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To our shareholders

Combined management report for PWO AG

Consolidated financial statements

The combined management report for the fiscal year from Janu-
ary 1, 2025, to December 31, 2025, contains the report for PWO AG,
Oberkirch, and for the PWO Group (hereinafter also referred

to as “PWOQ”, the “PWO Group”, or the “Group”). The consolidated
financial statements were prepared in accordance with the
International Financial Reporting Standards (hereinafter also
referred to as “IFRS”), as adopted in the European Union, and
the supplementary provisions of commercial law. PWO AG pre-
pares its financial statements in accordance with the provisions
of the German Commercial Code (“HGB”) in its current version
and the supplementary provisions of the German Stock Corpora-
tion Act (“AktG”).

The composition of the consolidated group is described in detail
in the notes to the consolidated financial statements.

PWO Group principles
BUSINESS MODEL

The Group manufactures lightweight components predominantly
made of steel but also aluminum sheets for the international
mobility sector.

PWO AG, based in Oberkirch, Germany, serves as the Group’s
headquarters and, in addition to its role as an engineering
and development site, also performs management tasks for
the Group. PWO AG also has subsidiaries in 6 countries.

- FINANCIAL REPORT

A 2-member Executive Board manages the Company. A 6-mem-
ber Supervisory Board forms the supervisory body and has
delegated some duties to committees. These tasks are described
in detail in the report of the Supervisory Board.!

The Group has a total of 11 locations worldwide — 2 in China,

1 each in Germany and Canada, and 2 each in Mexico, Serbia
and the Czech Republic. A new location in the U.S. was also
opened in the reporting year.

All Group companies manage their own business and opera-
tions within the framework of the overarching objectives. As
they refinance through the Group rather than on their own, the
Executive Board of PWO AG decides how to allocate the invest-
ments needed for their growth. The business segments — China,
Germany, Canada, Mexico, Serbia, the Czech Republic and

the USA — are defined in line with this internal organizational
structure and comprise the sales markets in which PWO AG
and its subsidiaries operate.

OUR “LOCAL-FOR-LOCAL” PHILOSOPHY

In recent years, governments have increasingly used tariffs
and other trade barriers to assert their economic and political
interests, thus restricting global free trade. Since Donald
Trump took office as President of the United States of America
on January 20, 2025, the use of these instruments has grown,
accelerating this trend.

' The report of the Supervisory Board is not covered by the audit of the financial
statements.

Other information

Our sites follow a “local-for-local” strategy. They buy, manu-
facture and ship goods in their local or regional markets
where possible. The sites in China and Europe are thus hardly
affected by duties and trade barriers between the 3 blocs of
China, Europe and the USA.

Any sites in Canada and Mexico that still sourced purchasing
volumes from the U.S. largely switched to local sourcing in
the reporting year. As a rule, we conclude ex-factory contracts
with our customers. This means we make our product solu-
tions available for collection by the customer at our sites, and
the customer bears all costs and risks for transport, loading
and export customs duties. In the rare instances where we do
take care of customs clearance for our solutions, we pass
these costs on to our customers.

Our sites therefore remain largely shielded from customs
duties and other trade barriers. However, their effects on

the automotive sector and the global economy of course affects
the PWO Group just as they do other industrial companies.

All our solutions are installed in vehicles with different types
of drive. In addition, we are committed to the consistent decar-
bonization of our business processes. As such, we consider
our business model to be powertrain agnostic and sustainable.

We manufacture tailor-made solutions for international
automotive manufacturers and tier 1 suppliers for large series
with unit volumes that sometimes stretch into the millions

and mainly address the following 3 areas of mobility: electrifica-
tion, safety and comfort.
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We make the parts by cold forming different kinds of steel

and, to a lesser extent, aluminum. Above all, we provide light-
weight design solutions, both in lightweight material design
(replacing conventional deep drawing steel with modern high-
strength and ultra-high-strength steel) and in lightweight
structural design (minimizing the amount of material used in a
component) as well as in lightweight system design (optimizing
the use of materials and reducing the number of individual
parts in a component group). Using various joining technologies,
we assemble the individual manufactured components into
systems.

DIGITAL BUSINESS PROCESSES

We have always considered the ongoing digitalization of
business processes based on the latest commercially available
applications to be significant. In recent years, artificial intel-
ligence (AI) — software tools that mimic human skills such as
learning, logical thinking and problem solving — has brought
a new phase of digitalization to daily life. Al-based solutions
have spread quickly, especially in private use.

Al will not alter our manufacturing processes — the cold forming
of sheet metal and the assembly of parts into systems — sub-
stantially, since the laws of physics still apply. However, we are
already using Al-based approaches in selected areas to make
operational and administrative processes more efficient.

OUR BUSINESS UNITS

To coordinate the different product areas, there are 3 business
units in which projects involving our various product solutions
are coordinated and harmonized. The shares of revenue
attributable to these changed in the reporting year as shown

in the following chart:

—> MAGAZINE
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Breakdown of revenue
by business units

= FY 2024: FY 2025:
100% = EUR 555.1 million 100% = EUR 524.7 million
100 41 45
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. Instrument Panel Carriers & Body Components
. Steering & Seat Components

Electronic, Chassis & Airbag Components

The Electronic, Chassis & Airbag Components business unit
bundles a wide range of components for the electrification of
vehicles, including components for fast chargers and electronic
control units. It also includes electric engine housings for safety
and comfort, for example for windshield wipers and window
regulators, as well as for Anti-lock Braking System (ABS) and
Electronic Stability Program (ESP) systems. PWO components
for airbags and vehicle cooling also enhance the safety and
comfort of passengers. Another product line comprises power-
train components for electric vehicles, batteries and fuel cells.
In addition, the Group develops and manufactures various

Other information

components for chassis and suspension systems, in particular
pressure accumulators.

The Steering & Seat Components business unit develops and
makes steering consoles, steering column pipes and metal
structures for vehicle seats.

Within the Instrument Panel Carriers & Body Components busi-
ness unit, instrument panel carriers are an important product
line. The unit also develops and manufactures many different
door components as well as reinforcements and supports for the
vehicle body.

PWO develops components and systems that essentially provide
customized solutions to specific needs or requirements within the
scope of customer projects, with the aim of subsequently receiv-
ing the orders to supply series volumes. Accordingly, the majority
of expenditure on product and process development arises
within the scope of customer projects. Internal work at the Group
and third-party services for this purpose amounted to 2.5% of
revenue in the reporting year (p/y: about 2%); in the reporting
year, as in the prior year, the Group capitalized development costs
of EUR 0.3m. The Group focuses on development rather than
research.

Key external factors that could influence PWQ’s business in the
short term include changes in the overall economic and politi-
cal environment and in the industry-specific economic situation.
These are explained in more detail in the sections “Macroeco-
nomic environment” and “The international automotive industry
environment”. Further details appear in the chapter “Results of
operations” and in the report on risks and opportunities.
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These sections also describe additional external factors and their

effects, including fluctuations in sales volumes and prices or
supply chain risks.

MANAGEMENT SYSTEM

We want our growth to be profitable. At the same time, we want
to maintain a high balance sheet quality, particularly in terms
of net leverage ratio and equity ratio. We rely on a management
system that includes various financial performance indicators.
We consider these indicators in a balanced relationship with
each other, without striving to improve each individual indica-
tor every year.

The Group’s key financial performance indicators are reve-
nue, earnings before interest and taxes (EBIT) before currency
effects, free cash flow, equity ratio, net leverage ratio and capital
expenditure. Definitions of these indicators are presented in

the sections “Results of operations”, “Net assets” and “Financial
position”. For the management of the segments, we focus in
particular on the respective external revenue and EBIT before
currency effects.

We manage medium-term planning using additionally the
financial indicator of new business. This comprises the expected
lifetime volume over the entire term of newly acquired orders,
which we determine on the basis of contractual parameters

for all orders and our own assumptions regarding the develop-
ment of sales volumes. New business is therefore also one of
the most important financial indicators.

We gear our sales strategy toward winning sufficient new
business volume at attractive EBIT margins each year so that it
can replace series production that will expire in the future. Still,
new business can vary considerably from year to year — partly
because customers decide to place orders at different times and
partly because large order volumes are not always awarded

every year in our market segment.

—> MAGAZINE
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Furthermore, in our business there is typically a time lag
between the start of orders and phase-outs, which can lead
to fluctuations in revenue. Smoothing out such fluctuations
through extra orders is almost impossible and also econom-
ically not worthwhile. Furthermore, we cannot offset short-
term fluctuations in revenue caused by market conditions or
customer-specific developments, as the lead times for new
orders often span 1 year or more.

We aim to generate positive free cash flow, raise our equity
ratio and lower our net leverage ratio. But growth often requires
upfront investments before series production starts, while
revenue is realized over the full order period of 8 — 10 years.

In addition, the current transformation process in the mobil-
ity industry requires us to continuously review the positioning
of our locations and, if necessary, allow for higher expenses
or investments at short notice to secure future market success.
Such upfront investments can have a temporary impact

on EBIT before currency effects, free cash flow and balance
sheet ratios.

We also include the following key indicators as the most
significant non-financial indicators in our management
system: Scope 1 & 2 greenhouse gas emissions, training rates
for e-learning courses, supplier audits and work accidents.

With climate change progressing, reducing greenhouse gas
(GHG) emissions is particularly important. We determine our
absolute GHG emissions in accordance with the internationally
recognized Greenhouse Gas Protocol. Compared to the emis-
sions calculated for our base year 2019, we have already been
able to continuously reduce scope 1 & 2 GHG emissions in recent
years. We want to continue on this path and offer our customers
completely CO,-neutral products by 2039. By 2045, we aim to
achieve net-zero emissions across the entire Group.

Other information

To this end, we generally purchase green electricity as defined
by the criteria of Renewable Energy 100 (RE100) — wherever it
is available on the market. At our Mexican and Chinese sites we
use photovoltaic systems. Furthermore, we purchase certifi-
cates recognized by the SBTi.

We aim for 100% participation in the e-learning courses offered
each year within the PWO Group. We are constantly expanding
the content of the training, which covers subjects such as
compliance, human rights, sustainability, IT security and data
security.

Work accidents should be fully prevented. To this end, we reg-
ularly improve our technical and operational safety standards
as well as our guidelines and work instructions for accident
prevention, train our employees and encourage them to care-
fully implement what they have learned. We measure work
accidents using the lost time injury rate (LTIR) — this refers to
the number of work accidents with at least 1 day of lost time
per 1 million productive working hours.

With regard to sustainable procurement, our audits of suppliers in
accordance with the International Automotive Task Force (IATF)
16949 quality management standard include environmental,
social & governance (ESG) criteria. These criteria are applied in
all external audits within the Group.
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Economic report
MACROECONOMIC ENVIRONMENT
In its World Economic Outlook (WEOQ) published in Octo-
ber 2025, the International Monetary Fund (IMF) states that
the rules of the global economy are changing. Details of
new policy steps are slowly becoming clear and are affect-
ing growth prospects. After the United States introduced
higher tariffs in February 2025, later deals and new reviews
eased some of the extremes. However, uncertainty about
the stability and growth of the global economy remains high.
Meanwhile, the world’s economies, institutions and markets
have adjusted to an environment marked by more protection-
ism and division, with weak medium-term growth prospects
and the need to adjust macro policy.

Overall, in October 2025, the IMF expected global growth to slow
from 3.3% in 2024 to an estimated 3.2% in 2025. While this was

an improvement over the July 2025 WEO update, it was cumula-
tively 0.2 percentage points below the forecasts made before the
policy changes in the October 2024 WEQ. The slowdown reflected
the negative effects of uncertainty and protectionism, even
though the tariff shock was less severe than originally feared.

In the USA, growth is expected to slow from 2.8% in 2024 to
2.0% in 2025. This forecast shows a sharp slowdown compared
with 2024 and a total cut of 0.1% points compared with the Octo-
ber 2024 WEO and 0.7% points compared with the January 2025
WEQ update. The main reasons for this are greater political
uncertainty, higher trade barriers and slower growth in both

the labor force and employment.

