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TOO1
2019 2018 Change in %
Order situation
Order book (Dec 31) EUR million 358.3 379.2 -b5
Income statement
Revenue EUR million 1,100.1 1,084.1 1.5
Adjusted gross profit 2 EUR million 630.6 626.6 0.6
Adjusted EBITA?2 EUR million 144.8 173.2 -16.4
Adjusted EBITA margin 2 % 13.2 16.0 nfa
EBITA EUR million 127.9 164.8 -224
EBITA margin EUR million 11.6 15.2 nfa
Adjusted profit for the period 2 EUR million 87.8 114.8 -235
Adjusted earnings per share 2 EUR 2.76 361 -236
Profit for the period EUR million 58.4 91.8 -36.3
Earnings per share EUR 1.83 2.88 -36.5
NORMA Value Added (NOVA) EUR million 17.3 60.8 -715
Return on Capital Employed (ROCE) % 134 17.5 nfa
Cash flow
Cash flow from operating activities EUR million 137.1 130.8 4.8
Cash flow from investing activities EUR million -57.6 -129.5 -55.5
Cash flow from financing activities EUR million -92.7 313 nfa
Net operating cash flow EUR million 122.9 124.4 -1.2
Dec 31, 2019 Dec 31, 2018 Change in %
Balance sheet
Total assets EUR million 1,514.3 1,471.7 29
Equity EUR million 629.5 602.4 4.5
Equity ratio % 41.6 40.9 n/a
Net debt EUR million 420.8 400.3 5.1
Employees
Core workforce 6,523 6,901 -5.5
Share data
IPO April 2011
Stock exchange & market segment Frankfurt Stock Exchange, Regulated Market (Prime Standard), SDAX
ISIN DEOOOA1H8BV3
Security identification number/ Ticker symbol A1H8BV/NOE|
Highest price / Lowest price 2019 3 EUR 49.26/26.36
Year-end share price as of Dec 31, 20193 EUR 38.00
Market capitalization as of Dec 31, 20193 EUR million 1,211
Number of shares 31,862,400

1_Including the effects of the first-time application of IFRS 16.
2_The adjustments are described in the Notes to the Consolidated Financial Statements. —> NOTES, P. 148

3_Xetra price.
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NORMA Group

NORMA Group is an international market and technology leader
in Engineered Joining Technology (joining, connecting and fluid
handling technology) and offers more than 40,000 high-quality
products and solutions to around 10,000 customers in more than
100 countries. NORMA Group’s joining products are used in
various industries and can be found in vehicles, ships, trains,
aircraft, domestic appliances, engines and plumbing systems as
well as in applications for the pharmaceutical and biotechnology
industry. From its headquarters in Maintal near Frankfurt,
Germany, the Company coordinates a global network consisting
of 29 production facilities as well as numerous sales and
distribution sites across Europe, the Americas, and Asia Pacific.

3 TO OUR SHAREHOLDERS
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Two strong distri-

5 CONSOLIDATED FINANCIAL STATEMENTS

bution channels

61%

EJT

39%

6 FURTHER INFORMATION

Engineered Joining Technology (EJT)

The business area of EJT focuses on customized, engineered
solutions which meet the specific requirements of original equip-
ment manufacturers (OEM). For these customers, NORMA Group
develops innovative, value-adding solutions for a wide range of
application areas and various industries in the area of mobility
and new energy. No matter whether it's a single component, a
multi-component unit or a complex system, all products are indi-
vidually tailored to the exact requirements of the industrial cus-
tomers while simultaneously guaranteeing the highest quality
standards, efficiency and assembly safety. NORMA Group's EJT
products are built on the Company’s extensive engineering exper-
tise and proven leadership in this field.

Distribution Services (DS)

In the area of DS, NORMA Group sells a wide range of high-
quality, standardized joining technology products for various
applications through different distribution channels. Among its
customers are distributors, OEM aftermarket customers, technical
wholesalers and hardware stores. In the DS business areq,
NORMA Group benefits not only from its extensive geographic
presence and global manufacturing, distribution and sales
capacities, but also from its well-known brands, its customized
packaging and the high availability of its products at the point of
sale. NORMA Group markets its joining technology products under
its well-known brand names:

/ABR\ @NDS *t+FiveStar raindrip ;=
@sreeze  NORMA

©clamp-Al RG.RAY: GeMi @ Torca
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MARKET LEADER IN CONNECTING AND
FLUID HANDLING TECHNOLOGY FOR
EXISTING AND FUTURE MARKETS

Overall
objectives

SELECTIVE VALUE-ADDING
AL ACQUISITIONS TO SUPPLEMENT Suaieafe
SEOVERS ORGANIC GROWTH

measures
to achieve
objectives

INCREASE OF MARKET
SHARE THROUGH FURTHER
LOCALIZATION

SUSTAINABLE ACTIONS
IN ALL BUSINESS AREAS

STRONG PERFORMANCE
AND CONTINUOUS
EFFICIENCY IMPROVEMENTS

NEW PRODUCT DEVELOPMENTS
FOR STRONG FUTURE MARKETS

HIGHEST
QUALITY REQUIREMENTS
AND STRONG
BRAND IMAGE

CLIMATE CHANGE AND SCARCITY OF RESOURCES
ARE GLOBAL MEGATRENDS WHICH FORM THE BASIS FOR
NORMA GROUP’S BUSINESS MODEL

NORMA Group SE - Annual Report 2019
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The market environment in which NORMA Group operates is
undergoing radical change. We recognized this early on and
subsequently began to adapt to the changed conditions.
Every change is driven by a multitude of different factors,
which in turn have a profound impact on patterns of action
and decision-making.

On the following pages, you will learn what significance the
changed framework conditions have for NORMA Group. We
present an overview of the main drivers and factors behind the
developments in fiscal year 2019 in a significantly changing
environment. “Times are changing” — we have the answers to
the questions of our time.

A NORMA Group SE - Annual Report 2019 6



1 INTRODUCTION 2 TIMES ARE CHANGING

3 TO OUR SHAREHOLDERS 4 CONSOLIDATED MANAGEMENT REPORT

8 Questions

Q01 __

The 2019 Annual Report
is entitled “Times are
changing.” What does
this mean?

PAGE 8

Q05 __
What were the positive

developments in fiscal
year 2019?

PAGE 16

Q02
Which developments

affected NORMA Group’s
business in 2019?

PAGE 10

Q06
How will the key markets

for NORMA Group develop
in 2020?

PAGE 18

03 __

How can NORMA Group
increase its profitability?

PAGE 12

Q07
What growth areas does

NORMA Group see in the
coming years?

PAGE 20
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Q04 __

What does the new
“Get on Track” change
program include?

PAGE 14

08 __

How does
NORMA Group
ensure its ability
to innovate?

PAGE 22
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Markets and
technologies are
changing - and
NORMA Group
Is right In the
middle of it.
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The title of our 2019 Annual Report describes the current situation
very appropriately: We are experiencing challenging times —times
of change. Looking back on 2019, we can conclude that change
is ever-present. This is exemplified by how the automotive industry
is developing. The industry is experiencing profound technological
upheaval. Electromobility, including hybrid drives, and autonomous
driving are the key factors here.

Atthe same time, we are repeatedly confronted with geopolitical
issues such as the never-ending discussion about Brexit and the
trade disputes between the two superpowers US and China. This
difficult and changing market environment presents us with
additional challenges. We started to tackle the hurdles early on
and are responding consistently to the changing conditions. For
example, we announced our rightsizing program in February 2019

5 CONSOLIDATED FINANCIAL STATEMENTS

6 FURTHER INFORMATION

- TIHMES

ARE_

ClHIANGING

and began optimizing our production landscape and organizational
structures, which had grown rapidly in recent years, and we are
harmonizing our processes and systems worldwide. We also
started to align our business model even more closely with the
requirements of our strategic growth fields — water management
and electromobility.

We see an opportunity for NORMA Group in this changing
environment. We want to seize the opportunity and open our
eyes to the essentials. For this reason, we are systematically
analyzing how current developments affect us and are making
adjustments where necessary. We are adapting to the new
framework conditions, becoming more agile, more structured and
even more efficient in terms of our processes. In doing so, we are
clearly relying on our strengths: As an expert on joining technology,
we are further expanding our position as one of the market leaders
in the area of engineered and standardized joining technology
(connecting, fastening and fluid handling technology) for current
and future markets.

NORMA Group SE - Annual Report 2019 9
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N

The US market for passen-
ger vehicles and trucks
collapsed significantly in
fiscal year 2019.

We have clearly
felt the market
weaknesses and
changes.
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The continued weakness of the global automotive market played
amajor role in our difficult fiscal year 2019. Technological upheav-
als, geopolitical risks and the global impact of the trade dispute
between the US and China and related sanctions have severely
impacted the global automotive industry. The reluctance to invest
that this has caused was reflected in significant market weakness,
especially in the EMEA and Asia-Pacific regions and China and
India, in particular. Demand from important customer segments
dropped, and business continued to decline. In addition, the US
market, among others, has experienced a sharp decline.

Against this backdrop, we realized that we would not be able to
achieve the targets we had set for ourselves at the beginning of
2019. For this reason, we revised our forecast for the adjusted
EBITA margin in April 2019. After the first half of the year, it also
became apparent that the situation on the international
automotive markets would not ease significantly in the second
half of the year either.

In view of the global development in the automotive market and
on the basis of the expected sales development for the second
half of 2019, we revised both the sales forecast at Group level
and the forecast for the adjusted EBITA margin and operating net
cash flow for the full year 2019 in July 2019. The slump in the US
automotive business at the beginning of the fourth quarter of
2019, due to strikes at key customers in the passenger car and
truck sectors, among other factors, led to yet another revision of
the sales forecast in all regions in October.

NORMA Group SE - Annual Report 2019 -I.I
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N

Rihard Sorés and Nemanja
Stanisic have been partici-
pating in the dual training
program in Serbia since
September 2019
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We are identifying
potentials for
optimization.

Times are changing — in times of change, it is extremely import-
ant to set up structures and processes within the Company in
such a way that they allow the greatest possible flexibility in order
to be able to adapt quickly to changing market conditions. The
starting point here is a comprehensive review of the initial
situation, in particular an analysis that enables internal processes
and Company structures to be optimized. We know that we can
only improve if we take a holistic view of every element of the
Company and analyze the underlying structures for optimization
potential. This must include both fundamental aspects and details.

6 FURTHER INFORMATION

In previous years, we have grown very strongly and rapidly
worldwide, not least through several acquisitions. This has also
resulted in structures and processes that now have to be adapted
and optimized to take future developments into account. The
harmonization and integration of these processes and structures
plays a key role. One first step in this direction was the
announcement of the rightsizing program in February 2019, when
we approved a package of measures. Since then, we have
continuously worked to optimize our production landscape and
organizational structures in a targeted manner and to harmonize
processes and systems worldwide. In order to identify further
potential, we continuously take a critical look at all internal
processes. In addition, we concentrate on bundling and sharing
processes and important existing know-how across regions and
locations. The first successes of the measures implemented could
already be seen in fiscal year 2019. At the end of September, we
closed a production site in Russia and relocated activities to our
plantin Subotica, Serbia. Furthermore, a distribution center in the
Netherlands was integrated into an existing distribution center.

In addition to the rightsizing program, we publicly announced the
“Get on Track” change program in November 2019. The program
goes beyond the measures of the rightsizing program. The
measures included in this program optimize site capacities in all
regions and streamline the product portfolio, in particular through
active portfolio management and improvement of the purchasing
processes. “Get on Track” will make us more flexible and profitable.
This will enable us to respond to market changes even better and
faster in the future.

We are actively implementing the defined measures so that we
can increase our profitability and achieve sustainable growth.

NORMA Group SE - Annual Report 2019 -I 3
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What does the new
change program
“Get on Track”
include?
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There is always potential for improvement. In order to make the
best possible use of this potential, the Supervisory Board of
NORMA Group approved the “Get on Track” change program pro-
posed by the Management Board at the beginning of November

Our strategy focuses on
iIncreasing value, growth,
profitability and generating

OBJECTIVE OF “GET ON TRACK”

FIELDS OF ACTION

LOCATIONS

PRODUCT PORTFOLIO

POSITIONING

STRUCTURES

MARKET INTELLIGENCE

PEOPLE AND CULTURE

EXAMPLES

cash flow.

Optimization of locational capacities in all regions

Streamlining of product portfolio through active portfolio management

Improvement of structures and processes along the entire value chain

Comprehensive information on products and markets as the basis for active portfolio management

Qualification and training of personnel

5 CONSOLIDATED FINANCIAL STATEMENTS
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2019. This program is intended to lay the foundations for the fur-
ther strategic development and profitable growth of NORMA Group.
“Get on Track” comprises three overarching fields of action.

The objective is initially to design the production landscape as
efficiently as possible and at the same time to reduce complexity.
Here, we are also taking a close look at our many products and
improving and bundling our structures and processes. In short:
All internal processes and structures are being comprehensively
put to the test. By implementing targeted measures, we are
focusing on increasing the efficiency of NORMA Group in the
defined fields of action and aligning the entire organization along
the lines of profitability and cash flow generation. In summary,
“Get on Track” can thus be described as a comprehensive
performance program. From 2020 on, it is expected to lead to
cost savings that will rise to between EUR 40 million and
EUR 45 million annually by 2023.

Once the programs have been successfully implemented,
NORMA Group is to emerge from the change process in a stron-
ger, leaner and more effective position — as a Company that is
ideally adapted to the economic environment and able to act in
an agile manner.

Intensive work on operational improvement is a major feat of
strength that will require our full concentration. We will succeed
in this if we work together because a company is only as good
as the entirety of its employees. We therefore attach great
importance to our employees’ qualifications and motivation
through targeted “on-the-job” training and education. This is how
we are implementing the “Get on Track” program together with
our employees and gradually preparing NORMA Group for the
future. In spite of all this change, we cannot afford to lose sight
of what makes us what we are: a technology leader in the field
of advanced joining technology and we will continue to build on
this strength.

NORMA Group SE - Annual Report 2019 -I 5
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Successes in our future markets water
management and electromobility as
well as improved financing terms and
conditions.

R

Despite the many challenges in the past fiscal year, we were also
able to achieve important successes in our future markets water
management and electromobility.

In light of the increasing water scarcity worldwide, there is a
growing need for efficient, environmentally friendly water
management and infrastructure solutions. NORMA Group is taking
advantage of this trend by continuously developing and improving
its water management portfolio to meet the growing global
demand for an efficient water supply.

NORMA Group’s comprehensive product portfolio and joining
technology ensure that water is transported to where it is needed
without any leakages. The product portfolio includes products

The eM compact quick connector
has been developed especially for
use in electric and hybrid cars.

and solutions in the fields of gardening and landscaping. This
also includes durable and efficient drip irrigation systems that use
up to 60 percent less water than conventional systems on the
market. NORMA Group’s many efficient products are also widely
used in the construction industry. These include, for example, the
“Pro-Span Repair Coupling” product that enables private
homeowners to repair damaged water pipes quickly and cost-
effectively.

2019 repeatedly showed that leading automotive manufacturers
rely on NORMA Group's development expertise for challenging
projects in the field of electromobility. For instance, we won major
new orders in the past fiscal year. These included a large order
that we received in May 2019 to equip around 1.8 million vehicles

NORMA Group SE - Annual Report 2019
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from a British carmaker with cooling water pipe systems for cars
with combustion engines and electric motors. In addition,
NORMA Group won two further major orders for thermal
management pipeline systems for electric and hybrid vehicles.
NORMA Group'’s pipeline systems are known for their optimal
compactness and efficient line routing, which means that they
can be installed inside the battery in a very space-saving manner.
The temperature sensors integrated into them ensure that the
battery cells have the correct operating temperature and thus
make a significant contribution to increasing the range of the
vehicles — still one of the key challenges in the field of electro-
mobility. We also came up with new innovations in this area of
electromobility, which is becoming increasingly important for us,
in 2019. A new quick connector that has been developed
especially for use in electric and hybrid vehicles is only one
example. NORMA Group’s new E-mobility connector provides
more space in the vehicle battery, allowing more battery cells to
be installed per battery pack and increasing the performance per
battery.

The fact that automotive manufacturers appreciate the quality
and reliability of our products is also demonstrated by the awards
we have received from our customers, such as the Jaguar Land
Rover Quality (JLRQ) Award, which we received in China last year.

But we are not only successful in the area of product develop-
ment. We also made further progress in the area of our financial
and liquidity management in fiscal year 2019: Group financing
was successfully restructured at even more attractive terms. In
addition, a “green” financing component was included for the first
time, thus reflecting our sustainability strategy in the area of
financing as well. We are very proud of this. We want to build on
this success and continue to improve.

17
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N

Dr. Michael Schneider,
CEO of NORMA Group
since November 2019, and
Dr. Friedrich Klein (COO)
holding a discussion

] |

/h

The water management
market is growing, the
automotive market is
changing. We focus on the
opportunities and risks.

We do not expect the situation on the international automotive
markets to improve significantly in 2020 following an already
difficult previous year. According to LMC Automotive, one of the
world's leading providers of market information for the automotive
industry, the automotive market will decline in the Asia-Pacific,
EMEA and, above all, Americas regions. A noticeable decline can
be expected in the commercial vehicle sector, in particular, in 2020.
This is.a market in which NORMA Group is strongly represented,
particularly in the US. On the other hand, the Water Management
division is expected to continue to perform well, albeit at a
somewhat slower pace compared to last year. This means the
situation in some of NORMA Group's key sales markets will remain
challenging.

We will focus above all on careful planning in light of these
expected developments: Comprehensive market analysis that
tracks all conceivable developments is indispensable in times of
high market uncertainty. This will enable us to evaluate possible
opportunities and risks for our business in a targeted manner in
order to be able to react promptly and appropriately to any
changes that arise.

NORMA Group SE - Annual Report 2019 .I 9
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solutions.

The technological requirements placed on our customers and thus
also on our products are changing ever more rapidly. This
development is being driven by two global megatrends: climate
change and scarcity of resources. They will play a decisive role
in shaping the field in which NORMA Group operates in the
coming decades. For this reason, they form the foundation of our
business model and our corporate strategy.

Consistent protection of the environment, more efficient use of
energy and the economical use of vital raw materials such as
water are becoming increasingly important. Our two key future
markets are water management and electromobility. We have
solutions for these areas and view the changes as an opportunity.
As a technology leader, we will play a key role in shaping these
areas. We are making our contribution here in particular by
reducing emissions from combustion engines and hybrid drives
and by optimizing the performance of electric drives. And our
potential is far from being exhausted.

3 TO OUR SHAREHOLDERS
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Climate change and
scarcity of resources are
global megatrends for
which we have innovative

Water management

Water is a valuable commodity. NORMA Group’s product portfolio
in the field of water management focuses on the targeted control
and optimization of water volumes. Due to the increasing scarcity
of water, the demand for tailor-made, reliable joining products
and solutions that enable our customers to enjoy an efficient,
sustainable water supply, and thus to use water resources
sparingly, is increasing. The focus here is on preventing leaks at
tapping points and thus making an important contribution to the
efficient water supply of households. With our products, we also
support the implementation of statutory regulations aimed at
sustainably reducing water consumption. In this context, we also
understand how efficient systems for landscape irrigation work.
Drip irrigation systems in particular are becoming increasingly
important. The focus here is on innovative technologies that aim
to reduce water consumption in general. For example, intelligent
drip irrigation systems can reduce water consumption by up to
60 percent compared to conventional sprinkler systems. On the

NORMA Group SE - Annual Report 2019
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other hand, the management of larger volumes of water, which
can arise due to extreme weather conditions, is also becoming
increasingly important. Our expertise in this area goes beyond
classic piping and joining technology. An important starting point
here is the collection of rainwater and the discharge of wastewater
into the urban sewage system. We are very well positioned in
these areas and are able to offer our customers reliable products
for effective storm water and wastewater management.

We have steadily expanded our water management business in
recent years through targeted acquisitions, thus contributing to
the diversification of our business. In fiscal year 2019, water
management accounted for around 20 percent of our annual
sales. By comparison, this figure was only four percent in fiscal
year 2013, prior to the acquisition of NDS.

E-mobility

Electromobility is NORMA Group's second key market of the future
and an important focus of its research and development activities.
NORMA Group already has plenty of solutions and key products
in its portfolio to address the future trend of e-mobility in a
targeted manner. Most of these products are manufactured using
existing technical equipment and on our existing machines. The
product range comprises both optimized and particularly
lightweight connectors as well as complete line systems for the
thermal management of battery packs in electric vehicles. These
products ensure a correct operating temperature of the battery
cells and thus an increased range and an extended service life of
the battery. Thanks to our broad product portfolio, we believe we
are optimally positioned to benefit from the positive developments
forecast in the field of e-mobility.

21
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of EJT sales is planned
for investments in R&D
annually.

For us, innovation is
an ambition shared by
all employees. In doing
so, we always keep an
eye on the concrete
application.
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Times are changing. New issues require new solutions. To ensure
that we can continue to be pioneers and knowledge carriers in
our markets in the future, we are constantly expanding our
technological leadership and invest around five percent of the
sales of our Engineered Joining Technology division in research
and development each year. After all, innovations are a decisive
success factor.

Due to our close cooperation with OEMs, we always develop and
work at the pulse of time. We solve the challenges our customers
face, due to the ever-stricter legal requirements, for example.
These force automotive manufacturers to adapt their current
systems, but also necessitate the development of new technologies
and innovative solutions. This is where we come into play. We
accompany these developments intensively: Some of our
employees work as resident engineers on site on the customer’s
premises and are therefore very familiar with the problems and
challenges facing the industry.

As a partner to our customers, we have been developing
sustainable solutions on this basis for several decades.

At NORMA Group, we do not consider innovations to be solely a
task for the Research and Development department, however.
Rather, a company’s success is defined by the totality of its
employees’ ideas. For this reason, we cultivate an open company
culture and stand for a cross-functional and constructive
exchange. Each of our employees is thus given the opportunity
to submit invention reports to the Research and Development
department and to incorporate ideas into our innovation process.
Particularly good ideas are recognized every year by the Man-
agement Board.

1) NORMA Group SE - Annual Report 2019 2 3
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To Our Shareholders

The Management Board

Dr. Friedrich Klein Dr. Michael Schneider
Chief Operating Officer (COO) Chief Executive Officer (CEO)
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Letter from the Management Board

Deae sherchelatrrs / Cudlowess acd buiriesy /Ou&w!

“Times are changing” is the title of this year's Annual Report, and
this title describes the current situation for NORMA Group quite
well in many ways. We live in a constantly changing world and
only those who are able to adapt to the changing conditions will
be successful in the long run.

