.50 0.68
Of which enabling 0.50
Of which transitional
A.2 Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities)
Manufacture of automotive and
mobility components CCM 3.18 535 728 EL N/EL N/EL N/EL N/EL N/EL
Manufacture of rail constituents CCM 3.19 0.17 0.23 EL N/EL N/EL N/EL N/EL N/EL
OpEx of Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities) (A.2) 5562 7561
Total (A.1+A.2) 6.02 8.19
B. Taxonomy-non-eligible activities
OpEx of Taxonomy-non-eligible activities (B) 6751 9181
Total (A+B) 73.53 100.00
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Template: Proportion of OpEx from products or services associated with Taxonomy-aligned economic activities - disclosure covering year 2023 (2/2)

DNSH criteria (“Does Not Significantly Harm*)

Water and
marine
resources
(13)

Climate
change
adaptation
(12)

Climate
change
mitigation

Economic activities (1) (11)

Pollution

(14)

Circular
economy
(15)

Proportion of

Taxonomy-

aligned (A.1.)

Minimum or -eligible (A.2.)
safeguards  OpEX, year N-1 activity” activity”
(17) (18) (19) (20)

Category
“enabling

Category
Biodiversity “transitional
and ecosys-

tems (16)

Y/N YN Y/N

Y/N

YN

Y/N Y/N %o E T

A. Taxonomy-eligible activities

A.1 Environmentally sustainable
activities (Taxonomy-aligned)

Manufacture of automotive and

mobility components N/A Y

0.00 E

Manufacture of rail constituents N/A

0.00 E

OpEx of environmentally sustainable
activities (Taxonomy-aligned) (A1)

Of which enabling

Of which transitional

A.2 Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities)

Manufacture of automotive and
mobility components

0.00

Manufacture of rail constituents

0.00

OpEx of Taxonomy-eligible but not
environmentally sustainable activities
(not Taxonomy-aligned activities) (A.2)

0.19

Total (A.1+A.2)

Proportion of OpEx/Total OpEx

Proportion of OpEx/Total OpEx

aligned per objective eligible per objective

aligned per objective eligible per objective

CCM 0.68% 8.19%

CE

0%o 0%o

CCA 0%o 0%

PPC

0%o 0%b

WTR 0%o 0%o

BIO

0%o 0%o
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Basis of reporting

This combined separate non-financial report (NFR) has been
preparedin accordance with the requirements of sections 315b
and 315¢in conjunction with sections 289¢ to 289e HGB for the
2023 financial year (January 1, 2023 to December 31, 2023). It
contains the disclosures required by law on material matters
pertaining to the environment, employees, social concerns,
observance of human rights and anti-corruption and anti-brib-
ery precautions. In addition, it discloses material risks in accor-
dance with section 289¢(3) no. 3 and 4 HGB where these are
necessary for an understanding of the Group’s business per-
formance, results of operations and position as well as the
impact on non-financial aspects. The mandatory disclosures
pursuant to Article 8 of the EU Taxonomy Regulation 2020/852
are also included.

Thisreportis the combined separate declaration for the GRAM-
MER Group and GRAMMER AG for the 2023 financial year in accor-
dance with sections 289b and 315b HGB, which is made avail-
able to the general public on the Company’s website under
Company > Sustainability & social responsibility > Separate
non-financial report.

The content deadline for the 2023 NFRwas March13,2024. This
NFR is available in both German and English. The German ver-
sion takes precedence in the event of any discrepancies.

Unless stated otherwise, the contents refer to the entire GRAM-
MER Groupincluding GRAMMER AG. Inthisreport, the term GRAM-
MER Group alsoincludes GRAMMER AG. In addition toits financial
key performance indicators, the GRAMMER Group has also
defined strategic and environmental, social and governance
(ESG) targets, such as compliance, environmental protection,
economic stability and growth, as ongoing performance indi-
cators. A more detailed explanation of the key non-financial

GRAMMER

performance indicators for GRAMMER AG can be found in the
remuneration report. Detailed information on provisions can be
found in the notes to the consolidated financial statements.
Otherwise, thereisno direct link between the amounts reported
in the annual financial statements of the GRAMMER Group in
accordance with section 289¢ (3) no. 6 HGB and the non-finan-
cial aspects. In some cases, reference is made to the content
of the Group management report in accordance with section
315b (1) sentence 3 HGB.

The combined non-financial report has been prepared in refer-
ence to the Global Reporting Initiative (GRI) standards.

Forward-looking statements

Thisnon-financial report contains certain forward-looking state-
ments concerning the future development of GRAMMER AG and
its companies as well as economic and political developments.
These statements are assessments made on the basis of all the
information available to us at the time of reporting. If the under-
lying assumptions are inaccurate or other risks occur, actual
results and the development and performance of GRAMMER AG
can differ from the assessments shown. Even if GRAMMER AG’s
actual results, including its financial position and profitability as
well as the economic and regulatory framework, are consistent
with the forward-looking statements in this NFR, this does not
guarantee that this will continue to be the case in the future.
GRAMMER AG therefore accepts no liability for the forward-look-
ing statements presented here.

Review

This NFR has been reviewed by the Supervisory Board, which
has satisfied itself of its legality, propriety and suitability for its
intended purpose.

Rounding differences
The use of rounded amounts and percentages can give rise to
minor differences on account of commercial rounding.
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CORPORATE GOVERNANCE

In this declaration, the Executive Board and Supervisory Board
report on the Company’s corporate governance in the financial
year from January 1to December 31, 2023, in accordance with
sections 289f, 315d HGB and as stipulated in principle 23 of the
German Corporate Governance Code (the Code). Further infor-
mation on corporate governance - such as the Company’s Arti-
cles of Association, the Supervisory Board’s Rules of Procedure
and the corporate governance declarations from previous fi-
nancial years - are also available on the GRAMMER AG website
athttps://www.grammer.com/investor-relations/corporate-gov-
ernance/

GRAMMER

1. Declaration of conformity with the German Corporate
Governance Code

The Executive Board and Supervisory Board of GRAMMER AG

have approved the following declarationin accordance with sec-

tion 161 AktG as of December 19, 2023:

“Declaration of the Executive Board and the Supervisory Board
of GRAMMER Aktiengesellschaft onthe recommendations of the
“Government Commission onthe German Corporate Governance
Code” in accordance with section 161 AktG

Sinceissuing thelast declaration of conformity on December 20,
2022, the Company has conformed to all recommendations of
the Government Commission on the German Corporate Gover-
nance Code in the version dated April 28, 2022, published in the
official section of Bundesanzeiger on June 27,2022, announced
by the Federal Ministry of Justice and Consumer Protection in
the official section of Bundesanzeiger and will continue to com-
ply with these in the future

Ursensollen, December 19, 2023

GRAMMER Aktiengesellschaft

The Executive Board The Supervisory Board”

The current declaration of conformity and the declarations of
conformity for the past five years can be viewed on GRAMMER
AG’s website at https://www.grammer.com/investor-relations/
corporate-governance/

2. Remuneration report/remuneration system

The remuneration report for the last financial year and the audi-
tor’s report in accordance with section 162 AktG, the remunera-
tionsystemin place for members of the Executive Boardin accor-
dance with section 87a(1) and (2) sentence 1 AktG, which was
approved by the Annual General Meeting on June 23, 2021, and
the resolution passed by the Annual General Meeting on May 18,
2022, in accordance with section 113(3) AktG on remuneration
formembers of the Supervisory Board are available to the public
athttps://www.grammer.com/investor-relations/corporate-gov-
ernancel/.

3.  Information on corporate governance practices
Suggestions of the Code

GRAMMER AG voluntarily complies with all suggestions set out
in the Code.

GRAMMER Code of Conduct

Other corporate practices that go beyond the statutory require-
ments are included in the GRAMMER Code of Conduct, which s
publicly available at https://www.grammer.com/en/company/
compliance/. The GRAMMER Code of Conduct outlines the eth-
ical and legal framewaork within which the Company operates.
It covers the fundamental principles and rules governing the
conduct within the GRAMMER Group and in relation to external
partners and the public.
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Compliance management system

GRAMMER’s corporate culture is essentially defined by the
GRAMMER Code of Conduct. This is binding on all employees of
the GRAMMER Group. It summarizes the maininternal and exter-
nal rules and principles and contains binding rules for, among
other things, anti-corruption, fair competition, data protection,
occupational health and safety, insider trading, export controls
and health and environment. The GRAMMER Code of Conduct is
publicly available at https://www.grammer.com/en/company/
compliance/ and is supplemented by detailed compliance
guidelines, which are available in the languages relevant to
GRAMMER on the intranet. The Executive Board as a whole is
jointly responsible for compliance across different areas of
responsibility. A compliance organization headed by a Chief
Compliance Officer ensures that the compliance management
system is refined on an ongoing basis and that managers and
employees receive training and advice. If any employees or
external parties suspect or become aware of any misconduct
or breaches of the law or internal guidelines, they can report
this (anonymously]) using the multilingual electronic whis-
tleblower system.

4.  Description of the working methods of the Executive
Board and Supervisory Board and composition and
working methods of their committees

GRAMMER AG is subject to German stock corporation law and

therefore has a dualmanagement system consisting of an Exec-

utive Board and a Supervisory Board. Their roles and authority,
aswellasthe requirements for their working methods and com-
position, are essentially based on the German Stock Corporation

Act (AktG), the Articles of Association of GRAMMER AG and

the Rules of Procedure. GRAMMER AG’s Articles of Association

and the Rules of Procedure for the Supervisory Board can be
found online at https://www.grammer.com/en/investor-relations/
corporate-governance/

GRAMMER

The Executive Board

As a management body, the Executive Board is committed to
furthering the Company’s interests and to increasing its sus-
tained enterprise value. The members of the Executive Board are
jointly responsible for overall corporate governance and make
decisions about key business policy and corporate strategy
issues, as well as annual and multi-year planning.