- FINANCIAL REPORT

Growth in the euro area is expected to pick up slightly from
0.9% in 2024 to 1.2% in 2025. While this is an improvement over
the April and July WEQ, it represents a total cut of 0.4 percent-
age points from the October 2024 WEO. Higher uncertainty on
many fronts and higher tariffs are the main causes of this.

After gross domestic product fell by 0.5% in 2024, Germany is
set to add much to better growth in the euro area in 2025 with
growth of 0.2%, driven mainly by loose fiscal policy in infra-
structure and defense spending.

Because of large bilateral trade tensions between the USA and
China, the IMF adjusted its forecasts for China several times
during 2025, both substantially upward and downward. In its
October projections, it ultimately expects a moderate slowdown
in the growth rate from 5.0% in 2024 to 4.8% in 2025. Compared
to the WEOQ forecast from October 2024, this corresponds to an
increase of 0.3 percentage points.

In its January 2026 update, the IMF has raised its growth
forecasts for key countries and regions. It states that

trade tensions have continued to ease, but emphasizes that
they could increase again from time to time and that the
total momentum is uneven.

Global growth in 2025 is now expected to be 3.3%, with the
USA growing by 2.1%, the euro area by 1.4%, Germany
by 0.2% and China by 5.0%, the same growth rate as in 2024.

Other information

THE INTERNATIONAL AUTOMOTIVE INDUSTRY ENVIRONMENT
According to the assessment of the PWO Group’s Executive
Board, Germany has lost a lot of its competitiveness as

an industrial location since the coronavirus pandemic. This is
especially clear in the German automotive industry, where cost
pressure and excessive bureaucracy are joined by weak domes-
tic demand. Because of the ongoing global crises since 2019
and several years of weak growth in Germany, many consumers
are delaying large purchases such as cars out of concern for
their jobs and incomes. As a result, new registrations were again
low in 2025.

In addition, new burdens arose in the reporting year due to
international trade conflicts. The new U.S. tariff policy and corre-
sponding countermeasures by other countries had a particularly
severe impact on the highly networked international automotive
industry. At the same time, in view of its own weak domestic
consumption, China is increasingly focusing its production on
exports — primarily to Europe, as the U.S. market is largely
blocked by high tariffs. Although the market shares of Chinese
makers are still small, their products are attractive and
competitive.

The total effect of all these developments led to production

in the entire German automotive industry being increasingly
relocated to countries with more favorable conditions in
2025, which reduced capacity utilization at German plants
accordingly.
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In its January 2026 status report on the development of inter-
national automotive markets, the German Association of

the Automotive Industry (VDA) reports that the total number
of new vehicles registered on the European passenger car
market in 2025 was just under 13.3m — a good 2% increase
compared to 2024. However, new registrations remained well
below the level seen before the coronavirus pandemic (-16%
compared to 2019). The 5 largest individual markets performed
differently in 2025: Spain (+13%), the United Kingdom (+4%)
and Germany (+1%) saw more new passenger cars registered
than in the previous year. Italy (-2%) and France (-5%) recorded
further declines in revenue.

In December, registrations of new cars in Europe reached

1.2m vehicles, up 8% from December 2024. The weak base in the
previous year and steady growth in new electric car registrations
drove the rise.

In the USA, light vehicle sales (passenger cars and light duty)
rose to 16.2m light vehicles in 2025 — just under 2% more than in
the previous year. In December, however, revenue fell compared
to the same month last year — for the third month in a row. Most
recently, just under 1.5m vehicles were newly registered. That
was about 2% less than in the previous year. New registrations of
electric light vehicles slumped significantly more than the overall
market (-36%).

The Chinese passenger car market grew to 23.9m new regis-
trations in 2025 — a good 4% more than in 2024. In December,
however, it suffered a sharp fall for the second time in a row.
Passenger car sales fell by double digits, down 13% to a volume
of around 2.3m units. The gradual exhaustion of subsidies

and generally reduced incentives in numerous Chinese prov-
inces had an increasingly noticeable impact.

- FINANCIAL REPORT

In its January 2026 update, the VDA reports that registrations
in Germany totaled 2.86m new cars (+1%) in 2025. However, the
German passenger car market remained well below the level
of the last pre-coronavirus year of 2019. In 2025, around 749,700
fewer new vehicles were registered in Germany than in 2019,
corresponding to a decline of 21%.

Domestic car output in 2025 was slightly above the previous
year’s level at 4.15m cars (+2%), but remained at roughly

the same level for the third year in a row. It remained well below
the pre-crisis level; output in the past year was 11% below the
figure for the last pre-coronavirus year of 2019.

Exports of passenger cars reached 3.17m units in 2025, almost
matching the level of the previous year. However, this was 9%
below the pre-crisis level of 2019.

The pressures currently facing the German automotive industry
are even more evident when looking at employment figures.

On 20 November 2025, the Federal Statistical Office reported that
the automotive industry had seen particularly significant job
losses within German industry. At the end of the third quarter

of 2025, there were 48,700 fewer employees working in the indus-
try than a year earlier, a fall of 6.3%. The percentage fall was
higher than in any other major industrial sector with more than
200,000 employees in Germany.

At 721,400 the number of employees in the automotive industry
reached a low point. The last time fewer people were employed in
this industry was at the end of the second quarter of 2011. Within
the automotive industry, suppliers were hit by more job cuts
than car makers. Suppliers of parts and accessories for motor
vehicles saw an 11.1% drop, with just under 235,400 people
working in this area.

Other information

New registrations/sales of passenger cars in units

Full year vghggg:
2025 (%)

Region

Europe (EU27 + EFTA + UK)' 13,271,300 2.4
Western Europe (EU14 + EFTA + UK)' 11,770,300 1.8
New EU states (EU13)’ 1,501,000 6.8
Germany? 2,857,591 1.4
China® 23,864,000 4.5
USA (light vehicles)* 16,233,400 2.4

" Source: ACEA, cited from VDA status report, Development of international automotive
markets, January 2026.

2 Federal Motor Transport Authority.

3 Source: CPCA, cited from VDA status report, Development of international automotive
markets, January 2026.

“Source: Omdia, ibid.

BUSINESS PERFORMANCE

OVERALL STATEMENT ON THE BUSINESS PERFORMANCE
AND SITUATION OF THE GROUP

From the perspective of the Executive Board, the 2025 fiscal year
was satisfactory for the Group. The development of revenue

and EBIT before currency effects once again confirms the suc-
cess of our international expansion strategy and the robustness
and efficiency of our management processes, which we have
consistently developed and optimized in recent years.

We are particularly pleased with the high level of new business
we were able to secure in the past year, which significantly
exceeded our expectations. Our customers appreciate our inno-
vative strength, global delivery capability, and high-quality,
reliable service, especially given the long-term nature of their
series production runs.
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Based on these success factors, we intend to continue our global
expansion strategy. With free cash flow expected to be positive
again in 2025, a solid equity base and available credit lines, we

believe we are well positioned to accomplish this.

Comparison of forecast to actual business performance

Financial performance indicators

Actual values
2025

Consolidated financial statements

Other information

At the same time, we are integrating ESG aspects more deeply
into our organization and in all our key business processes. In
the future, we will continue to actively pursue this commitment

in order to combine economic success with environmental

and social responsibility.

Latest
forecast 2025

Forecast 2025 according to
the 2024 annual report

Actual figures according to
the 2024 annual report

Revenue EUR 524.7m EUR 500 -510m’ About EUR 530m EUR 555.1m
EUR 23 - 28m (we consider

the upper half of the range to
EBIT before currency effects EUR 26.1m be ambitious)? EUR 23 - 28m EUR 30.0m
Capital expenditure according
to segment report EUR 41.3m - About EUR 40m EUR 46.2m
Free cash flow after interest paid and Positive in the low
received and after taxes paid EUR 9.9m - single-digit EURm range EUR 33.3m
Equity ratio 37.5% - Flat 37.5%
Net leverage ratio (financial liabilities
less cash and cash equivalents in
relation to EBITDA - earnings before
interest, taxes, depreciation and
amortisation) 1.8 years - Less than 2.5 years 1.6 years

Lifetime volume of new business
(series and tool orders)

About EUR 760m

EUR 550 - 600m

About EUR 630m

Non-financial performance indicators

Scope 1 & 2 GHG emissions 5,088t - 6,275 - 7,650t 6,287t
Training rate for e-learning courses 100% - 100% 100%
Supplier audits including ESG criteria 100% - 100% 100%
Work accidents (LTIR) 6.53 - 0 9.53

" Reported on August 8, 2025
2 Reported on November 13, 2025

- FINANCIAL REPORT

The market environment proved to be quite challenging in fiscal
year 2025. This prompted us to refine our forecasts for revenue
and EBIT before currency effects in our half-year financial report
and in our announcements for the 3rd quarter and the 9-month
period. However, at the end of the reporting year, we actually
achieved the original forecasts with which we had started the
2025 fiscal year. A special effect in the Canada segment and the
reversal of warranty provisions in the Germany segment also
contributed to this.

We also met our forecasts for capital expenditure, free cash flow
and balance sheet control figures.

New business significantly exceeded our expectations. In the
strong fourth quarter alone, we landed orders with a total
volume of around EUR 225m.

In terms of non-financial performance indicators, we fell sig-
nificantly below budgeted GHG emissions as we continued
our efforts to decarbonize our business. We achieved 100% of
our targets for training rates and supplier audits.

The number of work accidents fell sharply compared with

the previous year. We are continuing to work intensively

to get as close as possible to our goal of completely eliminating
work accidents every year.

Our plan for profitable growth aims to secure new business that
surpasses the volume of expiring series production. Our fully
powertrain agnostic business model, our global revenue push
and our strong development skills should help us achieve this.
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In addition to securing new series orders, we also raised our
share of deliveries in ongoing series production in the reporting
year. We are also increasingly known for our own solutions for
special applications. Recent examples of this include metal parts
for the active and passive cooling of electrical and electronic
systems.

Development of new business (EURm)

570 890 845 630 760

1,000
845
805
750
725
600

500 535
250

q 35 45 40 30 35
2021 2022 2023 2024 2025

. Lifetime volume of series business

Tools

- FINANCIAL REPORT

In fiscal year 2025, we achieved a lifetime volume of around
EUR 760m, including tool orders related to series production
of around EUR 35m. Once again, we are delighted to welcome
the first projects from various new customers — both auto-
motive manufacturers and suppliers — to our portfolio at
several locations.

By region, a large order for side members in the Czech Republic
segment was particularly notable. Side members are key com-
ponents of the body that run along the long side of a car. They
reduce impact forces and protect passengers in a side-impact
collision by absorbing energy.

In our view, this order for the development and manufacture
of highly complex parts showcases our high level of expertise
in high-strength steels and sophisticated joining solutions.

Another key focus was new business at our sites in Mexico and
Germany, where customers commissioned us to develop and
manufacture a wide range of different product solutions.

We also secured promising volumes in the China and Canada
segments, especially considering the size of those locations. In
China, these include a new generation of housings for steering
columns and seat adjustment, window regulators and head-
lights, and components for electrohydraulic brake boosters.

In Canada, we secured larger volumes for air suspension and
door parts.

Other information

With various projects for the engineering and production site in
Serbia, we are also securing the further growth planned there.

On the product side, customers placed major orders for instru-
ment panel carriers, air suspension, body parts and seat frames
for a variety of vehicle types — for example, with a Chinese
manufacturer for the production in China and Mexico.

Wherever opportunities arise beyond our traditional sales
markets, we seize them with determination. In 2025, for exam-
ple, we secured orders for the development and manufacture

of components that will be installed in trucks and delivery vans.

We plan to start production of the new business booked in the
reporting year mainly in fiscal years 2026 — 2027. However,
some of these orders — mainly smaller ones — already added
to revenue in 2025.

Much of our work involves supplying platforms on which numer-
ous vehicle models with different start and end dates are man-
ufactured. As a result, our orders typically run for 8 — 10 years.
In fiscal year 2025, however, a comparatively larger share of
those projects generate revenue in a shorter time than is normal
for our business. This was due to volume increases for existing
series products and to the acquisition of additional supply shares
as well as extra volumes of newer vehicle models that use identi-
cal parts from existing platforms.

