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KEY FIGURES R. STAHL GROUP

€ million 2020 2019 Change 2018 2017 2016
Sales 246.5 274.8 -10.3% 280.1 268.5 286.6

Germany 62.6 62.5 0.1% 70.3 60.9 61.3

Central region” 111.5 120.9 -7.8% 116.1 120.7 131.9

Americas 23.8 345 -31.0% 312 29.0 358

Asia/Pacific 48.6 56.8 -14.5% 62.5 57.9 57.5
EBITDA pre exceptionals? 19.0 30.4 -37.4% 16.2 5.8 20.7
EBITDA 17.2 253 -32.0% 9.5 2.3 222
EBIT 0.5 6.3 -92.2% 4.2 -10.7 8.8
Net profit -3.5 1.3 n.a. -7.0 -21.2 4.2
Earnings per share (in €) -0.54 0.21 n.a. -1.10 -3.28 0.64
Dividend per share (in €) 0 0 0 0 0 0.60
Cash flow from operating activities 17.9 19.6 -9.0% 182 19.7 109
Depreciation & amortization 16.7 18.9 -11.9% 13.6 13.0 13.4
Capital expenditures? 12.7 11.3 12.8% 10.4 10.4 12.5
Balance sheet total as of 31 December 256.2 259.4 -1.2% 2279 249.6 278.6
Shareholders’ equity as of 31 December 481 58.4 -17.6% 62.3 69.1 94.8
Equity ratio as of 31 December 18.8% 22.5% 27.3% 27.7% 34.0%
Net financial liabilities as of 31 December® 5.8 4.2 -39.6% 5.5 18.1 218
Employees as of 31 December® 1,690 1,669 1.3% 1,690 1,763 1,788

" Africa and Europe without Germany

2 Exceptionals: restructuring charges, non-scheduled depreciation and amortization,

charges for designing and implementing IT projects, M&A costs as well as profit
and loss from the disposal of assets no longer required for business operations.
2 Payments for investments in intangible assets and property, plant & equipment
4 Without pension provisions and without lease liabilities
9 Without apprentices

Rounding and rates of change

Percentages and figures in this report may include rounding differences
The signs used to indicate rates of change are based on economic aspects:
improvements are indicated by a plus “+" sign, deteriorations by a " sign.

Rates of change >+100% are shown as >+100%, rates of change <-100% as “n/a" (not applicable)
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Safety in explosive
environments

Megatrends drive
growth in our markets

Simply more resistent

Excellence in electrical
explosion protection

Simply ...

... more efficient,
... more excellence

... best-in-class technology

in explosion protection

... more transparency

... closer to the market

... more agile

... systematic

... more digital

... more strategic

... more climate-friendly

... more value for customers
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") Exceptionals: restructuring charges, non-scheduled depreciation and amortization,
charges for designing and implementing IT projects, M&A costs as well as profit
and loss from the disposal of assets no longer required for business operations.
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LEADING IN
EXPLOSION
PROTECTION

R. STAHL is a leading global supplier of products for elec-
trical explosion protection.

Electrical explosion protection is a key aspect of safety
technology, providing the right technical solutions to guar-
antee the safe operation of electrical systems at all times
in areas where combustible materials are industrially pro-
duced, transported, stored or processed.

With a comprehensive and high-performance portfolio of
electromechanical and electronic components and indivi-
dual system solutions, we deliver uncompromising safety
for the most demanding applications and at the most
challenging locations — protecting people as well as plants
and the environment. Our excellent market position is the
result of the first-class quality of our products and services
in combination with a sustained and strategic focus on
innovation to secure our technological edge.



IMPORTANT EVENTS

O ].*JANUARY

Restructuring of the building lease at Waldenburg loca-
tion. The building lease for our largest location in Walden-
burg will be restructured until 2038. R. STAHL has thus re-
affirmed its commitment to the region and created planning
security for future growth. The previous lease signed in 2000
had a term until 2023 with an option to purchase the build-
ing. The newly concluded agreement contains an extension
of the lease term until 2038 and grants R. STAHL AG a sub-
sequent purchase option once again. The new contract con-
ditions, which take into account the current interest rate
situation and development of the real estate market, will
also have a positive impact on future earnings and balance
sheet figures: Beginning in 2024, the annual lease expense
will decrease by a low single-digit million amount compared
to financial year 2019.

OZ*FEBRUARY

Establishment of a crisis team to prepare for potential
consequences of further spread of the Corona virus. The
rapid spread of SARS-CoV2 in China and other Asian coun-
tries first affected R. STAHLs central purchasing depart-
ment first and triggers additional measures to secure the
supply of raw materials. The initial focus is primarily on
electronic components and printed circuit boards. How-
ever, the threat the virus poses to the health of R. STAHLUs
employees quickly becomes apparent. A crisis team head-
ed by the Executive Board and consisting of experts from
the fields of medicine, occupational safety, human resourc-
es, legal affairs and communications begins its work. In
the course of the year, concepts for workplace hygiene,
health protection, business trips, contact restrictions as
well as working hours and locations are continuously de-
veloped and adapted to the risk situation. Employees, cus-
tomers and service providers are given direct and trans-
parent information. As a result of the measures taken, it is
possible to effectively prevent the spread of Corona virus
at R. STAHLSs sites.

037 MARCH

27th Annual General Meeting originally scheduled for
28 May postponed. Due to the dynamic development of
infections, R. STAHL feels it is necessary to postpone the
27th Annual General Meeting originally planned for 28 May
2020 to a later date in order to protect the health of em-
ployees, shareholders and the service providers involved.

R. STAHL
Annual Report 2020
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IMPORTANT

~__ EVENTS

O47APRIL

Early extension of Executive Board contract with

Dr. Mathias Hallmann and Jiirgen Linhard appointed as
member of the Executive Board. The Supervisory Board
prematurely extends the employment contract with CEO
Dr. Mathias Hallmann by a further three years until Sep-
tember 2023. At the same time, Jirgen Linhard, previously
Commercial Director at Diehl Aviation Hamburg GmbH,
appointed Chief Financial Officer effective 1 May 2020.
His contract has a term of three years.

R. STAHL with strong start to the year, but initial signs
of a global economic slowdown. Despite the dynamic
development of the Corona virus pandemic, R. STAHL re-
cords the highest quarterly order intake in four years in
the first three months of 2020 at € 78.8 million. There are,
however, increasing signs of a global economic slowdown.
Given the looming prospect of the worst economic crisis
since the end of the Second World War, it is necessary to
abandon the original target of generating sales growth in
the mid-single-digit percentage range in 2020.

EXpressure® housing technology used for the first time
in Liebherr offshore cranes. R. STAHL and Liebherr-MCCtec
Rostock GmbH announce the successful joint development
of crane machine controls based on R. STAHLs new EX-
pressure® housing technology. EXpressure® enables Lieb-
herr to build cranes in the explosion-endangered area with
significantly lighter and more compact machine controls.
Crane operators benefit from an extended range of app-
lications.

IMPORTANT EVENTS

O7***JULY

Harald Ronn elected new member of the Supervisory
Board at R. STAHLS first virtual Annual General Meeting.
The 27th Annual General Meeting of R. STAHL is held as a
virtual event for the first time. The shareholders elect Harald
Ronn as new member of the Supervisory Board. Following
the resignation of Jirgen Wild at the end of 2019, the Su-
pervisory Board of R. STAHL is thus once again complete.

].O — OCTOBER

R. STAHL reduces weekly working time at Waldenburg
site to 30 hours for six months. In response to ongoing
weak demand for explosion protection products, R. STAHL
lowers the weekly working hours at its Waldenburg pro-
duction site to 30 hours until 31 March 2021. For financial
year 2020, this results in cost savings in the low seven-
digit euro range.

].].7NOVEMBER

Closing of the subsidiary in Japan. The subsidiary in
Japan is closed as part of the consolidation of our sites.
Our regional organization in Asia assumes responsibility
for Japanese customers.
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LETTER FROM
THE CEO

Ladies and Gentlemen,

2020 was enormously challenging for all of us — including R. STAHL. From the outset, the structural, per-
sonnel and process-related realignment we initiated in 2018 was aimed not only at increasing profitability
but also at strengthening our ability to withstand periods of market weakness. We did not, however, ex-
pect to have to pass an unparalleled stress test just two years later. The Corona virus pandemic not only
made it necessary for us to navigate through considerable global economic upheaval, but also meant
that we had to undertake special efforts to safeguard the health of our employees and customers. We
succeeded in both respects in the past financial year. With concepts implemented early on to preventively
interrupt potential viral transmission paths, we were able to effectively stop the spread of the virus at
R. STAHLs operating sites.

On the economic side, too, the pandemic forced us to adopt new rules. At the beginning of the year, we set
a clear target of returning to sales growth in the wake of the efficiency gains achieved in previous years
together with our 2020 strategic initiatives. From May onward, however, monthly demand plummeted
by more than a quarter compared with the good performance of the first four months. The most severe
downturn was seen in the oil industry, which suffered a one-third drop in sales and a two-thirds drop in
prices within just a few weeks in the spring. The industry reacted immediately with far-reaching cuts in
its maintenance and expansion investments. For R. STAHL, this resulted in a more than 10% drop in sales
to € 247 million in the reporting year instead of the targeted mid-single-digit percentage growth. We did,
however, manage to significantly limit the impact on earnings through targeted cost adjustments: the
€ 28 million year-on-year decline in sales translated into a relatively moderate € 11 million drop in EBITDA
pre exceptionals to € 19 million, while net profit fell by € 4.9 million to € -3.5 million. This means that the
conditions for the payment of a dividend in 2020 have not been met. The figures are, however, a clear indi-
cation of R. STAHLSs increased resilience — the result of a disciplined and consistent implementation of the
Group’s strategy over the course of the past few years. As a result, the break-even point based on EBITDA
pre exceptionals (calculated on the basis of the cost of materials ratio and constant fixed costs) improved
in 2020 by around € 12 million as compared to the previous year to € 217 million (2019: € 229 million).
Despite the very challenging business development, positive free cash flow achieved in the reporting year
led to a further reduction in net debt including lease liabilities of € 3 million compared to the end of the
previous year, to € 33 million as of 31 December 2020. At the same time, we pressed ahead unabated
with R. STAHLs strategic development: by further increasing efficiency in production, introducing lean
management — also in administrative areas, aligning our portfolio even more closely with market needs,
and consistently executing our agenda to harmonize IT structures.

Following the very challenging conditions faced in 2020, we generally expect our markets to recover in
the years ahead. It remains difficult to predict the exact timing of the Corona virus pandemic because of
the uncertainties surrounding its development in the future. For 2021, we expect sales growth in the low
single-digit percentage range, with momentum expected to pick up from the second half of the year and
in the following year. We will continue to focus on the consistent implementation of the Group strategy,
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which we have updated under the program name EXcellence 2023 and which addresses our key value
levers of efficiency, technology and growth. The priority here is the further development and data-driven
management of our global production, sales and administration processes to a level of excellence, along
with completion of the standardization of the Group-wide ERP system, our engineering tools and the
product configurator by 2023. We are further upgrading our product portfolio in the areas of automation,
luminaires and low-voltage technology. On the market side, we are focusing on expanding our position
in previously underrepresented regions, on the growth areas of low-carbon and carbon-neutral energy
sources, and on digital services in the future. Given the investments required to implement these strate-
gic measures, EBITDA pre exceptionals in 2021 will still be slightly below the prior-year level despite an
increase in sales.

Sustainable action as an integral part of value-based corporate management requires a comprehensive
approach and the fundamental integration of ESG criteria into the Group strategy. Since 2017, R. STAHL
has been reporting on selected key performance indicators to illustrate the sustainability aspects prac-
ticed in the company. In the current year, formulation of a comprehensive system of key figures is intend-
ed to create the basis for ESG reporting to be established consistently across the Group in the medium
to long term, which will serve as the starting point for systematic integration of sustainability criteria rele-
vant to R. STAHL into the Group strategy. In order to appropriately reflect the central importance of sus-
tainability in our corporate activities to the outside world, we have for the first time no longer prepared the
non-financial group statement for the reporting year as a separate non-financial report, but have integrat-
ed it into the management report of this annual report.

