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Our strategic fields
of transformation

E-Mobility

Experience mobility -
Conventional Drive the future.

Mobility

As an independent and globally positioned supplier,
ElringKlinger is a powerful partner to the automotive industry.
Whether for conventional, hybrid, or all-electric drive
units — ElringKlinger offers tailor-made solutions for all
types of drive system, both for passenger cars and for
commercial vehicles. Many of them, such as fuel cells or
high-tech sealing systems, are also deployed in non-
automotive applications. Our core competencies include

Lightweighting
for all types
of drive systems

metal punching, embossing, forming, and coating as

well as plastic injection molding and the processing of
high-performance plastics. In combination with our
demonstrable abilities as an innovator, these skills form
the basis for a state-of-the-art product portfolio targeted

at four strategic fields of the future.

In the field of battery and fuel cell technology as well

as electric drive units, ElringKlinger was among the front-
runners when it came to positioning itself as an e-mobility
specialist with regard to components, modules, and systems.
The company's advanced lightweighting concepts help to
lower the overall weight of vehicles. This, in turn, reduces

Non- fuel consumption and CO, emissions, while alternative
Automotive

drive systems benefit from an extended range. ElringKlinger
develops and markets sealing and shielding systems for a

wide range of applications. Its portfolio is complemented by
engineering services, tooling technology, and products
made of high-performance plastics — also for industries beyond
the automotive sector — as well as a successful aftermarket
business. The ElringKlinger Group employs around 9,500 people
at 45 sites around the globe.
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My introductory words at this stage last year were that we had been thoroughly engulfed by the coronavirus
pandemic. Twelve months on, not much has changed. Despite effective vaccines and widespread inoculation
campaigns, the pandemic continues to shape our everyday lives. The rate of vaccination is still too low in
many countries to completely combat the virus and its variants. Despite these circumstances, however,
we are confident that the pandemic can be largely overcome this year.

At ElringKlinger, we have implemented the full range of measures necessary to protect the health of
our employees. We have kept the number of contacts within the Group as low as possible by working on
a mobile basis, while avoiding business travel and visits to our premises. We are committed to engaging
with others in a virtual format wherever feasible, both within the company and beyond. These measures
were taken at a central level and continue to apply. Despite the necessity of this action plan, we must
also concede that the consequences of these measures have become increasingly tangible — particularly
when it comes to staff interaction. We miss those moments of face-to-face contact in our jobs. Many of
us yearn for a return to normality in our day-to-day lives. This makes the performance of our team members
all the more impressive. Displaying tremendous dedication, they make a committed contribution to the
Group on a daily basis. Allow me to express my sincere thanks to all our employees, also on behalf of my
fellow Board members.

We are all concerned about events that were producing new headlines on a daily or an almost hourly
basis when these lines were written. In February 2022, the conflict between Russia and Ukraine escalated
into a full-blown war in Eastern Europe. War knows no victors. First and foremost, we see human
suffering — loss of life, separation of families, flight, displacement, and fear. The thoughts of all of us at
ElringKlinger are with those affected by this conflict; we honor its victims.

The economic repercussions will be significant for all, simply because globalization will no longer function
as it did in the past. Some borders will turn into barriers, and the distribution of energy and commodities
will become a central issue within the new economic and political order. Even before these events unfolded,
supply chains had been disrupted by lockdowns as a result of the pandemic, while shipping containers
were no longer available at their destinations. As the economy recovered, demand for commodities picked
up again, which drove the price of raw materials — already at an elevated level — even higher. The price
of raw materials used by ElringKlinger, such as aluminum, for example, increased by around 40% in 2021
alone. These adverse effects were intensified by extreme events such as torrential rain in Germany during
the summer months, the winter storm in Texas, or the Suez Canal disaster in March, which threw both
regional and global markets into disarray. Last but not least, our industry is having to contend with
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bottlenecks in the supply of semiconductors: these factors as a whole explain why car production grew
by a mere 3.4%, instead of around 13% as originally expected.

Against this backdrop in particular, ElringKlinger's financial results for 2021 can be considered more than
satisfactory. Despite the adversities outlined above, we were able to expand our revenue by 9.7% —
organically by as much as 10.1% - to EUR 1,624 million, thus again outperforming market growth of 3.4%.
We also saw a significant increase in earnings: the Group recorded earnings before interest and taxes
(EBIT) of EUR 102.0 million, which corresponds to a margin of 6.3%. The Group thus generated growth
of EUR 74.3 million compared to the previous year. You, as shareholders, shall also benefit from these
accomplishments. Therefore, the Management Board and the Supervisory Board propose to the Annual
General Meeting that a dividend of EUR 0.15 will be paid for the 2021 financial year.

We also recorded a noticeable improvement in our other key financials in 2021. By maintaining a disciplined
approach to capital expenditure and further optimizing net working capital, we were again able to push
operating free cash flow well into positive territory (EUR 72.0 million).

The improvement in our key financial indicators illustrates the success of the efficiency stimulus program
when it comes to fine-tuning specific elements. We launched this program in 2019 with the aim of
cementing profitability, consistently improving cash flow, and significantly reducing net financial liabilities —
goals that we achieved in full and even exceeded in many areas. In total, the Group has generated
operating free cash flow of EUR 412.5 million over the last three years and more than halved net financial
debt from EUR 795.5 million at the end of March 2019 to EUR 369.2 million at the end of 2021. Thus,
ElringKlinger is strongly positioned for the next stage of transformation that is now coming up.

The additional room for maneuver gained in this way is also considered important for the years ahead.
After all, the process of transformation in the automotive sector is entering the next phase. Having been
quick off the mark to establish a favorable technological position within fields considered promising for
the future, we now boast a product portfolio that is already marketable in many cases. In addition, we have
repositioned ourselves structurally in the last two years. As you know, we have entered into a partnership
with Airbus in the area of fuel cells, the aim being to make this technology usable for the aviation sector as
well. At the same time, we concluded a strategic alliance with our French partner Plastic Omnium. The
subsidiary EKPO Fuel Cell Technologies commenced operations on March 1, 2021, and has already
secured a number of contracts since then. Together with our partner, we will continue to pursue and exploit
the tremendous potential offered by the market for fuel cell components and stacks.

We have also achieved milestones in the field of battery technology over the past twelve months. Not only
have we established a new center of excellence in Neuffen, not far from our Group headquarters in
Dettingen/Erms, we have also been successful with regard to our sales activities in this area. In March, we
were able to announce a high-volume order for cell contact systems destined for the series platform
developed by one of Germany's premium carmakers. We also managed to expand the client base for our
products by attracting a global battery manufacturer as a direct customer. Here, production will com-
mence in 2022, as is also the case with regard to an order placed for the prototype of a battery system to
be installed in a high-end sports car.

For all our focus on new technologies, however, we must also be prepared for a decline in demand for
conventional components in some product groups, a development also accelerated by the pandemic.
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We have been tracking these trends closely and analyzing them as thoroughly as possible. As a result,
we have drawn up plans to pool our capabilities in the Shielding Technology business unit. These plans
are aimed at ensuring that the business unit remains competitive in the future.

In taking all these steps, we have prepared for the next phase of transformation. ElringKlinger has
established a strong technological, structural, and financial position, allowing it to exploit the opportunities
presented by change in the automotive sector. Demand for vehicles with alternative drive technologies

is growing inexorably. Compared to 2020, almost twice as many vehicles produced globally in 2021 were
already equipped only with a battery or fuel cell drive system. This strong trajectory of growth is set to
continue and ElringKlinger will benefit from the preparations it made well in advance.

For us on the Management Board, it is important to take advantage of the opportunities presented by the
continued upturn after the pandemic and the transformation of mobility. This also includes efforts in
the area of digitalization, which we will step up further in production and administration. After all, work
within this area can also make a lasting contribution to enterprise value for the Group as a whole.

Please explore for yourself the tremendous potential of the ElringKlinger Group. With this in mind, | hope
you enjoy reading our annual report. At the same time, | would like to thank you, our shareholders, for the
trust you have placed in ElringKlinger.

Dettingen/Erms, March 2022

Yours sincerely,

Dr. Stefan Wolf
Chairman of the Management Board
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The 2021 financial year was again dominated by the global
coronavirus pandemic. This, in conjunction with natural
disasters and other events, such as the Suez Canal blockage,
affected global supply chains, which in turn had a pronounced
impact on vehicle production, especially, due to the lack of
availability of electronic components and raw materials in
particular. Despite difficult circumstances, ElringKlinger
managed to tackle these challenges well. It was able to
achieve key goals such as the further reduction of debt and
the improvement of profitability. ElringKlinger also took im-
portant steps forward and posted successes in the area of new
drive systems such as fuel cell or battery technology, the aim
being to remain a sought-after partner to the vehicle industry
in these technologies as it looks to the future. Against this
backdrop, we can look forward with confidence to the compa-
ny’s ability to perform favorably in the future despite the dif-
ficult underlying conditions that will persist in 2022.

The Supervisory Board of ElringKlinger AG discharged in full
the duties incumbent on it according to the law, the Articles
of Association, the rules of procedure, and the German
Corporate Governance Code. It supervised the Management
Board and acted in an advisory capacity. The Supervisory
Board received appropriate monthly reports from the Man-
agement Board on key figures, matters of business, and
events. In addition, the Chairman of the Supervisory Board
and the Chairman of the Management Board (CEO) were in
regular and ongoing contact and exchanged information in
particular on the economic situation, important business
developments, and other significant events. The Chairman of
the Supervisory Board informed the other members of the
Supervisory Board of significant occurrences. The Chairman
of the Supervisory Board and the entire Supervisory Board
were therefore able to obtain a sufficient understanding of
business policies, corporate planning, profitability, and the
situation of the company and the Group. The Supervisory
Board was involved in decision-making processes of signifi-
cant importance in accordance with statutory requirements.
Such decisions, particularly those of strategic importance,
were discussed in detail with the Management Board. To the
extent that decisions or measures taken by the Management
Board required the approval of the Supervisory Board, such
approval was obtained in good time.
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The Supervisory Board convened for four scheduled meet-
ings in the reporting period. At the meetings, the Manage-
ment Board regularly provided a detailed overview of busi-
ness developments, particularly as regards the direction
taken by revenue and earnings as well as the cash flows and
financial performance of the Group, ElringKlinger AG, and
its subsidiaries. The Management Board presented its latest
projections together with its evaluation of the economic,
market, and competitive situation. In addition, the Manage-
ment Board provided ongoing information on the current
risk situation, particularly with regard to the coronavirus
pandemic, its consequences, and the measures implement-
ed at ElringKlinger, and, where necessary, relevant compli-
ance issues, significant legal disputes, and other matters of
fundamental importance. The meetings also dealt with stra-
tegic projects as well as the progress and target achieve-
ment of an optimization program aimed at streamlining
costs and improving profitability within the Group. The
issues were presented and discussed during the sessions of
the full Supervisory Board.

Additionally, the Supervisory Board dealt with the following
topics at its meetings in the year under review, alongside the
agenda items already described:

*  On March 25, 2021, the Supervisory Board focused on
the annual financial statements and the combined
management report of ElringKlinger AG and the Group
as of December 31, 2020, the 2020 annual report, in-
cluding the Supervisory Board report, the corporate
governance report, the compensation report, the com-
bined non-financial report, and the auditor’s report
compiled by Ernst & Young GmbH Wirtschaftspri-
fungsgesellschaft. The Supervisory Board adopted the
annual financial statements of ElringKlinger AG, en-
dorsed the consolidated financial statements together
with the combined management report, and approved
the non-financial report. The results of the efficiency
review conducted in respect of the duties discharged by
the Supervisory Board were presented and discussed
by the board members. Furthermore, the Supervisory
Board resolved on the agenda item relating to the
Annual General Meeting scheduled for May 18, 2021,



Klaus Eberhardt
Chairman of the Supervisory Board

and decided that the Annual General Meeting should
be held as a virtual event without the physical presence
of shareholders due to the anticipated continuation of
the coronavirus pandemic and the contact restrictions
associated with the pandemic. Finally, the Supervisory
Board approved the target figures proposed by the
Personnel Committee in the context of the compensa-
tion system for the Management Board approved by
the Annual General Meeting in 2021.

At the Supervisory Board meetings on July 21, 2021,
and September 29, 2021, the standard items on the
agenda, as already outlined above, were dealt with in
detail. In addition, the Management Board reported
extensively on the topics of data protection and IT
security at Elring-Klinger as part of the meeting held
in September.

To our Shareholders
Report by the Supervisory Board

As scheduled, the agenda for the meeting on December 2,
2021, included the 2022 budget and medium-term busi-
ness planning as well as structural measures relating to
the Group’s shielding technology business. The Super-
visory Board also dealt with matters relating to the audit
and compliance report as well as the current situation
with regard to the system of internal control. For this
purpose, the plenary meeting of the Supervisory Board
was also informed by the Chairman of the Audit Commit-
tee after these topics had been dealt with extensively in
the previous Audit Committee meeting. Finally, at this
meeting the Chairman of the Audit Committee reported
on the Audit Committee’s deliberations with regard to
the upcoming audit of the annual financial statements.
The Supervisory Board decided to commission Ernst &
Young GmbH Wirtschaftspriifungsgesellschaft to assist
it in reviewing the non-financial report.
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The meetings were attended by all of the Supervisory Board
members in 2021. Only at the meeting on March 25, 2021,
was one member prevented from attending for an important
reason. Due to the contact restrictions associated with the
coronavirus pandemic and in order to protect all those tak-
ing part, the meetings on March 25, 2021, and December 2,
2021, were held using electronic media without the physical
presence of participants. Following the December meeting,
the Supervisory Board held a so-called strategy dialogue
with the participation of individual members of the Super-
visory Board, the Management Board, and other members
of the company’s management circle.

The Audit Committee convened on four occasions during
the year under review. The subject matter of the meetings in
February and March 2021 was the audit of the 2020 annual
financial statements and the auditor’s report with in-depth
deliberations. At the Audit Committee meeting in July 2021,
the Audit Committee dealt in particular with the current
state of the internal control and risk management system.
The agenda of the December 2021 meeting convened by the
Audit Committee included, among other items, the task of
defining the focal points of the audit for the financial
year 2021, the procedure with regard to the audit of the
financial statements, and the report on internal auditing.
The meetings were attended, for a specific period of time,
by the auditors of Ernst & Young GmbH Wirtschaftspri-
fungsgesellschaft who were responsible for the audit. In
particular, the Audit Committee also monitored the inde-
pendence and efficiency of the auditor.

During the financial year under review, the Personnel Com-
mittee met once in February to discuss the proposal to de-
termine the so-called modifiers for the Management Board
compensation system approved by the Annual General
Meeting the previous year. The Mediation Committee did
not have to be convened during the fiscal year just ended.
Likewise, there was no need for the newly formed Nomina-
tion Committee to meet.

There were no conflicts of interest during fiscal 2021 be-
tween Supervisory Board members and the company.
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The provisions of the German Corporate Governance Code
were discussed during the plenary meeting of the Super-
visory Board. At the Supervisory Board meeting in December,
the declaration of compliance with the German Corporate
Governance Code was approved after extensive discussion.
The declaration was made available to shareholders on the
company’s website on December 3, 2021.

As stipulated by the provisions set out in the German Corpo-
rate Governance Code, the Supervisory Board conducted an
efficiency review in respect of its board and committee
activities on the basis of a questionnaire to be completed by
all members.

In accordance with the requirements of the German Corpo-
rate Governance Code, the company supports the members
of the Supervisory Board with regard to professional train-
ing measures. Fundamentally, it is at the discretion of the
respective Supervisory Board member which measures he
or she considers suitable and appropriate. In the reporting
year, no member of the Supervisory Board took part in
professional development events focusing on the duties of
the Supervisory Board.

The annual financial statements of ElringKlinger AG and the
corresponding consolidated financial statements with the
combined management report for the 2021 financial year,
as presented by the Management Board, were audited by
the auditors Ernst & Young GmbH Wirtschaftspriifungs-
gesellschaft. The audit mandate had been issued by the
Supervisory Board following the appointment of the
auditor by the Annual General Meeting on May 18, 2021. In
accordance with Section 315e of the German Commercial
Code (HGB), the consolidated financial statements of
ElringKlinger AG were prepared on the basis of International
Financial Reporting Standards (IFRS). The auditing firm
issued unqualified audit opinions for the annual financial
statements of ElringKlinger AG as well as for the consolidated
financial statements, including the combined management
report, for the financial year 2021. The Supervisory Board
was in possession of the documents relating to the financial
and consolidated financial statements as well as the two



audit reports compiled by the auditor. The aforementioned
documents were studied in depth by the Audit Committee
and the Supervisory Board as a whole before being dis-
cussed at length and examined in the presence of and in
consultation with the competent auditors. The Supervisory
Board concurred with the outcome of the audit. No objec-
tions were raised. At its meeting on March 24, 2022, the
Supervisory Board adopted the annual financial statements
of ElringKlinger AG and endorsed the consolidated financial
statements together with the combined management report.
Additionally, the Supervisory Board approved the non-
financial report.

Dettingen, March 24, 2022

On behalf of the Supervisory Board

W%J

Klaus Eberhardt
Chairman of the Supervisory Board

To our Shareholders
Report by the Supervisory Board

The Supervisory Board would like to thank the Management
Board and all members of staff at ElringKlinger AG and its
subsidiaries in Germany and abroad for their tremendous
commitment and successful efforts in a year that was again
marked by challenging conditions.
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ElringKlinger and the Capital Markets

Fiscal 2021 saw the coronavirus pandemic impact capital markets once again. Rapidly
rising rates of inflation and global supply bottlenecks were other influencing factors.
These underlying market conditions affected automotive manufacturers and their
suppliers in particular. Supply chain problems in the case of microchips and semi-
conductors had a direct impact on automotive production. Consequently, the share
prices of exchange-listed automotive suppliers fluctuated over the course of the
year. This was also true of ElringKlinger’s stock, which fell by 29% during the year.

Irrespective of external circumstances, ElringKlinger continued to communicate

with the capital markets virtually. The annual shareholder meeting as well as capital

market conferences and road shows were held online.

Stock markets on the rise — the pandemic, inflation, and
supply bottlenecks produce a mixed picture

Confidence about the general economic outlook and fears
over inflation shaped capital market developments during
the first quarter of 2021. Stock markets profited from favor-
able economic prospects. The start of the year was particu-
larly dominated by growth opportunities in the US econo-
my. Extensive fiscal stimuli, the relaxation of pandemic
measures, and significant progress on vaccinations in the
United States prompted stock markets around the world to
rally. Europe’s economies still found themselves a long way
off from any opening up during the first quarter. The eco-
nomic divergence between the United States, Europe, and
Asia remained significant over the same period. The likeli-
hood of imminent substantial economic stimuli resulted in
market rotation. Companies that stood to gain more from
the economic upturn, such as banks and airlines, rallied,
while technology stocks came under downward pressure.
The DAX posted a new high for the year at the end of the
quarter. However, this trend was not reflected in the overall
breadth of the market. Banks and automotive stocks were
the outright winners. Nasdaq, the US technology sector in-
dex, closed the first quarter with a gain of 1.6%, while the
DAX grew by a robust 9.4%. Up 5.8% at March 31, the
S&P500, the broad-based US benchmark index, significant-
ly trailed the German benchmark index.
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Solid corporate results for the second quarter provided a
further boost to stock markets. Following an extremely
good first quarter, share prices continued to climb. As of
June 30, 2021, Germany’s benchmark index, the DAX, post-
ed a positive half-year performance of +13.2%, Europe’s
Eurostoxx 50 grew by 14.4%, and the US S&P 500 index set
a new record of 4,297.50 points. The key Asian markets
lagged behind significantly. While Japan's Nikkei still grew
by a good 4%, China’s CSI 300 index posted no more than
a modest increase of +0.4%. However, continuing concerns
over rising inflation began to be reflected in growth pros-
pects. From oil and steel to lumber, commodity prices saw
extreme increases. In addition, supply chain problems, af-
fecting key industries such as microchips, appeared on the
horizon for automakers.

The third quarter was also characterized by upward trends
on stock markets. At the same time, inflation came in higher
than expected. The German Federal Statistical Office
reported a September inflation rate of 4.1% for Germany.
This was a level last seen in the early 1990s. In the United
States, inflation over the same period already exceeded the
5% mark.
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ElringKlinger's share price performance from January 1 to December 31, 2021 (indexed)
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Concerns over inflation, supply-side bottlenecks, an eco-
nomic slowdown, and a fourth wave of the pandemic domi-
nated the capital markets in the fourth quarter. Despite be-
ing faced with such adverse trends, stock markets remained
robust for a long time. However, the identification of a new
virus mutation B.1.1.529 (Omicron) at the end of November
caused stock markets to plunge on November 26, 2021.
Nevertheless, stock markets displayed robustness in what
was a challenging environment overall. After the broad-

Key Indicators for ElringKlinger's Stock

Aug ‘ Sep ‘ Oct ‘

based S&P 500 had already climbed well above its pre-crisis
level in the preceding year, it posted a gain of about 21%
from the start of 2021. The German benchmark index ended
the year at 15,884.86 points, up slightly with an increase of
0.2%. The EuroStoxx50 was half a percent higher at
4,305.72 points. The Chinese stock market experienced sig-
nificant losses in 2021, with the MSCI China down more
than 21% at the end of the year.

2021 2020
Earnings per share IFRS (after non-controlling interests, in EUR) 0.88 -0.64
Shareholder's equity per share as of Dec. 31 (in EUR) 15.5 12.82
High (in EUR)? 17.72 15.96
Low (in EUR)! 10.21 3.61
Closing price as of Dec. 31 (in EUR)? 11.11 15.84
Dividend per share (in EUR) 0 0
Average daily trading volume (German stock exchanges; volume of shares traded) 189,600 214,000
Average daily trading value (German stock exchanges; in EUR) 2,656,900 1,503,500
Market capitalization as of Dec. 31 (EUR millions)? 704.0 1,003.6

1 Xetra trading
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Shareholder Structure as of December 31, 2021

Estate of Lechler families 52.03%
Institutional investors 26.43%
Private investors 21.54%

ElringKlinger stock dips by 29% during trading year
Having trended upward in the fourth quarter of 2020,
ElringKlinger's share price entered a phase of consolidation
at the beginning of 2021. Upon publication of its prelimi-
nary results for the 2020 financial year on February 23,
2021, the company's stock was priced at EUR 12.96. Subse-
quently, ElringKlinger's share price rose strongly again un-
til mid-March. Against the persistent backdrop of pro-
nounced uncertainty caused by the ongoing pandemic and
other influencing factors, such as elevated commodity pric-
es and supply chain issues, ElringKlinger's stock — and au-
tomotive stocks in general — came under renewed pressure,
which forced the company's share price down to EUR 12.52
at the end of the quarter.

