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Consolidated Statement of Income

January 1 - December 31 of the respective financial year

EURK
Note 2023 2022

Revenue 6 2,304,888 2,168,791
Cost of Sales 73 -2,062,076 -2,018,284
Gross profit 242,812 140,507
Selling expenses 7.3 -31,991 -28,047
Administrative expenses 7.3 -100,441 -202,213
Other operating income 71 21,633 45,672
Earnings before interest and taxes (EBIT) 42,013 -44,981
Financial income 7.2 6,976 3,576
Financial expenses 7.2 -42,566 -28,896
Other financial result 72 2,754 7,637
Earnings before taxes 9,177 -62,764
Income taxes 8 -5,763 -15,797
Net profit/loss 3,414 -78,561
Of which attributable to:

Shareholders of the parent company 1,799 -78,405

Non-controlling interests 903 -793

Hybrid loan lender’s compensation claims 712 637
Net profit/loss 3,414 -78,561
Earnings per share

Basic/diluted earnings per share in EUR 9 012 -5.26
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Consolidated Statement of Comprehensive Income

January 1 - December 31 of the respective financial year

EURK EURK
2023 2022 2023 2022
Net profit/loss 3,414 -78,561
Amounts that will not be reclassified to profit Gains/losses (-) from cash flow hedges
and loss in future periods Gains/losses (-) arising in the current period 3,832 4,317
Actuarial gains/losses (-) under defined benefit plans Plus/less (=) omounts reclassified to the
income statement through profit and loss -5,305 -1915
Gains/losses () arising in the current period -6,487 32,073 :
O Tax expenses (-)/tax income 416 -624
Tax expenses (-)/tax income 1,861 -9,428
P ’ ! Gains/losses (-) from cash flow hedges (after tax) -1,057 1,778
Actuarial gains/losses (-) under
defined benefit plans (after tax) -4,626 22,645 Gains/losses (-) from net investments in foreign operations
Total amounts that will not be reclassified Gains/losses (-] arising in the current period -1,228 6,561
to profit and loss in future periods -4,626 22,645 Tax expenses (-)/tax income 517 _383
Amounts that will be reclassified to profit Gains/losses (-) from net investments
and loss in future periods under certain conditions in foreign operations (after tax) -1,011 6,178
. . Total amounts that will be reclassified to profit
Gains/losses (-) from currency translation and loss in future periods under certain conditions -13,135 11,975
of foreign subsidiaries
Gains/losses () arising in the current period -11,067 4,019 —
Other comprehensive income -17,761 34,620
Gains/losses (-) from currency translation of foreign
subsidiaries (after tax) -11,067 4,019 Total comprehensive income after taxes -14,347 -43,941
Of which attributable to:
Shareholders of the parent company -15,859 -43,746
Non-controlling interests 800 -832
Hybrid loan lender’s compensation claims 712 637
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Consolidated Statement of Financial Position

as of December 31 of the respective financial year

Assets
EURK
December 31, December 31,
Note 2023 2022
Property, plant and equipment 11 478,553 477,327
Intangible assets 11 147,781 146,285
Investments measured at equity 4 1,085 1,158
Other financial assets 15 11,757 5,711
Deferred tax assets 8 53,269 41,805
Other assets 16 47,442 37,554
Contract assets 14 73,766 58,236
Non-current assets 813,653 768,076
Inventories 12 186,207 197,386
Current trade accounts receivable 13 288,474 256,712
Other current financial assets 15 11,909 6,731
Currentincome tax receivables 3,232 2,143
Cash and short-term deposits 17 131,005 108,587
Other current assets 16 47,010 48,842
Current contract assets 14 52,931 56,117
Current assets 720,768 676,518
Total equity and liabilities 1,634,421 1,444,594
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Consolidated Statement of Financial Position

as of December 31 of the respective financial year

Equity and Liabilities

EURK EURK
December 31, December 31, December 31, December 31,
Note 2023 2022 Note 2023 2022
Subscribed capital 18 39,009 39,000 Current financial liabilities 20 286,628 208,160
Capital reserve 18 162,047 162,047 Current trade accounts payable 22 404,051 306,087
Own shares 18 -7,441 -7,441 Other current financial liabilities 23 23,169 18,671
Retained earnings 18 124,075 122,276 Other current liabilities 24 93,476 108,207
Cumulative other comprehensive income 18 -54,645 -36,087 Current income tax liabilities 4,193 8,050
Equity attributable to shareholders of the Provisions 21 29,022 32,071
parent company 263,945 279,804 cyrrent contract liabilities 14 2,083 4,932
Hybrid loan 18 38,795 19,610 guyrrent liabilities 842,622 771,078
Non-controlling interests 18 10,615 1,694
Equity 313,355 301,108 Ttotal liabilities 1,221,066 1,143,486
Total equity and liabilities 1,534,421 1,444,594
Non-current financial liabilities 20 167,025 157,807
Trade accounts payable 22 1,474 1,801
Other financial liabilities 23 55,221 63,211
Other liabilities 24 0 408
Retirement benefits and
similar obligations 19 122,925 117,165
Deferred tax liabilities 8 29,013 23,491
Contract liabilities 14 2,786 2,625
Non-current liabilities 378,444 366,408
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Consolidated Statement of Changes in Equity

for the financial year ending December 31, 2023

EURk
Cumulative other comprehensive income
Actuarial
gains and
Net losses from
Foreign investments defined Non-
Subscribed Capital Retained own Cash flow currency in foreign benefit controlling Consolidated
capital reserve earnings shares hedges conversion operations plans Total Hybrid loan interests equity
As of January 1, 2023 39,009 162,947 122,276 -7,441 2,438 6 -14,842 -24,589 279,804 19,610 1,694 301,108
Net profit/loss 0 0 1,799 0 0 0 0 0 1,799 712 903 3,414
Other comprehensive
income 0 -1,057 -10,9064 -1,011 -4,626 -17,658 0 -103 -17,761
Total comprehensive income 1,799 -1,057 -10,964 -1,011 -4,626 -15,859 712 800 -14,347
Changes in scope of
consolidation 0 0 0 0 0 0 0 0 0 0 0 0
Transaction involving
non-controlling interests 0 0 0 0 0 0 0 0 0 0 8,121 8,121
Distribution of hybrid loan
lender’s compensation claims 0 0 0 0 0 0 0 0 0 -508 0 -508
Hybrid loans 0 0 0 0 0 0 0 0 0 19,071 0 19,071
As of December 31,2023 39,009 162,947 124,075 -7,441 1,381 -10,958 -15,853 -29,215 263,945 38,795 10,615 313,355
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Consolidated Statement of Changes in Equity

for the financial year ending December 31, 2022

EURK
Cumulative other comprehensive income
Actuarial
gains and
Net losses from
Foreign investments defined Non-
Subscribed Capital Retained own Cash flow currency in foreign benefit controlling Consolidated
capital reserve earnings shares hedges conversion operations plans Total Hybrid loan interests equity
As of January 1, 2022 39,009 162,947 200,534 -7,441 660 -4,043 -21,020 -47,243 323,403 19,621 2,526 345,550
Net profit/loss 0 0 -78,405 0 0 0 0 0 -78,4056 637 -793 78,661
Other comprehensive
income 0 0 0 0 1,778 4,049 6,178 22,654 34,659 0 -39 34,620
Total comprehensive income -78,405 1,778 4,049 6,178 22,654 -43,746 637 -832 -43,941
Changes in scope of
consolidation 0 0 147 0 0 0 0 0 147 0 0 147
Transaction involving
non-controlling interests 0 0 0 0 0 0 0 0 0 0 0 0
Distribution of hybrid loan
lender’s compensation claims 0 0 0 0 0 0 0 0 0 -648 0 -648
Hybrid loans 0 0 0 0 0 0 0 0 0 0 0 0
As of December 31, 2022 39,009 162,947 122,276 -7,441 2,438 6 -14,842 -24,589 279,804 19,610 1,694 301,108
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Consolidated Statement of Cash Flows

January 1 - December 31 of the respective financial year

EUR k
Note 2023 2022
1. Cash flow from operating activities
Earnings before taxes 9,177 -62,764
Reconciliation of earnings before taxes with cash flow from operating activities
Depreciation and impairment of property, plant and equipment 11 72,020 108,608
Amortization and impairment of intangible assets 11 9,745 53,813
Gains (-)/losses from the disposal of assets 76 427
Other non-cash changes 11,052 10,851
Financial result 72 32,836 17,783
Dividends received from investments measured at equity 544 350
Changes in operating assets and liabilities
Decrease/increase () in trade accounts receivable and other assets 13, 14,15, 16 -57,776 -31,478
Decrease/increase () ininventories 12 11,179 -1,249
Decrease (-)/increase in provisions and retirement benefit provisions 19,21 -26,119 -31,656
Decrease (-)/increase in accounts payable and other liabilities 22,23,24 85,288 52,609
Income taxes paid 8 -16,510 -10,5682
Cash flow from operating activities 132,412 106,721
2. Cash flow from investing activities
Purchases
Purchase of property, plant and equipment 11 -75,622 -71,629
Purchase of intangible assets 11 -8,831 -7,819
Purchase of financial assets 15 -8,022 -7
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EURK

Note 2023 2022

Disposals

Disposal of property, plant and equipment 11 2,736 2,163

Disposal of intangible assets 11 0 154

Disposal of financial assets 15 2,781 897
Payments made for the formation of plan assets 19 -1,476 -1,5006
Interest received 72 5,053 1,008
Government grants received 21 310
Cash flow from investing activities -84,260 -75.439
3. Cash flow from financing activities
Inflow from hybrid loans 18 19,071 0
Payment of the hybrid loan lender’s compensation claims 18 -508 -648
Inflow from capital increase by minority shareholders 18 8,121 0
Payments received from raising financial liabilities 20 31,500 76,669
Payments made for the settlement of financial liabilities 20 -39,239 -73,393
Payments made for the settlement of lease liabilities 11 -22,273 -21,180
Interest paid 72 -34,015 -23,388
Cash flow from financing activities -37,432 -41,940
4. Cash and cash equivalents at the end of the period
Changes in cash and cash equivalents recognized in
the cash flow statement (sub-total of items 1-3) 10,719 -10,658
Effects of exchange rate differences of cash and cash equivalents 5,183 1,850
Cash and cash equivalents as of January 1 35,549 44,357
Cash and cash equivalents as of December 31 51,451 35,549
5. Analysis of cash and cash equivalents
Cash and short-term deposits 17 131,005 108,587
Bank overdrafts (including current liabilities under factoring contracts) 20 -79,5654 -73,038
Cash and cash equivalents as of December 31 51,451 35,549
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Notes to the Consolidated Financial Statements for the year ending December 31, 2023

GRAMMER AG is a public listed company incorporated under German law. The Company’s re-
gistered office and business address is Grammer-Allee 2, 92289 Ursensollen, Germany. The
Company’s shares have been traded on the Frankfurt/Main and Munich stock exchanges via
the Xetra electronic trading platform since 1996.

GRAMMER AG is listed in the Prime Standard on the Frankfurt Stock Exchange.

e International Securities Identification Number (ISIN): DED005895403
e German Securities ID (WKN): 589540

e Common Code: 006754821

e Ticker Symbol: GMM

e Commercial register number: HRB 1182, Local Court of Amberg

The GRAMMER Group is a global group of companies specializing in the development and pro-
duction of complex components and systems for passenger vehicle interiors as well as driver
and passenger seats for trucks, buses, trains and offroad commercial vehicles (tractors, con-
struction machinery and forklifts). In 2023, the Company employed an average of 14,241 persons
(excluding apprentices, including 413 employees in Central Services) at 44 (2022: 46) production
and logistics sites around the world as well as at GRAMMER Group Central Services in Amberg
and Ursensollen.

GRAMMER AG is managed by an Executive Board composed of two members (2022: two).

GRAMMER has classified its activities in the operating regions EMEA, AMERICAS and APAC which
are the reportable business segments. These segments are described in greater detail in Note
5. The consoalidated financial statements have been prepared in accordance with the Interna-
tional Financial Reporting Standards (IFRS) as published by the International Accounting Stan-
dards Board (IASB) and adopted by the European Union. The consolidated financial statements
of GRAMMER AG (the “Company”) were prepared by the Executive Board in accordance with
section 315 e (1) HGB (German Commercial Code) on March 13, 2024.

GRAMMER

GRAMMER AG is an indirectly held subsidiary of Ningbo Jifeng Auto Parts Co., Ltd., Ningbo City,
China (Ningbo Jifeng) andis included in that company’s consolidated financial statements. These
are available in Chinese at http://www.sse.com.cn. Ningbo Jifeng indirectly holds 86.20%0
(2022:86.20090) of the voting rights in GRAMMER AG and is the next highest parent company of
GRAMMER AG that prepares consolidated financial statements. The direct parent company of
GRAMMER AG is Jiye Auto Parts GmbH, Frankfurt am Main.

2.1. Summary of significant accounting policies and use of estimates and judgments

These consolidated financial statements for GRAMMER AG were prepared in accordance with
section 315e HGB (“consolidated financial statements in accordance with international account-
ing standards”) in conjunction with the International Financial Reporting Standards (IFRS) and
related interpretations (SIC/IFRIC interpretations) as applicable in the European Union (EU) in
accordance with Regulation (EC) no.1606/2002 of the European Parliament and the Council. The
term “IFRS” also includes the International Accounting Standards (IAS), which continue to apply.

The consolidated financial statements are prepared using the historical cost principal, except
where application of other methods of measurement are mandatory. The consolidated financial
statements were prepared in Euro (EUR). Unless otherwise indicated, all values are rounded to
the nearest thousand (EUR k). Individual amounts and percentages may not exactly equal the
aggregated amounts due to rounding differences. The consolidated statement of financial posi-
tion (balance sheet) applies the current/non-current distinction. Netincome is presented in two
separate statements: an income statement and a statement of comprehensive income. The
income statement is prepared using the cost of sales method.
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Estimates and judgments (IAS 8)

In certain cases, it is necessary to apply assessments and judgments. For instance, in preparing
the consolidated financial statements, discretionary decisions, assumptions and estimates have
to be made to a certain degree, which have an impact on the measurement and recognition of
reported assets and liabilities, income and expenses and contingent assets and liabilities of the
reporting period. The assumptions and estimates are based on information currently available. In
addition, they may include estimates that could have been different in the same reporting period
for equally plausible reasons. GRAMMER cautions that future events often differ from forecasts
andthat estimates are routinely subject to revision. Assumptions and estimates consistently relate
to the parameters in effect at the time of preparation of the consolidated financial statements.
However, as a result of market development and conditions outside Group control, these may
change over time. Such changes are taken into account only when they have occurred.

The current uncertainties, particularly with regard to the consequences of the Russia-Ukraine
war and the economic impact of this on the future development of the business activities of
GRAMMER and its subsidiaries, sell-side markets and supply chains, prices in the markets rele-
vant for GRAMMER, interest rates and exchange rates, mean that the assumptions and estimates
in the consolidated financial statements are subject to additional uncertainty. The impact of the
Russia-Ukraine war on the consolidated financial statements is dependent on supply bottlenecks
and related supply difficulties on the part of OEMs which could lead to disruptions in the produc-
tion of vehicles, also in Germany, on higher inflation, including prices for raw materials and energy
as well as on the development of key interest rates. Due to the extremely limited nature of the
GRAMMER Group’s activities in Russia and Ukraine, there were no material direct consequences
on Group revenue. These factors had anindirect impact on the consolidated financial statements,
particularly with respect to goodwill (Note 11.3), government grants (Note 71, Note 7.3 and 7.4),
impairment losses on trade accounts receivable (Note 13), contract assets and liabilities (Note
14) and provisions (Note 21).

In particular, estimates and discretionary judgments are necessary in connection with impair-
ment testing of goodwill, intangible assets and non-current assets and the recognition of deferred
tax assets on unused tax losses as well as the definition of the assumptions underlying the
actuarial calculations of retirement benefit expenses under defined benefit plans. Furthermore,
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estimates and discretionary judgments are applied to revenue from contracts with customers
for the purpose of determining the transaction price and also to the formation of portfolios of
financial instruments in the case of expected credit risks or losses. In addition, discretionary
decisions must be made in assessing whether there is a legal or constructive obligation for which
a provision must be recognized. In particular, all known circumstances, such as restructuring
provisions, are taken into account to determine the existence of a constructive obligation. Esti-
mates and discretionary judgments are particularly applied to determine the term of the lease.
With respect to the inclusion of subsidiaries in the consolidated financial statements, GRAMMER
also applies discretionary judgments in determining whether it has the de facto ability and pos-
sibility to determine the relevant activities as a controlling influence over the investee.

Climate-related aspects

GRAMMER AG pursues sustainability in its corporate strategy and operating activities, specifi-
cally with the Sustainable Company strategic initiative which covers all areas of the company.
The focus in research and development is on using renewable or recycled materials as well as
onthe durability, reusability and disposal of products and materials. But climate-related aspects
are also pursued in procurement, transportation and production. In the process, the GRAMMER
Group supports the 1.5 degree goal of the Paris Agreement and has set itself the target of reduc-
ingits direct and indirect CO2 emissions by 25%o to 2025, by 5090 to 2030 and by 10090 to 2040.
The consolidated financial statements take into account the climate-related developments and
risks related to this target. GRAMMER also began implementing the EU Corporate Sustainability
Reporting Directive (CSRD) in the financial year. The analysis and implementation process will be
completedinthe 2024 financial year. Reporting will take place for the first time in the 2025 finan-
cial year. Due to GRAMMER's specific product portfolio, climate-related aspects have animpact
on the procurement and production process and less on the products sold by GRAMMER. In the
Automotive product area, the transformation to electromobility brings with it additional oppor-
tunities rather than risks. In this connection estimates and judgments relate particularly to
assumptions about future legal regulations and developments of the market environment which
are subject to a high level of dynamism and also uncertainty. The Group continuously monitors
legislation related to climate change. Due to the introduction of legislation or other
regulations, there are no known consequences which have a materialimpact on the Group, such
as the economic useful life of assets being reduced compared to the original forecasts.

126



Principles of consolidation (IFRS 10)

The consolidated financial statements include the financial statements of GRAMMER AG and the
financial statements of the consolidated subsidiaries as of December 31 of each financial year.
The financial statements of the parent company and the subsidiaries are prepared in accordance
with uniform accounting and valuation methods. The reporting date of the financial statements
of the companiesincluded inthe consolidated financial statements corresponds to the reporting
date of the consolidated financial statements.

The consolidated financial statements include GRAMMER AG as well as subsidiaries on which GRAM-
MER AG directly or indirectly exerts control. GRAMMER AG controls a subsidiary if it has the power
over it, participates in positive and negative returns from these companies and is also able to use
its power over the subsidiary to affect the amount of such returns. This involves an assessment
of all circumstances that result in GRAMMER AG having the de facto ability and possibility to deter-
mine the relevant activities as a controlling influence over the investee.

Assets, liabilities, income and expenses of a subsidiary which was acquired during the reporting
period are recorded in the statement of financial position and statement of comprehensive income
as of the day on which GRAMMER AG gains control over the subsidiary until the day on which con-
trol ceases.

Receivables and liabilities as well as income and expenses arising between consolidated compa-
nies are mutually netted. Intercompany profits from deliveries and services as well as dividends
distributed within the Group are eliminated.

Business combinations (IFRS 3)

Business combinations are accounted for using the purchase method. Costs for the acquisition
of a company are measured as the aggregate of the acquisition-date fair value of the consider-
ation transferred and the amount of any minority interest.

Costsincurred in connection with the business combination are recognized as expensesin the
period in which they arise.

In a business combination, all identifiable assets acquired, liabilities assumed and contingent

liabilities of the acquiree are measured at their fair values at the acquisition date. Any agreed
contingent considerationis also recognized at fair value as of the acquisition date. Any resulting
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differenceis reported as goodwill. Following initial recognition, goodwill is measured at cost less
any accumulated impairment expense. Please refer to the section on goodwill for details of
impairment testing. Subsequent changes to the fair value of a contingent consideration repre-
senting an asset or liability are recognized either in profit and loss or in other comprehensive
income in accordance with IFRS 9. If a contingent consideration is classified as equity, the orig-
inal amount is not remeasured, and subsequent settlement is taken directly to equity.

Subsidiaries are included in the consolidated financial statements by offsetting the carrying
amount of the shares in subsidiaries against the Group’s share of the equity of the respective
subsidiary. Non-controlling interests refer to the share of results of operations and net assets
not attributable to the Group. Therefore, any profit or loss from this share is recognized in the
income statement separately from the share of results of operations attributable to the share-
holders of the parent company. In the balance sheet, it is recognized directly in equity in a line
item separate from the equity attributable to the shareholders of the parent company.

Joint ventures (IFRS 11) and associates (IAS 28)

Joint ventures are companies on which GRAMMER AG and one or more outside parties jointly exer-
cise control. Joint control arises if decisions on the main activities require the unanimous consent
of the parties sharing control over the entity.

An associate is an entity over which GRAMMER AG has significant influence. Significant influence
occurs whenthe Group has the power to participate inthe financial and operating policy decisions
of the investee but does not have control or joint control. Where an entity holds 20%o or more of
the voting power (directly or indirectly) of aninvestee, it will be presumed that the investor exerts
significant influence unless it can be clearly demonstrated that this is not the case.

The GRAMMER Group’s shares in such joint ventures and associates are recognized by using the
equity method.

By using the equity method, the shares in ajoint venture or assaociate are initially recognized at
cost. These costs are adjusted in subsequent periods to reflect any changes in the Group’s share
in the net assets of the joint venture or associate since the acquisition date. If the Group’s share
of net assets is negative, loss portions are recognized only if there is an obligation to offset
losses. The Group determines on each reporting date whether there is any objective evidence
suggesting that the share in the joint venture or the associate may be impaired. In the event of
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such evidence being found, the impairment equals the difference between the recoverable
amount of the share in the joint venture or associate and the carrying amount, upon which the
resultant lossis recognized through profit and loss within the share of earnings of joint ventures
and associates. The carrying amount forms the upper limit of the impairment provided that there
is no obligation to compensate for any losses.

Goodwill arising from the acquisition of an associate or ajointly controlled entity is included within
the carrying amount of such entities. If such an entity is sold, the attributable amount of goodwiill
isincluded in the determination of the net gain or loss on the sale.

Accordingly, the consolidated statement of income includes the Group’s share in the earnings
of the joint venture or associate for the period under review. A loss attributable to GRAMMER is
taken into account as long as it does not exceed the carrying amount of the investment in the
joint venture or associate. Any adjustments recognized within the other comprehensive income
of a subsidiary are likewise recognized in the Group’s other comprehensive income. In addition,
any changes are recorded directly in the equity of the joint ventures or associates in an amount
equaling the share held by the Group and, as far as necessary, included in the statement of
changes in equity. Unrealized gains and losses from transactions between the Group and the
joint ventures or associates are eliminated in accordance with the shares held in the joint venture
or associates.

Current/non-current distinction (IAS 1)

The Group classiflesits assets and liabilities according to whether they are current or non-current.
Anassetis classified as currentif itis expected to be realized within twelve months of the report-
ing date, the asset is held primarily for trading, or it entails cash or cash equivalents. All other
assets are classified as non-current. Aliability is classified as current if settlement of the liability
is expected within twelve months of the reporting date or the liability is held primarily for trading
purposes. All other liabilities are classified as non-current. Deferred tax assets and liabilities are
classified as non-current assets or liabilities.

Currency translation (IAS 21)

The consolidated financial statements were prepared in euro, which is GRAMMER AG’s functional
currency. The Group determines the functional currency for each subsidiary. The items included
in the financial statements of the companies are measured on the basis of the relevant functional
currency. Any resulting translation differences from this are recognized in profit or loss. The assets
and liabilities of foreign subsidiaries whose functional currency is not the euro are translated into
euro on the basis of their functional currency. The functional currency of the subsidiaries is the
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relevant local currency in most cases. The functional currency of the subsidiary is translated into
the Group’s reporting currency using the modified closing rate method under which items of the
statement of financial position are translated at the end-of-year exchange rate and items of the
income statement at average exchange rates. Any resulting translation differences from this are
recognized directly in equity. In addition, currency translation differences arising from foreign-
currency loans for collateralizing a net investment are recognized directly in equity in other
comprehensive income and reclassified to profit and loss for the period upon disposal.

For currency translation purposes, the following exchange rates were applied for the major cur-
rencies of relevance to the Group:

Average exchange rate End-of-year exchange rate

2023 2022 2023 2022
Argentina ARS 0.004 0.007 0.001 0.005
Brazil BRL 0.185 0.183 0.187 0.177
China CNY 0.131 0.141 0.127 0.136
United Kingdom GBP 1.149 1172 1.151 1127
Japan JpPY 0.007 0.007 0.006 0.007
Mexico MXN 0.052 0.047 0.053 0.048
Poland PLN 0.221 0.214 0.230 0.214
South Africa ZAR 0.050 0.058 0.049 0.055
Czech Republic CZK 0.042 0.041 0.040 0.041
Turkey TRY 0.040 0.058 0.031 0.050
United States usD 0925 0949 0905 0938

Revenue from contracts with customers (IFRS 15)

Revenue from contracts with customers is recognized when control over the goods or services
passes to the customer. The revenue recognized equals the consideration that GRAMMER expects
toreceive upon the transfer of these goods or services. The five-step modelis used to determine
revenue recognition from contracts with customers. Within the scope of the identified contracts
with customers, two independently definable performance obligations are identified with series
development and series delivery, particularly for the Group, which are described separately
below.
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Customer tools, development services, devices and prototypes used in series development are
generally combined to form a performance obligation referred to as “series development”, as
GRAMMER does not believe that the underlying goods and services can be independently identi-
fied, and the goods and services are highly interdependent or interrelated. Revenue from this
performance obligationis recognized over a certain period if the resulting asset has no alternative
use for the Company and it has a legal right to receive payment for the service already rendered.
Complete satisfaction of a performance obligation is determined using the input-based method
as there is assumed to be a direct correlation between the costs already incurred and the prog-
ress of the development work and is based on the ratio of costs already incurred to the total
expected costs (cost to cost). Only in cases where it is not yet possible to measure the perfor-
mance obligation appropriately at certain stages of the contract is revenue recognized on the
basis of costs incurred (at cost). Provisions are recognized immediately for expected contract
losses from a performance obligation for series development (note on provisions). Recognition of
this performance obligation is based on the individual contracts with the customers, primarily in
the Automotive product area. No significant financing components for these contracts were
identified. Customer claims and obligations under contracts for series development are recog-
nized as “contract assets” or “contract liabilities”, respectively.

In connection with series delivery, the production and delivery of series parts are bundled into
a performance obligation known as “series delivery”. GRAMMER transfers the power of control
over the delivered series parts at a certain point in time and thus recognizes the revenue at the
point in time at which the customer receives the power of control over these parts and derives
the benefit from the series delivery. No significant financing components for these series delivery
contracts were identified. In determining the transaction price for series deliveries, the Group
considers the impact of consideration paid to customers. The consideration paid to the customer
comprises amounts that GRAMMER pays to its customers that do not represent payment for an
independently identifiable item or service delivered by the customer. The consideration paid to
the customer is recognized by GRAMMER within other assets in an amount equaling the prepay-
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ment and deducted from the transaction price at the time at which the revenue in connection
with the corresponding series delivery is recognized. Additional costs incurred in connection
with the fulfillment of series supply contracts with customers are recognized as an asset if
GRAMMER expects these costs to be generated. Capitalized costs are amortized on a straight-
line basis over the period of the expected future benefit and recognized in the cost of sales.