The Executive Board is responsible for preparing the Company’s
quarterly statements and half-yearly financial report as well
asthe annualand consolidated financial statements and the man-
agement report for GRAMMER AG and the Group. It prepares the
dependent company report and, together with the Supervisory
Board, the remuneration report. The Executive Board is respon-
sible for compliance with the law andinternal policies and ensures
these are implemented and observed throughout the Company.
Tomeetthese obligations, the Executive Board ensures that there
is an appropriate and effective internal control and risk manage-
ment systeminplace thatis based onthe Company’srisk position,
which also comprises a compliance management system based
on the Company’s risk position. Employees and third parties can
anonymously report legal violations within the Company.

The Supervisory Board has issued Rules of Procedure for the
Executive Board, which include the definition of various areas of
responsibility and the rules for cooperation both within the Exec-
utive Board and between the Executive Board and the Supervi-
sory Board. In an allocation of responsibilities plan, the Supervi-
sory Board sets out the members of the Executive Board
responsible for the individual Executive Board areas. As the head
of Human Resources, the HR Director is appointed in accordance
with section 33 of the German Codetermination Act (MitbestG).
Eachmember of the Executive Board manages his or her assigned
area on their own responsibility; business of particular

significance is reserved for resolution by the Executive Board in
its entirety. The Executive Board is assisted by the Executive
Committee, which meetsregularly. An Executive Committee com-
prises the members of the Executive Board and the heads of key
corebusiness areas and forms the Company’s highest operating
management body.

The Executive Board and the Supervisory Board work closely
together in the Company’s best interests. The Executive Board
informs the Supervisory Board regularly, promptly and exten-
sively about all business matters of particular significance due
to their financialimpact or relevance to general corparate policy.
Inparticular, theseinclude matters relating to the strategy, busi-
ness performance, the risk situation, risk management and com-
pliance. The members of the Executive Board are subject to a
comprehensive non-competition clause during their activities
for GRAMMER AG. They undertake to act in the Company’s best
interests and may not pursue any personalinterests when mak-
ing decisions; in particular, they may not make use of any busi-
nessopportunities arising for the Company for their own personal
benefit. They may only engage in sideline activities, in particular,
supervisory board mandates outside the GRAMMER Group, with
the approval of the Supervisory Board. The Supervisory Board is
also responsible for deciding on how the remuneration received
for sideline activities is to be treated. Each member of the Exec-
utive Board has a duty to disclose to the Supervisory Board any
conflicts of interest without delay and to inform the other Exec-
utive Board members of these.

Members of the Executive Board are initially appointed for a
period of no more than three years. However, the Supervisory
Board assesses each individual case on the basis of its own
merits to determine the appropriate initial period of appointment.
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The Executive Board of GRAMMER AG comprised the following
members in the financial year:

Jens Ohlenschliiger
Spokesman of the
Executive Board, mem-
ber of the Executive
Board since January 1,
2019, appointed until
December 31,2026

Jurate Keblyte
Member of the
Executive Board
since August 1, 2019,
Human Resources
Director, appointed
until June 30, 2027

Responsibilities (as of December 31,
2023]): Strategy & CSR, Operations,
Sales & Projects, Supply Chain
Management, Research & Develop-
ment, Quality Management & HSE

Responsibilities (as of December
31,2023): Accounting & Controlling,
Finance & Treasury, Investor
Relations, Human Resources, Legal
& Compliance, IT, Risk Management

The résumeés of the members of the Executive Board are avail-
able on the Company’s website at https://www.grammer.com/
en/company/management-supervisory-board/. Further details
on seats of Executive Board members to be disclosed under
section 285 no. 10 HGB can be found in (10) of this declaration.

The Supervisory Board

GRAMMER AG’s Supervisory Boardhas12 members.Inaccordance
with the German Codetermination Act, it comprises equal num-
bers of shareholder and employee representatives. The members
of the Supervisory Board representing the shareholders are
elected at the Annual General Meeting by a simple majority. Elec-
tions to the Supervisory Board are regularly held in the form of
individual elections. The employee representatives onthe Super-
visory Board are elected in accordance with the provisions of
the German Codetermination Act.

Further details on the members of the Supervisory Board and
their seats to be disclosed under section 285 no. 10 HGB can be

GRAMMER

found in (11) of this declaration. Résumeés for the Supervisory
Board members are published at https://www.grammer.com/en/
company/management-supervisory-board/ and updated each
year.

The Supervisory Board monitors and advises the Executive Board
onthe management of the Company. Atregular intervals, the Super-
visory Board discusses the Company’s business performance
andplanning as well as strategy anditsimplementation. It reviews
the annual and consolidated financial statements, the manage-
ment report of GRAMMER AG and the Group, including the non-fi-
nancial statement, sustainability reporting and the dependent
company report. It adopts the annual financial statements of GRAM-
MERAG and approvesthe consolidated financial statements, based
on the results of the preliminary review conducted by the Audit
Committee and taking into account the external auditor’s reports.
The Supervisory Board passes aresolution concerning the Exec-
utive Board’s proposal for the appropriation of the Company’s net
retained profits and the Supervisory Board’s report to the Annual
General Meeting and submits a proposal for the election of the
external auditor at the Annual General Meeting. Together with the
Executive Board, the Supervisory Board prepares areport onthe
remuneration paid and owed to members of the Executive Board
and the Supervisory Board in the previous year. The Supervisory
Board or Audit Committee is also responsible for monitoring com-
pliance withlegal provisions, official regulations and internal com-
pany policies. In particular, monitoring and advisory activities by
the Supervisory Board also encompass sustainability issues.

The Supervisory Board is also responsible for appointing and
dismissing the members of the Executive Board and determining
the allocation of responsibilities. The Supervisory Board, acting
onaproposal by the Personnel and Mediation Committee, decides
onthe system for the remuneration of the members of the Exec-
utive Board and sets the specific remuneration in accordance
withthis system. It defines the targets for variable remuneration
andtherespective total remuneration for the individual members
of the Executive Board and reviews the appropriateness of the

total remuneration as well as the remuneration system for the
Executive Board on a regular basis.

Material decisions by the Executive Board - such as major acqui-
sitions, divestment, investment in tangible assets and financial
measures - require the Supervisary Board’s approval. Prelimi-
nary meetings are usually held to prepare for the Supervisory
Board meetings. The Supervisory Board also regularly meets
without the presence of the Executive Board. Each member of
the Supervisory Board is under a duty to disclose any conflicts
of interest to the Supervisory Board. Any conflicts of interest
and the measures taken to address these are disclosed in the
Supervisory Boardreport. The members of the Supervisory Board
take their own initiative to undertake any training that may be
required for their role and are supported here by the Company.
Internal presentations are also given for the purpose of ongoing
training. Details of its work can be found in the report of the
Supervisory Board, which can be viewed for the last financial
year at https://www.grammer.com/en/company/manage-
ment-supervisory-board/.

Supervisory Board committees
The Supervisory Board had five committeesinthereporting year.
Their duties, responsibilities and work processes comply with
the requirements of the German Stock Corporation Act (AktG)
andthe Code. The committee chairsregularly report to the Super-
visory Board on their activities.

The Audit Committee focuses on monitoring the accounts and
the accounting process. It is responsible for the preliminary
review of the annual and consolidated financial statements and
the management report of GRAMMER AG and the Group, including
non-financial topics. Based on the auditor’s report on the audit
of the financial statements, after conducting its own preliminary
review it makes propaosals on the approval of the annual financial
statements of GRAMMER AG and the consolidated financial
statements by the Supervisory Board. The Audit Committee is
required to discuss the quarterly statements and half-yearly
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financial report with the Executive Board. The Audit Committee
also deals with sustainability reporting. In addition, the Audit Com-
mittee is also responsible for monitoring compliance with legal
provisions, official regulations and internal company policies. It
also handles the Company’s risk monitoring system and monitors
the appropriateness and effectiveness of its internal control
system, the risk management system and the internal auditing
system. The Audit Committee prepares the Supervisory Board’s
proposal to the Annual General Meeting regarding the choice of
auditor and issues a recommendation to the Supervisory Board
accordingly. Following the resolution by the Annual General
Meeting, the Audit Committee issues the audit engagement to
the auditor and monitors the audit of the financial statements
and the selection, independence, qualifications, rotation and
efficiency of the auditor and the services provided by the auditor.
It regularly assesses the quality of the audit. The Chair of the
Audit Committee also maintains regular dialog with the auditor
outside meetings. The Audit Committee regularly consults with
the auditor without the presence of the Executive Board.

The Audit Committee’s members in the reporting year were:

e Dagmar Rehm (Chairwoman)
e Dr.Martin Kleinschmitt

e Andrea Elsner

o Antje Wagner

Under the German Stock Corporation Act, at least one member
of the Supervisory Board must be an expert in the area of
accounting and at least one additional member of the Supervi-
sory Board must be an expert in auditing. With Dagmar Rehm as
Chairwoman, the Supervisory Board and its Audit Committee
have a member who is an expertin auditing and, with Dr. Martin
Kleinschmitt, they both have a member with accounting exper-
tise.