The global vaccination campaign against the Corona virus pandemic raises hope that public and com-
mercial life will soon return to normal, but it will take time to return to pre-pandemic levels. | would like to
express my very special thanks to our employees, whose tremendous dedication and a high degree of
flexibility and discipline have kept our company on course during the extremely difficult year under review.
In the future, we will continue to work every day to impress our customers with first-class products and
services and to grow profitably in the long term. | am delighted that you are accompanying us on this
journey and thank you for your trust.

o

-
Dr. Mathias Hallmann
Chief Executive Officer

Dr. Mathias Hallmann
Chief Executive Officer
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THE EXECUTIVE
BOARD

Dr. Mathias Hallmann
Chief Executive Officer

Dr. Mathias Hallmann studied mechanical engineering at the University
of Karlsruhe, where he also received his doctorate. He started his profes-
sional career in 1994 as a consultant for McKinsey, which he left in 2002
to join Moeller GmbH as Head of the Business Unit Automation (today:
Eaton Industries GmbH). After several management positions at Bohler
Welding Group and its parent company voestalpine, where Dr. Hallmann
worked as of 2005, he moved to Lincoln Electric in 2013. Here, he was
initially responsible for the company’s international business strategy out-
side the Americas before taking over full business responsibility for these
regions. Dr. Hallmann was appointed to the Executive Board of R. STAHL AG
on 1 October 2017, and took over as CEO on 1 January 2018. His contract
has a term until 2023.

»By consistently implementing our
Group strategy, we have significantly
increased R. STAHL's resilience
against dynamic market changes
since 2018.«
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Dr. Mathias Hallmann

Chief Executive Officer
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R. STAHL
SHARE

Spread of the Corona virus pandemic puts considerable
pressure on international capital markets

Development of global capital markets in the year under
review was shaped almost exclusively by the course of the
Corona virus pandemic and the responses of government
policymakers and central banks. What began as a quiet
start to the stock market year was followed from the end
of February by a dramatic drop of more than a third in
global stock markets within just a few weeks, amid very
high trading activity. After starting the year at 12,512
points, the SDAX lost more than 4,500 points and reached
its low for the year of 7,996 points on 18 March. In line
with overall development, the R. STAHL share price also
came under substantial pressure, reaching its low for the

year of € 15.00 on 1 April, a decline of more than 50% com-
pared with its level at the beginning of the year.

In the second quarter, political and monetary measures
lead to a stunning stock market recovery — R. STAHL
share only partially able to capitalize on it

The massive economic and monetary support measures
initiated by governments and central banks in response to
the looming global recession subsequently led to a signifi-
cant stock market rally that lasted until the end of the year.
Compared with the start of the year, the SDAX more than
made up for first quarter losses, closing the year up 18%.
As was the case with the market as a whole, the R. STAHL
share was also able to recover quickly, but increasingly

PERFORMANCE OF THE R. STAHL SHARE VS. SDAX 2020"
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1 January 2020

RSL: € 31.60
SDAX: 12,512 points

31 December 2020
RSL: € 21.80
SDAX: 14,765 points

7 All stock exchange data mentioned refers to the XETRA trading platform.
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diverged from the SDAX from mid-May. At the end of the
year, the price of € 21.80 remained about 30% below the
level from the beginning of the year. Despite considerable
volatility, the daily trading volume in 2020 declined year-
on-year to an average of 790 shares (2019: 965 shares).

Roughly half of R. STAHL's shares held by the
founding families

About 48% of R. STAHL shares are held by shareholders
from the extended circle of the founding families Stahl and
Zaiser. More than 10% of the share capital is held by the
RAG Foundation through its investment company RSBG
SE and the investment stock corporation for long-term in-
vestors TGV, and more than 5% by the Baden-Wirttemberg
Pension Fund for Doctors, Dentists and Veterinarians. At
year-end, shareholders from the extended circle of the
founding families and institutional investors with voting
rights subject to mandatory reporting requirements of 3%

or more held a total of approximately 80% of share capital.
98.6% of R. STAHL's share capital is held by shareholders
in Germany, around 1% is held by shareholders in Luxem-
bourg and Switzerland.

Regular dialog with our shareholders is very important to
us. In 2020, we were represented at several capital market
conferences that were conducted virtually and exchanged
views with our investors and analysts as well as financial
media in more than 50 individual and group meetings. We
publish comprehensive and up-to-date information in the
form of interim, semi-annual and annual reports, as well
as presentation materials, on our corporate website. We
also provide all interested investors access to our confer-
ence calls, which are held regularly by the Executive Board.
Further detailed information, also on the R. STAHL share,
can be found on our website www.r-stahl.com under the
heading 21 Company/Investor Relations.

KEY FIGURES OF THE R. STAHL SHARE"

in € 2020 2019
High for the year (16 January 2020, 4 December 2019) 34.20 33.80
Low for the year (1 April 2020, 25 February 2019) 15.00 19.10
Year-end price (31 December) 21.80 31.60
Average daily trading volume (number of shares) 790 965
Number of shares (in thousands) 6,440 6,440
Market capitalization as of 31 December (in € million) 140.4 203.5
Earnings per share -0.54 0.21
Dividend per share 0 0
Dividend yield at year-end price (in %) - -

1 All stock exchange data mentioned refers to the XETRA trading platform.

WKN ATPHBB

ISIN DEOOOATPHBB

Ticker symbol RSL2 (Bloomberg), RSL2.DE (Reuters)

Trading segment Regulated Market/Prime Standard

Indices

CDAX, Classic All Share, DAXplus Family, DAXsector All Industrial, DAXsector Industrial,

DAXsubsector All Industrial Products and Services, DAXsubsector Industrial Products and Services, Prime All Share

Stock markets

XETRA, Frankfurt, Stuttgart, Disseldorf, Munich, Berlin, Hamburg
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SAFETY
IN EXPLOSIVE
ENVIRONMENTS

Electrical explosion protection creates safety. R. STAHL's
products and solutions guarantee the safe operation of electrical

systems in areas exposed to explosion hazards — at any time

and in almost any place.

Key safety technology discipline

Wherever combustible substances are industrially produc-
ed, transported, stored or processed, reliable electrical ex-
plosion protection is vital. Explosion protection is therefore
crucially important along the entire value chain of today’s
energy sources: from oil and gas production on land or at
sea, to transport and petrochemical processing and in-
cluding the downstream chemical and pharmaceutical
sectors. Other areas of application include the food in-
dustry and shipbuilding. And when it comes to hydrogen,
which has the potential to replace fossil fuels as a source
of energy in the long term, safety and explosion protec-
tion also play a key role due to the very special explosion
hazard it poses.

Technologies in explosion protection

In addition to a flammable substance and oxygen (e.g. from
the ambient air), an ignition source is always required for
explosions to occur. The objective of electrical explosion
protection is primarily to avoid the potential of sparks
emanating from electrical and electronic parts or to keep
electrical sparks safely away from the explosive mixture of
fuel and oxygen. Several protection concepts, known as
ignition protection types in technical jargon, are available
for this purpose.

R. STAHL is one of the world’s three largest suppliers of
electrical explosion protection and the technological lead-
er in all common types of explosion protection. With our
electrical components and unique expertise in the plan-
ning and implementation of the most sophisticated sys-
tem solutions, we offer our customers a safe foundation
for handling combustible substances.
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No danger without a spark. There are several ways

to prevent sparks in electrically operated equipment.

One very interesting concept is based on keeping the
electrical energies occurring in the equipment below the
level required for ignition of explosive mixtures as a mini-
mum. This type of protection, known as intrinsic safety
(Ex i), is of course only suitable for electrical components

Explosive mixtures have to stay out. A very safe

method of preventing the ignition of explosive

mixtures by electrical equipment is also backfilling
with liquids or solids (Ex o, g and m). In this process, the
volume of air in the equipment is displaced by the fillers,

Just relieving pressure. It is not always possible

to prevent contact between explosive mixtures and

electrical sparks with the required level of safety.
There is also tremendous interest in industrial plant engi-
neering in the use of non-explosion-proof electrical com-
ponents in potentially explosive environments. For this
purpose, the flameproof enclosure (Ex d) type of ignition
protection was developed. This approach involves instal-
ling commercially available electrical equipment in special
enclosures that can withstand an explosion inside the en-
closure and reliably prevent the explosion from spreading
outside. Due to the extreme dynamic pressure develop-
ment of nearly 20 bar in the event of an explosion, until

operated at low voltages and currents. This is especially
the case for signal transmission and automation tech-
nology. By contrast, significantly higher energies can be
processed in devices with Increased Safety (EX e) ignition
protection. The prerequisites for this are mechanical-con-
structive in nature, for example in the form of mechanical
barriers between electrical contacts that prevent sparks.

so that no contact can occur between the source of the
spark and the explosive mixture. Due to low maintainability
- casting compounds that harden are often used as fillers
- and the availability of alternative protection concepts,
these types of ignition protection are rarely used today.

a few years ago these flameproof enclosures were made
of aluminum or stainless steel with wall thicknesses of
several centimeters — a factor that quickly made them
very heavy and unwieldy, thus severely limiting the en-
closure size. These disadvantages are significantly redu-
ced with EXpressure®, a new series of housings developed
by R. STAHL. With this globally unique enclosure techno-
logy, which we launched in 2018, the pressure that occurs
in an explosion inside the enclosure is safely dissipated by
a metallic mesh as soon as it occurs, thus reducing it to a
mere 0.2 bar. This means that the housing wall thicknesses
can be limited to a few millimeters, allowing for significant-
ly larger housing shapes.
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MEGATRENDS
DRIVE GROWTH

in our markets

A growing world population, increasing prosperity, a greater
degree of mobility, advancing digitalization and climate
change: we live in a world of constant change. The result-
ing increase in demand for raw materials and energy re-
sources as well as new technologies will also drive demand
for explosion protection solutions in the decades ahead.
Because all current and future energy sources have one
thing in common: they are flammable and form explosive
mixtures with air. This leads to significant opportunities
for R. STAHL:

» Oil will remain the most important source of energy and
the key raw material for transportation and the chemical
and pharmaceutical industries for decades to come. An-
nual global demand will continue to rise until 2030 before
it begins to decline slowly.

- The importance of natural gas as the most climate-friend-
ly fossil fuel continues to grow, and with it the transport
of liquefied natural gas (LNG) by tanker. Compared with
fixed pipelines, shipping offers much greater flexibility in
getting gas to its destination and is less risky in terms
of political developments. Natural gas assumes the role
of a bridging technology to the carbon-neutral source of
energy hydrogen.

+ Hydrogen’s potential as a source of energy for the future
is enormous: as a component of water, it is available on
earth in almost unlimited quantities. To produce hydrogen,
water can be split into its components using electrolysis.
If the electricity used comes from solar, hydroelectric or
wind sources, electrolysis is completely free of carbon
dioxide emissions — just like the conversion back to elec-
tricity. Even if hydrogen technology is not expected to
make a significant contribution to the global energy infra-
structure within the next one to two decades, in the long
term there is no way around it.

+ As transportation becomes more electrified, the need for
rechargeable batteries with high energy storage density
is also increasing. Because production (and subsequent
recycling) of the active components of the batteries re-
quires chemical processes, the expansion of production
capacities will also be accompanied by increasing invest-
ment in chemical plant engineering.

- Digitalization as a prerequisite for the automation of
industrial processes is also progressing in potentially
explosive environments — and requires explosion-proof
digital technology. This will allow unmanned operation
of oil and gas platforms, as well as ships, in the future —
with lower operating costs and reduced risks for the op-
erating crew. It also opens up opportunities for suppliers
of explosion-proof automation solutions from new bu-
siness models, with remote operation or maintenance,
for example.
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—> BREAK-EVEN
MEASURED BY EBITDA
PRE EXCEPTIONALS"

€ million

///

" Exceptionals: Restructuring expenses, impairment losses, expenses for the design
and implementation of IT projects, M&A expenses as well as gains and losses on
the disposal of non-operational assets.