A contract asset is the right to receive consideration in exchange for goods or services trans-
ferred to a customer. If GRAMMER meets its contractual obligations by transferring goods or
servicesto a customer before the customer remits the consideration or before payment becomes
due, a contractual asset is recognized for the contingent claim for consideration.

A contract liability is GRAMMER's obligation to transfer goods or services to a customer for which
ithas received or will receive consideration. If a customer remits consideration before GRAMMER
transfers the goods or services to it, a contract liability is recognized when payment is made or
becomes due (whichever occurs first). Contract liabilities are recognized as revenue as soon as
GRAMMER has fulfilled its contractual obligations.

Trade accounts receivable (IAS 32, IFRS 9)

The unconditional entitlement of the Group to receive consideration (i.e. due date occurs auto-
matically as time elapses) is shown under trade accounts receivable. The accounting palicies
for trade accounts receivable are explained in the note on financial assets.

Warranty obligations (IAS 37)

The Group normally provides statutory warranties for any defects that existed at the time of sale.
These assurance type warranties are recognized as provisions. Details of the accounting method
for warranty provisions can be found in the note on provisions. There are no further warranty
commitments that can be classified as an independently definable service.

129



Research and development expenses (IAS 38)

Research expenses are recognized as expense directly upon arising. Market-related develop-
ment expenses are recognized as intangible assets if the conditions for recognition are satisfied
and the Group is able to prove this:

e The technical feasibility of completing the intangible asset so that it will be available for
internal use or sale,

e theintention to complete the intangible asset and use or sell it,

e how the intangible asset will generate probable future economic benefits,

e the availability of resources for purposes of completing the asset and

o the ability to reliably measure the expenditure attributable to the intangible asset during
its development.

After initial recognition, development expenses are accounted for using the purchase cost model,
i.e. at costless cumulative depreciation and impairment expense. Depreciation is calculated for
the period in which the asset is expected to be used. Capitalized development expenses are
tested for impairment annually as long as the asset has not yet been used or if there are any
indications for impairment during the year.

Interest income and expense (IAS 1, IAS 32)

Interestincome and expense are recognized in the period in which they arise and are recognized
in the income statement as part of the financial result. Interest income and expenses are calcu-
lated using the effective interest rate method in the case of all financial instruments measured
at amortized cost and interest-bearing financial assets measured at fair value through other
comprehensive income. The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial instrument or, when
appropriate, a shorter period to the net carrying amount of the financial asset or financial liabil-
ity.

Dividends (IAS 1)
Dividend income is recognized upon a legal right to payment arising.
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Government grants (IAS 20)

Government grants are recognized when there is reasonable assurance that the grants will be
received, and the eligible Group company complies with the conditions attached to them. Grants
related to expenses are recognized as liabilities and systematically recorded as income over the
period necessary to net them with the corresponding expenses. A grant related to an asset is
presented as deferred income and amortized on a straight-line basis over the expected useful
life of the related asset. To the extent that loans or other subsidies from governments or their
executive agencies are provided at aninterest rate below the prevailing market rate, the result-
ing benefitis recognized as a government grant.

Taxes (IAS 12)

Tax items are calculated in the light of the applicable local tax legislation and tax rates. Due to
their complexity, they may be subject to differences in interpretation between the taxpayers
and thelocal tax authorities. The Group recognizes provisions for potential effects from tax audits
based on estimates. The calculation of these provisions is based on various factors, such as
experience from previous tax audits and different official interpretations of tax rules by the
authorities. Taxes referring to items that are recognized directly in equity are also recognized
directly in equity. The liability method is used to calculate deferred tax assets and liabilities with
animpact on future taxes arising from differences between the carrying amounts of assets and
liabilities recognized in the statement of financial position and their respective tax bases. Deferred
tax liabilities are recognized for all taxable temporary differences. The following exceptions apply:

e Deferred tax assets from deductible temporary differences, which arise from the initial rec-
ognition of an asset or a liability in a transaction other than a business combination that at
the time of the transaction had no influence on the net profit for the period as reported in the
financial statements or on the taxable income are not recognized.

e Deferred tax assets arising from deductible temporary differences in connection with invest-
ments in subsidiaries and associates and interests in joint ventures are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and there is sufficient taxable income against which the temporary differences can be utilized.
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Deferred tax assets are recognized on unused tax losses only if the corresponding tax advantages
arelikely to be utilized. In particular, the Group determines whether there has been a series of losses
in the recent past. In assessing the likelihood that taxable profit will be available against which
unused tax losses can be utilized, particular consideration is given to whether there are sufficient
taxable temporary differences relating to the same taxation authority and the same taxable entity
to give rise to taxable amounts against which the unused tax losses can be utilized.

Accordingly, a discretionary judgment by management is required to determine the amount of
deferred tax assets on the basis of the expected timing and amount of the future taxable profit.
Reliable planning of future taxable resultsis also required. The recoverable value of deferred tax
assetsis reviewed annually.

Deferred tax assets and liabilities are measured on the basis of tax rates expected to apply in
the period in which an asset is realized or a liability settled.

Deferred tax assets and liabilities are netted if the Group has a legally enforceable right to set
off current income tax assets against current income tax liabilities and the deferred income
taxes refer to income taxes of the same taxable entity levied by the same tax authority.

Property, plant and equipment (IAS 16, IAS 36)

Property, plant and equipment are recognized at cost less straight-line depreciation and accu-
mulated impairment losses. If the cost of certain components is significant in proportion to the
overall cost of the item of property, plant and equipment and if these components are subject
to regular replacement, the Group recognizes these separately and depreciates them individu-
ally on a straight-line basis. The useful lives applied correspond to the period over which the
relevant component is expected to be available for use. Any material residual values have been
included in the calculation of the depreciation amounts.
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Cost is recognized on the basis of directly attributable costs plus any allocable material and
production overheads, including depreciation, and borrowing costs for long-term construction
projects or similar manufacturing processes, as long as they qualify for recognition. Repair costs
and interest on borrowed funds are recognized as current expenses. Property, plant and equip-
ment are depreciated pro rata temporis over the expected useful life using the straight-line
method. Impairments are recognized when the carrying amount exceeds the value in use or the
fair value less costs to sell of the assets. Should the reasons for impairments recognized in pre-
vious years no longer apply, the impairment losses are reversed up to the amount of the asset’s
original cost.

An item of property, plant and equipment is derecognized upon disposal or when an economic
benefit can no longer be expected from its continued use. Any gains or losses arising from this
derecognition as the net proceeds from the sale differ from the carrying amount are reported
through profit and loss.

The residual carrying amounts of the assets, their useful lives and the depreciation methods
applied are reviewed annually and, if necessary, adjusted.

Leases (IFRS 16)

Aleaseis acontract that transfers the right to use an asset (leased asset) for an agreed period
of time in return for payment. As the lessee, GRAMMER recognizes a right-of-use asset and a
corresponding lease liability over the lease term calculated at its present value using the effec-
tive interest method. The judgment as to whether a contract constitutes or contains a lease is
made at the inception of the lease. Right-of-use assets and lease liabilities are recognized on the
commencement date, i.e. the date on which the leased asset becomes available for use.
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The following lease payments are included in the measurement of the lease liability:

o fixed payments, less any leasing incentives to be provided;

e variable lease payments that are tied to an index or interest rate;

e expected payments under residual value guarantees;

e the exercise price of a purchase option where exercise is reasonably certain;

e penalties for terminating the lease if the calculation of the lease term takes into account
the exercise of an option to terminate the lease.

Lease payments are discounted at the incremental borrowing rate as it is generally not possible
for GRAMMER to readily determine the interest rate on which the lease is based. Right-of-use
assets are recognized at cost and are composed of:

e the amount derived from the initial measurement of the lease liability;

e lease payments made on or before the leased asset becomes available less any lease
incentives received,

e initial direct costs and

e dismantling obligations.

They are subsequently remeasured at amortized cost. Right-of-use assets are depreciated on
straight-line basis over the lease term or the expected useful life of the leased asset, whichever is
the shorter. The guidance contained in IAS 36 on recognizing and measuring impairments also
applies to right-of-use assets.

In the case of short-term leases (leases with a maximum duration of twelve months with no pur-
chase option) and leases for low-value assets (office and business equipment, such as printers
and small electronic devices), GRAMMER recognizes the lease payments on a straight-line basis
through profit and loss. This procedure is also applied to intangible assets.

The lease term comprises the non-cancelable term of a lease, taking into account options to
extend or terminate it as well as purchase options, provided thatitis reasonably certain that the
option will be exercised. The assessment of whether it is reasonably certain that a contractual
option will be exercised is made at the inception of the lease. Considerationis given to all relevant
facts and circumstances that provide an economic incentive to exercise or not exercise the
option, such as costs associated with relocation, material leasehold improvements and the con-
tractual terms, including any changes in those facts and circumstances that are expected to
occur from the commencement date to the date the option is exercised. After the provision of
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the leased asset, the lease term is redefined if a material event or change in circumstances
occurs thatis within GRAMMER's control and affects the original determination of the lease term.

Thelease liability is remeasured if the expected lease payments change, e.g.inthe case of index-
linked lease payments or due to new estimates regarding contractual options. The change to
the carrying amount is recognized through equity by making a corresponding adjustment to the
right-of-use asset.

Intangible assets (IAS 38)

Intangible assets are initially recognized at cost. Costs of such intangible assets acquired under
business combinations equal their fair value on their date of acquisition. They are subsequently
recorded at cost less cumulative amortization and any cumulative impairment expense. A dis-
tinctionis drawn between intangible assets with a definite useful life and those with an indefinite
useful life. With the exception of goodwill, the GRAMMER Group does not have any intangible
assets with anindefinite useful life. Intangible assets with a definite useful life are amortized over
their useful lives using the same method as for depreciation of property, plant and equipment.
They are also tested for impairment as soon as thereis any indication that they might be impaired.
If the expected useful life of the asset or the expected amortization schedule has changed, a
different amortization period or amortization method is chosen. Such changes constitute a
change of estimate. Intangible assets include patents and licenses. Patents may be either gen-
eratedinternally or acquired and are recognized at cost provided that the criteria for recognition
of anintangible asset are satisfied and the Group can provide proof of the development costs.
Licenses for the use of intellectual property are issued for individual use for a period of one to
ten years. Patents and licenses are amortized on a straight-line basis over their respective use-
ful life.

Goodwill (IAS 38, IAS 36)

Goodwill arising from a business combination is initially measured at cost and is defined as the
excess of cost over the Group’s share in the fair values of the identifiable assets, liabilities and
debt of the entity acquired. Following initial recognition, goodwill is measured at cost less any
accumulated impairment expense. Goodwill is not subject to scheduled amortization but is tested
for impairment annually or whenever there are any indications of impairment. In such a test,
impairmentis measured by the determination of the recoverable amount of the cash-generating
unit that relates to the goodwill. The recoverable amount is the higher of the fair value of the
asset less costs to sell and value in use. If the recoverable amount of the cash-generating unit
is less thanits carrying amount, an impairment loss is recognized. First, the carrying amount of
the goodwill allocated to the cash-generating unit and then, in proportion to the total carrying
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amount of the cash-generating unit, the carrying amount of the other assets of the unitisimpaired.
Impairment losses on goodwill are not reversed. Impairment is tested annually and additionally
on an ad-hoc basis at the level of the groups of cash-generating units of the Group that are
expected to benefit from the synergies of the business combination. These units or groups of
units represent the lowest level at which goodwill is monitored for internal management
purposes. This requires an estimate to be made of the fair value less costs to sell of the cash-gen-
erating units to which the goodwill has been attributed. In order to estimate the fair value less
costs to sell, the Group must estimate the expected future cash flows from the cash-generating
unit as well as an appropriate discount rate in order to determine the present value of these cash
flows. Forecasts of cash flows are based on historical data and management’s best estimate of
future events over the next five years. Cash flows beyond the forecast period are extrapolated
on the basis of individual growth rates. The assumptions underlying the fair value less costs to
sell and value in use entail estimated growth rates, weighted average cost-of-capital rates and
tax rates. These estimates and the underlying methods may exert considerable influence on the
applicable figures and ultimately also the amount of a possible impairment of goodwill.

Inventories (IAS 2)

Inventories are valued at cost under strict application of the lower-of-cost-and-market principle.
Costis measured inthe Group using a moving average price and an adequate portion of the costs
associated with the procurement of goods. In addition to directly attributable costs, the costs
of conversioninclude reasonable portions of manufacturing and materials overheads as well as
depreciation. Administrative expenses are included insofar as they relate to production. General
administrative expenses and interest expenses are not recognized. Due to the elimination of
intercompany profits, the cost of inventories from intercompany deliveries is calculated on the
basis of retrograde discounts on the internal transfer prices. If, as a result of decreased prices
on the market, the net realizable value on the reporting date is lower, the inventories are recog-
nized at such lower prices.

Cash and short-term deposits (IAS 7)

Cash and short-term deposits, as reported in the balance sheet, include cash on hand, bank
balances and short-term deposits with original terms to maturity of less than three months.
These are recognized at amortized cost. For the purposes of the consolidated cash flow state-
ment, cash and cash equivalents include cash and short-term deposits, as defined above, plus
overdraft facilities that have been drawn on.
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Own shares (IAS 32)
If the GRAMMER AG or a Group company acquires any own shares, this is carried at cost and
deducted from equity. The purchase, sale, issue or cancellation of own shares is recognized
directly in equity. Any differences between the carrying amount and the consideration paid are
recognized in equity.

Hybrid loans (IAS 32)

The recognition of the hybrid loan depends on the specific structure of the instrument. A hybrid
loan is accounted for and measured as an equity instrument if certain conditions are cumula-
tively met. These include the fact that the hybrid loan has no final maturity, the lender has no
termination rights and distributions are made at the discretion of GRAMMER. Inthis case, the loan
is classified completely as equity in accordance with IAS 32. Itis reported below the item “Equity
attributable to shareholders of the parent company”, as it was obtained by a subsidiary of GRAM-
MER AG.

The hybrid loan is recognized at cost using the historical exchange rate. Changes in exchange
rates over the historical exchange rate are recognized in other comprehensive income as a com-
ponent of “Equity attributable to shareholders of the parent company”. The hybrid loan lender’s
compensation claims are deducted from retained earnings and allocated to the hybrid loan.

Retirement benefits and other post-employment benefits (IAS 19)

The actuarial measurement of retirement benefit provisions is based on the projected unit credit
method inrespect of defined benefit plansin accordance with IAS 19 (revised 2011). This valuation
method is based not only on retirement benefit payments and vested benefits known as of the
reporting date but also reflects future salary and pension increases. Actuarial gains or losses
result from changes in the number of beneficiaries and differences between actual trends (e.g.
salary or pensionincreases) compared to the assumptions on which the calculations were based.
They are reported within other comprehensive income (retained earnings) and subsequently no
longer reclassified to profit and loss. Current service cost, past service cost, gains and losses
from plan curtailments and extraordinary plan settlements are recognized within cost of sales,
administrative costs or selling costs depending on their function. Past service cost is recorded
as expense upon the plan change taking effect. With respect to defined benefit plans, the GRAM-
MER Group has plan assets only in connection with one deferred compensation commitment.
The net interest expenses and interest income on defined benefit plans resulting from the plan
assets are recorded in net financial result. Other post-employment benefits for employees are
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measured in accordance with IAS 19 (revised 2011). Actuarial calculations are based on material
assumptions including on discount rates, expected salary and pension trends and mortality
rates. The discount factors applied are determined on the basis of market yields on the reporting
date oninvestment-grade corporate bonds with the appropriate maturity and currency denom-
ination. Changes in market and economic conditions, particularly interest rates, may cause the
underlying assumptions to differ from actual performance. Given the complexity of the measure-
ments and their long-term nature, defined benefit obligations react extremely sensitively to any
changes in the underlying assumptions. These assumptions are reviewed on each reporting
date. The GRAMMER Group does not have any defined contribution pension plans for employees.
Further details on retirement benefit obligations can be found in Note 19.

Provisions (IAS 37)

In accordance with IAS 37, provisions are recognized insofar as the Group, as a result of a past
event, has present obligations towards third parties that will likely cause an outflow of resources
and a reliable estimate can be made with respect to the amount of the obligation.

Where the Group expects at least a partial reimbursement of a provision (e.g. in the case of an
insurance policy) for a particular matter, the reimbursement is recognized as a separate asset
when it is virtually certain that reimbursement will be received. The expense relating to the
provision is presented in the income statement net of the amount recognized for the reimburse-
ment. Where the effect of the time value of money is material, provisions are discounted at a
pre-tax rate that reflects the risks specific to the liability. When discounting, the increase in
the amount of a provision reflecting the time value of money is recognized as interest expense.
Provisions for warranty costs are recognized at the time of sale of the relevant products or
performance of therelevant services. The amount recognized as a provision is the best estimate
of the expenditure required to settle the present obligation.

The measurement of provisions for warranties and litigation is largely based on estimates and
assumptions. For warranty estimates, a significant number of assumptions are made relating to
technical disruptions, costs and possible claims, which to some extent rely on operating man-
agement’s past experience. These may specify and change over time as more specific informa-
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tion becomes available. Restructuring costs are provided for if the general criteria for the rec-
ognition of provisions in accordance with IAS 37 are satisfied. Termination benefits (IAS 19) are
included in restructuring provisions. The Group is confronted with various legal disputes and
regulatory processes in different countries. Warranty claims are also sometimes asserted in
court proceedings. These can resultin civil sanctions or monetary fines for the Group. The Group
recognizes provisions for such litigation costs if it is probable that an obligation will arise from
them that is likely to result in future cash outflows. If the Group has an onerous contract, the
present contractual obligation is recognized and measured as a provision. However, before
establishing a separate provision for an onerous contract, the Group recognizes any impairment
loss that has occurred on assets dedicated to that contract. This does not apply to contract
assets as these represent services already transferred to the customer. An onerous contract
is a contract under which the unavoidable costs (i.e. the costs that the Group cannot avoid
because it has the contract]) of meeting the obligations under the contract exceed the expected
economic benefits. The unavoidable costs under a contract reflect the minimum net cost of exit-
ing the contract, which is the lower of the cost of fulfilling it or any compensation or penalties
arising from failure to fulfill it.

Share-based payment (IFRS 2)

The remuneration system for the Executive Board includes share-based remuneration as part
of the variable performance-related remuneration. The share-based compensation is included
in the total shareholder return (TSR] as part of the long-term incentive (LT1) and is calculated by
comparing the GRAMMER share’s performance over the four years of the performance period
relative to the SDAX. The share-based payment is settled in cash and measured at its fair value
onthereporting date. Pending payment of the LTI, the liability for the performance-related com-
pensation is remeasured on each reporting date and on the settlement date and any changes
in fair value are recognized through profit and loss under administrative expenses.

Financial assets (IFRS 9)
Financial assets are recognized on their settlement date.
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After initial recognition, financial assets are subsequently measured either at amortized cost,
at fair value through other comprehensive income or at fair value through profit and loss. Finan-
cial assets are classified on the basis of the characteristics of the cash flows associated with
them (cash flow criteria) and the GRAMMER Group’s business model for managing financial assets
(business model criterial. Financial assets that meet the cash flow criteria by generating cash
flows that represent only payments of principal and interest on the outstanding principal amount
can be measured at amortized cost or at fair value through other comprehensive income. This
assessment is made on the basis of the individual financial instrument. Financial assets are
assigned to the following categories within GRAMMER Group:

e Financial assets at amortized cost (FAAC)

e Financial assets at fair value through other comprehensive income without reclassification of
the cumulative gains and losses on derecognition (equity instruments) (FVOCI)

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

"Financial assets at amortized cost” (FAAC) include cash and short-term deposits, trade accounts
receivable, loans and receivables (other financial assets). They are held within the purposes of
the GRAMMER Group’s business model, of which is to hold assets to generate contractual cash
flows. The cash flow criteria are met for these financial assets. Gains and losses are recognized
as profit or loss in the period when they are derecognized or impaired or are reduced through
amortization. Subsequent to initial recognition, they are recognized at amortized cost using the
effective interest rate method less possible impairment losses. Trade accounts receivable are
recognized at their invoice amount.

Impairments of loans and receivables (other financial assets) are recognized in accordance with
general principles. If their credit risk has not increased significantly since initial recognition, an
impairmentlossis recognized equaling the creditlosses that are expected to occur withinthe next
twelve months (12-month expected credit loss; Level 1). Expected credit losses are based on the
difference betweenthe contractual cash flows payable under the contract and the total cash flows
expected to be received by the Group discounted using an approximation of the original effective
interest rate. The expected cash flows include the cash flows from the sale of collateral held or
other credit collateral thatis anintegral part of the terms of the contract. If credit risk has increased
significantly since initial recognition, animpairment loss is recognized equaling the expected credit
loss over the remaining term (lifetime expected credit loss; Levels 2 and 3). The expected credit
loss is deducted from the carrying amount of the financial asset and recorded through
profit and loss in a separate impairment account.
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The simplified impairment modelis applied to trade accounts receivable and contract assets and the
lifetime expected losses duly recognized. The Group has drawn up an impairment matrix based on
its past experience with creditlosses and adjusted for forward-looking factors specific to borrowers
and the economic environment. The practical simplification option for financialinstrumentsis applied
to cash and short-term deposits as they are exposed to only a minor credit risk. On each reporting
date, it assesses whether the financial instrument has alow credit risk using all reasonable and reli-
able information available without unreasonable expense or time.

“Financial assets measured at fair value through profit or loss” (FVtPL] include financial assets
classified as held for trading, financial assets initially recognized at fair value through profit and
loss and financial assets which must be recognized at their fair value. Financial assets are clas-
sified as held for trading if they have been purchased for the purpose of selling or repurchasing
in the near future. Derivatives, including embedded derivatives recognized separately, are also
classified as held for trading with the exception of those derivatives that are designated as a
hedge and are effective as such. They are initially recognized at fair value. Any gains and losses
arising from them are not netted and are recognized through profit and loss in financial result.
Trade accounts receivable that are to be sold as part of factoring operations also fall into this
category. The Group did not have any financial assets at fair value through profit or loss in the
year under review or in the previous year.

Uponinitial recognition, the Group may make an irrevocable decision to measure its equity instru-
ments at “Fair value through other comprehensive income” (FVOCI) when they satisfy the defi-
nition of equity in IAS 32 and are not held for trading. Each individual instrument is classified
separately. Gains and losses arising upon derecognition of the financial asset remain within other
comprehensive income (OCI). Gains and losses from investments in equity instruments are rec-
ognized in other comprehensive income.

If the contractual rights to cash flows generated by an asset have lapsed or materially all risks
and opportunities under the financial asset are transferred, it is derecognized. Trade accounts
receivable and other financial assets are derecognized before the settlement date as soon as
itis established that they are no longer recoverable.

Financial liabilities (IFRS 9)

Upon initial recognition, financial liabilities are classified as financial liabilities recognized at fair
value through profit or loss, as loans, as liabilities or as derivatives that are designated as hedg-
ing instruments and effective as such. All financial liabilities are measured at fair value upon
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initial recognition. In the case of loans and liabilities, directly attributable transaction costs are
deducted. Financial liabilities are assigned to the following categories:

e Financial liabilities at amortized cost (FLAC)
e Financial liabilities at fair value through profit or loss (FLtPL)

"Financial liabilities at fair value through profit or loss” (FLtPL] include financial liabilities held for
trading purposes and other financial liabilities designated as measured at fair value through
profit or loss upon initial recognition and derivatives with a negative market value that are not
designated as hedging instruments or are ineffective as such.

Financial liabilities are classified as held for trading if they were entered into for the purpose of
being repurchased in the near future. The financial liabilities assigned to this category are mea-
sured at fair value not only upon initial recognition but also in subsequent periods. Any resultant
gains and losses are recorded through profit and loss. The portion of the fair value changes
attributable to the change in the GRAMMER Group’s own credit risk is not recognized through
profit and loss but in other comprehensive income. The Group did not make use of the option to
allocate financial liabilities to this category in the current financial year or in the previous year.

“Financial liabilities at amortized cost” (FLAC) comprise financial liabilities that are not assigned
to any other category of financial liabilities. This category usually includes mainly loans. They
are measured at amortized cost using the effective interest method. Inthe case of current finan-
cial liabilities, amortized cost equals the repayment or settlement amount. Gains and losses are
recognized as profit or loss when the liabilities are derecognized or as part of amortizations by
using the effective interest method.

Financial liabilities are derecognized when the obligation specified in the contract is discharged,

canceled or has expired. The exchange of an existing financial liability with another financial
liability from the same lender with fundamentally different terms or a subsequent modification
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of the terms of an existing financial liability is accounted for as a derecognition of the original
financial liability and recognition of the new financial liability. The difference between the carry-
ing amounts is recognized in profit or loss for the period.

Derivative financial instruments and hedge accounting

The Group uses derivative financial instruments, such as currency forwards and interest rate
swaps to hedge interest rate, exchange rate and other price risks. These derivative financial
instruments are recognized at fair value at the time of agreement and remeasured at their fair
value in subsequent periods. Depending on whether the fair value is positive or negative, they
are recognized either as financial assets or as financial liabilities.

The GRAMMER Group classifies hedge relationships as cash flow hedges for accounting purposes.
Thisis a hedge of the exposure to variability in cash flows that is attributable to a particular risk
associated with arecognized asset or liability, a highly probable forecast transaction or the for-
eign currency risk attributable to an unrecognized firm commitment.

Attheinception of the hedge there is formal designation and documentation of the hedging rela-
tionship and the Group’s risk management objective and strategy for undertaking the hedge.

Hedginginstruments that meet all the criteria for hedge accounting are accounted for as follows:

The effective portion of the gain or loss from a hedging instrument is recognized in other com-
prehensive income, whereas the ineffective portion is recognized through profit and loss imme-
diately. Cumulative other comprehensive income is adjusted to the lower of the following amounts:

e thecumulative gain orloss onthe hedge sinceitsinception at the date when the hedged cash
flows affect profit or loss, or

e the cumulative change in the fair value of the hedged item if the hedging instrument contin-
ues to exist as of the reporting date.
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The Group uses currency forwards to hedge the currency risk resulting from an expected trans-
action and forward commodity contracts to hedge the volatility risk of commodity prices. GRAMMER
also uses interest rate swaps to hedge cash flows from variable-rate financial liabilities. As of
the reporting date, the portfolio included currency forwards, but no commodity futures contracts
and interest rate swaps. In addition, there were fully effective hedging relationships for the
forward exchange contracts. If the hedges do not satisfy the requirements of hedge accounting
or they constitute the ineffective part of another effective hedge relationship, the change in fair
value is recognized through profit and loss.

2.2. Application of new IFRS in 2023
The IASB has published the following standards and interpretations, application of which was
mandatory the first time in 2023:

e |[FRS17:Insurance Contracts

e Amendments to IAS 1and IFRS Practice Statement 2: Disclosure of Accounting Policies

e Amendments to IAS 8: Definition of accounting estimates

e Amendments to IAS 12: Deferred Tax related to Assets and Liabilities arising from a Single
Transaction

e Amendments to IFRS 17: Initial Application of IFRS 17 and IFRS 9 — Comparative Information

e Amendments to IAS 12: International Tax Reform - Pillar Two Model Rules

There were no material changes in the accounting policies applied beyond the newly applied
standards presented.