In addition, some larger series production runs at the sites in
the Czech Republic are set to run for 13 years. These cover body
and structural parts for a platform that in the past has already
demonstrated long-term viability.
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To our shareholders

Combined management report for PWO AG

Consolidated financial statements

Income statement

in % in%
Selected information (EURK) 2025 of revenue 2024 of revenue
Revenue'? 524,685 100.0 555,119 100.0
Total operating revenue 527,921 100.6 555,565 100.1
Other operating income 26,539 5.1 14,915 2.7
Cost of materials -304,724 -58.1 -325,973 -58.7
Staff costs -143,125 -27.3 -135,870 -24.5
Other operating expenses -57,077 -10.9 -54,897 -9.9
EBITDA 49,534 9.4 53,740 9.7
Depreciation/amortization -24,919 -4.8 -23,594 -4.3
EBIT before currency effects’ 26,097 5.0 30,043 5.4
Currency effects according to the income statement -1,482 -0.3 103 0.0
EBIT incl. currency effects 24,615 4.7 30,146 5.4
Net income/loss for the period?® 8,003 1.5 12,541 2.3
No. of employees on Dec. 31, incl. temporary employees 3,262 - 3,195 -

' Key performance indicator for the PWO Group
2 Benchmark for percentages

3 The net income/loss for the period is attributable in full to the shareholders of PWO AG.

The Group has no sites in Russia or Ukraine and has no major
direct customer or supplier relationships in those countries.
Still, the Group is affected by the overall economic effects of the
war in Ukraine. Yet no company-specific adjustments are
needed. The armed conflicts in the Middle East — particularly
in Iran — also affect PWO only indirectly through their overall
economic and political impact. In particular, this could disrupt
global supply chains. As a result, increases in purchase prices
cannot be ruled out. However, based on current information,
we do not anticipate any significant economic impact on the

PWO Group as a result of this conflict.

—> MAGAZINE

- FINANCIAL REPORT

One of PWOQ’s key financial performance indicators is

“EBIT before currency effects”, which we use as the basis

for the following notes. This figure is adjusted for currency
effects from transactions. These effects affect other operat-
ing income and expenses and are reported in the notes to the
consolidated financial statements. By contrast, translation
effects arise when the foreign currency financial statements
of our subsidiaries are translated into the Group currency,
the euro, and are not included in EBIT before currency effects.

Other information

We continue to benefit from the strong new business of recent
years and from the ongoing start-up and ramp-up of new
series production. In addition, we billed a higher tool volume in
the reporting year than in the previous year. Of the EUR 30.4m
decrease in revenue in the reporting year compared with the
previous year, EUR 9.3m was attributable to currency effects
and EUR 8.4m to lower material prices. Excluding these factors,
in 2025 revenue fell by only EUR 12.7m, or 2.4%, compared
with 2024.

The cost of materials ratio, which had risen sharply in recent
years, fell. The fall in raw material prices and a shift in the
product mix helped. Energy costs also fell noticeably to EUR 6.3m
(p/y: EUR 7.4m) as prices declined. However, measured in terms
of revenue, energy costs are not a dominant cost factor in our
business, accounting for just over 1% of revenue.

By contrast, the staff cost ratio increased significantly as
wages and salaries do not correspond to revenue development,
but rather tend to rise each year. This is due to union deals and
shortages of skilled workers in many of the countries we work
in. In addition, we hired new employees at our growing sites to
train them for future series production and ramp-ups.

Depreciation/amortization rose due to our investment activi-
ties. We cut other operating costs, excluding currency costs, to
EUR 46.0m (p/y: EUR 49.9m). Higher costs mainly for mainte-
nance and corporate communications — including the relaunch
of our website and company design — were offset by lower legal
and consulting costs and falling costs for temporary workers,
among other things.
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Combined management report for PWO AG

Consolidated financial statements

Overall, we generated EBIT before currency effects of EUR 26.1m
(p/y: EUR 30.0m) and including currency effects of EUR 24.6m
(p/y: EUR 30.1m) in the reporting year. EBIT including currency

Breakdown of revenue by segment

Other information

The tables below show the key data on the development of the
segments. The figures that serve as benchmarks for the Group
are highlighted. Consistent with the presentation of the results,

35 Combined management effects includes effects from the valuation of foreign currency the next section will focus on EBIT before currency effects.
report for PWO AG receivables and liabilities as well as hedging transactions on the . FY 2024: FY 2025:
36 COMBINED MANAGEMENT reporting date. In the reporting period, the reversal of warranty 100 % = EUR 555.1 million 100 % = EUR 524.7million We discuss developments that affected individual locations
REPORT FOR PWO AG provisions amounting to EUR 2.4m in the Germany segment had 100 2 26 more strongly than the Group as a whole in the reporting year.
36 PWO Group principles a positive impact on the Group’s earnings performance. However, we do not reiterate in detail the influencing factors
39 Economic report 75 explained in the “Results of operations” section.
49 Report on risks and opportunities In addition, a positive special effect was recorded in the Canada ;: <1
57 Forecast segment. Customer adjustments to plans resulted in special 21 Head th t
59 Dependency report payments and, at the same time, the devaluation of production 50 9 1" eadcount by segmen
59 Takeover-related disclosures pursuant to facilities already purchased. Overall, the special effect was pos- 37 . FY 2024 FY 2025:
sections 289a and 315a HGB itive, amounting to EUR 8.2m. In the previous year, the special 35 100% = 3,195 100% = 3,262
60 Corporate Governance Statement effect in the Canada segment amounted to EUR 0.8m. We define 25 100 25 26
pursuant to sections 289f and 315d HGB special effects as events that occur only once in the reporting
60 gs:q'fi"a"“ac: Sliatzmem of the period, are not recurring in nature and amount to at least 5% of 75
sectizizyzngfezn;°3u1p5ﬁl_]£5:g;t © EBIT before currency and special effects. Adjusted for special 0 9 7 4 5
61 Business development of PWO AG items, EBIT before currency effects in the reporting year would 2024 2025 21 23
61 Assets, financial position and results have been EUR 17.9m (p/y: EUR 29.2m), which is below the . 50
of operations previous year’s figure. @ czechRepublic @ canada 10 .
63 Forecast for 2026 and reconciliation Serbia Germany 31
of key performance indicators While the expense from the financial result was EUR 8.9m, @ Mexico China 25 27
down from EUR 9.7m in the previous year due to the fall in the ) . .
vaiabetres e (FURIBOR). the 0t was mach bigher o nce P e st v s
at 49.0% compared to the previous year’s figure of 38.6%. The generate any revenue that year. 0 9 9
main drivers were charges from effects from previous years 2024 2025

and from expected future tax rate reductions. In addition, the

negative result of the subsidiary in Serbia does not reduce In line with the internal management of the Group, our sites @ czechRepublic @ Canada
taxes at the Group level. form the basis for segment reporting. The segments are deter- Serbia Germany
mined by the sites of the Group’s assets. The Group’s revenue @ Mexico China

Total net income for the year was EUR 8.0m (p/y: EUR 12.5m).

is split in the same way. Internal revenue between the sites and
segments mainly relates to deliveries of series parts and tools.

The USA segment is not included because the location there was
newly opened shortly before the end of fiscal year 2025 and was run
by employees of an externally contracted company.

—> MAGAZINE - FINANCIAL REPORT
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China segment Germany segment

However, thanks to early action we kept staff costs roughly flat

in % of in % of in % of in%of  Jegpite yearly wage hikes and cut other operating costs. This off-
external external external external . . .
EURK B — 2024 revenue EURK T 2024 revenue Setsome of the fall in revenue on the cost side. Still, the Germany
i = = —— segmentended the year with negative EBIT before currenc
35 Combined management Total revenue 46,173 116.6 54,433 112.5  Total revenue 194,616 106.6 223,905 108.4 ffg ts. The | yld h b 9 higher had it not b y
r rt for PWO Al effects. The loss would have been even higher had it not been
eport fo 0 AG External revenue'? 39,605 100.0 48,398 100.0 External revenue'? 182,646 100.0 206,538 100.0 . s
for the positive effect of the reversal of warranty provisions
2GR SETEE Total operating revenue 46,284 1165 54434 1125  Total operating revenue 196,455 1076 224250 1086  amounting to EUR 2.4m relating to other periods.

REPORT FOR PWO AG

36 PWO Group principles EBIT before currency EBIT before currency

effects’ 5,499 13.9 6,296 13.0 effects' -2,073 =Tof 3,677 1.8 To offset the ongoing pressure on the Germany segment, we

39 Economic report

49 Report on risks and opportunities

57 Forecast

59 Dependency report

59 Takeover-related disclosures pursuant to
sections 289a and 315a HGB

EBIT incl. currency

effects 5,621 14.2 6,325 13.1

EBIT incl. currency
effects -2,910 -1.6 3,497

No. of employees on
Dec 31, incl. temporary
employees 279 - 295

No. of employees on
Dec 31, incl. temporary
employees 882 - 979

' Key performance indicator for the PWO Group and the segment

' Key performance indicator for the PWO Group and the segment

started talks with the PWO works council in the reporting year
to reach a works deal. Shortly after the end of the reporting
period, the parties agreed to a temporary cut in hours and pay.
To avoid lay-offs for operational reasons and keep jobs at the
main plant, the deal gives the company the option to cut hours
by up to 7.63% until December 31, 2026, depending on work-

60 Corporate Governance Statement
pursuant to sections 289f and 315d HGB
60 Non-financial statement of the
Company and the Group pursuant to
sections 289b-e and 315b-c HGB
61 Business development of PWO AG

61 Assets, financial position and results
of operations

2 Benchmark for percentages 2 Benchmark for percentages

load, with a corresponding cut in pay.
Our sites in the China segment experienced strong market The home site of Oberkirch in the Germany segment remains
pressure that some existing customers in this market face, under pressure due to the increasingly tough conditions
which led to a sharp fall in external revenue. However, the effect for industry in Germany. As our customers increasingly shift
on profit was largely limited by steady cost control and strict production from Germany to Eastern Europe, it is also hard

to keep the level of revenue at our German site. Accordingly,

63 Forecast for 2026 and reconciliation
of key performance indicators

efficiency measures.
external revenue fell sharply again in the reporting year.
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Consolidated financial statements

Canada segment

Mexico segment

Other information

Serbia Segment

in % of in % of in % of in % of in % of in % of

external external external external external external
EURk revenue 2024 revenue EURk revenue 2024 revenue EURk revenue 2024 revenue
Total revenue 57,641 101.9 50,533 102.4  Total revenue 110,263 100.0 116,350 100.3  Total revenue 3,591 619.2 3,176 705.8
External revenue'? 56,543 100.0 49,352 100.0 External revenue'? 110,222 100.0 115,961 100.0 External revenue'? 580 100.0 450 100.0
Total operating revenue 57,651 102.0 50,533 102.4  Total operating revenue 111,334 101.0 116,450 100.4  Total operating revenue 3,621 624.3 3,176 705.8
EBIT before currency EBIT before currency EBIT before currency
effects’ 11,931 211 2,107 4.3  effects! 6,722 6.1 10,686 9.2 effects! -5,334 -919.6 -1,872 -416.0
EBIT incl. currency EBIT incl. currency EBIT incl. currency
effects 11,866 21.0 2,272 4.6  effects 6,346 5.8 10,791 9.3 effects -5,357 -923.6 -1,895 -421.1
No. of employees on No. of employees on No. of employees on
Dec 31, incl. temporary Dec 31, incl. temporary Dec 31, incl. temporary
employees 337 - 318 - employees 756 - 685 - employees 147 - 123 -

' Key performance indicator for the PWO Group and the segment
2 Benchmark for percentages

External revenue in the Canada segment rose sharply. Higher
capacity use and the successful end of customer negotiations
drove this rise. This led to extra payments and, at the same time,
a write-down of plants already bought — ultimately yielding a
positive one-off effect of EUR 8.2m. Together with strict cost
control, this lifted EBIT before currency effects compared with

the prior year.