Change is currently omnipresent for NORMA Group: Some of the
markets we are active in are affected by extensive technological
changes. This is particularly evident in the automotive industry,
which is currently undergoing enormous technological and
structural upheaval against the backdrop of climate change and
the ongoing demand for lower-emission drive technologies. For
car manufacturers, this means having to rethink everything and
prepare for the future. OEMs are therefore increasingly focusing
on alternative drive technologies. In some cases, these require a
high level of advance development work, however. Combined
with the growing pressure on margins and declining production
and sales figures, the pressure on the automotive industry is
increasing considerably.

We also clearly felt this in fiscal year 2019. Our automotive
business was hit hard by the global decline in production figures
and the unexpectedly severe slump in the US car and truck
business as a result of strikes at key customers. In addition,
geopolitical factors such as the ongoing discussion over Brexit as
well as the trade disputes between the super powers US and
China further exacerbated the situation and created a challenging
environment in the past fiscal year. Like many other companies
in the industry, we too unfortunately had no choice but to revise
our sales and earnings expectations downwards over the course
of the year.
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Despite this environment, we managed to generate sales of EUR
1,100.1 millionin fiscal year 2019. This represents a slight increase
of 1.5 percent over the previous year. Positive sales contributions
mainly came from our DS business — particularly the water busi-
ness in the US —and from Kimplas and Statek, the two companies
we acquired in fiscal year 2018. This shows, that we have taken
the right path in the past years by systematically building up our
DS business. Currency effects also provided tailwind. On the other
hand, organic sales declined by 2.0 percent, mainly due to the
difficult conditions in the automotive sector and the resulting
losses in our EJT business.

Our operating result (adjusted EBITA) and the adjusted EBITA
margin also declined sharply in fiscal year 2019. Adjusted EBITA
fell by 16.4 percent to EUR 144. 8 million and the adjusted EBITA
margin was at 13.2 percent and thus significantly below our own
target figure. At EUR 87.8 million and EUR 2.76, respectively,
adjusted net profit for the period and adjusted earnings per share
also declined year-on-year and we thus also failed to meet the
expectations we had communicated at the beginning of 2019.

The experience gained over the past year has shown that it is
also time for additional changes to be made throughout
NORMA Group. We must improve our flexibility in order to be able
to react more quickly and more efficiently to changing conditions
in the future. This is why we launched the “Get on Track” change
program in November 2019, which includes further far-reaching
measures aimed at optimizing internal Group processes and
structures. The program is aimed at increasing NORMA Group's
profitability and earnings, but also our flexibility and agility. The
focus of these activities is on optimizing our site capacities in all
regions, streamlining the product portfolio and improving our
processes. We have already implemented the first measures from
the “Get on Track” program, and more will follow this fiscal year.
In light of this, we basically consider 2020 an important transition
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year in which the course for the future will be set, for a sustainable
improvement in profitability, in particular.

Despite all the changes that lie ahead of us, we are sticking to
our long-term strategy that emphasizes value enhancement,
profitable growth and strong cash flow generation. By focusing
on future markets such as water management and electromobility
and by concentrating on a selective product portfolio and targeted
acquisitions, we intend to secure and further increase our market
share and grow more profitably in the future. The highest
standards of quality, efficiency and sustainability determine our
actions, as does our focus on innovations. After all, only those
who think and act innovatively will be able to gain long-term
competitive advantages. The development of product and system
solutions for water management and electromobility is a particular
focus of our R&D activities. The area of thermal management
plays a particularly important role in the latter. This involves reg-
ulating the temperature of batteries in hybrid and electric vehicles
so that they can deliver their best possible performance. Here,
we are already delivering individual solutions for various OEMs.

This is how we make an important contribution to greater
sustainability with our product portfolio, but our sustainability
strategy is much more diverse than this. We report on our
understanding of doing business sustainably and our Corporate
Responsibility and objectives in various areas of the Company in
more detail in our CR Report, which was published together with
this Annual Report.

Dear shareholders, fiscal year 2019 was a turbulent year indeed
and the NORMA Group share price was adversely affected by
the developments of the past year. Consequently, the
NORMA Group share was quoted at EUR 38.00 at the close of
the year, 12 percent lower than at the beginning of the year.
Despite the weaker fiscal year 2019, we will propose an
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unchanged dividend compared to the previous year of EUR 1.10
per share at this year's Annual General Meeting in Frankfurt/Main
on May 14, 2020, and will thus pay out around 40% of our
adjusted net profit for the period. In doing so, we want to express
the continuity of our dividend strategy and, at the same time,
strengthen our shareholders’ trust in NORMA Group.

We are currently facing difficult times and the implementation of
the measures planned from the “Get on Track” program will also
have a major impact on developments in the current fiscal year.
We will use 2020 to position ourselves more flexibly and to
improve our processes and structures even further so that we can
shape our growth path from a much stronger position. We are
confident that we can achieve this if we all work together. With
this in mind, we would like to conclude by thanking our nearly
8,500 employees worldwide for their tireless efforts even in these
challenging times. We would also like to thank our long-standing
customers and business partners as well as you, our shareholders,
for your trust. “Times are changing” — and the year 2020 is pre-
senting us with new challenges. Let's tackle them together!

Sincerely yours,

Lo

Dr. Michael Schneider Dr. Friedrich Klein
Chief Executive Officer Chief Operating Officer
(CEOQ) (COQ)
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NORMA Group on the capital
market

3 TO OUR SHAREHOLDERS

e Dividend of EUR 1.10 resolved at the Annual General
Meeting 2019

e 2018 Annual Report and Investor Relations work receive
awards again

o NORMA Group share price falls 12.0% in fiscal year 2019

4 CONSOLIDATED MANAGEMENT REPORT

Successful stock market year 2019 -
indices worldwide reach new historic highs

Following a difficult stock market year in 2018, the global indices
were able to gain momentum at the beginning of the year and
also ended the year 2019 with a strong rally. Concerns about
declining economic indicators, the weakness of the Chinese
economy and the global automotive sector had only a short-term
impact on share prices. By contrast, the continuing expansive
policies of central banks all over the world, the phase-one trade
deal between the United States and China and an increasingly
unlikely “hard” Brexit had a positive effect on the uncertainty. In
this environment, the majority of the international indices reached
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new multi-year highs and, in some cases, new all-time highs. The
leading German index DAX closed the 2019 stock market year at
13,249 points, equaling an increase of 25.5%. The MDAX and
SDAX also ended the year with significant gains of 31.2% and
31.6%, respectively. The U.S. indices left a similar positive impres-
sion, ,with the leading U.S. Index Dow Jones ending the 2019
stock market year 22.3% higher to exceed 28,000 points for the
first time. The NASDAQ Composite technology index developed
even more positively, and exceeding 9,000 points and rising by
35.2% over the year. The MSCI World Index, which is regarded
as a trend indicator for the global market, also showed a positive
annual performance by posting an increase of 25.2%.

Index-based comparison of NORMA Group’s share price performance in 2019 with DAX, MDAX, SDAX and MSCI World Automobiles
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Performance of the NORMA Group share

For the NORMA Group share, as for many other companies in the
automotive industry, the 2019 stock market year was character-
ized by price losses and high volatility. The share price ranged
between EUR 43 and EUR 49 in the first four months of the year,
reaching its all-year high of EUR 49.26 at the beginning of March.
Subsequently, the share price fell as a result of the profit warnings
in the spring, summer and fall, leading to the all-year low of
EUR 26.36 in mid-August. The resulting decline in market
capitalization led to the company’s move from the MDAX to the
SDAX in September 2019. In the further course of the year, the
situation for the NORMA Group share eased somewhat,
whereupon the price losses of the first eight months of fiscal year
2019 were partially recovered. On December 31, 2019, the share
ended the year at a closing price of EUR 38.00, or 12.0% below
the closing price at the end of 2018.

Market capitalization amounted to EUR 1.21 billion on December
31,2019 (2018: EUR 1.38 billion). This is based on an unchanged
number of 31,862,400 shares compared to the previous year.
Measured by the market capitalization of the free float relevant
for determining the index membership, which has been at 100%
since 2013, the NORMA Group share ranked 12th out of 70 shares
in the SDAX in December 2019 (Dec 2018: 54th out of 60 in the
MDAX).

Trading volume increased

The average daily XETRA trading volume of the NORMA Group
share rose in 2019 compared to the previous year and amounted
to an average of 97,960 shares per day (2018: 95,624 shares).
In December 2019, the NORMA Group share thus ranked 25th
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Distribution of trading activity in 2019 G002 Free float by region G003

34% 35% 9% 19%

Block trades \ Official trading ~ France Germany
15%

0,

USA 7%

Scandinavia

31% 30% ~ ~ 20%

Alternative United Kingdom Rest of World

trading platforms

out of 70 in terms of trading volume in the SDAX (2018: 59th out
of 60 in the MDAX). The average daily trading volume in contrast
decreased to EUR 3.6 million (2018: EUR 5.4 million).

The total average number of shares traded per day was 277,693
(2018: 268,862) in 2019. Trading was distributed among the
various trading venues as follows:

Compared to the previous year, the proportion of shares traded
on the official market fell slightly from 36% to 35% and the shares
traded via block trades also fell to 34% (2018: 38%). By contrast,
the share of trading activity on alternative platforms rose
significantly from 26% in 2018 to 31%.
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as of December 31, 2019
Broadly diversified shareholder structure

The NORMA Group share has gained greater international
recognition in recent years due to active Investor Relations work.
As aresult, foreign investors have become increasingly important.
Today, NORMA Group has a regionally highly diversified
shareholder base with a high share of international investors
mainly from the UK, Germany, the US, France and Scandinavia.

At the end of the reporting year, 0.03% of NORMA Group shares
were held by the Management Board in its current composition
(2018: 0.6%). A further 3.9% (2018: 3.7%) is owned by private
investors. The remaining shares were held by institutional
investors. The number of private investors increased to 4,553 in
the course of fiscal year 2019. At the end of December 2018, the
number of private investors was 3,67 1.
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Voting rights notifications in 2019

Based on the voting rights notifications received by the end of
2019, shares of NORMA Group designated as free floating and
exceeding 3% are held by the following institutional investors:

Overview of the voting rights notifications T002
in %

Allianz Global Investors GmbH, Frankfurt/Main,

Germany 14.99%
Ameriprise Financial Inc., Wilmington, DE, USA 8.35%
Impax Asset Management Group Plc, London, UK 5.08%
Mondrian Investment Partners Limited, London, UK 3.10%
BNP Paribas Asset Management S.A., Paris, France 491%
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approved by a clear majority. The voting results are available on
the website. I WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/AGM/

Directors’ Dealings

Three transactions were reported as Directors’ Dealings in fiscal
year 2019. These can be found in the Corporate Governance
Report. —> CORPORATE GOVERNANCE REPORT, P. 43

Analysts covering NORMA Group

18 analysts from various banks and research firms currently fol-
low NORMA Group. As of December 31, 2019, eight analysts
recommended buying the share, nine advised holding the share
and one recommended selling the share. The average target price
was EUR 37.89 (2018: EUR 54.71)

As of December 31, 2019. Please refer to the —> APPENDIX TO THE
NOTES ON P. 203 for further information on the voting rights notifications
received. All voting rights notifications are published on the Company’s
website. . WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/

2019 Annual General Meeting

The Annual General Meeting of NORMA Group SE was held on
the premises of the German National Library in Frankfurt/Main
on May 21, 2019. 21,788,954 of the 31,862,400 shares with
voting rights, i.e. 68.4% of the share capital was represented. The
participating shareholders resolved a dividend of EUR 1.10 per
share. This equates to a distribution rate of 30.5% based on
NORMA Group’s adjusted net profit for fiscal year 2018 of
EUR 114.8 million and was therefore within the scope of the
dividend strategy with an annual distribution rate of approxi-
mately 30% to 35% of adjusted net profit. With the exception of
the approval of the system for the remuneration of the members
of the Management Board, all other items on the agenda were

Analyst recommendations G004
8 9
Buy Hold

- /

Sell

as of December 31, 2019
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Analysts covering NORMA Group

Baader Bank

TOO3

Peter Rothenaicher

Bankhaus Lampe

Christian Ludwig

Bankhaus Metzler

Jirgen Pieper

Bank of America Merrill Lynch

Kai Muller

Berenberg Bank

Philippe Lorrain

Commerzbank AG

Ingo-Martin Schachel

Deutsche Bank AG

Tim Rokossa

DZ Bank AG

Thorsten Reigber

Pareto Bank ASA

Tim Schuldt

Hauck & Aufhduser

Christian Glowa

HSBC

Jorg-André Finke

Kepler Cheuvreux

Dr. Hans-Joachim Heimblrger

MainFirst Bank AG

Alexander Wahl

NordLB

Frank Schwope

ODDO BHF

Harald Eggeling

Quirin Privatbank

Daniel Kukalj

Société Générale

Sebastian Ubert

Warburg Research GmbH

Franz Schall

Sustainable Investor Relations activities

NORMA Group’s Investor Relations activities seek to further
increase awareness of the Company on the capital market,
strengthen long-term confidence in its share and achieve a
realistic and fair valuation. For this reason, Management and
Investor Relations hold many discussions with institutional
investors, financial analysts and private shareholders over the
course of the year.
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The Management Board and Investor Relations team of
NORMA Group conducted 27 roadshows in the world’s most
important financial centers in fiscal year 2019. Furthermore,
NORMA Group attended the following conferences:

e BAADER Investment Conference, Munich

e BAADER Bank Tag der Fondmanager, Munich

e BAADER Bank German Corporate Day, Toronto

e Bankhaus Lampe Deutschlandkonferenz, Baden-Baden

e Bankhaus Lampe German Equity Forum, London

e Commerzbank German Investment Seminar, New York

e Commerzbank Sector Conference, Frankfurt/Main

e dbAccess Conference, Berlin

e DZ BANK Equity Conference, Frankfurt/Main

e KeplerCheuvreux German Corporate Conference,
Frankfurt/Main

e Mandarine Gestion International Investment Conference,
Munich

e Oddo BHF Forum, Lyon
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e Oddo BHF German Conference, Frankfurt/Main

e Quirin Bank Conference French Family Offices,
Frankfurt/Main

e Quirin Champions Conference, Frankfurt/Main

e Quirin Konferenz, Geneva

e The Société Général Nice Conference, Nizza

e Mizuho Tokyo Conference, Tokyo

NORMA Group receives award
for its IR work again

NORMA Group’s IR activities and the 2018 Annual Report were
once again honored in fiscal year 2019. In the ‘Investors’ Darling’
competition, NORMA Group came in third place in the MDAX seg-
ment. In the overall ranking of all 160 companies assessed,
NORMA Group ranked 5th. In addition, the annual report was
recognitioned with the “Silver” award at the FOX Finance Awards.

5 CONSOLIDATED FINANCIAL STATEMENTS

6 FURTHER INFORMATION

Service for shareholders

The Investor Relations website contains extensive information
about NORMA Group and the NORMA Group share. In addition
to financial reports and presentations, which are available for
download, allimportant financial market dates can be found there.
The telephone conferences on the Quarterly and Annual Reports
are recorded and offered in audio format. Shareholders and inter-
ested parties can register for the distribution list by e-mail. The
contact details of the IR team are also available on the website.
) WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/

Share price development of the NORMA Group share since the IPO compared to the SDAX G005
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Key figures for the NORMA Group share since the IPO in 2011

Closing price on Dec 31 (in EUR)

Highest price (in EUR)

Lowest price (in EUR)

Score of the comparison index * as of Dec 31

Number of unweighted shares as of Dec 31

Market capitalization (in EUR million)

Average daily Xetra volume

Shares

EUR million

Earnings per share (in EUR)

Adjusted earnings per share (in EUR)

Dividend per share (in EUR)

Dividend yield (in %)

Distribution rate (in %)

Price-earnings ratio

Selected indices

2019

38.00
49.26
26.36
12,511.89
31,862,400
1,211

97,960
3.64
1.83
2.76

O 4

0

O 4
20.8°

T004

2018 2017 2016 2015 2014 2013 2012 2011 Apr.8,2011*
43.18 55.97 40.55 51.15 39.64 36.09 21.00 16.00 21.00°
70.15 63.79 51.54 53.30 43.59 39.95 23.10 21.58 n/a
40.44 39.95 35.20 38.82 30.76 21.00 15.85 11.41 n/a
21,588.09 26,200.77 22,188.94 20,774.62 16,934.85 16,574.45 11,914.37 8,897.81 10,539.60
31,862,400 31,862,400 31,862,400 31,862,400 31,862,400 31,862,400 31,862,400 31,862,400 31,862,400
1,376 1,783 1,292 1,630 1,263 1,150 669 510 669
95,624 96,906 73,571 88,888 73,932 86,570 54,432 46,393 n/a
5.38 4.74 3.20 4.10 2.80 2.53 1.04 1.45 n/a

2.88 3.76 2.38 231 1.72 1.74 1.78 1.19 n/a

3.61 3.29 2.96 2.78 2.24 1.95 1.94 1.92 n/a

1.10 1.05 0.95 0.90 0.75 0.70 0.65 0.60 n/a

25 1.9 23 18 1.9 1.9 3.1 38 n/a

305 319 320 323 334 359 335 33.2 n/a

15.0 149 17.0 22.1 23.0 20.7 11.8 134 n/a

SDAX, CDAX, Classic All Share, Prime All Share, DAX International 100, DAXsector Industrial, DAXsubsector Products & Services, MIDCAP MKT PR, STXE

TM Automobiles & Parts Index, STXE TM Small Index, STXE Total Market Index

1_IPO and first trading day of the NORMA Group share.

2_lIssuing price.

3_Until 2018 MDAX score, since 2019 SDAX score, as the move to the SDAX took place in September 2019.

4_In accordance with the Management Board's proposal for the appropriation of adjusted net profit, subject to approval by the Annual General Meeting on June 30, 2020.

5_Related to the unadjusted earnings per share. The price-earnings ratio related to the adjusted earnings per share is 13.8.
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Supervisory Board Report

Collaboration between the Supervisory Board and
the Management Board

The Supervisory Board of NORMA Group SE monitored and
advised on the activities of the Management Board in fiscal year
2019 in accordance with the legal regulations, the German
Corporate Governance Code and NORMA Group SE's Articles of
Association.

The Management Board reports on a regular monthly basis to
the Supervisory Board on how business is developing at
NORMA Group SE and the Group and issues a forecast for the
current fiscal year. The development of sales and earnings, incom-
ing orders and the order backlog are described in detail compared
to the previous year and as compared to planning. Besides
monthly reporting and Supervisory Board meetings, the Chairman
of the Management Board and the Chairman of the Supervisory
Board engaged in regular exchanges on matters of importance
in fiscal year 2019.

The Management Board begins each Supervisory Board meeting
by reporting on the overall economic situation and sector-specific
economic expectations. It reports on business performance of
NORMA Group and explains the earnings situation based on key
indicators and their development compared to the previous year,
the budget and guidance. The Management Board presents sales
and orders by region and by the two distribution channels EJT
and DS. Accidents at work and countermeasures that have been
introduced to improve work safety as well as quality and delivery
reliability and the status of the introduction of the Microsoft AX
software are also discussed regularly. The Supervisory Board and
Management Board also discussed NORMA Group’s long-term
strategy.
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At each regular meeting of the Supervisory Board and the Audit
Committee, the Management Board presents a detailed risk report
in which the probability of occurrence and potential effects of all
relevant risks, including any countermeasures, are assessed. This
regular risk reporting provides the Supervisory Board and the
Audit Committee with a clear picture of which possible risks could
have a negative impact on the Company’s asset, financial and
earnings positions. Moreover, compliance topics are also discussed
regularly. The respective Chairmen report to the Supervisory
Board at the committee meetings.

In fiscal year 2019, the Supervisory Board dealt in detail with the
personnel changes in the Management Board and the remuner-
ation of the Management Board. Other key topics included the
weakening economy and the decline in NORMA Group'’s sales
and profit margins that this has caused, as well as the measures
introduced to counteract this as part of the “Rightsizing” and
“Get on Track” programs.

In addition, the Supervisory Board dealt with the following issues
in particular at its four regular meetings in fiscal year 2019:

Supervisory Board meeting held in Maintal
on March 18, 2019

The main topics at this meeting were the 2018 Annual Financial
Statements and the 2018 Group Non-financial Report, the
guidance for 2019, the invitation to the 2019 Annual General
Meeting and the proposal for the appropriation of profits.
Furthermore, the Management Board presented its plans on an
organizational adjustment, which is intended to improve
collaboration at the functional level and across regions, as well
as the R&D organization and foresight management.
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Lars Magnus Berg
Chairman of the Supervisory Board
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Supervisory Board meeting held in Frankfurt /Main
on May 21, 2019

At the meeting that took place after the 2019 Annual General
Meeting, the Supervisory Board resolved to establish a Strategy
Committee and to restructure the memberships in the committees.

At the meeting with the Management Board, the participants
discussed the course of the Annual General Meeting and criticism
of the remuneration system, which had been rejected by the
Annual General Meeting. The Management Board also informed
the Supervisory Board about the negative development of a
pension fund in the US. Furthermore, the President of the EMEA
region introduced himself to the Supervisory Board and talked
about how the region is developing. In addition, the Management
Board and Supervisory Board discussed personnel issues at the
level below the Management Board.

Supervisory Board meeting held in Maintal
on September 13, 2019

In addition to the usual agenda items and detailed information on
the status of the “Rightsizing” program and the introduction of a
new ERP system at another plant, the Management Board
explained to the Supervisory Board how inventories were
developing and presented the new financing concept, among other
topics.

Supervisory Board meeting held in Maintal
on November 29, 2019

The Supervisory Board and Management Board discussed the
budget for fiscal year 2020 and the medium-term planning.
Among other matters, the Management Board explained how
inventories were developing. The Executive Vice President of
Human Resources also presented her area of responsibility, with
the Supervisory Board showing interest in the status of
organizational and executive development as well as diversity
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topics in particular. Afterwards, the Supervisory Board and
Management Board discussed the new Declaration of Compliance
with the German Corporate Governance Code.

Besides the four meetings, six conference calls and one closed
meeting of the Supervisory Board took place in 2019. The changes
in the Management Board and the “Get on Track” change program,
which, in addition to the aforementioned “Rightsizing” program,
are intended to improve the future viability of NORMA Group,
were discussed mainly during the conference calls, while
fundamental strategic issues were addressed during the closed
meeting. Furthermore, the Chairman of the Supervisory Board
spoke with investors and, together with Dr. Knut Michelberger
and CFO Dr. Michael Schneider, with a voting rights advisor.