IFRS 17: Insurance Contracts

IFRS17 (Insurance Contracts)is a comprehensive new accounting standard for insurance contracts
that establishes principles for their recognition, disclosure and presentation. IFRS 17 replaces IFRS
4 (Insurance Contracts). IFRS 17 applies to all types of insurance contract (i.e. life, non-life, direct
and reinsurance contracts), regardless of the type of company that issues these contracts, and
to certain guarantees and financial instruments with discretionary participation features. The
overarching aim of IFRS 17 is to create a comprehensive accounting model for insurance contracts
thatis more useful and more standardized and that covers all relevant accounting aspects.
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The new standard did not have any impact on GRAMMER AG’s consolidated financial statements
as GRAMMER has not issued any insurance contracts or guarantees within the meaning of IFRS17.

Amendments to IAS 1and IFRS Practice Statement 2: Disclosure of Accounting Policies

The IASB published “Amendments to IAS 1and IFRS Practice Statement 2: Disclosure of Account-
ing Policies” on February 12, 2021. The amendments provide guidance and examples intended to
help companies assess when information on accounting policies is considered “material” and
must therefore be disclosed. The amendments are intended to help companies disclose account-
ing policies more helpfully for users of financial statements by replacing the requirement for
entities to disclose “significant” accounting policies with a requirement to disclose “material”
information on accounting policies and adding guidance to make it easier for companies to
apply the concept of materiality upon assessing when information on accounting policies is to
be disclosed.

The amendments must be applied for the first time to annual accounting periods beginning on
or after January 1, 2023. As the amendments to the Practice Statement 2 contain non-binding
application guidance for the definition of “material” regarding information on accounting policies,
an effective date for the amendments was not considered necessary. The amendments will have
no impact on the disclosures on accounting policies in the consolidated financial statements.

Amendments to IAS 8: Definition of accounting estimates

The IASB published “Amendments to IAS 8: Definition of Accounting Estimates” on February 12,
2021. The amendment clarifies how to differentiate between changes to accounting estimates,
changes to accounting policies and error corrections. It also explains how companies can per-
form accounting estimates with the help of measurement tools and inputs.

The amendments must be applied for the first time to annual accounting periods beginning on
or after January 1, 2023 and to changes to accounting policies and accounting estimates made
at or after the start of this period. The amendments do not have any material impact on GRAM-
MER AG’s consolidated financial statements.

Amendments to IAS 12: Deferred Tax related to Assets and Liabilities arising from a Single Transaction
The IASB published “Amendments to IAS 12: Deferred Tax related to Assets and Liabilities arising
from a Single Transaction” on May 7, 2021. The amendments relate to accounting for deferred
taxes on transactions such as leases at the lessee and dismantling obligations. As a result of
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the amendment, a counter-exemption to the initial recognition exemption was introduced in line
with 1AS 12.15(b) and 1AS 12.24. Accordingly, the initial recognition exemption does not apply to
transactions in which equal amounts of deductible and taxable temporary differences arise on
initial recognition. This results from the introduction of IAS 12.22A, which sets out a counter-ex-
emption from the initial recognition exemption.

The amendments must be applied for the first time to annual accounting periods beginning on
or after January1,2023. The amendments are to be applied retrospectively for transactions that
occur at or after the beginning of the earliest comparative period presented. In addition, deferred
taxes for all temporary differences related to leases and decommissioning obligations are to be
recognized at the beginning of the earliest comparative period. The cumulative effect of the initial
application of these amendments is recognized as an adjustment of the opening retained
earnings. The amendments do not have any material impact on GRAMMER AG’s consolidated
financial statements.

Amendments to IAS 12: International Tax Reform - Pillar Two Model Rules

In December 2021, the Organisation for Economic Co-operation and Development (OECD) pub-
lished the “Pillar Two” rules to reform international taxation. Pillar Two is intended to ensure that
large multinational enterprises pay a minimum level of tax in each of the jurisdictions in which
they operate. It uses a system of additional taxes to raise the minimum tax rate in the jurisdiction
to15%o. Pillar Two was transposed into national law by the German Bundestag in November 2023.

IAS 12 was amended in May 2023 to provide temporary relief from recognizing deferred taxes in
connection with the application of the Pillar Two maodel rules. The GRAMMER Group applies this
exception in accordance with IAS 12 4A.

The Pillar Two rules were implemented or substantially implemented in certain jurisdictions in
which GRAMMER operates. The Pillar Two rules come into effect for the GRAMMER Group from the
financial year beginning on January 1, 2024. The GRAMMER Group is covered by the OECD Pillar
Two model rules and has evaluated the impact of the rules on the Group’s tax burden. This
evaluation is based on the most recent tax returns and annual financial statements of the
companies in question. According to this analysis, Pillar Two tax rate in most countries in which
the Group operates is over 15%0. However, there are a limited number of countries with effective
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tax rates close to 15%0. GRAMMER does not anticipate a material income tax burden in these
countries due to Pillar Two. This relates to the units in China, where the effective tax rate under
Pillar Two is close to 15%o. The effective tax rate under Pillar Two is lower here than the nominal
tax rate in Ching, as certain adjustments due to the high-tech status of some subsidiaries result
in a lower tax rate and the subsidiaries also receive considerable tax benefits.

2.3. Published standards which are not yet subject to mandatory application

Endorsed by the EU but not yet applied

The IASB published the standards and interpretations listed below which have already been
integratedinto EU law as part of the comitology procedures but application of which was not yet
mandatory in 2023:

e Amendments to IAS 1: Classification of liabilities as current or non-current
o Amendments to IFRS 16: Lease Liability in a Sale and Leaseback

The GRAMMER Group did not adopt to these standards and interpretations prematurely. Only
those standards and interpretations of relevance for GRAMMER’s consolidated financial state-
ments are described below in greater detail. The other standards published by the IASB and IFRIC
are not relevant for the Group and therefore are not included here.

Amendments to IAS 1: Classification of liabilities as current or non-current

The IASB published “Amendments to IAS 1: Classification of liabilities as current or non-current”
on January 23, 2020. The amendments concern paragraphs 69 to 76 of “IAS 1 Presentation of
Financial Statements” and clarify the requirements for classifying liabilities as current or non-cur-
rent. The amendments clarify the following:

e The right to defer the settlement of a liability is explained.

e The right to defer settlement of a liability must exist at the reporting date.

e For classification purposes; itisirrelevant whether the company expects to actually exer-
cise this right.

e Only if a derivative embedded in a convertible debt instrument is an equity instrument that
must be accounted for separately do the terms of the debt instrument not have to be taken
into account when classifying it.
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The amendments must be applied for the first time to annual accounting periods beginning on or
after January 1, 2023 and are applicable retroactively. The amendments are not expected to
have any material impact on the consolidated financial statements as the Group currently has no
contractual rights in its obligations which are impacted by the amendment.

Amendments to IFRS 16: Lease Liability in a Sale and Leaseback

On September 22, 2022, IASB published “Amendments to IFRS 16: Lease Liability in a Sale and
Leaseback”. The amendments clarify how a seller-lessee of a sale and leaseback transaction,
which is accounted for as sale according to IFRS 15, has to apply the subsequent measurement
regulationin line with IFRS 16 to the lease liability.

As a result of the amendment, subsequent to a sale the lessee has to measure the lease liability
in such a way that he does not recognize any gain or loss relating to the retained right of use inthe
income statement.

The amendment must be applied for the first time to annual accounting periods beginning on or
after January 1,2024.

Not yet endorsed by the EU
The IASB published further standards and interpretations, which however have not yet been
integrated in EU law under the comitology procedures:

e Amendments to IAS 7 and IFRS 7: Supplier Finance Arrangements
e Amendments to IAS 21: Lack of Exchangeability

Only those standards and interpretations of relevance for GRAMMER’s consolidated financial

statements are described below in greater detail. The other standards published by the IASB and
IFRIC are not relevant for the Group and therefore are not included here.
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Amendments to IAS 7 and IFRS 7: Supplier Finance Arrangements

The IASB published amendments to IAS 7 (Statement of Cash Flows) and IFRS 7 (Financial
Instruments) on disclosures of supplier finance arrangements in May 2023. The amendments
require reporting entities to provide additional disclosures on finance arrangements granted to
their suppliers. Users of financial statements can use this information to assess their impact on
the company’s liabilities, cash flows and liquidity risk. The additional disclosure requirements
should also improve comparability between entities. Overall, they are intended to increase the
transparency, comparability and understandability of supplier finance arrangements.

The amendments must be applied for the first time to annual accounting periods beginning
on or after January 1, 2024. Certain relief arrangements are provided for the period of initial
application.

Amendments to IAS 21: Lack of Exchangeability

The IASB published amendments to IAS 21 (The Effects of Changes in Foreign Exchange Rates)
in August 2023 that require entities to provide more useful information in their financial state-
ments as to when a currency is exchangeable into a foreign currency. This covers an area that
has not previously been taken into account in the regulations.

The amendments require entities to use a uniform approach when assessing if a currency is not
exchangeable and, if thisis the case, when determining the exchange rate and the required dis-
closuresin the notes.

The amendments must be applied for the first time to annual accounting periods beginning on
or after January 1, 2025. Earlier application is permitted subject to adoption into European law.
The amendments are to be applied prospectively and specific transitional provisions must be
observed.
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Information on subsidiaries

The consolidated financial statements include the financial statements of GRAMMER AG

as the parent and the following subsidiaries:

Equity interest (/o)

Name of subsidiary Domicile Main activity 2023 2022
1. Consolidated subsidiaries

1. GRAMMER do Brasil Ltda. Atibaia, Brazil Automotive/Commercial Vehicles 100.00 100.00
2. GRAMMER Seating Systems Ltd. Bloxwich, United Kingdom Distribution company 100.00 100.00
3. GRAMMER Koltuk Sistemleri Sanayi ve Ticaret A.S. Bursa, Turkey Commercial Vehicles 99.40 99.40
4, GRAMMER Inc. Shannon (MS), United States Automotive/Commercial Vehicles 100.00 100.00
5. GRAMMER CZ s r.0. Tachov, Czech Republic Automotive/Commercial Vehicles 100.00 100.00
6. GRAMMER Japan Ltd. Tokyo, Japan Distribution company 100.00 100.00
7. GRAMMER AD Trudovetz, Bulgaria Automotive/Commercial Vehicles 98.84 08.84
8. GRAMMER System GmbH Amberg, Germany Automative 100.00 100.00
Q. GRAMMER Automotive Metall GmbH Amberg, Germany Automative 100.00 100.00
10. GRAMMER Automotive Slovenija d.o.o. Slovenj Gradec, Slovenia Automative 100.00 100.00
1. GRAMMER Industries, LLC Troy (MI), United States Automative 100.00 100.00
12. GRAMMER Automotive Puebla S.A. de CV. Puebla, Mexico Automotive/Commercial Vehicles 100.00 100.00
13. GRAMMER Automotive Polska Sp. z 0.0. Bielsko-Biala, Poland Automative 100.00 100.00
4. GRAMMER Interior (Tianjin) Co,, Ltd. Tianjin, China Commercial Vehicles 100.00 100.00
1. GRAMMER Interior (Changchun) Co,, Ltd. Changchun, China Automotive 100.00 100.00
16. GRAMMER Interior (Shanghai) Co,, Ltd. Shanghai, China Automotive/Commercial Vehicles 100.00 100.00
17. GRAMMER System d.o.o. Aleksinac, Serbia Automotive 100.00 100.00
18. GRAMMER Railway Interior GmbH Amberg, Germany Commercial Vehicles 100.00 100.00
19. GRAMMER Deutschland GmbH KUmmersbruck, Germany Commercial Vehicles 100.00 100.00
20. GRAMMER Electronics N.V. Aartselaar, Belgium Commercial Vehicles 100.00 100.00
21. GRAMMER Interior (Beijing) Co., Ltd. Beijing, China Automotive 100.00 100.00
22.  GRAMMER Automoative CZ s.ro. Ceskd Lipa, Czech Republic Automotive 100.00 100.00
23.  GRAMMER Seating (Ningbo) Co., Ltd. Ningbo City, China Automotive/Commercial Vehicles 100.00 100.00
24.  GRAMMER Automotive South Africa (Pty] Ltd. Bedfordview, South Africa Automotive 100.00 100.00
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Equity interest (/o)

Name of subsidiary Domicile Main activity 2023 2022

1. Consolidated subsidiaries

25.  GRAMMER Argentina S.A. Buenos Aires, Argentina Commercial Vehicles 9996 09096
26.  GRAMMER lItalia srl. Jesi, Italy Distribution company 100.00 100.00
27.  GRAMMER Interior Components GmbH Hardheim, Germany Automotive 100.00 100.00
28.  GRAMMER Seating (Shaanxi) Co,, Ltd. Weinan City, China Commercial Vehicles 90.00 60.00
29.  Toledo Molding & Die, LLC Toledo (OH], United States Automotive/Commercial Vehicles 100.00 100.00
30. TMD Mexico LLC Wilmington (DE), United States Automotive 100.00 100.00
31 TMDInternational Holdings LLC Wilmington (DE), United States Automotive 100.00 100.00
32.  Toledo Molding de Mexico S.R.L.de CV. Queretaro, Mexico Automative 100.00 100.00
33. Toledo MoldingCZ s.ro.' Prague, Czech Republic Automotive 0.00 100.00
34.  Changchun GRAMMER FAWSN Vehicle Parts Co., Ltd. Changchun, China Automative 49.00 49.00
35.  GRAMMER Vehicle Parts (Shenyang) Co., Ltd. Shenyang, China Automotive 100.00 100.00
36.  GRAMMER (China) Holding Co., Ltd. Hefei City, China Holding company 100.00 100.00
37 GRAMMER Vehicle Parts (Harbin) Co., Ltd. Harbin, China Commercial Vehicles 60.00 60.00
38.  GRAMMER Vehicle Parts (Qingdao) Co., Ltd. Qingdao City, China Commercial Vehicles 60.00 60.00
39.  GRAMMER CZ Servicecenter s.ro. Tachov, Czech Republic Service company 100.00 100.00
40. GRAMMER Vehicle Interiors (Hefei) Co., Ltd. Hefei City, China Automotive 100.00 100.00
41. GRAMMER Americas, LLC 2 Wilmington (DEJ, United States Commercial Vehicles 100.00 0.00
42.  GRAMMER Vehicle Parts (Changzhou) Co,, Ltd. ® Changzhou City, China Automotive/Commercial Vehicles 100.00 0.00

2. Consolidated joint ventures and associated companies
1. GRA-MAG Truck Interior Systems LLC London (OH], United States Commercial Vehicles 50.00 50.00
2. AllyGram Systems and Technologies Private Limited Pune, India Development company 30.00 30.00

! Toledo Molding CZ s.r.o. was deconsolidated on November 30, 2023.
2 GRAMMER Americas, LLC was included in the consolidated financial statements for the first time on July 1, 2023.
2 GRAMMER Vehicle Parts (Changzhou) Co,, Ltd. was included in the consolidated financial statements for the first time on December 1, 2023.
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In addition to GRAMMER AG, five (2022: five) domestic and 36 (2022: 35) foreign companies that ~ The uniform reporting date for all of the consolidated companies is December 31, 2023.
are directly or indirectly controlled by GRAMMER AG within the meaning of IFRS 10 are consolidated.

2023
The companies accounted for at equity are the joint venture GRA-MAG Truck Interior Systems LLC, Germany International Total
London, OH, United States (GRA-MAG LLC), in which GRAMMER AG holds 50090 of the voting rights,
and the associate ALLYGRAM Systems and Technologies Private Limited, Pune, India (ALLYGRAM),

Fully consolidated companies

in which GRAMMER AG holds 3090 of the voting rights. (including GRAMMER AC) 6 g6 42
Companies accounted for at equity 0 2 2
Companies 6 38 44
2022
Germany International Total
Fully consolidated companies
(including GRAMMER AG) 6 35 41
Companies accounted for at equity 0 2 2
Companies 6 37 43

Within GRAMMER Group, investments are held in all subsidiaries that ensure a controlling influence.
The companies GRAMMER System GmbH, GRAMMER Automotive Metall GmbH, GRAMMER Railway

Interior GmbH, GRAMMER Deutschland GmbH and GRAMMER Interior Components GmbH make
partial use of the accounting conveniences provided for in section 264 (3) HGB.
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GRA-MAG LLC

GRAMMER AG holds a 509%o share in the capital of GRA-MAG Truck Interior Systems LLC, London,
OH, United States (GRA-MAG LLC), a joint venture in the United States, which is active in the
AMERICAS region and primarily develops and assembles seats and seating systems for trucks. As
in the previous year, the Group’s shares in GRA-MAG LLC are recognized in accordance with the
equity method of accounting. The share in GRA-MAG LLC is recognized at equity and has a value
of EUR 0 as the cumulative losses exceed the carrying amount of the investment. As GRAMMER AG
is not under any obligation to settle the loss, the negative equity is not recognized as a liability.

The summarized financialinformation corresponds to the amounts reported in the annual financial
statements of the joint venture as of December 31, 2023 prepared in accordance with IFRS.

EURK

Income statement 100%o 2023 2022
Revenue 68,918 61,267
Cost of sales including systematic depreciation of EUR 327

thousand (2022: EUR 216 thousand) -57,873 -50,449
Selling expenses -71 -32
Administrative expenses -5,450 -4,784
Interest expense -578 -724
Earnings before taxes 4,946 5,278
Income taxes -01 =76
Net profit/loss 4,855 5,202
Group’s share of profit or loss (509/0) 2,428 2,601
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EURK

Statement of financial position 10090 2023 2022
Non-current assets 2,103 2,435
Current assets 13,234 14,274
Assets 15,337 16,709
Non-current liabilities 12,195 18,756
Current liabilities 6,679 6,540
Liabilities 18,874 25,296
Equity -3,537 -8,587
Share held by the Group 50090 5090
Goodwill from first-time consolidation 2,043 2,043
Carrying amount of the investment 0 0

The aforementioned items include cash and short-term deposits of EUR 3,158 thousand (2022:
EUR 2,502 thousand) as well as current and non-current financial liabilities of EUR 3,007 thousand
(2022: EUR 2,051 thousand) and EUR 12,195 thousand (2022: EUR 18,756 thousand).

GRA-MAG LLC’s unrealized losses break down as follows:

EUR Kk

Unrecognized gains/losses (50%/o) 2023 2022
Unrecognized losses of GRA-MAG LLC as of January 1 -3,766 -6,367
Unrecognized gains of GRA-MAG LLC in the period

under review 2,428 2,601
Unrecognized losses of GRA-MAG LLC as of December 31 -1,338 -3,766

As of December 31, 2022 and 2023, the joint venture did not have any contingent liabilities or
capital commitments. The GRAMMER Group is not involved in any joint activities within the scope
of IFRS 1.
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Other immaterial investments accounted for using the equity method

GRAMMER AG holds a 30%%o interest in the capital of ALLYGRAM Systems and Technologies Private
Limited, Pune, India (ALLYGRAM). ALLYGRAM is an associate in India that provides development
services for the global GRAMMER sites. As in the previous year, the Group’s shares in ALLYGRAM
are recognized by using the equity method. The equity measurement in ALLYGRAM is recognized
at equity and amounts to EUR 1,085 thousand as of December 31,2023 (2022: EUR 1,158 thousand).
Accordingly, the share of net profit of EUR 521thousand (2022: EUR 261 thousand) was recognized
in profit and loss along with the share of dividends received in the amount of EUR 556 thousand
(2022: EUR 0 thousand). In addition, foreign currency differences of EUR -46 thousand (2022:
EUR -59 thousand), actuarial losses of EUR 0 thousand (2022: EUR 0 thousand) and gains from
cash flow hedges of EUR -3 thousand (2022: EUR -2 thousand) were recognized in cumulative
other comprehensive income. In 2023, there was a payment of a dividend resolved in the previous
year equivalent to EUR 556 thousand.

The segments described below cover the internal reporting and organizational structure of the
GRAMMER Group in 2023. Determination of the Company’s key management indicators is based
onthe data contained inthe IFRS consolidated financial statements. For management purposes,
the Group is classified by region and has three reportable business segments:

The EMEA region (Europe, Middle East, Africa) comprises all European companies as well as the
companies in Turkey and South Africa. The AMERICAS region includes all companies in North,
Central and South America, while APAC (Asia Pacific) is made up of all Chinese companies and
Japan. Alongside the three segments, Central Services comprises the higher-level general
corporate functions, which are allocated to GRAMMER AG.

The EMEA region is the largest of the three reportable segments within the GRAMMER Group.
Based on the total revenue of the three reporting segments (excluding eliminations across
segments), 51.290 (2022: 50.7%0) of revenue was generated inthe EMEA region in 2023, followed
by the AMERICAS region at 26.3% (2022: 30.290) and the APAC region at 22.5%o (2022:19.19%0).
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Revenue, earnings before interest and taxes (EBIT), operating EBIT and the operating EBIT
margin of the product areas are monitored separately by management so that decisions can be
made on allocating resources and the units’ profitability can be determined. Group financing
(including financing income and expenses) as well as income taxes are managed uniformly and
autonomously withinthe Group and not allocated to the individual segments. Similarly, expenses
for the Central Service departments are not broken down by segment. The Central Services
Division carries out Group-wide functions in controlling, taxes and risk management, marketing
and communications, purchasing, development, operations, finance, internal audit, investor
relations, IT, human resources, accounting, legal affairs and compliance.

Transfer prices between the Group’s operating segments are based on market prices established
atarm’slength. Segmentincome, expenses and earnings include intragroup transactions between
the segments. These transfers within the segments are eliminated at the segment level and
transfers between the segments upon consolidation at the Group level.
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Reporting segments

The following tables include information on income and earnings as well as selected information
on the assets and liabilities of the Group’s business segments:

2023
EURK
EMEA AMERICAS APAC Central Services Eliminations GRAMMER Group

Revenue from sales to external customers 1,163,835 618,023 522,130 0 0 2,304,888
Inter-segment revenue 47,085 3,114 10,153 0 -60,352 0
Revenue 1,210,920 622,037 532,283 0 -60,352 2,304,888
Segment earnings (EBIT) 60,129 -50,648 61,223 -30,033 1,342 42,013
Financial income 6,976
Financial expenses -42,566
Other financial result 2,754
Earnings before taxes 9,177
Income taxes -5,763
Net profit/loss 3,414
Other segment information
Capital expenditure

Property, plant and equipment 40,038 16,727 27,034 4,440 88,239

Intangible assets 174 376 441 7,840 8,831
Depreciation and amortization

Depreciation of property, plant and equipment -30,844 -19,341 -16,104 -5,731 -72,020

Amortization of intangible assets -304 -7,000 =72 -2,270 -9,745
Non-cash items

Changes in retirement benefit provisions 5,617 566 8 2,783 0 8,874
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2022

EURK
EMEA AMERICAS APAC Central Services Eliminations GRAMMER Group

Revenue from sales to external customers 1,071,494 669,616 417,681 0 0 2,158,791
Inter-segment revenue 59,870 2,838 8,072 0 -71,680 0
Revenue 1,131,364 672,454 426,653 0 -71,680 2,158,791
Segment earnings (EBIT) 58,5680 -125,766 47,037 -25,048 216 -44,981
Financial income 3,576
Financial expenses -28,896
Other financial result 7,637
Earnings before taxes -62,764
Income taxes -15,797
Net profit/loss -78,561
Other segment information
Capital expenditure

Property, plant and equipment 35,762 19,678 21,406 6,487 83,223

Intangible assets 250 95 112 7,362 7,819
Depreciation and amortization

Depreciation of property, plant and equipment -30,283 -58,603 -14,064 -5,758 -108,608

Amortization of intangible assets -520 -50,693 -132 -2,468 -53,813
Non-cash items

Changes in Retirement benefit provisions 3,856 632 7 1,819 0 6,314
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Information on product areas
The following tables include information on externally generated revenue and non-current assets
of the Group’s product areas for the financial years ending December 31,2023 and 2022.

The product areas of the GRAMMER Group focus on creating and implementing global market, cus-
tomer and product strategies. In the Automotive product area, the GRAMMER Group operates as d
supplier to the automoative industry, developing and producing headrests, armrests, center console
systems, high-quality interior components and operating elements as well as innovative thermo-

2023 plastic solutions. The Group sells these products to automotive OEMs and their system suppliers.
FUR k The Commercial Vehicles product area develops and produces driver and passenger seats for
Commercial central GRAMMER trucks, dr|ver seats for offrogd vehicles [troctors, construction mochmery'ond fprkhfts], and geots
. . . and seating systems for trains and buses. In this product area, GRAMMER is active as a supplier to
By product area Automotive Vehicles Services Group ; o ) ) . .
the commercial vehicle industry, marketing driver and passenger seats to commercial vehicle
Revenue EMEA 044,579 566,341 0 1,210,920 (g, or as an aftermarket supplier. It also markets driver and passenger seats to bus and rolling
Revenue AMERICAS 502,085 119,052 0 622,037 stock OEMs, as well as railway operators.
Revenue APAC 378,726 153,657 0 532,283
Eliminations -19,009 -40,443 0 -60,352
Revenue 1,505,481 799,407 0 2,304,888
Non-current assets The GRAMMER Group generates revenue from the transfer of goods and services both over time
(property, plant and and on a point-in-time basis in the following segments:
equipment as well as
intangible assets) 399,607 107,132 119,595 626,334 2023
EURK
Point in time of revenue Elimina- GRAMMER
2022 recognition EMEA AMERICAS APAC tions Group
EURK Goods transferred at a
Commercial Central GRAMMER  gpecific point in time 1,147,474 601,035 498,241 -58,644 2,188,106
By product area Automotive Vehicles Services Group Goods and services
Revenue EMEA 580,959 550,405 0 1,131,364  transferred over time 63,446 21,002 34,042 -1,708 116,782
Revenue AMERICAS 537,090 135,364 0 672,454 Intragroup transactions -47,085 -3,114  -10,153 60,352 0
Revenue APAC 290,466 136,187 0 426,653 Total revenue from contracts
Eliminations -18,207 -53,473 0 -71,680 with customers 1,163,835 618,923 522,130 0 2,304,888
Revenue 1,390,308 768,483 0 2,158,791
Non-current assets
(property, plant and
equipment as well as
intangible assets) 416,062 92,157 115,393 623,612
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2022

EUR Kk

Point in time of revenue Elimina- GRAMMER
recognition EMEA AMERICAS APAC tions Group
Goods transferred at a

specific pointin time 1,072,842 638,805 401,245 -69,801 2,043,091
Goods and services

transferred over time 58,5622 33,649 25,408 -1,879 115,700
Intragroup transactions -59,870 -2,838 -8,072 71,680 0
Total revenue from contracts

with customers 1,071,494 669,616 417,681 0 2,158,791

7690 of the net contract liabilities of EUR 7,457 thousand reported as of December 31, 2022 were
recognized as revenue in 2023 (2022: approx. 60%o of EUR 5,924 thousand).

In 2023 and 2022, there was likewise no material revenue from performance obligations which
had been fulfilled in part or in full in earlier periods.