2 Figures do not include lease accounting in accordance with IFRS 16 to be
implemented as of 2019.
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SIMPLY
MORE
RESISTANT

R. STAHL's progress and successes

in financial year 2020

2020 did not make it easy for us to press ahead with our
strategic agenda.

+ The consequences of the Corona virus pandemic, which
has been spreading with unexpected speed, impacted all
of our sites around the world with varying degrees of in-
tensity — in India this included plant closures ordered by
the authorities as part of nationwide restrictions on pub-
lic and economic life.

+ Within just a short period of time, it became necessary to
develop both new ways of collaborating and sustainable
concepts to protect the health of our employees, custom-
ers and suppliers.

+ The dramatic downturn in demand pushed us tempora-
rily into the red.

We nevertheless did everything in our power to maintain
the course of R. STAHLs strategic transformation in 2020.

Compared to 2019, R. STAHLSs sales decreased by € 28
million in the past year. Without countermeasures, this
would have resulted in a loss of earnings before interest,
taxes, depreciation and amortization of around € 18 million
with our existing cost structures — but we managed to
limit the figure to € 11 million through early cost adjust-
ments. The decisive factor here was the significant effi-
ciency improvements that we have achieved across our
entire value chain since 2018: The central management
of our business functions and increased transparency in
our processes have not only made us more efficient, but
has also given us greater flexibility in the face of dynamic
changes in our markets. In 2020, we were able to adjust
our work capacity quickly and accurately to the decline in
demand while fully maintaining our ability to deliver.

It is a testament to the high quality of our solutions that we
have maintained our margin requirements for new orders
despite the difficult market environment. This is visible in
the cost of materials ratio, which remained unchanged at
the good level of 34% of total output in 2020. This confirms
that we are on the right track with our strategic course.

As 2020 shows, our efficiency gains have significantly in-
creased R. STAHLSs resilience to periods of market weak-
ness. This is clearly reflected in the break-even point, which
has decreased significantly compared with previous years:
in 2018, we still needed annual sales of more than € 250
million to achieve positive EBITDA pre exceptionals; one
year later, we achieved this with sales of less than € 230
million. In the reporting year, the break-even point fell further
to below € 220 million.

The success of our strategic measures is also document-
ed by our regional sales performance in the reporting year.
Outside the regions particularly affected by the downturn
in demand and prices for crude oil — North America, North-
ern Europe and Asia — we were actually able to achieve
year-on-year growth in some areas in 2020 despite the
more difficult economic conditions. These areas include
Germany, France and Spain.

We report on our strategic progress in the reporting year
in more detail below.
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R. STAHL

EXCELLENCE

in electrical
explosion protection

Technology - Efficiency — Growth. These are the pillars of
our business activities on which our strategy for sustainably
increasing enterprise value is built. In the long-term interest
of customers and shareholders, but also in the interest of all
other stakeholders to whom R. STAHL is socially committed.

EXcellence 2023

R. STAHL 2020
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GROWTH

A strong technology position,

efficient processes and attractive
market opportunities are R. STAHLs
basis for sustainably profitable growth.

—> MARKET OPPORTUNITIES

« Strategic market development
» New gas applications
« Digital services

—> EFFICIENCY

+ Central Group organization —— Data-driven
Group management
+ Complexity reduction ——— Portfolio management
* Lean principles ——— > Lean workflows
+ Sales processes ——————— Sales excellence
* IT consolidation ——— IT excellence

Vv

> TECHNOLOGY

+ Market-driven innovations

and portfolio renewal
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R. STAHL

EXCELLENCE

for sustainably
profitable growth

Market opportunities — Megatrends are generating growing demand for
explosion protection solutions. R. STAHL focuses on growth within the
scope of the EXcellence 2023 strategy, in particular through an expansion
of its market share: by qualifying as a supplier with new customers and
helping to shape and further develop the relevant technical norms and
standards as part of strategic market development. In addition, two of our
sales and development priorities are on the industrial sectors of liquefied
gas and hydrogen together with the downstream products that can be
derived from them.

Efficiency — Only with competitive structures and processes is it possible
to turn technological leadership into sustainable entrepreneurial success.
With the R. STAHL 2020 efficiency program, we have established the struc-
tural and process-related prerequisites for current and future market and
customer requirements. The focus now is on further standardization, digi-
talization and data-driven management — another goal of our EXcellence
2023 strategy. With these efforts, we are strengthening R. STAHLs com-
petitive position and offering customers added value with shorter delivery
times, higher plant availability and lower operating costs.

Technology - R. STAHL has been leading the way in electrical explosion
protection for nearly a century. Our strong technological standing remains
the sound foundation of our business success. We combine core compe-
tences in mechanical and electrical engineering with an unchanged, clear
commitment to value-creating and market-driven innovations and the
continuous renewal of our portfolio.




R. STAHL
Annual Report 2020




oooooooooooooooo

. L
EFEION-NT 2 =




SIMPLY MORE EXCELLENCE

R. STAHL
Annual Report 2020

7
e
6
Our EXcellence 2023 strategy program seamlessly builds on our previous K = .
efficiency successes and systematically drives them forward. The goal is to | & 3 S
expand our structures and processes to market-leading levels of excellence. BN KLY
Together with our strong technology position, this will enable us to make ko
the best possible use of the attractive growth opportunities in our markets.
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BEST-IN-CLASS
TECHNOLOGY
IN EXPLOSION
PROTECTION

Market-driven innovations
and portfolio renewal

Technological progress and global challenges including
climate change and digitalization are changing markets —
and thus also the needs of our customers. R. STAHL looks
at these developments very closely and implements solu-
tions that optimally meet current and future customer re-
quirements. We see a consistent focus on customer needs
as the path toward new opportunities and the key to sus-
tainable market success.

Although safety is of course the top priority for industrial
plant operators, modern explosion protection also address-
es the factors such as economy and sustainability. Our
customers focus on five other interrelated requirements,
which we have summarized under the acronym CARES:
low operating costs (Costs), ensuring the ongoing opera-
tion of plants by avoiding unplanned shutdowns (Availabi-
lity), remote controllability (Remote Control), low environ-
mental impact (Environment), and safety aspects during
production (Safety). CARES is thus firmly anchored in our
Group strategy.

In new product development, we see things from the cus-
tomer’s perspective right from the start. We consider not
only the one-time purchase price, but also total cost of
ownership — with the objective of reducing these costs
for our customers. To this end, we develop value-added
new products that justify their — also higher — selling price
through lower operating and maintenance costs. Cost ad-
vantages can arise for our customers in various ways. For
example, our LED lights feature significantly lower energy
consumption and longer maintenance intervals. R. STAHLs
EXpressure® housings deliver impressive savings in weight,
transport and installation costs. And our automation solu-
tions boast product features for predictive maintenance
and integration into digital infrastructures. Sensors detect
wear and tear as well as aging and report these to our re-
mote I/0 systems and lights, for example, that can then
indicate an impending failure long before it occurs. This
means that plant operators receive advance warning and
can carry out the necessary replacement during the next
scheduled maintenance. An unscheduled and expensive
plant shutdown is thus avoided.

Intelligent sensor technology and data transmission in real
time are also the technical prerequisites for the remote
controllability of systems — and thus for their unmanned
operation, for example of oil drilling platforms or ships that
operate autonomously. This provides significant cost ad-
vantages: There is no need to keep a permanent operating
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team on site, nor is there a need to provide the required rest
area for this team. If a technical malfunction of the system
is indicated by a sensor, a decision can be made from a dis-
tance as to whether the mobile maintenance team must
replace the components immediately or whether this can
be done at the same time as the next scheduled mainte-
nance visit.

Purchasing decisions for the construction and operation
of explosion-protected systems are increasingly incorpo-
rating sustainability criteria such as energy consumption,
service life and ecological footprint. We also meet these
customer expectations and our own standards by supply-
ing high-level technical safety products and solutions that
incorporate such sustainability aspects as ealry as the
product development phase.

In 2020, we upgraded our portfolio, particularly in the areas
of automation, luminaires and low-voltage technology. One
of the main drivers here was the further increase in the
use of our products in digitalized networked environments.
When it comes to automation products, the focus was on
vapor-proof (Ex nR) system solutions that allow for opera-
tionally standardized network components to be used cost-
effectively and easily in Zone 2 explosion-proof areas. In the
reporting year, we complemented our luminaire portfolio
with the addition of high-performance spotlights featuring
a DALI interface (a protocol for controlling lighting opera-

SIMPLY MORE EXCELLENCE

tion gear). This enables the intelligent control and readout
options for central monitoring and preventive maintenance,
thus reducing unplanned downtime and increasing opera-
tional reliability. In 2020, we added a new circuit breaker in
component encapsulation technology to our portfolio for
low-voltage solutions. It can be used to implement lighting
and heating circuit distributions with extended current rang-
es as well as lower ambient temperatures. The presentation
of our innovations at the ACHEMA international trade fair,
originally planned for the current year, cannot take place
until 2022 due to COVID-19.
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MORE

TRANSPARENCY

Central Group organization

Away from decentralized and independently operating
companies, toward a centrally managed Group organiza-
tion operating globally with standardized digital processes
and structures — this is the approach we took to renewing
R. STAHL in 2018.

We are now taking the next step towards transparency and
global management. The condition for this is the measur-
ability of our value levers on the basis of globally uniform

key performance indicators. Using balanced scorecards —
standardized reports on the development of the most im-
portant performance indicators over time — it is possible,

for example, to compare locations with one another, identi-
fy trends in data development and derive areas for action.

Our primary goal is data-based global Group management
based on all relevant value levers across R. STAHLs entire
value chain — from bid preparation to production and goods
delivery to the processing of incoming payments.

These value levers include not only financial indicators such
as sales, EBITDA pre exceptionals or ROCE. As a manufac-
turer of electromechanical and electronic products, non-fi-
nancial performance indicators also play a very important
role. In our production areas, for example, we have been
collecting data on delivery punctuality, capacity utilization,
quality and occupational safety for some time.

In the reporting year, we began gradually implementing
further non-financial key figures in our Group organization,
including in purchasing, sales, marketing & innovation, IT
and human resources. This allows us to record and visual-
ize these figures in the future using balanced scorecards.
In central purchasing, this includes success factors such
as the ontime delivery of purchased materials, supplier
quality or the share of framework purchasing agreements
in overall purchasing volume. Data on the time taken to
process bids and orders, for example, or the ratio of quota-
tions submitted to orders received are relevant to sales.

The recording of key figures to measure and manage our
sustainability efforts will also become increasingly import-
ant in the future.
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CLOSER TO
THE MARKET

Reduction of complexity

We used our efficiency program to significantly reduce In close coordination with sales and production, we began

the excessive complexity that existed in almost all areas in the year under review to align our product range even

of R. STAHL. This complexity was particularly apparent in more closely to market and customer needs. With the ob-

our product portfolio, which we reduced by almost half in jective of establishing a standard program across our en-

the first step in 2018 — without any sustained loss of sales. tire product portfolio, comprising around 1,000 articles that
can be stocked at all times and delivered at short notice,
we defined the first 300 articles in 2020 and began stock-
ing and promoting them. The standard program will be
successively rolled out throughout the world. Our custom-
ers will benefit from short delivery times and rapid global
availability of urgently needed products.

SHORT
DELIVERY TIMES
GLOBAL i ilabili
AL for high plant availability
STRONG wherever explosion
PORTFOLIO

protection is needed

in line with the
requirements of
our customers
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MORE AGILE

Lean principles
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Lean processes

Efficiency gains achieved in our global production areas
made a significant contribution to the increase in our prof-
itability in 2018 and 2019. This was made possible above
all by the introduction and implementation of lean manage-
ment and continuous improvement methods. This is increas-
ingly becoming part of our corporate culture — not only in
production, but increasingly also in administrative areas.