Change on the Management Board

Bernd Kleinhens stepped down from the Management Board by
mutual agreement with the Supervisory Board with effect from
the end of July 31, 2019, and resigned from his offices at
NORMA Group. Dr. Michael Schneider initially assumed the rights
and responsibilities of the CEO on an interim basis. In order to
ensure an objective selection procedure for deciding on the
permanent chairmanship of the Management Board, the
Supervisory Board commissioned an external personnel consulting
firm to search for other qualified candidates for the chairmanship
of the Management Board and spoke with several individuals
who were subsequently introduced. The Supervisory Board then
decided to appoint Dr. Michael Schneider the permanent Chairman
of the Management Board. The Supervisory Board is currently
looking for a qualified candidate to serve as CFO, again with the
help of external personnel consultants. In doing so, the Board is
placing particular importance on presenting just as many qualified
female as male candidates.
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Changes in the Supervisory Board, establishment
of the Strategy Committee and realignment of
committee memberships

Atits meeting on May 21, 2019, the Supervisory Board resolved
to establish a Strategy Committee and change the membership
of the Audit Committee. The Strategy Committee advises the
Management Board on NORMA Group's strategy, restructuring,
organic growth, mergers and divestitures, and new technologies.
The focus is on the water segment, on which NORMA Group is
particularly focused, NORMA Group’s applications in alternative
drives in the context of the transformation of the automotive
industry, and the sustainability of its products. The members of
this committee are Glnter Hauptmann (Chairman), Rita Forst and
Erika Schulte. At the same time, Rita Forst resigned from the Audit
Committee; while Mark Wilhelms was named a new member of
this committee, so that the members of the Audit Committee since
then have been Dr. Knut Michelberger (still the Chairman), Erika
Schulte (still a member) and Mark Wilhelms (a new member). The
changes took effect on May 22, 2019.

There were no other changes in memberships and offices. Lars
Berg continues to serve as Chairman of the Supervisory Board,
while Erika Schulte remains Deputy Chairwoman of the
Supervisory Board. Memberships of the General and Nomination
Committee also remained unchanged. Therefore, Lars Berg
(Chairman), Ginter Hauptmann and Dr. Knut Michelberger
continue to be its members.

Mark Wilhelms, who was appointed a member of the Supervisory
Board by court order on August 29, 2018, was elected to serve
a five-year term by the 2019 Annual General Meeting.

Main topics of the Audit Committee in 2019
The Audit Committee of NORMA Group convened three times in

2019. It also held four additional telephone conferences.
Dr. Michael Schneider took part in every meeting and telephone
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conference. Other participants included departmental managers
of the second management level to advise on technical issues in
their respective areas of responsibility, particularly Accounting &
Reporting, Treasury, Compliance and Internal Auditing. The Audit
Committee also discussed the quarterly reporting with the CFO.

The Audit Committee discussed the main topics, procedure and
results of the audit of the individual and Consolidated Financial
Statements of NORMA Group SE with the auditors and prepared
recommendations for the Supervisory Board’s resolutions.

At the beginning of each meeting, the Audit Committee was
informed in detail about the current business situation and
financial position of NORMA Group. The Audit Committee
monitored the effectiveness of the internal control system, the risk
management system, the internal auditing system and the
compliance management system. The Audit Committee approved
the audit plan for internal auditing in 2019. Other topics discussed
by the Audit Committee included budget planning for 2020 and
medium-term planning. Furthermore, in 2019, the Audit Committee
dealt with the first-time adoption of the IFRS 16 standard, the
development and assessment of inventories, personnel costs and
the profit margin, prevention of money laundering and the status
and implications of introducing the new ERP system Microsoft AX
2012, among other matters. The adjustment of the financing
agreements was another important topic. The Audit Committee
also prepared the invitation to tender for the audit of the financial
statements.

Furthermore, the Audit Committee approved certain individual
allowable non-audit services that may be provided by the
statutory auditors (at PwC).

in addition to of the Audit Committee meetings, the Chairman of
the Audit Committee was in regular personal and telephone
contact with the CFO and the auditors to discuss possible areas
of emphasis for the audit of the 2019 Annual Financial Statements
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as well as the focus of the work of the Audit Committee in fiscal
year 2020.

Activities of the General and Nomination Committee

The General and Nomination Committee held four meetings and
seven telephone conferences in 2019. It initially focused on the
remuneration system for the Management Board, which had been
criticized by voting rights advisors and was rejected by the 2019
Annual General Meeting, and the Remuneration Report. The
General and Nomination Committee developed a new
remuneration system together with external consultants. The
General and Nomination Committee prepared the Supervisory
Board's resolution on Bernd Kleinhens' departure and its terms
as well as the interim assumption of the rights and responsibili-
ties of the Chairman of the Management Board by Dr. Michael
Schneider, and subsequently led the search for an alternative
candidate for the position of Chairman of the Management Board
and the preparations for the search for a new CFO.

Activities of the Strategy Committee

The newly established Strategy Committee met twice in 2019.
At its first meeting, it initially defined the topics and structures of
the committee. In terms of its content, the committee dealt, among
other matters, with the structure of the industry segments, the
markets of relevance to NORMA Group and the long-term stra-
tegic planning based on an analysis of changing environmental
conditions, NORMA Group's foresight management and the
effects of climate change on NORMA Group’s business

Attendance of meetings, no conflicts of interest

All members of the Supervisory Board attended the four
Supervisory Board meetings and one closed meeting in 2019.
Due to the urgency of decisions, many conference calls had to be
arranged at very short notice, so that not all members of the
Supervisory Board were able to participate. Of the six conference
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calls, Dr. Knut Michelberger and Mark Wilhelms were both excused
from two calls each and Lars Berg, Rita Forst and Erika Schulte
from one call each. Glnter Hauptmann participated in all six con-
ference calls. Members of the Supervisory Board who were unable
to participate directly in a telephone conference subsequently
approved the resolutions adopted or were represented in the
resolution. All members of the Audit Committee, Dr. Knut
Michelberger (Chairman) and Erika Schulte as well as Rita Forst
(until May 21, 2019) and Mark Wilhelms (since May 22, 2019)
participated in the three meetings and four conference calls held
by the Audit Committee in 2019.

The four meetings and seven telephone conferences of the
General and Nomination Committee in 2019 were each attended
by all members, Lars Berg (Chairman), Glinter Hauptmann and
Dr. Knut Michelberger.

All members of the Strategy Committee, GlUnter Hauptmann
(Chairman), Rita Forst and Erika Schulte, also attended the two
meetings of the Strategy Committee in 2019.

There were no conflicts of interest between members of the
Supervisory Board and the Company in fiscal year 2019. Dr. Knut
Michelberger and Glnter Hauptmann are members of an advisory
board of a company that competed insignificantly with
NORMA Group. The Chairman of the Supervisory Board, the two
members of the Supervisory Board and the Management Board
had already discussed whether conflicts of interest could arise
from this activity and how they should be dealt with in such a
case. No conflicts of interest arose from these positions; from
today’s perspective, no competitive situation currently exists.

Information on the auditor

The 2019 Annual Financial Statements for NORMA Group SE
presented by the Management Board along with the Management
Report and the corresponding Consolidated Financial Statements
and Consolidated Management Report were audited by the
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auditing firm PricewaterhouseCoopers GmbH Wirtschaftspru-
fungsgesellschaft. The audit mandate for the 2019 financial state-
ments was issued on November 29, 2019.

The auditors Thomas Tilgner and Benjamin Hessel attended the
Supervisory Board meeting on the approval of the 2019 Financial
Statements on March 19, 2019, and the preparatory meeting of
the Audit Committee. They were succeeded by Stefan Hartwig
and Richard Gudd (from March 2019), who attended two Audit
Committee meetings on the respective agenda items relating to
the audit.

Approval of the 2019 Annual Financial Statements
and the Separate Non-Financial Statement for the
Group

The Consolidated Financial Statements of NORMA Group SE were
prepared in accordance with Section 315e of the German
Commercial Code (Handelsgesetzbuch, HGB) on the basis of
International Financial Reporting Standards (IFRS) as adopted in
the EU. The auditor issued an unqualified opinion for the 2019
Annual Financial Statements and Management Report of
NORMA Group SE as well as for the Consolidated Financial
Statements and Consolidated Management Report. The
documents pertaining to the financial statements, the
Management Board's proposal for the appropriation of net profit
and both auditors’ reports were submitted to the Supervisory
Board. The Audit Committee and the Supervisory Board in its
entirety thoroughly examined the reports and discussed and
scrutinized them in detail together with the auditor. The
Supervisory Board accepted the auditor’s findings and had no
objections.

The Supervisory Board then approved the 2019 Annual Financial
Statements of NORMA Group SE and the 2019 Consolidated
Financial Statements together with their respective Management
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Reports at its meeting on March 24, 2020. The Supervisory Board
approved the proposal on the appropriation of profits by the
Management Board. NORMA Group SE’'s Annual Financial
Statements are thereby adopted in accordance with Section 172
of the German Law on Stock Corporations (Aktiengesetz, AktG).

The Audit Committee and Supervisory Board also dealt with the
separate Group Non-Financial Report for NORMA Group prepared
by the Management Board as of December 31, 2019. The auditing
firm PricewaterhouseCoopers GmbH has conducted a limited
assurance test and issued an unqualified audit opinion. The
Management Board explained the documents in detail during the
meetings, while the representatives of the auditor reported on
the main findings of their audit and answered further questions
from the members of the Supervisory Board. The Supervisory
Board had no objections after reviewing these results.

Declaration of Conformity with the German
Corporate Governance Code

The Supervisory Board and Management Board dealt with the
requirements of the German Corporate Governance Code and
ratified the following Declaration on December 20, 2019:
“NORMA Group SE has complied with the recommendations of
the German Corporate Governance Code as amended on February
7, 2017 (published on April 24, 2017), by the German Federal
Ministry of Justice in the official section of the German Federal
Gazette (‘Bundesanzeiger’) since its last Declaration was sub-
mitted and will continue to comply with the recommendations.”
The Corporate Governance Declarations made by
NORMA Group SE are available on the Company’s website at
=) WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/,

The Supervisory Board would like to thank all employees of
NORMA Group all over the world along with the Management
Board for their personal efforts and successful work once again
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in fiscal year 2019. The Supervisory Board is confident that
NORMA Group will continue to develop positively in fiscal year
2020 and wishes the Management Board and its employees all
the best.

Maintal, March 24, 2020

Lars Magnus Berg

Chairman of the Supervisory Board
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Corporate Governance Report

The following is the Management Board’'s and Supervisory
Board'’s Declaration of Conformity in accordance with Section
289f of the German Commercial Code (Handelsgesetzbuch, HGB)
and the rules of the German Corporate Governance Code. The
management of NORMA Group is dedicated to achieving sus-
tained economic success while complying with the Company’s
social responsibility. Transparency, responsibility and sustainabil-
ity are the principles that determine its actions.

Declaration of Conformity with the German
Corporate Governance Code (GCGC)

The Supervisory Board and Management Board of NORMA Group
SE have thoroughly examined which of the German Corporate
Governance Code’'s recommendations and suggestions
NORMA Group SE should follow and explains deviations from the
recommendations and the reasons for deviating from the Code.
The current Declaration dated December 20, 2019, as well as all
the other Declarations are published on NORMA Group’s website.
] WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/

The Declaration dated December 20, 2019, is presented below:

With the following exceptions, NORMA Group SE has complied
since its last declaration was submitted, and will continue to
comply, with the recommendations of the German Corporate
Governance Code as amended on February 7, 2017 (published
on April 24,2017, by the German Federal Ministry of Justice in the
official section of the German Federal Gazette) (‘Bundesanzeiger’):
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1. With respect to the compensation of the members of
the Management Board, the Supervisory Board does
not take into account the compensation of the upper
management or the workforce as a whole (Section 4.2.2
para. 2 GCGC).
When determining the compensation of the Management
Board, the Supervisory Board, advised by an external
remuneration expert, also took into account the compensation
structure of the Company as well as the entire NORMA Group.
Due to NORMA Group’s dynamic development, the Supervisory
Board has so far not explicitly defined the upper management
or the workforce as a whole and, therefore, does not take
these groups or their development over time into account.

2. Under service agreements with members of the

Management Board, the remuneration of the Manage-
ment Board is not capped, either in total or in terms of
its variable compensation elements (Section 4.2.3 para.
2 sentence 7 GCGC).

The Supervisory Board may grant in its sole discretion a
special bonus for extraordinary achievements that is not lim-
ited by a maximum amount. The Supervisory Board does not
believe such a maximum amount to be required because the
Supervisory Board can ensure by specifically exercising its
discretion that the requirement of adequacy under Section
87 para. 1 of the German law on stock corporations is
complied with. To this day, the Supervisory Board has never
granted such a special bonus before.

Apart from that, the agreements with all current members of
the Management Board that were entered into since 2015
comply with the recommendations pursuant to Section 4.2.3
para. 2 sentence 7 of the GCGC.
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In addition, the management service agreements that were
entered into prior to 2015 depart from the recommendations
pursuant to Section 4.2.3 para. 2 GCGC as follows:

The maximum gross option profit from the Matching Stock
Program (MSP) for the Management Board is limited in total
to a percentage of the average annual (adjusted) EBITA during
the vesting period; so, a relative maximum limit that is
dependent on the Company’s success is applied rather than
a maximum monetary amount.

The maximum amount of the long-term variable remuneration
under the Long-Term Incentive Program is limited to 250% of
the amount that results based on the three-year average
value of the (adjusted) annual EBITA or the free cash flow
that the Company has budgeted multiplied by the respective
bonus percentages set in the employment contract.

Under these programs, payments are still made to former
members of the Management Board.

Two members of the Supervisory Board have already
reached the regular age limit (Section 5.4.1 para. 2
sentence 2 half sentence 4 GCGC).

The tenure of a Supervisory Board member shall not be
extended beyond his or her 70th birthday. Mr. Berg and Dr.
Michelberger are already older than 70. The Supervisory
Board is of the opinion that there is currently no reason to
prematurely end these mandates prior to the end of the
tenure. Membership in the Supervisory Board should mainly
depend on abilities and actual capacities.
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Publication of information in accordance with the
Section 289f of the German Commercial Code

The Remuneration Report for the last fiscal year, the auditor's
report, the applicable remuneration system and the last remu-
neration resolution are publicly available on the website
= WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/ONLINE-ANNUAL-
REPORT/

In addition, the rules of procedure of the Management Board and
Supervisory Board are available on the website
) WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/

Allocation of competences between the Management
and the Supervisory Board

NORMA Group SE uses a similar type of dual management system
that German stock corporations use. Here, the Supervisory and
Management Boards are separate bodies that have different
functions and powers. The Management Board manages the
Company under its own responsibility. The Supervisory Board
appoints, advises, monitors and dismisses members of the
Management Board.

The Management Board provides the Supervisory Board with
regular updates about its business policies, how the business is
developing, the position of the Company and any transactions
that could have a significant impact on profitability or liquidity.
The Management Board reports the key figures of the Group and
the current course of business to the Supervisory Board on a
monthly basis, in particular with regard to the published guidance
on the expected development of the Company. Based on the
written documents that were submitted to the Supervisory Board
in advance, the members of the Management Board report in
great detail on business developments and provide an outlook
on the expected future development of NORMA Group at the
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Supervisory Board meetings. Other recurring topics at all meetings
include the monthly and quarterly figures, risk analysis and
measures aimed at minimizing any risks that had been detected,
reports by the respective Committee Chairmen on the previous
meetings held and strategic projects. All Management Board
members participate in the Supervisory Board meetings. The
Supervisory Board convenes separately before or after meeting
with the Management Board.

The Chairman of the Supervisory Board and the Chairman of the
Management Board coordinate the collaboration of the two
Boards. They also remain in regular contact between Supervisory
Board meetings and discuss current corporate governance issues.
The Chairman of the Audit Committee and the CFO also confer
on these matters.

In accordance with the legal requirements, the bylaws of the
Management Board and NORMA Group's Articles of Association,
the Supervisory Board must approve certain important
transactions before they can be executed by the Management
Board and the Company’s employees. This applies not only to
measures at NORMA Group SE, but also to measures at its
subsidiaries. In order to ensure that the Management Board is
promptly informed of corresponding matters involving subsidiaries
so that it can request the approval of the Supervisory Board, a
hierarchical system of approval requirements organized by
functional areas, levels of responsibility and countries applies
worldwide at NORMA Group.

Management Board and regional management

The Management Board of NORMA Group SE is comprised of
two members: Dr. Michael Schneider (Chairman of the
Management Board and until further notice Chief Financial
Officer) and Dr. Friedrich Klein (Chief Operating Officer).
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Responsibilities of the
Management Board

Dr. Michael Schneider,
Chairman (CEQ, until further
notice also CFO)

TOO5

Legal and M&A

Risk Management
Compliance & Internal Auditing
Corporate Responsibility
Personnel

Group Development
Group Communications
Sales

Price Development
Product Management
Marketing

Regional Organization
Finance & Reporting
Controlling

Insurances

Treasury

Investor Relations

Dr. Friedrich Klein,
Member of the Management
Board (COO)

Production

Purchasing

Supply Chain Management
Global Excellence

Information & Communication
Technology (ICT)

Quality Assurance

ESG (Environment, Social, Gov-
ernance)

EHS (Environment, Health and
Safety)

Research and Development
Product Development

Product Management

Product Design

Technology Development
Project Management
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Bernd Kleinhens was responsible for Human Resources, Group
Development, Group Communications, Business Development,
including Sales, Marketing, Research and Development, Product
Development, Price Development and Product Management
before he left the Company on July 31, 2019.

In general, Management Board resolutions are passed by simple
majority. The Chairman has the deciding vote if the vote is tied.
However, the members of the Management Board are obliged to
make an effort to reach unanimous decisions. If a member of the
Management Board cannot participate in a vote, his vote will be
obtained at a later date. The entire Management Board is
responsible for matters of particular importance. In accordance
with the Management Board bylaws, these include the following
matters: producing the Management Board reports for the
purpose of informing the Supervisory Board and the quarterly
and half-yearly reports, fundamental organizational measures,
including the acquisition or disposal of significant parts of
companies and strategic and business planning issues, measures
related to the implementation and supervision of a monitoring
system pursuant to Section 91 (2) of the German law on stock
corporations, issuing the Declaration of Conformity pursuant to
Section 161 (1) of the German law on stock corporations, preparing
the Consolidated and Annual Financial Statements and similar
reports, convening the Annual General Meeting and inquiries and
recommendations by the Management Board that will be handled
and resolved by the Annual General Meeting. In addition, every
Management Board member may request that a specific issue
be dealt with by the entire Management Board. The Management
Board did not form any committees. Board meetings are usually
held at least once a month.

Every Board member is obliged to inform the Supervisory Board
immediately, but also the other members of the Management
Board, of any conflicts of interest. No such conflicts of interest
arose for a Board member in 2019.
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The Supervisory Board must approve any transactions between
NORMA Group companies on the one hand and a member of the
Management Board, related parties or businesses on the other
hand. No such transactions took place in 2019.

The Supervisory Board must also approve any secondary activities
by a member of the Management Board. It had already agreed
that CEO Dr. Schneider may continue to be a member of the
Supervisory Boards of two German companies. Dr. Klein does not
perform any secondary activities that are subject to approval.

The rules of procedure of the Supervisory Board provide that the
term of office of a member of the Management Board should not
be extended beyond his or her 65th birthday. Both members of
the Management Board are under 65 years of age and will not
reach 65 years of age during the term of their contracts.

The Supervisory Board has not yet decided on any long-term
succession planning for the Management Board.

Local Presidents in the three regions EMEA, Americas and APAC
are responsible for carrying out business on a daily basis. These
three Presidents report directly to the Chairman of the Management
Board. The entire Management Board of NORMA Group SE meets
at least once a year with the Presidents and their managers at
the local headquarters — Singapore for the Asia-Pacific region,
Auburn Hills, Michigan, for the Americas, and Maintal for the EMEA
region. In addition, individual members of the Management Board
meet regularly with the local teams. The managers at
NORMA Group work in a matrix structure in which they have both
a disciplinary as well as a technical supervisor.

In order to improve cross-regional cooperation, Product
Management, Product Design, Technology Development and
Project Management were created as new global functions in
2019. In this complementary structure, employees from
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engineering teams and project management primarily work
together on a cross-regional basis.

Supervisory Board: members, election and independence

The Supervisory Board of NORMA Group SE is comprised of the
following six members:

e Lars M. Berg (Chairman of the Supervisory Board)

e Erika Schulte (Vice Chairwoman of the Supervisory Board)
e GUnter Hauptmann

o Rita Forst

e Dr. Knut J. Michelberger

e Mark Wilhelms

They are all representatives of the shareholders. NORMA Group
SE is not a codetermined Company; therefore, employee
representatives are not represented on its Supervisory Board.

The members of the Supervisory Board are elected by the Annual
General Meeting. As the Supervisory Board had only five mem-
bers after the 2018 Annual General Meeting, Mark Wilhelms was
appointed by the court to serve as the sixth member in August
2018. Mark Wilhelms was then elected to the Supervisory Board
at the 2019 Annual General Meeting. His term of office ends at
the Annual General Meeting that resolves on the discharge of the
Supervisory Board for fiscal year 2023, but for no longer than six
years. The appointment of the other current Supervisory Board
members took place upon their election at the Annual General
Meeting on May 17, 2018, and ends with the conclusion of the
Annual General Meeting that resolves on the discharge of the
Supervisory Board for fiscal year 2022, but for no longer than six
years.

All members of the Supervisory Board are independent as defined
in Section C7/No. 5.4.2 of the GCGC. No member of the Supervisory
Board or close family member was previously a member of the
Management Board of NORMA Group SE or a member of the
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management of one of its predecessor companies, or had a
material business relationship with NORMA Group SE or any of
its dependent companies, either directly or indirectly as a
shareholder or in a responsible capacity of a company outside
the Group, or is a close family member of a member of the
Management Board in the year preceding his or her appointment.
Three of the six members, Lars Berg, Glnter Hauptmann and Dr.
Knut Michelberger, have been members of the Supervisory Board
of NORMA Group SE (or, prior to the conversion of NORMA Group
AG into NORMA Group SE in 2013, the Supervisory Board of
NORMA Group AG) since 2011, Erika Schulte has been a mem-
ber of the Supervisory Board since 2012, while Rita Forst and
Mark Wilhelms have been members of the Supervisory Board
since 2018, so that all members have been on the Supervisory
Board for less than twelve years.

There are no contracts for consulting or other services or work
between NORMA Group companies and a member of the
Supervisory Board.

The rules of procedure of the Supervisory Board stipulate that the
term of office of a Supervisory Board member should not extend
beyond his or her 70th birthday. Lars Berg and Dr. Knut
Michelberger have already exceeded this age limit.

Allmembers of the Supervisory Board are obligated to report any
conflicts of interest. Significant and not merely temporary conflicts
of interest for members of the Supervisory Board should lead to
the termination of the mandate. No such conflicts of interest arose
in 2019.

The Chairman of the Supervisory Board represents the Supervisory
Board externally. He organizes the work of the Supervisory Board
and chairs its meetings. The Supervisory Board can pass
resolutions by simple majority, whereby the Chairman has the
deciding vote if a vote is tied.
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The Supervisory Board evaluates its work annually as part of an
efficiency review, most recently in the spring of 2019. This was
carried out on the basis of a questionnaire and without the
involvement of other external consultants.