Following a period of price consolidation at the end of the
first quarter, ElringKlinger's stock entered the second quar-
ter with significant gains. This upward trend continued,
spurred by strong preliminary results for the first three
months of 2021 and favorable news surrounding new drive
technologies. On June 7, 2021, the company's share price
reached a preliminary high of EUR 17.72. By the end of the
quarter, the price of its shares had retreated to EUR 15.01.
This, however, still represented a gain of over 20% com-
pared to the previous quarter.

In the third quarter of 2021, ElringKlinger's stock saw yet
another round of consolidation. Amid gloomy forecasts for
automotive companies in response to declining production
figures caused by supply-side bottlenecks relating to semi-
conductors and raw materials, the sector as a whole trended
weaker on the stock market. At the end of the third quarter,
ElringKlinger shares were trading at EUR 11.59.
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Overall, the company's share price moved sideways in the
course of the fourth quarter. Following the publication of its
preliminary results for the third quarter, on October 12,
2021, ElringKlinger's stock initially recorded gains and
traded at EUR 13.09 on November 6, 2021. However, per-
sistent inflation and the impending fourth wave of the pan-
demic caused stock markets as a whole to weaken in the
subsequent period, which also affected ElringKlinger
shares. At the end of the year, however, the company's
share price was able to make slight gains, ultimately closing
the year of trading at EUR 11.11. Over the year as a whole,
ElringKlinger's share price fell by 29% as a result of the
developments outlined above.

Daily trading value well above previous year's level

The trading volume of ElringKlinger shares during the 2021
financial year was slightly down on the prior-year level. On
average, 189,614 shares were traded on stock exchange
days (2020: 214,000 shares). At EUR 2.6 million (2020:
EUR 1.5 million), the daily value of ElringKlinger's stock
traded on average on German stock exchanges was up
markedly on the previous year's figure. As a result, a suffi-
ciently high level of liquidity was available in the stock mar-
ket at all times over the course of the 2021 financial year to
also conduct larger share transactions.

2021 AGM again staged as a virtual event

The Annual General Meeting (AGM) of ElringKlinger AG
on May 18, 2021, was again held virtually. Chairman of the
Management Board Dr. Stefan Wolf looked back on a year
that was not only exceptional in nature but also challeng-
ing — a period in which the coronavirus pandemic had a
substantial impact on the automotive industry. He reported
that ElringKlinger had been able to achieve solid earnings
in 2020 despite the pandemic-induced decline in sales rev-
enue, alongside an improvement in net working capital* and
a significant reduction in debt. Due to the company's earn-
ings performance in the 2020 financial year, ElringKlinger
had already announced the suspension of its dividend in
March 2021 in order to further strengthen the Group in sup-
port of its ongoing transformation process. In addition, the
company's shareholders approved the compensation sys-
tem for the Supervisory Board and the associated amend-
ment to the Articles of Association. They also approved the
actions of the Management Board and the Supervisory
Board with over 98% and 97% of the votes respectively.
Ernst & Young GmbH Wirtschaftspriifungsgesellschaft,
Stuttgart, was appointed as the auditor for the financial
year 2021.
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International Securities Identification Number DE0007856023
German Securities Identification Code 785602
Exchange symbol ZIL2

Ticker symbol Bloomberg ZIL2

Ticker symbol Reuters ZILGn.DE

Share capital

EUR 63,359,990

Number of shares outstanding

63,359,990 shares

Stock exchanges

Xetra and all German exchanges

Market segment

Regulated Market

Transparency level

Prime Standard

Shareholder structure: more institutional investors than
in the previous year

There was no change in the ratio of shares in free float to
those in family ownership. At the end of the year, the own-
ership interest held by the Lechler families amounted to
52.03% of the 63,359,990 no-par-value shares issued in to-
tal. Within the free float (47.97%) the company saw a shift
in the overall structure toward institutional investors. As of
December 31, 2021, institutional investors held 26.4%
(2020: 24.0%) of the shares, while 21.5% (2020: 24.0%) of
the shares were held by private investors.

Virtual approach to capital market communication

As in the previous year, personal exchanges with capital
market players proved difficult due to the ongoing coronavirus
pandemic. Regardless of these underlying circumstances,
ElringKlinger continued to communicate virtually in the
year under review. As usual, the Group reported continu-
ously, promptly, comprehensively, and transparently on all
current and future developments of relevance to the company
and the industry as a whole. ElringKlinger used a variety of
communication channels to communicate with the capital
markets.

ElringKlinger AG participated in virtual capital market con-
ferences over the course of 2021. The Group also relied on
digital communication for road shows. In the second year of
the coronavirus pandemic, virtual formats have now estab-
lished themselves, as evidenced by feedback received from
investors, analysts, and brokers alike.

Upon publication of its quarterly results, ElringKlinger or-
ganized conference calls for investors and analysts. The
conferences were streamed live on the internet and subse-
quently published on the Group's website, including the

* Cf. glossary

associated presentation. In addition, a virtual conference
was organized specifically for journalists and analysts upon
publication of the annual report. The Management Board of
ElringKlinger AG then spoke personally to those taking part.

Sustainability criteria becoming established within
capital markets

To an increasing extent, both private and institutional inves-
tors are placing sustainable management and responsible
social engagement by companies at the center of their
investment decisions. So-called ESG* criteria, which describe
environmental, social, and governance issues, are thus
establishing themselves as an additional criterion for inves-
tors alongside the classic financial indicators.

ElringKlinger's commitment to sustainability in respect of
the environment, employees, and society as a whole is
increasingly gaining recognition within the capital markets.
Overall, the Group offers interesting opportunities for inves-
tors focusing on the issue of sustainability. The company
pursues a long-term approach, operates in a sustainable
manner, and aligns its strategy with environmental and
quality standards as well as the German Corporate Gover-
nance* Code (DCGK).

In its latest sustainability report, ElringKlinger provides
comprehensive and transparent information on issues relat-
ing to sustainability, the ambition being to contribute to sus-
tainable development over and above the statutory require-
ments. The report can be accessed on ElringKlinger's
website.
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Compensation Report

The compensation report of ElringKlinger AG presents in a transparent and readily
intelligible manner the compensation individually granted and owed to the members
of the Management Board and the Supervisory Board for the 2021 financial year,

in addition to providing explanations. The report complies with the requirements
of the German Stock Corporation Act (Aktiengesetz — AktG). The current com-
pensation system applies as from the 2021 financial year and was approved by the
Annual General Meeting on May 18, 2021, with a majority of 98.8%.

The compensation system for Management Board members
is aligned with the company's long-term corporate strategy
as well as its objective of sustained success and sets corre-
sponding incentives for the Management Board. The com-
pensation system takes into consideration the size, com-
plexity, and financial situation of the company as well as its
prospects for the future. Therefore, the compensation sys-
tem consists of parameters that are transparent and perfor-
mance-based, in addition to embracing the aspect of sus-
tainability. The focus of the compensation system is on the
duties and performance of the entire Management Board.

The proportion of variable compensation exceeds that of
fixed compensation. Additionally, the target value of long-

term variable compensation is higher than that of short-
term variable compensation.

This structure in respect of compensation components is
aimed at promoting positive corporate development. The
larger variable proportion of long-term variable compen-
sation in particular provides an incentive to safeguard the
company's sustained performance and to focus on positive
long-term corporate development.

In summary, the compensation system is aimed at support-
ing and fostering the company's transformation and evolv-
ing the company in pursuit of long-term profitability.

Compensation structure for members of the Management Board

Taking into consideration the new regulatory requirements
of the Act Implementing the Second Shareholders' Rights
Directive (Gesetz zur Umsetzung der zweiten Aktionars-
rechterichtlinie — ARUG II) and the revised German Corporate
Governance* Code (GCGC) in the version of December 16,
2019, the Supervisory Board resolved to review the current
compensation system as regards the possible need for
adjustments.

Against this background, an external consulting firm was

commissioned to support the Supervisory Board in the pro-
cess of restructuring the compensation system.

ElringKlinger AG Annual Report 2021

The Supervisory Board's Personnel Committee addressed
this issue as part of five meetings in total and submitted to
the Supervisory Board its proposal of a detailed concept. At
its meeting on September 30, 2020, the Supervisory Board
accepted the concept as presented, including the individual
contractual adjustments, and resolved to implement it ac-
cordingly. By the end of 2020, the overall concept adopted
by the Supervisory Board had been implemented. On May
18, 2021, the Annual General Meeting voted in favor of the
conversion of the compensation system with a majority of
98.8%. The principal adjustments are summarized below:



Compensation component
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Change

Change of the EBIT target to a year-on-year comparison and extension

Short-term to include operating free cash flow as an additional financial target
Change from an economic value added bonus system (LTI II) to
variable compensation that focuses on the increase in enterprise

Long-term value with reference to shares

Share ownership guideline

Several years per tranche

Malus/clawback

Introduction of malus/clawback compliance provisions

Maximum compensation

Change in the assessment basis of maximum compensation

As of December 31, 2021, there were still two tranches re-
lating to the Economic Value Added bonus system (LTI II)
that was valid until 2020. LTI II is a bonus based on the
economic value added to the ElringKlinger Group. The
Management Board receives a percentage of the economic
value added calculated in respect of the company. The EVA
bonus is granted at the beginning of a three-year benefit
period and corresponds to the percentage of average eco-
nomic value added in respect of the three subsequent finan-
cial years. The annual economic value added is calculated
according to the following formula:

EVA = (EBIT x (1 -T)) — (WACC x Capital Invested)

The first component is calculated on the basis of EBIT* in
respect of the financial year as well as the average Group
tax rate (T).

The second component is computed by multiplying Group
WACC by capital invested. The weighted average cost of
capital (WACC) is calculated with the help of the basic inter-
est rate, the market risk premium, and the beta factor. The
beta factor represents the individual risk of a share in rela-
tion to the market index. It is determined as an average val-
ue of all the peer group companies. The credit spread for

* Cf. glossary

borrowing costs, as the premium on the risk-free basic
interest rate, was derived from a peer group rating. Capital
invested is calculated on the basis of Group equity plus net
financial liabilities (i.e., net debt*) as of January 1 of the
financial year.

90% of the LTI II amount is paid out to the member of the
Management Board in question, after the end of the three-
year benefit period, in the subsequent year. Using the re-
maining 10% of the LTI II amount, the company purchases
shares in ElringKlinger AG on behalf and for account of the
Management Board member in question. The Management
Board member is prohibited from accessing these shares
for a further three years. Dividends and subscription rights
are at the disposal of the Management Board member. The
maximum amount granted from LTI II has been set at twice
the amount of fixed compensation.

No compensation arises from the 2019-2021 and 2020-
2022 tranches.

The conversion of post-employment benefits was imple-
mented effective from January 1, 2020. The LTI and STI will
be granted under the new compensation system as from
January 1, 2021.
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System of compensation applicable to the 2021 financial year, the structuring of the

The following table provides an overview of the components individual compensation components, and the objectives on

of the compensation system for Management Board members

Component

Objective

which they are based:

Structuring

Non-performance-based
compensation

Basic compensation

Securing a basic income

Cash compensation

Alignment with the Board member's area
of responsibility

Payment in twelve monthly installments

Fringe benefits

Company car

Insurance benefits

Benefits for private retirement
benefits or retirement pension

Securing adequate pension provision

Payment of an annual fixed amount (three
members of the Management Board) or

allocation of a percentage of the last monthly fixed
salary per year of service to the retirement benefits
scheme (one Management Board member)

Performance-based
compensation

Short-Term Incentive (STI)

Profitable growth of the company

Year-on-year comparison of EBIT

Year-on-year comparison of operating free cash flow

Modifier for additional targets to be agreed

Payment in cash

Long-Term Incentive (LTI)

Sustained corporate performance and incentivization
toward increase in enterprise value based on share price

Granting at the beginning of a financial year based on
the year-on-year comparison of EBIT and operating
free cash flow

Modifier for additional targets to be agreed

Payment in cash with the proviso that shares shall be
acquired in ElringKlinger AG and subsequently held
for several years

Benefits in the event of
termination of employment

Termination by mutual consent

Avoidance of excessive severance payments

Severance payment limited to remaining term of
employment contract or maximum of two years'
compensation

Other compensation
arrangements

Malus/clawback

Sustained corporate performance

Option for the Supervisory Board to withhold STI and
LTI or to reclaim compensation already paid

Maximum compensation

Restriction of disbursements above an appropriate level
due to possible exceptional circumstances

STI: two times the individual allocation value

LTI: two times the individual allocation value

Deviations from the
compensation system

Safeguarding the sustained performance of the company

In exceptional circumstances, the Supervisory Board
has the authority to determine a different agreement
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With the exception of the payment date of the LTI, there
were no deviations from the compensation system de-
scribed above in the 2021 financial year.

Short-Term Incentive (STI)

The STI is based on the two key financial performance tar-
gets EBIT (“Earnings Before Interest and Taxes”) and Oper-
ating FCF (“Operating Free Cash Flow*”), each weighted at
50%. It is granted annually and paid out in cash. The au-
dited, certified, and approved consolidated financial state-
ments of ElringKlinger AG are authoritative for both indica-
tors. It is at the discretion of the Supervisory Board to set
parameters deviating from the audited figures in the event
of extraordinary circumstances.

Target attainment with regard to EBIT is determined on the
basis of a year-on-year comparison of actual figures. In this
context, the actual EBIT value in the respective financial
year is compared with the actual EBIT value of the previous
financial year. If EBIT remains the same as in the previous
year, target attainment equals 100%. If EBIT increases by
+100%, the maximum level corresponds to 200%. In the
case of EBIT of -50% compared to the previous year, the
target attainment level is 0%, which corresponds to a mini-
mum value. The values within this range are interpolated.
The EBIT target attainment curve is shown below.

EBIT target attainment curve

200%
Cap

100%

Degree of target attainment in % —

0%
100%

-50% 0%
Actual/actual comparison EBIT in % ———

Target attainment for operating FCF is also determined on
the basis of a year-on-year comparison of actual figures.
The actual value of operating FCF in the respective financial
year is compared with the actual value of operating FCF of
the previous financial year. If operating FCF remains the

* Cf. glossary
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same as in the previous year, target attainment equals
100%. If operating FCF is up by +100%, the maximum
level corresponds to 200%. In the case of operating FCF of
-50% compared to the previous year, target achievement is
0%, which corresponds to a minimum value. The values
within this range are interpolated. The target achievement
curve for operating FCF is shown below.

Operating FCF target attainment curve
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Actual/actual comparison operating FCF in %

An additional modifier enables the Supervisory Board to as-
sess not only the level of financial target attainment but also
the individual and collective performance of the Manage-
ment Board as well as the achievement of stakeholder ob-
jectives on the basis of specific criteria. The criteria for as-
sessment are determined by the Supervisory Board at the
beginning of each financial year, at the latest within the first
three months. It is at the discretion of the Supervisory Board
to determine the modifier, which can range from 0.8 to 1.2.

An individual allocation value is contractually agreed for
each member of the Management Board. Overall target at-
tainment is calculated from the sum of target attainment of
EBIT and operating FCF multiplied by the modifier. The STI
figure is calculated by multiplying the individual allocation
value by overall target attainment. The maximum amount of
the STI per Management Board member is two times the
allocation value. The principles of the STI are illustrated in
the following diagram.

Factors to determine the STI for the 2021 financial year

For the 2021 financial year, the criteria for the modifier
were set collectively for all Management Board members as
innovation ratio, customer retention, and improvement in
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Summary: Principles of the Short-Term Incentive (STI)

FYn

Overall target attainment STI

- Target attainment Target attainment of . ST paid out
el EBIT (in %) operating FCF (in %) Modifier (in EUR)
allocation value X + X (range:
STI (in EUR) . i 0.8-1.2) Cap: 200%
Weighting: 50% Weighting: 50% e allocation value

energy efficiency. The innovation ratio shows the hours CO, emissions in relation to revenue. Furthermore, due to
spent on research and development for e-mobility in rela- the economic impact of the coronavirus crisis, the Super-
tion to the total hours spent on research and development. visory Board decided to set a prior-year operating FCF figure
The customer loyalty modifier is based on the average order for 2020 of EUR 30,000k instead of the reported
backlog of the last twelve months. Energy efficiency is cal- EUR 164,695k.

culated on the basis of CO; reduction. The indicator puts

Target attainment 2021

Target Weighted target
EUR k 2020 2021 attainment Weighting attainment
EBIT 27,736 102,030 200% 50% 100%
Operating free cash flow 30,000 71,971 200% 50% 100%
Total 100% 200%
Target Weighted target
Target 2021 attainment Weighting attainment

Modifier
Innovation ratio >50% 69% 1.2 1/3 0.40

>EUR 1,200 EUR 1,242
Customer retention million million 1.2 173 0.40
Improvement in energy efficiency >2.5% 13.0% 1.2 173 0.40
Modifier 1.00 1.20
Overall target attainment 240%
Maximum

STI EUR k amount  Allocation value STI
Dr. Stefan Wolf 960 480 960
Theo Becker 480 240 480
Reiner Drews 480 240 480
Thomas Jessulat 480 240 480
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Given an overall target attainment of 240%, the maximum
level of compensation is granted in the amount of twice the
allocation value.

Long-Term Incentive (LT1)

Eligible Management Board members are entitled to an LTI
granted on an annual basis. In accordance with the method
applied to the STI, the allocation value is multiplied by the
overall target attainment figure for the STI of the financial

Summary: Principles of the Long-Term Incentive
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year preceding the respective financial year. The amount
paid out for the respective financial year under review is
determined on the basis of this calculation. The amount
payable must be fully invested in company shares after
deduction of applicable taxes and duties. These shares must
be held for a period of four years.

The underlying principles are illustrated in the following
diagram.

Share 4-year holding period “Restricted Stocks” Share price at
price at end of holding
purchase ) period
FY o1 FYn " FYn Froe | FYos
[ | n— } [

Overall target

attainment
STlpq = amount

payable

Gross

Individual
allocation
value

(maximum 200%)

Purchase of shares
totaling net
amount payable
by financial

service provider

Freely

available
shares

The individual allocation value is granted in annual rolling
tranches, each at the beginning of a financial year (“alloca-
tion date”). This form of compensation is granted immedi-
ately subsequent to the adoption of the consolidated finan-
cial statements and the determination of overall target
attainment for the STI of the financial year preceding the
grant year of the respective tranche of the LTI.

The gross payment amount is calculated by multiplying the
individual allocation value by the figure of overall target

attainment determined for the STI of the financial year pre-
ceding the grant year of the respective tranche of the LTI.

In 2021, the LTI was granted for the first time. The modifier
was set at 1.0 by the Supervisory Board. The target attain-
ment level was 44% and thus below the maximum amount.
By way of derogation from the provisions of the compensa-
tion system, the LTI 2021 was granted as late as December
rather than at the beginning of the financial year. The fol-
lowing overview shows the level of target attainment and
the number of shares acquired:

LTI 2021

Target Weighted target
EUR k 2019 2020 attainment Weighting attainment
EBIT 61,233 27,736 -54.7% 50% 0%
Free cash flow 175,821 164,695 -6.3% 50% 44%
Total 100% 44%
Modifier 1.00
Overall target attainment 44%
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Average
Maximum purchase price Number of
LTI EUR k amount  Allocation value LTI in EUR acquired shares
Dr. Stefan Wolf 1,440 720 315 10.43 15,827
Theo Becker 720 360 157 10.43 7,371
Reiner Drews 720 360 157 10.43 7,914
Thomas Jessulat 720 360 157 10.43 7,914

The shares were acquired in the period between December
17 and 21, 2021. The vesting period ends after four years in
2025.

Maximum compensation
Maximum compensation payable to the members of the
Management Board corresponds to the sum of maximum

amounts that can possibly be paid from all compensation
components for the respective financial year.

The following table lists the maximum amount of compen-
sation for each Management Board member, as approved
by the Supervisory Board for the 2021 financial year:

Dr. Stefan Wolf Theo Becker Reiner Drews Thomas Jessulat Total
Maximum compensation
EUR k 2021 2021 2021 2021 2021
Non-performance-based compensation
Fixed annual salary 636 432 401 401 1,870
Fringe benefits 37 8 8 48 101
Benefits for private pension provision 400 0 300 300 1,000
Total 1,073 440 709 749 2,971
Performance-based compensation
Short-Term Incentive 960 480 480 480 2,400
Long-Term Incentive 1,440 720 720 720 3,600
Total 2,400 1,200 1,200 1,200 6,000
Maximum compensation 3,473 1,640 1,909 1,949 8,971

Malus/clawback

If, subsequent to the payment of variable compensation, it
transpires that the consolidated financial statements were
incorrect and that, after correction of the consolidated
financial statements, a lower amount or no amount shall be
payable in respect of variable compensation or that there
has been a breach of a material contractual obligation or
significant breaches of the duty of care within the meaning
of Section 93 AktG, it shall be at the discretion of the Super-
visory Board to reduce the amount of unpaid variable com-
pensation granted for the financial year in which the viola-
tion occurred partially or completely to zero (“malus”) or to
reclaim partially or completely (“clawback”) the gross
amount of variable compensation already paid for the finan-
cial year in which the violation occurred. No clawback
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actions occurred in 2021 with regard to variable compen-
sation components.