In 2020, despite the difficulties in material procurement
and goods delivery caused by the Corona virus pandemic,
we also further improved our delivery reliability and capac-
ity utilization. We took important steps forward in terms of
space utilization, key quality indicators as well as occupa-
tional safety. Overall, further process optimization in more
than 1,000 individual measures (also known as kaizens in
the language of lean management) led to cost savings in
the low single-digit million euro range. The success of our
lean management in production is reflected in the Lean
Journey Assessment Score (LJA), a performance indicator
that measures progress in the seven most important di-
mensions relevant to success, including employee moti-
vation, defect detection (Jidoka) or financial performance
measures.

SIMPLY MORE EXCELLENCE

In 2020, we were able to improve the LJA by about 10% as
compared to the previous year. Reflected here is also the
high proportion of Six Sigma Yellow Belt certification of
our production employees worldwide, which we expanded
to well over 90% in the reporting year. Building on the further
qualification and training of our employees, we implement-
ed a range of projects to modernize our production technol-
ogies in the reporting year, including acquisition of simula-
tion software to optimize and visualize our manufacturing
processes, the automated measurement of raw materials
and finished products for warehousing purposes and the
introduction of automated transport systems.
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SYSTEMATIC

Sales processes

We have also centralized R. STAHLs sales activities in re-
cent years and introduced standardized processes world-
wide for all order entry and processing — with the aim of
creating a sales organization at excellence level.

In the reporting year, we began to introduce lean methods
and comprehensive measures to improve our sales effi-
ciency. Under the Sales Excellence program, we address
all value-driving back office processes, systematically re-
cord market potential and sales channels, and measure
and control success using suitable key performance indi-
cators. These key figures include, for example, processing
times in the preparation of quotations or orders and the
ratio of quotations submitted to orders received.

Ongoing portfolio adjustments, strategic market develop-
ment and the further development of the IT landscape,
which we describe in more detail below, also have a sig-
nificant impact on sales success. In contract engineering,
it was also possible in 2020 to process the first product
lines using the standardized engineering tool Engineering
Base. We also further operationalized the cooperation be-
tween sales and business development in connection with
systematic customer analysis, laying a further foundation
for future growth.
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SIMPLY

DIGITAL
INNOVATIONS

for greater value creation

AUTOMATED
INTERFACES

for the fast and error-free
flow of data

HARD AND
SOFTWARE
STANDARDS

for reduced administrative
efforts and greater data security



R. STAHL
Annual Report 2020

SIMPLY MORE EXCELLENCE

IT excellence

Digitalization provides R. STAHL with significant opportu-
nities across the entire value chain: in digitalized and net-
worked processes in production and administration, in our
electrical engineering products with digital functions and
in the digital services that are based on them. With the
fundamental renewal and harmonization of our IT land-
scape, a process that began in 2018, we are building the
highway that will enable us to make even better use of these
opportunities for R. STAHL in the future. The key element
here is the Group-wide standardization of our IT hardware
and software solutions in the areas of Enterprise Resource
Planning (ERP), Computer Aided Engineering (CAE) and
product configurators. We will make increasing use the re-
sources made available in the course of the ongoing trans-
formation of our systems to drive innovation, including in
the areas of virtual reality, block chain or smart dust, and
also to further develop our IT to a level of excellence.

In the reporting year, we again made good progress on the
road to IT excellence, for the most part as scheduled. In
2020, in terms of hardware standardization, we were able
to expand the share from around 80% at the beginning of
the year to >95% at the end of the year in 2020. With that,
we are now close to achieving the specified target status.
Pandemic-related travel and contact restrictions led to de-
lays in the global rollout of the Group-wide ERP system. The
SAP implementation at the US production site in Houston
scheduled for the reporting year had to be postponed by

several months and is now expected to be completed in
the current year. The SAP rollout at the subsidiaries in the
Netherlands and the UK is also scheduled to take place
in the current year. As planned, the sales locations in Italy,
France and Spain were connected to SAP in 2020 and pre-
parations for connecting the sales location in Korea were
brought forward. This means that by the end of 2020, six
of 17 locations had already been integrated into our Group-
wide SAP landscape.

Work on standardizing our CAE system also proceeded
according to plan in the reporting year. Of the six sub-pro-
jects defined at the beginning, the two general structural
projects and the introduction of the first of four product-
related CAE projects were completed. The first of a total of
20 series-specific product configurator solutions also went
into operation, initially for internal sales purposes. From the
coming year, the product configurators will be gradually
integrated into the expansion of the web store and made
available directly to our customers.
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MORE

STRATEGIC

Market opportunity:
Strategic market development

R. STAHLUs leading market position in electrical explosion
protection is the result of a high degree of technological
competence, market-leading products, a powerful portfolio
and our global presence. Our market share in important
markets such as Asia and America are nevertheless sig-
nificantly below our market position in Germany and Eu-
rope. With a more targeted allocation of resources, we in-
tend to make better use of growth opportunities that arise
for R. STAHL also in existing markets in the future.

Our goal is to at least maintain R. STAHLs strong market
position in Europe and to expand the market penetration in
all other parts of the world where it remains below average.

As part of our strategic market development, we are press-
ing ahead in a number of directions. We are expanding sales
opportunities by qualifying as a supplier to end customers
and plant operators, thus creating the entry requirements
for the future listing. In addition, we not only contribute our
expertise to technical norms and standards and thereby
contribute to the development of the market for explosion
protection solutions regulated by certificates, but we are
also in a position to accompany our customers with our

knowledge in what is known as Front-End Engineering and
Design (FEED).
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MORE CLIMATE-
FRIENDLY

Market opportunity:
New gas applications

Global efforts to reduce carbon dioxide emissions will lead
to a sharp decline in the importance of coal as a source
of energy in the future. At the same time, the use of lique-
fied natural gas, hydrogen and synthetic fuels is being ag-
gressively pursued. Natural gas plays a key role as a bridg-
ing technology to CO,-free hydrogen use. Industry experts
therefore expect this market to grow at an above-average
rate in the short and medium term. This trend offers huge
opportunities for manufacturers of explosion protection
solutions, as the risk of explosion increases considerably
from coal to oil, and from natural gas to hydrogen.

If natural gas is not to be transported in gaseous form via
pipelines over hundreds or thousands of kilometers, it can
only be transported economically in liquefied form. Lique-
fied natural gas (LNG) is liquefied at the production site
and transported by ocean-going tankers to its destination,
where it is then decompressed back to its gaseous state.
This method of transportation will increase significantly
compared to pipeline transportation due to the greater de-
gree of flexibility in terms of shipment to the desired desti-
nations. This represents another development from which
R. STAHL can benefit. R. STAHL already has a very high
market share in explosion-proof LNG tanker equipment.
We intend to leverage this in order to further expand our
market position in the upstream and downstream stages
of the LNG value chain. In the reporting year, we were able
to win a significant amount of LNG orders.

Unlike LNG, the importance of hydrogen as an industrial
energy source remains in its infancy. However, the poten-
tial of this climate-neutral technology is unrivaled. Using
electricity from renewable sources such as solar, wind or
water power, it is possible to achieve completely CO,-free
hydrogen production. The wide variety of possible appli-
cations is a further benefit. Hydrogen can be converted in-
to natural gas or synthetic liquid fuels such as methanol,
which in turn can be used as vehicle fuels and also inte-
grated into existing material flows or storage and delivery
infrastructures. Alternatively, methanol can be produced
climate-neutral from liquefied biomass. R. STAHL already
has the electrical explosion protection solutions required
for the large-scale production and further processing of
hydrogen or alternative fuels in its portfolio. We are there-
fore closely monitoring development of these technologies
and see attractive growth opportunities in the medium to
long term.

In line with our strategic FEED approach, we expanded our
hydrogen technology activities in 2020 to include coopera-
tion with numerous expert groups and Europe-wide project
initiatives. Particularly noteworthy here is the Green Hydro-
gen @ Blue Danube project launched as part of the EU's
IPCEI Hydrogen initiative, which focuses on the production
and use of green hydrogen in Austria and Bavaria in the
initial phase. IPCEls are joint investment efforts among co-
operating European companies and government funding
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and serve to strengthen and develop strategically import-
ant technologies in Europe. In the reporting year, we also
addressed Germany’s National Hydrogen Strategy, which
is partly supported by IPCEI Hydrogen. Here, as part of the
Green Hydrogen Ideas Competition from the German Fed-
eral Ministry of Education and Research (BMBF) under the
leadership of the Technical University of Dresden, we are
seeking to develop a safety concept for hydrogen for use
in large-scale plants together with the German Federal
Office for Materials Research and Testing (BAM) and the
Federal Institute of Physics and Metrology (PTB). We have
also expanded our ties with regional activities, including
the HYPOS initiative in eastern Germany and cooperation
with the Center for Solar Energy and Hydrogen Research
Baden-Wirttemberg (ZSW) as part of the BW Electrolysis
research project.

SIMPLY MORE EXCELLENCE

In addition to our FEED activities, we actively pursued sales
with our customers that already offer commercial solutions
in existing hydrogen applications in the reporting year. Build-
ing on the hydrogen refueling stations we equipped for the
first time in the Netherlands in 2019, we also received an
increasing number of inquiries from other regions, particu-
larly Asia, in 2020.

USE ADVANTAGES
FROM LOW-CARBON

ACTIVELY SHAPE SOURCES OF ENERGY
HYDROGEN and make the energy
EXPAND STRONG TECHNOLOGY

POSITION IN LNG

transition safe

with early participation

and benefit from
growth trend pilot projects

in groups of experts and
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SIMPLY

GUARANTEE
PLANT SAFETY

through excellence in
products and services

DEVELOP NEW
SERVICE OFFERINGS

on the basis of market-leading
automation solutions

EXPAND
DIGITALIZATION

and create a strong IT
infrastructure
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Digitalization, which is also advancing in the industrial en-
vironment, creates opportunities for R. STAHL across the
entire value chain — not only in administrative and produc-
tion processes and with new products, but also with new
digital business models. The range of services extends well
beyond the supply of explosion-protected components
and systems. It may be possible, for example, to ensure
the fault-free operation of plants or plant components at

all times through the application of remote administration.

This is facilitated by the availability of digital data and the
processes it enables.

In the reporting year, we began systematically identifying
our customers’ current and future requirements for digital
services and to identify initial approaches for building up
new business areas for R. STAHL. The starting point was
selected applications and customers in key markets where
we have a particularly high level of application expertise
thanks to many years of close cooperation. As a result, a
number of general fields of action emerged that will be-
come increasingly important for many of our customer
industries, such as the trend towards modularization, vir-
tualization, and growing demands on data analytics. The
insights gained will not only be incorporated into consid-
erations for the design of future digital services from
R. STAHL, but also into the further development of the
kind of automation solutions we need for this purpose.
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R. STAHL

It is a pioneering spirit and superior
performance that drive us forward
and for which customers world-
wide have come to appreciate us

— for more than 140 years. To live
up to this standard in the future,
we have set the goal of consistently
expanding our competitiveness and
technological position in electrical
explosion protection. In the inter-
ests of our customers, shareholders
and all other stakeholders.
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BASIC PRINCIPLES OF THE GROUP

BUSINESS MODEL

R. STAHL is a leading international technology company
specializing in electrical explosion protection, a sector of
electrical engineering the development of which we have
been advancing for almost a century and which has been
the sole focus of our business activities since 2006. The
purpose of electrical explosion protection is to ensure the
safe operation of electrical equipment and systems in
potentially explosive atmospheres at all times through the
application of suitable technical solutions — and thus to
protect people as well as systems and the environment
with a maximum degree of reliability.

These solutions are used wherever flammable gases,
liquids and dusts are industrially produced, transported,
stored and processed or when these are generated during
processing: In the oil and gas industry, in the chemical and
pharmaceutical sectors, in shipbuilding and in the food
industry. One particular danger arises when combustible
substances mix with specific proportions of oxygen in the
ambient air — the so-called explosion limits. Any ignition
of such mixtures leads to an immediate explosion — often
with serious personal injuries and property damage. The
risk posed by combustible dusts, in particular, has long
been underestimated — hardly anyone expects, for exam-
ple, that meal dust used in the food industry or sawdust
accumulating in wood processing companies can actually
explode. When mixed with oxygen, however, the danger
posed by such dusts is in no way inferior to that of liquid
fuels such as petrol or combustible gases such as natural

gas or hydrogen. Just how impressive such dust explo-
sions can be is illustrated by the film industry, which uses
them in a controlled manner for their pyrotechnic effects.