- FINANCIAL REPORT

' Key performance indicator for the PWO Group and the segment
2 Benchmark for percentages

The development of the Mexico segment was significantly
influenced by preparations for the start-up and ramp-up of new
series production, while customer call-offs in ongoing series
were down on the previous year due to market conditions.
Among other things, tools and presses were run in and employ-
ees were trained for the new series production. Overall, various
costs are reducing EBIT before currency effects, before sig-
nificant revenue is generated from the series ramp-ups in the
future. We consider this trend to be temporary. As the new
series ramp up, this trend should reverse.

" Key performance indicator for the PWO Group and the segment
2 Benchmark for percentages

In the reporting year, toolmaking work in the Serbia segment
was slightly above the prior year’s level. At the same time,

we pressed ahead with the building of the new engineering and
production site. Production there started on time at the end of
2025. However, the level of revenue generated was not yet enough
to cover the costs linked to setting up the site.
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Czech Republic Segment

in % of in % of

external external
EURk revenue 2024 revenue
Total revenue 145,148 107.4 144,280 107.5
External revenue'? 135,123 100.0 134,268 100.0
Total operating revenue 145,323 107.5 144,280 107.5
EBIT before currency
effects’ 9.714 7.2 8,972 6.7
EBIT incl. currency
effects 9.411 7.0 8,980 6.7
No. of employees on
Dec 31, incl. temporary
employees 861 - 795 -

' Key performance indicator for the PWO Group and the segment
2 Benchmark for percentages

The ramp-up of new series production and, in particular, higher
tool revenue compensated for the current market weakness

in Europe in the Czech Republic segment. As a result, external
revenue exceeded the previous year’s level. One-time costs

at the start of the reporting year — especially in connection with
2 ongoing orders — first reduced earnings, but the team later
more than offset them through focused efficiency steps. EBIT
before currency effects therefore exceeded the previous

year’s figure in the reporting year.

In fiscal year 2025, total equity and liabilities rose to EUR 442.2m
(p/y: EUR 433.0m). Non-current assets remained on a similar
level to the previous year at EUR 245.9m (p/y: EUR 245.2m).
However, as we continued to expand, the value of our land and
buildings increased significantly. Meanwhile, prepayments
made and assets under construction decreased due to the
capitalization of the building in Serbia. Overall, property, plant
and equipment increased to EUR 202.8m (p/y: EUR 195.4m).

- FINANCIAL REPORT

Large sums went to Serbia and Mexico, then Germany and the
Czech Republic. Details on spending goals can be found in the
“Financial Position” section.

Current assets rose to EUR 196.3m (p/y: EUR 187.9m). This was
mainly due to higher inventories, which rose to EUR 48.8m
(p/y: EUR 40.6m). In contrast, receivables and other assets fell
to EUR 129.2m (p/y: EUR 135.5m). We keep working to lower
the capital tied up in current assets. For example, in the report-
ing year, we signed new factoring deals at our international
sites and raised the volumes of existing deals. At the same time,
we are also continuously improving terms with our suppliers.

Cash and cash equivalents rose to EUR 18.3m (p/y: EUR 11.8m).

On the liabilities side of the balance sheet, non-current financial
liabilities rose mainly because of the EUR 12.5m promissory
note tranche placed in the fourth quarter, among other things

to finance our construction measures at our locations. In return,
we partially repaid current financial liabilities. Total short-
term and non-current financial liabilities therefore just rose

to EUR 108.0m (p/y: EUR 98.9m). Net debt remained stable.

In addition, non-current pension provisions fell sharply to

EUR 41.3m (EUR 46.4m), driven mainly by the rise in the discount
rate and a change to the pension trend. Trade payables also fell
to EUR 63.2m (p/y: EUR 65.7m). The launch of a supply chain
financing program with a EUR 10m line at PWO AG also helped.
The related obligations are reported under other financial
liabilities.

Financial liabilities generally bore interest at rates ranging from
3.00% to 7.13% (current) and from 1.35% to 5.95% (non-current).
The higher interest rates mainly stem from subordinate, local
financing of individual subsidiaries.

To secure liquidity and funding for the Group, we completed
the following funding steps in 2025 in addition to the supply
chain financing program: The Group secured a bilateral loan of
USD 5m at PWO Mexico and placed a promissory note loan in

2 tranches of EUR 12.5m (value date 2025) and EUR 7.5m (value

date 2026) through a private placement.

As of the reporting date, the total amount of undrawn lines,
including cash and cash equivalents, amounted to EUR 108.2m

(p/y: EUR 111.7m).

Development of the equity ratio and net leverage ratio

EuR | 2025

2024
Equity 165,888 162,280
Total equity and liabilities 442,166 433,034
Equity ratio’
= Equity % of total equity and liabilities 37.5 37.5
Non-current financial liabilities 88,605 52,097
Current debt 19,405 46,826
Cash and cash equivalents 18,304 11,777
Net debt 89,707 87,146
EBITDA 49,534 53,740
Net leverage ratio in years/EBITDA' 1.8 1.6

" Key performance indicator for the Group
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Cash flow from operating activities fell to EUR 48.9m (p/y:
EUR 78.0m). In the previous year, this balance was very high
due to the reporting date — mainly because of a big fall in cur-
rent assets and a rise in current liabilities (excluding financial
loans). The latter resulted mainly from higher trade payables.
These effects were partly reversed in the reporting year. The
change in current assets led to a cash outflow of EUR 1.9m in
fiscal year 2025 (p/y: cash inflow of EUR 20.8m). The change
in current liabilities (excluding financial liabilities) produced a
cash inflow of EUR 5.9m (p/y: EUR 16.5m).

Other non-cash expenses/income moved in the opposite direc-
tion. They had a positive impact of EUR 0.7m on cash flow from
operating activities in the reporting year (p/y: EUR -8.1m). This
item comes mainly from the valuation of hedging instruments.

Cash flow from investing activities was EUR -32.3m (p/y:

EUR -36.8m). We explain the capital expenditure in the report-
ing period below. Free cash flow after interest paid and
received and after taxes paid was EUR 9.9m (p/y: EUR 33.3m).

Cash flow from financing activities amounted to EUR -2.2m (p/y:

EUR -27.7m). This includes net borrowings and leasing liabilities

of EUR 10.1m (p/y: net repayments of EUR 14.4m). The sum of

these changes led to a net change in cash and cash equivalents of

EUR 14.5m in the reporting year (p/y: EUR 13.5m).

- FINANCIAL REPORT

Keeping enough cash for the Group is always the focus of our
finance work. We keep a cash buffer above our current payment
duties. At the same time we aim to use current credit lines as
little as possible.

The Group’s solvency was ensured at all times during the
reporting year. Against the backdrop of the promissory note
loan placed in the fourth quarter and the undrawn credit
lines described in the “Net assets” section, we are convinced
that we have taken sufficient precautions to ensure solvency
at all times in the forecast period. For more details on the rules
and goals of cash management, see the notes to the accounts.

Capital expenditure by segment

FY 2025: 100 % = EUR 41.3 million

4 4
USA China
16 16
Czech Germany
Republic
3
Canada
36 21
Serbia Mexico

Other information

As shown in the segment report, EUR 41.3m (p/y: EUR 46.2m)
was invested in the reporting year. The difference to the afore-
mentioned cash flow from investing activities is due to the new
lease financing agreements concluded in the reporting year.
We are growing the Group and are putting money mainly into
land and buildings, in the growth of our production capacity
and in the digitalization of production steps. At the same time,
we manage capital expenditure consciously, limit cash out-
flows and improve balance sheet quality.

In the China segment, capital expenditure of EUR 1.7m (p/y:
EUR 2.1m) went mainly to project-specific assembly lines
and IT infrastructure. Additional funds went to a new trial
press and the expansion of the tool shop.

The Germany segment recorded capital expenditure of
EUR 6.8m (p/y: EUR 7.8m). This sum covered digital proj-
ects with a focus on finance and revenue. In addition, we
invested in presses, welding cells and, in particular, the
automation of assembly lines. We also further strengthened
the performance of our tool shop with a new turning and
milling machining center.

The volume realized in the Canada segment amounted to
EUR 1.3m (p/y: EUR 6.0m). The site is expanding its press
fleet in preparation for the start of new series produc-
tion. Another investment focus was on assembly systems
for new cross member projects and for further orders.



35 Combined management
report for PWO AG

36 COMBINED MANAGEMENT
REPORT FOR PWO AG

36 PWO Group principles

39 Economic report

49 Report on risks and opportunities
57 Forecast

59 Dependency report

59 Takeover-related disclosures pursuant to
sections 289a and 315a HGB

60 Corporate Governance Statement
pursuant to sections 289f and 315d HGB

60 Non-financial statement of the
Company and the Group pursuant to
sections 289b-e and 315b-c HGB

61 Business development of PWO AG

61 Assets, financial position and results

of operations

63 Forecast for 2026 and reconciliation
of key performance indicators

49 Pwo Annual report 2025

—> MAGAZINE

To our shareholders

Combined management report for PWO AG

Consolidated financial statements

In the Mexico segment, the expansion of our locations is con-
tinuing at speed with capital expenditure of EUR 9.0m (p/y:
EUR 8.4m). We substantially enlarged the press area in pro-
duction and expanded our assembly and welding capacities.
Among other things, we strengthened our leading position

in air suspension components with a helium recovery system.
A new forming press is also on the way. It is scheduled to go
into operation in 2026. At the same time, we are further strength-
ening our toolmaking capabilities and, with a new precision
cleaning system, ensuring that we will continue to fully meet
our customers’ increasing requirements for the technical clean-
liness of components (for example, with regard to maximum
particle size or number).

In the reporting year, we once again dedicated significant capital
expenditure of EUR 15.3m (p/y: EUR 14.3m) to the development
of our sites in the Serbia segment. The new engineering and
production site opened on July 3 and production began in the
fourth quarter. We procured 3 forming presses for this purpose.
We also invested in a precision cleaning system, among other
things. Furthermore, we are setting up state-of-the-art IT
infrastructure.

In the Czech Republic segment, capital expenditure was EUR 6.8m
in the reporting year (p/y: EUR 7.7m). In anticipation of further
growth at the sites, we completed a new production and logistics
hall. In addition to project-specific expansion investments,

we are also setting up a new welding and assembly line there,
improving the IT infrastructure and expanding the machine
park in toolmaking.

The capital expenditure of EUR 1.6m in the USA segment, which
we are reporting for the first time in the year under review,
mainly comprised the lease costs for the operating facilities over

the term of the agreement.

- FINANCIAL REPORT

Consolidation effects mainly related to interest expenses for
the financing of the new building in Serbia.

We made important decisions regarding non-financial perfor-
mance indicators in the reporting year, especially for the further
reduction of GHG emissions. In addition to our regular improve-
ments in energy saving and increasing energy efficiency at

all our sites, in 2025 we completely converted our sites in China
to green electricity — a year earlier than originally planned. In
addition to generating electricity via photovoltaics, we use other
instruments recognized by the SBTi, such as green electricity
certificates in accordance with the I-REC standard.

In the reporting year, we also improved, more clearly defined
and fully documented the existing process for recording

our energy use and related scope 1 & 2 GHG emissions as part
of ESG reporting.

The process collects data each quarter and establishes the data
flow and tasks for each step. We use the data to study reduction
options at the main emission sources. We have firmly embedded
the resulting continuous improvement process into our manage-
ment system, which reflects experience from all sites and best
practices. This approach fosters Group-wide sharing of knowledge
and supports the review and roll-out of suitable measures.

We regularly train our staff via e-learning courses and focus on
a risk-based approach. We audit suppliers based on ESG criteria.
As part of our continuous improvement processes, we are
expanding our accident prevention procedures. In the reporting
year the number of work accidents fell sharply, especially at

the Oberkirch site.

Other information

Report on risks and opportunities?
OBJECTIVES AND STRATEGY OF THE RISK MANAGEMENT SYSTEM
AND THE INTERNAL CONTROL SYSTEM
The PWO Group is exposed to a variety of risks associated with
the business activities of PWO AG and its subsidiaries. We
ensure sustainable success and the achievement of corporate
goals by identifying opportunities and risks in equal measure,
assessing them appropriately and managing them effectively.
Our standardized risk management system (RMS) and internal
control system (ICS) contribute to securing our objectives and
are therefore an indispensable part of corporate management.