7.1. Other operating income

Other operating income primarily include income from recharged handling costs of EUR 2,788 thou-
sand (2022: EUR 3,490 thousand), income from the sale of metal waste of EUR 3,970 thousand
(2022: EUR 4,720 thousand) and miscellaneous other income of EUR 6,347 thousand (2022:
EUR 24,912 thousand). Miscellaneous other income mainly consists of reversals of provisions
from previous years and one-time payments for compensation for order cancellations and in-
creases in material prices and freight costs. Other operating income also comprises government
grants of EUR 3,338 thousand (2022: EUR 2,036 thousand), sales of property, plant and equip-
ment of EUR 1,747 thousand (2022: EUR 153 thousand), income from insurance claims of
EUR 86 thousand (2022: EUR 2,525 thousand) and income from recharged expenses and rental
income of EUR 1,660 thousand (2022: EUR 4,252 thousand). In addition, it includes a refund claim
for other taxes of EUR 335 thousand (2022: EUR 1,312 thousand) in connection with the quasi-VAT
levies PIS and COFINS (Programa de Integragao Social/Contribuigao para o Financiamento da
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Seguridade Social) in Brazil. The refund claim includes taxes paid twice. Brazilian courts confirmed
the refund claimin 2021. The government grants were received for the acquisition of certainitems
of property, plant and equipment as well as in the form of income subsidies. The conditions for
these grants were satisfied in full and there is currently no risk that they will not be complied with
in the future.

7.2. Financial result
The following table breaks down the financial result:

EURK

2023 2022
Interest income on bank balances 5,063 1,008
Income from other financial assets 1,395 405
Income from other assets 528 1,083
Financial income 6,976 3,576
Interest on loans and overdrafts -34,015 -23,388
Other interest costs -95 0
Interest cost of retirement benefit provisions -5,208 -2,544
Loss from financial assets and liabilities at fair value
through profit or loss -30 -49
Interest element of lease payments -3,128 -2,915
Financial expenses -42,566 -28,896
Currency translation gains/losses from cash at bank and in
hand 5,183 1,850
Exchange rate differences from intercompany finance -2,429 5,687
Other financial result 2,754 7,537
Financial result -32,836 -17,783

The lower financial result was essentially the result of higher interest on loans and current accounts
as a result of generally higher interest rates and the increase in the interest cost of retirement
benefit provisions. In the other financial result, the performance of the US dollar resulted in foreign
exchange losses on intercompany loans in the current financial year. Income from other assets
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includes interest income on the refund claim for other taxes of EUR 528 thousand (2022: EUR 1,083
thousand)in connection with the quasi-VAT levies PIS and COFINS (Programa de Integragao Social/
Contribuigao para o Financiomento da Seguridade Social) in Brazil.

7.3. Amortization, depreciation, foreign exchange differences and acquisition and production
costs included in the consolidated statement of income
Cost of sales
The cost of sales includes the manufacturing costs attributable to revenue and the cost of
merchandise amounting to EUR 1,972,772 thousand (2022: EUR 1,924,411 thousand). This item also
includes costs for operating below capacity and any other production-related overheads and
administrative expenses. This item also includes the cost of additions to warranty provisions.
Expenses relating to the development and expansion of individual plant locations in preparation
for forthcoming series production (“industrialization costs”) are included in the cost of sales
to the extent that these expenses cannot be deferred. Non-capitalized development costs in-
curred in the Commercial Vehicles product area are also included here. The cost of sales also
includes exceptional expenses from non-recurring business transactions of EUR 2,993 thousand
in 2023 (2022: EUR 38,743 thousand). In 2023, these comprised expenses for directly attribut-
able costs for corona-related protection and response measures of EUR 0 thousand (2022:
EUR 2,121 thousand), expenses for restructuring measures of EUR 2,993 thousand (2022:
EUR 2,474 thousand) and impairment losses on prop-erty, plant and equipment of EUR 0 thousand
(2022: EUR 34,148 thousand). In 2023, the cost of sales includes government grants for research
projects and higher energy costs of EUR 149 thousand (2022: EUR 279 thousand) that served to
reduce this expense item.

Selling expenses

The selling expenses of EUR 31,991 thousand (2022: EUR 28,947 thousand) relate to expenses
of the sales and distribution function and primarily refer to costs incurred by the Sales, Adver-
tising and Marketing departments as well as overheads allocated to these functions or activities.
Freight, commissions and forwarding charges are also included in selling expenses.
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Administrative expenses

Administrative expensesinclude all administrative expenditure which cannot be assigned directly
to other functions, including expenditure on general administration, management and central
departments. Other administrative expenses also include income from exchange rate movements
in the amount of EUR 20,567 thousand (2022: EUR 18,563 thousand) and mainly relate to foreign
exchange gains between the origination and settlement of foreign currency receivables and lia-
bilities as well as foreign exchange gains resulting from measurement at the reporting date. Foreign
exchange losses amounting to EUR 31,239 thousand (2022: EUR 18,785 thousand) are also recog-
nized under other administrative expenses. Administrative expenses also include various excep-
tional expenses from non-recurring business transactions of EUR 1,089 thousand in 2023 (2022:
EUR 41,528 thousand). In 2023, they comprised directly attributable costs for expenses for
restructuring measures of EUR1,089 thousand (2022: 2,097 thousand). In the previous year, costs
for corona-related protection and handling measures of EUR 26 thousand and impairment losses
on intangible assets, including goodwill, of EUR 39,404 thousand were additionally included.

Amortization, depreciation and impairment losses on intangible assets and property, plant and
equipment

Amortization of intangible assets totaled EUR 9,745 thousand (2022: EUR 14,409 thousand) and
is recognized in the cost of sales, selling expenses and administrative expenses depending
on origin. This item also contains capitalized development costs of EUR 1,366 thousand (2022:
EUR 1,672 thousand] that are included in the cost of sales. Depreciation of property, plant and
equipment amounted to EUR 72,020 thousand (2022: EUR 74,459 thousand), including scheduled
depreciation of EUR 18,878 thousand (2022: EUR 19,032 thousand]) for right-of-use assets. No
expenses due to a lower recoverable amount (impairment losses) were incurred in 2023 (2022:
EUR 73,553 thousand). Depreciation, amortization and impairment on intangible assets and prop-
erty, plant and equipment are recognized in the income statement under cost of sales, selling
expenses and general administrative expenses.
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7.4. Personnel expenses
Personnel expenses are presented in the following table:

EURK

2023 2022
Wages and salaries 432,279 418,134
Social security contributions 101,456 100,323
Employee benefits expense 533,735 518,457

In 2022, personnel expenses included EUR 14 thousand in government grants to deal with the
consequences of the COVID-19 pandemic that served to reduce this expense item. This was not
the case in 2023.

The key components of income taxes for 2023 and 2022 break down as follows:

EURK
2023 2022

Consolidated statement of income
Actual income taxes

Actual tax expenses - Germany -1,476 -4,121

Actual tax expenses - international -9,080 -13,175
Total actual tax expenses -11,456 -17,296
Deferred taxes

Deferred tax liabilities (-)/

deferred tax assets - Germany -2,005 803

Deferred tax liabilities (-)/

deferred tax assets - international 7,788 696
Deferred tax liabilities (-)/deferred tax assets 5,693 1,499
Tax expense (-)/income reported in the
consolidated statement of income -5,763 -15,797
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The declinein actualincome tax expense in Germany is due primarily to a tax loss at the German
tax group. International tax expenses declined year-on-year as companies such as those in
Brazil and Japan that reported high income tax expenses in the previous year generated lower
taxable profit in the year under review. Non-recurring effects in Mexico also resulted in higher
income tax expenses in the previous year.

While the GRAMMER Group reported deferred tax assets in Germany in the previous year, it rec-
ognized deferred tax liabilities this year as a result of an increase in development costs in Ger-
many. The higher IFRS interest rate on retirement benefit provisions also contributed to this.

The much-improved tax rate compared to the previous year chiefly reflects the recognition of
deferred tax assets on loss carryforwards in Mexico, Belgium and China. Unlike in the previous
year, these were considered recoverable due to the improved earnings situation of the compa-
nies in question. Furthermore, as a result of the higher Group tax rate, impairment of goodwill,
property, plant and equipment and additional intangible assets that could not be recognized for
tax purposes had a negative impact in the previous year. In the previous year, this effect was
recognized in the Group tax reconciliation in the non-deductible business expenses item. Tax
rate effects from foreign tax jurisdictions had a positive impact of EUR 3.7 million on the reported
tax expense.

The high tax rate of 62.8% in the financial year is attributable mainly to the non-recognition of
deferred tax assets on losses of the loss-making tax group in the US, as there is no substantial
evidence indicating that sufficient taxable income towards which the unused losses can be used
will arise in the future.

As of the balance sheet date, the Group had loss carryforwards totaling EUR 374.0 million
(2022: EUR 3871 million). No deferred tax assets were recognized for tax losses of EUR 248.4 million
(2022: EUR 276.3 million). If the Group had been able to recognize all unconsidered deferred
tax assets from 2023 and preceding years, net profit and equity would have increased by a total
of EUR 569 million (2022: EUR 50.1 million).
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Reconciliation between the income tax expenses reported in the consolidated income statement
and the product of the reported net profit for the period and the applicable tax rate for the Group
for financial years 2023 and 2022 is as follows:

EURK

2023 2022
Earnings before taxes 9,177 -62,764
Income taxes at the effective rate in Germany of 28.99%o
(2022:28.99%0) -2,652 18,139
Effects from minimum taxation and withholding taxes -1,619 -3,086
Actual income taxes relating to previous years 867 3565
Effects of the non-recognition of deferred taxes for the
current year -12,039 -15,854
Change in deferred taxes from previous years 7,438 -1,614
Tax reduction from tax-exempt income 201 153
Non-deductible expenses -1,359 -8,651
Other tax effects 462 -1,871
Effect of changes in tax rates/tax law -758 627
Effect of foreign tax groups on tax rate 3,696 -4,195
Income taxes at the effective tax rate of 62.89%0 (2022: -25.29o) -5,763 -15,797

In 2023, deferred tax assets on loss carryforwards of EUR 12.0 million (2022: EUR 15.9 million)
were not recognized, primarily impacting the USA tax. This is because there is not enough positive
taxable income to recognize loss carryforwards.

Due to the improved earnings situation of some companies outside Germany, deferred tax assets on
loss carryforwards were capitalized in the financial year, which were classified as non-recoverable

in the previous year.

The other tax effects item primarily includes non-recurring inflation-related effects in Turkey.
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Deferred tax assets break down as follows for each balance sheet item as of the relevant

reporting date:

EURK

2023 2022
Property, plant and equipment (excluding right-of-use assets) -19,863 -20,156
Right-of-use assets -8,483 -8,087
Intangible assets -19,189 -18,080
Other assets -5,267 -4,748
Trade accounts receivable, current -54 -124
Contract assets -3,127 -2,749
Other current financial assets -3,334 -923
Non-current financial liabilities -351 -274
Other -4,923 -2,5682
Deferred tax liabilities (non-netted) -64,591 -57,723
Retirement benefits and similar obligations 16,116 14,439
Provisions 3,697 4,648
Tax losses carried forward 22,288 19,187
Contract assets 243 346
Property, plant and equipment 10,833 5,855
Intangible assets 2,254 2,005
Other current liabilities 862 753
Current trade accounts receivable 6,416 4,865
Other financial liabilities 6,769 0,085
Other current financial liabilities 5,849 1,740
Inventories 6,209 2,402
Non-current financial liabilities 7 43
Other 7,214 8,779
Deferred tax assets (non-netted) 88,847 76,037
Net deferred tax liabilities (-)/deferred tax assets 24,256 18,314
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The change in the deferred taxes is described below:

EURK

2023 2022
As of January 1 18,314 26,782
Deferred tax liabilities (-)/deferred tax assets
through profit and loss 5,693 1,499
Deferred tax liabilities (-)/deferred tax assets
through statement of comprehensive income 2,278 -10,053
Currency translation effects -2,029 86
As of December 31 24,256 18,314

The statutory rate of corporate income tax in Germany was 15%o for the 2023 and 2022 assess-
ment periods, plus a solidarity surcharge of 5.5%0. Together with municipal trade tax, which is
not deductible as a business expense in Germany, this results in a tax rate of approximately
28990 for 2023 (2022: 2899%0).

Deferred tax assets and liabilities are calculated using the tax rates that are expected to apply
when the asset is realized or the liability settled. Deferred tax assets and liabilities were mea-
sured on the basis of the overall tax rate of 28990 (2022: 28.990). As in the previous year, the
local income tax rates for foreign entities varied between 10%0 and 349%o. Deferred tax assets
arerecognized only if the management deems their recoverability to be probable. Relevantimpair-
ments are based on all known positive and negative factors relating to future taxable income.
The estimates made may change over time. Assessment of the value of deferred tax assets is
based on the probability of measurement differences being reversed and the recoverability of
unused tax losses that led to their creation.
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The Group assumes that it will have sufficient taxable income to make use of existing unused tax
losses for which deferred tax assets have been recognized. The unused tax losses in individual
countries may be carried forward for periods of 5 to 20 years or also indefinitely and in some cases
carried back. The companies that generated losses in the current year or in the previous year
and whose deferred tax assets are not covered by deferred tax liabilities have recognized
deferred tax assets that exceed the deferred tax liabilities in the amount of of EUR17.0 million (2022:
EUR 12.0 million).

Deferred taxes were notrecorded on outside basis differences (i.e. differences between net assets,
incl. goodwill at subsidiaries or the relevant tax value of interests in subsidiaries), as reversal of
differences, e.g. through distributions, are taxable and because no significant tax effects are
expected inthe foreseeable future. The outside basis differences amount to EUR 35.0 million as of
December 31,2023 (2022: EUR 1239 million). The distribution of dividends to shareholders did not
have any consequences for income tax in 2023 or 2022.
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Basic earnings per share are calculated by dividing consolidated net profit by the nominal num-
ber of shares outstanding during the financial year, less the Company’s own shares that were
bought back in2006 (330,050 shares). The Company’s share capital amounts to EUR 39,009,080.32
and is divided into 15,237,922 shares. All shares with the exception of own shares accord the
same rights; shareholders have a right to receive payment of the approved dividend and may
exercise one vote for each share at the Annual General Meeting. The number of outstanding
shares is calculated based on the weighted average.

In addition to basic earnings per share, diluted earnings per share must be disclosed if a com-
pany has potential shares (i.e. financial instruments and other contracts entitling the holders to
subscribe to no-par value shares of the Company, such as convertible bonds and options). As
the GRAMMER Group did notissue any such financialinstruments or enter into any such contracts
as of December 31, 2023, its basic and diluted earnings per share are identical.

Consolidated earnings per share

2023 2022
Weighted average number of ordinary shares
used to calculate basic/diluted earnings 14,907,872 14,007,872
Earnings in EUR thousand (excluding non-controlling
interests/hybrid loan lenders) 1,709 -78,405
Basic/diluted earnings per share in EUR 0.12 -5.26

The hybrid loans issued in 2020 and 2023 are classified as equity (see Note 18). The related com-
pensation claim of the hybrid loan lender represents payments for a component of equity that
reduces the earnings available for distribution to the shareholders of the parent company and
therefore has been included in the determination of (basic/diluted) earnings per share.
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Appropriation of profit by GRAMMER Group is based on net profit/loss in the financial statements
of GRAMMER AG, which are prepared in accordance with the German Commercial Code. GRAMMER
AG reported a net loss of EUR -146,1 million as of December 31, 2023 (2022: EUR -131.2 million).
This includes the net loss for the 2023 financial year of EUR -14,9 million. As GRAMMER AG does
notreport a net profit, no dividend will be proposed. In addition, there is a suspension of dividends
during the term of tranche C of the syndicated loan agreement until February 10, 2025, as part
of the conditions for KfW’s participation. The net loss as of December 31, 2023 will be carried
forward. No dividends were distributed in 2023 or 2022.

Further details can be found in Note 18.
Dividends approved and distributed during the financial year:

Dividends on ordinary shares:

EUR Kk

2023 2022
Dividend for 2023:
EUR 0.00 (2022: EUR 0.00) 0 0
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EUR K
Amount on December 31, 2023

Historical cost

Effects from

Amount on exchange rate Amount on
January 1, 2023 Additions Disposals differences Reclassifications December 31, 2023
Land and buildings 196,446 2,463 -2,681 -977 1,019 196,270
Technical equipment and machines 395,223 21,811 -0,616 -8,577 12,028 410,869
Operating and business equipment 251,731 18,832 -6,013 -5,058 6,694 265,286
Prepayments made and assets under construction 33,385 32,616 -173 -853 -22,073 41,902
Right-of-use assets 130,006 12,617 -0,580 -3,567 0 129,476
Property, plant and equipment 1,006,791 88,239 -28,963 -19,032 -3,232 1,043,803
Concessions, industrial rights 148,340 1,723 -1,052 -3,608 3,252 148,565
Goodwill 126,496 0 0 -2,697 0 123,799
Capitalized development costs 54,378 7,111 -3,435 -118 0 57,936
Prepayments made 25 -3 0 -2 -20 0
Intangible assets 329,239 8,831 -4,487 -6,515 3,232 330,300
Property, plant and equipment and intangible assets 1,336,030 97,070 -33,450 -25,547 0 1,374,103
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EUR Kk
Amount on December 31, 2023

Depreciation and amortization

Carrying amount

Amount on Effects from Amount on Amount on
January 1, Impairment exchange rate Reclassi- December 31, January 1, December 31,
2023 Additions losses Disposals differences fications 2023 2023 2023

Land and buildings 66,902 5,002 0 -1,540 -463 86 70,887 129,544 125,383
Technical equipment and machines 232,191 28,312 0 -8,052 -5,016 -493 246,042 163,032 164,827
Operating and business equipment 174,493 18,028 0 -6,371 -2,807 407 184,650 77,238 80,636
Prepayments made and assets under
construction 0 0 0 0 0 33,385 41,902
Right-of-use assets 55,878 18,878 0 -9,287 -1,798 63,671 74,128 65,805
Property, plant and equipment 529,464 72,020 0 -26,150 -10,084 0 565,250 477,327 478,553
Concessions, industrial rights 119,313 8,379 0 -1,047 -2,883 0 123,762 29,027 24,803
Goodwill 34,151 0 0 0 -2,697 0 31,454 92,345 92,345
Capitalized development costs 29,490 1,366 0 -3,435 -118 0 27,303 24,888 30,633
Prepayments made 0 0 0 0 0 0 0 25 0
Intangible assets 182,954 9,745 0 -4,482 -5,698 0 182,519 146,285 147,781
Property, plant and equipment
and intangible assets 712,418 81,765 0 -30,632 -15,782 0 747,769 623,612 626,334
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EURK
Amount on December 31, 2022

Historical cost

Effects from

Amount on exchange rate Amount on
January 1, 2022 Additions Disposals differences Reclassifications December 31, 2022
Land and buildings 191,006 1,751 -142 1,662 2,169 196,446
Technical equipment and machines 350,703 26,829 -8,498 9,217 16,072 395,223
Operating and business equipment 235,800 15,817 -6,900 699 6,315 251,731
Prepayments made and assets under construction 31,627 27,232 -23 71 -25,622 33,385
Right-of-use assets 125,325 11,594 -9,020 3,007 0 130,006
Property, plant and equipment 934,461 83,223 -25,483 14,656 -66 1,006,791
Concessions, industrial rights 142,720 680 -769 5,643 66 148,340
Goodwiill 121,973 0 0 4,623 126,496
Capitalized development costs 47,430 7,114 -122 -44 54,378
Prepayments made 0 25 0 0 25
Intangible assets 312,123 7,819 -891 10,122 66 329,239
Property, plant and equipment and intangible assets 1,246,584 91,042 -26,374 24,778 0 1,336,030
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EURK
Amount on December 31, 2022

Depreciation and amortization

Carrying amount

Amount on Effects from Amount on
January 1, Impairment exchange rate Reclassi- December 31, January 1, December 31,
2022 Additions losses Disposals differences fications 2022 2022 2022

Land and buildings 59,672 6,050 870 -128 438 0 66,902 131,334 129,544
Technical equipment and machines 173,283 31,265 32,170 -7,310 2,771 12 232,191 177,420 163,032
Operating and business equipment 161,463 18,112 0 -5,734 664 -12 174,493 74,337 77,238
Prepayments made and assets under
construction 0 0 0 0 0 0 31,627 33,385
Right-of-use assets 44,724 19,032 1,109 -9,721 734 55,878 80,601 74,128
Property, plant and equipment 439,142 74,459 34,149 -22,893 4,607 0 529,464 495,319 477,327
Concessions, industrial rights 89,999 12,837 14,053 -737 2,261 0 119,313 52,721 29,027
Goodwiill 10,630 0 24,451 0 -030 0 34,151 111,343 92,345
Capitalized development costs 27,960 1,572 0 0 -42 0 29,490 19,470 24,888
Prepayments made 0 0 0 0 0 0 0 0 25
Intangible assets 128,589 14,409 39,404 -737 1,289 0 182,954 183,534 146,285
Property, plant and equipment
and intangible assets 567,731 88,868 73,553 -23,630 5,896 0 712,418 678,853 623,612
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11.1.  Property, plant and equipment and intangible assets
Depreciation is generally based on the following useful economic lives:

Land No depreciation
Buildings and fixtures 10-40vyears
Building fittings 5-40vyears
Technical equipment and machines 5-25vyears
Other equipment, operating and business equipment 2-15vyears
Right-of-use assets (leased assets) 2-25yeadrs
Concessions, industrial rights 3-12vyears
Capitalized development costs 7-10years

Asinthe past, property, plant and equipment are depreciated and intangible assets amortized
using the straight-line method over the expected useful life of the assets. No expenses due to
a lower recoverable amount (impairments) were incurred in the 2023 financial year (2022:
EUR 73,553 thousand). Further details can be found in Notes 7.3 and 11.3. Intangible assets
comprise concessions, industrial property rights, patents and customer orders. Capitalized
development costs comprise internally generated patents, which are amortized on a straight-
line basis over an average expected useful life of ten years. In 2023, research and development
costs totaled EUR 87,587 thousand (2022: EUR 94,053 thousand). Of this figure, EUR 7,111 thousand
(2022: EUR 7,114 thousand) meets the IAS 38 capitalization criteria. Most of this amount was rec-
ognized as expense in the income statement.

Inthe previous year, the AMERICAS region had to recognize impairment losses on property, plant
and equipment and other intangible assets in the amount of EUR 49.1 million. This was due to a
surplus of goodwillimpairment. No impairment losses were required for property, plant and equip-
ment and other intangible assets in any other region.

Animpairment test of property, plant and equipment and other intangible assets was carried out
inthe AMERICAS regioninthe 2023 reporting yedr ds a precautionary measure. The regions were
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further broken down into four cash generating units (CGUs), which are based on product
categories and strategic units: (i) Toledo Molding & Die, LLC, (i) TMD Mexico LLC, (i) GRAMMER
Automotive Puebla S.A. de CV.,, GRAMMER Inc. and GRAMMER Industries, LLC, and (iv) GRAMMER
Americas, LLC, GRAMMER do Brasil Ltda. and GRAMMER Argentina.

The CGUs were evaluated as to whether or not they meet the following criteria:

e Cashinflowsarelargely independent of the cashinflows from other assets or groups of assets
(IAS 36.6; IAS 36.68) and are received from parties external to the entity (IAS 36.69).

e Anactive market exists for the output produced by the group of assets on which they could
be sold to generate cash flows, even if some or all of this output is used internally (IAS 36.70).

All defined CGUs within the AMERICAS region meet these criteria.

The CGUs in the AMERICAS region were evaluated for potential indications of impairment (trig-
gering event)using the IAS 36 catalog. Based on operating performance, which shows negative
profitability and a significant deterioration compared to the 2023 budget, the CGUs (i) - (iii) were
tested. The two impairment tests confirmed the recoverability of the assets.

No indications of impairment were found in the EMEA and APAC regions and so no impairment
tests were carried out.

11.2. Leases

GRAMMER has entered into various leases for buildings, manufacturing plant and equipment,
other plant and equipment as well as motor vehicles with terms between 2 and 25 years. Most
of the leases do not provide for any options for extending the lease or purchasing the leased
asset, with the exception of buildings or limited items of equipment. In the case of buildings, these
are largely standard renewal options, which provide either for a renewal option which may be
unilaterally exercised by GRAMMER or for renegatiation for continued use after expiry of
the lease. Expense of EUR 421 thousand (2022: EUR 87 thousand) for short-term leases and
EUR 468 thousand (2022: EUR 467 thousand] for low-value leases was recognized through profit
and lossin 2023.
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The right-of-use assets shown in Note 11 under which GRAMMER has a right to use the corre-
sponding assets in accordance with IFRS 16 break down as follows:

EUR K
Amount on December 31, 2023

Historical cost

Amount on Effects from exchange Amount on
January 1, 2023 Additions Disposals rate differences Reclassifications December 31, 2023
Land and buildings 108,859 8,218 -2,071 -3,375 0 111,631
Technical equipment and machines 4,815 548 -2,898 -63 0 2,402
Operating and business equipment 6,403 581 -2,012 -13 200 5,159
Motor vehicles 9,929 3,270 -2,699 -116 -200 10,284
Right-of-use assets 130,006 12,617 -9,580 -3,567 0 129,476
EURK
Amount on December 31, 2023 Depreciation and amortization Carrying amount
Amount on Effects from Amount on
January 1, Impairment exchange rate Reclassi- December 31, January 1, December 31,
2023 Additions losses Disposals differences fications 2023 2023 2023
Land and buildings 42,772 14,608 0 -2,071 -1,655 0 53,654 66,087 57,977
Technical equipment and machines 4,050 693 0 -2,811 -46 0 1,886 765 516
Operating and business equipment 3,677 1,053 0 -1,096 -7 -43 2,684 2,726 2,475
Motor vehicles 5,379 2,524 0 -2,409 -00 43 5,447 4,550 4,837
Right-of-use assets 55,878 18,878 0 -9,287 -1,798 0 63,671 74,128 65,805
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EUR Kk
Amount on December 31, 2022

Historical cost

Amount on Effects from exchange Amount on
January 1, 2022 Additions Disposals rate differences Reclassifications December 31, 2022
Land and buildings 104,939 6,966 -5,746 2,700 0 108,859
Technical equipment and machines 5,095 427 -822 115 0 4,815
Operating and business equipment 5,337 1,305 -342 103 0 6,403
Motor vehicles 9,954 2,896 -3,010 89 0 9,929
Right-of-use assets 125,325 11,594 -9,920 3,007 0 130,006
EURK
Amount on December 31, 2022 Depreciation and amortization Carrying amount
Amount on Effects from Amount on
January 1, Impairment exchange rate Reclassi- December 31, January 1, December 31,
2022 Additions losses Disposals differences fications 2022 2022 2022
Land and buildings 32,159 14,591 1,109 -5,670 583 0 42,772 72,780 66,087
Technical equipment and machines 4,120 703 0 -822 49 0 4,050 975 765
Operating and business equipment 2,785 1,176 0 -340 56 0 3,677 2,552 2,726
Motor vehicles 5,660 2,662 0 -2,889 46 0 5,379 4,294 4,550
Right-of-use assets 44,724 19,032 1,109 -9,721 734 0 55,878 80,601 74,128
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The following lease payments (including guaranteed residual values) are payable in subsequent
periods under the right-of-use assets recognized:

EURK
Less than More than
1 year 1to 5 years 5years
2023
Lease payments 18,488 39,061 23,020
Less interest expense from discounting -1,866 -5,158 -2,005
Present value
(statement of financial position) 16,622 33,903 21,015
2022
Lease payments 20,028 43,536 31,120
Less interest expense from discounting -3,360 -6,353 -5,002
Present value
(statement of financial position) 16,668 37,183 26,028

Possible future cash outflows of EUR 23,772 thousand (2022: EUR 23,487 thousand) for options
to extend leases the exercise of which is not yet reasonably certain are not included in lease
liabilities. In 2023, there were future possible cash outflows from leases that had not yet com-
menced of EUR 64 thousand (2022: EUR 2,258 thousand).