R. STAHL - explosion protection products and
solutions offering utmost quality and safety

In addition to a flammable substance and oxygen (e.g.
from the ambient air), an ignition source is always required
for explosions to occur. The objective of electrical explosion
protection is either to avoid the potential of sparks em-
anating from electrical and electronic parts or to keep
electrical sparks safely away from the explosive mixture
of fuel and oxygen. On the basis of the products and ser-
vices we offer, we are one of the world’s top three suppli-
ers of explosion protection solutions and number one in
the systems business. Our solutions cover the entire
value chain in explosion protection: From individual com-
ponents like switches and signaling devices for simple
applications, to control boxes and system controls for the
distribution of electrical energy and including complex sys-
tems for large-scale projects in the field of oil and gas
production or the (petro) chemical industry, for example.
We also offer a strong portfolio of lighting solutions for
hazardous areas using energy-efficient LED technology —
from handheld spotlights to dedicated lighting systems for
helidecks on oil rigs. In addition, we provide a strong port-
folio of automation solutions for controlling and monitor-
ing technical facilities, including the market-leading remote
I/0 system, IST+, as well as operating units and camera
systems. Demand for these products is driven by the
increasing digitalization and automation of industrial pro-
cesses: Industry 4.0. Our expertise in the systems busi-
ness — one-stop solutions for complex individual problems
and customer requirements - is unique throughout the

Annual Report 2020
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world. A major pillar here is our engineering and consult-
ing expertise, which supplement with additional services
on an ongoing services. All of our products and services
meet the highest safety standards, reflecting almost 100
years of experience in the field of explosion protection.

Standards and regulations in electrical explosion
protection

Due to the serious consequences that inadequate explo-
sion protection can have, technical requirements for the
commercial handling of combustible materials are highly
regulated, although these regulations differ greatly from
region to region. In electrical explosion protection, for
example, member states of the European Union are gov-
erned by the directives 2014/34/EU and 1999/92/EC
(ATEX directives), whereas the primary regulation for the
construction of electrical systems — including explosion-
protected equipment — in the USA is the National Electrical
Code (NEC) and in Canada the Canadian Electrical Code
(CEC). The two standards differ considerably in their tech-
nical details; one reason for this is that the NEC system
was originally geared towards the construction of water
and gas pipelines. Further national regulations increase
the diversity of applicable standards and guidelines. With
the objective of facilitating free movement of goods world-
wide, the International Electrotechnical Commission (IEC)
- which is responsible for global standardization in the
field of electrical engineering — is working on international-
ly valid approval conditions for electrical equipment in the
field of explosion protection. And they have been doing
so very successfully: The IEC 60079 standards and related
compliance assessment system IECEx based on its work,
which is technically very similar to the EU's ATEX directives,
have established themselves as the increasingly accepted
standard with global validity. For some years now, the US
Coast Guard - responsible for US offshore installations —
has also accepted IECEx-certified products for offshore
facilities.

R. STAHL is one of the world’s leading suppliers of elec-
trical explosion protection products and solutions based
on the relevant IEC and European standards. As the tech-
nology leader, we actively shape their ongoing develop-
ment and thus contribute to the global harmonization and
improvement of safety standards. One of our core com-
petencies is the certification of components and systems,
which is so important in explosion protection.
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Market with high entry barriers

Just how important stringent safety standards and un-
compromising reliability are when it comes to explosion
protection is particularly evident when these standards
are lacking. A single spark on an oil rig or in a chemical
industrial plant is enough to trigger explosions that can
have fatal consequences. There is a tremendous demand
in society for safe, environmentally compatible and sus-
tainable industrial processes, and this is leading to increas-
ing expectations worldwide in all areas of safety techno-
logy, including and especially in the field of explosion
protection.

On the one hand, this opens up further growth potential for
R. STAHL - on top of the growing importance of the IECEx
certification system worldwide. On the other hand, these
increasing requirements pose significant market entry bar-
riers for potential new competitors, because the compe-
tence and reputation of suppliers of safety-critical explo-
sion protection products and systems play a major role for
customers: Anyone wishing to establish themselves in this
market must build up trust in the competence and reliabili-
ty of their products over a period of years. In the case of
large-scale projects with relatively low costs for explosion
protection in relation to total cost, clients therefore prefer
internationally renowned and experienced suppliers with a
solid track record of their overall systems expertise. At the
same time, complex certification regulations present a fur-
ther barrier for new suppliers. The significant bureaucratic
effort required to prove compliance with various require-
ments and standards in explosion protection therefore
promotes a high level of customer loyalty and retention.

GROUP STRUCTURE

The parent company of R. STAHL Group is R. STAHL Aktien-
gesellschaft in Waldenburg, Germany (hereinafter referred
to as R. STAHL AG). It mainly serves as a strategic holding
company which controls the Group’s domestic and foreign
investments. As the management company, it is responsi-
ble for finance as well as communication with the Group’s
target groups. R. STAHL AG's Executive Board defines the
Group's strategy and is responsible for its organization,
infrastructure and resource allocation. An overview of the
sites belonging to the Group can be found in the list of
shareholdings.
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At the end of 2020, the R. STAHL Group consisted of 35
companies, 22 of which are operationally active in the
explosion protection market, serving all major regions in
Europe, Asia-Pacific and North and South America. In ad-
dition, we are represented by 45 sales offices around the
world. With this network in place, we ensure direct market
access in more than 50 countries. We have bundled our
production capacities at seven locations with various core
competences: Lighting and signaling devices are produced
mainly in Weimar, Germany and Chennai, India, while auto-
mation technology products are developed and manufac-
tured in Cologne and our main location in Waldenburg.
Waldenburg is also home to most of the component pro-
duction for installation needs, such as switches, terminal
boxes and connectors. Customized equipment and more
complex explosion protection systems are produced in
Waldenburg as well as by the subsidiaries Electromach
B. V. (Hengelo, the Netherlands), R. STAHL TRANBERG AS
(Stavanger, Norway) and R. STAHL Inc. (Houston, USA).
A particular focus of expertise at the Stavanger site is also
on products for shipbuilding and the oil and gas industry.

GROUP OBJECTIVES AND STRATEGY

Sustainably profitable growth

We have set ourselves the goal of achieving sustainable
and profitable growth and thus steadily increasing our
enterprise value. To this end, we continue to develop our
existing product and service portfolio in line with the needs
of our customers with the aid of innovations, though we
also consider inorganic growth. In addition, we are expand-
ing our presence in growth markets. Another important
medium-term goal is to establish market-leading cost
structures.

Technology - Efficiency — Growth

A strong technology base, efficiency in structures and pro-
cesses and growth that is at least in line with the market —
these are the pillars of entrepreneurial activity on which
R. STAHLs strategy for sustainably increasing the value of
the company is built. We have been demonstrating tech-
nological expertise in the fields of mechanical and electri-
cal engineering for more than 140 years. Over the course
of that time, we have managed to successfully tap into a

wide variety of markets. Today, our strong technology
position remains the foundation of our business success.
In combination with efficient operational structures and
processes, this creates lasting competitive advantages
that lay the foundations for disproportionately strong
participation in growing markets. In the long-term inter-
ests of our customers and shareholders, but also in the
interests of all other stakeholders to whom R. STAHL is
socially committed.

R. STAHL 2020

Sustainable economic activity requires efficient structures

and processes that meet current and future customer and

market requirements. In 2018, we started to fundamental-
ly realign R. STAHLUs operating model to these require-
ments. Under the R. STAHL 2020 banner, we launched an
efficiency program aimed at repositioning the sustainable
streamlining of structures, the reduction of complexity and
the introduction of standardized processes along the en-
tire value chain and administrative areas. Five of the six
initially defined measures were completed by the end of
the reporting year:

+ The R. STAHL Group's previously decentralized orga-
nizational structure was transformed into a central
Group matrix organization with global functional divi-
sional responsibilities.

+ We aligned the product portfolio so that it more
closely meets the needs of our customers and at the
same time reduced the number of unnecessary varia-
tions. Around 10,000 product variations were elimi-
nated without a loss of sales.

+ Lean methods were introduced and operationalized in
all manufacturing areas.

+ We implemented standard processes and introduced
uniform performance indicators in our global sales
processes — starting with the submission of a quota-
tion through to completion of the order.

+ We centralized and further professionalized manage-

ment of major projects throughout the world.

In 2018, we set a timeframe until 2023 for standardizing
the IT infrastructure in the core areas of ERP, engineering
as well as product configuration — the areas that are es-
sential for R. STAHL. Progress at the end of the reporting
year was in line with the schedule. Only the SAP launch at
the U.S. production site in Houston, which was originally
scheduled for the end of 2020, had to be postponed until
the first half of 2021 due to the COVID-19 pandemic.

R. STAHL
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Technology
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EXcellence 2023

With the measures implemented from the efficiency pro-

gram R. STAHL 2020, we have addressed and established

the key structural prerequisites for lean and uniform pro-
cesses. The focus is now on sales growth that is at least
level with the market. For this purpose, our strategy pro-
gram EXcellence 2023 aims to achieve further efficiency
increases in all business-relevant processes and to sus-
tainably strengthen R. STAHL's competitive position, which
at the same time also provide our customers with addi-
tional added value: Through globally standardized process-
es, higher service quality, shorter delivery times and lower
plant operating costs. At the same time, we aim to expand
our market share through targeted strategic market devel-
opment and push technological advancements in explosion
protection through the development of innovative new
products. We pay particular attention to areas of applica-
tion with above-average growth prospects in the medium
to long term. The focus of EXcellence 2023 is on:

+ the establishment of a uniform Group-wide system
of key performance indicators for the data-driven
management of all functional areas and corporate
processes,

+ demand-oriented management of the product port-
folio,

+ establishment of lean methods in all Group functions
and creation of a corporate culture of continuous
learning,

+ further development of sales processes to a level of
excellence

+ the complete harmonization of our IT systems and
processes by 2023

+ market-driven innovations and portfolio renewal

+ strategic market development through qualification
with target customers and active specification and
standards development

+ afocus on energy sources with a favorable carbon
footprint (liquefied natural gas, synthetic fuels,
hydrogen), and

+ the development of digital service models

Details of the innovations we are pursuing can be found
in the Research and development section of this man-
agement report.

Technology
e EffiCiENCY
— Growth

Our continued strong market position in Europe primarily
reflects the high share of sales from the chemical industry.
By contrast, our business in Northern Europe, Asia and
the Middle East as well as in America is predominantly
driven by development in the oil and gas sector. In these
regions, our overall market positions are also still below
our average global market share. We therefore see signi-
ficant potential here for expanding regional market share.
As the market for explosion protection is regulated by
certificates, it is essential for us to qualify as a supplier for
our customers. As part of our strategic market develop-
ment, we will therefore drive this qualification process
while at the same time continuing to shape and develop
the relevant technical standards.

Against the backdrop of the growing public debate re-
garding the consequences of global climate change, we
see potential along the value chain of liquefied natural gas
(LNG) — in both the short and medium term. We therefore
intend to use our already strong market position in the
LNG tanker segment to expand our business in natural gas
production and liquefaction, as well as in the downstream
processes of unloading and regasification. In the medium
to long term, we also see strong potential in the associat-
ed fields of hydrogen technology and synthetic fuels. We
already have technologies to equip the necessary large-
scale industrial infrastructures.

