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ABOUT THIS
NON-FINANCIAL REPORT

Scope and reporting period The content of this separate com-
bined non-financial report pursuant to sections 289b (3) and 315b
(3) of the German Commercial Code (HGB) (‘non-financial report’)
covers both the parent company DEUTZ AG and the DEUTZ Group.
Unless indicated otherwise, all quantitative and qualitative dis-
closures pertain to the Group as a whole (‘DEUTZ’). Disclosures
that relate only to DEUTZ AG are labeled accordingly. The report-
ing period is the 2022 financial year.

Report content and framework In accordance with section 315c¢
in conjunction with sections 289c to 289e HGB, this non-finan-
cial report summarizes the key topics identified as a result of the
materiality assessment of environmental matters, treatment of
employees, social responsibility, respect for human rights, mea-
sures to combat corruption and bribery, and other matters. @ see
also ‘Materiality assessment’, p. 97.

Key topics Aspects under the HGB

Product stewardship

Social responsibility
Environmental matters

Product quality Environmental matters

Other

Corporate governance = Treatment of employees
and compliance = Respect for human rights
= Measures to combat corruption
and bribery

Data protection = Respect for human rights
= Other

HR management

Treatment of employees
= Respect for human rights

Occupational health and = Treatment of employees
safety = Respect for human rights
Supplier management = Respect for human rights

= Measures to combat corruption

and bribery

= Environmental matters
Environmental and climate = Environmental matters
protection

As aresult of its 2022 stakeholder survey, DEUTZ also identified
material topics that can only partly be assigned to the aspects
defined under HGB. @ seealso Materiality assessment’, p. 97. These tOpiCS
are therefore included in the preceding table under the non-HGB-
defined 'Other’ aspect. The war in Ukraine did not have any direct
impact on the topics defined as material or on the related KPlIs
in 2022.
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In accordance with Article 8 of Regulation (EU) 2020/852 of the
European Parliament and of the Council of 18 June 2020 on the
establishment of a framework to facilitate sustainable invest-
ment, and amending Regulation (EU) 2019/2088 (‘EU Taxonomy
Regulation’), any company that is required to publish non-finan-
cial information pursuant to Article 19a or Article 29a of Directive
2013/34/EU must disclose in its non-financial statement how and
to what extent its activities are associated with economic activ-
ities that qualify as environmentally sustainable in the sense of
Article 3 and Article 9 of the EU Taxonomy Regulation. DEUTZ
makes the relevant disclosures in its non-financial report. @ see
also information on the Taxonomy Regulation (EU) 2020/852, p. 125 onward

The German Sustainability Code serves as the framework for this
report. The content, for example, is based in part on the under-
lying aspects of the Code’s criteria and in particular criteria 1-3,
5-9,13-15,17-18, and 20.

This non-financial report makes reference to further information
provided elsewhere in the annual report. References to disclo-
sures outside the scope of the consolidated financial statements,
the annual financial statements of DEUTZ AG, and the combined
management report for 2022 do not form part of the non-finan-
cial report.

Risks pursuant to section 289c (3) nos. 3 and 4 HGB Using the
net method, no material risks were found in relation to DEUTZ's
own business activities, business relationships, products, or ser-
vices or to aspects relating to the key topics pursuant to section
289c (3) nos. 3 and 4 HGB that are very likely to have a serious
impact on those aspects subject to reporting requirements now
or in the future. @ see the combined management report, risk report, p. 57 onward

for information on risks and opportunities

Content review On behalf of the Supervisory Board of DEUTZ AG,
the non-financial report was voluntarily submitted for an external
review with limited assurance pursuant to ISAE 3000 (Revised).

@ see p. 136 onward for the findings of the review
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BUSINESS MODEL

The DEUTZ Group’s core competencies are the development,
production, and distribution of drive solutions for off-high-
way applications. The Company was founded in 1864 and
has around 5,000 employees worldwide. Its current portfo-
lio extends from diesel, gas, and hydrogen engines to hybrid
and all-electric drives. DEUTZ drives are used in a wide range
of applications including construction equipment, agricultural
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machinery, material handling equipment such as forklift trucks
and lifting platforms, commercial vehicles, rail vehicles, and
boats used for private or commercial purposes. DEUTZ also
offers a comprehensive range of analog and digital services
through more than 800 sales and service partners in over
130 countries.

[0 see the combined management report, p. 22 onward, for further

information on strategy and objectives.