GRAMMER

After studying economics, Ms. Dagmar Rehm spentmany years
in commercial executive positions and CFO roles. She has been
Chairwoman of the Audit Committee at Koenig & Bauer AG for
severalyears and so has particular knowledge and experience
inauditing. She also has a sound understanding of the require-
ments of sustainability reporting. Ms. Rehmis also independent.

Dr.MartinKleinschmitt trained as abanker and studied law before
also working as a CFO for many years. He is a member of the
Executive Board at Noerr Consulting AG, as part of which he
advises companies on finance issues and takes responsibility
for commercial management, and so he has particular knowledge
and experience in the application of accounting principles and
internal control and risk management systems.

The Personnel and Mediation Committee deliberates on the
Supervisory Board’s personnel decisionsinanadvisory and pre-
paratory capacity, chiefly regarding the appointment and remaoval
of Executive Board members (including concluding, amending,
extending andterminating Executive Board contracts), theremu-
neration system for the Executive Board, total compensation for
the individual members of the Executive Board and the prepara-
tion of the remuneration report. When making proposals for initial
appointments, the committee takes into account the fact that
the period of appointment should not generally exceed three
years. When proposing potential members of the Executive Board,
the committee considers their professional suitability, interna-
tional experience and leadership qualities, the age limit set for
Executive Board members, long-term succession planning and
diversity. In addition, the Personnel and Mediation Committee
consults regularly about long-term succession planning for the
Board of Management. The Personnel and Mediation Committee
decides onthe approval of an Executive Board member’s sideline
activities and whether and to what extent any remuneration is
to be takeninto account.

The members of the Personnel and Mediation Committee in the
reporting year were:

Gabriele Sons (Chairwoman)

e Dr. Martin Kleinschmitt

e Udo Fechtner (since October 1,2023)
Martin Heif}

e Horst Ott (until September 30, 2023)

The main task of the Strategy Committee is to advise the Exec-
utive Board on the Company’s ongoing strategic developmentin
relation to the corporate strategy and projects of strategic rele-
vance and to monitor their implementation.

The Strategy Committee’s members in the reporting year were:

e Prof. Dr. Birgit Vogel-Heuser (Chairwoman)
e Dr. Martin Kleinschmitt

e Udo Fechtner (since October 1, 2023)

e Martin Heif

e Horst Ott (until September 30, 2023)

The Nomination Committee has the task of proposing to the
Supervisory Board suitable shareholder representatives for elec-
tion to the Supervisory Board at the Annual General Meeting. As
well as the required knowledge, skills and professional experi-
ence, the objectives designated by the Supervisory Board for its
composition and the competence profile drawn up for the entire
Supervisory Board should be taken into account when proposing
candidates. When determining its composition, the Supervisory
Board should, inparticular, suitably consider the Company’sinter-
national activities, the age limit specified and diversity. Attention
must be paid to ensuring appropriate representation of women
andmeninaccordance withthe statutory gender representation
requirements and to ensuring that the members of the Supervi-
sory Board as a whole are familiar with the sector in which the
Company operates.
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The Nomination Committee’s membersinthereporting year were:

e Gabriele Sons (Chairwoman)
e Prof. Dr. Birgit Vogel-Heuser
e Jurgen Kostanjevec

The Chairman’s Committee’s taskis to assist the Chairman of the
Supervisory Board in the performance of his duties, particularly
the preparation of the meetings and the coordination of the
Supervisory Board’s activities as well as the preparation of the
resolutions to be passed by the Supervisory Board.

The Chairman’s Committee’s membersinthereporting year were:

e Dr. Martin Kleinschmitt
e Udo Fechtner (since October 1, 2023)
e Horst Ott (until September 30, 2023)

Further details of the working methods and composition of the
Supervisory Board and its committees are based on the Rules of
Procedure for the Supervisory Board, which are publicly available
at https://www.grammer.com/en/investor-relations/corpo-
rate-governance.html.

Supervisory Board self-assessment

The Supervisory Board andits committees regularly review, either
internally or with the involvement of external advisors, how effec-
tively the Supervisory Board as a whole and its committees are
performing their duties. With the assistance of anexternal advisor,
the Supervisory Board conducted a self-assessmentinthe 2023
financial year thatincorporated the perspectives of the Audit Com-
mittee, the Strategy Committee, the Personnel and Mediation Com-
mittee and the Executive Board and discussed its findings and
resulting measures at its meeting on November 14, 2023.

The overallresult of the 2023 self-assessment was very high and
better than in the previous year, confirming the constructive col-
laboration within the Supervisory Board and with the Executive
Board. The composition and structure of the Supervisory Board,
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including the committees, are considered effective and efficient.
There was no evidence that fundamental changes are needed,
althoughthe board’s strategic work in particular should be further
strengthened and sustainability monitoring expanded. Individual
recommendations for action to further optimize the work of the
Supervisory Board are also taken on board and implemented
throughout the year.

5.  Targets within the meaning of section 76(4) AktG for the
representation of women in the two management levels
below the Executive Board; disclosure on compliance
with minimum quota requirements in the composition of
the Executive Board and the Supervisory Board

When filling management positions withinthe Company, the Exec-
utive Board pays attention to diversity and strives, in particular,
to give appropriate consideration to women and aninternational
background. In line with statutory requirements in Germany, the
Executive Board has set targets for the share of women at GRAM-
MERAGinthe two management levels below the Executive Board
withinthe meaning of section 76(4) AktG of 159 for the first man-
agement level below the Executive Board and 20%%o for the sec-
ond level below the Executive Board by September 30, 2025. As
of December 31,2023, 16.7% of those employed at the first man-
agement level below the Executive Board and 13.2%o at the sec-
ond level were women. This is higher than the target set for the
first management level, although the target for the second man-
agement level below the Executive Board was not achieved as
of December 31, 2023. This was primarily because, despite con-
certed efforts to change this, there were often no or no suitable
applications received from women and so men were typically
hired to fill vacancies.

As the Executive Board of GRAMMER AG had two members in
the financial year, the minimum quota requirement of section
76(3a) AktG does not apply. In accordance with section 111
(6) AktG, in 2020 the Supervisory Board set the target of 33%o
for the share of women onthe GRAMMER AG Executive Board by
December 31,2023. The Executive Board of GRAMMER AG com-
prised one woman and one maninthe 2023 financial year, mean-

ingthatthe target was exceeded. Regardless of this, giving con-
sideration to women is a material aspect of the Supervisory
Board’slong-term succession planning for the Executive Board.
It considers the Company’s executive planning and takes
account of diversity. Inthereporting year, the Supervisory Board
set a minimum target of 33%o for the share of women on the
Executive Board by December 31,2028. This becomes effective
from January 1, 2024,

There were five women and seven men onthe Supervisory Board
in the reporting year, in line with statutory minimum representa-
tion requirements pursuant to section 96(2) AktG.

6.  Diversity policy for the Executive Board and long-term
succession planning

When selecting members of the Executive Board, the Supervisory
Board looks at their personal suitability, integrity, the presence of
convincing leadership quadlities, international experience, profes-
sional qualifications for the area of responsibility to be taken on,
past performance, knowledge of the Company and ability to adapt
business models and processes in a changing world.

Diversity is animportant selection criterion when Executive Board
positions are filled and also includes aspects such as age, gender
and educational and professional background. When selecting
members of the Executive Board, the Supervisory Board also con-
siders the following aspects in particular:

e Inadditiontothe specific technical knowledge and manage-
ment and leadership experience required for the task in
guestion, the members of the Executive Board should pos-
sessasbroad arange of knowledge and experience as pos-
sible as well as educational and professional backgrounds.
With a view to the Company’s international orientation, the
composition of the Executive Board should take into account
international profiles in the sense of different cultural back-
grounds or international experience.

The Executive Board as a whole should have experience in
the business segments that are important for GRAMMER,
particularly the industrial and automotive sectors.
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e The Executive Board as a whole should have many years of
experience in research and development, technology, pur-
chasing, productionand sales, finance, as well as legal mat-
ters (including compliance) and human resources.

e Diversity alsorefersto gender diversity. The minimum quota
requirement of section 76(3a) AktG does not currently apply
to the Executive Board of GRAMMER AG. When Executive
Board positions are filled, the target set by the Supervisory
Board in accordance with section 111(5) AktG for the repre-
sentation of women on the Executive Board must be taken
into account. The Supervisory Board has set a minimum
target of 33% for the representation of women onthe Exec-
utive Board.

e [tis considered helpful to have different age groups repre-
sented on the Executive Board. Inaccordance with the rec-
ommendations of the German Corporate Governance Code,
the Supervisory Board has set an age limit for the members
of the Executive Board. Consequently, persons appointed
to the Executive Board should not be older than 63 at the
time of their initial or reappointment.

A decision on filling a specific position on the Executive Board is
alwaysbased ontheinterests of the Company, taking into account
all the circumstances of the individual case.

Implementation of the diversity policy for the Executive Board
in the last financial year

The diversity policy for the Executive Board is implemented as
part of the appointment process. The Supervisory Board and/or
the Personnel and Mediation Committee observe the require-
ments set outinthe diversity policy for the Executive Board when
selecting candidates or proposing candidates for appointment
to the Executive Board.