In fiscal year 2019, four ordinary meetings were held with the
Management Board and there was one closed meeting of the
Supervisory Board. All members of the Supervisory Board
attended these meetings. In addition, six telephone conferences
were held. Many of these conference calls had to be arranged at
very short notice due to the urgency of the decisions, so that not
all members of the Supervisory Board were able to participate.
Dr. Knut Michelberger and Mark Wilhelms were therefore excused
on two calls each, Lars Berg, Rita Forst and Erika Schulte on one
conference call each. Where they were unable to participate
directly in telephone conferences, they subsequently approved
the resolutions adopted or were represented in the resolution.
GuUnter Hauptmann participated in all six conference calls.

The Supervisory Board has three committees: the Audit
Committee, the General and Nomination Committee and the
Strategy Committee, which was newly established in May 2019.

The Audit Committee deals in particular with monitoring the
accounting process and the effectiveness of the internal control
and risk management systems as well as the audit of the Annual
Financial Statements, in particular through the independence of
the auditor, the additional services rendered by the auditor,
engaging the auditor, determining areas of audit emphasis and
agreeing to the auditor’s fees. The Audit Committee accompanies
the collaboration between NORMA Group SE and the auditors
and ensures that opportunities for improvement identified during
the audit are promptly implemented. It is responsible for preparing
the accounting documents and adopting the Supervisory Board's
resolution on the consolidated and separate financial statements.
Moreover, it is responsible for compliance and reviews the
compliance with statutory provisions and the internal guidelines.
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Dr. Knut Michelberger is the Chairman of the Audit Committee.
Its other members are Erika Schulte and, up until the 2019 Annual
General Meeting, Rita Forst, and Mark Wilhelms since
May 22, 2019. Mark Wilhelms and Dr. Knut Michelberger are inde-
pendent financial experts within the meaning of Section 100 para.
5 of the German Stock Corporation Act (AktG). Due in particular
to their many years of experience as a Chief Financial Officer and
Managing Director, they have special knowledge and experience
in the application of accounting principles and internal control
procedures.

Three meetings of the Audit Committee and four telephone
conferences were held in fiscal year 2019. All Audit Committee
members took part in the meetings and telephone conferences.

The General and Nomination Committee prepares personnel-
related decisions for the Supervisory Board with regard to the
composition of the Management Board and the Supervisory
Board. This committee has the following specific responsibilities:
preparing Supervisory Board resolutions regarding the formation,
amendment and termination of employment contracts with
members of the Management Board in accordance with the remu-
neration system approved by the Supervisory Board, preparing
Supervisory Board resolutions regarding legal applications to
reduce the remuneration of a Management Board member
pursuant to Section 87 (2) AktG, preparing Supervisory Board
resolutions regarding the structure of the remuneration system
for the Management Board, acting as representatives of the
Company to Management Board members who have left the
Company pursuant to Section 112 AktG, approving secondary
employment and external activities for Management Board
members pursuant to Section 88 AktG, granting loans to the
persons specified in Section 89 AktG (loans to members of the
Management Board) and Section 115 AktG (loans to members
of the Supervisory Board), approving contracts with members of
the Supervisory Board pursuant to Section 114 AktG and
proposing suitable candidates to the Annual General Meeting
when there is a vote on Supervisory Board members.
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The General and Nomination Committee is comprised of the
Chairman of the Supervisory Board, Lars Berg (Chairman of the
General and Nomination Committee), Glnter Hauptmann and
Dr. Knut Michelberger. The committee held four meetings and
seven telephone conferences in 2019 that all members partici-
pated in.

The Supervisory Board established a Strategy Committee with
effect from May 22, 2019. The Strategy Committee advises the
Management Board on NORMA Group SE's strategy, restructur-
ing, organic growth, mergers and divestitures and new
technologies.

GUnter Hauptmann (Chairman), Rita Forst and Erika Schulte are
the members of the Strategy Committee. This committee held
two meetings in 2019, both of which were attended by all
members.

D&O insurance

The company has also taken out D&O insurance for the members
of the Supervisory Board and the Management Board. The
deductible amounts to 10% of the loss up to an amount of 150%
of the fixed annual remuneration of the member of the
Management Board or Supervisory Board.

Other mandates of the Supervisory Board members

Exercised professions and other mandates on Supervisory Boards
or comparable Supervisory Bodies of the members of
NORMA Group’s Supervisory Board in fiscal year 2019 are shown
in —> TABLE 006,
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Other mandates of the Supervisory Board members

Supervisory Board member, exercised office

TOO6

Other mandates on Supervisory Boards and comparable committees

Lars M. Berg (Chairman),
Consultant

Chairman of the Supervisory Board of Greater Than AB, Stockholm,
Sweden (listed on the stock exchange)

Erika Schulte, (Vice-Chairwoman),
Managing Director of Hanau Wirtschaftsférderung GmbH

No seats on other boards or comparable committees

Rita Forst,
Consultant

Member of the Supervisory Board (Non-Executive Director) of AerCap
Holdings N.V., Dublin, Ireland (listed on the stock exchange) — since April
2019

Member of the Advisory Board of Joh. Winklhofer Beteiligungs GmbH & Co.
KG, Munich, Germany (not listed on the stock exchange)

Member of the Supervisory Board of ElringKlinger AG, Dettingen an der
Erms, Germany (listed on the stock exchange)

Member of the Advisory Board of Westport Fuel Systems Inc., Vancouver,
Canada (listed on the stock exchange)

Member of the Advisory Board of Metalsa, S.A. de C.V., Monterrey, Mexico
(not listed on the stock exchange) — until May 2019

Gunter Hauptmann,
Consultant

Member of the Advisory Board of Moon TopCo GmbH, Poing, Germany
(not listed on the stock exchange)

Dr. Knut J. Michelberger,
Consultant

Member of the Supervisory Board of Weener Plastics Group, Ede, The
Netherlands (not listed on the stock exchange)

Member of the Advisory Board (Deputy Chairman) of Racing TopCo GmbH,
Troisdorf, Germany (not listed on the stock exchange)

Member of the Advisory Board of Kaffee Partner Holding GmbH,
Osnabriick, Germany (not listed on the stock exchange)

Member of the Advisory Board of Tegimus Holding GmbH, Frankfurt,
Germany (not listed on the stock exchange)

Member of the Advisory Board of Moon TopCo GmbH, Poing, Germany
(not listed on the stock exchange)

Mark Wilhelms,
Chief Financial Officer at Stabilus S.A.

No seats on other boards or comparable committees
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Targets for the share of women

As early as 2015, the Supervisory Board of NORMA Group SE
had set targets for the Supervisory Board and Management Board
of NORMA Group SE and the Management Board for the
management level of NORMA Group SE below the Management
Board as well as a time limit for implementing them. These targets
were adjusted as follows in 2017:

The target figure for the share of women on the Supervisory Board
is two female members (out of a total of six). For the Management
Board, the target is zero. For the top management level of
NORMA Group SE, the target figure is a 25% share of women.
The aforementioned new targets are expected to apply until June
30,2022. They were all achieved or exceeded in fiscal year 2019.

The Management Board is currently comprised solely of men. The
target figure for the share of women on the Management Board
was set at zero in 2017 because the Supervisory Board assumed
at the time that no new members would be appointed to the
Management Board before 2022 and it would therefore be
impossible to appoint a woman. The Board did not want to set a
target figure that, from the perspective of that time, could not
have been met. According to the rules of procedure of the
Supervisory Board, the Supervisory Board is to pay attention to
diversity in the composition of the Management Board. In the
context of the current search for a new member of the Management
Board, the Supervisory Board is ensuring that female candidates
are also explicitly included in the selection process. The outcome
of this search is still open.

At NORMA Group SE, the first management level comprises all
persons who are Executive Vice Presidents or Vice Presidents,
report directly to the Management Board, assume management
responsibilities and bear personnel responsibility. Although the
share of women in the first management level was 50% when
the resolution was passed in 2017 (as in 2015), the Management
Board had set the target figure for the share of women in the first
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management level at at least 25%. This neither meant a reduction
in the share of women nor ruled out the possibility that the share
of women would rise to over 50%. In fact, the share of women
rose from 50% to 60%. Among the total of five persons (previously
four) who now form the first management level below the
Management Board, there are now three women. The target figure
of 25% was thus exceeded. NORMA Group SE does not have a
second management level for which the Management Board
would also have had to set targets.

At NORMA Group, targets for the Management Board, the
Supervisory Board and the top two levels of management were
also set for another company, NORMA Germany GmbH. This
company is not listed, but codetermined, and is headed by a
Managing Director.

Competence profile, no separate diversity concept

The objectives for the composition of the Supervisory Board
include that all members be independent, no member works for
a competitor of NORMA Group, no member who is on the
Management Board of a listed company has more than two
Supervisory Board mandates in listed companies, no member of
the Supervisory Board has significant conflicts of interest and
each member complies with a statutory limit of 15 years for the
term of office. These goals have all been met. In addition, the
Supervisory Board should pay attention to international activities
and diversity in proposals for the election of new members. The
Supervisory Board has one Swedish member while the other
members are German citizens. The current members satisfy the
competence profile for the Supervisory Board as a whole. Some
members have special knowledge of the industry and
NORMA Group's markets, in particular the automotive industry,
and NORMA Group’s business model. Several members have
experience as executives or members of Supervisory Boards as
well as international experience. At least one member has
expertise in accounting, auditing and controlling. Other areas in
which members of the Supervisory Board have special knowledge
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include risk management, internal control systems and compliance,
capital market experience and knowledge of IT systems, including
ERP systems. The members of the Supervisory Board also have
sufficient time to perform their duties.

No separate diversity concept within the meaning of Section 289f
(2) No. 6 HGB has been prepared for the Supervisory and
Management Boards of NORMA Group SE. The rules of procedure
of the Supervisory Board already stipulate that certain aspects,
which the law cites as an example of a concept of diversity, should
be taken into consideration in the case of nominations for the
elections to the Supervisory Board and the appointment of
Management Board members. Diversity should be taken into
account in the composition of the Management Board as well as
in election proposals for the election of Supervisory Board
members. Further requirements for the Supervisory Board already
arise from the goals and rules of the procedure described above.
The Management Board also has an age limit of 65, which is met
by all members.

Shareholders and Annual General Meeting

The shareholders of a Societas Europaea decide on the Company’s
important and fundamental matters. The shareholders exercise
their voting rights at the Annual General Meeting, which takes
place at least once every year. The Annual General Meeting
decides on how earnings will be distributed, the discharge of the
Management Board and the Supervisory Board, the election of
the auditor, but also on amendments to the Articles of Association
and other topics.

Shareholders are entitled to vote if they are registered in the
shareholders’ register of NORMA Group SE and provide
NORMA Group SE or another location specified in the invitation
with written notice, in German or English, at least six days before
the Annual General Meeting that they will be attending. Each
share entitles the bearer to one vote.
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NORMA Group SE publishes the invitation and all documents that
must be made available at the Annual General Meeting promptly
on its website. Information regarding the number of attendees and
the voting results are published there following the Annual General
Meeting. &= WWW.NORMAGROUP.COM/CORP/EN/INVESTORS/AGM/

Shareholdings of the Management and
Supervisory Board

Of the total of 31,862,400 shares in NORMA Group SE, the current
members of the Management Board held together 0.03% of the
shares on December 31, 2019. The current members of the
Supervisory Board held no shares.

Directors’ Dealings

Members of the Management Board and the Supervisory Board
and related parties are obliged to disclose Directors’ Dealings
in NORMA Group SE shares if the value of these transactions
reaches or exceeds EUR 5,000 or EUR 20,000 from
January 1, 2020, on.

The following transactions were reported as Directors’ Dealings
in 2019:
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Directors’ Dealings TOO7
Type of financial ~ Type of trans- Date of Place of Average price
Buyer/Seller instrument action transaction  transaction  per share Volume Total value
Share Tradegate EUR
Bernd Kleinhens, CEO!  (DEOOOA1H8BV3) Purchase May 13,2019 Exchange EUR 38.54 1,300 shares 50,102.00
Dr. Michael Schneider, Share Tradegate EUR
CEO? (DEOOOA1H8BV3) Purchase May 14, 2019 Exchange EUR 38.3072 2,650 shares 101,514.08
Stuttgart
Stock
Exchange -
Share Sparkasse EUR
Dr. Friedrich Klein, COO  (DEOOOA1H8BV3) Purchase June 11,2019 ALK EUR 36.94 500 shares 18,470.00

1_CEO until the end of July 31, 2019.
2_CEO since November 2019, formerly CFO.

Stock option plans and equity-based
incentive programs

The principles of management remuneration are described in the
Remuneration Report which is part of the Management Report.
—> REMUNERATION REPORT, P. 102

A Long-Term Incentive Program (LTI) was introduced in fiscal year
2013 for the second management level that allows employees
to participate in NORMA Group’s success over the medium term.

Compliance

NORMA Group’s compliance organization seeks to prevent
violations of laws and other rules, in particular through preventive
measures. Nevertheless, if there is evidence of violations, these
matters are investigated promptly and thoroughly and the
necessary consequences are taken. Findings will be used to take
steps to reduce the risk of future violations.
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Group-wide compliance activities are managed by the Chief
Compliance Officer of NORMA Group, who reports to the CEO. In
addition to the Compliance Department in place at Group level,
there are compliance officers at the regional and company levels.
The three regional Compliance Officers for the EMEA, Americas
and Asia-Pacific regions report to the Chief Compliance Officer.
In addition, each operating Group company has its own local
Compliance Officer, who reports to the respective Regional Com-
pliance Officer. The Supervisory Board monitors compliance with
the compliance rules vis-a-vis the Management Board.

The compliance organization conducts risk analyzes together with
the relevant units, functions and departments in order to determine
and monitor the risk profile of countries, Group companies and
functions. On this basis, it identifies the need for action and initi-
ates corresponding measures. Specific employee training courses
are held regularly on selected risk areas and important current
topics or developments. In 2019, for example, the Compliance
Department coordinated a global data protection training course
and conducted on-site training sessions at select locations
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focusing on corruption prevention. Besides training on specific
focus topics, all employees worldwide are trained on the basic
compliance rules and important contents of the compliance guide-
lines (in personal or online training sessions), and participation in
these training courses is monitored. In fiscal year 2019, the global
training concept was also revised and the content of the online
training courses updated. The updated training courses will be
available to employees in the new fiscal year 2020. In addition,
employees regularly receive relevant, up-to-date compliance
information on a case-by-case basis via various information
channels such as the intranet site, brochures, e-mails or notices.

The compliance guidelines of NORMA Group are an important
means of communicating to employees the compliance
understanding of NORMA Group and of demonstrating their
ethical and legal obligations. All compliance documents are
reviewed regularly and, if necessary, adapted to new legal or
social requirements and thus always kept up to date. Such a
comprehensive review and update of the guidelines was carried
outin fiscal year 2019. Particular attention was paid to updating
the content as well as to practice-oriented and easily understand-
able presentation of the contents. The updated guidelines will be
made available to employees in the coming fiscal year. Suppliers
have their own ‘Supplier Code of Conduct.’ It is intended to help
ensure that laws and ethical rules are observed within the
NORMA Group supply chain. This was also reviewed and updated
in fiscal year 2019 and will be made available in fiscal year 2020.
A compliance manual also defines in detail the specific areas of
responsibility and regulatory areas, describes basic compliance
processes, and provides a summary of key compliance issues
related to the corresponding compliance guidelines. The compli-
ance manual, as well as the compliance guidelines, are reviewed
regularly for changes and updated, if necessary.
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NORMA Group encourages its employees to report breaches of
regulations and internal policies for all hierarchies. Besides directly
approaching superiors, the personnel department or Compliance
Officers, an Internet-based ‘whistleblower system’ is available for
this purpose. With this whistleblower system, company-internal
and external parties can report suspicious cases to the compliance
organization of NORMA Group and, if necessary, preserve their
anonymity. The electronic whistleblowing system currently in use
was also subjected to a comprehensive conceptual review in fiscal
year 2019. In the future, the system will be expanded to include
supplementary functionalities that provide the compliance
function with an integrated compliance tool. This will not only
further improve the procedure of processing reports, but will also
successively map additional compliance processes with system
support. This is intended to increase the effectiveness and
efficiency of the processes as well as the user-friendliness for
employees.

The members of the compliance organization always follow up
on references to compliance violations. If violations of compliance
rules are discovered or weaknesses in the organization are
identified, management takes the necessary action promptly in
cooperation with the compliance organization. Depending on the
individual case, these measures range from targeted additional
training and changes in organizational processes to disciplinary
means, including termination of employment.
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Corporate Responsibility and ESG

As Corporate Responsibility and ESG issues become more import-
ant, the Supervisory Board, Management Board and employees
are paying more attention than ever to the resulting aspects. For
example, NORMA Group is focusing on water management and
the transformation to more environmentally friendly drive
systems. The strategy and specific goals of Corporate
Responsibility are explained in particular in the separate
non-financial Group Report. On the Management Board,
Dr. Michael Schneider is responsible for Corporate Responsibility
and Dr Friedrich Klein for ESG.

Information on the auditor and internal rotation

PricewaterhouseCoopers GmbH Wirtschaftsprifungsgesellschaft
(PwC), Frankfurt/Main, audited the financial statements of
NORMA Group SE and its predecessor companies as well as the
Consolidated Financial Statements for the fiscal years 2010 to
2019. Furthermore, PwC retroactively audited the years 2009
and 2010 for the prospectus as part of the IPO in 2011.

Following the internal rotation at PwC, Mr. Stefan Hartwig acted
as the auditor signing on the left and Richard Gudd as the auditor
signing on the right for fiscal year 2019. Mr. Hartwig held the
position of the responsible auditor for the first time in 2019,
Mr. Gudd already acted as the auditor signing on the right for
fiscal years 2016 and 2017.
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Consolidated Management Report

Principles of the Group
Business model

NORMA Group is an international market and technology leader
in the area of advanced and standardized connecting technology
With its 29 production sites and numerous sales offices, the Group
has a global network with which it supplies more than 10,000
customers in more than 100 countries. NORMA Group's product
portfolio includes more than 40,000 high-quality joining products
and solutions in the following three product categories: water
management (WATER), fluid systems and connectors (FLUID)
and clamps and joining elements (FASTEN). The products
NORMA Group offers are used across industries in a wide range
of applications, whereby the product specifications differ
depending on the application and customer requirements.

High customer satisfaction forms the foundation of NORMA Group's
continued success. The main factors here are the customized
system solutions, the global availability of products in consistently
high quality, delivery reliability and a strong brand image.

Organizational structure
Corporate legal structure

NORMA Group SE is the parent company of NORMA Group. It
has its headquarters in Maintal near Frankfurt/Main, Germany.
NORMA Group SE serves as the formal legal holding of the Group.
It is responsible for the strategic management of business
activities. In addition, it is also responsible for communicating with

the Company’s most important target audiences as well as Legal
and M&A, Compliance, Risk Management and Internal Revision.

Group-wide central management responsibilities such as IT,
Treasury, Group Accounting and Group Controlling, for example,
are all based at the 100% subsidiary NORMA Group Holding
GmbH whichis also located in Maintal. Three regional management
teams located in Auburn Hills (USA), Maintal (Germany) and
Singapore steer the specific holding activities for the three regions
Americas (North, Central and South America), EMEA (Europe,
Middle East and Africa) and Asia-Pacific (APAC).

As of December 31, 2019, NORMA Group SE holds shares in 51
companies that belong to NORMA Group either directly or indi-
rectly and are fully consolidated. In fiscal year 2019, there were
no changes of the legal structure of the Group. — NOTES, P. 139

Group management

NORMA Group SE has a dual management system that consists
of a Management Board and a Supervisory Board. The
Management Board manages the Company under its own
responsibility, while the Supervisory Board advises and monitors
the Management Board. In fiscal year 2019, the following
personnel changes took place in the Management Board:

Bernd Kleinhens, Chairman of the Management Board of
NORMA Group, resigned from the Management Board by mutual
agreement effective July 31, 2019. Dr. Michael Schneider then
took over the duties of Chairman of the Management Board in
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addition to his role as Chief Financial Officer. In November 2019,
the Supervisory Board appointed Dr. Schneider as the new
Chairman of the Management Board of NORMA Group. Dr.
Schneider will also continue to serve as Chief Financial Officer
until further notice in addition to his position as Chairman. The
Management Board of NORMA Group SE thus currently consists
of two members. Dr. Friedrich Klein, Chief Operating Officer (COO),
is the other member of the Management Board. In November
2019, the Supervisory Board initiated the search for a suitable
candidate for the position of Chief Financial Officer and will most
likely decide on the position in the months to come.

In accordance with the Articles of Association, the Supervisory
Board of NORMA Group SE consists of six independent members
elected by the shareholders at the Annual General Meeting. Lars
Magnus Berg is the Chairman of the Supervisory Board. Erika
Schulte is the Deputy Chairwoman. Mark Wilhelms was elected
a member of the Supervisory Board by the Annual General
Meeting on May 21, 2019. Mark Wilhelms had already been
appointed a member of the Supervisory Board of NORMA Group
SE by court order in August 2018 after the Supervisory Board
temporarily consisted of only five members following the dismissal
of Dr. Stefan Wolf, who had served as Chairman of the Supervisory
Board for many years.

Mark Wilhelms has been a member of management of Stabilus
S.A., Luxembourg, since 2009. In 2014, he was appointed Chief
Financial Officer (CFO) of Stabilus S.A. and Managing Director of
Stabilus GmbH. Mark Wilhelms has many years of experience
and expertise in both finance and information technology (IT), for

46



1 INTRODUCTION 2 TIMES ARE CHANGING

which he was responsible at management level in the interna-
tional automotive industry.

Detailed information on the composition of the Management
Board and the Supervisory Board, as well as the distribution of
responsibilities among themselves, can be found in the Corporate
Governance Report, which forms part of the Annual Report. The
Statement of Corporate Governance pursuant to Section 289f
HGB, including the Declaration of Conformity pursuant to Section
161 AktG, a description of the procedures of the Management
Board and the Supervisory Board, relevant information on
corporate governance practices and a declaration regarding the
concept of diversity to be disclosed under the CSR Directive
Implementation Act are also part of the Corporate Governance
Report. — CORPORATE GOVERNANCE REPORT, P. 37

Operative segmentation by regions

NORMA Group’s strategy is based, among other considerations,
on regional growth targets. In order to achieve these, the opera-
tive business is managed by the three regional segments EMEA,
the Americas and Asia-Pacific. All three regions have networked
regional and cross-company organizations with different
functions. The internal Group reporting and control system that
Management uses is also therefore quite regional in nature.
Distribution Services is based on regional and local priorities.

Products and end markets
Product portfolio
The products that NORMA Group offers can for the most part

technologically be divided into the three product categories water
management (WATER), fluid systems and connectors (FLUID) and
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clamps and joining elements (FASTEN). These functions have been
established globally and inter-regional in fiscal year 2019 to
improve the supraregional collaboration.