MANAGEMENT SYSTEM

Principles and objectives of financial management

The principal aim of our financial management is to
secure the financial independence of the R. STAHL Group.
This function is performed centrally by R. STAHL AG and
includes all Group companies in which R. STAHL directly
or indirectly holds the majority. Financial management is
based on guidelines that cover all commercial aspects of
the Group’s business activities. The objectives of finan-
cial management include a sufficient level of liquidity
for R. STAHL AG and its subsidiaries, compliance with
financial covenants agreed with banks and the limitation
of financial risks from fluctuations in exchange rates and
interest rates. As in previous years, we did not commission
any liquidity analyses from external rating agencies in the
reporting period.
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Securing liquidity

Within the scope of the annual Group planning, R. STAHL
develops a multi-year financial plan on which the long-
term financing and refinancing requirements are based.
This fundamental information and the monitoring of finan-
cial markets to identify financing opportunities form the
decision-making basis for financing investments in the
long term, using suitable financing instruments for corpo-
rate financing at an early stage and limiting financial risks.
The Group’s funding requirements are managed centrally
from our headquarters in Waldenburg.

For R. STAHL AG and some of its subsidiaries, there is an
intra-group financial clearing within the framework of cash
pooling. The surplus liquidity of companies outside the
cash pool is used for funding by means of a needs orient-
ed distribution policy and internal Group lending. In the
course of Group-wide financial management, liquidity
surpluses of individual Group companies are concentrated
atR. STAHL AG.

As of 31 December 2020, there was a liquidity reserve
(consisting of cash and cash equivalents and unused
syndicated and bilateral credit lines) of € 65.9 million
(31 December 2019: € 81.7 million). The decrease as
compared to the previous year is nearly exclusively
attributable to the termination of bilateral loan agree-
ments. As part of the EXcellence 2023 strategy program,
R. STAHL is aiming for an average liquidity reserve of
€ 40 million. The basis for the disposition with the banks
is a rolling liquidity planning system. In December 2019,
we secured the Group’s long-term funding with the con-
clusion of a new syndicated loan. This agreement has a
volume of € 70 million with the option to increase this
amount by a further € 25 million, and has a term of three
years initially with an extension option for up to two fur-
ther years. In the reporting year, the term of the contract
was initially extended by one year to December 2023.

Maintaining financial covenants

Under various loan agreements, R. STAHL is obligated to
comply with certain financial indicators, so-called financial
covenants, at Group level. For the most part, these relate to
(a) maintaining an appropriate ratio of net debt to earning
power and (b) equity capitalization. All financial covenants
were complied with at all times during the reporting period.

R. STAHL
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Limiting financial risks

In some of our global markets, business is invoiced and
payment transactions are processed in local currencies.
R. STAHLSs reporting currency, on the other hand, is the
euro. In addition, as a European company, R. STAHL incurs
a significant portion of its costs in euros. Currency risks
are hedged using derivative financial instruments where
this makes economic sense. Where possible, price in-
creases in raw materials are passed on to customers on
the basis of contractual agreements or, depending on the
competitive situation, compensated for through higher
selling prices of finished products. Price risks from raw
material purchases are also partially hedged by means of
longer price agreements. Interest rate risks from liquidity
procurement on the international money and capital mar-
kets are monitored as part of an interest rate management
system and, if necessary, limited by derivative interest rate
hedging instruments.

Sound equity capitalization targeted

Equity amounted to € 48.1 million as of the balance sheet
date (37 December 2019: € 58.4 million). By partially retain-
ing future profits, we aim to strengthen our equity base.
In the medium to long term, R. STAHL aims for an equity
ratio of around 30%. As of 31 December 2020, the equity
ratio was 18.8% (31 December 2019: 22.5%).

Targeted management of the gearing ratio

The net gearing ratio (ratio of net financial debt including
lease liabilities to equity) was 0.69 at the end of the report-
ing period (2019: 0.62). The dynamic gearing ratio, mea-
sured by the ratio of net debt to EBITDA, increased slightly
in the reporting period, amounting to 1.8 at year-end 2020.
Reducing debt and achieving and maintaining a targeted
net gearing ratio of no more than 2.5 remain priorities.

Shareholder participation in the company’s success

The basis for distribution is R. STAHL AG's balance sheet
profit under commercial law, the appropriation of which is
decided by the Annual General Meeting in accordance with
German law. As a result of R. STAHL AG's net loss in the
reporting year, the Executive Board's proposal for the ap-
propriation of profits for 2020 no longer applies. R. STAHL
generally pursues a sustainable dividend policy intended
to enable shareholders to participate in the company’s
business development while maintaining an appropriate
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capital structure. Key figures for the determination of
dividends are net income, equity ratio and the expected
future market development.

Planning process

On the basis of the Group’s strategic objectives, we pre-
pare a plan for the next three years in the final quarter of
the current reporting year. This plan is then submitted to
the Supervisory Board, discussed and approved by that
board. The main component of this planning is an estima-
tion of the expected development of our individual subsid-
iaries, which is also based on general economic and sec-
tor-specific forecasts. The Group planning process is coor-
dinated by our central Controlling division. Budget figures
of Group companies are consolidated and monthly devia-
tions from these figures are analyzed and discussed with
the Executive Board and the Supervisory Board.

Control parameters

We manage the R. STAHL Group on the basis of selected
control parameters. The Executive Board bases its deci-
sions and measures on both financial and non-financial
indicators. On the basis of budget figures, as well as any
resulting deviations in actual and targeted figures, we de-
fine the extent to which our objectives have been achieved
and the necessary measures to be introduced.

Our financial business success is essentially reflected in
our earning power and in the generation of liquidity — hence
our financial management system is geared to EBITDA pre
exceptionals and free cash flow. Other key financial figures
serve as indicators of expected financial development,
including earnings-relevant variables such as sales and
the development of order intake, as well as liquidity-influ-
encing indicators such as net working capital.

EBITDA pre exceptionals

The earnings parameter EBITDA pre exceptionals is calcu-
lated from earnings before interest, taxes, depreciation
and amortization (EBITDA), without consideration of ex-
ceptionals. Exceptionals are earnings-relevant effects that
are not an inherent and regular part of our business model,
in particular restructuring expenses, expenses for the de-
sign and implementation of IT projects, M&A expenses,
and income and losses from the disposal of non-operating
assets. As part of the annual planning process, we define
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targets for the objectives mentioned above. These are
then continuously monitored on the basis of monthly plan/
actual comparisons and, as an integral part of monthly
reporting, form the basis for the timely management of
the Group’s overall performance together with suitable
measures.

A key lever for managing EBITDA pre exceptionals as a
key performance indicator is efficient cost management,
for which we collect the necessary IT-based data at an
early stage and use it to manage as well as implement
and track cost-cutting measures. Our cost base, however,
is also dependent to a significant extent on external fac-
tors. Exchange rate fluctuations due to our global operat-
ing activities, for example, have an impact on the level of
costs. The operating cost base is also influenced by the
price development for raw materials, which in many cases
are subject to annual cost increases. In the previous chap-
ter Principles and objectives of financial management,
we discuss the measures we use to limit the resulting
negative effects for R. STAHL.

ROCE

In addition to the operating performance indicators EBITDA
pre exceptionals and free cash flow, return on capital em-
ployed (ROCE) is calculated as a periodic indicator at Group
level. The ROCE concept compares earnings before inter-
est and taxes (EBIT) with capital employed at the reporting
date. Capital employed is defined as the total of equity and
net financial liabilities (including lease liabilities and pen-
sion provisions). For financial year 2020, the return on cap-
ital employed (ROCE) was 0.3% (2019: 3.2%). Accordingly,
the return on capital in 2020 was below the average cost
of capital before income taxes, which amounted to 5.5%
as of 31 December 2020 (31 December 2019: 6.0%). The
decrease in the weighted average cost of capital was due
to lower borrowing costs and an increase in the debt ratio.

PERFORMANCE INDICATORS
AND PRINCIPLES

Key financial performance indicators
In addition to EBITDA pre exceptionals and free cash flow,

important financial performance indicators for the R. STAHL
Group include development of sales and order intake as



30

COMBINED MANAGEMENT REPORT
Basic Principles of the Group

well as net working capital. For a description and calcu-
lation of the performance indicators, please refer to the
section Corporate management. Return on capital em-
ployed (ROCE) is also used as a parameter.

Key non-financial principles

We believe that sustainable and profitable growth also
requires the consideration of non-financial performance
indicators. As a manufacturer of electromechanical and
electronic products, non-financial performance indicators,
particularly from the areas of sales, production and pur-
chasing, play a very important role for us. Within the scope
of the measures we launched in 2018 to increase the effi-
ciency of structures and processes, we have begun to suc-
cessively implement further non-financial principles in all
other areas of our Group organization, including Marketing
& Innovation, IT and Human Resources, in order to be able
to record and visualize these in the future using balanced
scorecards.

The non-financial principles listed below represent im-
portant information for understanding R. STAHL as a

manufacturing industrial company, but are not used as
control parameters.

Selected performance indicators in sales

Our goal is to further set R. STAHL apart in the market for
explosion protection solutions, positioning it as a quality
supplier and innovation leader. Key elements of R. STAHLs
market presence are the high quality, consulting compe-
tence and reliability of the products and services we offer.
In the 2020 reporting year, one focus in sales was on
establishing the processes and data basis that will allow
for the detailed recording, reporting and managing of
sales-relevant key figures. These key figures include, for
example, processing times in the preparation of quota-
tions and orders and the ratio of quotations submitted
to orders received. We thus ensure that, in addition to
the process-related efficiencies, there is also an effective
market development.

Selected performance indicators in production

We introduced non-financial performance indicators

throughout the Group for the first time in the newly creat-
ed Global Operations unit as part of the implementation
of our R. STAHL 2020 efficiency program. Since that time,
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these performance indicators have been regularly record-
ed at all global sites and visualized in the form of balanced
scorecards. The most important parameters from a pro-
duction perspective include delivery punctuality, capacity
utilization and key figures on quality and occupational
safety.

Selected performance indicators in purchasing

Group Purchasing was also newly-established within the
scope of the implementation of the matrix organization.
In addition to operational tasks to cover the R. STAHL
Group's ongoing material and service requirements, the
focus of its work is on strategic supplier management.
In the reporting year, the establishment of the purchasing
organization and the definition and introduction of the
required processes were completed on schedule. On this
basis, an IT solution was selected and implemented which
in the future will be used to monitor and control the finan-
cial performance indicators in this area and to better
prepare purchasing negotiations. We are also identifying
non-financial performance indicators, including on-time
delivery performance, supplier quality and the proportion
of framework purchasing agreements.

Across all departments, sustainable and quality-con-
scious corporate management as well as well-trained and
motivated employees are also important foundations for
R. STAHLUs long-term profitable corporate growth.

We present further information on performance indicators
used in the Group in the non-financial Group statement,
which forms part of this management report and which
we also publish on our website at www.r-stahl.com under
the heading /1 Corporate/Corporate Responsibility.

RESEARCH AND DEVELOPMENT

Our technological expertise is an important element of
our market-leading position in explosion protection and
the basis for continuous product improvements and new
developments. We also collaborate with specialist univer-
sities, including Ernst Abbe University in Jena, Dresden
University of Technology and Heilbronn University, in the
core technology parts of our business, particularly electri-
cal engineering and materials research.


https://r-stahl.com/en/global/corporate/corporate-responsibility/

COMBINED MANAGEMENT REPORT 31
Basic Principles of the Group

R. STAHL
Annual Report 2020

In the reporting year, we continued to press ahead with
the technological development of our product portfolio,
particularly in the areas of automation, luminaires and
low-voltage technology. When it comes to automation
products, the focus was on vapor-proof (Ex nR) system
solutions that allow for operationally standardized network
components to be used cost-effectively and easily in Zone
2 explosion-proof areas. Our luminaire portfolio is also
becoming increasingly digital: The high-performance spot-
lights with DALI interface (a protocol for controlling opera-
tional lighting equipment) developed in the reporting year
provide intelligent control and readout options for central
monitoring and preventive maintenance. With the increas-
ing digitalization of our products, we are establishing a
foundation for the Industrial Internet of Things (lloT) and
Industry 4.0 in the Ex area. In 2020, our portfolio for low-
voltage solutions was expanded with the addition of a new
circuit breaker in component encapsulation technology.
This means that lighting and heating circuit distribution
with extended current ranges as well as lower ambient
temperatures can now be implemented. The presentation
of our innovations at the Achema international trade fair,
originally planned for the current year, cannot take place
until 2022 due to COVID-19.