Inits current composition, the Executive Board meets allrequire-
ments of the diversity concept. The members of the Executive
Board possess a broad range of knowledge and experience, as
wellas educationaland professional backgrounds and have inter-
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national experience. The Executive Board as a whole possesses
all the knowledge and experience considered essential in view
of GRAMMER’s activities. The Executive Board as a whole has
experience in the business segments that are important for
GRAMMER. Appropriate consideration is given to women. The
target of 33%o set by the Supervisory Board was exceeded last
year. The Executive Board has a female member, Jurate Keblyte.
No member of the Executive Board is currently older than 63.

Long-term succession planning for the Executive Board

Together with the Executive Board, the Supervisory Board is
responsible for long-term succession planning for the Executive
Board and is supported here in a preparatory capacity by the
Personnel and Mediation Committee. In addition to the require-
ments of the German Stock Corporation Act and the recommen-
dations of the Code and the Rules of Procedure, long-term suc-
cession planning takes into account the target set by the
Supervisory Board for the representation of women onthe Exec-
utive Board as well as the criteria defined in the diversity policy
adopted by the Supervisory Board for the composition of the
Executive Board. Taking into account the specific qualification
requirements and the aforementioned criteria, the Personnel
and Mediation Committee prepares anideal profile, on the basis
of which it draws up a shortlist of available candidates. Struc-
tured interviews are conducted with these candidates. A rec-
ommendation is then submitted to the Supervisory Board. If
required, the Supervisory Board and/or the Personnel and Medi-
ation Committee are supported by external consultants in the
definition of job profiles and the selection of candidates.

A Objectives for the composition, competence profile and
diversity policy for the Supervisory Board

The Supervisory Board of GRAMMER AG should be composedin
such a way as to ensure that the Executive Board receives
qualified supervision and advice from it. In this context, the
complementary interaction of members with different personal
and professional backgrounds as well as diversity in terms of
internationality, age and gender is considered helpful.

Shareholder representatives onthe Supervisory Board are nom-
inated by the Supervisory Board and elected by the Annual Gen-
eral Meeting. Employee representatives on the GRAMMER AG
Supervisory Board are electedin accordance with the provisions
of the German Codetermination Act and comprise four employee
representatives from the company, including one senior execu-
tive and two trade union representatives. The Supervisory Board
does not have any statutory nomination rights in the election of
employee representatives to the Supervisory Board. In view of
this and the recommendations and suggestions of the German
Corporate Governance Code (the Code), the following skills profile
istobetakeninto account for the composition of the Supervisory
Board and when proposing Supervisory Board candidatestothe
Annual General Meeting.

Competence profile

Based ontheir knowledge, skills and experience, the candidates
proposed for election to the Supervisory Board should be able to
perform the duties of a Supervisory Board member in an inter-
nationally active and capital market-oriented company and safe-
guard the GRAMMER Group’s public reputation. Particular atten-
tion should be paid to the personality, integrity and commitment
of the proposed candidates here. The aim is for the Supervisory
Board as a whaole to possess all the knowledge and experience
considered essential in view of GRAMMER’s activities.

As well as experience in management and leadership, this also
includes strategy, market development, business development
and corporate development and arganization. Industry and sec-
tor knowledge in business segments specific to GRAMMER, a
knowledge of operations and operational excellence, new tech-
nologies, products and services and digitalization, IT and soft-
ware are alsoimportant. Experiencein sales, marketing, human
resources and new work is also considered relevant.

The Supervisory Board has also made a commitment to further

developing its ESG and sustainability expertise. Extensive
knowledge of legal, compliance and corporate governance
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issues and experience on (other) advisory or supervisory
boards are also consideredkey criteria by the Supervisory Board
in determining its composition.

Knowledge of the following areas are particularly relevant for
members of the Audit Committee but also for the Supervisory
Board as a whole: Control systems (CMS, RMS, ICS and internal
audit), accounting, financial statement auditing, restructuring
and transformation and financing and capitalmarkets. Under the
German Stock Corporation Act, atleast one member of the Super-
visory Board must be an expertin the area of accounting and at
least one additional member of the Supervisory Board must be
an expertin auditing. Expertise in the area of accounting should
take the formof particular knowledge and experience inthe appli-
cation of accounting principles andinternal control and risk man-
agement systems and expertise in auditing in the form of partic-
ular knowledge and experience of auditing. Accounting and
auditing alsoinclude sustainability reporting and auditing of this
reporting. The Chairman of the Audit Committee should be knowl-
edgeable and independent in at least one of the two areas.

Which of the desirable skills on the Supervisory Board is to be
strengthened should be determined whenever a new candidate
is to be elected to the Supervisory Board.

Diversity

Sufficient diversity should be ensured inthe composition of the
Supervisory Board. In addition to the appropriate representation
of both genders, this also includes diversity with regard to the
age structure, nationality, international experience and the
diversity of educational and professional backgrounds, expe-
rience and ways of thinking. When considering potential can-
didates for by-election or replacement for positions on the
Supervisory Board that become vacant, the aspect of diversity
should be given appropriate consideration at an early stage of
the selection process. With a view to the Company’s interna-
tional orientation, it should be ensured in particular that the
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Supervisory Board has a sufficient number of members with
international experience.

In accordance with the German Stock Corporation Act (AktG),
the Supervisory Board must be composed of at least 309
women and 30%o men.

Independence

The Supervisory Board should have an appropriate number of
independent members (according to its own definition of appro-
priate), takinginto account the shareholder structure. The Super-
visory Board defines independence on the basis of the German
Corporate Governance Code. More than half of the shareholder
representatives should be independent of the Company and the
Executive Board. Significant conflicts of interest that are not
merely temporary should be avoided. No more than two former
members of GRAMMER AG’s Executive Board are permitted to
hold seats onthe Supervisory Board. The members of the Super-
visory Board should have sufficient time to exercise their man-
date with the requisite regularity and diligence.

Age limit

In accordance with the age limit specified by the Supervisory
Board, only persons who are no older than 70 years of age at the
time of being elected or re-elected are proposed for election as
members of the Supervisory Board.

Implementation of the objectives for the composition, compe-
tence profile and diversity policy for the Supervisory Board in
the last financial year; independent members of the Supervi-
sory Board

Supervisory Board as well as its Nomination Committee, take
into account the objectives for the compasition of the Supervi-
sory Board and the requirements set out in the diversity policy
during the selection process and the nomination of candidates
for the Supervisory Board.

The Supervisory Board believes that its current compasition
meets the targets with respect to composition and fulfills the
competence profile and diversity policy. The members of the
Supervisory Board have the professional and personal qualifi-
cations deemed necessary. The members of the Supervisory
Board as a whole are familiar with the sector in which the Com-
pany operates and possess the knowledge, skills and experi-
ence considered necessary for GRAMMER in these areas, in
particular management and leadership, strategy, market and
corporate development, human resources, ESG and sustain-
ability, legal issues, compliance and corporate governance,
restructuring and transformation, and have experience on
(other) advisory or supervisory boards. Some of the Supervisory
Board members work internationally or have many years of
international experience. Diversity is duly takeninto accountin
the compasition of the Supervisory Board. The Supervisory
Board had five female membersin the reporting year, including
three shareholder representatives and two employee repre-
sentatives. The share of Women on the Supervisory Board is
therefore 41.7%0. The shareholder representatives believe that
all six shareholder representative members are independent
within the meaning of the Code. The defined age limitis observed.

The implementation status of the competence profile for the

Supervisory Board is shown below in the form of a qualification
matrix.
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Qualification matrix - Shareholder representatives

as of December 31, 2023
Dr. Martin Dr.-Ing. Ping Jirgen Dagmar Gabriele Prof. Dr.-Ing. Birgit
Kleinschmitt He Kostanjevec Rehm Sons Vogel-Heuser
Member since/elected until 2022/2025 2020/2025 2020/2025 2022/2025 2020/2025 2017/2025
Supervisory Board Chairman Member Member Member Member Member
Audit Committee Member Chairwoman
Function Nomination Committee Member Chairwoman Member

Personnel and Mediation Committee Member Chairwoman
Strategy Committee Member Chairwoman
Chairman’s Committee Member

Independence Independence according to DCGK yes yes yes yes yes yes
Sex male male male female female female
Age cluster 56 - 65 66 -175 56 - 65 56 - 65 56 - 65 56 - 65

Diversity Nationality German Chinese German German German German

International Experience 4 v v v v v
Educational background Lawyer Engineer Engineer Economist Lawyer Engineer
Management/Leadership v v v v v
Strategy / Market Development / Business
Devel. v v v v
Corporate development and -organization v v v v 4
Industry and sector knowledge
in GRAMMER business segments
(global perspective) v v v

et Operations / Operational Excellence 4 4

competences New technologies, products and services v v
Digitalization / IT / Software v v
Sales / Marketing v v
Human Resources/New Work v v
ESG / Sustainability v v v v v
Legal / Compliance / Corporate Governance v v v 4
Control systems
(CMS, RMS, ICS, internal audit) v v v
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Dr. Martin Dr.-Ing. Ping Jirgen Dagmar Gabriele Prof. Dr.-Ing. Birgit

Kleinschmitt He Kostanjevec Rehm sSons Vogel-Heuser
Accounting v v
Financial audit v v
Professional : :
Restructuring / Transformation v v v v v v
competences
Financing / Capital Markets v v v
Experience in Advisory or Supervisory boards 4 4 v v v
Financial expert pursuant to Sec. 100 (5) AktG
Accounting Expert v
Proven Expert -
Audit Expert v
ESG Expertise according to DCGK v