11.3. Goodwill

The EMEA, AMERICAS and APAC regions represent the reportable operating segments as well as
groups of cash-generating units (CGUs) of the GRAMMER Group and reflect the internal manage-
ment structure of the GRAMMER Group. Goodwill recognized in the consolidated financial statements
and acquired in the past has so far been allocated to these groups of CGUs for the purposes of
impairment testing in accordance with IAS 36. The goodwill of the AMERICAS region was fully
impairedin the 2022 financial year. The goodwillimpairment test for the AMERICAS region therefore
no longer applies. An asset impairment test was carried out for the CGUs in the AMERICAS region
in the 2023 financial year (see Note 11.1).
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Goodwill attributable to the operating segments breaks down as follows as of December 31, 2023:

EURk

Discount factor Discount factor
Operating Segments Goodwill in 2023 Goodwill in 2022 2023 growth rate ! 2022 growth rate! in 2023 in 2022
EMEA 37,425 37,425 1% 1% 8.7% 7.4%0
APAC 54,9020 54,920 1900 1% 8990 7.6%0
Goodwill 92,345 92,345

! Perpetual annuity

Goodwillis generally tested for impairment at the level of the groups of CGUs (cash-generating units)
which are to benefit from the synergies of the business combination, annually as of December 31.
In addition, impairment tests are carried out at the level of the groups of CGUs on an ad hoc basis.
Therecoverable amount fromthe CGUs is determined on the basis of the present value of estimated
future cash flows less costs to sell based on the budgets approved by management for a period of
five years. These budgets are based particularly on assumptions with respect to macroeconomic
trends and trends in sell-side and commodity prices. These are subject to additional uncertainty
due to the consequences of the Russia-Ukraine war. This relates to the impact of higher inflation,
including the prices for raw materials and energy as well as passing on price increases to custom-
ers, the development of key interest rates and exchange rates. In addition to these market
forecasts, historical data is also taken into account. Raw material prices are expected to ease
further. This applies to all three regions. Slight price rises are anticipated only in individual cases
(e.g. crude steel in EMEA from 2027 onwards). Reduced purchasing costs, ongoing improvement
measures and higher productivity offset the agreed discounts for series orders, nomination fees
and higher personnel costs in connection with collective wage increases in the 2024 planning
year. This is extrapolated to the following years taking account of expected developments.
Climate-related aspects have been factored into raw material and energy prices, as well as capi-
tal expenditure. To arrive at the perpetual annuity extending beyond the five-year time horizon,
the cash flow was extrapolated in the light of the expected sustainable growth rate of
19 (2022: 190). The fair value calculated for the CGUs is assigned to Level 3 of the fair value
hierarchy. The Group uses the same calculation methods and parameters for all three segments
when testing for impairment.

The key assumptions used in determining the fair value less of costs to sell of a CGU are the free
cash flows, the discount rate together with the related parameters and the sustainable growth
rate. Free cash flows are calculated on the basis of the budget of the five-year plan adjusted for
expected efficiency improvements. The discount factor is calculated on the basis of a cost of equity
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and a cost of debt rate. The cost of equity rate applied is based on a risk-free interest rate of
2.8%o after tax (2022: 2.0%%0), arisk premium for general market risks of 7.0%o after tax (2022: 7.590)
and a premium for a CGU’s specific country risk. To determine operating and leverage risks,
beta factors are derived from a group of comparable companies (peer group) and used to measure
the positive cash flows of the specific CGU. The cost of debt rate is determined by reference to
the peer group of relevance for GRAMMER. The cash flows were discounted at an interest rate
after tax of between 8.7% and 8.9%o (2022: 7.4%o to 7.6%0). A growth rate of 1% (2022: 190)
was assumed.

The impairment tests carried out in 2023 confirmed the recoverability of the goodwill of the
groups of CGUs in the EMEA and APAC regions. Impairment losses of EUR 73.6 million were recog-
nized in the AMERICAS region in the previous year, which mainly resulted from the higher
discount factor. This resulted in a complete write-down of goodwill of EUR 24.5 million in the
AMERICAS region and impairment of property, plant and equipment and other intangible assets of
EUR 491 million.

A scenario analysis of the recoverable amount of the CGUs in the EMEA and APAC regions was
carried out to determine the risk exposure of the cash flows. The scenario analysis is based on a
variation of the discount factor of between 5.0% and 12.0%.

Inthe case of the EMEA CGU, this showed that the application of a discount factor of 11.2% triggers
animpairment loss (2022: 79%%o). In addition, animpairment loss would be recognized in the event
of 01.8(2022: 0.4]) percentage-point reduction in the sustainable EBIT margin and a 30%o reduction
in sustainable revenue (2022: 7.7%).

No impairments arose in the CGUs of the APAC region under the above discount factor range.
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Inventories break down as follows:

EURK
December 31, December 31,
2023 2022
Raw materials, supplies and consumables 130,686 138,112
Work in progress 22,430 24,241
Finished goods and services 29,013 32,5621
Prepayments made 3,178 2,612
Inventories 186,207 197,386

All inventories are carried at cost. Inventories were written down to the lower fair value in
the amount of EUR 4,596 thousand (2022: EUR 4,045 thousand). Write-downs of EUR 1,970 thou-
sand (2022: EUR 1,939 thousand) and reversals of write-downs of EUR 581 thousand (2022:

EUR 1,198 thousand) were recognized in 2023.

Generally, trade accounts receivable are non-interest-bearing and have a term of between 30

and 60 days.
EURK
December 31, December 31,
2023 2022
Trade accounts receivable - gross 291,834 261,043
Impairment -2,008 -3,658
Provisions for verity risks -452 -673
Trade accounts receivable 288,474 256,712

GRAMMER

The increase in trade accounts receivable resulted from higher revenue in December, higher
receivables invoiced for development services and from the expanded volume resulting
from the plant construction in China. As of the reporting date, trade accounts receivable of
EUR 77,149 thousand (2022: EUR 78,127 thousand) were reduced as a result of non-recourse
factoring. The risks arising from the factored receivables relevant for risk assessment are
credit risk as well as the risk of delayed payment. With regard to a contract with a bank, the Group
continues to recognize trade accounts receivable in the amount of its continuing exposure, i.e.
the amount of the maximum default reserve and thus recognizes a corresponding liability. As of
December 31,2023, impairments of EUR 2,908 thousand (2022: EUR 3,658 thousand) were rec-
ognized on trade accounts receivable. There is also a provision for verity risks based on an indi-

vidual valuation discount.

Details are givenin the table below:

EURK
Provisions for

Impairment verity risks Total
Amount on January 1, 2023 3,658 673 4,331
Additions 290 68 358
Utilization -98 -287 -385
Write-backs -468 0 -468
Effects from exchange rate differences -475 -2 -477
Amount on December 31, 2023 2,908 452 3,359
Amount on January 1, 2022 2,007 2,202 4,209
Additions 1,681 124 1,805
Utilization -6 -1,642 -1,648
Write-backs 0 -15 -15
Effects from exchange rate differences -24 4 -20
Amount on December 31, 2022 3,658 673 4,331

163



The following table shows the default risk position for trade accounts receivable and contract

assets determined using an impairment matrix:

EURK
Past due in the following time bands
More than
Total Not overdue Up to 30 days 31-60 days 61-90 days 91-180 days 180 days
2023
Trade accounts receivable - gross 291,834 263,408 18,402 3,602 1,623 1,069 3,731
Contract assets - gross 126,697 126,697 0 0 0 0 0
Impairment 2,908 303 129 181 113 71 2,111
2022
Trade accounts receivable - gross 261,043 216,452 29,352 7,431 1,156 2,003 4,649
Contract assets - gross 114,353 114,353 0 0 0 0 0
Impairment 3,658 225 207 385 83 163 2,595
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Contract assets as defined in IFRS 15 break down as follows:

Other financial assets break down as follows:

EURk EUR Kk
December 31, December 31, December 31, December 31,
2023 2022 2023 2022
Non-current contract assets 73,766 58,236 Outstanding loans 2,702 5,680
Current contract assets 52,931 56,117 Investments in associates 32 31
Contract assets 126,697 114,353 Financial assets at fair value through
other comprehensive income 8,016 0
As planned, performance obligations of EUR 199,276 thousand as of December 31,2023 (2022:  perivative financial assets 107 0
Contract liabilities break down as follows: Other receivables 8,612 3,443
Derivative financial assets 3,397 3,288
EURK Current other financial assets 11,909 6,731
December 31, December 31,
2023 2022 i ial assets at fair value through other comprehensive income include two investments in
Non-current contract liabilities 21786 2/525 Elrr:iigzztoblished in2023, which GRAMMER neither controls nor has significant influence over. The
Current contract liabilities 2,083 4932 carrying amount is initially equal to cost. Future changes in fair value are recognized in other
Contract liabilities 4,869 7,457 cumulative comprehensive income.

Contract liabilities arise from customer prepayments for series development activities.

GRAMMER

Other receivables result primarily from current accounts receivable from associates, creditors with
debit accounts and amounts due from employees. They are due for settlementin roughly 30 days.
Financial assets are neither past due nor impaired. Loans include the loan to GRA-MAG LLC, a joint
venture accounted for using the equity method, of EUR 2,702 thousand (2022: EUR 5,680 thou-
sand). The reduction is due to scheduled repayments.
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Other assets break down as follows:

Cash and short-term deposits break down as follows as of the reporting date:

EURK EURK
December 31, December 31, December 31, December 31,
2023 2022 2023 2022
Other assets 46,818 36,897 Cash and short-term deposits 131,005 108,587
Deferrals 624 657
Non-current other assets 47,442 37,554 The Group has balances at different banks in various currencies that are translated at the end-of-
year exchange rate as of the reporting date. The bank balances have variable interest rates and
Other assets 41,322 37,185 can be withdrawn on demonq Short-term deposits org mgge for vgnous terms of between one
day and three months depending onthe Group’s current liquidity requirements. The deposits accrue
Deferrals 5688 11,657 interest at the current interest rates for demand deposits. For the purposes of the consolidated
Current other assets 47,010 48,842 cash flow statement, holdings of cash and cash equivalents as of December 31 are as follows:

Other non-current assets include security deposit agreements, which are classified as long-term
depending on the term of the underlying contract. Assets also include consideration paid to
customers of EUR 34,112 thousand (2022: EUR 28,852 thousand). This asset is recognized on a
straight-line basis over the duration of the series as a reduction in revenue. If necessary, impair-
ment is recognized. The majority of these assets are classified as non-current other assets. Of
these assets, an amount of EUR 7,170 thousand (2022: EUR 6,238 thousand) was recognized as a
reduction in revenue in 2023.

GRAMMER has included assets in connection with contract fulfillment costs for series deliveriesin
current other assets of EUR 1,375 thousand (2022: EUR 972 thousand) and non-current other assets
of EUR10,273 thousand (2022: EUR 5,378 thousand). No other impairments were recognized.

Other current assets are chiefly made up of receivables of EUR 25,477 thousand (2022:
EUR 26,722 thousand) arising from pass-through taxes such as value added tax and other
taxes as well as temporary security deposit agreements of EUR 327 thousand (2022: EUR 636
thousand). Receivables from other taxes include the refund claim of EUR 4,656 thousand
(2022: EUR 6,077 thousand) from the two quasi-VAT levies PIS and COFINS (Programa de Integragao
Sacial / Contribuigao para o Financiamento da Seguridade Social) in Brazil.

There were no material restrictions on ownership and disposal with respect to the other receiv-
ables and assets reported. There were no impairments.

GRAMMER

EURK
December 31, December 31,
2023 2022
Cash and short-term deposits 131,005 108,587
Bank overdrafts (including current liabilities under
factoring contracts) -79,554 -73,038
Cash and cash equivalents 51,451 35,549
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Subscribed capital

As of December 31, 2023, the subscribed capital of GRAMMER AG amounted to EUR 39,000
thousand (2022: EUR 39,009 thousand) and was divided into 15,237,922 (2022:15,237,922)
no-par value shares. All shares accord the same rights. The shareholders have a right to
payment of the approved dividend (with the exception of the Company’s own shares) and may
exercise one vote for each share at the Annual General Meeting.

Capital reserve

The capital reserve totaled EUR 162,947 thousand as of December 31, 2023 (2022: EUR 162,947
thousand]. It includes premiums from the capital increases in 1996, 2001, 2011, 2017 and 2020,
less transaction costs.

Oown shares

As of December 31, 2023, GRAMMER AG holds a total of 330,050 shares as own shares, all of
which were acquired in 2006 for a total purchase price of EUR 7,441 thousand. These shares
have a total value of EUR 844,928 and represent 216690 (2022: 2.166%0) of the share capital.

On August 16, 2006, the Executive Board of GRAMMER AG decided to make use of the authoriza-
tion of the Annual General Meeting of June 28, 2006 to acquire own shares in accordance with
section 71 (1) number 8 AktG. The Company was authorized by its shareholders to acquire up
to 109 of its share capital, i.e. up to 1,049,515 of its own shares. The share repurchase is for the
purposes set out in the resolution adopted by the Annual General Meeting, which provides for
both the acquisition of companies or participating interests, sale through the stock exchange
or through an offer directed to all shareholders as well as the recall of shares. This authorization
was valid from August 16, 2006 until December 1, 2007. The repurchase of the shares under this
Executive Board resolution complied with the safe haven rules of sections 14 (2), 20a (3) of the
old version of German Securities Trading Act (WpHG) in conjunction with Commission Regulation
(ECIn0.2273/2003 dated December 22,2003. The 330,050 shares were purchased on the stock
exchange at the price specified in the resolution of the Annual General Meeting. The Executive
Board has not yet proposed how the shares will be utilized.

As of December 31,2023 15,237,922 (2022:15,237,922) ordinary shares were outstanding.
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Retained earnings
Retained earnings comprises the statutory reserve of GRAMMER AG, which totaled EUR 1,183
thousand on both December 31,2023 and 2022. and is not available for the payment of dividends.

Retained earnings additionally include income earned in the past by the consolidated companies
not paid out as dividends. They increased from EUR 122,276 thousand to EUR 124,075 thousand
due to the positive result after taxes of EUR 1,799 thousand attributable to the shareholders
of the parent company. In the previous year, this figure included the net loss after taxes of
EUR 78,405 thousand.

Cumulative other comprehensive income

Accumulated other comprehensive income mainly comprises adjustments arising from the cur-
rency translation of the financial statements of foreign subsidiaries and the effects of the subse-
guent measurement of financial instruments in equity, as well as the related deferred taxes.

In addition, it includes changes in connection with actuarial gains and losses in accordance with
IAS 19 and the tax payable on these as well as cumulative foreign-currency translation effects in
connection with the loans classified as net investments in a foreign operation in accordance with
IAS 21 and the tax payable on these.

Hybrid loan

On March 30,2020, a subordinated hybrid loan of EUR 19,148 thousand was granted indefinitely by
Ningbo Jifeng Auto Parts Co., Ltd., a member of the Ningbo Jifeng Group (the majority shareholder
of GRAMMER AG), to one of GRAMMER AG’s Chinese subsidiaries, GRAMMER Interior (Shanghai) Co.,
Ltd,, China. The hybrid loan has an indefinite term and was paid out in full to this subsidiary.

The hybridloanbearsinterest at 3%o p.a. and is not contractually limited inits term. The hybrid loan
is allocated to the subsidiary’s equity in accordance with IAS 32. It is at the sole discretion of the
subsidiary to decide whether and when to repay the hybrid loan. The lender, Ningbo Jifeng Auto
Parts Co., Ltd., has no ordinary right to terminate the loan agreement and unilaterally demand
repayment of the loan. The timing of interest payments under the hybrid loanis determined solely
at the discretion of GRAMMER.

On October 31, 2023, a subordinated hybrid loan was granted indefinitely by Ningbo Jifeng
Auto Parts Co,, Ltd., a member of the Ningbo Jifeng Group (the majority shareholder of GRAMMER
AG), to one of GRAMMER AG’s Chinese subsidiaries, GRAMMER (China) Holding Co., Ltd., China,
to further strengthen the equity base. The equivalent of EUR 19,071 thousand was paid out on
November 16, 2023. The hybrid loan has an indefinite term and was paid out in full to this subsidiary.
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The hybrid loan bears interest at 6.0% p.a. and is not contractually limited in its term. The hybrid
loanis allocated to the subsidiary’s equity in accordance with IAS 32. It is at the sole discretion of
the borrower to decide whether and when to repay the hybrid loan. The lender, Ningbo Jifeng Auto
Parts Co,, Ltd,, has no ordinary right to terminate the loan agreement and unilaterally demand
repayment of the loan. The timing of interest payments under the hybrid loan is determined solely
at the discretion of GRAMMER.

As of April 20, 2023, the compensation claims from the hybrid loan in 2020, comprising interest
accrued for the period from March 30, 2022 to March 29, 2023 and equivalent to EUR 598 thou-
sand (2022: EUR 648 thousand), were paid to the hybrid loan lender, Ningbo Jifeng Auto Parts Co.,
Ltd., a member of the Ningbo Jifeng Group (the majority shareholder of GRAMMER AG). The hybrid
loan of EUR 38,795 thousand reported in equity as of December 31, 2023 is composed of
the hybrid loan from 2020 in the amount of EUR 19,610 thousand plus interest accrued since
March 30, 2023 of EUR 569 thousand (2022: EUR 462 thousand), less the distribution of
EUR 598 thousand, and of the hybrid loan from 2023 in the equivalent amount of EUR 19,071 thou-
sand plusinterest accrued since October 31, 2023 of EUR 143 thousand.

Non-controlling interests

Non-controlling interests in equity relate primarily to shareholders in GRAMMER Koltuk Sistemleri
Sanayive Ticaret A.S,, Turkey, GRAMMER AD, Bulgaria, GRAMMER Seating (Shaanxi] Co. Ltd., China,
GRAMMER Argentina S.A., Argentina, Changchun GRAMMER FAWSN Vehicle Parts Co., Ltd., China
and GRAMMER Vehicle Parts (Harbin) Co., Ltd., China. In April, the shareholders resolved toincrease
the capital of Grammer Vehicle Parts (Harbin) Co,, Ltd. As the capital increase was resolved in
proportion to the previous interests, GRAMMER’s 609 interest in the capital is unaffected. On
July 28,2023, the minority shareholder made a payment of the equivalent of EUR 8,121 thousand.
In addition, a further capital increase attributable to minority interests was resolved, which had
not yet been paid in as at the balance sheet date and was therefore not reported in the balance
sheet. As the shares in GRAMMER Vehicle Parts (Qingdao) Co., Ltd., China, are held by GRAMMER
Vehicle Parts (Harhbin) Co., Ltd., its components of profit or loss are still attributable to non-
controlling interests on a pro rata basis. GRAMMER AG indirectly controls Changchun GRAMMER
FAWSN Vehicle Parts Co., Ltd. with an equity interest of 4990, as GRAMMER AG is entitled to
5190 of voting rights in accordance with the partnership agreement. Non-controlling interests
totaled EUR 10,615 thousand as of December 31, 2023 (2022: EUR 1,694 thousand). With effect
from January 18, 2024, GRAMMER’s interest in Changchun GRAMMER FAWSN Vehicle Parts Co.,
Ltd. increased to 100%o.
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Authorizations

In accordance with a resolution passed at the Annual General Meeting of June 23, 2021, the Exec-
utive Board’s autharization, included in article 5 (3) of the articles of association subject to the
Supervisory Board’s approval, to increase the Company’s share capital once or repeatedly by a
total up to EUR 9,402,263.04 in return for contributions in cash and/or in kind until July 7, 2025
(Authorized Capital 2020), was canceled. In addition, a resolution authorized the Executive Board,
subject to the Supervisory Board’s approval, to increase the Company’s share capital once or
repeatedly by a total of up to EUR 19,504,537.60 by issuing bearer shares on a cash and/or non-
cash basis on or before June 22, 2026 (Authorized Capital 2021). In principle, shareholders are to
be granted subscription rights; the statutory subscription right may also be granted in such a way
that the new shares are taken up by one or more bank(s) or equivalent companies pursuant to
Section 186 (5) sentence 1 of the AktG (German Stock Corporation Act) with the obligation to offer
them to shareholders for subscription. The Executive Board was authorized to disapply share-
holder’s pre-emptive rights under certain conditions, within defined limits and with the approval of
the Supervisory Board. Authorized Capital 2022 as of December 31, 2023 was unchanged at
EUR19,504,537.60.
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The GRAMMER Group has defined benefit plans, mostly in Germany.

Provisions for retirement benefit obligations are calculated on the basis of benefit plans for the
provision of old-age, invalidity and surviving dependents benefits. Benefits paid by the Group
vary in accordance with the legal, tax and economic factors in the relevant countries and
generally depend on the length of employment and the remuneration paid to the employee.

In the case of the foreign subsidiaries, the provisions primarily contain other post-employment
benefits.

The present value of the defined benefit obligations and the related current and past service
cost have been calculated in accordance with IAS 19 (revised 2011) using the projected unit
credit method. Under this method, the necessary expense for the accrued benefits is allocated
to the period which is attributable to the unit of accrued benefits arising in the year in question
in the light of vesting conditions.

When retirement benefit obligations are measured, assumptions regarding the relevant factors

affecting the amount of the benefit are made. These assumptions are based on actuarial
calculations performed by an actuary for the GRAMMER Group.

GRAMMER

The calculation of the defined benefit obligation (DBO) for retirement benefit commitments is
based primarily on the following actuarial assumptions:

DBO measurement parameters

in %o

2023 2022
Interest rate 3.30 370
Salary trend 250 250
Income trend for individual commitments 2.50 2.50
Inflation rate/pension trend 2.00 2.00
Measurement parameters for other benefits
in %o

2023 2022
Interest rate 3.30-25.00 3.70-19.22
Salary trend 2.50-5.80 2.50-5.80
Inflation rate 2.00-20.77 2.00-15.19

The measurement parameters also include liabilities from other countries that tend to have
higher interest rates than Germany due to different structures. For example, the interest rate in
Mexicois10.3%o (2022:8.0%0) and in Turkey 25.0%0 (2022:19.2%0), while the salary trend in Mex-
icois 5.89%0 (2022: 5.890) and Turkey has an inflation rate of around 20.8%o (2022: 15.2%0).

Asinthe previous year, the Aon Solutions Germany GmbH, Haomburg, interest rate was applied in
2023. Thisinterestrateis derived from the vested obligations in the light of the specific structure
of the payment flows. The calculation is based on the GRAMMER companies’ retirement benefit
obligations which underlie the retirement benefit provisions as of December 31.

The calculation of the interest rate is based on the yield structure curve of investment-grade
EUR-denominated corporate bonds, the coupon yields of the “iBoxx € Corporates AA” index for
various maturity classes and the yield structure curve for (fictitious) zero-coupon bonds with
no credit risk (source: Deutsche Bundesbank). The calculations are performed on the basis of
the end-of-day prices as of December 31, 2023.
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Mortality and disability are calculated on the basis of the 2018 G Heubeck biometric tables
or comparable foreign mortality tables. The inflation rate/pension trend remains on a par
with the previous year at 2.0% (2022: 2.0%0). The probability of fluctuation was computed
specifically for the Group.

In 2023, annuities were paid on retirement benefit commitments in an amount of EUR 3,038
thousand (2022: EUR 3,455 thousand). Other post-employment benefits paid totaled EUR 2,036
thousand (2022: EUR 66 thousand).

The following amounts were recognized in the income statement:

EURK
Pension plan Other benefits

2023
Service cost 2,696 880
Current service cost 2,910 880
Past service cost -214 0
Net interest expense 4,621 777
Service cost and net interest expense 7,217 1,657

EURK
Pension plan Other benefits

2022
Service cost 3,601 168
Current service cost 3,597 168
Past service cost 4 0
Net interest expense 1,974 570
Service cost and net interest expense 5,575 738

Service costincludes current and past service cost. Past service cost corresponds to the gains
or losses from plan adjustments or curtailments which are recognized immediately upon arising.
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As there are no plan assets for funding future retirement benefit obligations under defined be-
nefit plans, net interest expense for the defined benefit plans is identical to interest expense.

Service costis generally contained in personnel costs in the different segments; interest expense

for pension commitments is recognized in the financial result.

The following items were recorded within other comprehensive income:

EURK

Pension plan Other benefits
2023
Cumulative amount recognized in other
comprehensive income as of January 1, 2023 32,290 2,228
Amount recognized in the year under review 6,477 19
Cumulative amount recognized in other
comprehensive income as of December 31, 2023 38,767 2,247
EURK

Pension plan Other benefits
2022
Cumulative amount recognized in other
comprehensive income as of January 1, 2022 66,591 0
Amount recognized in the year under review -34,301 2,228
Cumulative amount recognized in other
comprehensive income as of December 31, 2022 32,290 2,228
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The changes in the present value of the defined benefit obligations break down as follows:

EURK
Pension plan Other benefits
Amount on January 1, 2023 120,282 4,702
+Service cost 2,606 880
+Interest expense 4,521 777
Changes in estimates: gains (-)/losses (+) 6,643 19
Changes in demographical assumptions -5
Changes in financial assumptions 6,211
Changes based on historical data 337 16
- Actual payments -3,038 -2,036
- Disposal of obligations -307 81
Exchange rate differences -54 -1,5695
As of December 31, 2023 129,743 2,828
Amount on January 1, 2022 152,723 2,812
+ Service cost 3,601 168
+Interest expense 1,974 570
Changes in estimates: gains (-)/losses (+) -34,629 2,227
Changes in demographical assumptions -23 125
Changes in financial assumptions -40,831 163
Changes based on historical data 6,225 1,939
- Actual payments -3,455 -66
- Disposal of obligations 4 -2
Exchange rate differences 64 -1,007
Amount on December 31, 2022 120,282 4,702
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In the past, retirement benefits for the members of the Executive Board took the form of a capi-
tal account plan, to which the Company added an annually calculated amount for each member
of the Executive Board.

Adefined benefit planin different forms applies to employees at German sites and members who
have already left the Executive Board. In this context, a Contractual Trust Agreement remains in
place.

As of December 31, 2023, the capital payments deposited in the Contractual Trust Agreement
thus amounted to EUR 9,646 thousand (2022: EUR 7,819 thousand), which also includes an amount
of EUR 2,543 thousand (2022: EUR 2,497 thousand) for former members of the Executive Board
and management. This capital benefit represents plan assets and is netted with the retirement
benefit obligations reported in the statement of financial position. The assets of the contractual
trust agreement have beeninvested in a fund comprising global shares, fixed-income securities
and cash. The funds are exposed to the general risks of the equity and fixed-income markets.

Changes in the fair value of the plan assets are shown in the following table:

EURK

2023 2022
Fair value of plan assets on January 1 7,819 6,562
Interest income on plan assets 285 78
Adjustments 66 -327
Contributions to plan assets 1,476 1,506
Fair value of plan assets on December 31 9,646 7,819

The material actuarial assumptions used to calculate the defined benefit obligation entail the
discount rate, expected salary increases and mortality. The following sensitivity analyses have
been performed in the light of the possible changes which may reasonably occur in the individual
assumptions as of the reporting date, with all other assumptions remaining constant.
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Discount factor

EURK
2023 2023 2022 2022
1900 1%/ 19/ 1o
reduction increase reduction increase
Effect on DBO 18,181 -14,595 16,907 -13,598
Effect on current
service cost 204 -158 190 -150
Effect on netinterest
expense -724 514 -612 429
Future salary increases
EURK
2023 2023 2022 2022
0.5%o0 0.5%o0 0.5%0 0.5%o0
reduction increase reduction increase
Effect on DBO -1,320 1,429 -1,263 1,356
Inflation rate
EURK
2023 2023 2022 2022
0.5% 0.5%o0 0.5%o0 0.5%o0
reduction increase reduction increase
Effect on DBO -6,397 6,995 -5,866 6,408
Mortality rate
EURK
2023 2023 2022 2022
1090 1090 109 1090
reduction increase reduction increase
Effect on DBO 3,690 -3,300 3,284 -2,947
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Asmost of the defined benefit obligations relate to the German companies, the sensitivity analysis
is confined to these companies.