In addition to market-driven innovations and ongoing
portfolio renewal, international association work also
plays a very important role in our research and develop-
ment activities. We play a leading role, for example, in the
working group “Ethernet APL project” which is developing
a new standard in the process industry for digital commu-
nication through explosion-protected ethernet right into
the field, and the Open Process Automation™ Forum,
which seeks decentralized solutions in the field of auto-
mation. We are also working with end users to implement
NAMUR Open Architecture (NOA) as a way to simplify and
optimize plant and equipment monitoring. A further focus
in the reporting year was on participation in projects relat-
ed to the implementation of Germany’s national hydrogen
strategy. With our targeted committee work, we help
shape the development of electrical explosion protection
and are thus in a position to tap into market trends at an
early stage.

Our research and development expenses amounted to

€ 19.9 million in the 2020 reporting year (2019: € 18.8 mil-
lion), corresponding to 8.1% of sales (2019: 6.8% of sales).
Included in that total is own work capitalized of € 4.3 mil-
lion (2019: € 3.7 million) which corresponds to share of
21.5% (2019: 19.6%).

EMPLOYEES

Skilled and motivated employees are a major success
factor for a globally active, leading technology company
like R. STAHL. To secure the skilled workers we need, we
offer employees and applicants attractive framework con-
ditions so that we can compete for qualified employees
and attract new skilled workers. This begins with the initial
guidance we provide to students and upcoming graduates
in the selection of a career. At our largest production and
training site in Waldenburg, the content required for train-
ing and studies is taught in a modern environment and an
efficient infrastructure. Through our cooperation with the
lIshofen football academy, we are also addressing future
skilled workers at an early stage in order to counter the
generally noticeable decline in the number of applicants.
The high standards of our Waldenburg site in the field of
training continue to be supported by tried and trusted pro-
grams, such as our career information day and the second-
ment of junior staff to foreign subsidiaries.

To ensure employees are given the best possible condi-
tions for achieving their personal career goals, we offer
individual training opportunities and flexible working time
models for a healthy work-life balance. We also support
the maintenance of our workforce's health with sports and
medical programs.

In the reporting year, the COVID-19 pandemic forced us to
incur considerable unplanned additional expense in global
personnel management. The focus was on maintaining
business processes with as little interruption as possible
through the rapid implementation of preventive and protec-
tive concepts to preserve employee health, as well as en-
suring compliance with regulatory requirements and mea-
sures. We were very successful in this regard. Through ear-
ly development and careful implementation of site-specific
hygiene plans, social-distancing rules, working hours and
work location regulations, canteen concepts and the provi-
sion of protective masks, we were able to very effectively
minimize the spread of COVID-19 at our sites overall.

We also made progress in the further development of our
“Employer of Choice” HR strategy in the reporting year. In
addition to continuing to successfully fill specialist and
management positions in key functions, we have laid the
foundations for global and digital processes in recruitment
and further training, as well as for performance measure-
ment and succession planning, with the definition of a
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talent management system that is to be implemented
across the Group by the end of 2023. Another focus of
our HR work in 2020 was the implementation of improve-
ments from the global employee survey that was con-
ducted in 2019. In the reporting year, our subsidiary in
the United Kingdom was presented with the “Investors
in People Award” for exemplary performance in the areas
of employee commitment, communication, employee
management and the reward system.

As of 31 December 2020, the R. STAHL Group employed
1,690 people (31 December 2019: 1,669). A further 98
were in apprenticeships (31 December 2019: 94). 22
employees completed an apprenticeship or dual study
program in 2020 (2019: 17) and were initially taken on as
temporary employees for a period of one year, resulting in
an expansion of the workforce in the reporting year.

ECONOMIC REPORT

As an internationally-positioned specialist supplier in the
electronics industry, we produce and market our products
and services worldwide. Our business therefore depends
on global economic trends as well as the development of
certain major foreign currencies, particularly the US dollar.
In addition to the oil and gas industry, the chemical and
pharmaceutical industries are R. STAHL's most important
customers.

GENERAL CONDITIONS

COVID-19 pandemic ushers in global recession
of historic proportions

In its January 2020 assessment, the International Mone-
tary Fund (IMF) was still forecasting sound growth of 3.3%
for the global economy in the reporting year. Within just a
few weeks of that time, however, it became apparent that
the year 2020 would take a completely different course
due to the dynamic, worldwide spread of SARS-CoV-2. Al-
though accurate forecasts of the global economic impact
were at first difficult due to the novelty of the virus and un-
certainty about the success of containment measures, the
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impact of the virus on the world economy was not imme-
diately clear. There were, however, significant travel and
contact restrictions ordered by governments around the
world which quickly disrupted global supply chains in
many key industries. At the same time, SARS-CoV-2 began
spreading rapidly worldwide as a result of the initially often
underestimated threat, which gradually disrupted an in-
creasing number of operational processes in all sectors
of the economy and brought them to a complete standstill
in some cases due to closures of businesses and public
facilities ordered by the authorities. Against this backdrop,
the IMF lowered its forecast for the reporting year to -3.0%
in April 2020 and lowered it again to -4.9% in June 2020.
Although the IMF’'s January 2021 report assumes an actu-
al decline of 3.5%, this is still the sharpest downturn in the
global economy since the end of the Second World War.

The decline was above average in industrialized countries
at 4.9%, led by the euro area countries with a drop of 7.2%,
where the extent of the collapse correlated closely with the
severity of the infectious event and the economic impor-
tance of travel. Of the largest European economies, Spain
was the hardest hit with a decline of 11.1%, followed by
Italy and France with 9.2% and 9.0%, respectively. In Ger-
many, the recovery of cyclical industrial sectors and private
consumption, especially in the second half of the year,
limited the economic downturn for the year as a whole to
-5.4%. Economic output also declined across the board in
the major industrialized nations outside the euro zone. The
weak performance in the United Kingdom, with a drop of
-10.0%, reflects not only pandemic but also the British exit
from the European Union at the end of the reporting year.
At -3.4%, gross domestic product in the USA developed in
line with the global economy.
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CHANGE IN GROSS DOMESTIC PRODUCT
COMPARED TO PREVIOUS YEAR"

in % 2020 2019
World -3.5 +2.8
Industrialized countries -4.9 +1.6
USA -3.4 +2.2
Euro zone 7.2 +1.3
Germany -5.4 +0.6
France -9.0 +1.5

Italy 9.2 +0.3
Spain -11.1 +2.0
Japan -5.1 +0.3
United Kingdom -10.0 +1.4
Canada -5.5 +1.9
Emerging markets 2.4 +3.6
Asia -1 +5.4
China +2.3 +6.0

India -8.0 +4.2
Russia -3.6 +1.3
Latin America 7.4 +0.2

" International Monetary Fund, WORLD ECONOMIC OUTLOOK UPDATE, January 2021

In emerging markets, the impact of the pandemic was
somewhat less pronounced, with a decline of 2.4% over
the year, but this was mainly due to the comparatively
good performance in China, where the spread of SARS-
CoV-2 originated and was countered there early on with
dramatic restrictions on freedom of movement. The Chi-
nese economy was thus the only one of the major econo-
mies to increase its gross domestic product in the year
under review, growing by 2.3%. Other Asian countries also
benefited from their experience with similar pandemic
events (SARS-CoV in 2003, MERS-CoV in 2012) and were
therefore able to contain the spread of the virus more
quickly, limiting the economic impact to a mere 1.1% de-
cline. The impact was much greater in India and Latin
America, where gross domestic product fell by 8.0% and
7.4% respectively.

US dollar falls back significantly in the course of the year

In addition to its impact on the real economy, the Corona

virus pandemic also had a serious impact on international
capital markets and development of foreign currency ex-
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change rates. The U.S. dollar experienced a significant
depreciation in the reporting period. While the U.S. Federal
Reserve (FED) successively raised its base interest rate
from 0.25% at the end of 2015 to 2.5% by the end of 2018
in response to above-average economic growth in the U.S.
and thereby boosting international demand for the U.S.
currency, it began a series of interest rate cuts again from
mid-2019 in light of slowing growth. After two adjustments
on March 3 and March 16, 2020, the base interest rate
finally moved back to the historically low level of 0.25%.
During the reporting period, this led to a depreciation of
the U.S. dollar against the euro in 2019 from USS$1.12/€
at the beginning of the year to USS$1.23/€ at the end of
the year.

SECTOR-SPECIFIC CONDITIONS

Oil and gas sector suffers unparalleled collapse

The spread of the Corona virus and the collapse of the
global economy also had a significant impact on the
commodity markets, particularly the oil and gas sector.
While global demand for oil remained around 100 million
barrels per day at the start of 2020, rapidly declining in-
dustrial production and significantly lower fuel demand
for aircraft and vehicles due to restricted travel led to a
drop in demand of around 30% by April. In addition, the
market price for crude oil fell by around two thirds at its
lowest point. At times, forward contracts, which are pur-
chase contracts for crude oil to be purchased in the future,
traded at double-digit negative prices. According to data
released by the Organization of Petroleum Exporting
Countries (OPEC) in January 2021, global demand for
crude oil declined 9.8% over the previous year to 90.3 mil-
lion barrels/day, and the average price of Brent crude fell
32.6% year-on-year to around US$43/barrel. Oil and gas pro-
ducers reacted to the resulting nearly 40% drop in revenue
by significantly reducing their capital expenditures for both
maintenance and the construction of new production and
processing facilities, which also became directly apparent
in a decline in demand for explosion protection products.
The fluctuation on the oil market led to numerous bank-
ruptcies, particularly in the US fracking industry, which
extracts oil from shale rock using complex extraction
methods, due to the relatively high production costs and
the typically high level of debt financing on the part of
companies in this industry.
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CHANGE IN INDUSTRY-SPECIFIC KEY FIGURES
COMPARED WITH PREVIOUS YEAR

in % 2020 2019
Oil demand, world"? 9.8 +0.9
Oil price, world

(Brent, change vs. annual average) -32.6 -10.2
Chemical industry, world® -0.7 +2.1
Chemical industry, Western Europe® -3.0 -1
Pharmaceutical industry, world® +4.1 +6.4
Pharmaceutical industry,

Western Europe? +7.9 +11.4
Electrical industry, world® -3 +2
Electrical industry, Germany? -9 -2

' OPEC Monthly Oil Market Report — February 2021

2 OPEC Monthly Oil Market Report — January 2020

2VCI, World Chemistry Report, January 2021, data for 2020 from January to November
“ZVEI, The Global Electrical Industry - Data, Figures and Facts, August 2020

Chemical industry victim of overall economic trend

Following years of growth that was above global gross
domestic product, the performance of the chemical indus-
try also dropped in the year under review in the wake of
the collapse of the global economy, although to a lesser
extent. While chemical production fell by 0.7% worldwide
in the first eleven months of the reporting year, according
to data published by the German Chemical Industry Asso-
ciation (VCI) in January 2021, the decline in Western Eu-
rope was significantly greater at 3.0%. These differing de-
velopments reflect the strong contribution on the part of
China, which accounts for more than one-third of global
chemical production but which suffered only moderate
economic losses in the year under review. Eastern Europe,
which increased its chemical production by 4.2% year-on-
year from January to November 2020, also saw a much
smaller impact from the Corona virus on the chemical
industry than the rest of the world.

Pharmaceutical industry growth weaker, but still high,
especially in Europe

Development in the pharmaceutical industry was again
counter to development in the chemical industry in 2020.
Although growth here also declined on an annual basis,
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global pharmaceutical production increased by 4.1% in the
first eleven months of 2020 according to the VClI's January
2021 estimate. Developments varied greatly from region
to region: While North America’'s pharmaceutical industry
dropped by 2.2% and production in Latin America was
slightly higher than the previous year by 0.4%, Asia record-
ed growth of +3.7%, Western Europe +7.9% and Eastern
Europe +12.2%.