The WATER product portfolio includes solutions for applications
in the sectors of storm water management and landscape
irrigation, but also joining components for infrastructure solutions
in the area of water.

The FLUID products are single or multiple layer thermoplastic
plug-in connectors and fluid systems that reduce installation
times, ensure reliable flow of liquids or gases and occasionally
replace conventional products such as elastomer hoses.
NORMA Group's fluid products are used in thermal management
systems in hybrid and electric vehicles, among other applications.

The product group FASTEN includes a wide range of clamp
products and connecting elements that are made from standard
or stainless steel and are mainly used to clamp and seal hoses
as well as to connect and to fix metal and thermoplastic pipes.

NORMA Group's advanced Engineered Joining Technology is used
in all applications in which pipelines, tubes and other systems
need to be connected together. Because joining technology plays
arolein nearly allindustries, NORMA Group serves many different
end markets. Besides the automotive, commercial vehicle, and
aviation industry, NORMA Group is also active in the construction
and mechanical engineering industry, the pharmaceutical and
biotechnology fields, agriculture and the drinking water supply
and irrigation industry. NORMA Group products are also used in
consumer products such as home appliances.
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Two complementary distribution channels

NORMA Group supplies its customers via two different sales
channels,

Engineered Joining Technology - EJT
and
Distribution Services — DS.

The two distribution channels differ in terms of the degree of
specification of the products, while having intersections in
production and development. This enables cost benefits and
ensures the highest quality standards.

The area of EJT includes sophisticated, individually customized
joining technology and is particularly characterized by close
development partnerships with OEMs (original equipment
manufacturers). NORMA Group’'s central development
departments and resident engineers work together with the
customer on developing solutions for specific industrial challenges.
Due to the constant proximity to customers in the area of EJT,
NORMA Group’s engineers gain comprehensive knowledge and
a deep understanding of the various challenges their end markets
and customers face. As a result, they generate substantial added
value for the customers and contribute to their economic success.
Such development partnerships result in high-technology products
that are designed not only to meet the needs of customers with
respect to efficiency and performance, but that also take aspects
such as weight reduction and quick installation into consideration.
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1_The graph gives an overview of the operating companies
of NORMA Group. The company names correspond to the internally used
company names. A complete list of the Group companies and
NORMA Group’s shareholdings as of December 31, 2019, can be found in
the corresponding —> NOTES ON P. 139.

2_NORMA China is organizationally assigned to the Asia-Pacific segment. In
terms of company law, it belongs to NORMA Group Holding GmbH.
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Via its Distribution Services (DS), NORMA Group markets a
broad range of high-quality, standardized brand products. In
addition to its own global distribution network, the Company also
relies on multipliers such as sales representatives, retailers and
importers. Its customers include, among others, distributors,
specialized wholesalers, OEM customers in the aftermarket seg-
ment, do-it-yourself stores and applications in smaller industries.
The brands ABA®, Breeze®, Clamp-All®, CONNECTORS®, FISH®,
Five Star®, Gemi®, NDS®, NORMA®, Raindrip® R.G.RAY®, Serflex®
TORCA® and TRUSTLENE® exemplify technological know-how,
high quality and reliability and meet the technical standards of
the countries in which they are sold.

NORMA Group combines its expertise in developing tailor-made
solutions for industrial customers (EJT) with its global sales of
high-quality standardized brand products (DS) to realize not only
cross-selling effects, but also numerous synergies in production,
logistics and sales. The Company also benefits from significant
economies of scale and scope thanks to the diversity and high
volumes of its product offerings, a clear distinction from its smaller,
generally more specialized competitors.
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Market and competitive environment

With its products, NORMA Group provides solutions for numerous
industrial applications. Its expertise covers thermoplastic materials
(WATER and FLUID) as well as metal-based connection solutions
and products (FASTEN). Thanks to the unique combination of
expertise in both metal and plastics processing and the broad
diversification of its product portfolio, NORMA Group can offer its
customers a wide range of solutions to different problems from
a single source and thus distinguishes itself from its competitors
who mainly specialize in individual product segments.

In the area of Engineered Joining Technology, especially in the
area of FASTEN and FLUID, NORMA Group operates in a highly
fragmented market, which is characterized by a very heteroge-
neous structure due to the abundance of specialized industrial
companies. In this environment, NORMA Group sees itself as a
provider of tailor-made, value-creating solutions that are geared
to the specific needs of the customer and are the result of long-
term development partnerships. With its international business
alignment and its cross-industry customer base, NORMA Group
distinguishes itself from its mostly regional competitors. Thanks
to its strong focus on innovation, NORMA Group offers its
customers especially temperature and pressure resistant products,
as well as weight and assembly time optimized products that
clearly stand out from the competition.

In the much more standardized sales channel Distribution
Services, NORMA Group operates in mass markets and competes
primarily with providers of similar standardized products. It
differentiates itself from them particularly through its strong
brands that are the result of a deliberate brand policy that focuses
on the regional needs of its customers. In addition, customers
appreciate the high quality of service. NORMA Group offers its
trade customers a complete range of products that meets all of
their end users’ needs as well as short delivery times and
permanent availability.
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Goals and strategy
Increase in value

The long-term strategy of NORMA Group is based on the “Vision
2025, which was launched by the Management Board in 2018.
The Vision 2025 includes increasing the value creation of
NORMA Group as its central objective, building on NORMA Group's
successful entrepreneurial development and focusing on sus-
tained sales growth, profitability above the industry average and
the efficient deployment of capital. On its way to achieving these
goals, NORMA Group is pursuing a stakeholder-oriented approach
that is geared both toward the demands of its customers for
innovative and value-creating solutions and to the interests of its
shareholders and suppliers. In order to achieve these goals,
NORMA Group seeks to offer its employees an environment
geared toward continuous improvement, thereby strengthening
its position as the employer of choice. At the same time,
NORMA Group regards it as a central component of its corporate
responsibility to reconcile the effects of its business activities with
the expectations and needs of society. For this reason, the
Management Board's goal is to base all entrepreneurial decisions
on the principles of responsible corporate management and
sustainable action. Corporate Responsibility (CR), NORMA Group's
responsibility towards people and the environment, is therefore
regarded as an integral part of the Company strategy. — 2019 CR
REPORT

NORMA Groups' strategy for the long-term increase in value is
based on the following key objectives and strategic measures:
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Profitable growth

Increasing the Company’s value is the primary objective of
NORMA Group. In each regional segment and in both sales
divisions (EJT and DS), the focus is on the ongoing profitable
expansion of business activities and increasing market share. At
the heart of NORMA Group’s growth strategy is the expansion of
its product portfolio and regional presence, as well as the opening
up of new end markets. The continuous expansion of application
solutions for current EJT customers, the identification and
acquisition of new EJT customers, the deepening of the customer
base in Distribution Services (DS) and the identification of new
markets with attractive growth potential will all be used to expand
business activities and further strengthen the Group’s international
presence. In identifying new end markets, NORMA Group places
a strategic focus on niche markets with attractive margins,
advanced products, strongly growing sales potential and a
fragmented competitive structure. The goal is to achieve broad
diversification in the end markets through the targeted transfer
of knowledge to new, high-growth industries. This will strengthen
the sustainable earnings profile, the independence from economic
influences and the stability of the business. Global megatrends
such as climate change and resource scarcity offer NORMA Group
attractive growth potential. The strategic focus is therefore on
future-oriented applications in the fields of water management
and electromobility. — PRODUCTS AND END MARKETS, P. 47
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Sales by distribution channel * G008
61% (63%)
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BT

o 39% (37%)

DS

1_Previous year’s values in brackets.

Selective product portfolio

The technological requirements placed on the end products of
NORMA Group customers are constantly changing. Increasing
environmental awareness, scarcity of resources and growing cost
pressures play a major role in almost every sector of industry.
Furthermore, the automotive and commercial vehicle industries,
in particular, are subject to stricter emission regulations and
special requirements for the materials used. This is also
accompanied by increasing technological change, away from
conventional combustion engines towards alternative powertrain
techniques such as hybrid or electromobility. — LEGAL AND
REGULATORY INFLUENCING ASPECTS, P. 60 These form the starting
point for the development of new products. NORMA Group
focuses on value-enhancing solutions that support its customers
in reducing emissions, leaks, weight, space and assembly time.
Furthermore, NORMA Group helps its customers to optimize the
use of scarce resources, for example in water management.
Innovations play an important role in meeting the increasing
customer demands that accompany each new production cycle.
This is why NORMA Group's more than 300 engineers and
developers are constantly working on developing new products
and optimizing the currently used processes and systems. An
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important focus here is on the development of solutions for
electromobility. This offers NORMA Group numerous opportunities,
particularly in the field of vehicle thermal management. In order
to sustainably strengthen its innovative strength, the Group plans
to invest around 5% of its EJT sales in research and development
activities each year. — RESEARCH AND DEVELOPMENT, P. 55

Although the joining products that NORMA Group sells make up
a relatively small value proportion of the final product, they are
often mission-critical. Sticking to the highest quality standards
and stringent quality management throughout the entire Group
therefore play a crucial role. —> QUALITY MANAGEMENT, P. 75 A
strong brand strategy geared toward regional growth targets, as
well as ensuring first-class service quality and product
availability at all times, are also important success parameters.
NORMA Group ensures this through its worldwide sales network.

Selective acquisitions to

supplement organic growth

By making select acquisitions, NORMA Group contributes to the
diversification of its business and strengthens its growth.
Acquisitions are therefore an integral part of the Company’s long-
term growth strategy. NORMA Group observes the joining
technology market continously and contributes to its consolida-
tion through targeted acquisitions. In total, NORMA Group has
acquired 14 companies since the IPO in 2011 and integrated them
into the Group. The main focus of M&A activities is always on
companies that help to realize the diversification objectives of
NORMA Group, to strengthen its competitive position and/or to
generate synergies. The preservation of growth and high
profitability also play an important role. The search for suitable
companies focuses on the automotive and water management
sectors. Since acquiring the US water specialist National
Diversified Sales (NDS) in fiscal year 2014, NORMA Group has
built up an established market position in the fast-growing water
industry, which is to be expanded through further acquisitions in
this area.
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Control system and control parameters

The consistent focus on the Group objectives mentioned is also
reflected in the internal control system at NORMA Group, which
relies on both financial and non-financial control parameters.

Important financial control parameters

The following value-based indicators, which have a direct impact
on value creation at NORMA Group, are among the Company’s
most important financial performance indicators: organic Group
sales growth, profitability (adjusted EBITA margin) and net
operating cash flow. These key figures form NORMA Value Added
(NOVA), a central strategic target figure. Since NOVA is also a
reference value for the long-term remuneration of the Management
Board, it was added to the control system in fiscal year 2018.
—> REMUNERATION REPORT, P. 102

Organic sales growth

As a growth-oriented Company, NORMA Group attaches
particular importance to profitable sales growth. The Group seeks
to achieve short- and medium-term growth above the market
average. This refers to internal growth excluding currency effects.
In addition, sales revenues from newly acquired companies are
reported separately within the first 12 months of initial
consolidation (sales revenues from acquisitions).

Due to the broad market structure in the area of joining technol-
ogy, the Management Board is guided by internal analyses as
well as studies by leading economic research institutes on the
development of the gross domestic product of the respective
regions and on the production and sales figures of the relevant
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Important financial control parameters G010

Profitability

Capital Efficiency

Organic Group

sales growth Adjusted Net operating
(adjusted for EBITA margin cash flow NOVA
acquisitions and  Adjusted EBITA ~ Adjusted EBITDA Adjusted EBIT
currency effects)  in relation to + A working _ Taxes
Group sales capital — Capital costs
—investments

(WACC x capital
employed)

customer industries in developing the forecast on the expected
development of sales. In addition, the Management Board
observes certain early indicators, such as customer order patterns
in the retail business (Distribution Services) and the order book
in the area of Engineered Joining Technology (EJT).

Adjusted EBITA and adjusted EBITA margin

The adjusted EBITA (EBITA before special influences) is the most
important internal and external performance indicator for ongoing
operations. In order to be able to make a long-term comparison
and for a better understanding of how the business is
developing, NORMA Group adjusts the operating result by certain
expenses, for example those that are related to acquisitions.
—> NOTES, P. 148
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Adjusted EBITA margin (EBITA as a percentage of sales) as
another key indicator for the NORMA Group provides information
on the profitability of its business activities. In order to maintain
the adjusted EBITA margin and thus the Group's profitability at
its high level, NORMA Group continuously works on optimizing
its business processes and structures.

To determine the EBITA target margin, both the historic perfor-
mance and the planning of individual business units are taken
into consideration. The target margin for the Group is determined
as the weighted average of the divisions. Price development of
the raw materials that are most important to the NORMA Group
serves as an early indicator of changes in major cost items, such
as material costs. For this reason, the respective markets and raw
material prices are constantly monitored and the prices of key
materials are contractually fixed.

Net operating cash flow

In order to maintain the Group’s financial independence and
solvency at all times, NORMA Group is guided by net operating
cash flow in addition to the aforementioned key figures. Net
operating cash flow includes the most important cash-effective
items that can be influenced by the individual business units and
provides information on whether NORMA Group can finance its
operating business out of its cash flow. It is calculated on the basis
of the adjusted EBITDA plus changes in working capital minus
capital expenditures. The key approaches to improving net
operating cash flow are therefore to increase sales, to improve
the adjusted operating result (adjusted EBITDA) and to engage
in sustained value-enhancing investment activity. In addition,
consistent management of working capital also has a positive
effect on net operating cash flow.
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NORMA Value Added (NOVA)

NORMA Group’s goal is to use the capital provided by its
shareholders and lenders as efficiently as possible in order to
secure the Group's long-term positive development. In order to
manage this, NORMA Group determines the annual value creation
in the form of NORMA Value Added (NOVA), which is calculated
on the basis of adjusted EBIT, the tax rate and the cost of capital.
The cost of capital is defined by the weighted average cost of
capital (WACC) and capital employed (equity plus net debt).

NOVA =
(adjusted EBIT x (1 - t)) — (WACC x capital employed)
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Capital employed as of beginning of the TO09
year (Jan 1)*

2019 2018
Equity (in EUR million) 602.4 534.3
Net debt (in EUR million) 400.3 344.9
Capital employed (in EUR million) 1,002.8 879.2

The cost of capital rate is calculated on the basis of the following
assumptions and calculations:

Adjusted EBIT after taxes? TOO8
2019 2018
Assumptions for the calculation TO10
1

Adjusted EBIT (in EUR million) 135.0 1645 ©Of the WACC

no
Group tax rate (in %) 27.1 249 N% 2019 2018
Taxes (in EUR million) 36.7 41.0 Risk-free interest rate 0.20 0.39
Adjusted EBIT after taxes Market risk premium 7.50 6.50
(in EUR million) 98.4 1235

Beta factor of NORMA Group 1.33 1.28
— WACC x capital employed 81.1 62.8

Cost of equity rate 11.01 9.41
NOVA (in EUR million) 17.3 60.8

Borrowing cost rate after taxes 1.79 1.85

WACC after taxes 8.09 7.14

The base interest rate is derived from the interest rate structure
data of Deutsche Bundesbank (three-month average: October 1
to December 31). The market risk premium represents the

The values considered for the calculation of NOVA are shown without the effects of IFRS 16 as these are relevant for the management remuneration.
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difference between the expected return of a risky market portfolio
and the risk-free interest rate. NORMA Group uses the
recommendation of the Institut der Wirtschaftsprifer (IDW) to
determine this risk premium. The betafactor represents the
individual risk of a share compared to a market index. It is first
determined as the average value of the unindebted beta factors
of the peer group and then adjusted to NORMA Group’s individ-
ual capital structure. The cost of equity is calculated by adding
the risk-free interest rate and the weighted country risk of
NORMA Group with the product of the market risk premium and
the indebted beta factor of the peer group. The credit spread used
to calculate the cost of debt was determined on the basis of the
terms of the current external financing of NORMA Group. Invested
capital is calculated from consolidated equity plus net financial
liabilities as of January 1 of the fiscal year.

The financial control parameters are planned and continuously
monitored in the Group, but also for the most part at the segment
and Group company levels. Deviations between planned and
actually achieved values are tracked in the local companies and
aggregated at the regional segment level as part of the monthly
analysis. Business development is regularly forecast on the basis
of available monthly and quarterly results and under the
assumption of various scenarios.

Important non-financial control parameters

The most important non-financial control parameters for
NORMA Group include the extent of market penetration, the
Group's power of innovation, the problem-solving behavior of its
employees and the sustainable overall development of
NORMA Group as a whole.
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Market penetration

NORMA Group always pursues the objective to sustainably
expand its business and achieve sales growth and profitability
that are higher than average by industry comparison. Particularly
by offering innovative solutions, NORMA Group is able to create
value creation potential in various areas of application and
numerous industries. The Group’s organic growth is thus a sign
of NORMA Group’s market penetration.

Invention applications

The Group considers ensuring an environment of sustainable
innovation a key driver of future growth. NORMA Group therefore
measures the number of annual invention applications.
NORMA Group employees submit invention applications as part
of aninternal formalized process upstream of the external process
of new patent applications. By establishing targeted internal
incentive systems, NORMA Group promotes its employees’
innovative thinking.

Quuality KPIs

NORMA Group stands for the highest possible reliability and
quality of service. The reputation of its brands and reliability of
its products are key factors in the Company’'s success. In
developing and manufacturing products, the Group therefore relies
on the highest quality standards. In order to minimize production
losses and maximize customer satisfaction, NORMA Group
measures and manages the problem solving behavior of its
employees by using two performance indicators: the average
number of customer complaints per month and defective parts
per million of manufactured parts (parts per million/PPM). The
two metrics are collected and aggregated at Group level on a
monthly basis. —> QUALITY MANAGEMENT, P. 75
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Other non-financial performance indicators

Other non-financial performance indicators include employee and
environmental indicators and indicators on occupational safety
and healthcare within the Group. More information can be found
inthe —> 2019 CR REPORT.

The target figures for the financial and non-financial control
parameters for 2020 and the assumptions underlying the forecast
are presented in the —> FORECAST REPORT, P. 82
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Financial control parameters TO1l1
2019
(excl. IFRS 16

2019 effects) 2017 2016 2015 2014 2013
Group sales (in EUR million) 1,100.1 1,100.1 1,084.1 1,017.1 894.9 889.6 694.7 635.5
Adjusted EBITA margin
(in %) * 13.2 13.1 17.2 17.6 17.6 17.5 17.7
Net operating cash flow
(in EUR million) 122.9 111.6 124.4 132.9 148.5 134.7 109.2 103.9
NORMA Value Added
(in EUR million) 17.3 17.3 54.9 53.1 48.3 n/a n/a
1_The adjustments are shown in the —> NOTES, P. 148
Non-financial control parameters TO12

2019 2018 2016 2015 2014 2013
Number of invention
applications * 22 32 n/a n/a n/a n/a
Defective parts per million
(PMP) 2 6 7 32 21 17 24
Quality-related customer
complaints per month 2 6 7 8 8 8 9

1_The number of invention applications has served as a key control parameter for measuring the Group’s innovative ability since mid-2016, replacing the
number of patent applications, a figure that had lost significance in light of changes in the patent strategy. Since the number of invention applications was

recorded for the first time for fiscal year 2017, there are no comparative figures for the previous years.

2_Statek, which was acquired in 2018 and the newly established plant in Tijuana are not yet included here.
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Goals regarding finance and liquidity management

NORMA Group’s objectives with respect to central finance and
liquidity management have not changed since the previous year
and are as follows:

. Ensuring solvency at all times
The main financial objectives are maintaining the necessary
liquidity for the Group’'s operating business at all times,
maintaining sufficient strategic liquidity reserves and thus
ensuring NORMA Group’s long-term solvency. This also
includes maintaining sufficient liquid funds for short- to
medium-term acquisitions.

Rolling, regular, currency-differentiated liquidity planning
for all major Group companies, which is analyzed and
aggregated by the centrally organized Group Treasury,
forms the main strategic cornerstone of NORMA Group’s
financial management.

Financing flexibility is ensured by maintaining the appropri-
ate credit lines. These are negotiated loan commitments,
which can be utilized within a very short period of time and
thus can compensate for liquidity peaks. NORMA Group has
a revolving credit line within its syndicated bank loan. This
credit lines can be used in different currencies and terms.
NORMA Group uses Asset Backed Securities (ABS), factoring
and reverse factoring programs to manage liquidity, optimize
working capital and make its cash flows more predictable.

The financing measures conducted in fiscal year 2019 are
described in detail in the notes to the financial position.
—> FINANCIAL POSITION, P. 69
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Limiting financial risks

The Group Treasury division constantly identifies and assesses
interest rate and currency risks and selects suitable hedging
instruments to reduce these risks. Here, not only derivatives,
but also the appropriate foreign currency financing, are used
to reduce currency risks. The overall goal is to optimize the
assets and liabilities side of the balance sheet with regard
to currency risks. In addition, operating currency risks are
reduced by using derivative financial instruments in the Group
companies as of a defined threshold. Here, Group-wide,
currency-differentiated liquidity planning is crucial to
identifying and managing such risks.

To limit interest rate risks, NORMA Group’s objective is to
devise a relatively high proportion of financing measures in
such a way that they are subject to interest rates on a fixed-
interest basis or use interest rate swaps. On December 31,
2019, around 41% of all debt instruments had variable inter-
est rates and were not hedged by interest rate swaps. In
addition, existing risk positions are monitored regularly by
Group Treasury and assessed for their risk-bearing capacity.
Group Treasury initiates appropriate countermeasures if the
defined risk parameters are exceeded.

Key elements of the policy on limiting financial risks are the
clear definition of process responsibilities, multi-stage
approval processes and regular risk assessments.

Optimizing the Group’s internal liquidity

NORMA Group Holding GmbH assumes central liquidity man-
agement and is responsible in particular for investing surplus
liquidity as well as for intra-Group financing. The Group
Treasury of NORMA Group constantly works on improving
internal financing opportunities and bundling the Group's
liquidity in order to make it available for a wide variety of
funding purposes. This is achieved by optimizing the alloca-
tion of cash and cash equivalents in NORMA Group Holding
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and at the same time ensuring that the respective individual
companies are solvent at all times. This is done by using a
professional treasury management system that provides a
daily overview of the cash holdings of the most important
subsidiaries. Regional cash pools have been installed to
enable the technical implementation of liquidity centralization.
Further cash concentrations are carried out at regular
intervals. Manually pooling funds makes it possible to
guarantee an optimized cash balance for all Group companies,
whereby the local terms for international payments must be
taken into account here, in particular.

Research and development

Research and development activities at NORMA Group are aimed
at further expanding the Group’s power of innovation and detect-
ing and addressing technological trends, such as electromobility
and digitalization, as early as possible. The focus is on opening
up new markets, winning new customers and developing new
products and system solutions. That includes evaluating new
technologies, especially in terms of their ability to optimize existing
processes, minimizing the use of materials and improve the
functionality of end products. Research is mainly focused on
finding solutions for the global industrial challenges of the
respective end markets. By concentrating on the megatrends of
importance to its customers, particularly reflected in increasing
environmental awareness and the economical use of resources,
NORMA Group is able to initiate technology developments at an
early stage and serve the market by offering appropriate product
solutions and services. Another strategic focus is also on water
management.