In the above sensitivity analyses, the present value of the defined benefit obligation was calcu-
lated using the projected unit credit method as of the reporting date, i.e. the same method as that
used to calculate the defined benefit liability recorded in consolidated balance sheet.

It can be assumed that the above sensitivity analysis is not representative of the actual change
which would occur in the defined benefit obligation as it is unlikely for deviations from the as-
sumptions applied to arise in isolation in view of the fact that some of the assumptions are linked

to each other.

The following table sets out the expected future cash outflows for the existing pension plans:

Expected cash outflows

EURK
Expected cash Expected cash
outflows in 2023 outflows in 2022
Short-term (<1 year) 4,619 4,305
Medium-term (1to 5 years) 19,696 18,382
Long-term (>5 years) 05,087 00,421
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Financial liabilities break down as follows:

EURK

Current Non-current Total
2023
Bank overdrafts (including current liabilities
under factoring contracts) 79,5654 0 79,554
Loans 199,235 89,650 288,885
Bonded loans 7,839 77,375 85,214
Financial liabilities 286,628 167,025 453,653
EURK

Current Non-current Total
2022
Bank overdrafts (including current liabilities
under factoring contracts) 73,038 0 73,038
Loans 222,046 73,461 296,407
Bonded loans 2,176 84,346 86,522
Financial liabilities 298,160 157,807 455,967

One key element of 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 a credit facility for financing the TMD acquisition in the amount of USD
80.0 million (Tranche B), which was repayable in installments over four years and was repaid as
scheduled in 2022. In addition, the existing syndicated loan under the KfW program “Direct Par-
ticipation 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 term in an amendment agreement and
was prematurely extended in June 2022 until February 10, 2025 against the backdrop of the
challenging economic environment, meaning that GRAMMER's liquidity is secured on a sustained
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basis. Furthermore, GRAMMER AG received an additional Tranche D of EUR 31.5 million from selected
core banks under the syndicated loan agreement in the 2022 financial year. This additional
tranche D was utilized as refinancing for a maturing borrower’s note loan of the same amount. It
is partly repayable in installments until maturity on February 10, 2025.

The euro credit facility under Tranche A was provided by five core banks and can be drawn on
either as an overdraft facility or in the form of fixed-rate loans with interest periods of up to six
months. Interest is charged on the basis of a money market rate plus a fixed margin. A small
number of key GRAMMER companies are liable for the entire syndicated loan via guarantees.

Details on the financial covenants can be found in Note 30 “Capital management”. Qualitative
information on the assessment of the nature and extent of risks associated with financial
instruments to which GRAMMER is exposed as of the reporting date can be found in Section 3
“Opportunity and risk report” in the GRAMMER Group Management Report.

In addition, long-term mortgage-backed fixed-rate (development) loans with a carrying amount
of EUR 31.3 million (2022: EUR 371 million) were taken out to finance the construction of the new
GRAMMER campus.

Overdrafts

Overdrafts are primarily amounts drawn under corresponding credit facilities as well as current
bank borrowings under factoring agreements due for settlement within a very short space of
time.

Loans
This item includes short and medium-term bilateral loans. Depending on the facility, the loans
are structured to allow revolving utilization.

Bonded loans

In addition to deferred interest and the discount, this item includes bonded loans and private
placements of EUR 85.2 million (2022: EUR 84.5 million). The amount of the bonded loans declined
slightly due to currency effects. The bonded loans have fixed or variable interest rates and differ-
ing maturity dates until 2031. Deferred interest for the existing bonded loans is included in the cur-
rent part. EUR 6.9 million was reclassified from non-current to current bonded loans due to their
maturity.
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Reconciliation of changes in financial liabilities for the financial year ending December 31, 2023

EURK

Change recognized in
the cash flow

Change due to currency

Other non-cash

December 31, 2022 statement Reclassification translation effects changes December 31, 2023
Current financial liabilities 225,122 -23,239 6,766 -277 -1,299 207,073
Current financial liabilities
from leases 16,668 -22,273 18,005 -547 4,769 16,622
Non-current financial liabilities 157,807 15,500 -6,766 -163 647 167,025
Non-current financial liabilities
fromleases 63,211 0 -18,005 -1,038 10,750 54,918
Total 462,808 -30,012 0 -2,025 14,867 445,638
Reconciliation of changes in financial liabilities for the financial year ending December 31, 2022
EURK

Change recognized in
the cash flow Change due to currency Other non-cash

December 31, 2021 statement Reclassification translation effects changes December 31, 2022
Current financial liabilities 194,342 -8,393 35,056 2,054 263 225,122
Current financial liabilities
fromleases 16,269 -21,180 19,041 185 2,353 16,668
Non-current financial liabilities 182,036 11,669 -35,056 410 -352 157,807
Non-current financial liabilities
fromleases 68,719 0 -19,041 1,659 11,974 63,211
Total 461,366 -17,904 0 5,108 14,238 462,808
Inline with the presentation of changes in financial liabilities in the consolidated statement of cash
flows, the current liabilities shownin the table do not include current account overdrafts or current
liabilities under factoring agreements with banks. The other non-cash changes arise from changes
in discounts and interest.
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Provisions break down as follows:

EURK
Amounts not Effects from Amount on Current
Amount on used and written exchange rate December 31, provisions
January 1, 2023 Addition Utilization back  Reclassification differences 2023 2023
Market-related provisions 21,905 14,175 -12,756 -3,828 -355 -859 18,282 18,282
Obligations relating to personnel 7,487 3,291 -1,691 -882 226 -24 8,507 8,607
Other provisions 2,679 4,844 -3,508 -1,838 129 -73 2,233 2,233
Provisions 32,071 22,310 -17,855 -6,548 0 -956 29,022 29,022
EURK
Amounts not Effects from Amount on Current
Amount on used and written exchange rate December 31, provisions
January 1, 2022 Addition Utilization back  Reclassification differences 2023 2022
Market-related provisions 43,387 15,263 -26,818 -10,085 0 158 21,905 21,905
Obligations relating to personnel 6,734 2,689 -1,302 -635 0 1 7,487 7,487
Other provisions 2,489 1,749 -877 =776 0 Q4 2,679 2,679
Provisions 52,610 19,701 -28,997 -11,496 0 253 32,071 32,071

Market-related obligations include provisions for post-development risks from the sale of parts
and products. For the most part, this comprises warranty claims calculated on the basis of
previous claims and estimated future claims. These encompass Group liability for the proper
functioning of the products sold and obligations to compensate buyers for damages and costs
caused by use of the products. In addition, provisions for impending losses from onerous
contracts from series development are included. The additions relate to provisions for warranties
of EUR 5,882 thousand (2022: EUR 4,604 thousand) and provisions for impending losses from
onerous contracts from series development of EUR 5,692 thousand (2022: EUR 4,771 thousand).
The utilizations relate to provisions for warranties of EUR 4,476 thousand (2022: EUR 15,672 thou-
sand) and provisions for impending losses from onerous contracts from series development of
EUR 5,986 thousand (2022: EUR 7,592 thousand). Unused reversed amounts of EUR 844 thou-
sand (2022: EUR 5,125 thousand) relate to provisions for warranty claims and of EUR 2,334 thou-
sand (2022: EUR 4,745 thousand]) relate to provisions for price differences.

GRAMMER

Personnel provisions contain obligations related to personnel and social benefits such as
anniversary bonuses. As of December 31, 2023, they include restructuring provisions of
EUR 1,365 thousand (2022: EUR 2,133 thousand). This item essentially declined as a result of
utilizations.

Other provisions refer to a number of identifiable specific risks and contingent liabilities,
for instance provisions for litigation costs, which are recognized at their probable amounts.
With an amount of EUR 4,554 thousand (2022: EUR 1,462 thousand), the majority of the additions
relates to other provisions.
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Trade accounts payable break down as follows:

EURK
December 31, December 31,
2023 2022
Non-current trade accounts payable 1,474 1,801
Current trade accounts payable 404,051 306,087
Trade accounts payable 405,525 307,888

Trade accounts payable relate to include outstanding obligations in connection with the Group’s
provision of goods and services. Outstanding invoices and liabilities for goods received are rec-
ognized in trade accounts payable in accordance with their nature. Generally, trade accounts
payable are non-interest-bearing and have a term of up to 90 days. In particular, the non-current
trade accounts payable include aliability under a hire purchase contract with aterm of five years.
Trade accounts payable are subject to the supplier’s customary retention of title.

GRAMMER

Other financial liabilities break down as follows:

EURK
December 31, December 31,
2023 2022
Derivative financial liabilities 1,069 0
Liabilities from leases 16,622 16,668
Liabilities to associated companies 1,002 330
Miscellaneous other current financial liabilities 4,386 1,673
Other current financial liabilities 23,169 18,671
Derivative financial liabilities 303 0
Liabilities from leases 54,018 63,211
Other non-current financial liabilities 55,221 63,211

Other financial liabilities mainly comprise non-current and current liabilities from leases. The
decline in comparison to 2022 resulted from the reduction of non-current lease liabilities due to
scheduled repayments which considerably exceeds the increase from renewing existing leases

and concluding new ones.
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Other liabilities break down as follows:

EURK
December 31, December 31,
2023 2022
Other liabilities 71,451 79,729
of which personnel-related liabilities 32,320 36,028
of which liabilities for consulting 2,373 2,168
Liabilities from other taxes and charges 10,377 14,530
Prepayments received 2,783 5,004
Social security obligations 7,038 6,857
Deferred income 1,827 2,027
Other current liabilities 93,476 108,207
Prepayments received 0 408
Other non-current liabilities 0 408
Other liabilities 93,476 108,615

Social security obligations are largely obligations to social security agencies. Other liabilities
mainly comprise liabilities to employees from outstanding annual leave, overtime, flex-time or
similar benefits. The item also includes liabilities relating to value-added tax and for short-term
accrued expenses.
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The cash flow statement presents the Group’s cash flow situation broken down into cash inflows
and outflows from operating activities, investing activities and financing activities, irrespective
of the balance sheet classification of the respective items. Cash flow from operating activities is
derived indirectly from net profit before taxes, whichis adjusted for non-cash expenses (primar-
ily depreciation, amortization and impairment) and income. Cash flow from operating activities is
calculated under consideration of the change in working capital. Investing activities comprise
payments for property, plant and equipment, intangible assets and financial assets, but not addi-
tions of right-of-use assets. Financing activities include cash outflows for dividend payments,
changes to other financial liabilities and lease liabilities and cash outflows for the hybrid loan
lender’s compensation claims. In 2023, these also included cash inflows from the new hybrid loan
granted by the main shareholders and from a capital increase by the minority shareholders.
In 2023, there were no special items to be taken into account in the cash flow from investing
activities. At the GRAMMER Group, cash and cash equivalents consist of cash and short-term
money market funds, less bank overdrafts (including current liabilities under factoring contracts)
to banks.

Some GRAMMER Group companies are involved in legal disputes or could be involved in other
legal disputes. This could bring about claims for compensation or other claims. Suitable amounts
and, where necessary, receivables frominsurers are recognized for these receivables and claims.

An American subsidiary of GRAMMER AG has been and s still defendant in several lawsuitsinthe
United States, one of which has been filed as a class action. Under the lawsuits, claims are being
asserted for allegedly defective products. The amount in dispute has not been set. GRAMMER
successfully had some more of these actions dismissed in the reporting year. GRAMMER is
defending itself against the other actions that are still pending, although the outcome of the
proceedings cannot be foreseen at present.

There are not currently any further pending lawsuits or legal action that could significantly impact
GRAMMER’s economic position, nor have there been any in the past.
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Contingent liabilities break down as follows: Information on the Group structure, subsidiaries and the parent company can be found in Note

3.
EURK
2023 2022 Terms of related party transactions
cuarantees 037 746 This section describes the sales to and purchases from related parties on arm’s length terms.

Outstanding amounts at the end of the financial year are unsecured, non-interest bearing and
are settled by cash payment. No guarantees exist for receivables from or liabilities to related
Guarantees have beenissued primarily as performance bonds. parties. Animpairment testis performed annually by reviewing the financial position of the related
party and the market in which it operates. As in the previous year, no impairment losses were
recognized on accounts receivable from related parties as of December 31, 2023.

The following table specifies the amounts of transactions between related parties for the reporting
year:
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EURK

Related parties

Sales to related parties

Purchases from related parties

Accounts receivable
from related parties

Accounts payable
to related parties

2023 13,789 0 3,861 0
GRA-MAG Truck Interior Systems LLC
2022 13,120 0 7,697 0
i ) 2023 802 8,115 251 2,750
Ningbo Jifeng Auto Parts Co., Ltd.
2022 881 5,453 64 1,494
i _ } 2023 0 356 0 356
Jifeng Automotive Interior GmbH
2022 0 0 0 0
) . ) 2023 2,323 77 139 2
Jifeng Automotive Interior CZ s.r.o.
2022 1,675 133 137 40
i ) 2023 0 4,303 0 720
Ningbo Jifeng Technology Co., Ltd.
2022 0 4,404 0 1,439
A ' A 2023 0 1,535 0 -2
Ningbo Jiye Trading Co., Ltd.
2022 0 3,330 0 1,607
o 2023 0 34 0 22
Tianjin Jifeng Auto Parts Co., Ltd.
2022 0 65 0 18
Jifeng Seating (Hefei) Co,, Ltd. 2023 229 1,595 5 734
(formerly Hefei Jiye Auto Parts Co., Ltd.) 2022 3,335 77 7 0
2023 0 107 0 0
Hefei Jifeng Auto Parts Co,, Ltd.
2022 0 258 0 Q5
) 2023 0 585 0 9
Shenyang Jifeng Auto Parts Co., Ltd.
2022 0 592 0 0
‘ ' , 2023 24 0 0 0
Jifeng Seating Shanghai Co,, Ltd.
2022 0 0 0 0
2023 17 0 0 0
Ningbo Jixin Auto Parts Ltd. Co.
2022 0 0 0 0
AllyGram Systems and Technologies 2023 0 4,369 0 1,095
Private Limited 2022 0 3,542 0 340
2023 1,072 0 466 0
GRAMMER Vehicle Parts (Tianjin) Co., Ltd.
2022 0 0 0 0
i 2023 2,669 0 2,609 0
GRAMMER Vehicle Parts (Changchun) Co,, Ltd.
2022 0 0 0 0
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GRA-MAG Truck Interior Systems LLC

The Group holds an interest of 5090 in the capital of GRA-MAG Truck Interior Systems LLC
(2022: 509/0). GRA-MAG Truck Interior Systems LLC had 48 employees as of December 31,2023
(2022:51). The accounts receivable from GRA-MAG Truck Interior Systems LLC included a loan of
EUR 2,702 thousand (2022: EUR 5,680 thousand) as of December 31, 2023.

Ningbo Jihong Investment Co., Ltd.

Ningbo Jihong Investment Co,, Ltd., Ningbo City, China is the ultimate parent company of GRAMMER AG.
There are no arrangements with Ningbo Jihong Investment Co., Ltd. for the delivery of goods and
services. Inaccordance with the last received voting-right notifications in accordance with sec-
tion 40 WpHG dated December 11, 2019, Ms. Bifeng Wu in conjunction with Yiping Wang and Jimin
Wang (Wang family] is the ultimate controlling party of the GRAMMER Group.

Ningbo Jifeng Auto Parts Co., Ltd. / Jiye Auto Parts GmbH / Jifeng Automotive Interior GmbH /
Jifeng Automotive Interior CZ s.r.o. / Ningbo Jifeng Technology Co., Ltd. / Ningbo Jiye Trading Co.,
Ltd. / Tianjin Jifeng Auto Parts Co., Ltd. / Jifeng Seating (Hefei) Co., Ltd. (formerly Hefei Jiye Auto
Parts Co., Ltd.) / Hefei Jifeng Auto Parts Co., Ltd. / Shenyang Jifeng Auto Parts Co., Ltd. / GRAM-
MER Vehicle Parts (Tianjin) Co., Ltd. / GRAMMER Vehicle Parts (Changchun) Co., Ltd.

Jifeng Automotive Interior CZ s.r.0., Ceskd Lipa, Czech Republic, Jiye Auto Parts GmbH, Frankfurt
a.M., Germany, Jifeng Automotive Interior GmbH, Kitzingen, Ningbo Jifeng Technology Co., Ltd,,
Ningbo City, China, Ningbo Jiye Trading Co., Ltd., Ningbo City, Ching, Tianjin Jifeng Auto Parts Co.,
Ltd,, Tianjin, Ching, Jifeng Seating (Hefei) Co., Ltd. (formerly Hefei Jiye Auto Parts Co., Ltd.]), Hefei,
China, Hefei Jifeng Auto Parts Co,, Ltd., Hefei, China, Shenyang Jifeng Auto Parts Co., Ltd., Shen-
yang, China and GRAMMER Vehicle Parts (Tianjin) Co,, Ltd., Tianjin, China and GRAMMER Vehicle
Parts (Changchun) Co. Ltd,, Changchun, China, which were newly established in 2023, as well
as the direct parent company of GRAMMER AG (Jiye Auto Parts GmbH) are controlled by Ningbo
Jifeng Auto Parts Co., Ltd. GRAMMER maintains direct relations for the delivery of goods and
the provision of services with these companies. There is a cost coverage agreement between
Ningbo Jifeng Auto Parts Co., Ltd. and GRAMMER AG, in particular for the reimbursement of
expenses incurred in the provision of information to the Ningbo Jifeng Group in connection with
the preparation of the annual financial statements. In 2023, GRAMMER AG invoiced Ningbo
Jifeng Auto Parts Co, Ltd. for internal and external costs totaling EUR 355 thousand (2022:
EUR 163 thousand). No other rechargeable costs arose in 2023. Accordingly, all internal costs
and all external costs were recharged in full by GRAMMER AG. Internal costs are determined on
the basis of the hours worked by the department concerned and external costs incurred.
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0On March 30, 2020 and October 31, 2023, hybrid loans of EUR 19,148 thousand and EUR 19,071
thousand were granted by Ningbo Jifeng Auto Parts Co,, Ltd. to Chinese subsidiaries of GRAMMER
AG. The hybrid loans were concluded for an indefinite term and are classified as equity. As of April
20, 2023, the compensation claims from the hybrid loan in 2020, comprising interest accrued
for the period from March 30, 2022 to March 29, 2023 and equivalent to EUR 598 thousand,
were paid to the hybrid loan lender. The balance of the hybrid loans as of December 31, 2023 is
EUR 38,795 thousand due to interest accrued since March 30, 2023.

Ningbo Jifeng Auto Parts Co., Ltd. granted a EUR 7,757 thousand loan to a GRAMMER subsidiary,
GRAMMER (China) Holding Co., Ltd., Ching, on September 20, 2023. The loan was fully repaid on
November 17, 2023.

There is a sales cooperation agreement between Ningbo Jifeng Auto Parts Co., Ltd. and GRAM-
MER AG. There are no direct service relationships between Ningbo Jifeng and GRAMMER AG as a
result of the joint purchasing activities. Ningbo Jifeng Auto Parts Co., Ltd. and GRAMMER AG have
entered into a cooperation agreement to develop and produce automotive interior components
and armrests for the Chinese market. This is settled using the unit price for the goods supplied
as part of the cooperation.

Aproxy voting agreement was entered into between Shanghai Jifeng Seating Co., Ltd. and GRAM-
MER (China) Holding Co,, Ltd. in the reporting year. Under this agreement, Shanghai Jifeng Seat-
ing Co., Ltd. exercises shareholder rights of GRAMMER (China) Holding Co., Ltd. with re-
spect to two subsidiaries of the joint venture GRAMMER Vehicle Parts (Harbin) Co., Ltd., in which
GRAMMER (China) Holding Co., Ltd. holds a 60%o interest, and GRAMMER (China) Holding Co., Ltd.
is required to follow instructions issued in this regard. This proxy voting agreement does
not result in any direct service relationships between Shanghai Jifeng Seating Co., Ltd. and
GRAMMER (China) Holding Co., Ltd.

AllyGram Systems and Technologies Private Limited

The Group holds aninterest of 30%o in the capital of AllyGram Systems and Technologies Private
Limited (ALLYGRAM). ALLYGRAM provides development services for GRAMMER Group, which are
invoiced on the basis of hourly rates. ALLYGRAM had 116 (2022: 101) employees as of December
31,2023.

Disclosures relating to the Executive Board/Supervisory Board

No companies in GRAMMER Group entered into any significant transactions with members of the
Executive Board or the Supervisory Board of GRAMMER AG or with any companies on whose man-
agement or supervisory boards such persons are represented. This also applies to family members
of such persons. The remuneration of the Management Board is presented in Note 32.
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The following table shows all financial instruments of the Group recognized in GRAMMER AG,
classified according to measurement category, carrying amount and fair value:

EURK
Measurement cate- Carrying amount Measured in Fair value on
gory in accordance on December 31, accordance with December 31,
with IFRS 9 2023 Measured in accordance with IFRS 9 IFRS 16 2023
Fair value through
other comprehen-  Fair value through
Amortized cost sive income profit or loss
Assets
Cash and short-term deposits FAAC 131,005 131,005 131,005
Trade accounts receivable FAAC 288,474 288,474 288,474
Other financial assets
Loans and receivables FAAC 11,214 11,214 11,214
Investments in associates FVOCI 8,048 8,048 8,948
Financial assets held for trading FVtPL 509 509 509
Derivatives with hedge relationship n.a. 2,095 2,005 2,995
Equity and Liabilities
Trade accounts payable FLAC 405,525 405,525 405,400
Current and non-current financial liabilities FLAC 453,653 453,653 436,914
Other financial liabilities
Other financial liabilities FLAC 5,478 5,478 5,478
Liabilities from leases n.a. 71,540 71,540 71,540
Derivatives with no hedge relationship FLtPL 193 193 193
Derivatives with hedge relationship n.a. 1,179 1,179 1,179

GRAMMER
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EURK

Measurement cate- Carrying amount Measured in Fair value on
gory in accordance on December 31, accordance with December 31,
with IFRS 9 2023 Measured in accordance with IFRS 9 IFRS 16 2023
Fair value through
other comprehen-  Fair value through
Amortized cost sive income profit or loss
of which aggregated by category in
accordance with IFRS 9:
Assets
Financial assets at amortized cost FAAC 430,693 430,693 430,693
Financial assets at fair value through
other comprehensive income FVOCI 8,048 8,048 8,948
Financial assets at fair value through
profit and loss FVtPL 509 509 509
Equity and Liabilities
Financial liabilities at amortized cost FLAC 864,656 864,656 847,792
Financial liabilities at fair value through
profit and loss FLtPL 193 193 193

GRAMMER
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EURK

Measurement cate- Carrying amount Measured in Fair value on
gory in accordance on December 31, accordance with December 31,
with IFRS 9 2022 Measured in accordance with IFRS 9 IFRS 16 2022
Fair value through
other comprehen-  Fair value through
Amortized cost sive income profit or loss
Assets
Cash and short-term deposits FAAC 108,587 108,587 108,587
Trade accounts receivable FAAC 256,712 256,712 256,712
Other financial assets
Loans and receivables FAAC 9,123 0,123 9,123
Investments in associates FVOCI 31 31 31
Financial assets held for trading FVtPL 0 0 0
Derivatives with hedge relationship n.a. 3,288 3,288 3,288
Equity and Liabilities
Trade accounts payable FLAC 307,888 307,888 307,675
Current and non-current financial liabilities FLAC 455,967 455,067 424,236
Other financial liabilities
Other financial liabilities FLAC 2,003 2,003 2,003
Liabilities from leases n.a. 79,879 79,879 79,879
Derivatives with no hedge relationship FLtPL 0 0 0
Derivatives with hedge relationship n.a. 0 0 0

GRAMMER
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EURK

Measurement cate- Carrying amount Measured in Fair value on
gory in accordance on December 31, accordance with December 31,
with IFRS 9 2021 Measured in accordance with IFRS 9 IFRS 16 2021
Fair value through
other comprehen-  Fair value through
Amortized cost sive income profit or loss
of which aggregated by category in
accordance with IFRS 9:
Assets
Financial assets at amortized cost FAAC 374,422 374,422 374,422
Financial assets at fair value through
other comprehensive income FVOCI 31 31 31
Financial assets at fair value through
profit and loss FVtPL 0 0 0
Equity and Liabilities
Financial liabilities at amortized cost FLAC 765,858 765,858 733,914
Financial liabilities at fair value through
profit and loss FLtPL 0 0 0

The maximum credit risk as of the reporting date corresponds to the carrying amount of each
category of financial assets listed.

Because of the short term-nature of cash and short-term deposits, trade accounts receivable
and other current receivables, it is assumed that the carrying amounts equate to their fair val-
ues.

The fair value of other non-current receivables with remaining terms of over one year equate to

the present value of the payments associated with the assets taking account of the prevailing
interest rate parameters.

GRAMMER

Trade accounts payable and other liabilities usually have short residual maturities. Longer-term
trade accounts payable are determined on the basis of the respective yield curves and the risk
premium applicable to GRAMMER.

The fair values of liabilities to banks, bonded loans and other non-current financial liabilities

are determined as the present values of the payments associated with the liabilities calculated
on the basis of the respective yield curves and the risk premium applicable for GRAMMER.
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Fair value measurement

The following table sets out the quantitative parameters for measuring the fair value of the assets

and liabilities on the basis of the fair value hierarchy as of December 31, 2023:

The following table sets out the quantitative parameters for measuring the fair value of the assets
and liabilities on the basis of the fair value hierarchy as of December 31, 2022:

EURK EURK
Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3

Assets recognized at fair value Assets recognized at fair value
Derivative financial assets Derivative financial assets

Currency forwards 3,604 0 3,604 0 Currency forwards 3,288 0 3,288 0
Liabilities recognized at fair value Liabilities recognized at fair value
Derivative financial liabilities Derivative financial liabilities

Currency forwards 1,372 0 1,372 0 Currency forwards 0 0 0 0
Liabilities for which a fair value is recognized Liabilities for which a fair value is recognized
Interest-bearing liabilities Interest-bearing liabilities

Liabilities under hire purchase contracts 1,676 0 1,676 0 Liabilities under hire purchase contracts 2,175 0 2,175 0

Current and non-current financial Current and non-current financial

liabilities 436,914 0 436,914 0 liabilities 424,236 0 424,236 0

GRAMMER

The levels of the fair value hierarchy reflect the level of judgment involved in estimating fair values.
The hierarchy is broken down into three levels as follows:

Level1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: Valuation of assets or liabilities is based on direct or indirect market observables, which are

not quoted prices in accordance with Level 1.

Level 3: Valuation technigues are based upon inputs that are not observable in the market.

There were no reclassifications between Level 1and Level 2 in the reporting period. No assets or

liabilities were assigned to Level 3.
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The following table shows the gains and losses on financial instruments:

EURK

2023 2022
Financial assets at amortized cost -6,708 2,735
Financial assets and financial liabilities at fair
value through profit or loss 316 0
Financial liabilities at amortized cost -7,550 950
Net gains/losses from financial instruments -13,942 3,685

Net gains or losses from financial assets at amortized cost include currency translation gains
or losses, changes to impairments through profit and loss, gains or losses from the derecogni-
tion of receivables and reversals of previously impaired receivables.