Portfolio of technology-neutral drive systems for different application segments

Construction machinery Material handling

Agricultural machinery

Stationary systems Other
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SUSTAINABILITY ORGANIZATION
AND MANAGEMENT

DEUTZ Sustainable Development Committee (SDC)
Responsibilities and reporting structure

Member of the Board of Management responsible for sustainability
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Supervisory Board

Dr. Sebastian Schulte, CEO

—

Sustainable Development Committee (SDC)

Strategy Development
Quality Management | Investor Relations

Non-Financial Reporting/Sustainability Communications
Investor Relations

Topic-specific responsibilities at DEUTZ AG level

Product Corporate Personnel Occupational health  Corp. Governance  Supplier Environmental &
stewardship citizenship development and safety & Compliance management climate protection
Head Head Head Head Chief Head Head
of Global Product  of Corporate of Human of Quality, Safety, Compliance of Sustainability of Quality, Safety,
Management Communications Resources Health and Officer and Compliance in Health and
& Investor Environment Purchasing Environment
Relations

Local representatives at the subsidiaries

Sustainability is firmly anchored at senior management level in
the DEUTZ Group, and overall responsibility lies with the Chairman
of the Board of Management. The Sustainable Development Com-
mittee (SDC), which comprises the heads of the relevant depart-
ments and the individuals responsible for the key sustainability
topics, provides the information that is used as the basis for mak-
ing decisions related to corporate sustainability in the DEUTZ
Group. Guided by the Group's Investor Relations function and the
Quality Management team, the SDC sets sustainability-related
targets, creates action plans for achieving them, and discusses
the continuous improvement of sustainability efforts across the
Group at regular intervals. Responsibility for implementing and
monitoring strategic initiatives lies either with the relevant depart-
mental heads or the individuals nominated by them. In view of the
fact that the DEUTZ Group is highly decentralized, they are sup-
ported in their work by local representatives at the subsidiaries.

ANNUAL REPORT 2022 DEUTZ AG

The SDC regularly reports to the Board of Management on prog-
ress with implementation of the sustainability strategy and on
changes to its content. This reporting includes an update on the
current situation with regard to the sustainability-related KPIs. The
objective, as part of a preventive risk management approach, is
to identify risks that might jeopardize the achievement of the tar-
gets at an early stage and to modify the action plan if necessary.

[ see also ‘Cor porate governance and compliance’, p. 100 onward

The Supervisory Board, in its function as an oversight body, is
updated by the Board of Management and/or the SDC manage-
ment at least once a year on the Company’s sustainability activ-
ities. In 2022, the Supervisory Board’'s Audit Committee was
also provided with detailed information on how the non-finan-
cial reporting would need to be brought into line with the Cor-
porate Sustainability Reporting Directive and the EU Taxonomy
Regulation and what preparations are being made to this end.
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MATERIALITY ASSESSMENT

Stakeholder survey The materiality assessment was previous-
ly carried out by the members of the SDC on the basis of the
DEUTZ Group’s business activities, the corporate philosophy, the
principles of the United Nations Global Compact, and the Wom-
en’s Empowerment Principles. In late 2021/early 2022, DEUTZ
conducted a questionnaire-based stakeholder survey so that
the views of further internal stakeholders, and especially those
of external stakeholders, could be taken into account. This was
used to determine the specific individual topics that are regarded
as material in the context of the overarching topics that DEUTZ
had previously included in its non-financial report. In order to
ensure that a broad spectrum of potentially relevant individual
topics are covered, the questionnaire also included those that
have previously not been covered by either the groupwide sus-
tainability strategy or the non-financial reporting. These topics
were identified by analyzing the non-financial reports of certain
peer group companies. The respondents also had the option of
naming, in a free-text field, any further sustainability topics that
they considered to be material. The questionnaire was given to
two main groups of stakeholders: representatives of the Group's
workforce across various hierarchy levels, who evaluated the indi-
vidual topics from the perspective of the Company, and external
stakeholders — customers, suppliers, analysts, and investors as
well as experts from trade associations and networks focused
on sustainability issues.

The stakeholder survey not only confirmed that the topics previ-
ously deemed as material were still considered as such, but also
identified new topics as being material. These included data pro-
tection, product quality, and water consumption. DEUTZ reports
on data protection and on product quality in this report and plans
to make disclosures relating to water consumption for the first
time in its 2024 non-financial report.

In 2022, the SDC confirmed the findings of the stakeholder sur-
vey and thus that DEUTZ continues to regard certain overarching
topics, including the individual topics referenced above, as key to
understanding the development, performance, and position of the
Group and the impact of its business activities on the non-finan-
cial aspects defined in accordance with HGB. These topics are
product stewardship, HR management (including occupational
health and safety), corporate governance and compliance, sup-
plier management, and environmental and climate protection.
DEUTZ reports on its corporate citizenship activities on a volun-
tary basis in this report.

ANNUAL REPORT 2022 DEUTZ AG
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Frequency of the materiality assessment The sustainability
topics that are found to be relevant by the materiality assessment
not only determine the scope of the non-financial report, they also
form the main components of the groupwide sustainability strat-
egy. This is based on the belief that any topics regarded as mate-
rial (in terms of how the Company’s business activities affect the
non-financial aspects defined in accordance with HGB) are also
those that will have a bearing on the sustainable growth of the
Company. In view of the fact that DEUTZ partly derives its medi-
um-term sustainability strategy from its materiality assessment,
the Company decided at the end of 2021 that it would involve
external and internal stakeholders in all its materiality assess-
ments going forward and always in conjunction with the defini-
tion of new medium-term targets. The members of the SDC will
continue to conduct an annual internal review of the materiality
assessment. Relevant information will be added to the non-finan-
cial report if this is required due to extraordinary events or devel-
opments — such as the outbreak of the coronavirus pandemic and
the war in Ukraine — that have a significant impact on the topics
defined as material. The content of the non-financial report is
also enhanced through ongoing analysis of sustainability-relat-
ed questionnaires completed by customers and rating agencies,
for example. This ensures that any information that is routinely
surveyed but that DEUTZ itself does not yet report on can be add-
ed to the report, thus continually enhancing the level of transpar-
ency in the interests of the stakeholders.