In the context of the implemented reorganization of the product
group structure (WATER/FLUID /FASTEN) in fiscal year 2019,
smaller organizational restructurings in the R&D department as
well as adjustments within the idea evaluation process and the
team composition were undertaken.
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Focus on innovations

The focus of NORMA Group's R&D department is on
strengthening the Company’s power of innovation. The focus is
therefore on early identification of new technological trends and
the systematic planning and implementation of product
developments. The Foresight Manager is responsible for observing
the relevant end markets, bundling the knowledge acquired and
integrating it into the internal innovation management process.

In addition, NORMA Group makes use of new methods and
innovation management processes, such as ‘Innovation
Roadmapping’ and employs so-called ‘Innovation Scouts.” As part
of ‘Innovation Roadmapping,’ long-term technology development
schedules are drawn up that take into account the industrial
megatrends that have been identified as well as their impact on
the relevant markets and resulting requirements for potential new
products. ‘Innovation Councils’ are driving the implementation of
the projects identified. For example, the Innovation Council
‘E-Mobility’ is responsible for coordinating all information and
global activities on electromobility, developing a strategy geared
to all regions and business sectors, and pressing ahead with its
implementation. Another Innovation Council is also working on
the subject of digitalization. Innovation Scouts — dedicated
NORMA Group employees who collect ideas on future trends
across the Group and evaluate their feasibility — are intensively
involved in the innovation process.

In an effort to promote innovative thinking within the Group,
NORMA Group measures the number of invention applications
submitted by its employees. An invention application takes place
as part of a formalized internal process in which NORMA Group
employees are given the opportunity to submit their ideas to the
R&D department. The process of reporting an invention is
upstream of the external process of applying for a new patent
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and is specifically supported by internal incentive systems such
as the annual Innovation Excellence Award.

Thanks to these measures, NORMA Group expects to not only be
able to focus on innovations better in the years to come, but also
to increase its efficiency in the areas of product and customer
development.

Strategic collaboration with customers
and research institutes

In the area of EJT, NORMA Group works closely with its end
customers, but also with research and development institutes,
suppliers and other external partners. This allows for customer
demands to be identified immediately and seamlessly turned into
new technologies and product ideas. This, in turn, allows for fast
marketing of product innovations. For competitive reasons,
however, the Company does not disclose the specific nature of
these research partnerships.

As the Distribution Services division is purely a commercial unit,
the market does not demand the same level of technological
research from it. Moreover, customers of NORMA Group in this
business division expect a strong brand image, constant
availability of products, and the most complete product range.
Therefore, the focus in the DS area lies on making useful additions
to the product range and targeted marketing activities.
—> MARKETING, P. 80
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Development focuses in 2019

R&D activities in fiscal year 2019 were again dominated by the
three major trend themes of electromobility, digitalization and
water management. In electromobility, the thermal management
of batteries is currently a key topic. To this end, NORMA Group is
developing special fluid systems that ensure even temperature
distribution inside the battery and maintain the optimal operating
condition of the cells. Factors such as flow cross-sections, flow
resistance and heat transfer play a key role in optimized thermal
management. In fiscal year 2019, NORMA Group successfully
supported several customer projects in finding individual solutions.

In addition, the R&D department is currently working on concepts
for the development of intelligent fluid systems that are capable
of automatically and wirelessly recording, evaluating and
communicating assembly conditions and operating parameters.
The first concepts on this have already been developed.

NORMA Group has also been active in the area of fuel cells since
2018 and is already supplying line systems for a fuel cell vehicle
in series production. This activity resulted in a fundamental
project as well as follow-up projects for further vehicle platforms
from the same manufacturer in fiscal year 2019. In addition, a
project involving a major supplier of hydrogen vehicles was also
initiated in 2019.

Know-how protected by patents

The Company’s specific know-how in the area of joining technol-
ogy represents a key success factor for NORMA Group. For this
reason, the Group protects its innovations with patents. As of
December 31, 2019, 1,094 patents and utility models (2018:
1,038) were held. In 2019, 46 new patent rights (2018: 65) were
filed.
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R&D expenses

EJT research and development expenditure in 2019 amounted to
EUR 31.2 million (2018: EUR 30.5 million), representing
approximately 4.7% (2018: 4.5%) of EJT revenue. The capitalization
ratio, which is the proportion of own work capitalized in relation
to R&D expenses, during the reporting year amounted to 9.0%
(EUR 2.8 million).
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R&D employees

As of December 31,2019, 345 employees (2018: 365) worldwide
worked for NORMA Group in the R&D department, which rep-
resents unchanged to the prior year approximately 5.3% of all
permanent employees of the Group. Most of the employees who
work in R&D are engineers, technicians and technical draftsmen.

R&D key figures ! TO13
2019 2018 2017 2016 2015 2014 2013 2012 2011

Number of R&D employees 345 365 344 305 271 250 205 190 174

R&D employee ratio in relation to permanent

staff (in %) 5.2 5.3 5.6 5.6 5.3 5.2 5.0 5.1 5.1

R&D expenses in the area of EJT

(in EUR million) 31.2 30.5 294 288 254 25.7 219 22.1 16.8

R&D ratio in relation to EJT sales (in %) 4.7 4.5 4.6 5.4 4.7 5.3 4.9 5.1 4.1

1_The multi-period overview shows the development of the most important R&D indicators since NORMA Group's IPO. No data was collected prior to the IPO.
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Inspired by nature

The loss in pressure inside the cooling systems that is
caused by the many coils and constricted areas inside
these systems poses one of the biggest challenges in
the thermal management of batteries in electric vehicles.

To solve this problem, NORMA Group uses the
findings from the field of bionics and is oriented
towards existing role models in nature, such as
shark skin. Its special grooved structure with movable
scales along the shark’s entire body significantly
reduces flow resistance. This ‘shark skin effect’ is to
be applied to thermal management systems in the
future, by giving the interiors of the lines longitudinal
grooves, for example. This will allow liquids to flow
through them more quickly and easily to maintain the
pressure and improve the battery’s performance and
range. The flow shapes of rivers have also inspired us
to take new approaches. Read more about it at
-] BLOG.NORMAGROUP.COM

6 FURTHER INFORMATION

The information in the above box is not part of the Consolidated
Management Report and therefore is not subject to the audit.
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Economic Report
External factors of influence
Economic factors

NORMA Group is active in many different industries and regions.
Seasonal and economic fluctuations in individual countries or
industries can have varying effects on customer demand and the
order situation at NORMA Group. At the same time, NORMA Group
is less vulnerable to temporary declines in demand in individual
industries or countries thanks to its diversified product portfolio
and broad customer base. Temporary production peaks can be
absorbed due to flexible production structures and the use of
temporary workers.

Trade conflicts put the global economy under
considerable pressure in 2019

After a slight downturn just a year earlier, the global economy
began a sharp descent in 2019. The main negative factors were
the escalation of the trade conflict between the superpowers USA
and China as well as the outcome of the Brexit negotiations, which
could not be predicted for a long time. As a result, both global
trade and investment activity weakened noticeably. By contrast,
strong domestic demand and the continued easing of monetary
policy by the world’s central banks supported the economy. These
measures included the turnaround in interest rates initiated by
the US Federal Reserve (FED) at the end of July 2019 and the
European Central Bank’s (ECB) continued zero-interest policy and
related bond repurchases. Overall, according to the International
Monetary Fund (IMF), the global economy grew by 2.9% in 2019
(2018: + 3.6%).
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At country level, growth momentum flattened further in 2019,
especially in China, as a result of US restrictions and subdued
international trade. Although industrial production grew relatively
strongly by 5.7% (2018: 6.2%), the production of automobiles and
industrial robots declined significantly overall. According to offi-
cial figures, economic growth in China was 6.1% in 2019 (previous
year: 6.6%). In the emerging markets of Southeast Asia
(ASEAN-5), the gross domestic product fell to 4.7% (2018: 5.2%).
In India as well, the economy came to a standstill due to massive
liquidity problems in the financial sector and managed to grow
by only 4.8%, following a strong performance the previous year
(2018: + 6.8%). Brazil (+ 1.2%) and Russia (+ 1.1%) also showed
only moderate growth. Against this backdrop, the expansion rate
of the emerging and developing countries declined to 3.7% in
2019 (2018: 4.5%).

The difficult environment also became clearly evident in the US.
The domestic economy there lost momentum in 2019, although
private consumption remained buoyant and government
consumption increased. The main reason for this was the lack of
follow-up impetus following the 2019 tax reform, even despite
several key interest rate cuts by the US Federal Reserve (FED).
Although US industrial production was supported by the energy
sector and in particular the high-tech industries (communications
equipment, semiconductors), it remained weak overall in 2019
(- 0.8%), with capacity utilization falling by an average of 90 basis
points to 77.8%. Production also declined significantly in the
automotive and consumer goods sectors. In contrast, the economy
in Japan, for example, grew moderately by 1.0% (2018: 0.3%)
according to the IMF, and economic growth in the United Kingdom
also increased by another 1.3% despite the Brexit negotiations
that continued throughout the year
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GDP growth rates (real) TO14
in % 2019 2018 2017
World ? +29 +3.6 +3.8
USA? +23 +29 +2.4
China3 +6.1 +6.6 +6.9
Euro zone * +1.2 +19 +24
Germany ® +0.6 +15 +25

Sources: 1_IMF; 2_US Trade Ministry; 3_National Bureau of Statistics (NBS);
4_Eurostat, 5_German Federal Statistical Office (Destatis)

Noticeable economic slowdown in the euro zone,
domestic demand remained strong in 2019

The negative international environmentin 2019 was also reflected
in a further economic slump in Europe. This had a particularly
negative impact on the export-oriented industrial sectors in the
euro zone. Nevertheless, domestic demand remained stable,
primarily supported by low inflation, attractive interest rates, high
employment figures and, to some extent, fiscal policy stimuli. As
a result, consumer-related and service sectors as well as the
construction industry proved to be quite strong. According to the
statistical office Eurostat, the euro zone economy grew by 1.2%
overall in 2019 (2018: 1.9%). Ireland and the Eastern European
countries again recorded the strongest growth. The economy also
developed strongly in Scandinavia, the Netherlands and Belgium.
In France and Spain, economic momentum remained largely
stable, especially as industry is heavily geared towards consumer
goods, whereas the economy in Italy stagnated, particularly due
to structural deficits.
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Industrial production in the euro zone declined in 2019, with the
downward trend intensifying from June 2019 onwards and
leading to a noticeable slump. This is attributable on the one hand
to weak exports and subdued domestic demand in Europe and
on the other to a declining willingness to invest. The effects of
this were felt above all by manufacturers of intermediate goods,
energy and capital goods, whereas the production of durable and
non-durable goods increased. All in all, capacity utilization in the
euro zone deteriorated significantly within a year. It fell by 230
basis points to 81.3% in the final quarter of 2019.

German economy showed a mixed picture in 2019:
lively domestic demand combined with weak industry

Due to its close ties to the economies of other world markets,
Germany was hit harder than other euro zone countries by the
global weakness in demand and uncertainties that repeatedly
flared up. Particular pressure was felt in the capital goods,
intermediate goods and the automotive sector. In this environ-
ment, the German economy grew only very weakly at 0.6%
according to the Federal Statistical Office (Destatis) (2018:
+ 1.5%). Economic development was divided: On the one hand,
domestic demand proved lively and resilient, so that with an
average of 45.3 million people (+ 0.9%) in 2019, a new record in
employment was achieved, which meant that private consumption,
but also government consumption and construction investments
regained momentum compared to the previous year. On the other
hand, investments in equipment lost considerable momentum
compared to the previous year by posting growth of only + 0.4%
(2018: + 4.4%), and exports lost considerable momentum at
+0.9% (2018: + 2.1%).

Industrial production also continued to decline at an accelerated
pace in 2019, after a significant decline at the end of the previous
year, and slid into a deep recession. Thus, production output in
each month was up to 6.0% (June) below the level of the respec-
tive month of the previous year. As a result, according to Eurostat,
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capacity utilization declined noticeably in the fourth quarter to
82.7% (Q4 2018: 87.1%).

Currency rate effects

Due to NORMA Group’s international activities, exchange rate
fluctuations also influence its business. While fluctuations
between non-euro currencies have only little impact on the
operating result of the NORMA Group as a result of regional
production, exchange rate fluctuations against the euro as the
reporting currency may have a greater impact on its results. Due
to high US dollar exposure, fluctuations in the EUR / USD exchange
rate in particular affect earnings. —> RISK AND OPPORTUNITY
REPORT, P. 89

In fiscal year 2019, NORMA Group generated around 44% of its
sales in US dollars. The development of the US dollar against the
euro resulted in a positive sales effect in fiscal year 2019.
Furthermore, changes in the exchange rates of the following
currencies had a negative effect on sales development: British
pound, Swiss franc, Indian rupee, Chinese renminbi, Malaysian
ringgit, Thai baht and Russian rubel.

Industry-specific factors

Mechanical engineering in a recession almost worldwide,
China also clearly in a downturn

The global mechanical engineering industry is experiencing a
cyclical downturn which, according to the German Engineering
Federation (VDMA), is being exacerbated and overshadowed by
a variety of obstacles and structural changes. Examples of these
changes include the upheaval within the automotive industry,
China’s economic reorientation and increasing protectionism. As
a result, global machinery sales stagnated in 2019 (2019: + 5%;
2018: +5%). China was also hit by global obstacles. In fact,-
industrial growth declined by half to around + 4%. Excluding
China, the world market shrank by 2% in real terms in 2019 and
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was thus in a recession. The sales trend in the ASEAN-5 countries
was weak and, in some cases, declined even further. Development
was also negative in Japan (- 6%) and South Korea (- 3%). The
picture in Latin America was noticeably heterogeneous: Sales in
Argentina collapsed massively due to the recession, while the
market in Chile grew at double-digit rates. The economies of Brazil
and Mexico improved slightly. In the US, the headwind became
stronger due to weak industrial growth, with industrial sales
dropping by a total of 1% after two strong years.

In Europe, the strongly export-oriented mechanical engineering
sector also came under noticeable pressure in 2019, with indus-
try sales shrinking by 1% in both Europe as a whole and the euro
zone according to the VDMA. Italy (- 1%), Spain (- 2%), Portugal
(- 15%) and the United Kingdom (- 49%) suffered losses, some of
which were substantial. This contrasted with positive trends in
Scandinavia and the EU countries in Eastern Europe. In Germany,
the order situation for mechanical engineering companies was
significantly worse in 2019, with orders down by around 9%
(domestic — 9%, foreign — 9%). According to VDMA estimates, this
resulted in a 2% decline in both German mechanical engineering
output and sales in 2019.

Automotive industry 2019 with massive production losses
for cars and trucks in some areas

The profound technological upheaval has continued at an even
faster pace. The pressure on vehicle original equipment
manufacturers (OEMs) and suppliers is noticeable, particularly as
high development input is required in conjunction with growing
pressure on margins and falling sales. In addition, the merger of
PSA and FCA initiated in 2019 further drove market concentration.
According to LMC Automotive (LMCA), global sales of light
vehicles (LV, up to 6 t) fell by around 4.5% to just under 90.2 mil-
lion vehicles in 2019. According to the Association of German
Automobile Manufacturers, a total of 80.1 million passenger cars
were sold in the smaller global passenger car market. The resulting
market decline of 5% reached a new high and was thus more
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pronounced than the decline during the financial and economic
crisis ten years ago. As a result, LV production was cut by 5.0%
worldwide. With the exception of Japan (+ 0.1%), all major regions
recorded significant losses, including China (-7.7%), the US
(—3.9%), Mexico (- 3.3%) and India (- 10.6%). Due to the economic
situation, truck and bus manufacturers also felt the effects of
headwinds in many regions, especially in Asia. According to the
latest data from LMCA, 3.2% fewer trucks were manufactured
worldwide than in the previous year, with the US (+ 6.7%) and
Japan (+4.9%) increasing their truck production against the
prevailing negative trend.

In Europe (EU28 + EFTA), sales increased by 1.2% to 15.8 million
passenger cars (West: + 0.7%, East: + 6.2%), according to the
European Automobile Manufacturers Association ACEA
(Association des Constructeurs Européens d’Automobiles), despite
continuing market pressure. The most significant increase was
recorded in Germany (+ 5.0%). Sales also rose in France (+ 1.9%)
and Italy (+ 0.3%), while demand declined noticeably in the United
Kingdom (- 2.4%) and Spain (- 4.8%). In contrast, according to
the LMCA, production in Europe’s export-oriented automotive
industry was cut back by 3.3% to just under 21.4 million LV due
to global market weakness. Production of light vehicles in Ger-
many dropped by as much as 7.2%. Production figures also
declined in the UK, France and Italy, in some cases massively. Due
to the lower export figures, the production of commercial vehicles
in Europe also declined slightly by 1.7% according to the LMCA.
According to the ACEA, around 2.6 million trucks were sold in the
truck segment in Europe (+ 2.5%), with sales in Western Europe
increasing (+ 2.8%) and stagnating in Eastern Europe. In contrast,
demand was lively in Germany (+ 6.1%), France (+ 4.3%) and the
UK (+ 3.0%). More trucks were also shipped in Italy (+ 1.9%) and
Spain (+0.3%). Demand was particularly strong for light trucks
(up to 3.5t) and especially for buses, while sales of heavy trucks
(>16t) stagnated.
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Construction industry in Asia and Europe experiences strong
tailwind in 2019, Germany booming

The construction industry in China, India and Southeast Asia is
benefiting strongly from urbanization and political impulses,
including infrastructure expansion. According to the statistics
office NBS, China’s investments in buildings grew nominally by
9.9% (of which residential construction: + 13.9%), and investments
in the water industry by 1.4%. The construction industry in Europe
continued its upswing thanks to a high demand for new
construction and renovation as well as the favorable financing
environment. According to estimates by the industry network
Euroconstruct (including the ifo Institute), construction output in
Europe rose by 2.3% in real terms in 2019 (2018: 3.2%). Nearly
all of the 19 key individual markets for the sector recorded growth,
with construction activity in Ireland and Hungary even showing
double-digit increases. Finland and Sweden were the only
exceptions. Construction output in Western Europe thus increased
by 2.0% in real terms (2018: 2.6%), while Eastern Europe’s
construction industry even grew by 7.3% in 2019 (2018: 12.8%).

In Germany, construction investments in 2019 rose by 3.8% in
real terms, after an increase of 2.5% the previous year (Destatis).
According to the German Institute for Economic Research (DIW),
the volume of residential construction grew by a total of 7.6% to
EUR 247 billion (2018: + 8.6%). The volume of new construction
grew by 7.4%. Construction work on existing buildings (exten-
sion/conversion, modernization, maintenance), which accounts
for roughly two-thirds of the construction volume of apartments,
increased by 7.7% (2018: + 7.9%). The construction volume of
other building construction (excluding dwellings) rose by 6.6%
(2018: + 6.2%). In civil engineering, too, construction output grew
vigorously by posting an 8.0% increase (2018: + 8.7%), driven in
particular by a positive development in public civil engineering
(+9.0%).
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US construction industry and water management
experience tailwind in 2019 for infrastructure and renovation

In 2019, a total of 5.6% more private residential units were
completed in the US than in the previous year. Nevertheless, the
picture for the construction industry was mixed: private
construction spending shrank by 2.5% in nominal terms, with a
very significant decline in the sub-segment of private residential
construction (—4.7%), while public construction spending rose
sharply (+7.19%). The increase mainly concerned the highways
and roads segment (+ 8.8%) and the water supply sector (7.2%)
and was mainly driven by a high demand for renovation and
modernization. Investments in the infrastructure of sewage and
rainwater plants also benefited from this development. Supported
by lower mortgage interest rates, demand for irrigation systems
for agriculture, sports facilities, parks and gardens also benefited.
According to the industry experts at JBREC (John Burns Real
Estate Consulting), demand in the market segments relevant to
NORMA Group’s NDS activities increased by 6.5% overall.

Legal and regulatory influencing aspects

In the context of the international focus of its business and against
the backdrop of its acquisition strategy, various legal and tax-
related regulations are relevant to NORMA Group, which include
product safety and product liability laws, construction, environ-
mental and employment-related regulations as well as foreign
trade and patent laws. —> RISK AND OPPORTUNITY REPORT, P. 89
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In addition, NORMA Group's product strategy is influenced by
increasing density of regulations in environmental law and ongo-
ing discussion on emission-reducing drive technologies in the
automotive industry. New regulations on emissions and fleet man-
agement provisions, as well as the strong trend towards hybrid
and fully electric drive models have a positive impact on
NORMA Group’s business. After all, the increasing complexity of
systems in vehicles — due to downsizing or hybrid vehicles, for
example — also increases the number of interfaces and thus the
demand for reliable joining technology. In addition, the increasing
electrification of the automotive industry presents OEMs with new
challenges and opens up new opportunities and business fields
for NORMA Group, especially in the area of thermal management.
—> RESEARCH AND DEVELOPMENT, P. 55

With the acquisition of National Diversified Sales (NDS) in 2014
and the acquisition of the Indian water company Kimplasin 2018,
the various regulatory initiatives in the field of water management
as well as public measures to improve the supply of water to the
population have also gained considerable influence for
NORMA Group.

Significant developments in fiscal year 2019
Personnel changes in the Management Board

Bernd Kleinhens, Chairman of the Management Board of
NORMA Group, resigned from the Management Board by mutual
agreement effective July 31, 2019. Dr. Michael Schneider then
took over the duties of Chairman of the Management Board in
addition to his role as Chief Financial Officer.

The Supervisory Board appointed Dr. Schneider new Chairman
of the Management Board of NORMA Group SE in November
2019. Besides serving as Chairman of the Management Board,
Dr. Michael Schneider will retain his role as Chief Financial Officer
until further notice. In November 2019, the Supervisory Board
initiated the search for a suitable candidate for the position of
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Chief Financial Officer and will most likely decide on the position
in the months to come.

Strategic measures aimed at optimizing
Group structures

NORMA Group has grown rapidly in recent years, both organically
and through acquisitions. This has also been accompanied by
rapid growth in the production landscape and organizational
structures. These will be optimized in order to enable the Company
to respond promptly and flexibly to changing conditions. In order
to further streamline processes and systems within the Group
and thus lay the foundations for further growth levels, the
Management Board of NORMA Group announced the
implementation of a rightsizing program back in February 2019
aimed at the long-term optimization of Group structures. The
program includes optimization measures in all regions — EMEA,
the Americas and Asia-Pacific — and is designed to focus
NORMA Group's business model on the demands of the future
strategic growth fields of electromobility and water management.
The measures that have either already been implemented or are
planned are expected to make a positive contribution to annual
earnings (adjusted EBITA) of around EUR 10 million to EUR 15
million from 2021 on. Total costs of the project are currently
EUR 15 million.