All risk management activities are derived from the strategy
and objectives. In this context, we pursue a uniform approach
to dealing with opportunities and risks. In doing so, the Group
is guided by the principles of value-oriented management
and takes business risks when, in the opinion of the Executive
Board, the associated earnings opportunities exceed the risks.

STRUCTURE OF THE RISK MANAGEMENT SYSTEM

AND THE INTERNAL CONTROL SYSTEM

The Group’s RMS and ICS are closely linked. PWO is guided by
the 3-line model of the Institute of Internal Auditors (IIA) in order
to ensure an appropriate, integrated control and monitoring
system.

2 The following changes have resulted from the restructuring of the report on risks
and opportunities in the past fiscal year: Starting in fiscal year 2025, we no longer
present opportunities and risks with predominantly short-term and predominantly
medium- and long-term effects separately, but instead address opportunities
and risks as a whole. The focus is on the reporting and forecast period of one year.
In the section “Overall statement on the opportunity and risk situation” we also
address topics that go beyond the reporting and forecast period.



To our shareholders Combined management report for PWO AG Consolidated financial statements Other information

In accordance with the model, the RMS and the ICS are part of encompasses the operational units, the second line comprises
3 lines designed to protect the PWO Group from significant risks. =~ Group Risk Management, and an independent internal audit The first line comprises the operating units in the individual

The tasks are clearly defined. The first line of the 3-line model function makes up the third line. segments. Their task is to ensure internal and external require-
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3-line model of the PWO Group

Supervisory Board/Supervisory Board's Audit Committee

1st line

Operating units, segments
& ICS

Continuous management of
opportunities and risks &
monitoring of risk mitigation
measures by performing
controls

T

Executive Board

T

2nd line

Group Risk Management &
Compliance functions

Definition of standards

and methodology, as well as
support for the first line in
implementation & reporting
to the Executive Board

3rd line

Internal Audit

Performing independent

audit services commissioned by
the Executive Board & acting

as an advisory body for operatio-
nal units
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ments are met. In addition, they carry out controls as part
of the ICS approach, steer operational risk management, and
further develop business processes in their respective units.

Opportunities and risks are identified and assessed in a
decentralized manner in the first line. These are systematically
structured and reported to Group Risk Management as part

of planning and projection cycles. This ensures that opportu-
nities and risks are appropriately incorporated into planning.
Potential opportunities and risks are primarily identified

and assessed. In addition, risk management measures are
controlled, monitored and updated.

The second line comprises Group Risk Management & Com-
pliance functions. They define minimum requirements, set
standards, coordinate cooperation with the first line and moni-
tor the processes to be applied. Their tasks also include report-
ing regularly to the Executive Board and the Supervisory Board.

Group Risk Management works closely with the first line.
This ensures that significant opportunities and risks are
identified and assessed as comprehensively as possible, taking
into account the applicable standards. In addition, Group Risk
Management provides support with data maintenance and
regularly checks the validity of the assessment assumptions.
Furthermore, Group Risk Management serves as the point

of contact for ad hoc risks.
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As the higher authority for operational risk management, Group
Risk Management is responsible for aggregating all opportu-
nities and risks. The results of the risk aggregation are then
incorporated into the risk-bearing capacity calculations, taking
interdependencies into account. Here, various scenarios are
simulated and compared with the risk coverage. Statements on
whether individual or combined risks could jeopardize the
company’s existence are reported regularly to the Executive
Board and the Supervisory Board.

During the fiscal year, certification of the compliance manage-
ment system (CMS) was confirmed in the first surveillance
audit in accordance with IS0 37301:2021, as was the certification
of the anti-corruption management system in accordance with
ISO 37001:2016. Recertification will take place in the fourth
quarter of 2027 at the latest.

As part of the update of the compliance risk analysis, a quali-
tative risk questionnaire was conducted for the first time with
approximately 80 managers using an online tool. This did

not result in a change in the compliance risk assessment. In
addition, both system and process audits were carried out

as part of the internal compliance audit program.

For the expansion of the CMS to PWO SEE d.o.o0. Ca¢ak (Serbia),
we have developed and rolled out Serbian-language e-learning
courses for the annual mandatory training program. All
employees have undergone a tried-and-tested training program
on the PWO Code of Conduct, and are required to declare their
commitment to it.

In the third line, Internal Audit assesses whether business pro-
cesses and governance functions are appropriate and effective
through independent, risk-oriented audits. The overarching

task of Internal Audit is to protect the organization and its assets.

It also creates added value through targeted consulting services

and helps to improve business processes.

- FINANCIAL REPORT

Internal Audit supports the organization in achieving its goals
by using a systematic approach to verify that the RMS and ICS
are effective. In addition, it evaluates management and monitor-
ing processes and helps to improve them. Internal audit assign-
ments are selected based on risk-oriented annual planning.
Information from the Executive Board, the Vice Presidents, the
management of the international locations and Group Risk Man-
agement serve as the foundation of this planning. Resources

are also taken into account for ad hoc audits during the year.

In the reporting year, process-oriented audits were carried out
at the locations in Germany, Mexico and Canada. A newly
introduced follow-up monitoring system was used to monitor
the implementation of measures.

METHODOLOGY AND FURTHER DEVELOPMENT OF THE
RISK MANAGEMENT SYSTEM AND INTERNAL CONTROL SYSTEM

Opportunities and risks can be identified on the basis of corpo-
rate planning. Accordingly, opportunities and risks can lead

to positive or negative deviations from the plan and are there-
fore defined as uncertain events. In addition, there are mixed
risks, which can have both a negative and a positive impact

on corporate planning (e.g., material price developments). All
opportunities, risks and mixed risks are clearly assigned to indi-
vidual owners. The owner evaluates the risks on a quantitative
basis, taking into account the 3-point distribution (best, normal
and worst case) with regard to expected damage (in relation to
EBIT) and expected probability of occurrence. Risks are assessed
on both gross and net basis, as the implemented risk manage-
ment measures are an integral part of our defined approach.

We use Monte Carlo simulations to determine the total risk expo-
sure. The distribution results form the basis for the risk-bearing
capacity calculations. We use a Monte Carlo simulation to map

interdependencies, defining causal links between our risks and

Other information

simulating them using a correlation matrix imported into our
risk management system.

We simulate a wide variety of scenarios and perform defined
stress tests with regard to our risk coverage. A summary

of the results is reported regularly to the Executive Board and
Supervisory Board, particularly during the planning and
forecast cycles.

Once a year, the risk owners assess the strategic and ESG risks
using a qualitative questionnaire. This approach has proven
successful. No serious risks were identified in this regard during
the reporting period.

The methodology of the RMS and the ICS is continuously

being developed and refined. In the past fiscal year, we provided
training courses to enhance the skills of employees who are
actively involved in our RMS. We also established new respon-
sibilities, particularly at our site in Serbia.

In fiscal year 2025, the PWO Group once again addressed the
importance of climate risks and systematically continued the
analysis begun in the previous year. A significant portion of
these results has been incorporated into the updated materiality
analysis.
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Our ICS is constantly being developed. In the reporting year, the
risk control matrices were restructured with the aim of achieving
a more efficient approach and utilization. We also developed a
structured testing concept for the ICS, which will be implemented
across the board at PWO AG in 2026.

The key operating units are involved in the control and risk
management of the accounting process. All measures are based
on established principles, procedures and regulations. Respon-
sibilities are clearly defined and separated from one another

by a clear distribution of tasks and the consistent application of
the dual control principle in order to ensure quality and prevent
errors or manipulation. In addition, the Internal Audit depart-
ment monitors whether the specifications are being complied
with and properly implemented as part of its risk-oriented audit
plan. We pursue the following objectives with the safeguarding
measures:

Ensuring effectiveness and efficiency and protecting
the Group’s assets against loss, misuse or fraud.
Ensuring the accuracy and reliability of internal

and external accounting information.

Complying with all applicable legal regulations, in
particular the compliance of the consolidated financial
statements and the Group management report with
applicable standards and regulatory requirements.

- FINANCIAL REPORT

The accounting-related internal control and risk management
system also helps to identify, assess and prioritize risks at an
early stage that could have a material impact on accounting or
jeopardize the continued existence of the PWO Group. Identified
risks are systematically monitored and appropriate counter-
measures are continuously implemented.

At the consolidation level, we prepare the consolidated finan-
cial statements on a monthly basis in a structured, multi-stage
process to ensure consistency, transparency and accuracy
across all reporting entities. The Group Accounting Manual sets
out binding accounting guidelines for all relevant processes and
ensures that these are applied uniformly and that the require-
ments are met.

All business transactions are first recorded in the operating units
using a group-wide, SAP-based accounting and billing system.
This system ensures standardized processes, facilitates recon-
ciliation and supports a high level of data integrity. Access rights
within this system are clearly defined and monitored to protect
sensitive financial data and ensure effective separation of duties.

As part of the consolidation process, local financial data is aggre-
gated and adjusted at Group level to eliminate intra-Group busi-
ness transactions and align reporting with IFRS requirements.
Specific controls are integrated at all stages of this process, includ-
ing plausibility checks, data validation and management reviews.
The purpose of this is to ensure that the consolidated financial
statements give a true and fair view of the assets, financial posi-
tion and financial performance of the Group.

Other information

The elements described above fulfill the requirements for an
early risk detection system. We regularly assess the risk
situation on the basis of a systematic process. All activities
are secured and documented in accordance with the dual con-
trol principle. Independently of this, the auditor reviews the
implemented procedures and processes on an annual basis.
Within this framework, the documentation is checked on

a random basis for plausibility and appropriateness. In gen-
eral, the auditor assesses the functionality of the early risk
detection and monitoring system integrated into the Group
risk management system in accordance with Section 317 (4)
of the German Commercial Code (HGB).

The Supervisory Board’s Audit Committee is systematically
involved in our risk management and ICS. In particular, it
monitors accounting and the accounting process as well as the
appropriateness, effectiveness and development of the ICS, risk
management and internal audit system.

Internally, our RMS and ICS are regularly subject to audit
activities by the Internal Audit department. The latter system-
atically checks whether these components are appropriate and
effective. Internal audits include checks on internal controls.

As part of the ongoing development of the ICS, potential efficiency
improvements were identified. These have been incorporated

into the existing ICS roadmap and have already been implemented
in some areas in the reporting year.

3 The information contained in this section of the combined management report that
is not related to the management report on the appropriateness and effectiveness
of the internal control system is not part of the audit. The audit covers only the
accounting-related internal control system.
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At the time of reporting, the Executive Board had no indications
in any material respect, taking into account the scope, business
activities and risk situation, that the system as a whole is not
appropriate and effective.

OVERALL STATEMENT ON THE OPPORTUNITY AND RISK SITUATION
Compared to the previous year, the overall operational risk
situation of the PWO Group has deteriorated. We are observing
an increase in risks, particularly at our site in Canada. The
risk situation in the China, Mexico, Serbia and Czech Republic
segments remains at a similar level. As part of our corporate
planning, we identified planning uncertainties that are
influenced by both external and internal factors. In addition,
the continuing high cost pressure at our site in Germany is
having a noticeable impact on the operational development of
our business and is weighing on our earnings. As a result in
Germany, too, risks increased in the reporting year compared
with the previous year.

From a strategic perspective, we also anticipate various chal-
lenges that could have a significant impact on our business
development. With the new production site in the USA, we

are increasing our presence on the North American continent
and thus strengthening our competitiveness. Our local-for-
local approach also helps to reduce the risk of trade policy
dependencies.

In addition, the PWO Group is exposed to various geopolitical risks
that could have a significant impact on its business activities.
Trade conflicts between the USA, China and the EU, particularly in
the area of steel and automotive parts, could lead to further tariffs
and export restrictions. We are not directly affected by this, but

we are experiencing indirect negative effects due to developments
in the automotive industry. In addition, there is a real risk of a
chip crisis, which could be caused by further export restrictions

- FINANCIAL REPORT

imposed by the Chinese government. PWO does not purchase
semiconductors itself, but is dependent on customer demand,
which can be affected by semiconductor shortages.