Net gains or losses from financial assets and liabilities measured at fair value through profit or
lossinclude changesin the fair value of derivative financial instruments to which hedge account-
ing is not applied, including interest income and interest expenses.

The net gains or losses from financial liabilities at amortized cost primarily include currency
translation gains and losses from financial liabilities.

The GRAMMER Group has entered into master contracts with several banks. The derivative assets
and liabilities outstanding as of the reporting date do not satisfy the offsetting criteria provided
forin IAS 32.42. Accordingly, they are reported separately in the balance sheet. However, the
master contracts include offsetting arrangements that apply in the event of insolvency.
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The following table sets out the carrying amounts of the financial instruments which are subject
to these agreements:

EURK
Gross and
net amounts
of financial
instruments in
the statement
of financial offsetting
position agreement Net amount
December 31, 2023
Financial assets
Currency forwards 3,504 -1,206 2,208
Financial liabilities
Currency forwards -1,372 1,206 -166
EURK
Gross and
net amounts
of financial
instruments in
the statement
of financial offsetting
position agreement Net amount
December 31, 2022
Financial assets
Currency forwards 3,288 0 3,288
Financial liabilities
Currency forwards 0 0 0

As offsetting is not used in the statement of financial position, gross and net figures are aggre-
gated in one column.
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The main originated financial liabilities used in the Group encompass bonded loans, private place-
ments, bank loans, overdrafts, liabilities from leases and trade accounts payable. The Group has
various financial assets such as trade accounts receivable and cash, which result directly from
operating activities.

In addition, the Group has derivative financial instruments which are used for risk management,
primarily to hedge interest rate and currency risks.

Financial risks

The Group is exposed to market, credit and liquidity risks as well as currency and interest rate
risks. Consequently, the Executive Board has implemented a risk management system which is
also monitored by the Supervisory Board. The risk management system is integrated in the Chief
Financial Officer’s area of responsibility while the Executive Board bears ultimate overall respon-
sibility. The rules are designed to promote responsible treatment of risks and prudent actions
among all Group employees. Management of risk is the responsibility of the Company manage-
ment. Together with experts for financial risk, the management of the Company prepares a
suitable framework for managing financial risks. This framework ensures that the activities of
the Company that entail financial risk are carried out with the relevant guidelines and procedures,
and that financial risks are identified, assessed and managed in line with these guidelines and
taking into account the Group’s risk tolerance.

All derivative transactions entered into for risk management purposes are managed by expert
teams that have the necessary knowledge and experience and are subject to adequate super-
vision. The guidelines for management of the risks set out below have been audited and approved
by the Company management.

Credit risk

Credit risk is defined as the risk of the Group suffering a loss (risk of default) because a counter-
party fails to fulfill its obligations. The Group guidelines stipulate that transactions may only be
entered into with creditworthy third parties to reduce the risks of non-performance. The credit-
worthiness of major customers, especially in the automotive sector, is subject to particular
monitoring due to risks from deliveries of goods. If no rating information is available, the Group
uses other available financial information and its own records to assess major customers.
Customers, who wish to conclude credit-based transactions for the first time, are also regularly
subjected to a creditworthiness check. Receivables are monitored on an ongoing basis to ensure
that the Group is not exposed to any material credit risk. The Group does not see any significant
concentrations of credit risks as major transactions are characterized by short-term maturity
structures and the high credit ratings of the key-account customers.
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Market risk

Market risk refers to the risk that the fair value or future cash flows of financial instruments vary
due to fluctuations in market prices. Market risk encompasses the following three risk types:
exchange rate risk, interest rate risk and other price risks, such as share price risk. Financial
instruments exposed to market risks include interest-bearing loans, deposits, financial assets
at fair value through other comprehensive income as well as derivative financial instruments.
The sensitivity analyses in the sections below relate to the situation as of December 31, 2023
and 2022. They were prepared on the basis of the hedging transactions outstanding on
December 31, 2023, subject to the assumption of constant figures for net gearing, the ratio of
fixed to variable interest rates on liabilities and derivatives and the proportion of financial
instruments denominated in foreign currencies.

All depictions of the potential financial effects are approximations and are based on the assump-
tions of the relevant sensitivity analyses and method. The actual effects on the Group may devi-
ate considerably as a result of actual market developments.

Commodity price risk

Procurement prices, especially for commodities such as steel, foam and plastics, are subject to
significant fluctuations depending on the market situation. As these cannot always be passed
on to customers, this results in price risks. To hedge these risks, the Company seeks long-term
supply contracts and consolidates volumes to limit volatility. Commodity futures contracts rec-
ognized as derivatives under IFRS 9 can also be transacted in order to hedge price risks arising
from purchases of raw materials. The Group carefully monitors the development of markets as
a basis for decision making about the implementation of hedging.

There were no commodity forwards for hedging price risks for raw materials as of the reporting
date in 2023 or 2022, and no such contracts were concluded in either of these two years.

Currency risk

As a consequence of its international focus and business activities, GRAMMER is exposed to
currency risks. Currency risks primarily arise from sales transactions in the ordinary course of
business in international markets outside the Eurozone and through the assets and liabilities
of the GRAMMER Group. The main currencies in GRAMMER Group are the euro, the Czech
koruna, the Polish ztoty, the Mexican peso, the US dollar, the Turkish lirg, the Brazilian real, the
Japanese yen and the Chinese yuan. By transacting business in currencies other than the func-
tional currencies of the respective Group companies, risks may arise from future payment
flows. Exchange rate fluctuations may lead to unforeseeable and unfavorable earnings and cash
flow volatilities.
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Individual cash flows in the respective currency are aggregated in accordance with the GRAM-
MER Group’s currency management guidelines, resulting in a net currency overhang or shortfall
in periodic observations. Aggregated currency overhangs or currency requirements are hedged
in advance on arolling basis within the framewaork of the currency management guideline onthe
basis of the budgeted business plan. The hedging ratios of the respective currency exposures
are increased over time.

The risk is mitigated by the fact that business transactions are mainly settled in the respective
functional currency of the invoicing unit. In addition, where it is possible and cost-effective, com-
modities and services are purchased in the corresponding foreign currency and production takes
place inlocal markets. A shortfall or surplus of foreign currency holdings is hedged by means of
currency forwards after all the measures already mentioned have been carried out. The aim of
hedging transactions is to offset the volatility that can arise from cash inflows and outflows.

The operating units are not permitted to raise or invest financial resources in foreign currencies
for speculative purposes.

Cash flow hedges

During the reporting period, there were currency hedges in PLN, CZK and MXN for which the
conditions for cash flow hedging were satisfied. The foreign currency-related hedging instru-
ments held are broken down by maturity as follows:
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EURK

Maturity

1-6 months

7-12 months

13-18 months

Total

2023

Currency forwards
(sales expected with a
high probability)

Nominal amount
(in EUR thousand)

29,195

24,802

16,131

70,128

Average forward
exchange rate (EUR/CZK)

24.491

24.716

24.716

Currency forwards
(sales expected with a
high probability)

Nominal amount
(in EUR thousand)

10,365

10,498

6,195

27,058

Average forward
exchange rate (EUR/PLN)

4727

45091

45091

Currency forwards
(sales expected with a
high probability)

Nominal amount
(in EUR thousand)

24,084

19,723

12,435

56,242

Average forward
exchange rate (EUR/MXN)

19.430

20.018

20.428
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The effects of foreign currency-related hedging instruments on the Group’s net assets, financial

EUR k Maturity - '
position and results of operations are as follows:
1-6 months 7-12 months 13-18 months Total
2022 EURK
currency forwards December 31, December 31,
(sales expected witha 2023 2022
high probability) Carrying amount (other current financial assets) 2,095 3,288
Nominal amount Carrying amount (other current financial liabilities) -1,179 0
(in EUR thousand) 24,028 7,800 0 31,828 Nominal value 153,427 38,606
Average forward Hedge relationship! 11 11
exchange rate (EUR/CZK) 26.636 26924 0 - Change in the fair value of outstanding
Currency fOfWOde_ hedges since January 1 -1,472 2,356
?OLGS ezp?ffd) witha Change in the value of the hedged transaction to determine
'gh probability the effectiveness of the hedge relationship 1,472 -2,356
Nominal amount
(in EUR thousand) 5,089 1,780 0 6,869
Average forward Effect on cumulative other comprehensive income: 2023 2022
exchange rate (EUR/PLN] 5.011 5.057 0 - cash flow hedge amount on January 1 2,438 696
Currency forwards Change in the fair value of the hedge (effective part) 3,831 4,309
folhes ezpic_;ed) witha Reclassified from other comprehensive income
Igh probability to profit and loss ~5,305 1,961
Nominal amaunt Tax expenses (-)/tax income 417 -606
(in EUR thousand) 0 0 0 0
Cash flow hedge amount on December 31 1,381 2,438
Average forward
exchange rate (EUR/MXN) 0 0 0 - 1 Currency forwards have the same currency as the highly probable future sales (accordingly 111 hedge relationship)

As of December 31,2023, currency forwards with a positive market value of EUR 2,995 thousand
(2022: EUR 3,288 thousand) and with a negative market value of EUR -1,179 thousand (2022:
EUR 0) were designated as cash flow hedges. The settlement results are recognized under the
financial result. There were no significant ineffective portions of hedging transactions to report

in the year under review.
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The sensitivity analysis of changes in currency is based on the following assumptions:

Allmonetary financial instruments not held in the functional currency are taken into account.
The analysis is based on the original balance sheet items of the subsidiaries subject to a
significant risk from functional currencies other than the Group’s.

Changes in foreign exchange rates relating to financial instruments that are part of a net
investment in foreign operations have animpact on equity.

Derivatives for the purpose of currency hedging that are designated as hedging instruments
in the context of cash flow hedges have an effect on equity and are taken account of in the
sensitivity analysis.

Currency derivatives that are not designated as hedging instruments in the context of cash
flow hedges have an effect on period income and are taken account of accordingly in the
sensitivity analysis.

A change inthe exchange rate of +/- 10 (2022: +/- 10) percentage points on the reporting date
is assumed in order to determine sensitivity to exchange rate risks. All other variables remain
constant.

The following table shows the sensitivity of consolidated net income before taxes and equity to
areasonably possible change in the exchange rate:
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EURK

Changes in the USD

Effect on earnings

exchange rate before taxes Effect on equity
2023 +10%0 8,618 -3,440
-10%o -8,568 3,440
2022 +10%% 6,465 -3,491
-10%0 -6,465 3,490

Changes in the TRY Effect on earnings
exchange rate before taxes Effect on equity
2023 +10% 712 0
-10%0 -712 0
2022 +10% 436 0
-10%0 -436 0

Changes in the CZK Effect on earnings
exchange rate before taxes Effect on equity
2023 +10%% 3,027 7,494
-10%0 -3,026 -6,132
2022 +10%0 4,068 3,828
-10%0 -4,069 -3,132

Changes in the PLN Effect on earnings
exchange rate before taxes Effect on equity
2023 +10%0 111 3,101
-10%0 -109 -2,637
2022 +10% 202 802
-10% -289 -656

Changes in the CNY Effect on earnings
exchange rate before taxes Effect on equity
2023 +10%0 -8,345 0
-10%o0 7,697 0
2022 +10% 2 0
-10%0 3 0

190



Interest rate risk
As of December 31, 2023, there were no interest-related hedging instruments. These expired in
2022. The sensitivity analysis of changes in currency is based on the following assumptions:

e Financialinstruments measured at amortized cost with a fixed rate of interest are not subject
tointerest rate risks and thus not included in the sensitivity analysis.

e Interest rate derivatives not designated as cash flow hedges have an effect on net profit for
the period and are thus included the sensitivity analysis.

e Interest rate derivatives that are designated as cash flow hedges have an effect on equity
and are thus included in the sensitivity analysis.

e Theinterestrate risk from currency derivatives is deemed insignificant and thus not included
in the sensitivity analysis.

e The determination of the sensitivity of interest rate derivatives assumes a parallel shift along
the yield curve of +/-50 (2022: +/-50) basis points. The interest rate on deposits was reduced
on interest-bearing current account balances to a minimal level of 0.001%.

The following table shows the sensitivity of consolidated profit before tax to a reasonably
possible change ininterest rates. All other parameters remain constant.

EURK
Increase/reduction Effect on earnings
(basis points) before taxes Effect on equity
2023 -50 391 0
50 -184 0
2022 -50 350 0
50 -134 0
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Risks in connection with the IBOR reform

The Company has loans in its portfolio where interest is charged at variable benchmark rates
that are subject to the IBOR reform. This relates to a USD bonded loan with a carrying amount of
EUR 7.0 million and a nominal volume of USD 7.5 million that matures in 2024 and bears interest
atthe USD LIBORrate. The USD LIBOR switched to the USD-SOFR 3M benchmark rate in September
2023.There are also two bilateral credit facilities each with a volume of EUR 18.3 million, including
the USD LIBOR, which were not drawn down in USD as of December 31, 2023. The other bench-
mark rates used in the GRAMMER Group were already changed in 2021 or loan agreements were
amended. The IBOR reform does not pose any risks to GRAMMER.

Ineffectiveness of hedging relationships

The effectiveness of hedging relationships is determined at the inception of each hedging
relationship and through regular prospective assessments to ensure that there is a commercial
relationship between the hedged item and the hedging instruments.

To hedge foreign currency transactions, the Group enters into hedging relationships in which
the contractual terms of the hedging instruments match those of the hedged item in the appli-
cable month on average. The dollar offset method is used to assess the effectiveness of the
hedging relationship.

Hedges of foreign currency transactions may be ineffective if the timing of the planned trans-
action changes from the original estimate or if there are any changes in the credit risk of GRAM-
MER or the counterparty to the derivative. In 2023 and 2022, there was no ineffectiveness with
respect to foreign currency derivatives.

Liquidity risk

The Group manages liquidity risks by means of appropriate bank credit facilities of EUR 454.6 mil-
lion (2022: EUR 465.7 million), by constantly monitoring projected and actual cash flows and by
matching the maturity profiles of financial assets and liabilities. The aim is to achieve a balance
between covering the need for financial resources at all times and ensuring flexibility through the
use of overdraft facilities, loans, bonds, factoring, capitalized leases and hire purchase agreements.

As of December 31, 2023, the Group had unutilized credit facilities of EUR 116.7 million (2022:
EUR 136.3 million), for which all the conditions required for drawing had been met.

191



The following table shows the contractually agreed (undiscounted] interest and principal
payments from primary financial liabilities and derivative financial instruments with negative fair

values:
EURK EURK
Carrying Carrying
amount Cashflow amount Cashflow
2028 and 2027 and
2023 2024 2025-2027 beyond 2022 2023 2024-2026 beyond
Bonded loans 85,214 0,441 40,691 47,652 Bonded loans 86,5622 3,723 17,370 81,022
Bank loans 288,885 206,892 85,602 6,992 Bank loans 206,407 227,466 63,281 13,045
Bank overdrafts Bank overdrafts
(including current (including current
liabilities under factoring liabilities under factoring
contracts) 79,5654 79,554 0 0 contracts) 73,038 73,038 0 0
Current and non-current Current and non-current
financial liabilities 453,653 295,887 126,193 54,644 financial liabilities 455,967 304,227 80,651 94,067
Current and non-current Current and non-current
trade accounts payable 405,525 404,142 1,255 384 trade accounts payable 307,888 306,197 1,255 802
Liabilities from leases 71,540 18,004 33,380 29,055 Liabilities from leases 79,879 20,028 36,084 37,671
Other originated financial Other originated financial
liabilities 5,478 5,478 0 0 liabilities 2,003 2,003 0 0
Current and non-current Current and non-current
other financial liabilities 77,018 24,382 33,380 29,055 other financial liabilities 81,882 22,031 36,984 37,671
Interest rate derivatives 0 0 0 0 Interest rate derivatives 0 0 0 0
Currency derivatives 1,372 0 0 0 Currency derivatives 0 0 0 0
Incoming payments 0 61,865 16,179 0 Incoming payments 0 0 0 0
Outgoing payments 0 -62,268 -16,131 0 QOutgoing payments 0 0 0 0
Derivatives 1,372 -403 48 0 Derivatives 0 0 0 0
937,568 724,008 160,876 84,083 845,737 632,455 118,890 132,540
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Allinstruments in the portfolio on the reporting date for which payments were already contrac-
tually agreed were included. Budget figures for future new liabilities are not included. Amounts
inforeign currency are converted at the spot rate on the reporting date. Financial liabilities repay-
able on demand are always allocated to the earliest maturity band. Variable interest payments
under primary financialinstruments were established on the basis of the interest rates last fixed
before the reporting date. In the case of interest rate derivatives, the net payments are recorded
based on calculation of payment flows on the variable side using the relevant forward interest
rates.

For currency derivatives, both the payments made and corresponding payments received are
recorded, since net cash settlement is not generally possible for these derivatives, which must
be settled through provision of the counter currency.

Capital management

Capital management serves the purpose of ensuring a high credit rating and establishing an
appropriate return on equity. The Group manages its financial structure inline with this objective
and, taking account of general economic conditions, adapts it to the objective.

The Group monitors its capital structure by reference to leverage and gearing. Leverage is the
ratio of EBITDA (earnings befare interest, taxes, depreciation and amortization) to net debt. Net
debtis made up of current and non-current financial liabilities and current and non-current other
financial liabilities less cash and short-term deposits. Gearing is defined as the ratio of net debt
to equity.

GRAMMER

EURK

December 31,

December 31,

2023 2022
Non-current financial liabilities 167,025 157,807
Other non-current financial liabilities 55,221 63,211
Current financial liabilities 286,628 208,160
Other current financial liabilities 23,169 18,671
Cash and short-term deposits -131,005 -108,587
Net debt 401,038 429,262
Equity 313,355 301,108
Equity ratio 20%o 21%
Gearing 12890 14390
EBITDA 123,777 117,440
Leverage 32 37

Financial covenants have also been agreed under loan agreements, mainly relating to the two
key figures leverage and gearing. The financial covenants already adjusted in 2020 for the
periods up to December 31,2022, have been amended for 2022 and 2023. The original contrac-
tual conditions will come into effect again as of the calculation date of December 31, 2023.
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Under section 33 (1) or (2] of the Securities Trading Act (WpHG), any person whose 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 notify the Company and the Federal Financial Super-
visory Authority immediately, however in no less than four trading days. The lowest notification
thresholdis 3%o. The Company was notified of the following shareholdings as of December 31,2023
in accordance with section 33 WpHG (the percentage and number of shares shown refers to the
share capital in existence as of the date of the natification,; the number of shares is taken from the
most recent notification served on GRAMMER AG and may therefore no longer apply):

In notifications dated October 14, 2019 and December 11, 2019, Ms. Bifeng Wu, Mr. Yiping Wang and
Mr. Jimin Wang, Ching, informed us pursuant to section 33 (1) WpHG that their voting rights in
GRAMMER AG (ISIN: DEO005895403]) continued to exceed the 759 threshold and amounted to
84.239%0 (10,618,681 voting rights). Of this, 84.239%o (10,618,681 voting rights) are attributable to
Ms. Bifeng Wu, Mr. Yiping Wang and Mr. Jimin Wang pursuant to section 34 WpHG. Voting rights
are allocated by the following company: Jiye Auto Parts GmbH, Frankfurt am Main, Germany, an
indirect subsidiary of Ningbo Jifeng Auto Parts Co., Ltd., Ningbo, China.

(published on December 16, 2019)
Allnotifications served on GRAMMER AG in accordance with sections 33 and following WpHG can

be inspected at the Company’s website and at the platform operated by Deutsche Gesellschaft
fur Ad-hoc-Publizitat mbH.
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Employees
Annual average number of employees:

2023 2022
Wage-earning employees 11,173 11,033
Salaried employees 3,068 3,011
Total 14,241 14,044

Hyperinflation

IAS 29 “Hyperinflationary Economies” provides guidance on assessing whether the economy of
a particular jurisdictionis hyperinflationary. However, the IASB does not name specific jurisdictions.
The International Practices Task Force (IPTF) of the US Institute Centre for Audit Quality monitors
the status of “hyperinflation” countries. Its criteria for identifying such countries are similar to those
for identifying “hyperinflationary economies” under IAS 29. Argentina was among those countries
in which cumulative inflation over the last three years was forecast to exceed 1009o.

Based on this assessment, the effects of the application of IAS 29 are reviewed annually. The
application of IAS 29 resulted in anincrease in revenue of EUR 4.8 million, a EUR 0.08 millionincrease
in EBIT and a EUR 0.06 million rise in net profit/loss in 2023. In 2022, there was an increase in rev-
enue of EUR 1.8 million, a EUR 0.2 million increase in EBIT and a EUR 0.1 million rise in net profit/loss.

Auditors’ fees within the meaning of section 314 (1) No. 9 HGB

Fees paid to the auditor of the consolidated financial statements, EY GmbH & Co. KG Wirtschafts-
prufungsgesellschaft, Nuremberg, which are recognized as expenses in the reporting year,
amounted to EUR 1,037.8 thousand, including an amount of EUR 44.6 thousand attributable to
the previous year’s audit. In the previous year, auditors’ fees of EUR 1,094.6 thousand, including
EUR158.7 thousand attributable to the previous year’s audit (2021) had been recognized. Fees for
other confirmation and valuation services and other services in 2023 amounted to EUR 17.8 thou-
sand (2022: EUR10.6 thousand).
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The auditor’s fee for international network companies recognized as an expense in the financial
year amounted to EUR 401.1thousand, of which EUR 30.0 thousand was attributable to the previous
year’s audit. In the previous year, EUR 371.0 thousand was recognized as auditor’s fees, of which
EUR 20.0 thousand was attributable to the previous year’s audit (2021). Fees for other services in
2023 amounted to EUR 89 thousand (2022: EUR 4.6 thousand).

Additional fees for the group auditor EY GmbH & Co. KG Wirtschaftsprufungsgesellschaft in con-
nection with the audit of the consolidated financial statements for the Ningbo Jifeng Group amounted
to EUR 35.0 thousand in 2023 (2022: EUR 67.4 thousand) and are not included in the auditor’s fee
as they were directly recharged to Ningbo Jifeng Auto Parts Co, Ltd, Ningbo, China.

Executive Board and Supervisory Board remuneration
The remuneration paid to the Executive Board and Supervisory Board is set out in the following
table:

EURK

2023 2022
Total remuneration paid to the Executive Board amounted to 1,603 1,745
The Supervisory Board received total remuneration of 694 704

Total remuneration paid to the Executive Board was affected by components from the previous
year in the total amount of EUR -11 thousand (2022: EUR -134 thousand).

Of the total remuneration of the Executive Board, EUR 1,618 thousand (2022: EUR 1,549 thousand)
is attributable to short-term benefits and EUR -25 thousand (2022: EUR 196 thousand]) to other
long-term benefits. The negative remuneration figure is because reversals of LTI provisions in the
previous year were this much higher than the corresponding new additions to LTI provisions in
2023.

Regarding the remuneration system of GRAMMER AG and details of individual remuneration paid
to members of the Executive Boards please refer to the remuneration reportin accordance with
section 162 AktG. The report is available on the Company’s website www.grammer.com in the
“COMPANY” section under “MANAGEMENT & SUPERVISORY BOARD”.

In view of the change to Executive Board service agreements in 2021, GRAMMER AG no longer
had any retirement benefit obligations to the incumbent members of its Executive Board. Instead,
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members of the Executive Board receive defined-contribution allowances for their own pension
schemes, which are included in the total remuneration listed above. Executive Board members
receive no loans from the Company.

Payments of EUR 262 thousand (2022: EUR 2,452 thousand) were made to former members of
the Executive Board and their surviving dependents under retirement benefit commitments.

Retirement benefit obligations towards former members of management and the Executive Board
and their surviving dependents totaled EUR 7,485 thousand (2022: EUR 7,391 thousand) as of
the reporting date and corresponding provisions have been recognized under IAS 19 (revised).

Regarding the details of individual remuneration paid to members of the Supervisory Board,
please refer to the remunerationreportin accordance with section 162 AktG. The reportis available
on the Company’s website www.grammer.com in the “COMPANY” section under “MANAGEMENT
& SUPERVISORY BOARD”.

The Corporate Governance Declaration pursuant to section 315d in connection with section 2806f
and the following HGB and the declaration of conformity with the German Corporate Governance
Code (section 161 AktG) have been released and are permanently available on the Company’s web-
site at www.grammer.cominthe “/INVESTOR RELATIONS” section under “CORPORATE GOVERNANCE”.

Ursensollen, March 13, 2024

Jens Ohlenschlager Jurate Keblyte

GRAMMER Aktiengesellschaft Executive Board
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Independent auditor’s report

To GRAMMER Aktiengesellschaft

Report on the audit of the consolidated financial statements and of the group management report
Opinions

We have audited the consolidated financial statements of GRAMMER Aktiengesellschaft, Ursen-
sollen, and its subsidiaries (the Group), which comprise the consolidated statement of income
and consolidated statement of comprehensive income for the fiscal year from 1 January 2023
to 31 December 2023, the consolidated statement of financial position as at 31 December 2023,
the consolidated statements of changes in equity and consolidated statement of cash flows for
the fiscal year from 1 January 2023 to 31 December 2023, and the notes to the consolidated
financial statements, including a summary of significant accounting policies. In addition, we have
audited the group management report of GRAMMER Aktiengesellschaft for the fiscal year from
1 January 2023 to 31 December 2023. In accordance with the German legal requirements, we
have not audited the content of the group statement on corporate governance pursuant to
Sec. 315d in conjunction with Sec. 289f HGB [“Handelsgesetzbuch”: German Commercial Code],
whichis published on the website stated in the group management report andis part of the group
management report. In addition, we have not audited the content of the disclosures extraneous
to management reports contained in the section “People at GRAMMER?, in the sub-sections
“Key areas of development”, “More efficient product development and production through digi-
tization”, “New seat generations for increased comfort in the Commercial Vehicles product area”,
and “Expansion of the Automotive product portfolio” of the section “Research and development?,
andinthe sub-sections “Basic principles of risk management and the ICS”, “Opportunity and risk
management process” and “Compliance management system” of the opportunity and risk report
of the group management report. Disclosures extraneous to management reports are such dis-
closures that are not required pursuant to Secs. 315, 315a or Secs. 315b to 315d HGB or GAS 20.

In our opinion, on the basis of the knowledge obtained in the audit,

e the accompanying consolidated financial statements comply, in all material respects, with
the IFRSs as adopted by the EU, and the additional requirements of German commercial law
pursuant to Sec. 315e (1) HGB and, in compliance with these requirements, give a true and
fair view of the assets, liabilities and financial position of the group as at 31 December 2023
and of its financial performance for the fiscal year from1January 2023 to 31 December 2023,
and
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e the accompanying group management report as a whole provides an appropriate view of the
Group’s position. In all material respects, this group management reportis consistent with the
consolidated financial statements, complies with German legal requirements and appropri-
ately presents the opportunities and risks of future development. Our opinion on the group
management report does not cover the content of the group statement on corporate gover-
nance referred to above and the section “People at GRAMMER”, the sub-sections “Key areas
of development”, “More efficient product development and production through digitization”,
“New seat generations for increased comfort in the Commercial Vehicles product area”, and
“Expansion of the Automotive product portfolio” of the section “Research and development?,
and the sub-sections “Basic principles of risk management and the ICS”, “Opportunity and
risk management process” and “Compliance management system” of the opportunity and
risk report of the group management report referred to above.