97



SUSTAINABILITY STRATEGY
AND OBJECTIVES

The name of the groupwide sustainability strategy, Taking
Responsibility, reflects the Company’s ambition of achieving its
financial objectives while fulfilling its environmental, social and
corporate governance responsibilities. Consequently, the DEUTZ
Group's sustainability activities are divided into three fields of
action to which the relevant key topics are assigned. DEUTZ had
set quantitative targets for 2023 when adopting its sustainabili-
ty strategy in 2019 and has now followed this up by setting new
medium-term targets for 2026. [ see DEUTZ Sustainability Vision 2023 and

2026 ataglance, p. 99

Taking Responsibility — DEUTZ's sustainability strategy
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Because it operates within global value chains, DEUTZ has an
influence on economic, environmental, and social developments.
The Company is aware of the responsibility that comes with this,
and as a consequence signed up to the United Nations Global
Compact in 2021. As a member of the UNGC, DEUTZ has vol-
untarily undertaken — on the basis of ten universally accepted
principles — to promote human rights, fair working conditions,
environmental protection, and the fight against corruption and
to support the achievement of the United Nations' general objec-
tives, in particular its 17 sustainable development goals (SDGs).
DEUTZ focuses on a total of eight of the 17 SDGs, which are incor-
porated into the strategic planning of groupwide sustainability
activities, with the aim of continually raising its own contribution
to their achievement.

Social
responsibility

Corporate
responsibility

Environmental
responsibility

Product stewardship

INDUSTRY, INNOVATION 12 RESPONSIBLE

13 v

Corporate citizenship

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

&3

Environmental and climate protection

1 CLIMATE
ACTION

O
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Sustainability as a component of Board of Management remu-
neration In accordance with the German Corporate Gover-
nance Code, remuneration for the Board of Management must
be aligned with the sustainable, long-term growth of the Com-
pany and contribute to the delivery of the business strategy. The
DEUTZ Group's sustainability strategy forms an integral part of
the overarching corporate strategy, which means that incentives
need to be put in place to ensure that it is implemented rigorous-
ly. The Board of Management remuneration system has includ-
ed a sustainability target since 2021, for example. The specific
performance criteria, which apply not only to all members of the
Board of Management but also to other senior managers, are
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specified on an annual basis by the Supervisory Board. These
criteria relate to environmental and climate protection targets,
alternative drives, corporate governance, occupational health and
safety, diversity, personnel development, and supply chains. @ see

also Rewu”e\ai\ome:‘om‘}: »nward

Sustainability-linked loan DEUTZ restructured the Group's
funding in 2022. @ seealso Financial position’, p. 43 onward, for further information
In addition to better overall terms and conditions, the new lending
arrangements include an ESG component derived from the Com-
pany’s sustainability strategy. An improvement in the recordable
incident rate (RIR) and a reduction in CO, emissions were the spe-

cific key performance indicators that were agreed.
DEUTZ Sustainability Vision 2023 and 2026 at a glance

Targets Targets Status

Key topics Corresponding KPIs for 2023  for 2026  in 2022
Corporate governance ® Proportion of workforce to have completed compliance training’ >95% >95% 97.4%
and compliance
HR management = Proportion of women in the workforce? >10% 12% 12.9%

= Proportion of women in management positions® >20% 18%* 15.4%

= Ratio of trainees to total employees® 25-3.0% 25-3.0% 24%

= Engagement® 78% 80% -

= Enablement® 69 % 75% =

= Rate of staff turnover” 5-10% 5-10% 9.6%
Occupational health = Recordable incident rate® 8.5 7 8.8
and safety
Supplier management = Proportion of new production component suppliers to have had 90%° 100% 71%

their compliance with the supplier code of conduct verified
= Number of existing suppliers to have had their compliance 5510 251 43
with the supplier code of conduct verified (Cumulated numbers)

= Proportion of suppliers assessed against sustainability criteria' 50% 80% 62%

= Proportion of suppliers that have passed business partner compliance checks™ 90% - 29
Product stewardship = (Proportion of) Consolidated revenue generated by the Green'* segment €60— 5-10%"° 33%

100 million

Environmental = CO, emissions from production sites (tonnes CO,e)'® -61%'"® -66%'® -62.5%
and climate protection = CQ, emissions from production sites per manufactured engine (kg CO,e)'” -66%'® —70%' -68.1%

= Waste for disposal -10%" 15%'° -223%

To be completed by all administrative employees of the DEUTZ Group.

Including staff on fixed-term contracts but excluding temporary workers.

Including staff on fixed-term contracts but excluding temporary workers, second level below the Board of Management.

The reason for this reduction is because it is already clear that the target for the proportion of female managers in 2023 will be not be achieved as even a small

number of personnel changes in this narrow field has the potential to disproportionately affect the ratio.