Industrial policy developments in Germany pose a significant
challenge for our industry. The increasing need for reform in
key areas has a direct impact on competitiveness. In particu-
lar, the current economic framework conditions, such as high
energy prices and rising wage and labor costs, are affecting
operating profitability and slowing down necessary progress.

The slowdown in global automotive demand, caused by macro-
economic uncertainties and a slowing economy in key markets,
could have a negative impact on production capacities and the
order situation. Competition from Asia in particular, which is
offering increasingly competitive and cost-effective solutions, is
presenting our market environment with new challenges.

This may also have an indirect impact on the PWO Group, as
reduced order volumes due to changed competitive conditions
lead to fewer call-offs. Further challenges arise from project
postponements during model launches, which can lead to plan-
ning uncertainties and potential delays in production. Taken
together, these factors could increase pressure on efficiency and
profitability in the coming years.

It is difficult to assess these market-related risks in detail. How-
ever, we consider them to be high and therefore reflect them in
summary form in our corporate planning.

Estimates of future exchange rate developments are not part
of our corporate forecasts. We enter into hedging transac-
tions to avoid currency risks. The aim is to hedge the currency
parities assumed when an order is received and thus the
expected cash flows.

Other information

Long-term contracts form the foundation of our business. New
orders sometimes require lead times of several years. Customers
usually stay with the same supplier during the series lifetime.
On the one hand, this characteristic of our business contributes
to planning security, but on the other hand, it means that short-
term opportunities are limited. With regard to operational plan-
ning for 2026, the risks therefore outweigh the opportunities in
the following presentation. Furthermore, the opportunity and
risk situation is based on the opportunities and risks presented
in the following chapter.

Overall, the Executive Board is convinced that all necessary
measures have been taken to continue to successfully manage
the risks of the PWO Group. Accordingly, from the Executive
Board’s point of view, there are no identifiable risks which,
alone or in combination with other risks, would indicate insuffi-
cient risk-bearing capacity or jeopardize the Group’s continued
existence in the reporting and forecast period.

OPPORTUNITIES AND RISKS

As part of our RMS, we consider all types of opportunities
and risks over various time horizons. Below, we present

the significant opportunities and risks relating to the report-
ing and forecast period of one year. We take risk-reducing
measures (net classification) into account and, as in the pre-
vious year, divide them into the following risk categories:
financial, performance, market, regulatory and other oppor-
tunities and risks. Those opportunities and risks that relate
to our new location in Serbia and were reported separately

in the “Other” category in the previous year have now been
assigned to individual risks and are reported there.
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We first present the classifications in tabular form based on The net expected value of a category is calculated from the total
the summarized net expected values per category and then of the net expected values of the corresponding individual oppor- PRODUCTION
discuss the highest risks per category. If individual segments tunities and risks. Portfolio and correlation effects are not taken The main performance risks in production include start-up risks
35 Combined management have a significant influence on the scope of a subsequent risk, into account. We define the risk significance of the individual for new series production, particularly at our sites in Mexico
report for PWO AG we indicate this in the respective description. The presentation categories in accordance with the following table. and the Czech Republic. These can generally result from a higher
is in descending order according to the net expected value. frequency of machine malfunctions, lower work efficiency and

36 COMBINED MANAGEMENT ;
REPORT FOR PWO AG a higher demand for spare parts.

36 PWO Group principles Definition of risk significance

In general, due to the encouraging high level of new business

39 Economic report Net expected value Net expected value

49 Report on risks and opportunities Description 2025 risk category 2024 risk category in recent years, there is a risk that many high-volume orders will

57 Forecast Low <EURO0.7m <EUR1.1m also be launched within a narrow time frame in fiscal year 2026,

59 Dependency report Moderate > EUR 0.7m < EUR 1.0m > EUR 1.1m < EUR 1.5m which will 51gn1ﬁcan’fly 1n?rease sta?t—up complexity. In some

59 Takeover-related disclosures pursuant to High > EUR 1.0m - EUR 1.5m cases, new technologies will also be introduced that employees at
sections 289a and 315a HGB —_—| = the sites have no experience with yet. We have therefore further

60 Corporate Governance Statement refined our start-up management, and have appointed a global

pursuant to sections 289f and 315d HGB start-up manager.

60 Non-financial statement of the

Overview of risk significance for the risk categories
Company and the Group pursuant to

sections 289b-e and 315b-c HGB Ranking in 2025 Ranking in 2024 In addition, tool breakages can also have a negative impact
61 Business development of PWO AG (1st place = lowest net (1st place = lowest net Risk significance Y-o-y change in on our profitability. We were able to significantly reduce the
61 Assets, financial position and results Risk expected value) expected value) (net expected value) the risk ranking associated tool maintenance costs in the Germany segment in
of operations Performance opportunities 2025 through measures such as technology and spare parts
63 Forecast for 2026 and reconciliation and risks 5 5 Rl L  Unchanged workshops. This risk is no longer a focus.
of key performance indicators Market opportunities
and risks 4 4 Low Unchanged

We also face business interruption risks, which primarily

Regulatory opportunities

: affect the Germany, Czech Republic, Canada and China seg-
and risks 3 3 Low Unchanged

ments. These are mainly due to the technical condition of
Financial opportunities

! the machines and age-related limitations affecting a limited
and risks 2 2 Low Unchanged

number of presses. We are countering this by adjusting
Other opportunities and risks 1 1 Low Unchanged

inventories, optimizing the machine portfolio, and evaluating
internal replacement options. In some areas, we also have
the option of compensating for bottlenecks or failures through
external partners.
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Nevertheless, a residual risk of breakdowns remains. Depending
on the extent of the damage and the duration of the breakdown,
business interruptions may affect the timely delivery of goods to
customers. However, the risk of a complete site breakdown can
be virtually ruled out.

In the past fiscal year, our still young location in the Serbia
segment started production. This is accompanied by process sta-
bilization risks resulting from the level of experience and train-
ing of the employees. Process gaps that still need to be closed can
lead to problems in the initial phase. We are counteracting this
with ongoing training and support services from other locations.

QUALITY, PRODUCT LIABILITY AND RECALLS

The mobility industry has traditionally had very high quality
requirements. However, due to increasing vehicle complexity,
cost pressure and global supply chains, the number of prod-
uct liability risks and risks resulting from product recalls has
been steadily increasing in the mobility industry for years.
This has resulted in higher risk ratings, making it more likely
that one of our sites will be affected by a product recall. Much
higher volumes of new business at the PWO Group in recent
years also contribute to an increase in these risks. Qur sites in
Mexico were particularly affected by this.

We counter these risks with our quality management system,
which has been established for many years and is certified in
accordance with the IATF 16949 standard. This standard includes
fundamental requirements for quality management systems

for series and spare parts production in the mobility industry.

In addition, we are continuously expanding the scope of
testing for our components — particularly as part of various
digitalization projects — and documenting their zero-defect
quality before they leave our premises. We do this firstly

- FINANCIAL REPORT

to ensure that defective components are detected even earlier in
the production process than before. Secondly, we want to achieve
complete traceability of each individual component so that any
defects can be assigned not only at the level of individual batches
but also at the level of containers and in some cases even each
individual component. This enables us to limit the total amount
of damage in the event of a potential recall. Last but not least,

we have taken out insurance policies to cover relevant liability
risks, the scope of which we review and, if necessary, adjust

on a regular basis.

LOGISTICS

External influences give rise to risks relating to dependence on
transport companies, weather conditions and transport routes.
We counter these risks with a local-for-local approach and by
building up safety stocks.

Risks also arise in connection with transport and freight costs
due to internal or external reasons, such as current production
delays or volatile supply chains resulting from changes in

production and delivery schedules or from freight forwarders.

ECONOMY AND SALES VOLUMES

We have already taken market-related risks into account in
our corporate planning. They are therefore weighted less
heavily than performance risks. Nevertheless, risks continue
to exist from additional potential sales volume fluctuations

in the PWO Group’s segments. These fluctuations can subse-
quently give rise to capacity utilization risks that significantly
affect our profitability. Due to the long-term nature of our
business, we can only compensate for reductions in capacity
utilization by making adjustments in our cost base. However,
as a responsible employer and in our economic interest, we
want to retain our highly qualified employees in the Group as

Other information

far as possible during temporary periods of weakness. We have
identified isolated opportunities for additional sales volumes.
However, these are of lesser importance than the risks involved.

In addition to the influence of market-related factors, sales fig-
ures are also affected by economic developments. Furthermore,
for the reasons outlined in the section “Overall statement on

the opportunity and risk situation”, it can be assumed that end
customer demand for motor vehicles will remain subdued. This
is also due to the fact that end customers are showing caution
with regard to the ramp-up of e-mobility in Europe, as the
factors influencing the decision for or against a particular drive
technology are weighed up at length and there is a lack of clear
and sustained political support for this technological change.

Due to high geopolitical risks, we expect continued volatility in
the supply chain. This could affect us both directly and indirectly
through fluctuations in demand that may result from events

that cannot be predicted at this time.

There are also risks in the toolmaking sector that are derived
from economic developments. Toolmaking is used firstly as an
internal service provider for the maintenance of the press shop
and its tools. Secondly, it fulfills external orders to secure capac-
ity utilization and cover its costs. Capacity utilization risks are
to be expected, particularly at our locations in the Czech Republic
and Germany. In general, we are striving to further optimize
operational processes in the toolmaking departments of our
segments in order to be able to reliably accept as many external
orders as possible while at the same time ensuring sufficient
capacity, available on a current basis if necessary, for the inter-
nal maintenance of all machines and equipment, especially
bottleneck machines.
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PURCHASE AND SALES PRICES

Purchase and sales prices are subject to mixed risks that

can have both a negative and a positive impact on corporate
planning. When prices rise, there is a risk that price adjust-
ments cannot be passed on to our customers in line with the
price increases of our suppliers. When prices fall, there is

a risk that customers will demand faster discounts in material
prices than we are able to achieve in procurement. Scrap price
trends are also regularly a factor in customer negotiations.

If negotiations are unsuccessful in light of massive short-term
price increases (e.g., due to volatile energy prices), or permanent
increases in costs (e.g., in human resources), this would have a
negative impact on the PWO Group’s results of operations. Based
on the assumption of rising material prices, the risks outweigh
the opportunities.

There are no risks with regard to energy prices in the current
fiscal year, as early price agreements ensure a high degree of
planning security. These contractual agreements offer stability
and protect against unforeseen price fluctuations.

DEPENDENCE ON SUPPLIERS

The risk of a strategic supplier defaulting due to financial dif-
ficulties remains, and has recently increased due to sluggish
economic performance in Germany as a whole, and in the
automotive industry in particular. Further insolvencies are also
looming in the current fiscal year. We manage this risk by reg-
ularly obtaining credit reports and visiting suppliers and other
partners. If we identify substantial risks, we would establish
targeted business relationships with new suppliers.

- FINANCIAL REPORT

The higher level of economic volatility worldwide is resulting
in increased insolvency risks among suppliers, which may
also occur at short notice rather than at the level seen in the
past. Against this backdrop, it is difficult to identify critical
developments based on credit reports alone. We therefore rely
on very close bilateral coordination, especially with suppliers
whose production is energy-intensive, in order to manage the
risk situation.

LEGAL FRAMEWORK CONDITIONS

AND DATA PROTECTION

The PWO Group operates on 3 continents and in countries with
different tax and political frameworks. This results in extensive
requirements, the complexity of which tends to increase. In par-
ticular, we continue to consider the risks arising from the imple-
mentation of the European General Data Protection Regulation to
be significant. We reduce these risks by training our employees,
appointing internal data protection coordinators, and working
with external experts who have proven experience in the coun-
tries and specialist areas in question.

CURRENCY FLUCTUATIONS AND IMPAIRMENT

In fiscal year 2026, financial opportunities outweigh the risks.
Opportunities on a smaller scale result from currency fluctua-
tions in our Germany and Czech Republic segments. We
currently do not see any risk of impairment losses on non-
current assets. We continuously assess the situation and
react if changes in the market environment occur, planning
targets are not achieved, or earnings prospects deteriorate.

Other information

OTHER PLANNING UNCERTAINTIES

In the area of other opportunities and risks, potential planning
deviations represent a key uncertainty. The positive effects are
considered both more likely and more significant in their impact.
Overall, the opportunities outweigh the risks here as well. The
potential positive effects relate to the PWO Group as a whole and
are spread across all segments.