Share ownership guideline

The members of the Management Board are obliged to
acquire shares in the company equivalent to a full gross
annual salary within a build-up period of four years and to
hold them for the duration of their appointment as a mem-
ber of the Management Board of ElringKlinger AG and for
two years beyond this period.

The fulfillment of this obligation shall be demonstrated to
the Chairman of the Supervisory Board at the end of each
financial year.



Benefits for private pension provision

The benefit allowance is a fixed amount that is paid out an-
nually to three members of the Management Board. As a
component of non-performance-based compensation, it is
shown in the summary of Management Board compensation.

Fixed amount

Management Board member in EUR k
Dr. Stefan Wolf 400
Reiner Drews 300
Thomas Jessulat 300

Retirement pension

Under the retirement pension arrangements applicable pri-
or to 2020, there are also commitments in respect of an an-
nual retirement pension for three members of the Manage-
ment Board. The retirement pension was contractually
defined and amounts to between EUR 14k and EUR 190k.

The retirement pension policy continues to apply to the
member Theo Becker of the Management Board. The retire-
ment pension is calculated as a percentage of pensionable
income. The percentage is dependent on the number of
years of service as a Management Board member. The per-
centage rate is 3.2% of the last monthly fixed salary prior to
leaving the company in respect of each full year of service.
This percentage rate can rise to a maximum of 45%.

The entitlement to a retirement pension becomes applicable
in respect of all contracts as soon as the contract of service
has ended, but not before the individual has reached the
age of 63. This entitlement also becomes applicable as soon
as the Management Board member has reached the age
that entitles him to receive full statutory pension benefits
as well as in the event of occupational disability. Existing
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entitlements in respect of time spent as a salaried employee
of the company are not factored in to this calculation and
continue to apply.

If a member of the Management Board acts in a manner that
is grossly negligent or displays gross negligence in his fail-
ure to act in specific instances and such actions or failures
to act would result in significant damages to the Group, all
entitlements to a retirement pension shall lapse; the same
shall apply if the member of the Management Board enters
the service of an entity that is in direct competition with the
company.

The contracts include provisions governing surviving de-
pendents' benefits. If a member of the Management Board
dies during the period in which the employment contract is
applicable or once the retirement benefits become due, his
widow or dependent children shall receive a widow's or
orphan's pension. The widow's pension amounts to 50% of
the retirement pension of the deceased. The orphan's pen-
sion amounts to 20% of the widow's pension to the extent
that a widow's pension is payable simultaneously and 40%
of the widow's pension to the extent that no widow's
pension is payable.

The widow's or orphan's pensions shall not exceed 60% of
the amount to which the deceased would have been entitled
if he had entered into retirement on the day of his death.

Review and adjustment of compensation

The salary components are to be reviewed by the compa-
ny's Supervisory Board every two years. The next review is
scheduled for January 1, 2023. The Supervisory Board has
the authority to grant the Management Board member spe-
cial compensation. A decision on this is at the free discre-
tion of the Supervisory Board in compliance with legal
requirements.
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Amount of Management Board compensation in 2021

The following itemized overview presents the amount of
compensation granted and owed to each member of the
Management Board in the 2021 financial year. In accor-
dance with the provisions set out in Section 162 of the

Compensation granted and owed

German Stock Corporation Act (Aktiengesetz — AktG), the
amount of compensation granted and owed must be stated
as the amounts that became due in the reporting period and
have already been paid to the individual Management Board
member or whose due payment has not yet been concluded.

Dr. Stefan Wolf Theo Becker

EUR k 2021 in % 2020 in % 2021 in % 2020 in %
Non-performance-based compensation

Fixed annual salary 636 27.1 558 37.6 432 33.6 432 43.0
Fringe benefits 37 1.6 37 2.5 8 0.6 8 0.8
Benefits for private pension provision 400 17.0 400 26.9 0 0.0 0 0.0
Total 1,073 45.7 995 67.0 440 34.2 440 43.8
Performance-based compensation

Short-Term Incentive 960 40.9 490 33.0 480 373 367 36.6
Long-Term Incentive 315 13.4 0 0.0 157 12.2 0 0.0
Total 1,275 54.3 490 33.0 637 49.5 367 36.6
Compensation granted and owed 2,348 100.0 1,485 100.0 1,077 83.7 807 80.4
Service cost 0 0.0 0 0.0 210 16.3 197 19.6
Total compensation 2,348 100.0 1,485 100.0 1,287 100.0 1,004 100.0

Pension obligations
The current service cost as well as the present value (DBO)
of the pension provisions are as follows:

Dr. Stefan Wolf Theo Becker Reiner Drews Thomas Jessulat Total
EUR k 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Current service cost 0 0 210 197 0 0 0 0 210 197
Present value (DBO) 5,928 6,243 4,998 5,487 342 381 735 817 12,003 12,928

Pensions for former members of the Management
Board, the management of merged entities, and their
surviving dependants

A provision of EUR 16,524k (2020: EUR 17,171k) was made
for pension obligations. Total compensation amounted to
EUR 928k in the 2021 financial year (2020: EUR 914Kk).
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Reiner Drews Thomas Jessulat Total

2021 in % 2020 in % 2021 in % 2020 in % 2021 in % 2020 in %
401 29.8 288 34.1 401 28.9 317 34.8 1,870 29.4 1,595 37.6
8 0.6 12 1.4 48 35 48 5.3 101 1.6 105 2.5
300 223 300 35.5 300 21.6 300 33.0 1,000 15.7 1,000 23.6
709 52.7 600 71.0 749 54.0 665 731 2,971 46.7 2,700 63.7
480 35.6 245 29.0 480 34.7 245 26.9 2,400 37.7 1,347 31.7
157 1.7 0 0.0 157 11.3 0 0.0 786 12.3 0 0.0
637 47.3 245 29.0 637 46.0 245 26.9 3,186 50.0 1,347 31.7
1,346 100.0 845 100.0 1,386 100.0 910 100.0 6,157 96.7 4,047 95.4
0 0.0 0 0.0 0 0.0 0 0.0 210 3.3 197 4.6
1,346 100.0 845 100.0 1,386 100.0 910 100.0 6,367 100.0 4,244 100.0

Compensation structure for members of
the Supervisory Board

Supervisory Board compensation is governed by the provi-
sions set out in Section 13 of the Articles of Association of
ElringKlinger AG. The level of compensation is determined
by the Annual General Meeting. The members of the Super-
visory Board shall receive remuneration that is commensu-
rate with their duties and the circumstances of the compa-
ny. The compensation system was last adjusted on July 7,
2020. The members of the Supervisory Board receive fixed
compensation of EUR 50k (2020: EUR 50k) for each full
financial year they have served on the Supervisory Board.
Membership of a committee is remunerated at EUR 6k
(2020: EUR 6k) and membership of the Audit Committee is
remunerated at EUR 10k (2020: EUR 10k). Additionally, the
members of the Supervisory Board receive a lump-sum pay-
ment of EUR 1k (2020: EUR 1Kk) for each Supervisory Board

meeting they attend. The chairperson of a committee
receives double the respective amounts. Compensation in
respect of membership of the Mediation Committee shall
only be payable in those cases in which the Committee has
to be convened. No compensation is granted for the
Nomination Committee.

The role of the Supervisory Board Chairman and the role of
his Deputy are taken into consideration when determining
the level of compensation. The Chairman of the Supervisory
Board receives three times (2020: three times) and the Dep-
uty Chairman two times (2020: two times) the compensation
paid to other Supervisory Board members. Expenses in-
curred by the Supervisory Board members are reimbursed
to an appropriate extent. Supervisory Board members who
have not held the post for a full financial year receive a pro
rata amount of fixed compensation. Fixed compensation is
due at the end of the financial year.
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Amount of Supervisory Board compensation in 2021 totaling EUR 1k (2020: EUR 2k) were reimbursed. Compen-
In the year under review, compensation granted and owed sation payable to the individual members of the Supervisory
to the Supervisory Board of ElringKlinger AG amounted to Board was as follows:

EUR 859k (2020: EUR 889k). Additionally, travel expenses

2021 2020
Compensation for Compensation for
Fixed compensation committee work Total Fixed compensation committee work Total
EUR k in % EUR k in % EUR k EUR k in % EUR k in % EUR k
Klaus Eberhardt 158 87.8 22 12.2 180 161 88.0 22 12.0 183
Markus Siegers 106 94.6 6 5.4 112 108 94.7 6 53 114
Nadine Boguslawski - - - - - 28 100.0 0 0.0 28
Armin Diez 8 100.0 0 0.0 8 55 84.6 10 15.4 65
Pasquale Formisano - - - - - 28 100.0 0 0.0 28
Rita Forst 54 100.0 0 0.0 54 55 100.0 0 0.0 55
Andreas Wilhelm Kraut 54 100.0 0 0.0 54 55 100.0 0 0.0 55
Helmut P. Merch 54 73.0 20 27.0 74 27 73.0 10 27.0 37
Gerald Miiller 54 100.0 0 0.0 54 55 100.0 0 0.0 55
Paula Monteiro Munz 54 100.0 0 0.0 54 55 100.0 0 0.0 55
Barbara Resch 53 100.0 0 0.0 53 27 100.0 0 0.0 27
Prof. Hans-Ulrich Sachs - - - - - 28 100.0 0 0.0 28
Gabriele Sons 54 90.0 6 10.0 60 55 90.2 6 9.8 61
Manfred Strau 54 84.4 10 15.6 64 56 78.9 15 21.1 71
Bernd Weckenmann 37 100.0 0 0.0 37 - - - - -
Olcay Zeybek 54 100.0 0 0.0 54 27 100.0 0 0.0 27
Total 794 92.4 65 7.6 858 820 92.2 69 7.8 889
Information on the relative change in Management financial performance indicators of the Group. In addition,
Board and Supervisory Board compensation compensation of the Management Board is shown in rela-

The following overview lists the change in compensation tion to the total workforce as well as to employees covered
granted and owed to the individual members of the Man- by collective agreements, in each case relating to the head-
agement Board and the Supervisory Board in relation to the counts for Germany.

Compensation of the Management Board and Supervisory Board in relation to the company's earnings performance

EUR k 2021 2020 in %

Management Board

Dr. Stefan Wolf 2,348 1,485 158.1
Theo Becker 1,077 807 133.5
Reiner Drews 1,346 845 159.3
Thomas Jessulat 1,386 910 152.3

ElringKlinger AG Annual Report 2021



To our Shareholders
Compensation Report

EUR k 2021 2020 in %
Supervisory Board

Klaus Eberhardt 180 183 98.4
Markus Siegers 112 114 98.2
Nadine Boguslawski 28 -
Armin Diez 8 65 12.3
Pasquale Formisano 28 -
Rita Forst 54 55 98.2
Andreas Wilhelm Kraut 54 55 98.2
Helmut P. Merch 74 37 200.0
Gerald Miiller 54 55 98.2
Paula Monteiro Munz 54 55 98.2
Barbara Resch 53 27 196.3
Prof. Hans-Ulrich Sachs 28 -
Gabriele Sons 60 61 98.4
Manfred Strauf 64 71 90.1
Bernd Weckenmann 37 - -
Olcay Zeybek 54 27 200.0
Key earnings indicators ElringKlinger AG

Net income or loss for the year 70,087 -11,566

Key earnings indicators Group

EBIT 102,030 27,736 367.9
ROCE 6.4% 1.7% 376.5
Operating free cash flow 71,971 164,695 43.7
Equity ratio 47.0% 41.4% 113.5
Net debt/EBITDA 1.7 2.5 68.0
Workforce

Total workforce in Germany! 58 55 105.5
Employees covered by collective agreements in Germany 55 52 105.8

1 Without Management Board

Dettingen/Erms, March 28, 2022

For Management Board

For Supervisory Board

/aC’wJ

29

Dr. Stefan Wolf,
Vorsitzender des Vorstands

Klaus Eberhardt,
Vorsitzender des Aufsichtsrats

Thomas Jessulat,
Finanzvorstand
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Report of the independent auditor on the audit of the remuneration report

pursuant to Sec. 162 (3) AktG

To ElringKlinger AG

Opinion

We have audited the formal aspects of the remuneration re-
port of ElringKlinger AG, Dettingen/Erms, for the fiscal year
from January 1, 2021 to December 31, 2021 to determine
whether the disclosures required by Sec. 162 (1) and (2)
AktG [“Aktiengesetz”: German Stock Corporation Actl have
been made therein. In accordance with Sec. 162 (3) AktG,
we have not audited the content of the remuneration report.

In our opinion, the disclosures required by Sec. 162 (1) and
(2) have been made in the accompanying remuneration
report in all material respects. Our opinion does not cover
the content of the remuneration report.

Basis for the opinion

We conducted our audit of the remuneration report in ac-
cordance with Sec. 162 (3) AktG and in compliance with the
IDW Auditing Standard: Audit of the Remuneration Report
in Accordance with Sec. 162 (3) AktG (IDW AuS 870). Our
responsibilities under this provision and standard are fur-
ther described in the “Responsibilities of the auditor”
section of our report. As an audit firm, we applied the IDW
Standard on Quality Management: Requirements for Quality
Management in the Audit Firm (IDW QS 1). We complied
with the professional obligations pursuant to the WPO
[“Wirtschaftspriiferordnung”: German Law Regulating the
Profession of Wirtschaftspriifer (German Public Auditor)]
and the BS WP/vBP [“Berufssatzung fiir Wirtschaftspriifer/
vereidigte Buchpriifer”: Professional Charter for German
Public Accountants/German Sworn Auditors] including the
requirements regarding independence.

Responsibilities of the management board and
supervisory board

The management board and supervisory board are respon-
sible for the preparation of the remuneration report and the
related disclosures in compliance with the requirements of
Sec. 162 AktG. In addition, they are responsible for such
internal control as they determine is necessary to enable
the preparation of a remuneration report and the related
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disclosures that are free from material misstatement, whether
due to fraud or error.

Responsibilities of the auditor

Our objectives are to obtain reasonable assurance about
whether the disclosures required by Sec. 162 (1) and (2)
AktG are made in the remuneration report in all material
respects and to express an opinion thereon in a report.

We planned and performed our audit so as to determine the
formal completeness of the remuneration report by comparing
the disclosures made in the remuneration report with the dis-
closures required by Sec. 162 (1) and (2) AktG. In accordance
with Sec. 162 (3) AktG, we have not audited the accuracy of the
disclosures, the completeness of the individual disclosures or
the fair presentation of the remuneration report.

Consideration of misrepresentations

In connection with our audit, our responsibility is to read
the remuneration report considering the knowledge ob-
tained in the audit of the financial statements and, in doing
so, remain alert for indications of whether the remuneration
report contains misrepresentations in relation to the accuracy
of the disclosures, the completeness of the individual dis-
closures or the fair presentation of the remuneration report.

If, based on the work we have performed, we conclude that
there is a misrepresentation, we are required to report that
fact. We have nothing to report in this regard.

Stuttgart, March 28, 2022

Ernst & Young GmbH

Wirtschaftspriifungsgesellschaft

Grathwol
Wirtschaftspriifer

Vogele
Wirtschaftspriiferin

[German Public Auditor] [German Public Auditor]



Corporate Governance

The Management Board and the Supervisory Board of
ElringKlinger AG annually publish a Statement of Corporate
Governance* in accordance with principle 22 of the German
Corporate Governance Code in its version from the 16th of

Sustainability report

ElringKlinger's annual sustainability report includes de-
tailed information and key figures relating to employees,
social issues, the environment, and quality. It is scheduled for

* Cf. glossary

To our Shareholders
Corporate Governance/Sustainability report

December 2019, which also includes the Declaration of
Conformity adopted on the 2nd of December 2021. The
Declaration is available online on the corporate website at
www.elringklinger.com/en/company/corporate-governance.

publication on the Group's website at www.elringklinger.de
(Sustainability section) in mid-2022.
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Combined

Non-Financial Report 2021

of ElringKlinger AG

This non-financial Group report has been combined with
the non-financial report of the exchange-listed parent com-
pany ElringKlinger AG and relates to the 2021 financial
year. Unless otherwise specified, the information presented
refers to the ElringKlinger Group in its entirety.

The combined non-financial report has been prepared in
accordance with the legal provisions set out in Section 289b
et seqq. and Section 315b et seqq. of the German Commer-
cial Code (Handelsgesetzbuch — HGB*) and, in the interest
of focused reporting, does not currently follow a specific

Business model of the

The ElringKlinger Group has positioned itself as a global
technology group. Its emphasis is on the development,
industrial production, and distribution of components, mod-
ules, and systems used in passenger cars and commercial
vehicles. The Group focuses its capabilities as an innovator
on the development of solutions that enable sustainable and
climate-neutral mobility. The product portfolio for the vehi-
cle industry consists of components for the drivetrain, body,
underbody, chassis, and exhaust system. This includes in-
novative lightweighting concepts, thermal and acoustic
shielding systems, and sealing technology as well as cut-
ting-edge battery components and systems and fuel cell
stacks* and components, in addition to electric drive units.
Beyond the automotive industry, the portfolio includes
cross-industry products made of high-performance plastics
as well as various machinable thermoplastic materials.
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framework. For the first time, the report also contains infor-
mation on the implementation of the EU Taxonomy Regula-
tion (Regulation (EU) 2020/852). Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft was commissioned to review
the combined non-financial report of ElringKlinger AG for
the period from January 1, 2021, to December 31, 2021, in
the context of a limited assurance engagement.

As in previous years, the Group plans to publish a compre-
hensive sustainability report later in 2022.

ElringKlinger Group

Marketed under the “Elring - das Original” brand,
ElringKlinger also supplies an extensive range of spare parts.

Operating in 20 countries and employing around 9,500 peo-
ple, ElringKlinger is active primarily in the three principal
economic regions of Europe, North America, and Asia-Pacific.
As of December 31, 2021, ElringKlinger had 39 production
facilities, four sales offices, one logistics center, and one com-
pany operating solely within the area of aftermarket sales.
ElringKlinger maintains direct lines of contact with the major-
ity of the world's major vehicle and engine manufacturers. In
order to actively exploit the benefits of global interaction,
ElringKlinger purchases raw materials in a number of differ-
ent countries and has established an extensive network of
suppliers for this very purpose. In total, 55% of these goods
are procured from Germany, China, and the United States.



The Group has categorized its operating business into four
segments: Original Equipment, Aftermarket, Engineered
Plastics, and Other. The Original Equipment segment, in
turn, comprises several business units. In organizational
terms, the Aftermarket and Engineered Plastics segments
correspond to business units.

To our Shareholders
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For ElringKlinger, acting in a sustainable manner is an integral
part of its long-term corporate strategy aimed at increasing
enterprise value. The objective is to combine long-term
economic success and growth in all areas of business with
the preservation of social and ecological interests. Values,
actions, and goals derived from aspects of sustainability are
therefore reflected in the Group's guidelines.

Determining materiality

ElringKlinger conducted a materiality analysis for the pur-
pose of determining matters of significance and compliance
with statutory obligations in respect of environmental, social,
and employee-related matters, respect for human rights, and
anti-corruption and bribery matters (Section 289¢(3) HGB). In
this context, internal experts from all relevant areas of the
company, such as Human Resources, Legal Affairs, Quality,
Purchasing, and Strategic Communications, evaluated and
prioritized the possible fields of action in respect of their busi-
ness relevance and possible effects on these aspects. The
main focus was, above all, on those issues that are signifi-
cantly influenced by the business model and the value chain.
Among these issues, there is a particularly high relevance in

Risk assessment

As regards the sphere of activity of the business operations

covered in the combined non-financial report of
ElringKlinger AG, no significant risks were identified that are
associated with its own business activities and for which the
business activities are very likely to have or will in future
have a severe negative impact on the reportable aspects. The
risk assessment applies both to the Group's business activi-
ties and its business relations as well as the products and

services of the ElringKlinger Group.

* Cf. glossary

relation to the business operations of the ElringKlinger Group;
these business operations, in turn, have an especially strong
impact on the reportable matters. The exception is the social
aspect, where no major issues were identified. The six key
matters identified are:

. Combating bribery and corruption

. Responsibility in the supply chain

. Environmentally-friendly mobility

. Environmental protection in production

. Occupational health and safety

. Targeted recruitment and development of employees

Risk management is seen as an all-embracing function with-
in the company. As such, new risks that may potentially arise
are incorporated into the existing risk management system.
Relevant risk assessments have been performed by teams of
experts for all significant issues presented in this non-finan-
cial report; they are continuously updated and reviewed.

ElringKlinger AG Annual Report 2021
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Combating bribery and corruption

At ElringKlinger, embracing and meeting corporate responsibility are essential
prerequisites for all business activities. Among other aspects, this includes com-

pliance with existing laws and rules. To this end, Group-wide guidelines apply to

all employees around the world.

Given the global nature of its business activities,
ElringKlinger is subject to national legislation as well as var-
ious political, social, and cultural conditions. ElringKlinger
has a compliance management system (CMS) in place for
the early detection and prevention of breaches of applicable
guidelines and laws. The aim is to avoid violations of statu-
tory provisions, such as incidents of corruption and bribery
or non-compliance with antitrust law, which, in addition to
reputational and financial risks, can also have personal con-
sequences under criminal and labor law. The CMS is based
on the three fundamental principles of prevention, detec-
tion, and investigation of compliance violations and, in ad-
dition to binding compliance rules, also includes requisite
measures to comply with laws and directives and to act and
behave responsibly.

The “Vision and Mission” guideline, which contains funda-
mental values and goals of the Group, was drawn up to pre-
vent infringements. The code of conduct and the corporate
code, which in turn are complemented by further, more
detailed guidelines for the specific areas, have been defined
on this basis. The code of conduct addresses the issues of
corruption, gratuities, and conflicts of interest. The code
serves as an orientation for all employees and as a bench-
mark for professional interaction. ElringKlinger's corporate
code includes guidelines on how to deal with gifts and
instances of attempted bribery. ElringKlinger expects each
and every employee to assume responsibility when it comes
to actively protecting and upholding the company's values,
and to neither endorse nor tolerate corrupt conduct relating
to gratuities from or to business partners. In 2021, the Group
extended its guidelines to include an anti-corruption policy.
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The Chief Compliance Officer (CCO) is responsible for im-
plementing, structuring, and refining the CMS. The CCO
reports all events that occur directly to the CEO, who is
responsible for ensuring compliance with legal requirements
and internal guidelines. In addition, the Group has regional
compliance officers in the high-revenue regions of North
and South America, Asia, and Europe who report directly to
the CCO. The compliance organization actively follows up
on indications of potential compliance-related violations in
order to clarify critical issues as quickly as possible and ini-
tiate appropriate measures. Such notifications can be sub-
mitted via the whistleblower system as well as by telephone,
e-mail, or in a personal conversation.