Number of trainees at the sites in Cologne, Ulm, and Herschbach (Germany) in relation to the number of employees in Germany, including staff on fixed-term contracts but excluding
temporary workers, Torqeedo, and Futavis.

Measured using a groupwide employee survey (all employees within the Group including staff on fixed-term contracts but excluding temporary workers), which was first carried out
in 2019 and will be repeated in 2023.

Relates to all employees within the DEUTZ Group, excluding staff on fixed-term contracts and temporary workers. The calculation includes both resignations and dismissals.

For the production sites in the DEUTZ Group, excluding joint ventures. The recordable incident rate (RIR) is the number of reportable accidents at work per year per one million hours
worked. An accident is deemed reportable if it occurs during working hours on the Company'’s premises while an insured activity is taking place and results in an absence of more than
three calendar days. The day of the accident itself is not counted, but weekends are included if a medical certificate has been issued by an occupational health practitioner. Working
hours are defined as the recorded or calculated actual time spent working and/or traveling by the employees. The working hours of permanent employees are counted, as are those of
temporary workers, employees with fixed-term contracts, part-time staff, interns, and student workers.

90 percent of the suppliers brought on board between 2020 and 2023.

2020 to 2023; existing suppliers as at the end of 2019. Verified by way of on-site audits.

2023 to 2026; existing suppliers as at the end of 2023. Verified by way of on-site audits.

Proportion of the top 150 suppliers as measured by DEUTZ's purchasing volume in the prior year.

Existing suppliers with which DEUTZ's purchasing volume for the prior year exceeded €0.5 million.

Including revenue of DEUTZ subsidiary Torgeedo.

Target for 2025.

CO,e = carbon dioxide equivalents; CO, emissions from the production sites of the DEUTZ Group excluding joint ventures. CO, figures are reported in accordance with the Greenhouse
Gas Protocol and are determined by multiplying the energy consumed by the relevant emissions factor.

Excluding joint ventures. CO,e = carbon dioxide equivalents; CO, figures are reported in accordance with the Greenhouse Gas Protocol. The ‘emissions per engine’ figure is calculated
by dividing total emissions by the number of engines made. CO, reporting covers Scope 1 (CO, emissions from diesel, natural gas, LPG, heating oil, CNG, gasoline and hydrogen caused
by combustion in our own facilities) and Scope 2 (CO, emissions relating to purchased energy (e.g. electricity, district heating)). Only internal combustion engines and electric drives
are counted.

'® Base year 2017.

' Base year 2019.

3 2 38 = 3
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CORPORATE RESPONSIBILITY

CORPORATE GOVERNANCE AND COMPLIANCE

DEUTZ understands good corporate governance and compliance
to mean acting responsibly and in accordance with the laws of the
countries in which it operates. It also understands this to mean
showing integrity and adopting an ethical and moral approach in
day-to-day business conduct toward not only business partners
and employees but also investors and other stakeholders of the
Company. As this represents the foundations for a sustainable
and successful system of corporate governance, the key tasks
of the groupwide compliance organization include cementing the
importance of integrity and compliance in the mind of every DEUTZ
employee, effectively preventing or limiting the manifestation of
compliance risks, and taking rigorous action against breaches of
the rules. In addition, compliance includes ensuring that any legal
requirements that must be made of third parties are also fulfilled.

Compliance organization DEUTZ has established a groupwide
compliance organization to ensure that the Company and its
employees act in accordance with the prescribed rules and regu-
lations. At the heart of the organization is the internal compliance
management system (CMS), whose function includes combating
corruption and bribery, tackling money laundering, and ensur-
ing compliance with export regulations and antitrust laws. As
measures to combat corruption and bribery form an integral part
of the CMS, these issues and the topics introduced above are
explained together in the following section.

In accordance with the schedule of responsibilities, the Super-
visory Board of DEUTZ AG has delegated overall responsibility
for the groupwide compliance organization to the Chairman of
the Board of Management of DEUTZ AG. He appoints the Com-
pliance Officer, and together they appoint individual compliance
coordinators who are responsible for compliance in their respec-
tive departments. Twice a year, the coordinators submit a writ-
ten report to the Compliance Officer, who in turn reports to the
Board of Management and the Audit Committee of the Supervi-
sory Board. As well as information on changes to the legal sit-
uation, the reports also focus on compliance-relevant matters,
possible risks associated with these matters, and the counter-
measures in place to mitigate or eliminate the risks. The basic
principles of the compliance organization are set forth in a group-
wide compliance policy.

The Compliance Officer and compliance coordinators hold reg-
ular meetings to plan the compliance activities that need to be
initiated. The Compliance department also works closely with
the Legal Affairs department, the Data Protection Officer, and
Corporate Audit. The latter is involved in a supportive capacity
in all key compliance activities and conducts ad hoc investiga-
tions, for example to uncover cases of corruption on behalf of

ANNUAL REPORT 2022 DEUTZ AG
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the Compliance Officer. It also carries out compliance audits to
address other potential compliance violations or fraudulent acts.
Corporate Audit’s plan for these follows a risk-oriented approach
that takes into account the Corruption Perceptions Index pro-
duced by Transparency International. There was one confirmed
case of corruption in the DEUTZ Group in 2022.