Note: at least 76%o as part of the annual self-assessment
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Qualification matrix - Employee representatives

as of December 31, 2023
Udo Klaus Andrea Martin Peter Antje
Fechtner Bauer Elsner Heif} Kern Wagner
Member since/elected until 2023/2025 2020/2025 2015/2025 2015/2025 2020/2025 2019/2025
Supervisory Board Deputy Chairman Member Member Member Member Member
Audit Committee Member Member
i Nomination Committee
Function
Personnel and Mediation Committee Member Member
Strategy Committee Member Member
Chairman’s Committee Member
Independence Independence according to DCGK - - - - - -
Sex male male female male male female
Age cluster 56 - 65 46 -55 36 -45 46 -55 56 - 65 56 - 65
. . Nationality German German German German German German
Diversity
International Experience
Data processing
Educational background Toolmaker Engineer Industrial clerk clerk Building fitter Lawyer
Management/Leadership v v v v v
Strategy / Market Development / Business
Devel. v
Corporate development and -organization v
Industry and sector knowledge
in GRAMMER business segments
(global perspective) v v v v
S el Operations / Operational Excellence 4 v
competences New technologies, products and services v
Digitalization / IT / Software v
Sales / Marketing v
Human Resources/New Work v v v v v
ESG / Sustainability v
Legal / Compliance / Corporate Governance v v
Control systems
(CMS, RMS, ICS, internal audit) v
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Udo Klaus Andrea Martin Peter Antje
Fechtner Bauer Elsner Heif} Kern Wagner

Accounting

Financial audit
Professional . :

Restructuring / Transformation v v v
competences

Financing / Capital Markets

Experience in Advisory or Supervisory boards v v 4 v

Financial expert pursuant to Sec. 100 (5) AktG

Accounting Expert

Proven Expert -
Audit Expert

ESG Expertise according to DCGK

Note: at least 76%o as part of the annual self-assessment

8.  Directors’ dealings

Members of the Executive Board and the Supervisory Board, as
well as persons closely related to them, must disclose transac-
tions with shares or debt instruments of GRAMMER AG or related
financialinstrumentsif the value of the transaction exceeds EUR
20,000 within one calendar year. The transactions reported to
GRAMMER AG are duly published and are available at https://www.
grammer.com/en/investor-relations/corporate-governance/
directors-dealings.html.Notransactions were reportedinthe last
financial year.

9.  Annual General Meeting and shareholder communication
The shareholders exercise their rights at the Annual General Meet-
ing.Inaccordance with Article 22(5) of the Articles of Association,
the Executive Board is authorized to hold the annual general
meetings until May 9, 2028 without the physical presence of the
shareholders or their proxies at the location of the Annual Gen-
eral Meeting (virtual Annual General Meeting).

Atthe Annual General Meeting, the shareholders passresolutions
on the appropriation of profits, the ratification of the actions of
the members of the Executive Board and the Supervisory Board
and the election of the auditors, among other things. The share-
holders passresolutions onamendments to the Articles of Asso-
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ciation and capitalmeasures, which are duly implemented by the
Executive Board. The Annual General Meeting passes resolutions
on the approval of the Executive Board remuneration system,
Supervisory Board remunerationand onthe approval of the remu-
neration report.

By using electronic means of communication, primarily the inter-
net, Executive Board makes it easier for shareholders to take
partinthe Annual General Meeting and be represented by voting
proxies when exercising their voting rights in accordance with
the instructions issued; the voting proxies can also be reached
during the Annual General Meeting. Shareholders may also cast
their vates in writing or electronically (postal vote). They can
submit motions onresolutions proposed by the Executive Board
and Supervisory Board and contest resolutions passed at the
Annual General Meeting.

The reports, documents and information required by law for the
Annual General Meeting, including the annual report, are available
on the Internet, as are the agenda for the Annual General Meet-
ing and any countermations or election proposals from share-
holdersthat arerequired to be disclosed. When shareholder rep-
resentatives are to be elected tothe Supervisory Board, a detailed
resume is published for all candidates.

The Annual General Meeting on May 10, 2023 was held in person
again for the first time since 2020.

As part of the investor relations work, the Company provides
comprehensive information on developments at the Company.
Among other things, quarterly statements, half-yearly financial
and annualreports, ad hoc disclosures, analyst presentations,
press releases and the financial calendar for the current year,
whichincludes the publication dates for key financial commu-
nications and the date of the Annual General Meeting, are pub-
lished at https://www.grammer.com/en/investor-relations/.
GRAMMER AG’s Articles of Association and the Rules of Proce-
dure for the Supervisory Board, the declarations of conformity
andother corporate governance documents can be found online
at https://www.grammer.com/en/investor-relations/corpo-
rate-governance.html.
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10. Members of the Executive Board and their mandates

The Executive Board’s members in the 2023 financial year were:

Seats on other Supervisory Boards required by law or comparable domestic and

foreign governing bodies of commercial enterprises

First Appointed External mandates Group mandates
Name Year of birth appointedon  until (as of December 31, 2023) (as of December 31, 2023)
Jens Ohlenschliger 1964 January 1, December 31, - Board of Directors:
(Spokesman of the 2019 2026 - Allygram Systems and Technologies Pvt. Ltd,, India

Executive Board)

- GRAMMER Vehicle Parts (Harbin) Co., Ltd., China

Supervisory Board:

- GRAMMER (China) Holding Co.,, Ltd., China

- GRAMMER Interior (Beijing) Co., Ltd., China

- GRAMMER Interior (Changchun) Co., Ltd., China

- GRAMMER Interior (Shanghai) Co., Ltd., China

- GRAMMER Interior (Tianjin) Co., Ltd., China

- GRAMMER Seating (Ningbo) Co., Ltd., China

- GRAMMER Seating (Shaanxi) Co., Ltd., China

- GRAMMER Vehicle Interiors (Hefei) Co., Ltd.,, China

- GRAMMER Vehicle Parts (Shenyang) Co,, Ltd., China

- GRAMMER Vehicle Parts (Changzhou) Co,, Ltd., China
(from December 7, 2023)

- GRAMMER Japan Ltd.,, Japan

Jurate Keblyte 1975 August1,2019  June 30,2027

- Member of the Supervisory Board of HAWE
Hydraulik SE, Aschheim/Munich (not listed)

- Member of the Supervisory Board of
Ottobock SE & Co. KGaA, Duderstadt

(not listed)

- Member of the Supervisory Board of
SAF-Holland SE, Bessenbach (listed)

(from April 3,2023)

Board of Directors:
- Changchun GRAMMER FAWSN Vehicle Parts Co,, Ltd., China

GRAMMER
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1. Members of the Supervisory Board and their mandates

The Supervisory Board’s members in the 2023 financial year were:

Membership in Supervisory Boards required by law as well as in

Name, place of Appointed  comparable domestic or foreign supervisory bodies of business
residence Profession Year of birth  Member since until’ enterprises (as of December 31, 2023)
Dr. Martin Kleinschmitt, Partner at Noerr Partnergesellschaft mbB, 1960 May 18,2022 2025 - Chairman of the Supervisory Board at SAF-HOLLAND SE®, Bessenbach
Berlin Executive Board member at Noerr - Chairman of the Supervisory Board at SAF-HOLLAND GmbH, Bessenbach
(Chairman) Consulting AG - Chairman of the Supervisory Board at G&H Bankensoftware AG, Berlin
Udo Fechtner?, First Representative of IG Metall Amberg 1965 October 1, 2025 - Member of the Supervisory Board of Kennametal Holding GmbH, Furth
Kummersbruck 2023 (until November 30, 2023)
(Deputy Chairman) - Deputy Chairman of the Supervisory Board of Kennametal GmbH, FUrth
(until November 30, 2023)
- Member of the Supervisory Board of Pensionskasse Maxhutte VVaG,
Sulzbach-Rosenberg
Klaus Bauer?, Plant manager at GRAMMER Deutschland 1970 September1, 2025
Ensdorf GmbH, Kbmmersbruck 2020
Andrea Elsner?, Business management assistant, member 1979 May 20,2015 2025
Ebermannsdorf of the Works Council at GRAMMER AG
Dr. Ping He, Former development engineer in the 1957 July 8,2020 2025
Wenzenbach-Irlbach Powertrain Division of Continental AG (retired)
Martin Heif3?, Management assistant for data 1971 May 20,2015 2025
Sulzbach-Rosenberg processing, Chairman of the
Works Council at GRAMMER AG
Peter Kern?, Locksmith, member of the 1963 July 8,2020 2025
Kummersbruck Works Council at GRAMMER AG
Jirgen Kostanjevec, Independent consultant 1961 July 8,2020 2025
Cologne
Dagmar Rehm, Independent management consultant 1963 May 18,2022 2025 - Member of the Supervisory Board of Koenig & Bauer AG®, WUrzburg

Langen

- Member of the Supervisory Board of 0’‘Donovan Consulting AG,
Bad Homburg

- Non-executive Director, Renewable Power Capital Ltd., London,
United Kingdom

- Member of the Supervisory Board of Rail Capital Europe Investment SAS,
Saint-Ouen, France (from March 13, 2023)

GRAMMER

96



Membership in Supervisory Boards required by law as well as in

Name, place of Appointed comparable domestic or foreign supervisory bodies of business

residence Profession Year of birth Member since until’ enterprises (as of December 31, 2023)

Gabriele Sons, Independent attorney at law with 1960 July 8,2020 2025 - Member of the Supervisory Board of ElringKlinger AGS, Dettingen/Erms

Berlin the Sons law firm - Member of the Board of Directors of Accelleron Industries AG®,
Baden, Switzerland

Prof. Dr. Electrical engineer, Professor of Automation 1961 July 26,2017 2025 - Member of the Supervisory Board of HAWE Hydraulik SE,

Birgit Vogel-Heuser, and Information Systems at the Technical Aschheim/Munich

Garching University of Munich

Antje Wagner?, Lawyer, Trade Union Secretary, 1966 September16, 2025 - Member of the Supervisory Board

Frankfurt/Main IG Metall Management Board 2019 of WISAG Produktionsservice GmbH, Frankfurt/Main

Former members

Horst Ott?, District manager at IG Metall Bayern 1966 July 30,2012  September 30,

Konigstein 2023

(Deputy Chairman)

'Term of office ends at the close of the respective Annual General Meeting

2Employee representative

S Listed

GRAMMER
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5%
Dear Shareholders,

2023 was anaother challenging year - globally and also for GRAM-
MER AG. Longstanding crises, such as the war in Ukraine, con-
tinued and new ones were added, such as the war in the Middle
East. In this context, the economy did not recover as originally
hoped - especially in Germany, where industrial production has
recently declined considerably and overall economic output con-
tracted last year.