In 2020, ElringKlinger rolled out the “Global Case Manage-
ment” template across the Group. It structures the proce-
dure for dealing with compliance-related allegations and
supports the regional compliance officers in dealing with
notifications. In addition, four regular meetings were con-
vened in the financial year under review, as part of which
the regional compliance officers exchanged information
with the CCO on the main developments in their area and
received training with regard to new programs.

Due to the importance of compliance issues for the Group
as a whole, all new employees receive a copy of the code of
conduct and corporate code upon joining the company.
Furthermore, compliance training is provided in particularly
sensitive areas, e.g., for employees from Sales, Purchasing,
or Project Management. Due to the coronavirus pandemic,
this training was conducted online in 2021 for participants
of ElringKlinger AG. In this context, the issues of competi-
tion law, corruption, and dealing with gratuities and con-
flicts of interest were dealt with in greater depth.



Fundamentally, risks relating to infringements within the
area of corruption and bribery exist throughout the entire
ElringKlinger Group. However, in view of its firmly estab-
lished corporate culture and expanded CMS, ElringKlinger
considers the risk of significant compliance infringements
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to be low. ElringKlinger was not aware of any case in 2021
in which significant breaches in connection with bribery
and corruption occurred within the parent company or the
subsidiaries.

Responsibility in the supply chain

ElringKlinger aims to work exclusively with suppliers who acknowledge their respon-
sibility with regard to applicable labor, social, and environmental standards and

are committed to meeting them accordingly. The Group reviews the requirements
and standards on a regular basis in the form of supplier audits.

Supplier Quality Management is responsible for selecting
and qualifying new suppliers at ElringKlinger. In line with
the transformation process in the automotive industry, the
product portfolio within the ElringKlinger Group is also un-
dergoing significant change. As a result, a large number of
new suppliers are needed for the new product areas. In ad-
dition, products are becoming increasingly complex, which
adds to ElringKlinger's auditing efforts. In response, the
department was further expanded with regard to staffing
levels during the period under review.

ElringKlinger has documented all of the requirements it
places on suppliers in the form of a supplier handbook,
which was introduced in 2019. In the period under review,
the level of acceptance in respect of the supplier handbook
was raised from just under 20% to around 40% of all sup-
pliers. The target of an acceptance rate of around 70% orig-
inally set for 2021 was pushed back to the end of 2022, as
the company was not in a position to implement efforts
aimed at expanding staffing levels for this purpose due to
the pandemic. The handbook is based on the principles of
the International Labour Organization (ILO) and the IATF*
16949 standard and covers aspects such as compliance,
social and working conditions, and corporate integrity.
ElringKlinger is also committed to environmentally sound
operational management and structured conduct and

* Cf. glossary

procedures with regard to the implementation of corporate
environmental policy. The Group therefore requires its sup-
pliers to have a quality management system certified to ISO*
9001 and IATF 16949 and an environmental management
system certified to ISO 14001 or EMAS.

Due to the coronavirus pandemic and the many associated
travel restrictions, it was difficult to carry out certifications
at a global level over the past two years. This resulted in
suppliers being able to extend certifications on a temporary
basis. Factoring in these special circumstances, in 2021 ap-
proximately 92% (2020: approximately 90%) of suppliers
were certified according to the quality management stan-
dard ISO 9001, around 51% (2020: around 48%) were
certified to environmental management standard ISO 14001,
and roughly 46% (2020: roughly 43%) were certified to
IATF 16949, the quality management standard for the auto-
motive industry. ElringKlinger’s aim is for all suppliers to
meet ISO 9001 and, by the end of 2023, for 60% of suppli-
ers to be certified to IATF 16949 and ISO 14001.

To monitor compliance with required standards, Supplier
Quality Management conducts supplier audits every year in
accordance with the VDA 6.3 standard. In the event of any
deviations, appropriate remedial measures must be imple-
mented within a defined period of time. The implementation

ElringKlinger AG Annual Report 2021

35



3

To our Shareholders
Combined Non-Financial Report

of these measures is then reviewed. Significant deviations
can result in the supplier relationship being terminated im-
mediately. Due to pandemic-related protective measures
and travel restrictions, the Group mainly conducted suppli-
er audits online based on the applicable quality and envi-
ronmental guidelines. On-site audits were possible in the
second half of the year, as a result of which a total of 99
supplier audits were carried out in the 2021 reporting year.
This also covered sustainability and data protection issues.

Supplier Quality Management is responsible for the selec-
tion and qualification of new suppliers within the
ElringKlinger Group. For this purpose, the list of criteria in-
cludes sustainability criteria such as compliance with labor,
social, and environmental standards as well as traditional
aspects such as supplier quality, reliability, and liquidity. In
addition, regular management reporting provides the Man-
agement Board with information on the current situation
and developments in respect of Supplier Quality Manage-
ment.

With regard to the responsible use of raw materials,
ElringKlinger uses the “International Material Data System”
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(IMDS). In addition, information collected from all auto-
motive suppliers on the material and chemical composition
of semi-finished products and components is passed on to
ElringKlinger and customers. The advantage of the system
is that all key automotive suppliers and suppliers through-
out the supply chain can store their data in a single system
so as to create transparency over the exact contents and
enable components to be disposed of in an environmentally
responsible manner at the end of their life cycle. The data-
base is also used as a platform for quickly checking the
countries of origin of conflict minerals. Among other things,
the US legislation on conflict minerals (Dodd-Frank Act)
requires companies to disclose the origin of certain raw
materials. This is intended to rule out the possibility of con-
flict minerals such as tantalum, gold, tungsten, and tin from
the Republic of Congo or neighboring countries from being
incorporated into products via supply chains. Although
ElringKlinger does use small quantities of several of the
aforementioned materials, it does not source these from the
countries stated. An analysis of raw materials procured by
the ElringKlinger Group in 2021 based on supplier informa-
tion provided no evidence that conflict minerals were being
sourced from the regions listed above.
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Environmentally-friendly mobility

ElringKlinger has laid the necessary foundations and transformed its product
portfolio for the journey toward emission-free mobility. The Group has been devel-
oping innovative, emission-neutral solutions for sustainable mobility for over

20 years. In the long term, ElringKlinger intends to deliver this transformation by
increasing the percentage of Group revenue generated by new technologies.

The electromobility transition is gathering speed, and the
production of vehicles equipped with alternative drive tech-
nologies is growing. At the same time, it is becoming appar-
ent that battery technology is mainly being fitted in passen-
ger cars, while fuel cell technology is initially proving an
alternative primarily for commercial vehicles and buses.
ElringKlinger firmly believes that the two technologies are
complementary and that both are needed for sustainable
mobility, particularly from an energy efficiency perspective.
The Group is thus rigorously pursuing its strategy and will
continue to harness the potential offered by both battery
and fuel cell technology in the future.

Over the past two decades, ElringKlinger's management
team has aligned the Group consistently with the transfor-
mation under way in mobility in order to gradually become
independent of combustion engine technology. Within its
core areas of expertise — coating, punching, stamping,
molding, and plastic injection molding — it has developed an
extensive range of products centered around new drive
technologies, some of which are already in series production.

In fuel cell technology, ElringKlinger focuses its activities
primarily on the low-temperature fuel cell known as a PEM
(proton exchange membrane). The Group offers complete
stack modules in various performance classes as well as
corresponding components such as metallic bipolar plates*
and plastic media modules. Over the past few years, the
Group has taken some major strategic decisions in respect
of fuel cell technology. ElringKlinger established EKPO Fuel
Cell Technologies in partnership with the French automo-
tive supplier Plastic Omnium in 2021. By working closely
together, the two companies hope to speed up the develop-
ment of hydrogen-based mobility. During the reporting
year, ElringKlinger’s new Group subsidiary won several
orders, signed a partnership agreement with a Chinese

* Cf. glossary

company, and was selected for an IPCEI* (Important Project
of Common European Interest) funded by the German
Federal Ministry for Economic Affairs and Energy (BMWi)
and the state of Baden-Wiirttemberg with its project for the
development and industrial-scale production of a new gen-
eration of fuel cell stacks*. Official notification from the Euro-
pean Commission is still forthcoming. Implementing the
IPCEI also forms part of the federal government’s National
Hydrogen Strategy, which is geared toward making hydro-
gen technology established in Germany within competitive
structures. EKPO aims to play a leading role on the fuel cell
market in the medium term. The Group has also been in a
strategic partnership with the aerospace corporation Airbus
since 2020 in order to work together on developing and val-
idating fuel cells suitable for use in aviation applications
over the next few years.

ElringKlinger has been a series supplier of battery technol-
ogy for ten years now. Its product portfolio encompasses
battery systems, battery modules, and components for bat-
teries such as cell contact systems*, module connectors, cell
covers, and sealing and pressure equalization systems. In
response to the transformation picking up speed, the Group
is pooling its activities at a new site in the German town of
Neuffen, where some 125 employees from sales, develop-
ment, prototyping, industrial engineering, production qual-
ity, and project management will be working together. The
business unit secured several orders in 2021, including one
for series production of cell contact systems from a global
battery manufacturer for the series platform of a premium
German manufacturer. Also in 2021, ElringKlinger was
notified of the decision by the BMWi and the state of
Baden-Wiirttemberg regarding IPCEI funding for the devel-
opment and industrial-scale production of innovative com-
ponents of battery cell housings. The innovative design of
the cell cover, which ensures that power is transmitted into
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and out of the cell via its poles, allows fewer and less com-
plex components to be used and reduces the need for ener-
gy-intensive raw materials such as aluminum and copper.
This means that less manufacturing work and materials are
required, which in turn reduces CO;-equivalent emissions
by around 40% compared with the previous manufacturing
method for this product.

ElringKlinger is working closely with its strategic partner
hofer powertrain to develop and integrate electric drive
units. The Group has held a stake in the system developer
and supplier since 2017. Nirtingen-based hofer AG special-
izes in solutions for hybrid and electrical vehicles, including
the development of electric drive systems that combine the
power electronics, gear system, and electric motor. Within
the ElringKlinger Group, therefore, skills are being concen-
trated in order to ramp up innovations in electric drive units
for mass production on an international scale. The first
small batches in the high-end sports and luxury car seg-
ment have already entered production at the two subsidiar-
ies hofer powertrain products GmbH in Niirtingen and hofer
powertrain products UK Ltd. in England.

How much a vehicle weighs also has a major influence on
environmentally sustainable mobility. As far as carmakers
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are concerned, reducing weight is key in order to cut fuel
consumption or extend range. Minimizing CO, emissions is
always the main aim in this regard. In addition, lower weight
reduces tire wear and particulate pollution. Lightweighting
is thus one of the most important technologies in the auto-
motive industry. ElringKlinger has been mass-producing
lightweight components for over two decades. Its many
years of experience with materials, processes, and manu-
facture is reflected above all in its extensive portfolio, which
includes products for both powertrains and bodywork.

In the long term, ElringKlinger intends to deliver this trans-
formation by increasing the percentage of Group revenue
generated by new technologies. These made up 12.3% of
Group revenue in 2021 (2020: 11%). This figure differs
from that reported for the environmental KPI stated in the
“EU taxonomy” section in terms of both its amount and
what it covers. Essentially, it comprises the revenue gener-
ated in the Lightweighting business unit, which helps to
reduce emissions in vehicles powered by combustion
engines — and is therefore included here — but does not fall
within the scope of the definition according to the EU
taxonomy.
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Environmental protection in production

As a manufacturing company, ElringKlinger has an impact on the environment.

As a result, the Group has a high degree of ecological responsibility, which it strives
to fulfill within the context of its environmental and quality policy. For this reason,
the Group aims to dedicate around 1% of its total capital expenditure? each year to

measures that help reduce emissions.

In 2021, all countries agreed on an accelerated energy tran-
sition that moves away from burning coal for the first time
in the history of the World Climate Conferences. In order to
limit global warming to 1.5 degrees Celsius, therefore, all
signatory states will be tightening their climate targets for
2030 as early as 2022. Decarbonizing industrial companies
represents an important lever in attempting to meet these
targets. ElringKlinger is embracing this responsibility and
has made its mission an integral part of its quality and envi-
ronmental policy, which is also binding on its suppliers.

Overall responsibility for environmental protection and other
sustainability-related matters rests with the Management
Board of ElringKlinger AG. ElringKlinger AG’s environmental
officer is always involved in investment decisions of envi-
ronmental relevance. The corporate and business units are
responsible for mapping out environmental topics, and the
environmental officers appointed at the individual produc-
tion sites are responsible for implementation.

ElringKlinger included a total of 34 companies and their
sites in its environmental reporting in 2021. As well as
33 production sites, ElringKlinger Logistic Service GmbH
in Ergenzingen, Germany, was also included. The new site
in Neuffen, Germany, which will not begin production until
some time in 2022, will likewise only be included in envi-
ronmental reporting from the current financial year onward.
The excluded production sites in Niirtingen, Germany, and
in Timisoara, Romania, Warwick, United Kingdom, and
Chongqing, China, are not reported due to their small size
and minor relevance to the environmental indicators. In
2021, therefore, ElringKlinger’'s environmental reporting

covered 85% of the Group’s production sites, representing
97% of Group revenue and 95% of the Group’s workforce.

2021 saw ElringKlinger start to implement its strategy for
becoming carbon-neutral in net terms by 2030 in respect of
its Scope 1* and Scope 2 emissions. In 2020, ElringKlinger’s
management defined a total of four different fields of action
to achieve this goal. These are: (1) increasing energy effi-
ciency with regard to all buildings and facilities, (2) expand-
ing renewable energies, (3) switching to green electricity,
and (4) offsetting CO, emissions that are considered com-
pletely unavoidable by investing in external projects aimed
at reducing CO, emissions. In a first step, ElringKlinger
achieved carbon neutrality in net terms at all its German
production sites in 2021 by switching all electricity supply
contracts to green electricity. The remaining 22,000 metric
tons of CO,, which are generated from gas, the fleet, and air
travel, were offset by means of compensatory measures.
ElringKlinger is planning to make the same switch at all of
its European companies by 2025 and at all of its other over-
seas companies by 2030. The organizational changes
required to implement this strategy were made in the
Quality & Sustainability corporate unit in the course of 2021.

The companies covered in this report have an environmen-
tal management system that has been implemented and
certified according to the international DIN EN ISO
14001:2015 standard. The only exceptions are the produc-
tion sites in Karawang, Indonesia, and Fremont, United
States. Certification for the production site in Neuffen,
Germany, which opened in 2021, is planned for 2022. In
addition to external system certification, internal audits are

1 The capital expenditure made in order to achieve the target (particularly additional capital expenditure on energy-saving measures) involves the emission-reducing elements
of investment in property and buildings, in technical equipment and machinery, and in other equipment (operating and office equipment).

* Cf. glossary

ElringKlinger AG Annual Report 2021

39



To our Shareholders
Combined Non-Financial Report

2021 2020 2020

(market- (market- (location-

based) based) based)

Total direct and indirect CO, emissions in t 73,850 77,530 90,330
CO; emissions per EUR 1 million of revenue in t 45.5 52.4 61.0
CO, emissions offset in t6 22,000 0 0
Total direct CO, emissions in t1 23,120 20,870 20,870
of which direct CO, emissions from gas, oil, engine test benches, etc. in t 22,300 19,900 19,900
of which direct CO, emissions by the vehicle fleet in t2 820 970 970
Total indirect CO, emissions in t 50,730 56,660 69,460
of which indirect CO, emissions from electricity in t3 50,300 55,900 68,700
of which indirect CO, emissions from air travel in t45 430 760 760

1 At the parent company, ElringKlinger AG, 12,000 tons (2020: 10,800 tons) of direct CO, emissions arose from gas, oil, engine test benches, etc. in 2021. Direct CO;
emissions produced by the ElringKlinger AG vehicle fleet amounted to 660 tons in 2021 (2020: 750 tons).

2 Emissions are calculated by multiplying the annual mileage of vehicles by the CO, emissions stated by the relevant vehicle manufacturer. The fleet of company vehicles
includes all vehicles at ElringKlinger sites in Germany. The figures for rental vehicles also include the Rest of Europe, the US, and Canada.

3 At the parent company, ElringKlinger AG, 0 tons of indirect CO, emissions arose from electricity in 2021 (2020: 7,800 tons under the market-based

method/2020: 19,800 tons under the location-based method).

4 Of the indirect CO, emissions from air travel, ElringKlinger AG accounted for 350 tons in 2021 (2020: 600 tons).
5 Air travel from the locations in Germany, Austria, Switzerland, France, and Hungary, as well as centrally recorded flights from the locations in ltaly, Turkey,

and the United States.

¢ ElringKlinger paid to offset its emissions from gas consumption, the fleet, and air travel at its German production companies.

also performed at the production sites, for example with
regard to energy and hazardous materials management.
The indicators shown below are calculated once per year,
analyzed, and submitted to the Management Board for
information purposes and as a basis for possible actions.

In line with the Greenhouse Gas Protocol, ElringKlinger
subdivides the environmental indicators into Scope 1,
Scope 2, and Scope 3 emissions. Direct emissions attribut-
able to the company itself include emissions from gas, heat-
ing oil, engine test benches, and the company’s own vehicle
fleet (Scope 1). Scope 2 emissions are indirect CO, emis-
sions caused by electricity consumption. ElringKlinger
switched from using the location-based method to the
market-based method to determine its indicators in 2021.2
The reported Scope 3 emissions relate to employee air travel.

Direct and indirect CO; emissions fell by 4.7% to 73,850 tons
in 2021 (2020: 77,530 tons under the market-based method).
The CO, emissions per EUR 1 million of total Group revenue

stood at 45.5 tons (2020: 52.4 tons under the market-based
method).

Of the total direct CO, emissions in tons, 22,300 tons (2020:
19,900 tons) were Scope 1 emissions from gas and heating
oil consumption. They were up year on year, essentially be-
cause production volumes were able to be increased once
again compared with 2020, when production had to be in-
terrupted temporarily on a number of occasions as a result
of the coronavirus pandemic. Direct CO, emissions from the
fleet and rental vehicles fell to 820 tons in the reporting year
(2020: 970 tons), mainly due to the company running fewer
vehicles (2021: 210 vehicles/2020: 225 vehicles). The aver-
age CO, emissions per vehicle in the company vehicle fleet
and by rental vehicles were cut to 126 g/km (2020: 133 g/km).
The fleet of company vehicles includes all vehicles at
ElringKlinger sites in Germany. The figures for rental vehi-
cles also relate to the Rest of Europe, the United States, and
Canada.

2 The market-based method uses the emission factors attributable to electricity suppliers in the calculation, while the location-based method relies on the average emission

factors for the national electricity mix at country level.
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Total indirect CO, emissions declined by 10.5% to 50,730
tons (2020: 56,660 tons under the market-based method).
Among other things, this reduction was achieved by switch-
ing electricity supply contracts to green electricity at the
German production sites. This had a major hand in enabling
emissions from electricity consumption to be cut signifi-
cantly to 50,300 tons in the 2021 reporting year (2020:
55,900 tons under the market-based method). Emissions
caused by air travel (Scope 3 emissions) were also down
year on year once again as a result of continuing travel
restrictions imposed due to the pandemic.

ElringKlinger maintains a metering infrastructure at its
European production plants to facilitate an end-to-end
assessment of energy flows, because the Group attaches
great importance to the responsible use of the energy re-
quired for the manufacture of its products. This has enabled
previously unused potential for energy efficiency to be
tapped, energy costs to be lowered, and the emission of
greenhouse gases (e.g., CO, emissions) to be reduced. All
European production sites are certified to ISO 50001 apart
from the new site in Neuffen.

At some sites, the Group operates combined heat and pow-
er (CHP) units as well as wind and solar plants so as to pro-
tect the environment and become more independent of
electricity suppliers. The advantage of a CHP unit is that
electricity and heat can be obtained in parallel. In 2021, en-
ergy consumption (electricity, gas, heating oil, and fuel for
engine test benches) was up 8.1% year on year at 291,700
MWh (2020: 269,800 MWh). Of this, a total of 110,570 MWh
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(2020: 101,500 MWh) is attributable to ElringKlinger AG.
This increase is likewise largely due to the prior year being
dominated by interruptions to production.

Mitigating climate change is extremely important in the
ElringKlinger Group. Continuous process optimization and
the procurement of energy-efficient equipment help to low-
er consumption of finite resources. ElringKlinger also in-
vests regularly in building maintenance, which also brings
energy savings. Although these measures generally contrib-
ute to lower emissions, Group growth and the procurement
of new equipment or the commissioning of further produc-
tion plants may be accompanied by step-fixed increases in
CO, emissions. Changes in the CO, emissions in the Group
are constantly monitored and analyzed by the environ-
mental officer.

1.0% of ElringKlinger’s investments in property, plant, and
equipment and investment property went toward measures
designed to reduce emissions in 2021. This indicator differs
from the scope of definition stipulated by the EU taxonomy
in terms of both its amount and what it covers, as the focus
of the indicator presented here is exclusively on emission
reductions. Among other things, this includes a new cooling
tower with heat recovery, a new thermal afterburning sys-
tem to prevent solvent emissions, and a new, energy-effi-
cient air compressor that is likewise equipped with heat
recovery. In addition, work continued on switching the
lighting in the plants to LED technology. The target of
putting approximately 1% of total investments toward
emission-reducing measures was thus met in 2021.
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Occupational health and safety

ElringKlinger’'s mission is to avoid any kind of accident at work and promote
employee health. ElringKlinger is well aware of its corporate responsibility as an
employer and wants to ensure a healthy, safe, and secure working environment,
while complying with the relevant country-specific legal requirements governing
occupational health and safety. The right to bodily integrity is one of a human
being’s fundamental rights. For this reason, commercial activities and decisions
must not be allowed to impair the safety, security, and health of staff either.