DEUTZ code of conduct and human rights code | UNGC 1-10 The
successful and sustainable management of a company depends
not only on the achievement of targets but also on the manner in
which they are achieved. The DEUTZ code of conduct is the pri-
mary means of providing employees with guidance on how to con-
duct themselves with integrity and in accordance with the law.
The code contains mandatory rules for behavior that cover areas
such as respect for human rights, working conditions and social
responsibility, anti-competitive practices, and data protection. It
also sets out the Company'’s zero-tolerance approach to corrup-
tion and bribery. Organizational policies on specific topics sup-
plement the code of conduct. They either summarize or provide
more detail on laws and regulations as well as internal rules, and
all employees are required to abide by them.

Because of the Company'’s global activities, the employees of the
DEUTZ Group operate within different legal frameworks and val-
ue systems. To ensure that every employee follows standardized
rules of behavior in spite of this, the code of conduct is applicable
across the Group and available in seven languages.

The latest version of the code of conduct is available to download
for employees on the intranet and for third parties on the Compa-
ny website under Compliance.

As a member of the United Nations Global Compact, DEUTZ
attaches particular importance to respect for human rights. It
is the Company'’s stated aim to ensure that they are upheld with-
out exception and at all times. In 2022, in pursuit of this aim,
DEUTZ adopted a groupwide human rights code. It serves to doc-
ument the human rights principles that are most relevant to us
and underlines our commitment to international conventions and
declarations such as the UN Guiding Principles on Business and
Human Rights, the UN Universal Declaration of Human Rights,
and the International Labour Organization’s Declaration on Fun-
damental Principles and Rights at Work. DEUTZ views compli-
ance with the rights, obligations, and prohibitions set forth in
these as an essential part of its internal and external interactions.
The human rights code therefore applies not just to the Compa-
ny itself but also to its employees, suppliers, and other business
partners. DEUTZ's aim is to ensure that human rights are upheld
within its own sphere of influence and that it is not indirectly com-
plicit in human rights abuses. [ seealso ‘Supplier management’ p. 110 onward

DEUTZ plans to update its general code of conduct in 2023 and

will pay particular attention to aligning it with the human rights
code.
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E-learning courses and classroom-based training To support
employees in their efforts to avoid breaking the law or breaching
regulations, they are required to complete annual compliance
training in the form of e-learning courses or classroom-based
training. At the start of the year, all of DEUTZ's administrative
employees’ are assigned training modules that they are asked to
complete by November 30 of that year. The modules are assigned
according to the employees’ individual areas of responsibility and
finish with tests that confirm whether the e-learning course has
been completed and the content of the training has been assim-
ilated. Disciplinary action may be taken if an employee fails to
participate in the e-learning, and they will still have to complete
it the following year but in a shorter period of time.

To take account of recent developments, for example new laws
or regulations, the content of the training is regularly reviewed
and expanded with new topic areas as needed. In addition to the
fixed modules (basic principles of compliance, anti-corruption,
antitrust law, export controls and embargoes, health and safety
in the office, prevention of money laundering/financing of ter-
rorism, and information security), the training program includes
further modules that change on an annual basis. These cover
subjects such data protection for employees, the German Gen-
eral Equal Treatment Act (AGG) and non-discrimination, and how
to handle trade secrets, deal with conflicts of interest, and pre-
vent insider trading.

In 2022, a total of 3,280 (97.4 percent) of all administrative
employees within the Group had successfully completed their
e-learning. DEUTZ therefore again exceeded the target of increas-
ing the proportion of the workforce to have successfully complet-
ed compliance training to more than 95 percent, a target that it
was aiming to achieve by 2023.

DEUTZ Group: Proportion of workforce to have
completed compliance training’

%

2022 2021 2020 2019 2018
Proportion of workfor-
ce to have completed
compliance training 97.4 99.1 97.3 98.1 935

' Only includes administrative employees.

' Here, the term administrative employees includes all individuals who are employed by
the DEUTZ Group, including its foreign affiliates, as at November 30 of any given year and
who are integrated into the Group's IT infrastructure and have access to a PC. It excludes
employees who left the Company during the year, were on parental leave, or were absent
for more than 50 percent of the year due to long-term sick leave.
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Employees in the individual departments of DEUTZ AG and its
subsidiaries are generally given additional training on topical
compliance matters once a year as part of a classroom-based
training course tailored to their areas of activity. Classroom-based
training is provided every year for non-administrative employees,
most of whom work in the plants. This training did not take place
in 2022 due to the ongoing coronavirus pandemic.

Whistleblowing system To identify, at the earliest possible
stage, behavior that violates laws or regulations and to imme-
diately put a stop to any proven misconduct, DEUTZ has estab-
lished a publicly accessible whistleblowing system for the
purposes of reporting suspected compliance violations. Every
suspected violation is documented in a uniform way and treated
in accordance with the groupwide compliance policy.