Despite these challenges, the Executive Board, managers, and
employees at GRAMMER did everything possible to keep guiding
the company robustly through this difficult market situation. Itis
particularly inuncertain times characterized by change that the
qualities of a company’s management and workforce come to
the fore. Thanks to their dedication, we are confident that GRAM-
MER canalso continue to ensure stability and long-term success.

GRAMMER

Dr. Martin Kleinschmitt
Chairman of the Supervisory Board

Looking back on the past year, there is also a change on the
Supervisory Board to report: After Mr. Horst Ott, who had taken
on the district management of IG Metall Bayern as of April 1,
2023, resigned atthe end of September 2023, Mr.Udo Fechtner,
firstrepresentative of IG Metall Amberg, was appointed by court
order asamember of the Supervisory Board from October 2023.
0n behalf of the Supervisory Board, I would like to thank Mr. Ott
for his great dedication over the last few years.

It was an honor for me to continue in the pasition of Chairman
of the Supervisory Board last year and, together with my Super-
visory Board colleagues, help drive GRAMMER’s responsible and
sustainable development moving forward.

Monitoring and advisory activities of the Supervisory Board

The Supervisory Board performed all the duties required of it by
law, the articles of association and rules of procedure with the
utmost diligence last year. We monitored and advised the Exec-
utive Board in its management of the Company on the basis of
the Executive Board’s detailed written and verbal reports. In addi-
tion, the Chairman of the Supervisory Board regularly exchanged
information with the Executive Board, and particularly the Spokes-
man of the Executive Board. This way, the Supervisory Board was
informed at all times of the intended business policy, corporate
planning (including financial, investment, and personnel planning),
the Company’s profitability and financial position, business devel-
opments, and the position of the Company and the Group. The
Supervisory Board was involved directly and at an early stage in

all decisions of key importance to the Company and discussed
theseindetail with the Executive Board. Where Supervisory Board
approval was required for management decisions or measures
on account of the law, articles of association, or rules of proce-
dure, the members of the Supervisory Board - in some cases,
prepared by the committees - approved these after reviewing
and discussing them.

Topics addressed by the Supervisory Board as a whole

The Supervisory Board of GRAMMER AG held five ordinary and
one extraordinary meeting last year. Five of these meetings
were heldin personand one as avideo conference. No meetings
were held as conference calls. One resolution was also passed
outside of meetings by way of a digital process.

The board as a wholeregularly discussed the Executive Board’s
reporting on the revenue and earnings performance of GRAM-
MER AG and the Group and the financial position and results of
operations. We also dealt with business requiring approval and
discussed business in the AMERICAS region in more detail, as
required. In addition, the Executive Board reported on the con-
tinuing political and economic impact of the war in Ukraine and
how this affects GRAMMER. In particular, we focused onthe risk
of supply chain bottlenecks and higher prices - especially for
raw materials, logistics, and energy. The Supervisory Board also
metregularly inthe absence of the Executive Board to deal with
matters relating either to the Executive Board itself or to inter-
nal Supervisory Board matters.
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As well as Executive Board reporting on the Company’s current
position, agendaitems at the first Supervisory Board meeting on
March 28, 2023, included the approval and thus adoption of the
annual financial statements and consolidated financial state-
ments as of December 31, 2022, and the management reports
for GRAMMER AG and the Group, related resolutions, and the
appropriation of the profit for the 2022 financial year. The board
approved the establishment of two companies in China and
adopted the agenda for the Annual General Meeting in 2023. The
Executive Board performance evaluation for the 2022 financial
year was also carried out without the attendance of the Execu-
tive Board.

The second Supervisory Board meeting onMay 9,2023, focused
onreporting by the Executive Board on the current business sit-
uation and information about GRAMMER AG’s Annual General
Meeting, which was being held onthe next day. The Supervisory
Board also discussed sustainability management issues at
GRAMMER in detail.

Inaresolution passed onJuly 3,2023, outside a meeting by way
of a digital process, the Supervisory Board approved the termi-
nation of a joint venture in China and the acquisition of the cor-
responding shares of the joint venture partner.

The third Supervisory Board meeting was held on September 19,
2023, atone of GRAMMER’s Czech locations. Prior to the meeting,
the board gained insights into production during a factory tour.
At the meeting, the Executive Board reported in detail on the
Company’s current business situation, particularly focusing on
operationalissuesin theregions and especially in the AMERICAS
region. The Supervisory Board approved the establishment of a
jointventurein China for the production of car seats witha Ningbo
Jifeng Group company and also discussed issues relating to the
GRAMMER Group’s strategy. After Mr. Ott had resigned from his
pasition as a member of the Supervisory Board as of the end of
September 30, 2023, Mr. Udo Fechtner was elected as Deputy
Chairman of the Supervisory Board with effect from October 1,
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2023, and the compasition of the committees was changed in
Some cases.

The fourth ordinary Supervisory Board meeting was held as an
executive session without the Executive Board on November 14,
2023. Presentations were given on current topics to aid the fur-
ther training of the Supervisory Board: The Supervisory Board
was informed about cyber security at companies, also taking
account of the Supervisory Board’s perspective, and was given
detailedinsights into the GRAMMER product worlds presented at
the showroomin Ursensollen. The Supervisory Board alsolooked
closely at the results of the 2023 self-assessment that was
conducted in the weeks prior to the meeting in the form of ques-
tionnaires. It also considered the work of the committees. The
Executive Board’s perspective was also integrated into the sur-
vey. Overall, the work of the Supervisory Board and its commit-
tees was rated favorably and considered to be efficient.

At the fifth ordinary Supervisory Board meeting on December 19,
2023, the Executive Board informed the Supervisory Board about
the current state of the Company as part of its regular reporting.
[tparticularly focused onthe AMERICAS region and planned coop-
erations with the Ningbo Jifeng Group. For example, the estab-
lishment of another joint venture for car seat productionin Europe
was approved. The meeting also focused on discussing and
approving the budget presented by the Executive Board for the
2024 financial year and the medium-term planning for 2025 to
2028. The corporate strategy and cyber security at GRAMMER
were also reported on in detail. The Supervisory Board also dis-
cussed the recommendations of the German Corporate Gover-
nance Code and approved the 2023 declaration of conformity.
Theboardreceived annualreports onrisk management, theinter-
nal control and compliance system, and measures by Internal
Audit. In addition, the Supervisory Board discussed required
changestoits competence profile and adopted the current qual-
ification matrix. The gender targets on the Executive Board were
also resolved. In addition, Mr. Guogiang Li was appointed as a
member of the Executive Board of GRAMMER AG. His appointment
will take effect as of April 1, 2024,

German Corporate Governance Code

The Supervisory Board agreed upon a declaration of confor-
mity in accordance with section 161 AktG at the Supervisory
Board meeting on December 19, 2023. Information on corporate
governance can be found in the corporate governance dec-
laration, which is available https://www.grammer.com/en/
investor-relations/corporate-governance/. The declaration of
conformity is permanently available to the public online at
https://www.grammer.com/en/investor-relations/corpo-
rate-governance/. The current declaration of conformity is
alsoincluded in the corporate governance declaration.

Work of the Supervisory Board’s committees

The Supervisory Board had five committees in the reporting
year. They prepare resolutions and topics to be discussed by
the Supervisory Board as a whole. Decision-making authorities
of the Supervisory Board are assigned to committees as per-
mitted by law. The committee chairs generally report on the
work of the committees to the Supervisory Board at the follow-
ing meeting. The tasks and members of the committees are set
out in detail in the corporate governance declaration.

The Audit Committee held four ordinary meetings. Two meetings
were held in person, one as a hybrid meeting (i.e. in person with
the option to attend virtually) and one as a virtual meeting by
video conference. In the presence of the auditor and the Execu-
tive Board, the Audit Committee discussed the annual financial
statements and the management reports for GRAMMER AG and
the Group. It discussed the half-yearly financial report and quar-
terly statements with the Executive Board. As part of preparing
and carrying out the audit, the Audit Committee, primarily the
Chairwoman, regularly met with the auditor without the Executive
Board and reported on this to the committee. The Audit Commit-
tee recommended that the Supervisory Board propose Ern-
st&Young GmbH Wirtschaftsprufungsgesellschaft, Stuttgart, to
the Annual General Meeting as auditor for the 2023 financial year.
It issued the audit engagement to the auditor selected by the
Annual General Meeting for the 2023 financial year, determined
the main focal points of the audit, and set the fees. It monitored
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the selection, independence, qualifications, and rotation of the
auditor and the auditor’s services, including the approval of cer-
tain non-audit services, as well as reviewing the quality of the
audit. The Audit Committee also discussed the accounts, the
accounting system, the appropriateness and efficacy of the Com-
pany’s internal control system and risk management system,
and the effectiveness and findings of Internal Auditing. In addi-
tion, the Audit Committee addressed compliance with legal pro-
visions, regulations, and internal company policies. One topic
area related to preparations for the sustainability reporting that
wastobecome mandatory for GRAMMER AG fromthe 2024 finan-
cial yearinaccordance with Directive (EU) No. 2022/2464 of the
European Parliament and of the Council.