The occupational health and safety policy and the central
organizational directive on occupational health and safety
management apply equally to all employees across the
ElringKlinger Group. Pursuing a proactive approach, the
Group endeavors to avoid occupational accidents altogether.
Clearly defined work instructions on the issue of safety, reg-
ular safety training, preventive measures in individual work-
places, a technical safety standard for systems and work
equipment, and suitable protective equipment are intended
to ensure that this is the case. Occupational health and safe-
ty is also covered in the “ElringKlinger Operating System”
(EKOS*), the production system that ElringKlinger uses to
standardize and improve processes across the Group.
Among other things, it stipulates that the daily shop-floor
meetings in production focus on “safety first” and start with
the issue of health and safety at work. The monthly safety
updates, which are sent out to the plants around the world
in seven different languages, also form part of the EKOS
program. In addition, risk assessments are continuously
prepared and updated at the production companies, com-
plemented by safety inspections. Compliance with the regu-
lations is verified by means of regular internal audits. Any
findings from these are set out in plans of action, and
countermeasures are implemented as quickly as possible.

Until now, ElringKlinger has largely managed occupational
safety on a decentralized basis. As of 2021, the company
created a cross-company organization within the Group
charged with the task of preparing and implementing the
standardization of issues relating to occupational safety.
As a first step, the new team is pushing ahead with the

certification of the production plant at the company's head-
quarters according to the globally applicable ISO 45001
standard. By the end of 2023, all other Group sites are to be
certified. Management is the responsibility of the Quality &
Sustainability corporate unit, which reports directly to the
Management Board of ElringKlinger AG. In parallel, the unit
will be looking to pursue efforts to define minimum stan-
dards for safety technology and protective equipment as
well as uniform processes. Among other things, this relates
to the handling of hazardous substances, the procurement
of safe equipment, and the qualification of employees.

The ElringKlinger Group experienced 117 occupational
accidents in 2021 (2020: 107 occupational accidents3) that
resulted in staff being off work for more than three days. Of
these, 58 occupational accidents (2020: 39 occupational
accidentsd) related to ElringKlinger AG. The relative acci-
dent rate per 1,000 employees rose to 12.4 (2020: 11.0) in
the Group as a whole and to 19.6 (2020: 12.1) at the parent
company. This increase is due to the pandemic-related pro-
duction downtime in the preceding 2020 financial year. The
cause of occupational accidents and the related course of
events are always analyzed in detail and existing safety
standards are revised accordingly. Since 2021, the figure for
occupational accidents causing staff to be off work for more
than three days has been part of a new ElringKlinger indica-
tor system, which is presented to the Management Board
every month.

The ongoing coronavirus pandemic again made protecting
the health of employees and business partners a particular

3 Depending on local legislation, the reported occupational accidents in 2020 also include commuting accidents.
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priority in 2021. The Covid-19* Task Force, set up specifically
for this purpose, coordinates all related activities world-
wide. To protect employees, the Group remained committed
to its high standard of protective and hygiene measures in
2021. This includes the wearing of protective masks at the
plants, extensive travel and visiting restrictions, rules on
minimum spacing between workstations, the expansion of
mobile working, and local vaccination services. The pro-
cesses and practices devised by the task force are based on

* Cf. glossary
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recommendations from expert organizations and govern-
ment authorities and on the experience gained so far with
tackling the pandemic. Information is shared within the
company via the intranet. Alongside internal memos, the
specially created covid-19 platform includes document
templates, manuals, FAQs, and much more. All relevant
information on the issue is also e-mailed to the business
unit managers and the international management team and
pinned to noticeboards.
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Targeted recruitment and development

of employees

To avoid potential shortages of skilled staff, EIringKlinger aims to optimize the
recruitment of qualified professionals. In addition, the Group seeks to develop its

workforce by means of specific training measures. In this context, ElringKlinger
is committed to actively highlighting prospects for the future and encouraging employ-
ees to remain with the company for the long term. Alongside the digitalization of
training programs, the staffing response to the transition towards electromobility was

the main focus for HR in 2021.

The automobile sector as a whole is in the process of radical
change. Major changes to products allied with wide-ranging
digitalization and networking projects mean that specialists
are increasingly in demand, especially in the areas of research
and development and IT. As a technology-oriented Group,
ElringKlinger is also impacted by this trend, particularly in
the future-focused fields of alternative drive technologies.
The ability to attract committed and qualified staff is there-
fore a major concern for the Group.

Employee development is a key component of the corporate
culture, and as such it is specifically referenced in the cor-
porate code and the principles of management. In all key
decisions, Human Resources maintains close contact with
the Management Board.

In many business units, responding to the transformation
within the automotive industry, the Group has adjusted
employee numbers to the prevailing business situation;
staffing levels have risen in the new business fields and IT in
particular. The use of digital media has played an increas-
ingly important role in the recruitment process. To reach
out to different target groups, ElringKlinger has harnessed
the full gamut of social media channels (including LinkedIn,
Instagram, and Facebook), its own jobs page, and various
other careers portals as well as university partnerships. At
the same time, the coronavirus pandemic forced many vo-
cational training fairs — including ElringKlinger's “INFO
Day” for training and study — to go online. With the employ-
ee referral scheme “Bring a Talent,” the company is aiming
to recruit highly committed and qualified candidates from
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the personal spheres of employees. A total of 16 new em-
ployees have been brought on board since the initiative was
launched in September 2018.

The Group builds up internal expertise through a range of
training programs and work-study courses. Alongside the
external recruitment of specialists, these measures are im-
portant both in terms of training new internal experts and
retaining qualified staff for the long haul. This is why the
Group has stuck to its strategy, even during the coronavirus
pandemic. In September 2021, 11 work-study students and
15 apprentices embarked on courses at ElringKlinger’s
main site in Dettingen/Erms.

As from September 2022, the Group will also be offering a
new course entitled Digital Business Management, which
will explore the key areas of “Digitalizing the Economy” and
“Industry 4.0” in greater depth. ElringKlinger developed
the relevant training plans and course content in 2021.
ElringKlinger now offers 11 dual study programs and
11 vocational job profiles.

The international dimension of vocational programs contin-
ued in 2021, with 80% of content for the specially developed
training plan standardized across the Group and 20% of
content specially adapted to regional circumstances. Despite
the difficulties presented by the coronavirus pandemic, two
Maintenance Technicians managed to commence appren-
ticeships in Buford, United States, during 2021. By contrast,
training activities in Suzhou, China, and Toluca, Mexico, are
still on hold because of the continuing global pandemic.



ElringKlinger also offers training programs specifically for
engineers who are already qualified. In this regard, the
company is an industry partner to a project supported by
the state of Baden-Wiirttemberg which looks at the transfer of
qualifications for technical specialists and industry experts
in a time of structural change with the aim of supporting
technicians, foremen, and engineers through a period of
structural change. To this end, practical training modules
aimed at the subject areas of emission-free drive systems,
data science, and artificial intelligence were developed and
trialed through collaboration with project partners repre-
senting industry and science. The first of the training mod-
ules developed in the course of this project will be imple-
mented in 2022.

During 2021 financial year, an average of 109 employees

were engaged in training at the parent company
ElringKlinger AG in Dettingen/Erms (2020: 122 employees).
The training ratio for the parent company (number of voca-
tional trainees and internal students in relation to the total
number of employees) remained unchanged at 3.7% in
2021 (2020: 3.7%). The training ratio for the Group stood at

1.9% on average (2020: 1.8%).

The coronavirus pandemic has accelerated the digitaliza-
tion of the training program and prompted the rapid estab-
lishment of a global learning platform; new digital training
formats like webinars, real-time online training sessions,
EDP courses, and video training are now undertaken as
standard throughout the Group. As a consequence,
ElringKlinger is in a position to ensure its employees main-
tain up-to-date technical knowledge and acquire new skills,
regardless of workstations or locations. The “mobile train-
ing factory,” which takes an interdisciplinary, simula-
tion-based approach, was partially digitalized in 2021. Dig-
italization of the practically oriented processes it comprises
would not be expedient, however, as the focus is on realizing
efficient production processes while training staff involved
in the production side as internal trainers. Pandemic per-
mitting, the program is scheduled for resumption in 2022.

As part of the high-potential program, Group employees
with strong development potential are being identified in
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three regions — APAC (Asia-Pacific), Americas (USA, Canada,
Mexico and Brazil), and EMEA (Europe, Middle East and
Africa) — and promoted in the framework of a training course
comprising several modules. The program currently in
progress, which has 25 participants, will conclude in the
first half of 2022. In 2021, HR also developed concepts for
special career paths for experts and project managers.
These will be realized in the years ahead.

A system-based, globally standardized process introduced
in 2020 is designed to ensure that all indirect and general
employees around the world receive feedback on their skills
and personal performance once a year. To assess employee
performance, ElringKlinger carried out performance reviews
during 2021; owing to the pandemic, these were largely
virtual. In the process, individual needs, achievements, and
goals were determined and assessed by immediate manag-
ers. The ratio (proportion of performance reviews to aver-
age number of employees, not including vocational trainees
and internal students) stood at 58.2% for the Group in 2021
(2020: 72.6%). The reduction envisaged for the Perfor-
mance Reviews is attributable to a process adjustment.
From now on, ElringKlinger's total population for the Per-
formance Reviews will include all employees, with the
exception of those directly involved in production.
ElringKlinger is currently in the gradual process of integrat-
ing defined employee categories and the employee dialog
(presently mapped in SAP) into the global IT system. The
Group will be in a position to increase the current average
ratio of 58% as soon as a standard process for this has been
established. Against this background, the Group has de-
fined a target ratio of 70% in relation to the total workforce
to undergo staff appraisals by 2026. For the parent company
ElringKlinger AG, the ratio has risen to 69.7% (2020:
69.5%).

Having established a culture of being a “Great Place to
Work,” ElringKlinger is now aiming to attract motivated and
qualified people by sustaining its successful position on the
labor market. With demand for qualified staff remaining
especially high in the field of alternative drive technologies,
further education and training will continue to play a critical
role in the future.
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EU taxonomy

The European Commission signed off its action plan for
financing sustainable growth in 2018. To channel capital
flows towards sustainable investments, criteria for measur-
ing the economic sustainability of an investment need to be
defined. This action plan therefore includes the introduction
of an EU classification system for sustainable activities,
which the Commission accomplished by means of the Tax-
onomy Regulation (2020/852) in June 2020. These criteria
are intended to prevent so-called “greenwashing4.”

With its non-financial disclosure obligations having been
extended, ElringKlinger is providing details on its imple-
mentation of the EU Taxonomy* Regulation (Regulation (EU)
2020/852) — hereinafter “EU taxonomy” — for the first time
in respect of this reporting year. The Group is among those
required to prepare a non-financial statement in accordance
with Sections 289b f. and 315b f. of the German Commercial
Code (Handelsgesetzbuch — HGB), meaning that it is obli-
gated pursuant to Article 1 of the EU Taxonomy Regulation
to comply with the requirements resulting therefrom.

The EU Taxonomy Regulation (Article 9) defines six envi-
ronmental objectives:

Climate change mitigation

2. Climate change adaptation
The sustainable use and protection of water and
marine resources
The transition to a circular economy

5. Pollution prevention and control
The protection and restoration of biodiversity and
ecosystems

The first two environmental objectives shall be applied to
reports published after January 1, 2022, and the others to
those published after January 1, 2023. In the first reporting
year, ElringKlinger’s economic activities are to be analyzed
to determine taxonomy eligibility, i.e., whether they fall
within the scope of the EU taxonomy.

In a second step — for reports published after January 1,
2023 - the activities identified as being taxonomy-eligible
are to be assessed to establish whether they are taxonomy-
aligned. Taxonomy alignment is considered to apply if all
defined technical screening criteria for the activity con-
cerned are fulfilled and minimum safeguards are met. These
criteria define the conditions under which an activity is
classified as being sustainable. ElringKlinger examined its
contribution to the EU’s environmental objectives “climate
change mitigation” and “climate change adaptation” as part
of a project to implement the EU taxonomy — with a joint
team from Financial Reporting, Strategic Communications,
and Quality & Sustainability.

All economic activities were reviewed in workshops together
with the representatives of the business units, their rele-
vance to the EU taxonomy was assessed, and they were as-
signed to individual activities. The results were then used to
determine the key performance indicators (KPIs) (turnover
(i.e., sales revenue), Capex, and Opex) for the activities
identified as taxonomy-eligible. To this end, data was taken
from Financial Accounting and validated centrally by Group
Accounting. Double counting was avoided by clearly allo-
cating each item of taxonomy-eligible turnover (i.e., sales
revenue), capital expenditure, and operating expenditure to
a single taxonomy-eligible economic activity.

As a technology Group focused on developing, manufac-
turing, and selling components for the vehicle industry,
ElringKlinger falls within the scope of the EU taxonomy in
its Original Equipment segment in respect of the activities
in its E-Mobility business unit. Within this business unit, the
Group is engaged in the development and production of
battery and fuel cell technologies as well as fully electric
drive units (EDUs). Products from other business units that
are also fitted in vehicles with alternative drive systems
(e.g., gaskets and lightweight components) were consid-
ered taxonomy non-eligible in the latest version of the EU
taxonomy, as these do not represent “core technologies.”

4 Greenwashing describes efforts to present oneself as particularly environmentally aware and environmentally friendly by donating money to environmental projects,

PR measures, and similar.
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Any further clarification provided by the European Commis-
sion may result in adjustments in interpretation in subse-
quent periods.

In its Battery Technology sub-unit, ElringKlinger develops
and manufactures battery components and systems tailored
to varying requirements of automotive industry customers.
These key technologies help to enable and promote emission-
free road transport. The products are used in all-electric
passenger cars and in infrastructure applications for elec-
tric vehicles (charging station storage systems). Based on
ElringKlinger’s analyses, the Group has concluded that the
development and production of battery technology can be
directly allocated to activity 3.4 (manufacture of batteries)
under the EU taxonomy and is thus to be regarded as
taxonomy-eligible.

The Group pools all its fuel cell technology activities in the
company EKPO Fuel Cell Technologies (EKPO), an entity
operated by ElringKlinger and Plastic Omnium. Its product
portfolio includes fuel cell stacks* as well as single compo-
nents such as bipolar plates and media modules, which are
used in various means of transport and contribute toward
carbon-neutral mobility. The analyses undertaken within
the Group have shown that the development and production
of fuel cell technologies can be directly allocated to activity
3.2 (manufacture of equipment for the production and use
of hydrogen) under the EU taxonomy; this activity is thus to
be regarded as taxonomy-eligible.

The EDUs manufactured in the Drivetrain sub-unit, which
consist of an electric motor, a gear system, and the power
electronics, form a key component inside an electric vehicle,
as they drive the axles and thus provide the basis for car-
bon-neutral mobility. Based on the analyses performed, the
development of EDUs for all-electric vehicles can be allocated
to activity 3.6 (manufacture of other low-carbon technologies)
under the EU taxonomy and is thus taxonomy-eligible. By
contrast, the drive units for hybrid vehicles or those powered
by a combustion engine were considered taxonomy non-
eligible. An activity must contribute to a significant reduction
in CO; emissions in other sectors of the economy in order to
qualify for allocation to activity 3.6. This is the case with the
manufacture of EDUs, as this technology is essential for
enabling emission-free road transport using electric cars.

Although other products and services supplied by the Group
do not fall within the scope of this Regulation in terms of

turnover (i. e., sales revenue), this does not mean that these

* Cf. glossary
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activities do not pursue or contribute to any objectives in
ElringKlinger’s sustainability strategy. This includes the
Lightweighting/Elastomer* Technology business unit in par-
ticular, which also counts as a key technology in the auto-
motive industry and constitutes a promising strategic field
of the future for the ElringKlinger Group but, from today's
perspective, does not fall within the specified scope of the
EU taxonomy.

As well as considering taxonomy-eligible Group turnover
(i.e., sales revenue), as part of the EU taxonomy, invest-
ments in intangible assets, property, plant, and equipment,
and right-of-use assets in accordance with IAS 38, IAS 16,
and IFRS* 16 are also taken into account when determining
capital expenditure (Capex) KPI.

The Capex items identified as being taxonomy-eligible relate
either to the taxonomy-eligible activities in the E-Mobility
business unit described above or to the following activities
considered taxonomy-eligible: 6.5 (transport by motorbikes,
passenger cars, and (light) commercial vehicles), 6.15
(infrastructure enabling low-carbon road transport and public
transport), or 7.7 (acquisition and ownership of buildings).

The E-Mobility business unit made the following material
taxonomy-eligible investments in the 2021 financial year:

« Investment in production machinery and buildings and
in related technical equipment (allocated to activities
3.2, 3.4, and 3.6)

» Tenancy agreement at the Neuffen site for manufactur-
ing products in the Battery Technology sub-unit (allo-
cated to activity 3.4)

« Capitalized development costs for the business unit’s
products (allocated to activities 3.2, 3.4, and 3.6)

The following taxonomy-eligible investments were made
outside the E-Mobility business unit:

« Leasing company cars (allocated to activity 6.5)

« Leasing forklifts and other warehousing logistics
(allocated to activity 6.15)

* Renting buildings not part of the E-Mobility business
unit (allocated to activity 7.7)

The KPI of taxonomy-eligible operating expenditure (Opex)
was calculated based on expenses for non-capitalized
research and development costs, short-term and low-value
leases, building renovation work, and maintenance and
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repair. The individual components were analyzed and, if
applicable, allocated to the activities listed that are taxono-
my-eligible. To determine the maintenance and repair costs
in the Battery Technology sub-unit, allocation was per-
formed based on headcount.

The denominator for the taxonomy KPI “turnover” (i.e.,
sales revenue) comprises consolidated sales revenue within
the meaning of IAS 1 82(a) (consolidated sales revenue).
The denominator for the taxonomy KPIs Capex and Opex
comprises additions to and/or investments in assets in ac-
cordance with IAS 16, IAS 38, and IFRS 16 (Capex) as well

Taxonomy-eligible proportions of economic activities in 2021

In accordance with Regulation (EU) No. 2020/852, Article 8

as expenses for non-capitalized research and development
costs, short-term and low-value leases, building renovation
work, and maintenance and repair (Opex). Consolidated
sales revenue (2021: EUR 1,624 million) as well as capital
expenditure (2021: EUR 103 million) can be reconciled with
the consolidated financial statements. Further information
on the KPIs can be found in the notes to the consolidated
financial statements in the Annual Report 2021 under sales
revenue (1), intangible assets (12) and property, plant and
equipment (13).

The KPIs for the 2021 financial year are as follows:

of which non-taxonomy-

taxonomy-eligible eligible

ElringKlinger total turnover (sales revenue)? 2% 98%
ElringKlinger investments (Capex) 48%2 52%
ElringKlinger operating costs (Opex) 27% 73%

1 The KPI for Group turnover (i.e., sales revenue) consists exclusively of sales revenue from contracts with customers in accordance with IFRS 15.
2 As regards the IPCEI initiative, public funding amounting to EUR 1,116k was deducted from the carrying amount of development costs in the 2021 financial year

(net method).

Dettingen/Erms, March 24, 2022

The Management Board

&

Dr. Stefan Wolf
Chairman

Theo Becker
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The assurance engagement performed by Ernst & Young (EY) relates exclusively

to the German version of the combined non-financial report of ElringKlinger AG. The

following text is a translation of the original German independent assurance report.

Independent auditor’s report on a limited assurance engagement

To ElringKlinger AG, Dettingen/Erms

We have performed a limited assurance engagement on the
non-financial report of ElringKlinger AG, Dettingen/Erms,
(hereinafter the “Company”), which is combined with the
non-financial report of the Group for the period from
1 January 2021 to 31 December 2021 (hereinafter the
“non-financial report”).

Responsibilities of the executive directors

The executive directors of the Company are responsible for
the preparation of the non-financial report in accordance
with Sec. 315c¢ in conjunction with Secs. 289c to 289e HGB
[“Handelsgesetzbuch”: German Commercial Code] and Art.
8 of Regulation (EU) 2020/852 of the European Parliament
and of the Council of 18 June 2020 on the establishment of
a framework to facilitate sustainable investment and amend-
ing Regulation (EU) 2019/2088 (hereinafter the “EU Tax-
onomy Regulation”) and the Delegated Acts adopted there-
under as well as in accordance with their own interpretation
of the wording and terms contained in the EU Taxonomy
Regulation and the Delegated Acts adopted thereunder as set
out in section “EU-Taxonomy” of the non-financial report.

These responsibilities of the Company’s executive directors
include the selection and application of appropriate non-
financial reporting methods and making assumptions and
estimates about individual non-financial disclosures that are
reasonable in the circumstances. Furthermore, the execu-
tive directors are responsible for such internal control as the
executive directors consider necessary to enable the prepa-
ration of a non-financial report that is free from material
misstatement, whether due to fraud (manipulation of the
non-financial report) or error.

The EU Taxonomy Regulation and the Delegated Acts
adopted thereunder contain wording and terms that are still
subject to considerable interpretation uncertainties and for
which clarifications have not yet been published in every

case. Therefore, the executive directors have disclosed their
interpretation of the EU Taxonomy Regulation and the Del-
egated Acts adopted thereunder in section “EU-Taxonomy”
of the non-financial report. They are responsible for the de-
fensibility of this interpretation. Due to the immanent risk
that undefined legal terms may be interpreted differently,
the legal conformity of the interpretation is subject to
uncertainties.

Independence and quality assurance of the auditor’s firm
We have complied with the German professional require-
ments on independence as well as other professional
conduct requirements.

Our audit firm applies the national legal requirements and
professional pronouncements — in particular the BS WP/vBP
[“Berufssatzung fiir Wirtschaftspriifer/vereidigte Buch-
priifer”: Professional Charter for German Public Accoun-
tants/German Sworn Auditors] in the exercise of their
Profession and the IDW Standard on Quality Management
issued by the Institute of Public Auditors in Germany (IDW):
Requirements for Quality Management in the Audit Firm (IDW
QS 1) and accordingly maintains a comprehensive quality
management system that includes documented policies and
procedures with regard to compliance with professional
ethical requirements, professional standards as well as
relevant statutory and other legal requirements.