The whistleblowing system is available to employees and to third
parties, such as suppliers, on the Company website under Com-
pliance. Strict secrecy and confidentiality are guaranteed both
for whistleblowers and for the individuals involved. This is main-
tained during the course of any investigation that is launched if,
following a careful review of the evidence, there are concrete indi-
cations that a law or regulation has been violated. People can also
report actual or suspected compliance violations, anonymously
if they so wish, by email, post, or fax. Again, the relevant contact
details are published on the Company website under Compliance.

No confirmed human rights abuses were reported via the whis-
tleblowing system in 2022.

Business partner compliance tool | UNGC 10 DEUTZ expects
not only its employees to act in compliance with the law but also
its business partners. DEUTZ has implemented an IT-based busi-
ness partner compliance tool that enables it to respond appropri-
ately and at an early stage to matters such as suspected money
laundering, anti-competitive practices, corruption, or bribery on
the part of its business partners. The tool provides a web-based
self-declaration form that business partners are asked to fill out
and then checks both the company itself and the members of its
governing and supervisory bodies as well as the beneficial own-
ers against up-to-date sanctions lists. On the basis of the infor-
mation obtained, the business partners are classified using an
internal DEUTZ risk model and, if required, action is taken to min-
imize risks.
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Since the end of 2020, the business partner compliance tool has
been used at the sites in Germany to conduct compliance checks
on new business partners of DEUTZ AG. At the same time, work
began on progressively applying these checks to existing busi-
ness partners as well. The tool is set to be rolled out to the first
DEUTZ companies based outside Germany soon.

In 2022, the business partner compliance tool was used to con-
duct checks on a total of 348 existing business partners. There
was one case in which the findings led to an existing business
relationship being terminated.

Risk management Dealing responsibly with risks is an important
part of good corporate governance. The Board of Management
holds primary responsibility for groupwide risk management.
With the help of DEUTZ's internal risk management system, it is
able to proactively identify groupwide risks so that it can respond
rapidly to potentially relevant changes in the risk profile. Because
all the departments are integrated into the risk management sys-
tem, the monitoring of risks can be said to be comprehensive and
it includes those that may arise in relation to corruption and brib-
ery. Corporate Audit evaluates the system at regular intervals to
verify whether it is functioning effectively.

The DEUTZ Group generally conducts risk inventories four times
a year. The Treasury department is responsible for identifying,
assessing, and hedging financial risks as part of this. @0 seealsothe
risk report in the combined management report, p. 57 onward Non-financial risks that
arise as a result of the Company’s own business activity, busi-
ness relationships, and/or products and services and that could
have a negative impact on the non-financial aspects defined in
accordance with HGB have up to now been identified and eval-
uated manually under the supervision of the Sustainable Devel-
opment Committee (SDC). At the end of 2022, the process was
integrated into the Group's regular, system-based risk inventory.
In 2023, the process is to be integrated into the Group's regular,
system-based risk inventory. Risks related to the achievement
of non-financial KPIs will continue to be examined manually and
regularly reported to the Board of Management.
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German Corporate Governance Code In addition to laws,
regulations, and internal policies, the regulatory framework
in which the Company operates encompasses other stan-
dards and guidelines such as the Corporate Governance
Code. @ seep. 223 onward for the corporate governance declaration for DEUTZ AG and
In addition, the declaration
of conformity issued by the Board of Management and Supervi-
sory Board is published on the Company website under Corpo-
rate Governance.

the Group and for the corporate governance report

Stakeholder engagement and dialogue A stakeholder is con-
sidered to be any person, organization, or company with which
DEUTZ maintains relations or is in dialogue or that has an interest
in, and seeks dialogue with, DEUTZ. Shareholders are an import-
ant stakeholder group. The shareholders of DEUTZ AG routinely
exercise their rights of membership and rights of codetermina-
tion at the Annual General Meeting. The Annual General Meeting
decides on matters such as the appropriation of profit and the
formal approval of the actions of the Board of Management and
Supervisory Board. It also elects shareholder representatives to
the Supervisory Board. @ see'co
In addition, the Annual General Meeting rules on matters pertain-
ing to the legal basis of the Company, such as amendments to
the Statutes or corporate actions. It also passes advisory reso-
lutions for the approval of the remuneration system for the Board
of Management submitted by the Supervisory Board and for the
details of the Supervisory Board’s remuneration, and recommen-
datory resolutions for the approval of the remuneration report for
the previous year.

ition of the Supervisory Board', p. 211 onward

With regard to general capital market communications, DEUTZ
undertakes to comply with the transparency guidelines in the Ger-
man Corporate Governance Code, always communicating with
private shareholders, investors, financial analysts, and all other
interested capital market players comprehensively, promptly, and
openly. Each quarter, for example, a conference call for investors,
analysts, and journalists is held to coincide with the publication of
the Company’s latest financial results. The Board of Management
and the Investor Relations management team are also available
for talks with interested parties from the capital markets at con-
ferences, roadshows, and private meetings. Other current devel-
opments and significant events are communicated by means of
press releases. DEUTZ also proactively seeks to engage in ad
hoc dialogue with proxies, for example, in order to discuss mat-
ters such as their expectations or the business decisions that
have been made and to jointly reflect on the underlying reasons.
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DATA PROTECTION

The collection, processing, and storage of data is essential for the
day-to-day running of the business. In addition to data relating to
machinery, processes, and other applications, it includes the per-
sonal data of employees, suppliers, customers, etc. As an engine
manufacturer, DEUTZ operates in a business-to-business market.
This means that while the processing of personal data is not a core
focus, it is still necessary for certain activities.