Global electrical industry shrinks with particularly sharp
decline in Germany

In its August 2020 assessment, the German Electrical and
Electronic Manufacturers’ Association (ZVEI) predicted
that the global electrical and electronic industry’s econom-
ic output would decline by 3% to € 4.4 trillion for the year
as a whole. The most substantial decreases were record-
ed by the consumer electronics (electrical household ap-
pliances and entertainment electronics) and information
technology sectors, which were down 6% on the previous
year. For the Asia region, expectations were for a relatively
moderate decline of -1%, while a significantly stronger
drop was forecast for the Americas and Europe, at -7% in
each case, and a reduction of -9% was anticipated for
Germany. Even though the electrical industry performed
better in the second half of the year than had been expect-
ed in August, the decline in sales in Germany was signif-
icant at -5.6% in the first eleven months of the reporting
year, according to ZVEI data from January 2021.

BUSINESS DEVELOPMENT

Overview of business development

Decline in demand leads to significant drop in sales,
cost control measures ensure continued sound
financial position

In 2020, the global recession that was triggered by
the Corona virus pandemic led to a significant decline
in demand in all key markets relevant to electrical explo-
sion protection. This also had a significant impact on
R. STAHLs business development in the reporting year.

The very strong demand at the beginning of the year, with
monthly order volumes averaging around € 25 million and
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resulting in the highest quarterly order intake in more than
four years in the first quarter of 2020, plunged by almost

a third from May onwards and remained at a very low
monthly level until the end of the year, with significantly
increased volatility. This affected day-to-day business for
components and systems as well as orders for replacement
and expansion investments and a large number of major
projects worldwide. The decline was most pronounced

in the oil and gas sector, which experienced a significant
slump in demand in March and April and subsequently an
unprecedented drop in prices. Overall, R. STAHL's order
intake in 2020 was down 8.6% on the previous year at
€248.0 million (2019: € 271.4 million). The decline in order
intake resulted in a drop in sales to € 246.5 million in the
year under review, down more than 10% on the previous
year (2019: € 274.8 million). Also reflected in these figures
are delays in transport and receipt of goods on the part

of some customers who were unable to accept products
ready for delivery due to pandemic-related disruptions to
their operational processes. In the course of the year, this
led to a temporary increase in inventories of finished and
unfinished goods, which at the end of the year were still

€ 3.4 million higher than at the end of the previous year.
There were significant regional differences in the develop-
ment of sales in the reporting year. In Germany, R. STAHLs
strong market position and high proportion of business in
the chemical industry, which weathered the fallout from
the recession comparatively well, led to sales at the previ-
ous year's level. By contrast, regions with a typically high
proportion of sales in the oil and gas sector suffered con-
siderable losses, first and foremost the USA with a drop of
31.0%, Asia with a decline of 14.5% and the Central Region
(consisting of Africa and Europe excluding Germany) with
a drop of 7.8%. Measures implemented at an early stage
to adjust costs and secure liquidity significantly limited
the impact of declining sales on R. STAHLS earnings and
financial position. The € 28.3 million decrease in sales was
thus offset by a comparatively small decline in EBITDA pre
exceptionals of € 11.4 million to € 19.0 million (2019: € 30.4
million). With the cost of materials ratio unchanged from
the previous year at 33.7%, the moderate decline in earn-
ings was mainly attributable to reduced working hours and
lower variable compensation components in response

to weak demand, which reduced personnel expenses by
€ 6.4 million in the reporting year. Lower net other oper-
ating income and other operating expenses of around

€ 1.6 million also had a positive impact on earnings. As a
result, the break-even point based on EBITDA pre excep-
tionals (calculated on the basis of the cost of materials
ratio and constant fixed costs) improved by around
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€ 12 million year-on-year to € 217 million in the financial
year (2019: € 229 million). Consolidated net profit decreased
by € 4.9 million to € -3.5 million (2019: € 1.3 million) or

€ -0.54 per share (2019: € 0.217 per share). Despite the
challenging market environment, free cash flow was clearly
positive at € 5.7 million in 2020 (2019: € 8.5 million). As of
31 December 2020, net debt was € 5.8 million and thus
still at the very low level seen at the end of the previous
year (31 December 2019: € 4.2 million). The equity ratio
declined, falling to 18.8% at the end of the reporting period
(31 December 2019: 22.5%), mainly as a result of the
negative consolidated net profit and increased provisions
for pension obligations.

Significant events

Strong start to the year, but initial signs of a global
economic slowdown

In the first four months of 2020, R. STAHL recorded its
highest quarterly order intake in four years at € 78.8 mil-
lion. There were, however, growing signs of a global eco-
nomic slowdown due to the dynamic development of the
Corona virus pandemic. Given the looming prospect of the
worst economic crisis since the Second World War, it was
necessary to abandon the original target of generating sales
growth in the mid-single-digit percentage range in 2020.

Early extension of Executive Board contract with
Dr. Mathias Hallmann - Jiirgen Linhard appointed
member of the Executive Board

At its meeting on 20 April 2020, the Supervisory Board of
R. STAHL AG decided to prematurely extend the employ-
ment contract with CEO Dr. Mathias Hallmann by a further
three years until September 2023 and to appoint Jirgen
Linhard, until then Commercial Director at Diehl Aviation
Hamburg GmbH, as a member of the Executive Board with
responsibility for finance effective 1 May 2020. His con-
tract has a term of three years.

R. STAHL reduces weekly working time at Waldenburg
site to 30 hours for six months

In response to ongoing weak demand for explosion protec-
tion products, R. STAHL lowered the weekly working hours
at its Waldenburg production site to 30 hours from 1 October
until 31 March 2021. For financial year 2020, this resulted
in cost savings in the low seven-digit euro range.
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Closing of the subsidiary in Japan

As part of the consolidation of locations, the subsidiary
in Japan was closed at the end of the reporting year. The
regional organization in Asia will assume responsibility for
the customers there.

Events after the balance sheet date

There were no significant events after the balance sheet
date.

Due to the ongoing COVID-19 pandemic, there is still a
high degree of uncertainty regarding the pandemic’s
depth and duration of the impact on the global econo-
my, which could likewise affect the business activities
of the R. STAHL Group.

R. STAHL
Annual Report 2020

FINANCIAL POSITION
AND PERFORMANCE OF
THE R. STAHL GROUP

Earnings position

Sales

SALES SHARPLY LOWER IN THE COURSE OF THE
YEAR, BIGGEST DECREASE IN DEMAND IN THE OIL
AND GAS SECTOR

R. STAHL generated sales of € 246.5 million in the report-
ing year, down 10.3% on the previous year (2019: € 274.8
million). Sales development in 2020 was heavily influenced
by the progress of the COVID-19 pandemic and its impact
on the global economy. Although business in the first few
months was in line with expectations due to the sound
order intake and strong demand at the beginning of the
year, the pandemic had a noticeable impact on sales from
March onward, particularly in the form of delays in custom-
er acceptance of goods. This resulted in a slight decline in
sales to € 65.1 million in the first quarter of 2020 (Q1 2019:
€ 67.5 million). As the year progressed, the economic ef-
fects of the pandemic were increasingly apparent in mar-
ket demand, leading to significant declines in R. STAHLs
sales in all subsequent quarters in the reporting year.

SALES BY QUARTER

€ million
Q1 Q2 Q3 Q4
65.1 59.7 59.6 62.1
2020
2019
67.5 65.5 71.3 70.5
Q1 Q2 Q3 Q4
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SALES BY REGION

20% 25%

Asia Germany

21% 23%

Asia Germany

10% . 12% 2019
America America
45% 44%
Central region" Central region"
" Africa, Europe without Germany
There were significant regional differences in sales devel- EBITDA and EBIT

opment. Germany was the only region to maintain the
previous year's sales level at € 62.6 million (2019: € 62.5
million). This is primarily the result of a strong market
position and high proportion of business in the chemical
industry, which weathered the fallout from the recession
relatively well. By contrast, those regions with a significant
proportion of sales in the oil and gas sector suffered
considerable losses. In the Central region (consisting
of Africa and Europe excluding Germany), sales declined
by 7.8% year-on-year to € 111.5 million (2019: € 120.9
million), mainly due to declining demand from the oil
industry in the Nordic countries.

The decline was even more pronounced in the Asia region,
with a drop of 14.5% to € 48.6 million (2019: € 56.8 mil-
lion). In the Americas region, where production costs for
oil from shale rock and offshore extraction are particularly
high by global standards, the dramatic drop in volumes
and prices had a particularly severe impact on R. STAHLs
business. At € 23.8 million (2019: € 34.5 million), sales
there fell by 31.0%.

COST REDUCTIONS SIGNIFICANTLY LIMIT IMPACT
OF SALES DECLINE ON EARNINGS POSITION

The € 28.3 million decrease in sales in the reporting year
also led to a significant decline in earnings before interest,
taxes, depreciation and amortization (EBITDA) pre excep-
tionals. Targeted measures to adjust personnel costs, how-
ever, noticeably limited the impact on earnings, resulting
in EBITDA pre exceptionals of € 19.0 million in 2020 (2019:
€ 30.4 million), corresponding to a margin of 7.7% (2019:
11.0%). Year-on-year, this corresponds to a decrease of

€ 11.4 million or 37.4%. At the same time, exceptionals
were significantly lower than in the previous year, falling by
€ 4.2 million to € -1.8 million (2019: € -6.0 million), mainly
due to lower legal and consulting costs and lower sever-
ance payments, resulting in EBITDA of € 17.2 million in the
reporting year (2019: € 25.3 million). Total operating per-
formance decreased by € 24.4 million or 8.8% to € 253.9
million in 2020 (2019: € 278.2 million). This also reflects
the € 3.4 million increase in inventories of finished and
unfinished goods at the end of the reporting period in
connection with delays in acceptance by customers. There
was a positive development in the cost of materials, which
decreased in line with total operating performance by 8.8%
to € 85.7 million (2019: € 94.0 million), resulting in a
continued low cost of materials ratio of 33.7% of total
operating performance at the level of the previous year
(2019: 33.8% of total operating performance).



COMBINED MANAGEMENT REPORT
Financial Position and Performance

R. STAHL
Annual Report 2020

RECONCILIATION OF EBITDA PRE EXCEPTIONALS TO EBIT

in income statement

€ million 2020 2019 Change contained in:
EBITDA pre exceptionals” 19.0 30.4 -11.4
Exceptionals” -1.8 -6.0 +4.2
Restructuring charges -1.8 -6.1 +4.3
Write down and scrapping Change in finished and
of inventories -0.2 -0.1 -0.0 unfinished goods and cost
of materials
Severance pay -1.5 -2.5 +1.1 Personnel expenses
Depreciation and amortization” 0 -0.9 +0.9
Legal and consultancy costs -0.1 -2.4 +2.3 Other operating expenses
Other expenses 0 -0.1 +0.1 Other operating expenses
and other operating income
EBITDA 17.2 25.3 -8.1
Depreciation and amortization -16.7 -18.9 +2.2
thereof exceptionals? 0 -0.9 +0.9
EBIT 0.5 6.3 -5.8

! Exceptionals: restructuring charges, non-scheduled depreciation and amortization, charges for designing and implementing IT projects,
M&A costs as well as profit and loss from the disposal of assets no longer required for business operations.

2 Depreciation and amortization disclosed as exceptionals is not to be considered in the reconciliation of EBITDA pre exceptionals to EBITDA.

It was possible to significantly reduce personnel expenses
by € 6.4 million or 5.2% to € 115.6 million (2019: € 122.0
million), mainly as a result of the reduced working hours
initiated in response to weak demand (including the con-
version of collectively agreed special payment entitlements
into time off and, in some cases, through short-time work),
lower variable compensation components and a large
number of local measures at the global sites. A decrease
of € 1.1 million to € -1.5 million in severance pay reported
as exceptionals also contributed to this development
(2019: € -2.5 million).

The balance of other operating income and expenses de-
cr