Responsibilities of the auditor

Our responsibility is to express a conclusion with limited
assurance on the non-financial report based on our assur-
ance engagement.

We conducted our assurance engagement in accordance
with International Standard on Assurance Engagements
(ISAE) 3000 (Revised): “Assurance Engagements other than
Audits or Reviews of Historical Financial Information”
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issued by the IAASB. This standard requires that we plan
and perform the assurance engagement to obtain limited
assurance about whether any matters have come to our
attention that cause us to believe that the Company’s non-
financial report is not prepared, in all material respects, in
accordance with Sec. 315c in conjunction with Secs. 289c
to 289e HGB and the EU Taxonomy Regulation and the
Delegated Acts adopted thereunder as well as the interpre-
tation by the executive directors disclosed in section
“EU-Taxonomy” of the non-financial report.

In a limited assurance engagement, the procedures per-
formed are less extensive than in a reasonable assurance
engagement, and accordingly, a substantially lower level of
assurance is obtained. The selection of the assurance proce-
dures is subject to the professional judgment of the auditor.

In the course of our assurance engagement we have, among
other things, performed the following assurance procedures
and other activities:

« Inquiries of employees and inspection of relevant doc-
uments regarding the selection of topics for the non-
financial report, the risk assessment and the concepts
of the parent company and the Group for the topics that
have been identified as material,

« Inquiries of employees responsible for data capture
and consolidation as well as the preparation of the
non-financial report, to evaluate the reporting process-
es, the data capture and compilation methods as well as
internal controls to the extent relevant for the assur-
ance of the non-financial report,

» Identification of likely risks of material misstatement in
the non-financial report,

« Inspection of relevant documentation of the systems
and processes for compiling, aggregating and validat-
ing data in the relevant areas in the reporting period
and testing such documentation on a sample basis,

*  Analytical evaluation of disclosures in the non-financial
report at the level of the parent company and the Group,

« Inquiries and inspection of documents on a sample basis
relating to the collection and reporting of selected data,

» Reconciliation of selected disclosures with the corre-
sponding data in the annual financial statements and
management report,

«  Evaluation of the process to identify the economy activ-
ities taxonomy-eligible and the corresponding disclo-
sures in the non-financial report,
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+ Evaluation of the presentation of disclosures in the
non-financial report.

In determining the disclosures in accordance with Art. 8 of
the EU Taxonomy Regulation, the executive directors are
required to interpret undefined legal terms. Due to the im-
manent risk that undefined legal terms may be interpreted
differently, the legal conformity of their interpretation and,
accordingly, our assurance engagement thereon are subject
to uncertainties.

Assurance conclusion

Based on the assurance procedures performed and the evi-
dence obtained, nothing has come to our attention that
causes us to believe that the non-financial report of the
Company for the period from 1 January 2021 to 31 Decem-
ber 2021 is not prepared, in all material respects, in accor-
dance with Sec. 315c in conjunction with Secs. 289c to 289e
HGB and the EU Taxonomy Regulation and the Delegated
Acts adopted thereunder as well as the interpretation by the
executive directors as disclosed in section “EU-Taxonomy”
of the non-financial report.

Restriction of use

We draw attention to the fact that the assurance engage-
ment was conducted for the Company’s purposes and that
the report is intended solely to inform the Company about
the result of the assurance engagement. As a result, it may
not be suitable for another purpose than the aforemen-
tioned. Accordingly, the report is not intended to be used by
third parties for making (financial) decisions based on it.
Our responsibility is to the Company alone. We do not
accept any responsibility to third parties. Our assurance
conclusion is not modified in this respect.

General Engagement Terms and Liability

The “General Engagement Terms for Wirtschaftspriifer and
Wirtschaftspriifungsgesellschaften [German Public Auditors
and Public Audit Firms]” dated 1 January 2017 are applica-
ble to this engagement and also govern our relations with
third parties in the context of this engagement (www.de.ey.
com/general-engagement-terms). In addition, please refer
to the liability provisions contained there in no. 9 and to the
exclusion of liability towards third parties. We accept no
responsibility, liability or other obligations towards third
parties unless we have concluded a written agreement to
the contrary with the respective third party or liability
cannot effectively be precluded.



We make express reference to the fact that we will not up-
date the report to reflect events or circumstances arising
after it was issued, unless required to do so by law. It is the
sole responsibility of anyone taking note of the summarized

Munich, 24 March 2022

Ernst § Young GmbH
Wirtschaftspriifungsgesellschaft

Richter Johne
Wirtschaftspriiferin Wirtschaftspriiferin
[German Public Auditor] [German Public Auditor]
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result of our work contained in this report to decide whether
and in what way this information is useful or suitable for
their purposes and to supplement, verify or update it by
means of their own review procedures.
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Overview of ElringKlinger’s Activities

and Structure

ElringKlinger operates as a global technology Group with an emphasis on

the development, production, and distribution of components used in the auto-
motive industry. Drawing on its innovative products, the Group is committed
to playing its part in shaping the transition within the mobility sector. In this
context, ElringKlinger is helping to evolve new drive technologies, while also
further optimizing the efficiency of conventional mobility with the aim of con-

tributing to global decarbonization.

Company profile

ElringKlinger is a global technology Group with a focus on
the development, manufacture, and sale of systems and
components for the automotive industry. Its portfolio also
includes products and services for customers operating in
other industries. The Group’s capability as an innovator
forms an integral part of ElringKlinger’s corporate strategy,
the aim being to support sustainable and, to the largest
extent possible, climate-neutral mobility.

The Group, headquartered in Dettingen/Erms, Germany,
employs around 10,000 people worldwide and operates
from 45 international sites within all the key vehicle mar-
kets. In the 2021 financial year, ElringKlinger generated
revenue of EUR 1.6 billion (2020: EUR 1.5 billion). The his-
tory of the Group dates back to 1879.

Business model and core competencies

The trend toward sustainable and safe mobility is reflected
in the company’s scope of products and services. As an au-
tomotive supplier, ElringKlinger is committed to providing
product solutions aimed at reducing CO, emissions. Funda-
mentally, all newly developed products are targeted at
modern, climate-friendly drive systems or relate to areas of
the vehicle that are drivetrain-independent.

In strategic terms, ElringKlinger is focused on four areas:
e-mobility, lightweighting, established forms of mobility,
and non-automotive applications. Within the long-standing
fields of business encompassing, among other things, seal-
ing systems, plastic housing modules, and shielding sys-
tems, ElringKlinger has honed its skills as a technological
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innovator and carved out a formidable market position over
a period spanning several decades. These form a solid basis
when it comes to aligning the Group’s product portfolio
more strongly with the field of electromobility. In recent
years, ElringKlinger has been driving battery and fuel cell*
technology forward with a substantial level of innovation,
while also evolving its business in the area of electric drive
units. ElringKlinger is now entering the phase of industrial
series production for e-mobility components and modules.
Within the area of Lightweighting, ElringKlinger supplies
components made from state-of-the-art materials consisting
of plastic and/or metal.

ElringKlinger's core competencies comprise extensive
know-how relating to materials and processes in the field of
metal and plastics processing as well as expertise when it
comes to engineering tools for efficient series production.
This includes high-precision metal processing, encompass-
ing stamping, embossing, and coating, as well as a proven
track record in plastic injection-molding. Within the Engi-
neered Plastics segment, ElringKlinger can draw on
far-reaching materials and processing expertise relating to
high-performance machinable thermoplastics and applica-
tions in a wide range of industrial sectors.

Group structure and organization

The parent company of the Group is ElringKlinger AG,
which has its registered office in Dettingen/Erms, Germany.
In addition to strategic management, it is responsible for
the central functions of Purchasing, IT, Communication,
Finance, Legal Affairs, and Human Resources. To a large
extent, sales activities as well as research and development



are also concentrated within the parent company. As the
parent company, ElringKlinger AG performs a financing
function for the affiliated companies. At the same time,
however, it also forms the largest operating Group company
in respect of revenue and production volume. As of Decem-
ber 31, 2021, the ElringKlinger Group comprised 39 fully
consolidated companies in 20 countries (cf. Notes, “Scope
of Consolidation”).

The Management Board of ElringKlinger AG consists of four
members. The responsibilities of the Management Board
are divided into the areas of accountability of the CEO, the
CFO, the COO, and the CTO.

Sales markets and locations

ElringKlinger has manufacturing sites in all of the world’s
key vehicle markets. The Group operates at 45 locations
worldwide, 39 of which are manufacturing sites. In terms of
sales, Europe leads the way with a 51.4% share of Group
revenue, followed by North America (24.2%) and Asia-
Pacific (20.0%).

In the majority of cases ElringKlinger holds a Tier 1* supplier
position within the automotive industry value chain. This
means that it maintains a direct line of contact with vehicle
and engine manufacturers. Within the Engineered Plastics
segment, which boasts a wide range of products,
ElringKlinger operates as a supplier to various sectors. In
the Aftermarket segment, the customer base consists of

wholesalers and group purchasing organizations.

Group revenue by segment 2021

Original Equipment 79%

Aftermarket 13%
Engineered Plastics —— 8% ‘
Other <1%
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Segments and business units

The ElringKlinger Group’s operating business is divided
into four segments: Original Equipment, Aftermarket, Engi-
neered Plastics, and Other. The segments specified above
also constitute the reportable segments under IFRS*.

Within the Original Equipment segment, ElringKlinger de-
velops, manufactures, and sells products and assemblies
destined for the automotive industry. It is subdivided into the
five business units Metal Sealing Systems & Drivetrain Com-
ponents, Lightweighting/Elastomer* Technology, Shielding
Technology, E-Mobility, and Exhaust Gas Purification.

In the Aftermarket segment, ElringKlinger offers an exten-
sive range of gaskets, gasket sets, and service parts for the
repair of engines, transmissions, exhaust systems, and aux-
iliary units in cars and commercial vehicles. They are mar-
keted under the “Elring — Das Original” brand. The After-
market segment supplies a global network of wholesalers
and major group purchasing organizations. Among the
markets with the highest revenues are Western and Eastern
Europe. ElringKlinger has been expanding its sales activi-
ties in North America and China in recent years.

Within the Engineered Plastics segment, ElringKlinger
develops, manufactures, and markets a wide range of cus-
tomized products made of various plastics. Revenue is attrib-
utable primarily to sales within the mechanical engineering
sector and the medical devices, chemical, and energy
industries as well as the vehicle industry. ElringKlinger is
pushing ahead with efforts to expand its business in this
segment at an international level and also operates produc-
tion sites in the United States and China.

in EUR million (previous year)

B Original Equipment 1,280 (1,186)
Car, truck, and engine manufacturers,
automotive suppliers, non-automotive

B Aftermarket 215 (182)
Independent aftermarket business

B Engineered Plastics 125 (108)

Automotive industry, mechanical engineering,

medical technology

Other 4 (4)
Unspecified industries

* Cf. glossary
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As from the 2020 financial year, the segment referred to as
Other comprises the activities of the former Services and
Industrial Parks segments. Services directed at vehicle man-
ufacturers and automotive suppliers include the operation of
state-of-the-art engine test benches and measuring equip-
ment for tests on engines, transmissions, and exhaust sys-
tems. It also offers logistical services for the Aftermarket
business. In addition, this segment includes the Group’s cater-
ing service company. Accounting for less than one percent of
Group revenue, this segment is of subordinate importance.

Business units in the Original Equipment segment
ElringKlinger is a supplier of components for all types of
drive system — whether combustion engine or electric mobility.
The competencies of the business units are deployed across
all areas as needed and synergies are utilized within the
Group. In the previous year, this resulted in the establish-
ment of the Metal Sealing Systems & Drivetrain Components
business unit. Thus, Cylinder-Head Gaskets and Specialty
Gaskets, which had previously operated as independent
units, were brought together in a single business unit. The
product portfolio includes a broad range of gaskets for vari-
ous locations in the vehicle, including batteries and electric
motors as well as transmission control plates and complex
formed parts engineered from sheet metal.

The Lightweighting/Elastomer Technology business unit
develops and produces components made of thermoplastics
for drivetrain, body, and underbody applications. A variety
of manufacturing processes, including hybrid technology
that combines metal and plastic, as well as numerous mate-
rials or material-specific innovations provide the basis for
tailor-made solutions with high functional integration and/
or weight savings.

Within the Shielding Technology business unit, ElringKlinger
offers customized shielding packages for the entire vehicle -
from the engine to underbody and exhaust tract. The shield-
ing systems include thermal, acoustic, and/or aerodynamic
functionality for a wide range of tasks relating to temperature
and acoustic management or the vehicle underbody.

The E-Mobility business unit, featuring fuel cell and battery
technology as well as electric drive units, brings together all
technologies currently of relevance to the electrification of
vehicle propulsion.

ElringKlinger can draw on many years of development
expertise and has positioned itself for industrial-scale series
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Group revenue by business unit! 2021
(previous year) in %

31
I 28
17
B Lightweighting/
Elastomer Technology 31 (29)
13 B Metal Sealing Systems &
Drivetrain Components 28 (28)
B Shielding Technology 17 (20)
8 B Aftermarket 13 (12)
Engineered Plastics 8 (7)
4 E-Mobility 4 (4
Exhaust Gas Purification &
<1 Other <1 (D

1 Presentation supplemented by the segments Aftermarket, Engineered Plastics,
and Other.

production in this field. The Group has placed a strong focus
on this line of business in recent years, as evidenced by
substantial investments. In 2019, ElringKlinger established
a technology center for e-mobility at its Dettingen/Erms
site. ElringKlinger has been operating its own battery tech-
nology site in Neuffen, Germany, since 2021. The subsidiary
EKPO Fuel Cell Technologies, Dettingen/Erms, Germany, in
which ElringKlinger holds a 60% stake and automotive
supplier Plastic Omnium, Levallois, France, a 40% interest,
has been operating since 2021 and plays a significant role in
future marketing and industrialization efforts relating to fuel
cell systems. In 2021, ElringKlinger recorded high-volume
orders within the area of E-mobility (cf. “Significant
Events”). Finally, the E-mobility portfolio includes complete
electric drive units, supplied as part of the company’s col-
laboration with hofer AG, Niirtingen, Germany, and the joint
production companies (“hofer powertrain products”).

Group activities within the Exhaust Gas Purification busi-
ness unit are mainly restricted to the production of compo-
nents on the basis of contract manufacturing.
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Economic and legal factors

Generating the largest proportion of revenue, ElringKlinger’s
Original Equipment segment mainly supplies vehicle manu-
facturers. Demand for products is closely linked to global
vehicle production trends, which in turn are influenced by
the sales markets and the economy as a whole. Primary
drivers include, for example, the employment situation and
purchasing power in the various regions, consumer behavior,
fuel prices, and government funding.

Regulations governing climate protection are considered to
be a key influencing factor in terms of legislation. Due to the
ever stricter directives regarding emission levels, vehicle
concepts are having to become increasingly climate-friendly.
International trading conditions and the customs policies of
individual countries can also have an impact on business
development.

Internal Control Criteria

For the purposes of corporate management, the Group management refers to

meaningful key figures and other indicators that are regularly available. The

planning and control process at ElringKlinger is based on financial indicators

and non-financial performance indicators as well as economic and sector-

specific leading indicators.

The management uses a wide range of key figures, leading
indicators, and market observations as the basis for strate-
gic considerations, planning, and ongoing decision-making.
To this end, the management of ElringKlinger makes recourse
to a regular reporting system with key internal control criteria.

To support the Group’s efficiency stimulus program pur-
sued over the past three years, the Group management has
continued to enhance its company-specific system of indi-
cators. This incorporates targets that span business units
and is monitored by the Management Board and Vice Pres-
idents (i.e., the first line of management below the Board)
on a monthly basis. The dependencies between individual
indicators in operational business areas and between oper-
ational progress and financial effects are shown in transpar-
ent reporting and are regularly communicated. The internal
system of indicators helps the management achieve corpo-
rate goals and pursue company strategy by making develop-
ments quantifiable and visible, and thus easier to control.

Key financial control criteria

Among the financial indicators, the internal control criteria
of revenue, earnings before interest and taxes (EBIT*), oper-
ating free cash flow*, and return on capital employed
(ROCE*) are of major importance to the management
of the ElringKlinger Group and the parent company
ElringKlinger AG. Given its integration into the Group, the
parent company is also measured by IFRS*-based indicators.
Sales revenue and EBIT are budgeted, calculated, and con-
tinually monitored for the Group and the individual Group
companies as well as for the four reportable segments and
the respective business units. As regards the compensation
system applicable to the Management Board, year-on-year
changes in EBIT and operating free cash flow constitute
parameters for variable compensation.
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Key financial control criteria of the ElringKlinger Group

Guidance 20211 2021 2020 2019 2018 2017
Organic approximately roughly
Revenue at global market level2 (in EUR million) 1,624.43 1,480.4 1,727.0 1,699.0 1,664.0
(in EUR million) 102.0 27.7 63.2 100.2 141.8
EBIT4 Margin of around 4 to 5% Margin: 6.3% 1.9% 3.7% 5.9% 8.5%
ROCE Visible year-on-year improvement 6.4% 1.7% 3.4% 5.5% 8.2%
Operating free Positive in double-digit million
cash flow euro range (in EUR million) 72.0 164.7 175.8 -86.2 -66.6
Equity ratio 40 to 50% of total assets 47.0% 41.4% 41.5% 42.8% 44.0%
Net debt/EBITDA Year-on-year improvement 1.7 2.5 3.3 3.7 2.7

1 Original guidance as per 2020 annual report; adjustments made during the 2021 financial year — if any — are not presented.

2 Organic sales revenue is adjusted for currency and M&A* effects.

3 Revenue reported; revenue adjusted for currency and M&A effects (organic): EUR 1,630.6 million (+10.1%/market growth: 3.4%)
4 EBIT up to 2019 adjusted for depreciation/amortization relating to purchase price allocation* (2019: EUR 1.9 million, 2018: EUR 4.0 million, 2017: EUR 4.5 million)

As an indicator, ROCE refers to the return on capital
employed. This illustrates the level of the return on capital
employed, and is calculated by putting EBIT in relation to
capital employed. In this context, ElringKlinger uses aver-
age capital employed as a basis of calculation. This includes
shareholders’ equity, financial liabilities, and provisions for
pensions. In the 2021 financial year, ElringKlinger met its
forecast by achieving ROCE of 6.4%, a clear improvement
on the 2020 value of 1.7%.

Operating free cash flow is an indicator expressing internal
financing capability and capital inflow from the operational
activity of the company. It comprises cash flow from operating
activities and investment activities. In this context, non-
operational capital flows from acquisitions, disinvestments,

Calculating ROCE for the Group

in EUR million

EBIT 102.0
Dec. 31, 2021

Dec. 31, 2020

Equity 982.3 812.9
Financial liabilities 492.6 597.2
Provisions for pensions 140.7 156.9
Total 1,615.6 1,567.0
Average capital employed 1,591.3
ROCE! 6.4%

1 EBIT/average capital employed
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and from financial assets are not included in the operating
free cash flow.

The equity ratio and the debt ratio as a ratio of net debt*
to EBITDA* are also important indicators in respect of
corporate management.

The table shows the four most important (and other) financial
control criteria for the ElringKlinger Group.

Non-financial and other internal control criteria
ElringKlinger also uses non-financial indicators for corporate
management purposes. These include personnel, quality,
and environmental indicators, such as CO, emissions and
energy consumption.

Further information on non-financial indicators can be
found in the combined non-financial report, which has been
published in the 2021 Annual Report under the heading
“To Our Shareholders” in the separate section “Combined
Non-Financial Report.” The 2021 Annual Report will be
published on March 29, 2022, on ElringKlinger’s website at
www.elringklinger.com/en/investor-relations/publications/
financial-reports.



Company- and market-specific leading indicators

ElringKlinger uses economic and sector-specific leading in-
dicators (such as forecast growth rates in gross domestic
product and forecasts concerning the development of global
vehicle markets) to appraise the future development of rev-
enue and business. Order intake and order backlog are key
company-specific leading indicators. Revenue budgeting
and forecasting are based on planned quantities requested
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by customers as part of their scheduling less a safety mar-
gin and agreed product prices. Leading indicators specific
to the market, sector, and the company are continually
monitored, forming the basis for reviews of the forecast for
the remainder of the respective year and the annually com-
piled business plan, which includes mid-term planning with
a timescale of five years.

Research and Development

Emissions regulations are not the only reason why ElringKlinger is targeting sus-

tainable mobility — it also wants to make an active contribution to protecting the

climate. The ElringKlinger Group has been conducting research into alternative

drive types for many years now and, both under its own steam and in partnership

with customers, is developing products that help shrink the environmental foot-
print. Battery and fuel cell technology remained the focus of these research and
development activities in the 2021 financial year.

Research and development ratio at 5.0%

In the 2021 financial year, modifications and new develop-
ments were introduced both in the traditional areas of Metal
Sealing Systems & Drivetrain Components, Shielding Tech-
nology, and Lightweighting/Elastomer* Technology and in
the E-Mobility business unit. As a technology-driven com-
pany and a strong innovator, ElringKlinger mainly focuses
on transferring its own existing expertise to new applica-
tions. The Group’s research and development (RED) activi-
ties are largely centralized and concentrate primarily on
reducing emissions, be this through battery-electric or
hydrogen-based drive concepts, structural lightweighting,
or other products. This prevents a “brain drain.” Develop-
ment activities are concentrated at the German sites for the
Original Equipment and Engineered Plastics segments and
at the US site in Southfield, Michigan. Additional expertise
was built up in battery and fuel cell* technology in particular

* Cf. glossary

during the year under review, resulting in 591 (2020: 623)
staff being employed in R&D as of December 31, 2021. The
year-on-year decline is mainly due to a number of employ-
ees switching from ElringKlinger AG’s research and devel-
opment team to Aerostack GmbH, Dettingen/Erms, Germa-
ny, in which ElringKlinger AG holds a 10% stake.