Data breaches and the misuse of personal data have the potential
to significantly damage relationships with employees or business
partners. All stakeholders need to be able to rely on the Company
to protect their data against misuse. DEUTZ believes that uphold-
ing data protection rights forms part of its corporate responsibility.
It is therefore critical for DEUTZ, not just from a legal perspective
but also in our own interests as a company, to handle data respon-
sibly and to comply with the relevant laws and regulations. This
is a particular reason why the DEUTZ code of conduct also cov-
ers data protection.

Data protection organization The Data Protection department
bears overall responsibility for the implementation of data protec-
tion laws, the monitoring of compliance with them, and ongoing
improvements to the data protection organization. The depart-
ment is the responsibility of DEUTZ AG's Data Protection Offi-
cer (DPO), who is not bound by instructions from the Company’s
management and reports directly to the Chief Financial Officer
of DEUTZ AG on matters such as audits, complaints, and prog-
ress in implementing the data protection measures. In addition
to handling complaints related to data protection, the DPO is also
responsible for communicating with the regulatory body.

At operational level, each organizational unit within the DEUTZ
Group must appoint a Data Protection Manager (DPM). The DPM'’s
job is to ensure that any processes in place in their department
involving the processing of personal data are documented and

evaluated. @ see also ‘Documentation and evaluation processes’, p. 104

The subsidiaries of the DEUTZ Group generally bear individual
responsibility for compliance with local data protection laws and
internal requirements. However, DEUTZ AG's data protection orga-
nization provides support if necessary.
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To give the departments the best possible support, the DPO is
supported by a data protection coordinator (DPC). The primary
task of the DPC is to train the DPMs in the proper use of the data
protection software and to advise on the implementation of pro-
cesses relevant to data protection law.

Data protection policy Any personal data collected and stored
by DEUTZ is processed solely for the intended purpose, in a ver-
ifiable manner, carefully, and in accordance with the applicable
data protection laws. An overarching organizational policy cov-
ering data protection (‘data protection policy’) summarizes the
basic rules for handling the personal data of employees and third
parties. It is based on the provisions of the European General Data
Protection Regulation (GDPR) and describes how to collect, pro-
cess, and use personal data in compliance with the law, as well as
the tasks and responsibilities of the Company’s Data Protection
Officer. The policy is mandatory for all employees of the DEUTZ
Group. Specific data protection matters, such as the protocol
for erasure and archiving, are detailed in supplementary organi-
zational policies.

At the end of 2022, DEUTZ updated and extended its data protec-
tion policy, for example regarding the rights of affected individu-
als, responsibilities, and the role and remit of the DPM.

Data protection training To ensure as far as possible that its
employees handle data in compliance with the law and relevant
policies, all administrative employees in the DEUTZ Group are
required to regularly complete data protection training as part
of the compliance e-learning program. @ see also ‘Corporate governance
and compliance’, p. 100 onward. Employees can also access various docu-
ments on the intranet, including practical guides and self-learn-
ing materials, that provide further information.

Violations of the organizational policies or of existing laws may
result in disciplinary action, contractual measures, or conse-
quences under criminal law. The procedure for reporting known
or suspected breaches of data protection is described in the data
protection policy. Employees can also submit reports using a
form available on the intranet. The data protection team investi-
gates all reports and notifies the relevant regulatory body if nec-
essary. There was one incident in 2022 that needed to be reported
to the regulatory body.
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Documentation and evaluation processes At the end of 2020,
DEUTZ introduced web-based data protection software with the
aim of simplifying and standardizing its documentation and eval-
uation processes related to data protection. The software enables
data processing activities to be comprehensively documented
and evaluated at the same time, providing a basis for developing
and initiating any necessary risk-mitigating measures.

In 2022, the focus on using the software to document new and
existing data processing activities within the Group was main-
tained. The system was also rolled out to the European Group
companies. The plan for 2023 is to integrate the remaining sub-
sidiaries outside Europe, provided that this fulfills a legal require-
ment and is permitted under local regulations.

In addition, DEUTZ has continued to drive forward the groupwide
standardization of data protection. For example, a Group Data
Sharing Agreement (GDSA) was adopted to specify the shared
responsibilities between the Group companies.
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Assessment of data protection risk with regard to third par-
ties The day-to-day running of the business requires us to work
with various external partners, including customers and suppli-
ers as well as companies to which certain processes and ser-
vices are outsourced. The sharing and/or processing of personal
data forms a routine part of this work. For DEUTZ to fulfill all its
requirements with regard to data protection, it is essential that
it not only monitors its own data processing activities but also
ensures that third parties have adequate technical and organi-
zational measures in place to protect personal data. In 2021, in
pursuit of this aim, DEUTZ began to conduct vendor risk assess-
ments (VRA) that are set to become a formal part of its purchas-
ing conditions in 2023.
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HR MANAGEMENT

At the end of 2022, the DEUTZ Group employed a total of 4,975
people.! They are based in around 20 countries and therefore
subject to different local conditions, requirements, and legal
systems. The DEUTZ Group's human resources organization is
essentially decentralized. This gives the subsidiaries the strategic
and organizational freedom they need to tailor their HR manage-
ment activities to their specific needs and thus respond flexibly
to local circumstances.