Pursuant to Sec. 322 (3) Sentence 1 HGB, we declare that our audit has not led to any reserva-
tions relating to the legal compliance of the consolidated financial statements and of the group
management report.

Basis for the opinions

We conducted our audit of the consolidated financial statements and of the group management
report in accordance with Sec. 317 HGB and the EU Audit Regulation (No. 537/2014, referred to
subsequently as “EU Audit Regulation”) and in compliance with German Generally Accepted
Standards for Financial Statement Audits promulgated by the Institut der Wirtschaftsprofer
[Institute of Public Auditorsin Germany] (IDW]. Our responsibilities under those requirements and
principles are further described in the “Auditor’s responsibilities for the audit of the consolidated
financial statements and of the group management report” section of our auditor’s report. We
are independent of the group entities in accordance with the requirements of European law and
German commercial and professional law, and we have fulfilled our other German professional
responsibilities in accordance with these requirements. In addition, in accordance with Art. 10
(2] f) of the EU Audit Regulation, we declare that we have not provided non-audit services pro-
hibited under Art. 5 (1) of the EU Audit Regulation. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinions on the consolidated
financial statements and on the group management report.

Key audit matters in the audit of the consolidated financial statements

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consoalidated financial statements for the fiscal year from 1 January 2023 to
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31December 2023. These matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon, we do not provide a sepa-
rate opinion on these matters.

Below, we describe what we consider to be the key audit matters:
1. Impairment testing of goodwill

Pursuant to IAS 36, goodwillis subject to an annualimpairment test in which the carrying amount
of the cash-generating unit, to which the goodwill is allocated, is compared with its recoverable
amount. The basis for determining the recoverable amount is the present value of future cash
flows of the cash-generating unit. Valuations are based on the budgets for every cash-gener-
ating unit, whichin turn are based on the budgets approved by management and the Supervisory
Board of GRAMMER AG and thus subject to judgment. They are discounted on the basis of the
weighted average cost of capital (WACC]) for the respective cash-generating unit. The inputs
used to calculate the discount rate are partly based on estimated market expectations and are,
therefore, also subject to judgment.

Inlight of the planning uncertainty resulting from the future-oriented nature of the measurement
and alsoin view of the current macroeconomic environment and the judgment exercised as part
of the required impairment test, the impairment testing of goodwill was a key audit matter.

To assess the recoverable amounts of the cash-generating units determined by the executive
directors, we examined the processes associated with the inspection and approval of planning
as a key basis for the impairment tests and carried out substantive audit procedures.

In particular, we discussed the demarcation of cash-generating units as of 31 December 2023
with the executive directors of GRAMMER AG and assessed this in respect of its consistency
with the internal reporting structure.

We alsa involved our valuation specialists in the audit in order to methodically and arithmetically
assess the valuation model and the calculation inputs used. We examined whether the valuation
models were applied consistently.

We also examined whether the budget planning reflects general, regional and industry-specific
market expectations. In our assessment, we considered the corresponding market expectations
as well as the explanations given by management on the main value drivers underlying the bud-
gets. To determine the reliability of the budgets, we compared historical budget data with actual
figures on a sample basis.
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The inputs used in the determination of the recoverable amounts such as the estimated growth
rates were assessed based on an analysis of general market indicators. We assessed the der-
ivation of the weighted average cost of capital (WACC) by evaluating the beta factors used for
the benchmark companies involved and comparing the interest rates for equity and liabilities
with available market data. In order to identify a potential impairment risk, we additionally con-
ducted sensitivity analyses on the results of the impairment test to determine which changes
in specific valuationinputs would lead to a different assessment about the need to recognize an
impairment loss the level of the cash-generating unit. Our audit procedures did not lead to any
reservations regarding the measurement of goodwiill.

With regard to the accounting policies applied in respect of goodwill and the related disclosures
onjudgment exercised by the Executive Board of GRAMMER AG and sources of estimation uncer-
tainties, please refer to the disclosure in section 2.1 “Significant accounting policies and critical
accounting estimates”, sub-section “Estimates and judgment (IAS 8)” and “Goodwill (IAS 38, IAS
306)” and the disclosures on goodwill in section 11.3 “Goodwill” in the notes to the consolidated
financial statements.

2. Revenue recognition over time from development contracts with customers

The GRAMMER Group companies generally fulfill their performance obligations from custom-
er-specific development contracts over time and recognize the resulting amount of revenue
arising pursuant to IFRS 15 “Revenue from Contracts with Customers”, in accordance with the
stage of completion of the respective performance obligation. The progress with regard to the
satisfaction of the performance obligation in full is determined on an input basis and based on
the costs incurred.

Revenue recognition over time is therefore highly dependent on the executive directors’ estima-
tion of total contract revenue and total contract costs and, through the determination of the
stage of completion, has a significant impact on the items of the consolidated financial state-
ments. We therefore considered the recognition of revenue from development contracts over
time to be a key audit matter entailing the risk of material misstatement in the consolidated finan-
cial statements, including the inherent risk of management bypass or override of the internal
control system.

We performed tests of design and operating effectiveness for the significant controls imple-
mented by the executive directorsin contract acceptance and performance and in the account-
ing for customer contracts, especially in connection with the identification of performance
obligations, the determination of the transaction price and its allocation to the identified per-
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formance obligations as well as the estimation of contract costs. In this context, we tested
both transaction-level controls and entity-level controls, such as regular review meetings.

For development contracts that were significant due to their technical or commercial complexity
or their financial significance given the recognized assets from customer contracts, we also
performed the substantive tests presented below.

By questioning those responsible for group-wide project controlling, we gained an overview of
the content of the contracts and the contracted development services, and the status of the
respective fulfillment of the contract, the reasons for deviations between planned costs and
actual costs and the current assessment of the costs still expected to be incurred up until the
time of completion. We examined the information obtained to determine whether it was consis-
tent with the available evidence, such as customer correspondence or contracts. In doing so,
we assessed the executive directors’ planning in respect of its consistency with the current
development of the market and externally available sales forecasts for the underlying models
of automabiles. We also examined the transaction price of the performance obligations by com-
paring this with the underlying contracts. If, based on the executive directors’ planning, it was
no longer to be expected that the unavoidable costs to fulfill the contractual obligation would be
fully covered, we verified that a provision had been recognized for the onerous contract.

We analyzed the reported revenue from development contracts to determine, among other things,
whether the planned and realized margin from the contracts is in line with our expectations,
which we derived for the individual project or the performance of comparable projects. Our audit
procedures did not lead to any reservations regarding the recognition of revenue from develop-
ment contracts over time.

Regarding the information provided by the Company on the recognition of revenue over time,
reference is made to section 2.1”Summary of significant accounting policies and use of estimates
and judgements”, sub-section “Estimates and judgements (IAS 8)” and “Revenue from contracts
with customers (IFRS 15)” and section 6 “Revenue from contracts with customers” as well as
section 14 “Balances of contract assets and contract liabilities” of the notes to the consolidated
financial statements.

3. Revenue recognition in relation to the delivery of serial products
The revenue reported in the consolidated financial statements is one of the main financial per-
formance indicators used by the executive directors of GRAMMER AG. As a general rule, revenue

is recognized upon satisfaction of the respective performance obligation, namely the date on
which the customer obtains control over the underlying asset.
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The recognition of revenue is subject to the risk that revenue is recognized at the wrong time or
that fictitious revenue is recognized. Revenue results from a range of individual transactions in
the form of separate deliveries. In addition, ongoing price negotiations and adjustments with
customers lead to frequent changes to transaction prices and consequently to an amended
measurement of recognized revenue. The recognition of revenue is exposed to the risk of mate-
rial misstatement including the inherent risk of management bypass or override of the internal
control system. On account of the frequently changing transaction prices, revenue recognition
is deemed to be complex, meaning that there is an increased risk of material misstatement. As
recognized revenue has a materialimpact on GRAMMER AG’s consolidated financial statements,
we considered revenue recognition to be a key audit matter.

During our audit, we obtained an understanding of the contractual arrangements with the cus-
tomers, especially the arrangements governing the time of obtaining control, as well as the
arrangements regarding the billing procedure, and assesses them based on our understanding
of the business and process. Against this backdrop, we examined the internal procedures and
controls implemented for revenue recognition and for recording the amount of revenue. We per-
formed tests of design and operating effectiveness in this context,

examining the revenue recognized for the fiscal year from 1 January 2023 to 31 December 2023
withrespect to how it was recorded in the accounts. We analyzed any deviations from our excep-
tions in the posting logic based on additional substantive audit procedures by obtaining audit
evidence, for example on proof of delivery and incoming payments. In addition, our audit proce-
dures also included obtaining external customer confirmations on a sample basis. We checked
that the revenue had been entered in the right amount in particular by comparing a sample of
the transaction prices with their applicable contractual bases. We also determined whether the
corresponding trade receivables had been settled by the customer by paying the invoice amount
in the customary business cycle. At the same time, we checked a sample of incoming payments
against the corresponding bank statements.

In order to identify unexpected fluctuations in the gross margin reported, we performed a margin
analysis at a monthly level. Our audit procedures did not lead to any reservations regarding the
recognition of revenue from serial production.

The Company’s disclosures on revenue recognized at a point in time are presented in section 2.1
“Summary of significant accounting palicies and use of estimates and judgements”, sub-section
“Revenue from contracts with customers (IFRS 15)”, and in section 6 “Revenue from contracts with
customers” of the notes to the consolidated financial statements.
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Other information

The Supervisory Board is responsible for the Report of the Supervisory Board. The executive
directors and the Supervisory Board are responsible for the declaration pursuant to Sec. 161 AktG
[“Aktiengesetz”: German Stock Corporation Act] on the German Corporate Governance Code,
which is part of the corporate governance report and declaration pursuant to Sec. 315d HGB in
conjunction with Sec. 289f HGB. In all other respects, the executive directors are responsible for
the other information. The other information consists of the group statement on corporate gov-
ernance referred to above and the disclosures extraneous to management reports referred to
above contained in the section “People at GRAMMER”, in the sub-sections “Key areas of devel-
opment”, “More efficient product development and production through digitization”, “New seat
generations for increased comfort in the Commercial Vehicles product area”, and “Expansion of
the Automotive product portfolio” of the section “Research and development”, and in the sub-sec-
tions “Basic principles of risk management and the ICS”, “Opportunity and risk management
process” and “Compliance management system” of the opportunity and risk report of the group
management report. Furthermore, the other information includes the combined separate non-fi-
nancial report pursuant to Sec. 289b (3) HGB and Sec. 315b (3) HGB, a version of which we obtained
prior to issuing this auditor’s report. Furthermore, the other information comprises additional
parts to be included in the annual report, of which we obtained a version prior to issuing this
auditor’s report, in particular:

e the section “Letter from the Executive Board”

e the section “Dashboard”

e the section “GRAMMER Share”

e the section “Corporate Governance (Group corporate governance report and declaration,
Report of the Supervisory Board, Remuneration Report)”

o the responsibility statement

e the section “GRAMMER Group Multi-year Overview pursuant to IFRS”

e the section “GRAMMER AG Financial Statements”

e the section “Financial Calendar 2024”

but not the consolidated financial statements, not the group management report disclosures
whose content is audited and not our auditor’s report thereon.

Our opinions on the consolidated financial statements and on the group management report do
not cover the other information, and consequently we do not express an opinion or any other

form of assurance conclusion thereon.

In connection with our audit, our responsibility is to read the other information and, in so doing, to
consider whether the other information
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e is materially inconsistent with the consolidated financial statements, with the group man-
agement report or our knowledge obtained in the audit, or
e otherwise appears to be materially misstated.

Responsibilities of the executive directors and the Supervisory Board for the consolidated finan-
cial statements and the group management report

The executive directors are responsible for the preparation of the consolidated financial state-
ments that comply, in all material respects, with IFRSs as adopted by the EU and the additional
requirements of German commercial law pursuant to Sec. 315e (1) HGB, and that the consolidated
financial statements, in compliance with these requirements, give a true and fair view of the
assets, liabilities, financial position and financial performance of the Group. In addition, the exec-
utive directors are responsible for such internal control as they have determined necessary to
enable the preparation of consolidated financial statements that are free from material misstate-
ment, whether due to fraud (i.e., fraudulent financial reporting and misappropriation of assets)
or error.

In preparing the consolidated financial statements, the executive directors are responsible for
assessing the Group’s ability to continue as a going concern. They also have the responsibility
for disclosing, as applicable, matters related to going concern. In addition, they are responsible
for financial reporting based on the going concern basis of accounting unless there is an inten-
tion to liquidate the Group or to cease operations, or there is no realistic alternative but to do so.

Furthermore, the executive directors are responsible for the preparation of the group manage-
ment report that, as a whole, provides an appropriate view of the Group’s position and is, in all
material respects, consistent with the consolidated financial statements, complies with German
legal requirements, and appropriately presents the opportunities and risks of future develop-
ment. In addition, the executive directors are responsible for such arrangements and measures
(systems) as they have considered necessary to enable the preparation of a group management
report that is in accordance with the applicable German legal requirements, and to be able to
provide sufficient appropriate evidence for the assertions in the group management report.

The Supervisory Board is responsible for overseeing the Group’s financial reporting process for
the preparation of the consolidated financial statements and of the group management report.

Auditor’s responsibilities for the audit of the consolidated financial statements and of the group
management report

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and
whether the group management report as a whole provides an appropriate view of the Group’s
position and, in all material respects, is consistent with the consolidated financial statements
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and the knowledge obtained in the audit, complies with the German legal requirements and
appropriately presents the opportunities and risks of future development, as well astoissue an
auditor’s report that includes our opinions on the consolidated financial statements and on the
group management report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit con-
ducted in accordance with Sec. 317 HGB and the EU Audit Regulation and in compliance with
German Generally Accepted Standards for Financial Statement Audits promulgated by the Insti-
tut der Wirtschaftspruofer (IDW] will always detect a material misstatement. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis
of these consolidated financial statements and this group management report.

We exercise professional judgment and maintain professional skepticism throughout the audit.
We also:

o |dentify and assess the risks of material misstatement of the consolidated financial state-
ments and of the group management report, whether dueto fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinions. The risk of not detecting a material misstate-
ment resulting from fraud is higher than the risk of not detecting a material misstatement
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepre-
sentations, or the override of internal control.

e 0Obtain an understanding of internal control relevant to the audit of the consolidated financial
statements and of arrangements and measures (systems) relevant to the audit of the group
management report in order to design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of these sys-
tems.

e Evaluate the appropriateness of accounting policies used by the executive directors and the
reasonableness of estimates made by the executive directors and related disclosures.

e Conclude on the appropriateness of the executive directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
todraw attentionin the auditor’s report to the related disclosures inthe consolidated financial
statements and in the group management report or, if such disclosures are inadequate, to
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modify our respective opinions. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Group
to cease to be able to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial state-
ments, including the disclosures, and whether the consolidated financial statements present
the underlying transactions and eventsinamanner that the consolidated financial statements
give atrue and fair view of the assets, liabilities, financial position and financial performance
of the Group in compliance with IFRSs as adopted by the EU and the additional requirements
of German commercial law pursuant to Sec. 315¢e (1) HGB.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express opinions on the consolidated financial state-
ments and onthe group management report. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit opinions.
Evaluate the consistency of the group management report with the consolidated financial
statements, its conformity with [German]law, and the view of the Group’s position it provides.
Perform audit procedures on the prospective information presented by the executive direc-
torsinthe group management report. On the basis of sufficient appropriate audit evidence we
evaluate, in particular, the significant assumptions used by the executive directors as a basis
for the prospective information, and evaluate the proper derivation of the prospective infor-
mation from these assumptions. We do not express a separate opinion on the prospective
information and on the assumptions used as a basis. There is a substantial unavoidable risk
that future events will differ materially from the prospective information.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies ininternal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with the
relevant independence requirements, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence and where applicable, the
related safeguards.

From the matters communicated with those charged with governance, we determine those mat-
ters that were of most significance in the audit of the consolidated financial statements of the
current period and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter.
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Other legal and regulatory requirements

Report on the assurance on the electronic rendering of the consolidated financial statements
and the group management report prepared for publication purposes in accordance with
Sec. 317 (3a) HGB

Opinion

We have performed assurance work in accordance with Sec. 317 (3a) HGB to obtain reasonable
assurance about whether the rendering of the consolidated financial statements and the group
management report (hereinafter the “ESEF documents”) contained in the file “"GRAMMER_AG_
KA+KLB_ESEF-2023-12-31.zip” and prepared for publication purposes complies in all material
respects with the requirements of Sec. 328 (1) HGB for the electronic reporting format (“ESEF
format”). In accordance with German legal requirements, this assurance work extends only to
the conversion of the information contained in the consolidated financial statements and the
group management report into the ESEF format and therefore relates neither to the information
contained within these renderings nor to any other information contained in the file identified
above.

Inour opinion, the rendering of the consolidated financial statements and the group management
report contained in the file identified above and prepared for publication purposes complies in
allmaterial respects with the requirements of Sec. 328 (1) HGB for the electronic reporting format.
Beyond this assurance opinion and our audit opinions on the accompanying consolidated finan-
cial statements and the accompanying group management report for the fiscal year from1Jan-
uary 2023 to 31December 2023 contained in the “Report on the audit of the consolidated finan-
cial statements and of the group management report” above, we do not express any assurance
opinion on the information contained within these renderings or on the other information con-
tained in the file identified above.

Basis for the opinion

We conducted our assurance work on the rendering of the consolidated financial statements
and the group management report contained in the file identified above in accordance with Sec.
317 (30) HGB and the IDW Assurance Standard: Assurance on the Electronic Rendering of Finan-
cial Statements and Management Reports Prepared for Publication Purposes in Accordance with
Sec. 317 (3a) HGB (IDW AsS 410 (06.2022)). Our responsibility in accordance therewith is further
describedin the “Group auditor’s responsibilities for the assurance work on the ESEF documents”
section. Our audit firm applies the IDW Standard on Quality Management 1: Requirements for Qual-
ity Management in the Audit Firm (IDW QS 1).
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Responsibilities of the executive directors and the Supervisory Board for the ESEF documents
The executive directors of the Company are responsible for the preparation of the ESEF docu-
ments including the electronic rendering of the consolidated financial statements and the group
management report in accordance with Sec. 328 (1) Sentence 4 No. 1HGB and for the tagging of
the consolidated financial statements in accordance with Sec. 328 (1) Sentence 4 No. 2 HGB.

In addition, the executive directors of the Company are responsible for such internal control as
they have determined necessary to enable the preparation of ESEF documents that are free from
material intentional or unintentional non-compliance with the requirements of Sec. 328 (1) HGB
for the electronic reporting format.

The Supervisory Board is responsible for overseeing the process for preparing the ESEF docu-
ments as part of the financial reporting process.

Group auditor’s responsibilities for the assurance work on the ESEF documents

Our objective is to obtain reasonable assurance about whether the ESEF documents are free
from material intentional or unintentional non-compliance with the requirements of Sec. 328 (1)
HGB. We exercise professional judgment and maintain professional skepticism throughout the
engagement. We also:

ldentify and assess the risks of material intentional or unintentional non-compliance with
therequirements of Sec. 328 (1) HGB, design and perform assurance proceduresresponsive
to those risks, and obtain assurance evidence that is sufficient and appropriate to provide
a basis for our assurance opinion.

Obtain anunderstanding of internal control relevant to the assurance on the ESEF documents
in order to design assurance procedures that are appropriate in the circumstances, but not
for the purpose of expressing an assurance opinion on the effectiveness of these controls.
Evaluate the technical validity of the ESEF documents, i.e., whether the file containing the
ESEF documents meets the requirements of Commission Delegated Regulation (EU) 2019/815,
in the version in force at the date of the financial statements, on the technical specification
for this file.

Evaluate whether the ESEF documents enable an XHTML rendering with content equivalent to
the audited consolidated financial statements and to the audited group management report.
e Evaluate whether the tagging of the ESEF documents with Inline XBRL technology (iXBRL] in
accordance with the requirements of Arts. 4 and 6 of Commission Delegated Regulation (EU)
2019/815, in the version in force at the date of the financial statements, enables an appro-
priate and complete machine-readable XBRL copy of the XHTML rendering.
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Further information pursuant to Art. 10 of the EU Audit Regulation

We were elected as group auditor by the Annual General Meeting on 10 May 2023. We were
engaged by the Supervisory Board on 22 August 2023. We have been the group auditor of GRAM-
MER AG without interruption for more than 29 years. GRAMMER AG has been a capital market-ori-
ented company as defined by Sec. 264d HGB since fiscal year 1996.

We declare that the opinions expressed in this auditor’s report are consistent with the additional
report to the audit committee pursuant to Art. 11 of the EU Audit Regulation (long-form audit report).

In addition to the financial statement audit, we have provided to group entities the following ser-
vices that are not disclosed in the consolidated financial statements or in the group management
report:

o Audit of GRAMMER AG’s remuneration reportin accordance with Sec.162 (3) AktG for the fiscal
year from1January 2023 to 31 December 2023-

Other matter - Use of the auditor’s report

Our auditor’s report must always be read together with the audited consolidated financial state-
ments and the audited group management report as well as the assured ESEF documents. The
consolidated financial statements and the group management report converted to the ESEF
format - including the versions to be published in the Unternehmensregister [German Company
Register] - are merely electronic renderings of the audited consolidated financial statements
and the audited group management report and do not take their place. In particular, the ESEF
report and our assurance opinion contained therein are to be used solely together with the
assured ESEF documents made available in electronic form.
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German Public Auditor responsible for the engagement
The German Public Auditor responsible for the engagement is Udo Schuberth.

Nuremberg, March 13, 2024

EY GmbH & Co. KG
Wirtschaftsprufungsgesellschaft
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Responsibility Statement

To the best of our knowledge, and in accordance with the applicable reporting principles, the
consolidated financial statements give a true and fair view of the assets, liabilities, financial
position and profit or loss of the Group, and the Group Management Reportincludes a fair review
of the development and performance of the business and the position of the Group, together
with a description of the principal opportunities and risks associated with the expected devel-
opment of the Group.

Ursensollen, March 13, 2024

GRAMMER Aktiengesellschaft

The Executive Board

GRAMMER
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GRAMMER Group multi-year overview in accordance with IFRS

EURmM EURmM
2023 2022 2021 2020 2019 2023 2022 2021 2020 2019
Group revenue 2,304.9 2,158.8 1,903.0 1,710.7 2,038.5 Statement of Cash Flows
Revenue EMEA? 1,2109 1,131.4 1,0615 0658 Capital expenditure (without
Revenue AMERICAS 622.0 6725 5177 476.6 business combinations and
Revenue APAC 5303 4067 4063 3302 financial assets) 071 Q1.0 1147 838 132.8
Depreciation
Statement of income and amortization 818 1624 84.2 878 856.3
Gross profit 2428 1405 1753 1253 2314 Cash flow from
EBIT 420 450 180 _46.1 745 operating activities 1324 106.7 713 311 124.0
EBIT margin (%) 18 -21 1.0 -27 37 Employees
Financial result -32.8 -178 -12.2 -24.6 —204  Annual average 14,241 14,044 14,006 14,192 14,910
Eomings before taxes 0.2 -62.8 6.7 -70.7 63.6 Domestic emp|0yees 2,032 2,036 2,848 3,026 3,227
Income taxes -58 -158 -6.1 6.0 —201  Non-domestic employees 11,309 11,108 11,158 11,166 11,683
Net profit/loss 34 -78.6 06 ~647 435 personnel costs 5337 5185 4659 4441 4863
Consolidated Statement of Share data
Financial Position )
Prices
Total assets 16344 14446 14834  1,37/04 14744  (¥etrqclosing price in EUR) 1090 1055 1795 1990 3195
Non-current assets 8136 7681 8335 7996 8256 Market capitalization (EUR m) 166.1 16038 2735 303.2 40238
Equity 8134 301.1 3456 s02.2 3422 Earnings per share (EUR) 0.12 -5.26 0.08 -5.10 356
Equity ratio (%) 204 20.8 23.3 22.0 23.2
' With the extension of the syndicated loan by a KfW loan, the dividend will be suspended during the term of the third
Net financial liabilities 401.1 4293 420.2 358.0 3700
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tranche until 2025.

2 Due to the change of segment reporting in 2021, the comparative information for the reporting segments is only given

for 2020.
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Financial Statements of GRAMMER AG

GRAMMER AG’s results of operations

GRAMMER Aktiengesellschaft Statement of Income ' for the year from January 1to December 31

EURK EURK
2023 2022 2023 2022
Revenue 559,857 676,766 Other interest and similar income
Increase (2022: decrease) in inventories of finished goods - of which from affiliated companies
and work in progress 3,057 -1,545 EUR 2,152 thousand (2022: EUR 1,952 thousand) 3,105 1,957
Other operating income 9,091 66,176 Impairment of financial assets 111,187 119,333
Total revenues 572,905 741,397 Expenditure from the absorption of loss 8,273 12,367
Cost of materials 434,391 515,585 'mife? Ghﬂd Sig‘:.aregpeﬂses ‘
Depreciation and amortization 7,684 8,128 - of which from compounding
Other operating expenses 84,149 80,064 EUR 1,109 thousand (2022: EUR 2,923 thousand) 27,007 24,169
-38,753 45,383 Income taxes 1,626 4,062
Net investment income Net profit/loss -14,789 -56,081
- of which from affiliated companies Other taxes 108 235
EUR 107,872 thousand (2022: EUR 33,779 thousand) 108,428 33,779 Net loss for the year 14,897 ~56,316
Income from profit tronsf'elr agreements 50,840 11,802 Loss carried forward from the previous year -131,188 -74,872
Lr;cf?nrgi;gln;s;g?sr seourities and loans Net retained loss -146,085 -131,188
- of which from affiliated companies ! Financial statements according to HGB.
EUR 9,634 thousand (2022: EUR 10,929 thousand) 9,534 10,929
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Net assets of GRAMMER AG

GRAMMER Aktiengesellschaft Statement of Financial Position' as of December 31 of the respective financial year

Assets Equity and liabilities
EURK EURK
December 31, December 31, December 31, December 31,
2023 2022 2023 2022
A. Non-current assets A. Equity
I Intangible assets 8,085 10,209 I Subscribed capital 39,009 39,0009
Il.  Property, plant and equipment 79,416 82,806 Own shares -845 -845
lll. Financial assets 456,950 514,003 Issued capital 38,164 38,164
544,451 607,018 Il.  Capitalreserve 165,211 165,211
B. Current assets M. Retomeq earnings 132,158 132,158
| Inventories 47,006 45,136 IV. Netretained loss -146,085 -131,188
Il. Receivables and 189,448 204,345
other assets 197,911 192,267 B. Provisions
lll.Cash at bank andin hand 6,794 71380 1 provisions for retirement benefits 91,811 92,639
251,771 244,533 2. Tax provisions 002 2,340
C. Prepaid expenses 2,835 2,641 Other provisions 18,661 18,194
111,374 113,173
Total assets 799,057 854,192 (. Liabilities
1. Liabilities to banks 436,006 461,617
2. Prepayments received 264 2,645
3. Trade accounts payable 20,506 14,057
4. Liabilities to affiliated companies 34,725 49,674
5. Liabilities to companies in which an equity interest is held 1,037 288
6. Other liabilities 5,607 7,387
498,235 536,568
D. Deferredincome 0 106
Total Equity and Liabilities 799,057 854,192
! Financial statements according to HGB.
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