R&D costs (including capitalized development costs)
amounted to EUR 82.1 million in the 2021 financial year
(2020: EUR 76.1 million). This equates to an R&ED ratio of
5.1% (2020: 5.1%), which is thus within the target range of
around 5-6% (including capitalized development costs).
Out of this total, the amount capitalized was EUR 17.2 mil-
lion (2020: EUR 12.4 million), giving a capitalization ratio of
21.0% (2020: 16.2%). Amortization and impairment losses
of capitalized development costs amounted to EUR 4.2 mil-
lion in the year under review (2020: EUR 12.8 million).

ElringKlinger AG Annual Report 2021

59



6

Combined Management Report
Research and Development

Key R&D figures

in EUR million 2021 2020
Research and development spending 82.1 76.1
Capitalized development costs 17.2 12.4

Capitalization ratio’ 21.0% 16.2%
Research and development costs 64.9 63.8
Amortization/impairment of capitalized development costs 4.2 12.8
Research and development costs recognized through profit or loss 69.1 76.6
Research and development ratio2 5.1% 5.1%

1 Capitalized development costs as a proportion of total R&D costs, including capitalized development costs

2 R&D costs, including capitalized development costs, in relation to sales

ElringKlinger always seeks legal protection for new devel-
opments on both a product and a process level. The central-
ized patent department is tasked with protecting the com-
pany’s technological expertise and intellectual property
rights. In 2021, it applied for a total of 105 (2020: 86) new
patents, particularly in the strategic fields of the future.

Traditional know-how meets fields of the future
ElringKlinger has set itself the objective of supporting and
supplying its customers in line with their needs and follow-
ing a technology-agnostic approach. Economic experts
expect the market for conventional combustion engines to
shrink only gradually and demand for alternative drive sys-
tems to increase considerably at the same time. It is precise-
ly this market demand that ElringKlinger is meeting. Opti-
mizing and increasing the efficiency of modern combustion
engines is thus still an important factor for ElringKlinger’s
engineers. The other main focus of its development activi-
ties is battery and fuel cell technology. ElringKlinger sup-
plies components, modules, and entire systems that help to
significantly reduce the environmental footprint of new gen-
erations of vehicles. The use of battery and fuel cell technol-
ogy is not restricted to the automotive industry, meaning
that ElringKlinger’s products will also be capable of cutting
emissions in other sectors in the future.

Making a vehicle lighter helps to reduce the propulsion
energy it needs. This is why the Group’s structural light-
weighting components, which make vehicles weigh less,
are one of its strategic fields of the future. The fact that
these lightweighting components can be used with any
drive type is one of their most important properties.

The share of revenue attributable to the various strategic
fields of the future — batteries, fuel cells, electric drive units,
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and structural lightweighting — was roughly 12% in 2021
(2020: around 11%). This largely mirrors the ratio of new to
traditional drive types on the global vehicle market.

Expertise in new drive technologies

ElringKlinger has been conducting research and develop-
ment in the field of fuel cell technology for over two decades.
During the 2021 financial year, the Group incorporated its
fuel cell business and expertise into its subsidiary EKPO
Fuel Cell Technologies GmbH, an entity jointly operated
with the French automotive supplier Plastic Omnium.
ElringKlinger has been supplying customers with battery
components for series production for around ten years now.
It also manufactures electric drive units in partnership with
the engineering specialist hofer. With regard to the new
drive technologies, ElringKlinger applies its knowledge of
developing and manufacturing components for traditional
drive technologies to solutions for new mobility.

As well as launching its business activities, EKPO Fuel Cell
Technologies GmbH, based at the Group’s headquarters in
Dettingen/Erms, also took some important steps in order to
drive forward the production of fuel cell components and
stacks over the past financial year. Further developing its
three existing stack modules — Nm5-evo, NM12, and NM12-
twin — played a particularly key role. ElringKlinger is also
focusing on the proton exchange membrane (PEM), a
low-temperature fuel cell used in mobile applications. The
NM12 and NM12-twin stack series are particularly suitable
for leveraging the application and cost benefits of fuel cell
technology in a first step owing to their performance range
for the commercial vehicle sector. The NMb5-evo series,
which is ideal for use in passenger cars and light-duty com-
mercial vehicles, is already capable of being produced in
large batches. Development work required to procure



additional tools and series equipment was carried out in
2020. This ensures that quality requirements can be met
over the long term, even with sizable quantities in fully
automated production, thanks to full traceability of the stack
being supplied. Investments in the 2021 financial year
included expanding the test field for fuel cells manufactured
in this way.

The series production of cell contact systems* for lithium-ion
batteries gives ElringKlinger the chance to establish itself
as a supplier in the electromobility segment of the market.
During the past financial year, the Group secured a large-
scale order for this component from a global battery manu-
facturer for the series platform of a premium German man-
ufacturer. In the components segment, meanwhile, research
and development activities during the financial year focused
on developing a cell cover for round cells. ElringKlinger was
awarded funding during the financial year for its innovative
battery cell housing design as part of the second European
IPCEI* (Important Project of Common European Interest).
This funding, which is provided by the German Federal
Ministry for Economic Affairs and Energy and the state
of Baden-Wiirttemberg and will amount to a total of
EUR 33.8 million by 2026, demonstrates the success of
ElringKlinger’s development work. Besides single compo-
nents, the Group also supplies modules and complete bat-
tery systems. Development work in this area in the financial
year focused in particular on customer-specific battery sys-
tems as well as ElringKlinger’s own battery systems — the
“ElringKlinger standard” - fitted with both prismatic and
round cells. One brand-new project that was initiated
revolved around developing a battery system based on a
pouch cell.

Having entered a strategic partnership in 2017 with the engi-
neering specialist hofer, as a result of which ElringKlinger
holds a non-controlling interest in hofer AG, Niirtingen,
Germany, and majority interests in the production subsid-
iaries, the Group began developing electric drive units.
While hofer AG contributes its electric drive know-how,
ElringKlinger brings to the table its skills in scaling up cus-
tomer orders for series production. Manufacturing opera-
tions at the UK subsidiary have already begun based on this

* Cf. glossary
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expertise. The four electric drive systems were evolved fur-
ther during the past financial year, and an initial prototype
of a drive system designed in-house at ElringKlinger was
developed.

Metal Sealing Systems & Drivetrain Components:
development focus on e-mobility applications

The research and development done by the Metal Sealing
Systems & Drivetrain Components business unit in the
financial year focused in particular on taking its existing
expertise in component sealing and applying it to the new
drive concepts. This is done, for instance, using metallic
sealing systems with electric motor housing coatings that
are designed specifically for the purpose, which improve
electromagnetically compatible protection. To this end, it
continued to use its expertise in coating and punching thin
sheet metal and gluing components to develop metal as-
semblies and sealing systems for rotors and stators in elec-
tric motors. These can be produced efficiently and reduce
losses when used inside the electric motor. Standardizing
the sealing systems and optimizing their design also played
a major role in the past financial year as this allows cost-
efficiency to be improved even further.

Shielding Technology: focusing on the system

as a whole

Shielding systems have been very much in demand for many
years for the purpose of protecting heat-sensitive parts and
the passenger compartment against high temperatures
generated inside the engine compartment, within under-
body area, and in the exhaust tract. These are the result of
tightly packed assemblies, more compact engines, and
minimized cooling air flows.

Research and development work in the Shielding Technology
business unit in the past financial year was concentrated on
the overall system, i.e., on linking up the various shielding
methods. Elements borrowed from acoustic engineering
were added to thermal shielding systems in order to mini-
mize noise levels and optimize acoustic behavior. Since the
choice of materials plays an important role in making a
shielding system more efficient, work on refining these
materials continued in this area too during the financial year.

ElringKlinger AG Annual Report 2021

61



6

Combined Management Report
Research and Development

Lightweighting/Elastomer Technology:

using innovative plastic solutions to reduce weight
Making vehicles lighter is key to cutting their emissions.
Although a lower weight primarily decreases fuel and ener-
gy consumption, reduced tire wear also relieves the burden
on the environment. This is why manufacturers consider
every single ounce when developing new components.
ElringKlinger’s approach is to take components such as
cylinder-head covers and oil sumps, which traditionally
used to be made mostly from metal, and replace them with
innovative plastic solutions.

Research and development work in the 2021 financial year
focused on further refining cockpit cross-car beams* and
front-end modules as well as the ElroSafe underbody pro-
tector for battery systems. Besides thermal and acoustic
protection, the underbody protector also provides the bat-
tery with particularly strong protection at high speeds.
Thanks to its sandwich structures, featuring cover layers
with a high continuous glass fiber content, this protection
solution is by no means restricted to vehicle batteries; it can
also be applied outside the automotive industry. The bene-
fits it can offer in terms of high strength, the potential for
weight savings, and improved thermal insulation compared
with metallic components have been proven in a wide range
of very different areas.

The cockpit cross-car and front-end beams have been
mass-produced since 2015 and permit a significant weight
reduction thanks to their hybrid plastic/metal design. Be-
sides the lower weight, new customers are particularly
impressed by the cost/benefit ratio and the design of the
product range, as reflected in rising order levels. Computer-
driven load simulations are used to facilitate large-scale
production safely and reliably despite short development
cycles.
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Development work in the area of sealing technology
focused primarily on products for battery-electric vehicles.
In particular, the emphasis was on further evolving pressure
equalization elements for batteries in the financial year
under review. As well as helping to develop complex metal/
elastomer gaskets for battery technology, the Group’s
expanded knowledge of materials development, production
technology, and tool engineering also makes it better able
to offer sealing solutions for fuel cell stacks*.

Engineered Plastics: expertise in all manner of
industries

In the field of engineered plastics, innovation begins at an
early stage — with the material. The chemical and tempera-
ture resistance of the high-performance plastics enable a
high level of manufacturing precision — an essential factor,
because the high-performance plastics are adapted individ-
ually to the requirements of specific customers and sectors.
These plastics are used in all manner of different industries,
such as medical technology, mechanical engineering, the
food industry, and the automotive industry.

As in previous years, the Engineered Plastics segment
focused on the main trends in the individual industry sectors
in the 2021 financial year. Research in this area is especially
important due particularly to the growth of electromobility,
the much tougher requirements in medical technology, and
the new trends in industrial sensor systems in the food and
pharmaceutical industries. Developing ultra-flexible fluoro-
polymer materials in the medical and life sciences sector
was one area on which research and development focused,
while the technique of enhancing medical tubes, e.g., to
make them radiopaque, was also fine-tuned. Another key
area of development work centered on the issue of electrical
corrosion affecting electric vehicle drives, a form of corro-
sion that requires a discharge function to be integrated into
existing dynamic gaskets.
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Macroeconomic Conditions and

Business Environment

The direction taken by the global economy in 2021 was again heavily influenced
by the coronavirus pandemic. Although world production output increased signifi-
cantly over the course of the year, with the gross domestic product (GDP) standing
at 5.9%, the overall momentum of growth was relatively modest. In this context,
economic performance was dampened by rising prices and supply-side bottle-
necks. The automotive industry was also impacted by shortages of materials such
as semiconductors. After a bifurcated year — characterized by growth in the first
six months and a significant downturn in the second half — the automotive industry
saw global car production expand slightly by 3.4% to 77.1 million new vehicles.

Muted recovery of global economy

Against the backdrop of the coronavirus-induced slump a
year earlier, the economy was somewhat sluggish and
inconsistent in its recovery over the course of 2021. Impacted
by factors such as material-related shortages, supply chain
problems, and rising inflation rates, the economy as a whole
lost much of its forward momentum in the second half of the
year. The divide between industrialized and emerging
nations remained very much in evidence, due in part to
differences in the overall coverage of vaccinations aimed at
containing the coronavirus pandemic.

GDP growth projections

Year-on-year change

(in %) 2020 2021
World -31 5.9
Advanced economies -4.5 5.0
Emerging and developing countries -2.0 6.5
Eurozone -6.4 52
Germany -4.6 2.7
USA -3.4 5.6
Brazil -3.9 4.7
China 2.3 8.1
India -7.3 9.0
Japan -4.5 1.6

Source: International Monetary Fund (Jan. 2022)

* Cf. glossary

Global production output increased significantly in 2021, as
reflected in a 5.9% increase in GDP, after having contracted
by 3.1% in 2020 as a result of the coronavirus pandemic.
However, the trajectory of growth was relatively modest.
While industrial production in the advanced economies
expanded slightly in the period up to mid-2021, it was
already trending lower in the emerging economies. Rather
than being entirely demand-driven, this weakness in eco-
nomic performance was attributable to supply-side bottle-
necks relating to raw and primary materials. Alongside
logistical disruptions, e.g., in the area of maritime transpor-
tation, production capacity was often insufficient when it
came to meeting buoyant demand. Downward pressure on
the Chinese economy — with multiple factors leading to pro-
duction cutbacks — had a negative impact on the global
availability of materials.

Extensive fiscal measures continued to be implemented in
many economies for the purpose of propping up the economy
and mitigating the impact of the pandemic. In 2021, the
focus was increasingly on public investment and programs
aimed at meeting structural challenges such as climate
change or demographic trends.

Spiraling prices were attributable, among other things, to
the higher cost of energy. In Europe, the hike in gas prices
was particularly pronounced. At the same time, in Novem-
ber the price of oil reached its highest level since 2014. In
response to more intense inflationary pressure, central
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Light vehicle production

Year-on-year

Million units change

Region 2020 2021

Europe’ 15.2 14.4 -5.5%
China 23.6 24.8 5.3%
Japan/Korea 11.2 10.9 -3.1%
Middle East &

Africa 1.8 2.1 15.6%
North America 13.0 13.0 0.2%
South America 2.2 2.6 16.1%
South Asia 6.2 7.9 27.4%
World 74.6 771 3.4%

Source: IHS (Feb. 2022)
1 Excluding Russia

banks in the United States and the euro area pursued differ-
ent monetary policies, especially in the second half of the
year. While the US Federal Reserve announced that it would
abandon its expansionary monetary policy sooner than
originally planned, the European Central Bank remained
committed to its ultra-loose monetary approach. As a result,
the US dollar appreciated against many other currencies.

Global vehicle production declines due to

supply-side bottlenecks

Emerging from the coronavirus-induced quagmire of the
previous year, global automotive markets rallied quite sig-
nificantly during the first six months of 2021 — before expe-
riencing a visible decline in production output and sales
volumes in the second half of the year. Ongoing problems
within supply chains and especially the shortage of semi-
conductors had a dampening effect on vehicle production
and the automotive supply industry.

On the back of the very low level recorded in the crisis year
of 2020, car production expanded by 3.4% to 77.1 million
light vehicles (passenger cars and light commercial vehi-
cles) in 2021. Thus, the total volume of output was still
13.4% short of the pre-crisis level recorded in 2019, when
vehicle production had totaled 89.0 million units.
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After initial signs of encouraging growth in the first half of
the year, the European market slipped sharply into negative
territory. The North American market developed along sim-
ilar lines. While the Chinese market trended downwards
from the second quarter onward, it still managed to post
some growth for the annual period as a whole. Only the
region encompassing South Asia, which includes the Indian
market, recorded strong growth in production output.

Sales markets in slightly better shape

The picture was slightly more favorable within the various
sales markets, which were partly served from stock. After
significant growth in the first half of the year as a result of
catch-up effects, but also due to the low year-on-year com-
parative base, the markets entered choppy waters in the
second half of the year as the negative factors described
above took their toll.

For the full year, Europe (EU27, EFTA*, UK) recorded a 1.5%
drop in sales to 11.8 million newly registered cars. At the
end of the year, the more widespread presence of the
Omicron variant in Europe led to renewed containment
measures. In December, the region as a whole saw a decline
of around 22% in new vehicle registrations. Germany
recorded a downturn of 10.1% in 2021. As a result, Europe
has not yet been in a position to compensate for the decline
caused by the pandemic. At 14.9 million units, light vehicle
sales in the United States also remained well below the
pre-crisis level of around 17.0 million vehicles. Having said
that, the market did manage to achieve a slight increase
in sales of 3.1% in 2021 as a whole. China recorded a
more significant increase of 6.6%, taking the figure to
21.1 million cars.

Strong demand for commercial vehicles

Buoyed by strong demand for goods and a brimming logis-
tics sector, the commercial vehicle markets in Europe,
NAFTA*, and the key South American market of Brazil grew
significantly in the 2021 financial year. Heavy-duty truck
registrations increased by around 20% in Europe, 15% in
North America (NAFTA), and around 45% in Brazil.
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In the period under review, as in the previous year, the ongoing coronavirus
pandemic had a major impact on the social, political, and economic environment in
which ElringKlinger operates, and thus also on the company itself. Irrespective

of these circumstances, the Group remained resolute in pursuing its strategic course,
as evidenced by significant activities in the E-Mobility business unit. Other
important events include the Annual General Meeting, which was once again held

in a virtual format.

EKPO Fuel Cell Technologies commences

business activities

The subsidiary EKPO Fuel Cell* Technologies GmbH (“EKPO”
for short), based at the main site in Dettingen/Erms, Germa-
ny, commenced its business operations on March 1, 2021.
These activities encompass the development, manufacture,
and distribution of fuel cell stacks* and components. The
applications are primarily designed for commercial vehicles
and buses, but also for passenger cars. Specialist vehicles,
trains, and ships are among the other suitable fields of ap-
plication with growth potential. Upon commencing opera-
tions, French automotive supplier Plastic Omnium, based in
Levallois, France, acquired a stake in the company, which is
the
ElringKlinger contributed its fuel cell technology unit to the

fully consolidated within ElringKlinger Group.
entity, while Plastic Omnium committed itself to a contribu-

tion of EUR 100 million.

Also with effect from March 1, 2021, ElringKlinger sold to
Plastic Omnium its subsidiary ElringKlinger Fuelcell
Systems Austria GmbH, which specializes in the integration
of hydrogen systems and is based in Wels, Austria. The
entire transaction was concluded as planned on the basis of
the agreement reached between ElringKlinger AG and
Plastic Omnium on October 28, 2020.

E-Mobility unit based at new Neuffen location

At the beginning of 2021, ElringKlinger established a new
site in Neuffen, located around ten kilometers from its
Group headquarters in Dettingen/Erms. Its key focus is on
evolving the company’s business activities in the field of
battery technology. At the same time, however, the site also
accommodates other sub-areas such as the production of
electric drive units.

* Cf. glossary

High turnout at second virtual Annual General Meeting
Against the backdrop of the coronavirus pandemic,
ElringKlinger once again conducted its Annual Shareholders’
Meeting as a virtual event. In total 63.2% of the voting
share capital was represented. In his Management Board
speech, CEO Dr. Stefan Wolf looked back on the challenging
2020 financial year and presented an outlook on the strategic
direction to be taken by the Group. All items on the agenda
were approved by a large majority of shareholders. The
Annual General Meeting also approved the new compen-
sation system for the Management Board, in addition to
resolving in favor of the compensation system for the
Supervisory Board. The new system of compensation for
the Management Board stipulates that the targets to be set
annually by the Supervisory Board may also include sus-
tainability targets.

Significant contracts and collaborative efforts in the
field of E-mobility

In the 2021 financial year, ElringKlinger received several
high-volume purchase orders that are of particular impor-
tance to the rapidly expanding E-Mobility unit. In some cases,
the contracts cover a period of several years and include
substantial revenue contributions.

In March 2021, ElringKlinger AG received a purchase order
from a global battery manufacturer covering cell contact
systems*. It encompasses a total volume in the mid-triple-
digit million euro range and spans a contractual period of
around nine years. The systems are intended for the series
platform developed by one of Germany’s premium carmak-
ers; production ramp-up in Neuffen is scheduled for 2022.
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Furthermore, in May 2021 the Group subsidiary EKPO
received a notable series production order from Aachen-
based mobility company AE Driven Solutions GmbH,
Aachen, Germany, for the supply of fuel cell stacks. The
contract covers a total volume in the high double-digit mil-
lion euro range over a period of several years. The fuel cell
stacks of the type NM5-evo ordered by the company will be
used in delivery vehicles, the aim being to offer environ-
mentally friendly drive technology in urban areas. Here, too,
series production is scheduled to commence in 2022.

In December 2021, the Group subsidiary EKPO entered into
a cooperation agreement with German-Chinese system inte-
grator DR Powertrain System Co. Ltd. based in Jiaxing,
China, for the purpose of stepping up efforts to cultivate the
Chinese market in the field of fuel cell technology. EKPO
will supply DR Powertrain with fuel cell stacks for integra-
tion into local manufacturers’ systems for automotive and
non-automotive applications.

In December 2021, ElringKlinger was awarded a contract to
develop and supply prototypes of a battery system for an
all-electric high-end sports car manufactured by Piéch
Engineering AG, Zirich, Switzerland. In addition to the
battery modules, the battery units also include the battery
management system. The project initially covers a volume
in the mid-single-digit million euro range and commenced
as early as 2021.

ElringKlinger technologies selected for

European IPCEI funding project

ElringKlinger is involved in two projects as part of the Euro-
pean Union's IPCEI* (Important Projects of Common Euro-
pean Interest) funding initiative. At the end of April 2021,
ElringKlinger received notification of funding from the
German Federal Ministry for Economic Affairs and Energy

ElringKlinger AG Annual Report 2021

and the state of Baden-Wiirttemberg for its innovative
battery cell housing components. Thus, ElringKlinger has
become one of eleven German companies tasked to estab-
lish a European battery value chain as part of this initia-
tive. Additionally, the German government has selected
ElringKlinger to develop a new generation of fuel cell stacks
for the commercial vehicle sector in the context of the so-
called Hydrogen IPCEI. The stacks are also to be used in
buses as well as in maritime applications, in the rail sector,
or as stationary units. The selection made by the German
federal government still has to be confirmed at the Euro-
pean level.

Additional subsidiaries established in United States

Two new Group companies were established in the USA
effective from July 1, 2021. Alongside the holding company
ElringKlinger Holding USA, Inc., based at the existing
ElringKlinger site in Buford, Georgia/USA, ElringKlinger
Texas, LLC, based in San Antonio, Texas/USA, was estab-
lished as a further production company.