The Personnel and Mediation Committee met four times last
year. One meeting was held in person and three as virtual video
conferences. In particular, the committee prepared the Super-
visory Board’s resolutions for achieving and setting perfor-
mance criteria and the targets for variable Executive Board
remuneration as well as the preparation of the remuneration
report for the previous financial year. One focus topic of the
meetings was on preparing the Supervisory Board’s personnel
decisions. For example, the committee prepared the appoint-
ment of Mr. Guogiang Li as a member of the Executive Board of
GRAMMER AG.

GRAMMER

The Strategy Committee held three meetings, one of which was
held in person and two as hybrid meetings. These focused on
presenting GRAMMER’s strategy process and discussing selected
strategic issues related to the Automotive and Commercial Vehi-
cles product areas, including sustainable product development.
In addition, an external speaker gave a talk on product lifecycle
management and the committee discussed GRAMMER’s current
competitive position and portfolio analysis.

The Chairman’s Committee meton four occasions, with all meet-
ings held as conference calls. The Chairman’s Committee pre-
pared the ordinary meetings and resolutions of the Supervisory
Board and coordinated the board’s work, chiefly inrelationto the
content and focus topics of meetings.

The Nomination Committee did not hold any meetingsin the past
financial year.

Supervisory Board training

The members of the Supervisory Board take their own initiative
to undertake any training that may be required for their role and
are supported here by the Company. Presentations on current
issues are given for the purposes of targeted training, primarily
at board meetings. For example, at the meeting on November 14,
2023, the Supervisory Board was informed about cyber security
at companies, also taking account of the Supervisory Board’s
perspective, and was given detailed insights into the GRAMMER
product worlds presented at the showroom in Ursensollen.

Individual disclosure of meeting attendance

The attendance rate was 969 for Supervisory Board meetings
and 10090 for allcommittees that held meetings, i.e. for the Audit
Committee, the Personnel and Mediation Committee, the Strategy
Committee, and the Chairman’s Committee. Meetings in the
reporting year were held not only as in-person events but also
as virtual video conferences or as in-person meetings with the
option of attending virtually (hybrid meetings). Chairman’s Com-
mittee meetings were held as conference calls.
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The individual members’ attendance at the meetings of the
Supervisory Board and its committees is disclosed below:

Attendance at the meetings of the Supervisory Board

Full Audit Personnel and Mediation Strategy Chairman’s
Number of meetings Supervisory Board Committee Committee Committee Committee
lattendance in % Number in %o Number in % Number in % Number in % Number in %
Dr. Martin Kleinschmitt Chairman 6/6 100 4/4 100 4/4 100 3/3 100 4/4 100
Deputy Chairman
(from October 1,
Udo Fechtner 2023) 2/2 100 2/2 100 1/1 100 1/1 100
Klaus Bauer Member 6/6 100
Andrea Elsner Member 6/6 100 4/4 100
Dr. Ping He Member 6/6 100
Martin Heiss Member 6/6 100 4/4 100 3/3 100
Peter Kern Member 6/6 100
Jurgen Kostanjevec Member 416 67
Dagmar Rehm Member 616 100 4/4 100
Gabriele Sons Member 6/6 100 4/4 100
Prof. Dr. Birgit Vogel-Heuser ~ Member 616 100 3/3 100
Antje Wagner Member 6/6 100 4/4 100
Former members:
Deputy Chairman
(until September
Horst Ott 30,2023 3/4 75 2/2 100 2/2 100 3/3 100
96 100 100 100 100

GRAMMER
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Conflicts of interest

GRAMMER AG’s Supervisory Board members are obliged toimme-
diately reportany conflicts of interest, especially those that may
arise on account of a consultation or board function at a cus-
tomer, supplier, lender, or other business partner, to the Chairman
of the Supervisory Board and then to the board as a whole. No
members of the Executive Board or Supervisory Board were
involved in any (potential) conflicts of interest in the reporting
year.

Audit of 2023 annual and consolidated financial statements

The Annual General Meeting of GRAMMER AG appointed Ern-
st&Young GmbH Wirtschaftsprufungsgesellschaft, Stuttgart, on
May 10, 2023, as the auditor of the annual financial statements
andthe consolidated financial statements for the 2023 financial
year as proposed by the Supervisory Board and in accordance
with the recommendation of the Audit Committee. Ernst&Young
audited the annual financial statements of GRAMMER AG, the
consolidated financial statements and the management reports
for the 2023 financial year and issued an unqualified audit opin-
ion. The German Public Auditor responsible is Udo Schuberth.
Before being proposed as auditor to the Annual General Meeting
by the Supervisory Board, Ernst&Young confirmed that there
were no circumstances that could compromiseitsindependence
as auditor or give rise to doubts about its independence. Ern-
st&Young also stated the extent to which services outside the
audit of the financial statements were provided to the Company
in the previous financial year in compliance with the fee cap or
are contractually agreed for the following year. GRAMMER AG’s
annual financial statements and management report were pre-
paredinaccordance with the provisions of the German Commer-
cial Code. The consolidated financial statements were prepared
in accordance with the International Financial Reporting Stan-
dards(IFRS), as adoptedinthe European Union, andinaccordance
with the supplemental provisions of section 315e (1) HGB. The
audit was conducted in accordance with section 317 HGB and in
compliance with German Generally Accepted Standards for Finan-
cial Statement Audits promulgated by the Institut der Wirtschafts-
prufer (Institute of Public Auditors in Germany). The auditor con-
firmed that the management reports provide a true and fair view
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of GRAMMER AG and the Group and of the opportunities and risks
with regard to future development. The audit of the early risk
detection system as part of the audit found that the Executive
Board has taken appropriate measures as required under section
91 (2) AKtG, in particular to establish a monitoring system, and
that the monitoring system is suitable for identifying develop-
ments that jeopardize the Company’s going-concern status at
anearly stage. The annual and consolidated financial statements
of GRAMMER AG, the management reports, the separate non-fi-
nancial report, and the auditor’s reports were provided to all
Supervisory Board members in good time. The Audit Committee
performed apreliminary audit of these documents at its meeting
onMarch 26,2024, andreported onthisto the Supervisory Board
atthe ordinary Supervisory Board meeting onthe same day. The
statements and reports were then discussed in detail. The audi-
tor’s representatives attended both meetings, reported on the
results of their audits, and were available to take questions. In
particular, they presented the results of key audit matters for
GRAMMER AG and the Group for the 2023 financial year. Material
weaknesses of theinternal control system and the risk manage-
ment system were not reported.

No objections were raised by the Audit Committee or the Supervi-
sory Board following the final results of the audit of the annual/
consolidated financial statements and the management reports.
Inline withthe Audit Committee’srecommendation, the Supervisory
Board approved the results of the audit. The Supervisory Board
approved the annual financial statements of GRAMMER AG and the
consolidated financial statements for 2023 prepared by the Exec-
utive Board. The annual financial statements were thus approved.
As part of its audit, the Supervisory Board also reviewed the
separate non-financial report in accordance with sections 289b
and 315b HGB and concluded that these comply with existing
requirements and that no objections are to be raised. The report
prepared by the Executive Board and the Supervisory Board on
Executive Board and Supervisory Board remuneration for 2023
(remuneration report] in accordance with section 162 AktG was
also formally audited by the auditor. Again, no objections were
raised.

The Executive Board proposes, based on net loss of EUR 149
million for the 2023 financial year and the resulting retained
loss of GRAMMER AG of EUR 146.1 million, which will be carried
forwardinfull, notto propose a dividend payment to the Annual
General Meeting in 2024. This proposal was approved by the
Supervisory Board.

Audit of the report of the Executive Board on relations with
affiliated companies

At the end of the reporting year, the Wang family (Yiping Wang,
Jimin Wang, Bifeng Wu) indirectly held 86.2%b of the share cap-
ital of GRAMMER AG. GRAMMER AG is included in the consolidated
financial statements of Ningbo Jifeng Auto Parts Co,, Ltd,, Ching,
as a consolidated subsidiary. For this reason, the GRAMMER AG
Executive Board prepared areport onrelationships with affiliated
companies (dependent company report) for the 2023 financial
year in accordance with section 312 AktG and presented this to
the Supervisory Board in good time. The dependent company
report was audited by the auditor. As there were no objections
to be raised following the completion of its audit, the auditor
issued the following auditor’s report in accordance with section
313 (3) AktG: “Based on our audit and opinion as required by law,
we confirmthat (1) the factual statements made inthe reportare
correct, and (2.) the consideration paid by the Company for the
transactionslistedinthe report was not unreasonably high.” The
dependent company report and the auditor’s report were pro-
vided to the Audit Committee and the Supervisory Board, which
reviewed the reports. The review did not give rise to any objec-
tions. Following the final result of the preliminary review by the
Audit Committee and our ownreview, the Supervisory Board does
not have any objections to the Executive Board’s report onrela-
tionships with affiliated companies in accordance with section
312(3)sentence 1 AktG. The results of the audit of the dependent
company report by the auditor are approved.
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Changes to the Supervisory Board and the Executive Board
As mentioned above, the following changes occurred in the
Supervisory Board in the reporting year:

Mr.Horst Ott, Deputy Chairman of the Supervisory Board, resigned
from his position as a member of the Supervisory Board with
effect from the end of September 30, 2023. With effect from
October 1, 2023, the Local Court - Registry Court - Amberg
appointed Mr. Udo Fechtner as a member of the Supervisory
Board. The Supervisory Board elected Mr. Fechtner asits Deputy
Chairman with effect from October 1, 2023.