In light of the persistently difficult market environment and as a
consequence of NORMA Group’s — weaker than expected — sales
and earnings performance in fiscal year 2019, the Management
Board in its new composition also launched the “Get on Track”
change program in November 2019 that was approved by the
Supervisory Board. This program includes extensive improvement
measures and addresses the following three main aspects in
particular: optimizing site capacities in all regions, streamlining
the product portfolio, mainly through more active portfolio
management, and improving structures and processes along the
entire value chain.
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The change program is expected to lead to cost savings from
2020 on that are expected to increase to between EUR 40 million
and EUR 45 million annually by 2023. A cumulative total cost
volume of around EUR 45 million to EUR 50 million is expected
for the implementation and realization of the measures by 2023.
The costs of this project will not be adjusted.

Optimiziation of Group financing

NORMA Group managed to refinance its credit lines in fiscal year
2019, thereby creating financial security and flexibility for the
future. The new credit agreement has an initial volume of EUR 250
million. Furthermore, a revolving facility of EUR 50 million and an
accordion facility were also concluded, whereas the accordion
facility does not have a maximum threshold. In addition, for the
first time, the financing agreements also include a sustainability
component that links the financing terms to NORMA Group's
activities in the area of Corporate Responsibility. By further
improving its sustainability rating, the Company now has the
chance to reduce the interest burden of its financing. The credit
agreement was concluded for a term of five years and includes
the option to extend it twice for a further year each time. The
financing is comprised of tranches denominated in euros and US
dollars. = FINANCIAL POSITIONS, P. 69

Comparison of target and actual values

NORMA Group published a forecast in its 2018 Annual Report
on the development of the Group’s most important financial
figures in fiscal year 2019. In the course of the fiscal year under
review, the Management Board was forced several times to
concretize or adjust its forecast for Group sales growth, the
adjusted EBITA margin and the net operating cash flow due to
changes in the general economic conditions. The following
explanations provide an overview of the forecast adjustments
and a comparison of the projected values with the Group’s actual
results.
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Adjustments to the forecast during the year

The Management Board of NORMA Group concretized the fore-
cast for the Group's adjusted EBITA margin in April 2019 on the
basis of sales in the first quarter of 2019 and the expected results
for the full year. At that time, the Management Board still expected
the adjusted EBITA margin to be within the range of 15% to 17%
as forecasted in March 2019, although this figure was expected
to be at the lower end of the range. This was due to the difficult
economic and political environment, which proved to be much
more volatile than expected, especially in the EMEA and Asia-
Pacific regions.

The market environment in the global automotive business
continued to deteriorate in the summer of 2019. The negative
impact from the global trade disputes and sanctions and the
resulting reluctance to invest were reflected in a continued decline
in business, particularly in the EMEA and Asia-Pacific regions. In
addition, the costs for the introduction of an ERP system at a site
in Latin America also had a negative impact on Group earnings.
These developments prompted the Management Board to revise
its forecast for organic sales growth, earnings development and
net operating cash flow downwards in July 2019. Instead of
organic growth of around 1% to 3%, the Management Board now
expected organic growth within a corridor of around —1% to
around 1%, an adjusted EBITA margin of over 13% (previous
forecast: at the lower end of the corridor between 15% and 17%)
and net operating cash flow of EUR 90 million (previous forecast:
EUR 100 million). In the course of the reporting on the second
quarter of 2019, the Management Board also revised its forecast
for NOVA and adjusted earnings per share and now assumed
NOVA of EUR 30 million to EUR 40 million (previous forecast:
EUR 50 million to EUR 60 million) and a sharp decline in adjusted
earnings per share (previous forecast: moderate increase).
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In October 2019, the Management Board lowered its forecast for
organic sales growth for the regions and the Group and has since
then expected an organic decline in Group sales of around 4% to
2%. The main reason for this was the sharp downturn in the EJT
business in the US, which was partly due to strikes at key
customers in the passenger car and truck industries. In addition,
the EMEA and Asia-Pacific regions also fell slightly short of
expectations. With regard to NORMA Value Added (NOVA), the
Management Board now expected a bandwidth of between EUR
20 million and EUR 30 million for the full year 2019.

The — TABLE 015 on P. 63 provides an overview of the target and
actual values as well as the forecast adjustments during the year.

Deviations from the target values

NORMA Group’s organic growth in Group sales of — 2.0% is within
the range of —4% to — 2%, which was revised downwards in
October 2019, but significantly below the original forecast of
around 1% to 3% published in March 2019.

Development was mixed with regard to cost factors. While
adjusted cost of materials ratio and adjusted other operating
income and expenses as a percentage of sales improved, the
adjusted personnel cost ratio deteriorated significantly due to the
increased number of employees, severance payments to a former
member of the Management Board and lower sales revenues.
Among other factors, other operating expenses positively reflect
the effects of the first-time application of IFRS 16.

The adjusted EBITA margin for fiscal year 2019 was at 13.2%
(excluding IFRS 16: 13.1%), which was also significantly below
the initially forecast range of 15% to 17%, but within the forecast
of over 13% that was revised downwards in July 2019.
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This development was also reflected in adjusted earnings per
share, which, at EUR 2.76, were within the range of the forecast
adjusted over the course of the year (sharp decline), but thus
contrary to the original expectations (moderate increase).

Net operating cash flow amounted to EUR 122.9 million (without
IFRS 16: EUR 111.6 million) in fiscal year 2019 and was thus
above the original forecast of around EUR 100 million (without
IFRS 16), whereas this was also revised downwards to around
EUR 90 million (without IFRS 16) in fiscal year 2019.

NOVA amounted to EUR 17.3 million (without IFRS 16: EUR 17.3
million) in fiscal year 2019 and clearly failed to meet the original
forecast of EUR 50 million to EUR 60 million as well as the forecast
adjusted in October 2019 to EUR 20 million to EUR 30 million.
One of the reasons for this was the increase in the market risk
premium that was given exogenously on the recommendation of
the German Institute of Public Auditors (IDW).

The other key financial figures were in line with the forecast
published in the 2018 Annual Report.
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Actual business development compared to the forecast !

Results in 2018*

March 20192

April 2019

July/Aug. 2019

Oct./Nov. 2019

Group sales

EUR 1,084.1 million

n/a

n/a

n/a

n/a

Organic growth of Group sales

7.7% organic growth,
additionally EUR 16.5
million from acquisitions

moderate organic growth of
around 1% to 3%, additionally
around EUR 13 million from
acquisitions

no adjustment

organic growth of — 1% to
1%

organic decline of around
- 4% to -2%

Organic sales growth EMEA 2.0% moderate organic growth no adjustment no adjustment moderate organic decline
Organic sales growth Americas 12.4% moderate organic growth no adjustment moderate organic decline  noticable organic decline
Organic sales growth Asia-Pacific 14.9% strong organic growth no adjustment moderate organic growth ~ moderate organic decline
Sales growth EJT 7.3% moderate growth no adjustment noticable decline no adjustment
Sales growth DS 5.8% moderate growth no adjustment no adjustment no adjustment
Adjusted cost of materials ratio 43.6% roughly at the same level as in pre-  no adjustment no adjustment moderate decline

vious years
Adjusted personnel expense ratio 25.9% roughly at the same level as in pre-  no adjustment moderate increase noticable increase

vious years
Adjusted EBITA margin 16.0% between 15% and 17% the lower end of the range  moren than 13% no adjustment

of 15% to 17%

NOVA

between EUR 50 million
and
EUR 60 million

no adjustment

no adjustment

between EUR 30 million
and EUR 40 million.

between EUR 20 million
and EUR 30 million.

Financial result

EUR -11.7 million

up to EUR - 15.0 million

no adjustment

no adjustment

no adjustment

Adjusted tax ratio

24.9%

around 25% to 27%

no adjustment

no adjustment

no adjustment

Earnings per share

EUR 3.61 (adjusted)
EUR 2.88 (reported)

moderate increase

no adjustment

strong decline

no adjustment

Net operating cash flow

EUR 124.4 million

around EUR 100 million

no adjustment

around EUR 90 million

no adjustment

Investments in R&D (related to EJT sales) 4.5% around 5% of EJT sales no adjustment no adjustment no adjustment
Investment rate (without acquisitions) 5.8% operational investments of around  no adjustment no adjustment no adjustment
5% of Group sales

Dividend/ EUR 1.102 approx. 30% to 35% of adjusted no adjustment no adjustment no adjustment
Payout ratio 30.5% annual Group earnings

Number of invention applications 32 more than 20 no adjustment no adjustment no adjustment
Number of defective parts per million (PMP) 7 less than 20 no adjustment no adjustment no adjustment
Average number of quality-related customer com- 7 less than 8 no adjustment no adjustment no adjustment

plaints per month

1_The adjustments relate to adjustments for acquisitions as well as the initiated “Rightsizing” program announced in February 2019. —> NOTES, P. 148
2_Changes in key figures resulting from the first-time application of IFRS 16 were not taken into account in the forecast for the 2019 fiscal year. The deviations in the key figures due to the first application of

IFRS 16 is shown in brackets in the table.

3_In accordance with the Management Board's proposal for the appropriation of net profit, subject to the approval by the Annual General Meeting on June 30, 2020.
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Results in 2019
(without IFRS 16) 2

EUR 1,100.1 million.

—2.0% organic growth,
additionally EUR 13.3
million from acquisitions
-2.3%

-3.1%

2.3%

-2.8%

9.2%

43.4%

27.5%
13.2%
(13.1%)

EUR 17.3 million.
(EUR 17.3 million)
EUR - 15.5 million
(EUR - 14.2 million)
27.1%

EUR 2.76 (adjusted)
EUR 1.83 (reported)
EUR 122.9 million
(EUR 111.6 million)
4.7%

5.0%
EUR O3
03

22

6
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General statement by the Management Board on
the course of business and economic situation

For NORMA Group, fiscal year 2019 was a year with many
unforeseeable challenges, which had a negative impact on some
parts of the Group and thus a negative impact on the Group's
sales and earnings in the past year. These contrary developments
affected the automotive industry in particular, which suffered
significant production and sales losses worldwide in fiscal year
2019. This development had a particularly negative impact on
NORMA Group’s EJT business, which consequently showed an
organic decline in sales of 4.5%. Despite the relatively good
development of the DS business —and in particular of the water
business — this could not be compensated for by organic sales
growth of 2.7%. With the additional sales revenues from the
acquisitions of Kimplas and Statek, which contributed 1.2% to
total sales growth and positive currency effects of 2.3%, Group
sales growth in fiscal year 2019 amounted to 1.5%. In addition
to this sales growth that was significantly lower than initially
expected, additional cost increases in the areas of personnel and
materials had a negative impact on earnings. These circumstances
led to an adjusted EBITA margin of 13.2% (2018: 16.0%) and
adjusted earnings per share of EUR 2.76 (2018: EUR 3.61). This
development was significantly below the Management Board's
expectations and meant the forecast needed to be revised over
the course of the year.

The Management Board is cautious for the current year due to
the continuing risks and difficult conditions in some of the
industries that are important to NORMA Group and expects a
noticeable decline in organic sales for fiscal year 2020. In addition,
the Management Board expects an adjusted EBITA margin of
more than 13% as a result of the change program that has been
introduced. —> FORECAST REPORT, P. 82
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Earnings, assets and financial position
Adjustments

NORMA Group adjusts certain expenses for the operational
management of the Company. The following adjusted results
shown reflect the Management Board's view.

In fiscal year 2019, net expenses of EUR 13.4 million in total were
adjusted within EBITDA (2018: EUR 4.4 million). These relate
primarily to other operating expenses (EUR 2.9 million) and
employee benefit expenses (EUR 9.9 million) as well as to the cost
of materials (EUR 0.2 million) from the “Rightsizing” project
initiated in the fourth quarter of 2018 in order to optimize the
Group's structures. The adjustments within expenses for employee
benefits relate to costs for project hours of internal employees of
the core workforce, costs for project employees who were hired
temporarily and costs for severance payments. The adjustments
in fiscal year 2018 are described in the Notes to the Consolidated
Financial Statements. —> NOTES, P. 148

Furthermore, expenses for integration in connection with the
acquisitions of Kimplas and Statek were adjusted within other
operating expenses (EUR 0.3 million) and within employee
benefits (EUR 0.1 million).

In addition to the adjustments described above, depreciation on
property, plant and equipment from purchase price allocations of
EUR 3.4 million (2018: EUR 3.9 million) was shown as adjusted
within EBITA and amortization of intangible assets from purchase
price allocations of EUR 22.5 million (2018: EUR 21.1 million) was
shown as adjusted within EBIT. An impairment loss of EUR 1.4
million in the area of capitalized customer relationships was
adjusted in fiscal year 2018 within amortization of intangible
assets. This related to the Chinese company Fengfan.
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Notional income taxes resulting from the adjustments are
calculated using the tax rates of the respective local companies
concerned and included in adjusted earnings after taxes.

The following table shows the result adjusted for these effects:

Adjustments ! TO1l6
2019 2019
in EUR million adjusted  Adjustments reported
Group sales 1,100.1 0 1,100.1
EBITDA 187.2 13.4 173.8
EBITDA margin
(in %) 17.0 15.8
EBITA 144.8 16.9 127.9
EBITA margin
(in %) 13.2 11.6
EBIT 136.1 394 96.7
Financial income -15.5 0 —15.5
Profit for the period 87.8 29.4 58.4
EPS (in EUR) 2.76 0.93 1.83

1_Deviations may occur due to commercial rounding.
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Effects from the first-time application of IFRS 16

The effects of the first-time application of IFRS 16 on the
Consolidated Statement of Financial Position as of Janu-
ary 1, 2019 and the effects on the Consolidated Statement of
Comprehensive Income and the Consolidated Statement of Cash
Flows for the period from January 1 to December 31, 2019 are
presented in the Notes to the Consolidated Financial Statements.
—> NOTES, P. 119 FF.

The following table shows the effects on key performance
indicators of NORMA Group.

Effects from the first-time adoption of IFRS 16 TO17
on key financial control parameters *
2019
adjusted
2019 Effects of without
in EUR million adjusted IFRS 16 IFRS 16
Adjusted EBITA 144.8 1.0 143.8
Adjusted EBITA
margin (in %) 13.2 0.1 13.1
Net operating
cash flow 122.9 11.3 111.6
in % related to
sales 11.2 1.1 10.1
NORMA Value
Added (NOVA) 17.3 0 17.3

1_Deviations may occur due to commercial rounding.
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Earnings position

The development described below explains the changes in the
main items of the income statement in the year under review,
adjusted for the above-mentioned special effects. — NOTES, P. 148

Sales development

Slight growth in Group sales, organic sales down

In fiscal year 2019, NORMA Group’s sales increased by 1.5% to
EUR 1,100.1 million (2018: EUR 1,084.1 million). This figure
includes a 2.0% decline in organic sales (2018: +7.7%) and
acquisition-related growth of 1.2% (2018: 1.6%). Currency effects
in connection with exchange rate changes had a positive effect
of 2.3% (2018: — 2.8%).

The decline in organic sales growth is mainly due to the weak
development of the global automotive industry and the resulting
drop in demand for joining technology. The main reasons for this
were the WLTP issue in Europe, which still persisted at the
beginning of the year, the ongoing trade dispute between the US
and China and the restructuring in the industry caused by the
technological changes. In addition, the negative development of
the truck business in the US towards the end of the past fiscal
year also had a dampening effect.

The Distribution Services (DS) business unit was the main growth
driver in fiscal year 2019, which was positively influenced in
particular by the good development of the US water business. In
addition, the companies Kimplas and Statek, which were acquired
in fiscal year 2018, made a positive contribution to sales growth.
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Development of sales 2019 G011
in EUR million

H1:564.7 H2:535.4
2019 I 1,100.1
201 I 1,084.1

H1:549.0 H2:535.1

\ \ \ \ \
200 400 600 800 1.000
Effects on Group sales? TO18
in EUR million Share in %

Group sales 2018 1,084.1
Organic growth -216 -2.0
Acquisitions 133 1.2
Currency effects 24.4 2.3
Group sales 2019 1,100.1 1.5

1_Deviations may occur due to commercial rounding.

Heterogeneous growth in the three regional segments
Growth in the individual regional segments varied greatly in fiscal
year 2019.

The Asia-Pacific region recorded the strongest growth in fiscal
year 2019, with sales of EUR 163.4 million (2018: EUR 147.8 mil-
lion), an increase in sales of 10.5% and organic growth of 2.3%.
This was primarily due to the strong growth in the second half of
the year, which was characterized by a revival of business and
obtaining new orders in China. Additional revenues from the
acquisition of Kimplas (EUR 10.3 million) and positive currency
effects also contributed to growth in the region.
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The Americas region achieved slight growth of 2.1% year-on-
year by posting sales of EUR 450.8 million (2018: EUR 441.5 mil-
lion). This was driven in particular by the good development of
the NDS water business in the US as well as positive currency
effects in connection with the development of the US dollar.

The EMEA region recorded a 1.8% decline in sales to EUR 486.0
million (2018: EUR 494.8 million) in fiscal year 2019 due to the
weak development in both the European automotive business
and stagnation in the DS segment. —> SEGMENT REPORTING, P. 71

EJT business affected by weakness in the automotive sector,
DS business grows significantly

Sales in the EJT segment amounted to EUR 665.5 million in fiscal
year 2019 (2018: EUR 684.6 million), down 2.8% on the previous
year. The main reason for this was the poor conditions in the
automotive sector with declining production and sales figures in
all three regional segments. While the EJT business in the Asia-
Pacific region recovered noticeably in the second half of the year
and showed organic growth for the year as a whole, the situation
in the EMEA and Americas regions essentially remained
unchanged in the third and fourth quarters. The collapse of the
US market for commercial vehicles and strikes by key customers
in the passenger car and truck sectors placed additional pressure
on the business.

Distribution Services revenues amounted to EUR 430.2 million in
2019, anincrease of 9.2% over the previous year (2018: EUR 393.8
million). The strong US water business as well as the companies
Kimplas and Statek acquired in fiscal year 2018 contributed to
DS sales growth. Acquisition-related sales growth in the DS
segment amounted to 3.3%.
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Development of sales channels TO19
EJT DS

2019 2018 2019 2018
Group sales
(in EUR million) 665.5 684.6 430.2 3938
Growth (in %) -2.8 7.3 9.2 5.8
Share of sales
(in %) 61 63 39 37

Development of earnings

Adjusted cost of materials ratio slightly improved

Adjusted cost of materials amounted to EUR 477.4 million in fiscal
year 2019, up 0.9% year-on-year (2018: EUR 473.1 million). The
adjusted cost of materials ratio (cost of materials in relation to
sales) was 43.4%, a slight improvement over the previous year
(2018: 43.6%). Taking into account the change in inventories of
finished goods and work in progress (2019: EUR 3.0 million; 2018:
EUR 10.4 million), the cost of materials ratio was 43.1%,
representing a year-on-year increase (2018: 42.7%).

Adjusted gross margin decreased

Adjusted gross profit amounted to EUR 630.6 million in fiscal year
2019, an increase of 0.6% from EUR 626.6 million the previous
year. At 57.3%, the adjusted gross margin was 50 basis points
below the level of the previous year (2018: 57.8%).
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Adjusted cost of materials and cost of materials ratio G012
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(Adjusted) Material cost ratio (in %, RHS)

Adjusted personnel cost ratio increased

Adjusted personnel expenses amounted to EUR 302.4 million in
fiscal year 2019, a 7.7% increase over the previous year (2018:
EUR 280.8 million). Besides an increase in the number of
employees, severance payments to a former member of the
Management Board also contributed to the increase in personnel
expenses compared to the previous year. Furthermore, the
reduced allocations to provisions for bonus payments for employ-
ees in fiscal year 2018 led to a lower basis of comparison in the
previous year. The adjusted personnel cost ratio resulting from
the ratio of adjusted personnel expenses to sales amounted to
27.5% in fiscal year 2019 and was thus significantly higher than
in the previous year (2018: 25.9%).
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Adjusted other operating income and expenses decreased
compared to sales

The balance of adjusted other operating income and expenses
amounted to EUR —141.0 million in fiscal year 2019, represent-
ing a decline of 2.3% over the previous year (2018: EUR - 144.4
million). This was due in particular to the effects of the first-time
application of IFRS 16. In relation to sales, the balance of adjusted
other operating income and expenses fell to 12.8% (2018: 13.3%)
compared to the previous year.

Other operating income includes in particular currency gains from
operating activities of EUR 6.1 million (2018: EUR 7.6 million) as
well as income from the release of liabilities and provisions in the
amount of EUR 4.0 million (2018: EUR 3.9 million). —> OTHER
OPERATING INCOME, P. 152

Other operating expenses include currency losses from operating
activities of EUR 6.3 million (2018: EUR 8.5 million). In addition,
IT and telecommunications costs (+9.7%) and freight costs
(+7.7%) in particular increased compared to the previous year,
while expenses for rents and building costs fell by 57.2% due to
the first-time application of IFRS 16. —> OTHER OPERATING
EXPENSES, P. 152
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Adjusted operating earnings impacted by weak sales
growth and a high personnel cost ratio

Adjusted operating earnings before interest, taxes, depreciation
and amortization (adjusted EBITDA) amounted to EUR 187.2 mil-
lion in fiscal year 2019 and were thus 7.0% below the previous
year's level of EUR 201.4 million, despite the positive effects of
IFRS 16 (EUR 11.4 million). The weaker sales growth and the
higher personnel cost ratio had a negative effect on the adjusted
EBITDA. The adjusted EBITDA margin resulting from the ratio to
sales amounted to 17.0% and was thus significantly below the
level of the previous year (2018: 18.6%).

Adjusted EBITA amounted to EUR 144.8 million in 2019, a
decrease of 16.4% compared to the previous year (2018:
EUR 173.2 million). The resulting underlying EBITA margin was
13.2% (16.0%).

Adjusted EBITA and adjusted EBITA margin G013
250 7 r100
1 80
200 173.2
150 144.8 L 6o
100 A 40
13.2
50 20
T T
2018 2019

I Adjusted EBITA (in EUR million, LHS)

Adjusted EBITA margin (in %, RHS)
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Return on capital employed (ROCE) T020
2019
(without
in EUR million 2019 IFRS 16) 2018
Adjusted EBIT 136.1 135.0 164.5
Average capital
employed 1,043.8 1,008.3 941.0
13.0% 13.4% 17.5%

Return on capital employed (ROCE)

The return on capital employed (ROCE), which is calculated by
dividing adjusted EBIT by the average capital employed during
the year, amounted to 13.4% in fiscal year 2019 and thus
decreased compared to the previous year (2018: 17.5%).