Pooling forces within the Shielding Technology

business unit

Committed to further enhancing the competitiveness of the
Shielding Technology business, ElringKlinger plans to pool
its operating activities within this area and optimize its pro-
duction sites. As communicated by ElringKlinger at the end
of October 2021, the intention is to gradually discontinue
the production of shielding components at one of the
German sites and to transfer any remaining orders to other
sites. Research and development activities are to be contin-
ued in close proximity to the site. The Group’s goal is to
further improve the competitiveness of its Shielding Tech-
nology unit and to be in a position in which it can offer its
customers high-end solutions tailored to their needs well
into the future.



Combined Management Report
Sales and Earnings Performance

Sales and Earnings Performance

Global automotive markets recovered slightly in the 2021 financial year, growing
by 3.4% worldwide. The ElringKlinger Group saw its revenue expand by around

10% in the financial year just ended. Revenue growth was driven by all key seg-

ments in the period under review. The efficiency stimulus program pursued since

2019 was again reflected in an improved financial performance in 2021. The

Group generated earnings before interest and taxes (EBIT) of EUR 102.0 million,

which corresponds to a margin of 6.3%.

Group revenue up after crisis year

The 2021 financial year saw significant revenue growth
despite difficult underlying conditions such as bottlenecks
relating to semiconductors, supply chain issues, raw mate-
rial shortages, and the coronavirus pandemic. Overall, the
ElringKlinger Group generated revenue of EUR 1,624.4 mil-
lion (2020: EUR 1,480.4 million), up EUR 144.0 million or
9.7% on the previous year. Compared to the pre-crisis year
of 2019, revenue was still down by 5.9%. Currency transla-
tion had a negative impact equivalent to EUR - 6.2 million or
-0.4% in the financial year under review, primarily due to
the exchange rate movements of the Turkish lira, the US
dollar, and the Japanese yen. No adjustments with regard to
MGE&A* activities were applicable in the period under review.
Excluding these effects from exchange rate changes, the
increase in revenue amounted to EUR 150.2 million or
10.1%. The projected trend for the market as a whole had
been revised several times in the year under review. At
3.4%, ultimately, this figure was much lower than the figure
of +13% predicted at the beginning of 2021 by industry
institute IHS. Thus, the Group’s organic revenue growth
exceeded the increase in global car production by several
percentage points.

Factors influencing Group revenue

While the previous year had been heavily impacted by the
coronavirus pandemic, on the whole the global economy
rebounded in the 2021 financial year. Despite new waves of
infection, economic activity was upheld without far-reaching
production stoppages induced by lockdown measures —
unlike the year before.

Revenue growth in almost all regions

The Rest of Europe, which is ElringKlinger’s largest sales
region in terms of revenue, recorded strong growth as a
proportion of total revenue in the 2021 financial year. With
growth of EUR 65.4 million or 15.4%, revenue amounted to
EUR 488.8 million (2020: EUR 423.4 million). As a result,
the share of revenue increased by 1.5 percentage points to
30.1% (2020: 28.6%). Thus, this region continues to repre-
sent the highest proportion of sales revenue within the
ElringKlinger Group. Adjusted for currencies, sales reve-
nues expanded by as much as EUR 69.2 million or 16.3%.
By contrast, automobile production in the region of Europe
(including Germany) declined by 5.5%, according to data
provider IHS.

Revenue generated in North America rose by 7.1% or
EUR 26.0 million in the 2021 financial year. The Group thus

Change, Change,
in EUR million 2021 2020 absolute relative
Group revenue 1,624.4 1,480.4 144.0 9.7%

of which FX effects -6.2 -0.4%
of M&A activities 0.0 0.0%
of which organic 150.2 10.1%

* Cf. glossary
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Group revenue by region 2021

30.1%

24.2% 21.3%

20.0%

in EUR million (previous year)

B Rest of Europe 488.8 (423.4)
B North America 393.7 (367.7)
B Germany 346.7 (355.6)
B Asia-Pacific 325.4 (274.8)
South America and
Rest of World 69.8 (58.9)

achieved revenue of EUR 393.7 million (2020: EUR 367.7 mil-
lion) in this region. On this basis, the region accounts for
24.2% of Group revenue (2020: 24.8%). The Group's busi-
ness expansion in North America was significantly stronger
than overall market growth, which amounted to just
0.2%. Adjusted for currencies, sales revenues rose by
EUR 27.1 million or 7.4%.

Due to the government’s zero-covid strategy, as part of which
any outbreak is to be restricted locally, the coronavirus pan-
demic had no wide-ranging impact on the Chinese economy.
ElringKlinger generated revenue of EUR 325.4 million (2020:
EUR 274.8 million) in the Asia-Pacific region in the 2021
financial year, which corresponds to growth of EUR 50.6 mil-
lion or 18.4%. The share of total revenue stood at 20.0%,
compared to 18.6% in the previous year.

There was a slight decline in revenue in the sales region of
Germany, which was attributable to production-specific
constraints at some of the plants operated by car manufac-
turers. In total, ElringKlinger generated domestic sales
revenue of EUR 346.7 million (2020: EUR 355.6 million),
which corresponds to a decline of EUR -8.9 million or
-2.5%. The share of revenue was down on the prior-year
figure, amounting to 21.3% (2020: 24.0%).

The region comprising South America and Rest of the World
recorded the most pronounced percentage increase in reve-
nue in the 2021 financial year. Here, the Group saw revenue
expand by EUR 10.9 million or 18.6% to EUR 69.8 million
(2020: EUR 58.9 million). Revenue growth was even more
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significant after adjustments for currency effects. If exchange
rates had remained unchanged, revenue would have been
up by EUR 13.1 million or 22.3%. Overall, the share of
Group revenue stood at 4.3%, compared to 4.0% in the
previous year.

The share of domestic revenue decreased to 21.3% (2020:
24.0%) in the financial year under review. Correspondingly,
the proportion of foreign sales amounted to 78.7% (2020:
76.0%).

Original Equipment segment records growth

in all future-facing areas

Accounting for 78.8% (2020: 80.1%) of total revenue, the
Original Equipment segment constitutes the largest seg-
ment of the ElringKlinger Group. In the 2021 financial year,
this segment generated revenue of EUR 1,280.4 million

Revenue in the Original Equipment segment
in EUR million

1,186.1 1'2i0'4
2020 2021



(2020: EUR 1,186.1 million), representing an increase of
EUR 94.3 million or 8.0%. The segment thus grew quite
significantly compared to global car production, which
expanded by only 3.4%.

Within the Original Equipment segment, the Metal Sealing
Systems & Drivetrain Components business unit, which had
been newly established in the preceding year, generated
revenue of EUR 448.2 million (2020: EUR 410.7 million), an
increase of EUR 37.5 million or 9.1%. The largest business
unit calculated on the basis of share of revenue, Light-
weighting/Elastomer* Technology, saw a sizeable increase in
revenue of EUR 77.5 million or 18.3%, thus posting reve-
nue of EUR 500.1 million (2020: EUR 422.6 million) in the
2021 financial year. With a decline in revenue of
EUR -21.8 million or -7.5%, Shielding Technology was the
only business unit within the Original Equipment segment,
along with the Exhaust Gas Purification unit, that failed to
record growth in revenue in the 2021 financial year. It gener-
ated revenue of EUR 269.3 million (2020: EUR 291.1 million).

On the back of a particularly strong performance in the
previous year, the E-Mobility business unit saw a further
expansion in revenue in the period under review. This unit
brings together the Group’s business activities in the field of
battery and fuel cell* technology as well as in the area of
electric drive units. At EUR 58.7 million (2020: EUR 54.7 mil-
lion), the business unit managed to lift its revenue by
EUR 4.0 million or 7.3% compared to the previous year.
After adjusting the prior-year figure for the proceeds of
around EUR 25 million attributable to a fuel cell partner-
ship, revenue was actually almost doubled.

The Exhaust Gas Purification business unit saw a decline in
revenue by EUR 2.9 million or 41.4% to EUR 4.1 million in
the 2021 financial year (2020: EUR 6.9 million). Activities
within this area of the business are mainly centered around
the construction of housings as a component for exhaust
gas purification systems.

Having been unable to fully cover its fixed costs in the pre-
vious year due to the effects of the coronavirus pandemic,
the Original Equipment segment achieved earnings before
interest and taxes of EUR 36.9 million in the financial year
under review (2020: EUR -23.7 million) as a result of a
favorable sales performance and sustained cost discipline.
The EBIT margin* was 2.9% (2020: -2.0%).

* Cf. glossary
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Revenue in the Aftermarket segment
in EUR million

214.7
182.5 I
2020 2021

Further growth in Aftermarket segment after strong
prior-year performance

The Aftermarket segment succeeded in further expanding
its revenue in the period under review — on the back of a
strong performance in the previous year. At EUR 214.7 mil-
lion, revenue generated in 2021 was up by EUR 32.2 million
or 17.7% on the prior-year level (2020: EUR 182.5 million).
The segment managed to drive revenue forward in Eastern
Europe, in particular, but also in North and South America,
Western Europe, Africa, and Asia as well as in the Middle
East/Indian subcontinent. Of the major sales regions, only
Germany recorded a slight decline.

Segment earnings before interest and taxes were up slightly
at EUR 42.2 million (2020: EUR 39.0 million), which corre-
sponds to an EBIT margin of 19.7% (2020: 21.4%).

Significant upturn for Engineered Plastics segment

At EUR 125.4 million, revenue generated in the Engineered
Plastics segment in the 2021 financial year was up markedly
on the prior-year figure (2020: EUR 107.6 million). Reve-
nues increased by EUR 17.8 million or 16.6% in the
financial year under review, driven in particular by sales in

Revenue in the Engineered Plastics segment
in EUR million

125.4
107.6 |
2020 2021
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Group revenue by segment and business unit 2021

Original Equipment ——————— 79%
Aftermarket ——— 13%
Engineered Plastics —— 8% ‘

Other <1%

in EUR million (previous year)

B Original Equipment 1,280.4 (1,186.1)
— Lightweighting/Elastomer Technology 500.1 (422.6)

— Metal Sealing Solutions &
Drivetrain Components 448.2 (410.7)
— Shielding Technology 269.3 (291.1)
— E-Mobility 58.7 (54.7)
— Exhaust Gas Purification & Other 4.1 (7.0)
B Aftermarket 214.7 (182.5)
B Engineered Plastics 125.4 (107.6)
Other 4.0 (4.3)

Europe and Asia, while revenue generated in North America
was lower.

At EUR 23.7 million (2020: EUR 14.0 million), the segment
recorded a significant increase in earnings before interest
and taxes. This was also attributable to savings in non-
personnel, travel, and staff costs. The segment’s EBIT
margin was 18.9% (2020: 13.0%).

Slight decline in revenue for “Other” segment

In the 2021 financial year, the segment referred to as
“Other,” which combines the activities of services and
industrial parks, generated revenue of EUR 4.0 million
(2020: EUR 4.3 million). The segment loss before interest
and taxes amounted to EUR -0.8 million. This represents a
slight improvement on the previous year’s figure of
EUR -1.6 million.

Successful execution of efficiency stimulus program

The global efficiency stimulus program that management
rolled out across the Group at the beginning of the 2019
financial year has now been successfully completed. Cover-
ing various dimensions, it was aimed at positioning the
Group more effectively for the process of transformation.
This included the objective of strengthening profitability, for
which the Group, in addition to streamlining staff, material,
and non-personnel costs, also made adjustments to its
current prices when concluding contract extensions. The
Group also took a committed approach to avoiding additional
costs, e.g., for special freight movements or extra shifts,
from the outset by means of process optimization, staff
training, and the elimination of inefficiencies. In parallel,
ElringKlinger pursued a disciplined plan of action relating
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to investments and optimized its net working capital* in order
to generate positive operating free cash flow* at a sustainable
level. These measures were aimed at significantly reducing
the Group’s net financial liabilities and perceptibly lowering
its net debt* ratio.

Further improvement in gross profit margin

The cost of sales increased at a lower rate in relation to
revenue growth in the 2021 financial year, up by 6.5% on the
prior-year level. In total, they amounted to EUR 1,273.4 mil-
lion, compared to EUR 1,195.5 million in the previous finan-
cial year. As a result, gross profit improved significantly
compared to the previous year, standing at EUR 351.0 mil-
lion. This figure was EUR 66.1 million or 23.2% higher than
in the 2020 financial year (2020: EUR 284.9 million). Corre-
spondingly, the gross profit margin increased by 2.4 per-
centage points to 21.6% (2020: 19.2%).

Driven by various factors, commodity prices increased
markedly in the financial year under review. For example,
the price of one ton of aluminum on the London Metal
Exchange surged by 42% in 2021.

As part of its manufacturing processes, ElringKlinger mainly
uses raw materials such as aluminum, alloyed high-grade
steels (and especially chromium-nickel alloys), carbon steel,
polyamide*-based polymer granules, i.e., pellets, such as
PA6.6, and elastomers as well as polytetrafluoroethylene
(PTFE*) in the Engineered Plastics segment. In addition, mate-
rials and components required for the production of battery
and fuel cell systems are also becoming increasingly impor-
tant. The Group uses aluminum primarily in the production of
shielding parts within the Shielding Technology business



unit. High-grade steels and their alloys are deployed in the
Metal Sealing Systems & Drivetrain Components business
unit, while plastic granules, i.e., pellets, are used in the Light-
weighting/Elastomer Technology business unit.

ElringKlinger employs a range of instruments to limit volatility
and the general upward trend in prices. These include, for
example, price escalation clauses in customer contracts
through which price changes relating to commodities are
passed on to the customer. In addition, the Group also con-
cludes hedging transactions where this is possible on the basis
of corresponding reference figures. Purchasing, as a corporate
unit, also pursues various strategies to optimize material costs
via contract parameters such as duration and volumes.

Overall, the Group recorded a 13.9% increase in the cost of
materials, taking this figure to EUR 709.2 million in the
period under review (2020: EUR 622.7 million). Against the
backdrop of revenue growth of around 10% and commodity
price increases of around 40% in some cases, the Group
was able to cushion significant inflationary effects. In view
of the fact that the cost of materials nevertheless increased
at a more pronounced rate than revenue, the cost-of-materials
ratio stood at 43.7% (2020: 42.1%).

Staff costs, which are accounted for in various functional
categories of the income statement, amounted to
EUR 526.6 million in 2021. This item also includes costs
associated with the planned site optimization, which were
accounted for in the fourth quarter of 2021. As in the case
of the Group’s cost of materials, staff costs thus trended
upward again compared to the previous year (2020:
EUR 472.1 million), but without reaching the level of
EUR 544.4 million recorded in the pre-pandemic year. The
Group had also targeted its efficiency stimulus program,
initially launched in 2019, at reducing staff costs. Expressed
as a ratio, staff costs in relation to Group revenue were only
up slightly on the prior-year figure at 32.4% (2020: 31.9%).

With the economy becoming more buoyant, selling expenses
increased by EUR 13.7 million or 12.8% to EUR 120.8 mil-
lion in 2021 (2020: EUR 107.0 million), but were still well
below the pre-pandemic level of EUR 133.4 million recorded
in 2019. This is attributable to the fact that travel and exhi-
bition activities are still limited to the minimum level neces-
sary as part of protective measures. At the same time, the
Group has benefited from the structural optimization of
additional costs attributable to sorting and special freight

* Cf. glossary
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movements as well as extra shifts as part of measures im-
plemented in the context of the efficiency stimulus program.

General and administrative expenses also increased in 2021
as business picked up and amounted to EUR 83.6 million
(2020: EUR 72.6 million).

Research and development ratio remains steady

In an effort to help shape the transformation process within
the automotive industry, ElringKlinger has been focusing its
research and development activities on alternative drive
technologies, i.e., primarily on the area of E-Mobility, en-
compassing battery and fuel cell technology as well as
electric drive units as part of its partnership with hofer AG.

Compared to the previous year, the Group’s research and
development costs were slightly up at EUR 64.9 million in
2021 (2020: EUR 63.8 million). In addition, it recorded
EUR 17.2 million (2020: EUR 12.4 million) in capitalized
costs meeting the relevant criteria for recognition. This
resulted in a capitalization ratio of 21.0% (2020: 16.2%).
Amortization and impairment losses relating to capitalized
totaled EUR 4.2 million (2020:
EUR 12.8 million). Including capitalized development costs,
the ratio of R&D costs to Group revenue was 5.1%, i.e.,
exactly the same as in the previous year (2020: 5.1%).

development costs

ElringKlinger again received public-sector funding in the
financial year under review in support of its research and
development activities. This was granted in respect of
research projects primarily centered around the fields of
battery and fuel cell technology as well as lightweight con-
struction. Funds granted with regard to R&D projects and
recognized in profit or loss totaled EUR 3.7 million (2020:
EUR 3.6 million). As the Group does not receive any funding
without its own expenses, all funding recognized in profit or
loss in 2021 was again offset by project-related expenses for
development and prototyping in the corresponding amount.

Other operating income totaled EUR 32.7 million in the
reporting period, which was EUR 22.8 million above the
level recorded in the previous year (2020: EUR 9.8 million).
This includes the proceeds from the sale of the Austrian
subsidiary to French automotive supplier Plastic Omnium in
the first quarter of 2021. Other factors included the reversal
of impairment losses on receivables, third-party reimburse-
ments, and insurance recoveries.
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Other operating expenses almost halved in the 2021 finan-
cial year, falling by EUR 11.2 million or 47.3% to
EUR 12.5 million (2020: EUR 23.6 million). The previous
financial year had included a higher loss allowance for
receivables as well as more pronounced losses from the
disposal of non-current assets.

EBIT margin at upper end of expectations

The efficiency stimulus program was also reflected in im-
proved earnings before interest, taxes, depreciation, and
amortization (EBITDA*) in 2021. The Group achieved EBITDA
of EUR 216.1 million (2020: EUR 181.5 million). In this
context, the previous year had included instruments such as
short-time work in Germany as well as proceeds from a fuel
cell partnership. Write-downs totaled EUR 114.1 million in
the financial year under review (2020: EUR 153.7 million).
In the previous year, this item had been impacted by impair-
ment tests conducted in accordance with IAS 36. After
deducting depreciation and amortization, earnings before
interest and taxes (EBIT*) amounted to EUR 102.0 million
(2020: EUR 27.7 million), which corresponds to a margin of
6.3% (2020: 1.9%). The Group's EBIT margin thus exceed-
ed the original guidance figure published in March 2021
and was at the upper end of expectations outlined in Octo-
ber 2021, when the projected margin for the financial year
had been around 6%.

Net finance costs down markedly

The reduction in financial liabilities is also reflected in the
net interest result. Interest expenses were lower compared
to the previous year, as a result of which the Group’s net
interest result improved significantly by 46.0%. In contrast
to the previous financial year, the volatility of exchange
rates did not result in a loss from currency translation in the
period under review. Unrealized foreign exchange losses
resulting from the translation of the balance sheet items
denominated in a foreign currency into EUR — as the reporting
currency — at the year-end rate were offset by higher foreign
exchange gains. Therefore, the net result of foreign exchange
gains and losses improved by EUR 23.9 million in total. As
losses from associates also decreased, net finance costs*
fell by EUR 40.0 million to EUR -1.3 million (2020:
EUR -41.3 million).

At EUR 100.8 million, therefore, the result before income

taxes was up by EUR 114.3 million (2020: EUR -13.6 mil-
lion) on the previous year.
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Earnings per share at EUR 0.88

In view of the positive pre-tax result, income tax expenses
increased to EUR 46.2 million in 2021 compared to the previ-
ous year (2020: EUR 26.4 million), which corresponds to an
effective tax rate of 45.9%. The previous year had seen a neg-
ative tax rate due to the pre-tax loss. The tax expenses reflect
the global positioning of the Group with heterogeneous prof-
itability relating to the subsidiaries. This has different effects
on the taxes payable in the respective countries.

After deducting income tax expenses, net income for the
financial year under review was EUR 54.6 million (2020:
EUR -40.0 million). Taking into account the share of net in-
come attributable to non-controlling interests, net income
attributable to the shareholders of ElringKlinger AG amount-
ed to EUR 55.7 million in 2021 (2020: EUR -40.8 million).
This results in earnings per share* of EUR 0.88 (2020:
EUR -0.64), which is significantly above the level recorded in
the previous year. As of December 31, 2021, the number
of shares outstanding that were entitled to a dividend
remained unchanged at 63,359,990.

Balanced dividend policy

The annual financial statements of ElringKlinger AG prepared
in accordance with the provisions of the German Commercial
Code (Handelsgesetzbuch — HGB*) and relevant for the divi-
dend payment showed a net income of EUR 70.1 million
(2020: net loss of EUR 11.6 million). After accounting for the
accumulated loss carried forward from the previous year and
the allocation of EUR 26.6 million to the revenue reserves of
ElringKlinger AG, the unappropriated surplus (“Bilanz-
gewinn”, i.e. the distributable profit) stands at EUR 9.5 million
(2020: accumulated loss of EUR 34.0 million).

In view of the unappropriated surplus generated in the period
under review, ElringKlinger is again in a position to pay a
dividend for the financial year just ended. Taking into con-
sideration the process of far-reaching transformation and
the opportunities resulting therefrom, the Management
Board and the Supervisory Board have jointly decided to
take a balanced approach with regard to ElringKlinger’s
dividend policy, particularly when viewed against this back-
drop. While shareholders should benefit from the compa-
ny’s profitability, there is also a commitment to strengthen-
ing the company in support of the further transformation
process. Both Boards therefore propose to the Annual
General Meeting that a dividend of EUR 0.15 be paid for the
2021 financial year.
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At the end of the 2021 financial year, the ElringKlinger Group's financial position
and cash flows continued to be in a solid shape. The efficiency stimulus program
launched in 2019 led to a further improvement in the Group’s financial situation.

In the financial year just ended, net debt was scaled back by around EUR 90 million
to EUR 369.2 million, which represents another significant year-on-year reduction.
W