There were no changes to the Executive Board in the reporting
year.

Expression of thanks

On behalf of the Supervisory Board as a whole, I would like to
express our sincere gratitude and respect to all GRAMMER
employees for their work over the last financial year. Thanks are
equally due to the members of the Executive Board, who have
once again guided the Company through a very difficult market
environment. | would also like to thank our employee represen-
tatives and the works councils, who always provide 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 shareholder, who placed
their trust in GRAMMER AG’s Executive Board and Supervisory
Board last year.

Ursensollen, March, 2024
On behalf of the Supervisory Board

Dr. Martin Kleinschmitt
Chairman
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Remuneration Report in accordance with Section 162 of the
German Stock Corporation Act

Theremunerationreport, preparedjointly by the Executive Board
and the Supervisory Board of GRAMMER AG in accordance with
Section162 of the German Stock Corporation Act (AktG), describes
the basic features of the remuneration system for both the Exec-
utive Board and the Supervisory Board. The remuneration report
provides information on the remuneration awarded and due to
current and former members of the Executive Board and Super-
visory Boardinthe fiscal year 2022 in accordance withthe remu-
neration system applicable for the fiscal year 2022. The report
takesinto account the recommendations and suggestions of the
German Corporate Governance Code (GCGClinthe version dated
April 28,2022 (published in the German Federal Gazette (Bunde-
sanzeiger) on June 27, 2022).

In accordance with Section 162 (3) AktG, Ernst & Young
Wirtschaftsprufungsgesellschaft has formally audited the remu-
neration report. The remuneration report and the note regarding
the audit are published on the website of GRAMMER AG (www.
grammer.com).

0On June 4, 2024 the remuneration report is to be submitted to
the Annual General Meeting for approval in accordance with the
requirements of Section120a (4) AktG.

The Executive Board and Supervisory Board of GRAMMER AG
submitted the remunerationreport for fiscal year 2022 prepared
inaccordance with section 162 of the German Stock Corporation
Act (AktG) to the Annual General Meeting on May 10, 2023 for
resolution. It has been approved with a 9997%o approval rate.
The Executive Board and Supervisory Board of GRAMMER AG
regard this high approvalrate as a clear confirmation of the form
and content of the remuneration report and will therefore main-
tain the previous structure when preparing the remuneration
report for fiscal year 2023.
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1. Review of the fiscal year 2023

Despite the once again challenging economic environment in
fiscal year 2023, in particular influenced by the ongoing war in
Ukraine as wellas an albeit easing but nonetheless still high level
of inflation, the GRAMMER Group was able to report a positive
sales developmentand arevenueincrease of EUR 2,304.9 million.
The consolidated earnings before interest and taxes (EBIT) also
developed positively andincreased significantly to EUR 42 million.
The operating EBIT alsoimproved significantly to EUR 56.8 million
0N a year-on-year basis. The year-on-year increase in earnings
is primarily due to the more stable business performance in APAC
and the positive development in EMEA. However, higher costs in
the fourth quarterinparticular as aresult of volatile plant capac-
ity utilization, currency exchange losses, and a continued sharp
rise in personnel costs meant that the forecast of around EUR
70 millionin earnings made at the beginning of the financial year
could notbe achieved andthe earnings development was there-
fore ultimately below expectations. In response, GRAMMER initi-
ated a program of measures aimed at increasing efficiency.

Infiscal year 2023 Mr. Horst Ott, deputy Chairman of the Super-
visory Board, resigned from his role as Member of the Supervi-
sory Board effective September 30, 2023. Effective October 1,
2023 the Amtsgericht Amberg appointed Mr. Udo Fechtner to the
Supervisory Board. The Supervisory Board elected Mr. Fechtner
as deputy Chairman of the Supervisory Board with effect from
October1,2023.

Effective January 1, 2023 the Supervisory Board resolved to
adjust the target remuneration of Executive Board members
Jens Ohlenschléger and Jurate Keblyte. With the appointments
of Jens Ohlenschlaiger as CEQ/Spokesperson and Jurate Keblyte
as Labor Director the scope of their roles and responsibilities
were significantly expanded. In light of the expanded scope of
their roles and responsibilities as well as the continued positive
performance and development of GRAMMER AG despite the once
againchallenging overalleconomic environment the Supervisory
Board determined an increase in the target remuneration to be

appropriate. With the adjustment of the target remuneration the
Supervisory Board ensures that the remuneration of the Exec-
utive Boardremains competitive inthelongtermin order to attract
and retain the best and most suitable candidates as members
Executive Board.

2.  Overview of the Remuneration system of the Executive
Board

2.1 Principles

OnJune 23,2021 the current remuneration system for the mem-

bers of the Executive Board of GRAMMER AG was approved by

the Annual General Meeting with an approval rate of 99.89%o and

has been in place since the fiscal year 2021 for all active mem-

bers of the Executive Board.

The remuneration system adopts a clear pay-for-performance
approach, setting ambitious targets that are aligned with the
corporate strategy. In addition, the remuneration systemis more
closely oriented to the capital market by offering arevised Long-
term incentive in the form of a performance share plan. Among
other things, the Short-term incentive includes ESG objectives,
i.e. environmental aspects, social objectives, and responsible
corporate governance, in order to provide an incentive for sus-
tainable and responsible development at GRAMMER AG.

The principles of the new remuneration system are explained
below.
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2.2 Remuneration elements

The remuneration system of the Executive Board of GRAMMER
AG consists of both fixed and variable components. In this con-
text, a high proportion of the remuneration is performance-re-
lated. The variable remuneration components comprise a Short-
term incentive (STI) and a Long-term incentive (LTI). The table
below shows the main principles of the remuneration system.
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Fixed components

Fixed remuneration

Contractually agreed fixed remuneration paid in twelve equal monthly installments

Ancillary benefits

Standard ancillary benefits (including company car and insurance cover)

Retirement benefits

Cash amount that can be used by the member of the Executive Board for private pension

savings

Variable components

Short-term incentive (STI)

Plan type

Annual target bonus plan

Cap

170090 of the target amount

Performance criteria

e Netincome, EBIT or EBT (determined annually by the Supervisory Board)

e Free cash flow (FCF)

e Strategic and ESG goals, e.g. compliance, environmental protection,
economic stability and growth

Payment

In cash after the end of the financial year

Long-term incentive (LTI)

Plan type Performance share plan

Cap 20009 of the target amount

Performance criteria e Total shareholder return (TSR] relative to the SDAX
e ROCE

Performance period Four years

Payment

In cash after four-year performance period

Further contractual provisions

Maximum remuneration

e EUR 2,700,000 for the Chairman of the Executive Board
e EUR 1,800,000 for the other members of the Executive Board

Penalty /claw-back

Possibility of reducing or reclaiming performance-related remuneration in the event of
serious breaches of duty or misstatements in the consolidated financial statements

Cap on terminations benefits

Termination benefits may not exceed the value of two years’ total remuneration
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Fixed remuneration

The fixed remuneration is paid in twelve equal monthly install-
ments at the end of each month. The members of the Executive
Board do not receive any separate remuneration for accepting
intra-Group mandates.

Benefitsin kind

The members of the Executive Board are granted customary
ancillary benefits such as insurance benefits in line with market
practice as well as a company car.

Pension substitute payment
Pension substitute payments are granted to the members of the
Executive Board. This cash amount will be paid in December and
canbeusedfor privateretirement provisions. Acompany financed
pension plan does not exist.

Short-termincentive

The Short-termincentiveis structured as a target bonus system
andincludes financial, strategic, and ESG targets. The financial
performance criteria are derived directly from the corporate
strategy and thus take into account the company’s profitability
and liquidity. In addition, the strategic and ESG objectives are
intended to ensure the sustainability of the company’s devel-
opment.

The Short-termincentive (STI) 2023 complies with the remuner-

ation system of GRAMMER AG, approved by the Annual General
Meeting, and is described in the graphic below:
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SHORT-TERM INCENTIVE 2023

STITARGETIN € #

TARGET ACHIEVEMENT
Target achievement (0-170%o)

CASH PAYOUT
(Cap at 170%o of target amount)

o

EBIT AS A PERCENTAGE
OF REVENUE

@

FREE CASH FLOW (FCF) AS A
PERCENTAGE OF REVENUE

STRATEGIC AND ESG
OBJECTIVES

®

Weighting: 50%0

Weighting: 30%0

Weighting: 20%

Reduction of global CO,

200% 200%

1009% |--- 7 1009 |-

emissions, reduction of

accident frequency and
continuation of a structured
talent management process

1.90% 317%  3.96% 1.42%

2.36% 2.95%

The Supervisory Board set EBIT (Earnings Before Interest and
Taxes) and Free Cash Flow, each as a percentage of sales, as
financial performance crit