PERSONNEL

The timely availability of a sufficient number of skilled workers
with the right qualifications continues to pose a risk. Due to the
high level of new business acquired in recent years, the expansion
of new production facilities within the PWO Group, and the result-
ing ramp-up of new series production, there is a continuous need
for qualified skilled workers. Particularly when introducing new
processes, high staff turnover and employee overload can impair
the stabilization of processes. This risk naturally affects the pro-
duction site in Serbia, which is currently ramping up operations,
to a particular extent.

We therefore focus on planning and managing our skilled

labor requirements as early as possible and on a long-term
basis. For example, we run extensive training and qualification
programs for our employees. In addition, we manage risk
within the Group by continuously expanding our broad-based
personnel recruitment and employee retention efforts. Personnel
risks pose a particular challenge for the Germany and Canada
segments. This is due to cost planning, which takes into account
both productivity increases and strategic personnel measures.
The risk is that the planned cost reductions will not be achieved
if efficiency improvements are delayed or do not materialize.
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IT SYSTEMS AND DATA SECURITY

IT structures that make processes available worldwide are now
one of the basic requirements for sustainable corporate suc-
cess. These structures are particularly exposed to risks of data
losses and misuse as a result of systemic vulnerabilities, as well
as data losses due to inaccessible backup systems. The occur-
rence of these risks can cause a wide range of damage, including
temporary interruption of business operations. To minimize
these risks, we ensure sufficient redundancy and continuously
expand our software-based protective measures.

For years, we have also been conducting the consolidation of
all IT services in a private PWO cloud, in which we have imple-
mented a wide range of security systems. The private PWO
cloud gives all employees secure access to their working envi-
ronment. We are also continuously upgrading our certified
information security management system at the Oberkirch site.
The processes and structures established in this context are
implemented in the subsidiaries as required.

In addition, the pace of digitalization in all operational processes
is continuously increasing significantly, the amount of data

to be processed is constantly growing, and the available software
systems are becoming increasingly complex. While this opens
up additional opportunities for productivity gains and quality
assurance, it also increases the demands on the administration
of these systems and the risks of negative consequences in the
event of failed projects.

Our IT resources are geared toward implementing a digitali-
zation strategy, both in terms of personnel and technology,
that enables us to take advantage of the opportunities offered
by modern IT landscapes while minimizing their risks.

- FINANCIAL REPORT

Forecast
EXPECTED GENERAL ECONOMIC AND INDUSTRY DEVELOPMENT
In its January 2026 update of the World Economic Outlook, the
IMF assumes that global growth will remain robust at 3.3% in
2026. At first glance, this development appears stable compared
to 2025 and is the result of diverging forces that balance each
other out. Headwinds from changing trade policies would be
offset by tailwinds from rising capital expenditure in technology,
including artificial intelligence (AI). Added to this would be
fiscal and monetary support, highly accommodating financial
conditions and the adaptability of the private sector.

For the USA, the IMF forecasts economic growth of 2.4% for 2026,
supported by fiscal policy and lower key interest rates, while
the effects of higher trade barriers gradually fade.

The IMF forecasts growth of 1.3% for the euro area in 2026.
This subdued growth rate reflects unresolved structural chal-
lenges. Compared to other regions, the euro area is benefiting
less from the recent technology-driven investment surge. The
ongoing rise in energy prices after Russia’s invasion of Ukraine
also weighs on output. Additional pressure comes from the
real rise of the euro against the currencies of countries that
export similar goods.

In its December 2025 forecast, the Deutsche Bundesbank expects
the economy of Germany to gradually recover in 2026 after many
years of economic stagnation — initially at a modest pace, but
then slowly picking up speed. Growth is set to pick up from the
second quarter of 2026 onwards, driven by state spending and
arise in exports. After calendar effects, real GDP should rise
0.6%, and by 0.9% without calendar effects.

Other information

For China, growth for 2026 has been revised upward by 0.3 per-
centage points to 4.5% compared with the IMF’s October WEO
forecast, reflecting lower effective U.S. tariffs on Chinese goods
as a result of the 1-year trade truce agreed in November 2025
and economic stimulus measures expected to be implemented
over the course of 2 years.

The VDA expects international passenger car markets to

show only modest momentum in 2026: Europe (EU, EFTA, UK)

is likely to grow by 2% to 13.4m vehicles and China by 1% to
24.5m units. While Europe remains at a low level compared with
pre-crisis levels, China is setting a new record high despite the
tough market environment, according to the VDA. A sharp fall is
expected in the USA (-4%; 16m light vehicles). Higher protection-
ism and the related cost rises will not be without effect here.

The VDA does not expect the German passenger car market to
recover significantly in 2026. The association anticipates a mod-
erate increase of 2% to 2.9m new registrations — still around a
fifth less than in the pre-crisis year of 2019. One reason for this is
the overall economic weakness.

The total decline in exports of German producers from their
domestic production sites for 2026 is 1%, or 3.2m vehicles. The
export quota would thus be 77.5%.

Domestic passenger car output is also set to fall 1% to 4.1m units
in 2026. Foreign output by German brands, however, is likely to
rise 1% to 9.2m vehicles.
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DEVELOPMENT OF THE PWO GROUP

Forecast for 2 0 26

Financial performance indicators

Actual results in 2025

Revenue About EUR 500m EUR 524.7m
EBIT before currency effects EUR13-17m EUR 26.1Tm
Capital expenditure according to segment report About EUR 40m EUR 41.3m
Free cash flow after interest paid and received and after taxes paid Positive in the single-digit EURm range EUR 9.9m
Equity ratio About 37% 37.5%
Net leverage ratio (financial liabilities less cash and cash equivalents

in relation to EBITDA) About 2.5 years 1.8 years

Lifetime volume of new business

EUR 550 - 600m About EUR 760m

Non-financial performance indicators

Scope 1 & 2 GHG emissions About 6,000t 5,088t
Training rate for e-learning courses 100% 100%
Supplier audits including ESG criteria 100% 100%
Work accidents (LTIR) 0 6.53

Planning for 2026 continues to be based on detailed, individual
estimates of current series production volumes, as well as
upcoming start-ups, ramp-ups, and phase-outs at individual
sites.

We expect the weak trend in the global automotive industry

in fiscal year 2026 to cause lower customer call-offs, which will
affect the growth of the Group’s revenue and EBIT before cur-
rency effects. This applies in particular to the German market
and the Germany segment. Its development is therefore likely
to have a significant negative impact on the Group’s revenue

and, above all, EBIT once again.
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New and ramping up series production at our international loca-
tions will partly offset this trend but will not fully compensate for
it. We therefore expect revenue of around EUR 500m for the 2026
fiscal year. EBIT before currency effects is expected to be in the
range of EUR 13 — 17 million. The decline is also attributable to
the elimination of the one-time effect described above in the
Canada segment and the reversal of provisions in the Germany
segment.

In the China segment, we expect external revenue of

EUR 40 — EUR 42 million based on the planned series pro-
duction and start-ups in 2026. EBIT before currency
effects could decline to EUR 2m to EUR 3m as a result of
the high level of competition in this market.

Other information

Because of the tough market in Germany, external revenue in the
Germany segment will fall from the level in the reporting year

to around EUR 165m in 2026. When we look at the special risks,
we expect EBIT before currency effects of EUR -10m to EUR -9m.

In the Canada segment, customers will no longer make the
special payments in 2025. This will affect revenue development
and EBIT before currency effects. We expect external revenue
of around EUR 52m for this segment and are aiming for EBIT
before currency effects of around EUR 5m.

Due to weak markets, external revenue in the Mexico segment
may fall to around EUR 100m. However, as the start-up costs for
2025 will no longer apply and further efficiency improvements
will be implemented, we are still aiming for an EBIT before
currency effects that is in line with the levels seen in 2023 and
2024, that is EUR 9m to EUR 10m.

In the Serbia segment, we want to achieve external revenue
of just over EUR 1m.

EBIT before currency effects is expected to range from EUR -4m
to EUR -3m.

In the Czech Republic segment, start-up and ramp-up of series
production should contribute to an increase in external revenue
to EUR 140m to EUR 145m, and EBIT before currency effects
should rise to around EUR 11m.

At the newly opened site in the USA segment, we do not expect
significant external revenue in the first year of operation. We are
aiming for break-even EBIT before currency effects.



35 Combined management

report for PWO AG

36 COMBINED MANAGEMENT
REPORT FOR PWO AG

36
39
49
57
59
59

60

60

PWO Group principles

Economic report

Report on risks and opportunities
Forecast

Dependency report

Takeover-related disclosures pursuant to
sections 289a and 315a HGB

Corporate Governance Statement
pursuant to sections 289f and 315d HGB
Non-financial statement of the

Company and the Group pursuant to
sections 289b-e and 315b-c HGB

61 Business development of PWO AG

61

63

59 PWO Annual report 2025

Assets, financial position and results
of operations

Forecast for 2026 and reconciliation
of key performance indicators

—> MAGAZINE

To our shareholders

Combined management report for PWO AG

Consolidated financial statements

To secure the ramp-up and start-up of new series production
planned for the coming years and to establish our production
site in Serbia, we intend to invest — including lease financ-

ing — around EUR 40m in the Group in fiscal year 2026, a similar
amount to that invested in the reporting year.

Of this, around EUR 9m is earmarked for growth in each

the Mexico and Czech Republic segments and around EUR 6m
for the Serbia segment. Around EUR 8m is to be invested in
the Germany segment — the Group’s largest site in Oberkirch.
Smaller sums are set for Canada (around EUR 5m), China
(around EUR 2m) and the USA (around EUR 1m).

Against the backdrop of the forecast decline in EBIT before cur-
rency effects and continued high levels of capital expenditure,
we expect a slight decline in the equity ratio to around 37%

and an increase in the net leverage ratio to around 2.5 years.
Nevertheless, we aim to achieve a positive free cash flow in

the single-digit EURm range through careful balance sheet
management.

In the reporting year, we once again achieved a high volume
of new business at around EUR 760m. We were thus able

to significantly exceed the forecast for new business in 2025
published at the beginning of the year.

The forecast for new business in 2026 is below the volume
for 2025. There are 2 main reasons for this: First, we want to
move the many new launches planned for the coming years

- FINANCIAL REPORT

to series production in a safe and cost-efficient way. Second,
we want to continue to manage our capital expenditure flexibly
and cautiously in the future. We will regularly review our
growth plan for the coming years and, if needed, adjust it to
further global political and economic trends.

In recent years, we have cut our scope 1 & 2 GHG emissions — faster
than we had planned. In fiscal year 2025, our emissions were
around 75% below the 2019 baseline. We will keep working on this
goal and have already prepared further steps, which still need to
be carried out. However, we expect emissions to rise temporarily
in 2026, mainly because our international sites are set to keep
growing. Given the already high share of green electricity in

the Group, this rise will come mainly from higher scope 1 GHG
emissions. This includes, in particular, company vehicles and
operational processes that have not yet been electrified and still
use gas as an energy source, for example.

In the future, the Group will continue to conduct its range of
e-learning courses to build knowledge and skills. We plan to
continue performing 100% of supplier checks, also document-
ing ESG criteria. We will also act fast on all opportunities to
prevent work accidents and safeguard the health of our work-
force. Our goal remains the same: we aim to reach zero work
accidents each year.

The Executive Board believes that the PWO Group is well posi-
tioned for the future. Our continued success in new business,
which was demonstrated once again in fiscal year 2025, our

Other information

local-for-local philosophy, our solid financial resources and
our continuously refined control mechanisms are key corner-
stones of our success. Even in a tough market, we continue

to strengthen our market position. Our powertrain agnostic
and sustainable business model and the steady rollout of

our decarbonization plan should help in this regard.

However, the general conditions in Germany as an industrial
location are increasingly becoming a significant challenge,

not only for the Germany segment but for the Group as a whole.
With the works agreement concluded after the end of the
reporting period on a temporary reduction in working hours and
pay, we have taken a significant step toward counteracting these
challenges. We will continue to pursue this path consistently.