NORMA Value Added significantly lower

NORMA Value Added (NOVA), the relevant benchmark for the
long-term remuneration of the Management Board, amounted to
EUR 17.3 million in fiscal year 2019, a significant decrease com-
pared to the previous year (2018: EUR 60.8 million). The reasons
for this were the weak operating result (adjusted EBIT), higher
invested capital than in the previous year due to the acquisitions
of Kimplas and Statek, and a higher tax rate. In addition, the
calculation of NOVA is based, among other factors, on a higher
weighted average cost of capital (WACC) of 8.1% in fiscal year
2019 (2018:7.1%) as aresult of an increased market risk premium.
—> CONTROL SYSTEM AND CONTROL PARAMETERS, P. 52

Financial result impacted by the effects of IFRS 16

The financial result was down on the previous year at EUR - 15.5
million (2018: EUR —11.7 million) in fiscal year 2019, mainly influ-
enced by the first-time application of IFRS 16 and the associated
increase in interest expense from leasing liabilities by EUR 1.3
million. In addition, the financial result includes net currency
gains/losses (including income / expenses from the measurement
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of currency hedging derivatives) of EUR — 0.2 million (2018:
EUR 0.7 million), as a result of the hedging of the financial liabilities
denominated in US dollars and the year-on-year development of
this currency. At EUR 13.3 million, the net interest expense was
atthe the prior-year's level (2018: EUR - 13.3 million). —> NOTES,
P. 152

Higher revised and adjusted income tax rate

Revised income taxes amounted to EUR 32.7 million in fiscal year
2019 (2018: EUR 38.0 million), resulting in a revised and adjusted
tax rate of 27.1% (2018: 24.9%). The increase in the tax rate
compared to the previous year is mainly due to additional income
taxes (“state taxes”) to be paid in some US states as well as taxes
paid retroactively for previous years in the US and non-creditable
withholding taxes in Singapore.

Lower adjusted profit for the period

Adjusted profit for the period after taxes amounted to EUR 87.8
millionin fiscal year 2019 and thus decreased by 23.5% compared
to the previous year (2018: EUR 114.8 million). Based on the
unchanged number of shares of 31,862,400 compared to the
previous year, adjusted earnings per share after deduction of the
profit for the period for non-controlling interests amounted to
EUR 2.76 (2018: EUR 3.61).

Asset position

Higher total assets

Total assets as of December 31, 2019 amounted to EUR 1,514.3
million and were thus 2.9% higher compared to the previous year
(Dec 31,2018: EUR 1,471.7 million). A major reason for this was
the first-time application of IFRS 16, which led to an extension of
the balance sheet due to the rights of use from operating leases
that had to be capitalized for the first time and the corresponding
lease liability.
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Asset and capital structure * G014
in EUR million
Assets
Current Liquid
Non-current assets assets assets
2019 179 1514
2018 191 1472
T T T T T T 1
250 500 750 1,000 1,250 1,500 1,750
Liabilities
Non-current Current
Equity liabilities liabilities
2019 265 1514
2018 317 1472
T T T T T T 1
250 500 750 1,000 1,250 1,500 1,750

1_Deviations may occur due to commercial rounding.

Assets increased

NORMA Group’s non-current assets amounted to EUR 962.8 mil-
lion as of December 31, 2019, up 3.7% on the previous year
(Dec 31, 2018: EUR 928.3 million). In particular, the effect of the
first-time application of IFRS 16 was reflected in an increase in
property, plant and equipment.

A total of EUR 54.8 million was invested in fixed assets in fiscal
year 2019 (2018: EUR 63.3 million). Moreover, EUR 31.4 million
were additionally recorded to fixed assets for the capitalization
of the rights of use from leased assets for leased land and
buildings.
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The share of non-current assets to total assets amounted to
63.6% as of the balance sheet date (Dec 31, 2018: 63.1%).
— NOTES, P. 157

Current assets amounted to EUR 551.5 million as of the balance
sheet date, up 1.5% on the previous year (Dec 31,2018: EUR 543.4
million). Trade receivables (including other receivables) increased
by EUR 19.2 million to EUR 162.4 million. This increase is partly
due to the reduction of ABS and factoring programs compared
to the previous year's reporting date.

In contrast, cash and cash equivalents declined by EUR 10.7 mil-
lion or 5.6% to EUR 179.7 million. At 36.4%, the share of current
assets in total assets remained nearly unchanged from the
previous year's reporting date (Dec 31, 2018: 36.9%).

Working capital increased

(Trade) working capital (inventories plus receivables less liabilities,
both primarily from trade payables and trade receivables)
amounted to EUR 192.5 million as of December 31, 2019, which
was 7.4% higher than in the previous year (Dec 31, 2018:
EUR 179.2 million). It was mainly influenced by a disproportion-
ately high increase in trade receivables as a result of the ABS and
factoring programs that were scaled back in fiscal year 2019.

The working capital ratio in relation to sales was 17.5% as of
December 31, 2019 (Dec 31, 2018: 16.5%).

Increased equity ratio

Consolidated equity amounted to EUR 629.5 million as of
December 31,2019, anincrease of 4.5% compared to the previous
year (2018: EUR 602.4 million). The increase in equity was largely
due to the result for the period of EUR 58.4 million, but also positive
currency translation differences of EUR 9.0 million. The dividend
payment of EUR 35.0 million in the second quarter of 2019
reduced equity. The first-time application of IFRS 16 resulted in
a reduction of EUR 2.0 million in the opening balance sheet value
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of equity. The equity ratio was 41.6% (2018: 40.9%) at the end
of fiscal year 2019, an increase over the previous year.

Higher net debt

Net debt (financial liabilities, including derivative hedging
instruments in the amount of EUR 0.9 million, less cash and cash
equivalents) amounted to EUR 420.8 million at the end of the
reporting period and thus rose by 5.1% compared to the previous
year (Dec 31, 2018: EUR 400.3 million).

This was mainly due to the first-time application of IFRS 16, while
the cash neutral currency effects on foreign currency loans and
current interest expenses increased net debt in the first six months
of 2019.

Financial liabilities

Financial liabilities increased by 1.7% to EUR 600.5 million
(Dec 31, 2018: EUR 590.7 million). In the area of financial liabili-
ties, loan liabilities declined to EUR 541.9 million (Dec 31, 2018:
EUR 569.1 million). This decline is mainly due to the net repayment
in connection with the refinancing in December 2019. Leasing
liabilities increased by EUR 38.6 million due to the liabilities from
capitalized leases recognized for the first time in 2019 in
accordance with IFRS 16. —> NOTES, P. 171 FF.

Gearing (net debt in relation to equity) as of the 2019 balance
sheet date was 0.7 and thus unchanged from the previous year.

Leverage (net debt without hedging derivatives in relation to
adjusted EBITDA of the last twelve months) increased to 2.2
compared to the previous year (Dec 31, 2018: 1.9).
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Unrecognized assets

NORMA Group's rights to its brands and patents on the brands it
owns, but customer relationships, if acquired externally, are also
recognized in the balance sheet as intangible assets. However, the
reputation of these brands and how well known they are among
the NORMA Group’s customers also play important roles in the
success of its business. Well-established customer relationships
that are based on NORMA Group’s long-standing distribution
network are equally important. The know-how and experience of
NORMA Group employees also play important roles in the
Company’s success. The many years of research and development
expertise and project management know-how are also seen as
competitive advantages for NORMA Group. These values are not
recognized in the balance sheet.

Financial position
Financing measures

NORMA Group monitors risks from changes in exchange and
interest rates on a regular basis and aims to limit them by using
derivative hedging instruments among other tools. Furthermore,
NORMA Group generally strives to achieve a diversification of its
financing instruments in order to reduce risks. These also include
prolongation of repayment obligations and an even distribution
of the maturity profile. Most of the supply and service relationships
between individual currencies are simultaneously hedged over
the course of the year.

NORMA Group successfully refinanced its bank credit lines in
fiscal year 2019, thereby creating additional financial security
and even greater flexibility for the future. The new credit agreement
has an initial total volume of EUR 300 million. This includes a
revolving facility of EUR 50 million and a flexible accordion facility.
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The refinancing was concluded with a bank consortium consisting
of ten international banks. A sustainability component links the
financing conditions to NORMA Group’s commitment to corporate
responsibility. The new financing was used to repay maturing
promissory note tranches and refinance the existing bank loan
agreement, significantly reducing NORMA Group's overall gross
debt (liabilities to financial institutions). In addition, a commercial
paper program was established that can be used for short-term
liquidity management. As of December 31, 2019, EUR 15 million
of this program had been utilized.

As of the reporting date December 31, 2019, the revolving line of
credit in the amount of EUR 50 million in the syndicated loan had
not been used. The accordion facility that was negotiated as part
of this loan agreement had also not been drawn as of the report-
ing date of December 31, 2019. Both instruments are available
to NORMA Group at least until 2024, which ensures a maximum
of financing flexibility.

NORMA Group uses interest rate hedges to reduce interest rate
risks that could result from the external financing components.

As of December 31, 2019, the average interest rate on total gross
debt was 2.1%. NORMA Group's maturity profile for all three
promissory notes | (2013), Il (2014) and Il (2016) and the
syndicated credit line (2019) on December 31, 2019, are shown
in the —> GRAPHICS 015 AND 016 ON P. 70.

As of the balance sheet date in 2019, NORMA Group complied
with all of the conditions contained in the loan contracts (financial

covenants: debt in relation to consolidated EBITA).

Future concrete financing steps will depend on the current
changes in the financing markets and acquisition potential.
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Development of cash flow

Net operating cash flow declined slightly

In fiscal year 2019, NORMA Group generated net operating cash
flow (adjusted EBITDA less changes in working capital and oper-
ating expenses) of EUR 122.9 million (2018: EUR 124.4 million).
This includes a positive effect of EUR 11.3 million from the first-
time application of IFRS 16. Without this effect, net operating
cash flow would have been EUR 111.6 million. In contrast, the
reduction of factoring activities in the amount of EUR 10.4 million
had a negative effect.

Cash flow from operating activities

Cash flow from operating activities, which is derived indirectly
from the net profit for the period, amounted to EUR 137.1 million
in fiscal year 2019 (2018: EUR 130.8 million) and is thus higher
than in the previous year. Among other factors, this is due to the
first-time application of IFRS 16, which resulted in a change in
the presentation of the cash flows attributable to capitalized
leases from cash flow from operating activities to cash flow from
financing activities. The total effect of the first-time application
of IFRS 16 on cash flow from operating activities amounted to
EUR 11.3 million. —> NOTES, P. 195

NORMA Group participates in a reverse factoring program, a
factoring program and an ABS program. The corresponding cash
flows are presented under cash flow from operating activities as
this reflects the economic substance of the transactions. Liabilities
under the reverse factoring program are reported under trade
payables and similar liabilities.
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As of December 31, 2019, liabilities of EUR 21.3 million
(Dec 31, 2018: EUR 19.2 million) from reverse factoring programs
were recognized. The total amount of cash flow relevant trade
receivables sold under the factoring and ABS programs
amounted to EUR 48.7 million as of December 31, 2019
(2018: EUR 61.2 million). —> NOTES, P. 169 FF.

The cash inflow from operating activities also includes payments
for share-based payments of EUR 1.0 million (2018: EUR 3.5 mil-
lion) resulting from the cash remuneration under the Long-Term
Incentive plan (LTI) for employees of NORMA Group (2018: cash
remuneration of the 2014 tranche of the MSP and LTI for
employees of NORMA Group).

Cash flow from investing activities

Net cash used in investing activities was EUR 57.0 million in 2019
(2018: EUR 129.5 million). Cash flow from investing activities in
2019 was particularly influenced by the outflow of funds for the
procurement of non-current assets in the amount of EUR 57.8
million (2018: EUR 60.8 million). This includes expenses for the
expansion (2019: EUR 33.0 million; 2018: EUR 42.8 million) and
expenses for the maintenance and improvement of operating
capacities (2019: EUR 21.8 million; 2018: EUR 20.5 million). In the
previous year, the cash flow from investing activities was mainly
impacted by net payments for acquisitions (Kimplas and Statek)
amounting to EUR 69.8 million.

NORMA Group’s investing activities in fiscal year 2019 (tangible
and intangible assets) in the amount of EUR 54.8 million (2018:
EUR 63.3 million) represents a reduced investment ratio of 5.0%
(2018: 5.8%) of sales.
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NORMA Group is investing the funds from the operating cash
flow in further growth, among other areas. The investments made
in the 2019 reporting year related to production facilities and
capacity expansion, mainly in the US, Mexico, Poland, Serbia, the
Czech Republic, France and China. —> PRODUCTION AND LOGISTICS,
P. 74

Cash flow from financing activities

Cash flow from financing activities was EUR —93.2 million in 2019
(2018: EUR 31.3 million). It mainly includes net loan payments
(EUR —=32.9 million), dividend payments to the shareholders of
NORMA Group SE (EUR —35.0 million) and interest payments
(EUR - 15.1 million). Furthermore, due to the first-time application
of IFRS 16, payments for leasing liabilities (EUR — 10.1 million) are
reported under cash flow from financing activities.

Segment reporting

As a result of acquisitions and developing new markets in line
with NORMA Group’s continuing strategy of internationalization,
the share of sales realized internationally increased from 81.2%
to 83.0%.

Due to the fact that financing as a whole is controlled centrally
and exclusively made available through approved external credit
facilities by the central functions of NORMA Group, the Company
forgoes publishing a separate list of financing by segment. In
every segment, the aim is to achieve an investment ratio and cash
generation that is in line with the Group average in the
medium-term. —> GOALS AND STRATEGIES REGARDING FINANCE AND
LIQUIDITY MANAGEMENT, P. 55

3 TO OUR SHAREHOLDERS

4 CONSOLIDATED MANAGEMENT REPORT

Breakdown of sales by segments ! G017

15% (13%)
Asia-Pacific N\

41% (41%)

\ 44% (46%)

Americas
EMEA
1_Previous year’s figures in brackets.
EMEA
Effects from the first-time application of T021
IFRS 16 in EMEA *
2019
adjusted
2019 Effects of without
in EUR million adjusted IFRS 16 IFRS 16
Adjusted EBITDA 90.8 3.8 87.0
Adjusted EBITDA
margin (in %) 17.4 0.7 16.7
Adjusted EBITA 73.6 0.2 73.4
Adjusted EBITA
margin (in %) 14.1 0.1 14.0
Assets
(Dec 31, 2019) 632.0 8.3 623.7
Liabilities
(Dec 31, 2019) 204.6 8.8 195.8
CAPEX 23.4

25.0 1.6

1_Deviations may occur due to commercial rounding.
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External sales in the EMEA region amounted to EUR 486.0 million
in 2019, down 1.8% compared to the previous year (2018:
EUR 494.8 million). Organic sales decreased by 2.3%, which is
mainly due to the poor conditions in the European automotive
industry with declining production and sales figures. Acquisition-
related revenues from the acquisition of Statek contributed 0.6%
(EUR 3.0 million) to growth, while currency effects had a slightly
negative impact of —0.1% on sales growth.

The EMEA region accounted for 44% of total sales in fiscal year
2019 (2018: 46%).

Adjusted EBITDA in the EMEA region declined by 4.9% to
EUR 90.8 million in fiscal year 2019 (2018: EUR 95.5 million). At
17.4%, the adjusted EBITDA margin was slightly below the level
of the previous year (2018: 17.6%). The main reason for the
decline is the higher personnel cost ratio in relation to sales, but
this was nearly offset by the effect of the first-time application of
IFRS 16 and is reflected negatively in adjusted EBITA only.
Adjusted EBITA amounted to EUR 73.6 million (2018: EUR 82.4
million), a decrease of 10.6% compared to the previous year. The
adjusted EBITA margin was 14.1% (2018: 15.2%)).

Assets increased slightly by 1.2% to EUR 632.0 million compared
to the previous year (Dec 31, 2018: EUR 624.4 million). Capital
expenditure amounted to EUR 25.0 million (Dec 31, 2018:
EUR 28.3 million) and mainly related to investments in new
machinery and production facilities in the Czech Republic, Serbia,
Poland and France. Debt increased by 3.2% to EUR 204.6 million
in 2019 (Dec 31, 2018: EUR 198.3 million).
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Americas

Effects from the first-time application of T022
IFRS 16 in Americas?
2019
adjusted
2019 Effects of without
in EUR million adjusted IFRS 16 IFRS 16
Adjusted EBITDA 79.6 5.8 73.8
Adjusted
EBITDA margin
(in %) 17.3 13 16.0
Adjusted EBITA 64.0 0.7 63.3
Adjusted EBITA
margin (in %) 13.9 0.1 13.8
Assets
(Dec 31, 2019) 655.3 234 631.9
Liabilities
(Dec 31, 2019) 2719 255 246.4
CAPEX 18.0 0.1 17.9

1_Deviations may occur due to commercial rounding.

External sales in the Americas segment rose by 2.1% to EUR 450.8
million in 2019 (2018: EUR 441.5 million). Organic sales declined
by 3.1%. This was due to the generally weak developmentin the
US car and truck market with declining production and sales
figures and strikes at key NORMA Group customers. Growth
impulses came mainly from the US water business of the
subsidiary National Diversified Sales (NDS). Currency effects in
connection with the development of the US dollar also had a
positive effect on sales growth (5.2%).
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Adjusted EBITDA for the Americas region amounted to
EUR 79.6 million in 2019, down 8.7% year-on-year (2018:
EUR 87.2 million). The adjusted EBITDA margin amounted to
17.3% (2018: 19.3%). Adjusted EBITA declined by 18.2% to EUR
64.0 million (2018: EUR 78.3 million), while the adjusted EBITA
margin was 13.9% (2018: 17.4%). The margin in the Americas
region was negatively impacted, among other factors, by the
unplanned additional extraordinary costs resulting from the
introduction of an ERP system at a Latin American site. The effects
of the first-time application of IFRS 16 had a positive impact on
adjusted EBITDA (EUR 5.8 million) and adjusted EBITA
(EUR 0.7 million).

Assets increased by 0.9% year-on-year to EUR 655.3 million
(Dec 31, 2018: EUR 649.8 million).

Investments in the region amounted to EUR 18.0 million, down
14.5% on the previous year (Dec 31, 2018: EUR 21.1 million).
Investment focused on the plants in the US and Mexico.
—> PRODUCTION AND LOGISTICS, P. 74

Liabilities in the Americas region amounted to EUR 271.9 million,
down 6.6% compared to the previous year (Dec 31, 2018:
EUR 291.2 million).
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Asia-Pacific

Effects from the first-time application of T023
IFRS 16 in Asia-Pacific?®
2019
adjusted
2019 Effects of without
in EUR million adjusted IFRS 16 IFRS 16
Adjusted EBITDA 28.0 1.6 264
Adjusted
EBITDA margin
(in %) 16.8 1.0 15.8
Adjusted EBITA 20.1 0.1 20.0
Adjusted EBITA
margin (in %) 12.1 0.1 12.0
Assets
(Dec 31, 2019) 258.9 3.8 255.1
Liabilities
(Dec 31, 2019) 53.7 4.1 49.6
CAPEX 12.4 0.3 12.1

1_Deviations may occur due to commercial rounding.

External sales in the Asia-Pacific region amounted to EUR 163.4
millionin 2019, an increase of 10.5% over the previous year (2018:
EUR 147.8 million). Organic growth amounted to 2.3% and was
positively influenced in particular by the resurgence of demand
in China in the second half of 2019, despite continued market
weakness. Reasons for this included the start of several series
production runs and effects from the early introduction of the
China 6a standard in some Chinese provinces. In addition, the
recent acquisition of the Indian water specialist Kimplas contrib-
uted 7.0% or EUR 10.3 million to sales growth. Currency effects
had an additional positive impact of 1.2% on sales growth.
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Adjusted EBITDA in the Asia-Pacific region increased by 21.9%
to EUR 28.0 million (2018: EUR 23.0 million). The adjusted EBITDA
margin was 16.8% (2018: 15.2%), exceeding the previous year’s
figure. Adjusted EBITA increased by 10.1% to EUR 20.1 million
(2018: EUR 18.3 million), resulting in a constant adjusted EBITA
margin of 12.1% compared to the previous year. The first-time
application of IFRS 16 had a positive effect on adjusted EBITDA
(EUR 1.6 million) and adjusted EBITA (EUR 0.1 million).

Assets increased by 3.4% to EUR 258.9 million in the reporting
year (Dec 31, 2018: EUR 250.4 million). Investments, which
amounted to EUR 12.4 million in 2019 (Dec 31, 2018: EUR 11.7
million), were mainly used to expand the sites in China.
—> PRODUCTION AND LOGISTICS, P. 74

Liabilities in the Asia-Pacific region were EUR 53.7 million, down
2.0% compared to the previous year (Dec 31, 2018: EUR 54.8
million).
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Development of segments TO24
EMEA Americas Asia-Pacific

in EUR million 20193 2018 Ain % 20193 2018 Ain % 20193 2018 Ain %

Total segment sales 523.2 543.1 -37 460.3 451.2 2.0 166.6 151.3 10.1

External sales 486.0 494.8 -18 450.8 4415 2.1 163.4 147.8 10.5

Contribution to consolidated

sales (in %) 44 46 41 41 15 13

Adjusted EBITDA* 90.8 95.5 -49 79.6 87.2 -87 28.0 23.0 219

Adjusted EBITDA margin

(in %) 2 17.4 17.6 17.3 19.3 16.8 15.2

Adjusted EBITA ! 73.6 824 -10.6 64.0 78.3 -18.2 20.1 18.3 10.1

Adjusted EBITA margin (in %) 2 14.1 15.2 139 17.4 12.1 12.1

1_The adjustments are described in the Notes. —> NOTES, P. 148
2_In relation to segment sales.
3_Including the effects of the first time adoption of IFRS 16.
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Production and logistics

NORMA Group manufactures and markets more than 40,000
different products and has 29 production sites all over the world.
Furthermore, the Company has a network consisting of numerous
distribution, sales and competence centers that supply to its
customers in the respective regions.

Production and capacity utilization

The capacity utilization of NORMA Group’s manufacturing and
distribution facilities varies from site to site. In markets such as
the emerging countries, where NORMA Group’s business is still
being developed, the area-related utilization of production plants
is still relatively low. This can be attributed to the fact that
investment decisions are planned in advance to ensure that
sufficient production space is available to be able to expand
production capacity in a flexible manner. In industrial nations and
the markets in which NORMA Group already has a long-term
market position and the plants are largely working to capacity,
an attempt is made to avoid investing in additional manufactur-
ing space whenever possible. Instead, the goal is to optimize the
current manufacturing processes by improving efficiency in order
to be able to use the existing space to create additional capacity.

The capacity utilization of manufacturing plants can be ramped
up flexibly to suit customer demand and the order situation. Within
each product category, a wide variety of different products with
different specifications can be manufactured at the existing plants
by performing only minor conversion measures. Thus, production
can be optimally adapted to suit customer demand.

Investment in capacity expansion
NORMA Group once again invested in expanding its capacity

during the reporting year. The most important strategic
investments are shown in the following table.
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Strategic investment highlig