Dependency report
The Company received appropriate consideration for every
transaction listed in the report on related parties, based on the
facts known at the time of the transaction.

Takeover-related disclosures pursuant to
sections 289a and 315a HGB
The information required under sections 289a and 315a HGB
is presented and explained below.

The share capital of PWO AG amounts to EUR 9,375,000.00. It

is divided into 3,125,000 no-par value bearer shares. These
shares carry identical rights and each grant 1 vote at the Annual
General Meeting. The German Stock Corporation Act (AktG) sets
out the rights and obligations related to the holding of shares.
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Voting rights and share transfer are unrestricted. The Executive
Board also confirms that, to its knowledge, shareholders have
not entered into relevant agreements. Employees who do not
exercise control rights directly do not hold shares.

Consult Invest Beteiligungsberatungs-GmbH, Boblingen, Germany,
has notified us of a shareholding of more than 10% of the voting
rights in PWO AG. As of December 31, 2025, it held 46.88% of the
voting rights and was thus the majority shareholder.

Sections 84 and 85 of the German Stock Corporation Act
(AKtG) — in conjunction with section 6 (1) of the Articles of
Association of PWO AG — govern the appointment and
dismissal of members of the Executive Board.

Any change to the Articles of Association requires a resolution
by the Annual General Meeting in line with section 179 (1)

and section 119 (1) No. 6 of the German Stock Corporation Act
(AKtG). Different from section 179 (2) No. 1 AktG section 15

of the Articles of Association of PWO AG states that the Annual
General Meeting passes resolutions by a simple majority of
votes cast, and — where a capital majority is needed — by a
simple capital majority, unless stipulated otherwise by legal
or constitutional rule. In addition, the Supervisory Board is
authorized to adopt amendments to the Articles of Association

that only affect their wording.
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The Executive Board is authorized, with the approval of the
Supervisory Board, to increase the share capital of PWO AG

by up to a total of EUR 4,687,500.00 on 1 or more occasions until
June 2, 2030 (inclusive) by issuing new no-par value bearer
shares in return for cash and/or non-cash contributions (Autho-
rized Capital 2025). The Company generally grants shareholders
subscription rights. The details of the authorization appear in
the resolution of the Annual General Meeting of June 3, 2025.

In the event of a change of control resulting from a takeover
bid, the Company has made no further agreements beyond the
usual special termination rights contained in loan agreements
and contracts with customers. There are also no compensation
agreements with the Executive Board or employees.

Corporate Governance Statement pursuant to
sections 289f and 315d HGB
The corporate governance statement for the Company and the
Group appears on the PWO website at WWW.pwo-group.com/
en/pwo-group/corporate-governance. The information in the

corporate governance statement has not been audited.

Non-financial statement of the Company and the
Group pursuant to sections 289b-e and 315b-c HGB
The non-financial statement of the company and the Group
appears as a separate non-financial (Group) report on the
PWO AG website at
corporate-governance. The information in the non-financial

WWW.pWo-group.com/en/pwo-group/

(Group) report has not been audited.
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PWO AG is based in Oberkirch, Baden-Wiirttemberg. It is the
Group’s headquarters and its largest production site. It also moni-
tors the Group’s international locations for risk control, especially
in the areas of finance, controlling and legal affairs. However, the
international locations are generally responsible for their own
operational management. PWO AG prepares its annual financial
statements in line with the German Commercial Code (HGB).

The key statements in the combined management report, espe-
cially those on the market, strategy and management, including
the most important financial and non-financial performance
indicators as well as the chances and risks of business activities,
also apply to PWO AG.

However, compared to the Group, it faces currency risks to a
lesser and financing risks to a greater extent. The risk of value
adjustments particularly affects its financial assets. In addition,
we assess the market trend in Germany to be sustainably
weaker than in many of the Group’s international markets.

With regard to the most significant financial performance
indicators, only external revenue and EBIT before currency
translation, both in accordance with IFRS, are relevant for
the management of PWO AG. Scope 1 & 2 GHG emissions are
primarily classified as the most significant performance
indicator for the Group as a whole.

PWO AG is significantly impacted by the unfavorable conditions
in Germany as an industrial location. The shift of production to
Eastern Europe by our customers accelerated significantly once
again in the reporting year. This makes it increasingly difficult
to maintain the revenue volume of the location. As a result,
external revenue according to IFRS remained below the previ-
ous year’s figure of EUR 206.5m at EUR 182.6m in the reporting
year and also below expectations of around EUR 195m. EBIT
before currency effects in accordance with [IFRS amounted to

- FINANCIAL REPORT

EUR -2.1m (previous year: EUR 3.7m) and thus did not reach the

expected value of just above break-even. For further details on
this development, please refer to the comments on the Germany
segment in the “Segments” section.

As of the reporting date, the number of employees at PWO AG,

including temporary employees, was 882 (p/y: 979), which was
lower than in the previous year. This includes 19 (p/y: 18) people

who are currently completing training with us. We set the

number of training places based on future need for young talent.

Assets, financial position and results of operations

Income statement according to HGB

Other information

in% in%
Selected information (EURK) 2025 of revenue 2024 of revenue
Revenue' 212,464 100.0 235,812 100.0
Total operating revenue 210,453 99.1 233,924 99.2
Other operating income 10,864 5.1 9,249 3.9
Cost of materials -112,830 -53.1 -126,733 -53.7
Staff costs -69,294 -32.6 -67,466 -28.6
Depreciation/amortization -6,596 -3.1 -7,310 -3.1
Other operating expenses -32,846 -15.5 -36,477 -15.5
Financial result 7,970 3.8 3,396 1.4
Result from business activities 7,721 3.6 8,583 3.6
Net income 6,474 3.0 5,951 2.5

" Benchmark for percentages

In the reporting year, PWO AG’s revenue was significantly below
the previous year’s level due to market weakness in Germany. In
addition to currency gains, which were offset by matching costs
of a similar size, other operating income in the reporting year
was notably affected by income from other accounting periods
of EUR 7.4m (p/y: EUR 6.4m) from the reversal of provisions.

Of this amount, EUR 2.4m related to warranty provisions and
EUR 2.5m to provisions for anticipated losses.

The cost of materials fell to EUR 112.8m (p/y: EUR 126.7m),
mainly driven by lower revenue. Staff costs rose slightly com-
pared with the previous year, mainly due to wage adjustments.

Depreciation and amortization fell further in absolute terms than
in the prior year because of our restrained investment activity
in recent years. Other operating expenses also fell to EUR 32.8m
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(p/y: EUR 36.5m), mainly due to lower costs for temporary
employees at PWO AG.

The financial result included dividend payments from affiliated
companies amounting to EUR 10.1m (p/y: EUR 5.2m), income
from loans to affiliated companies of EUR 4.7m (p/y: EUR 4.1m)
and other interest and similar income of EUR 1.1m (p/y:

EUR 2.9m).

Furthermore, an impairment of EUR 1.9m on the carrying
amount of the investment in PWO High-Tech Metal Compo-
nents (Suzhou) Co., Ltd., Suzhou, China, affected the financial
result. This was mainly due to the high level of competition in
the Chinese market and the resulting strain on our operating
business. In the previous year, the Company wrote down the car-
rying amount of its investment in PWO Canada Inc., Kitchener,
Canada, by EUR 1.9m.

Interest expenses fell to EUR 6.0m (p/y: EUR 6.9m) due to lower
rates despite higher debt. We also used the refinancing tools
in a different way than in the prior year.

In total, the result from operating activities amounted to
EUR 7.7m (p/y: EUR 8.6m). Taxes on income amounted

to EUR 1.0m (p/y: EUR 2.4m). The tax expense in the previ-
ous year was largely due to the use of deferred tax assets.
This effect did not occur in the reporting year. Current taxes
are higher than in the prior period due to aperiodic effects
and withholding taxes incurred. The total net income for
the reporting year amounted to EUR 6.5m (p/y: EUR 6.0m).

Total assets rose to EUR 303.0m in the reporting year (p/y:
EUR 293.2m). Fixed assets rose on balance, mainly due
to the rise in financial assets. The higher shares in affiliated
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companies reflect in particular the establishment of our new
engineering and production site in Serbia and a capital contri-
bution for the new site in the USA. Loans to affiliate firms also
rose, firstly, for the site in Serbia. Secondly, at some sites,
current receivables from affiliates became non-current loans.
The write-down of the carrying amount of the investment in
the subsidiary in China had a counteracting effect.

On the contrary, current assets fell. Along with the decline in
receivables from affiliated companies, inventories dropped
because of lower revenue.

After the dividend payout to PWO AG shareholders in
2025, equity stood at EUR 121.5m (p/y: EUR 120.5m) and the
equity ratio at 40.1% (p/y: 41.1%).

The decline in pension provisions mainly reflected an adjust-
ment to the pension trend and a higher discount rate. Other
provisions also fell versus the previous year, mainly due to
lower provisions for contingent losses and warranties.

In addition, on the liabilities side of the balance sheet, liabili-
ties to banks were primarily higher than in the previous year,
while trade payables declined. The lower revenue contributed
to this. We also set up a supply chain financing program in
the past fiscal year. The latter also contributed significantly to
the rise in other financial liabilities in the reporting year.

In fiscal year 2025, PWO AG generated cash flow from operating
activities of EUR 8.1m (p/y: EUR 14.3m). The decline compared
to the previous year is mainly attributable to a lower operating
result and changes in working capital.

Other information

Cash flow from investing activities amounted to EUR -6.8m
(p/y: EUR -7.8m) and is related, among other things, to capital
expenditure on the digitalization of PWO AG.

Cash flow from financing activities amounted to EUR 12.6m in
fiscal year 2025 (p/y: EUR -8.0m). This includes, in particular, the
cash inflow from the placement of a promissory note loan in the
amount of EUR 12.5m. This was offset by the dividend payment
of EUR 5.5m made in the fiscal year, which led to a cash outflow.

Overall, the revenue trend in 2025 shows that the Company

must act to secure capacity use and thus future profit. This need
is essential because earnings still rely heavily on income from
affiliated companies, which boosts the financial result. In partic-
ular, the aforementioned dividend payments from affiliated
companies in the amount of EUR 10.1m (p/y: EUR 5.2m) cannot
be regarded as recurring on a regular basis in the future.

We therefore welcome the fact that, shortly after the end of

the reporting period, we succeeded in concluding a works
agreement with the works council of PWO AG on a temporary
reduction in working hours and remuneration. To avoid lay-offs
for operational reasons and protect jobs at the main plant, the
deal includes, among other things, the option to cut hours by up
to 7.63% until December 31, 2026, depending on workload, with a
matching cut in base pay.
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Consolidated financial statements Other information

Forecast for 2026 and reconciliation

of key performance indicators
For fiscal year 2026, we expect external revenue in the Germany
segment to decline further to around EUR 165m in accordance
with IFRS. This will have a negative impact on earnings. There-
fore, taking into account the particular risks due to the pro-
nounced market weakness in Germany, we expect EBIT before
currency effects in accordance with IFRS to be between EUR -10m
and EUR -9m. For further details on this forecast, please refer to
the comments on the Germany segment in the section “Forecast”.

The reconciliation of the key figures from HGB accounting
to IFRS accounting is as follows:

Reconciliation of key performance indicators

EURk 2024
Revenue according to HGB 212,464 235,812
Reconciliation -17,848 -11,907
Total revenue according to IFRS 194,616 223,905
External revenue according to IFRS 182,646 206,538
Earnings before taxes according to HGB 7,721 8,583
Financial result -7,970 -3,396
Currency effects 807 101
EBIT before currency effects according to HGB 558 5,288
Reconciliation -2,631 -1,611
EBIT before currency effects according to IFRS -2,073 3,677
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The differences in the reconciliation of revenue under HGB and
IFRS are mainly due to the different accounting rules for revenue
recognition and internal revenue. The reconciliation differences
in connection with EBIT before currency effects are due not only
to the differing accounting rules for revenue recognition but also,
in particular, to the different rules for accounting for pension
provisions, fixed assets and existing leases.

Oberkirch, March 19, 2026

The Executive Board
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Carlo Lazzarini Jochen Lischer
Chairman/CEO CFO