Number of employees by region'

2022 2021

Europe 4,281 4,123
thereof Germany 3,434 3,273
Americas 398 339
Brazil 25 24
Australia 20 19
Asia-Pacific 30 37
India 6 -
Japan 5 -
Morocco 70 69
China 140 140
Total 4,975 4,751

T Full-time equivalents (FTE); excluding temporary workers.

In 2019, DEUTZ began to roll out an SAP-based IT environment for
HR with the aim of centralizing HR management — where appro-
priate — and digitalizing processes. The first stage involved cre-
ating a standardized format for recording employee master data
at DEUTZ AG sites. The format was subsequently rolled out to
the Spanish subsidiary DEUTZ Spain in 2022 following its imple-
mentation at the Company’s US site in 2021.

Under its sustainability strategy, DEUTZ has set various targets
for HR management that — unless indicated otherwise below —
relate to the entire Group, despite the largely decentralized orga-
nizational structure.

T Number of employees expressed as full-time equivalents (FTE);
excluding temporary workers.
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Corporate culture | UNGC 1, 3-6 DEUTZ strives to ensure a
respectful, non-discriminatory, and prejudice-free working envi-
ronment for all employees — regardless of their age, ethnicity,
nationality, gender, gender identity, physical and mental capabil-
ities, religious beliefs and worldview, sexual orientation, or social
background. To lend weight to this endeavor, DEUTZ signed up to
Germany'’s Diversity Charter in 2021. The Company thus pledges
its commitment to cultivating an organizational culture charac-
terized by mutual respect and appreciation. This saw DEUTZ take
part in Germany's Diversity Day for the first time in 2022. It also
raised rainbow flags, a symbol of tolerance and respect for diver-
sity, at its sites in Germany and Spain from late May to late June.

In addition, DEUTZ attaches a high priority to maintaining a cor-
porate culture that is shaped by team spirit and a sense of respon-
sibility, and that fosters a culture of innovation. This corporate
culture is encapsulated in the five corporate values of the DEUTZ
Group. In 2022, to reinforce the perception of the Company being
one team and to encourage a more open and more modern cor-
porate culture, the DEUTZ Board of Management gave the entire
workforce the option of addressing them by their first names.

DEUTZ Corporate Values

WE VALUE OUR

KNOWLEDGE.

WE MAINTAIN OUR

PIONEERING
» SPIRIT.

WE ARE DRIVEN BY
DEUTZ PASSION.

WE ARE ONE
-

WE TAKE
OWNERSHIP.

The DEUTZ code of conduct is the primary means of providing
employees with guidance on how to conduct themselves with
integrity in their day-to-day work. It contains mandatory rules
for behavior, whose aims include creating a working environment
that is free of discrimination, bullying, and harassment. The code
of conduct applies across the Group and must be adhered to
by all employees. [0 see also ‘Corporate governance and compliance’ p. 100 onward

Diversity and equality-friendly management culture | UNGC
1, 6 Diversity in society, influenced by globalization and by
demographic and societal shifts, is also reflected in the world of
work. DEUTZ firmly believes that having a diverse set of employ-
ees with different skills and talents opens up opportunities for
innovative and creative solutions while also providing access to
a wider pool of talent. It attaches a high priority to increasing the
proportion of women in the Company, for example. Recruitment
decisions should therefore be made solely on the basis of the can-
didate’s professional suitability and there should be equal pay for
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women and men. This means that an employee’s remuneration is
essentially determined by their personal and professional qual-
ifications and by the responsibilities assigned to them. For the
approximately 91 percent of DEUTZ AG employees covered by a
binding collective pay agreement, gender-specific differences in
salaries for equal tasks are excluded from the outset.

With a view to advancing the careers of women within the Group,
DEUTZ participates in a cross-mentoring program for female
management trainees. Under the scheme, the mentee works in
tandem with a mentor from a different company in order to gain
insight into the structures and processes that are in place at
another organization.

DEUTZ has set itself the target of increasing the proportion of
women in the workforce as a whole to more than 10 percent and
the proportion of female managers to more than 20 percent, in
both cases by the end of 2023. For 2026, there is an increased
target of 12 percent’ for the proportion of women in the work-
force as a whole but a lower target of 18 percent for the propor-
tion of female managers. The reason for this reduction is that it
is already clear that the target for the proportion of female man-
agers in 2023 will not be achieved as even a small number of
personnel changes in this narrow field has the potential to dis-
proportionately affect the ratio.

DEUTZ Group: Proportion of women

%

2022 2021 2020 2019
Proportion of women in
the workforce! 12.9 13.0 121 11.4
Proportion of women in
management positions? 15.4 1.4 1.4 12.4

" Including staff on fixed-term contracts but excluding temporary workers.

2 Including staff on fixed-term contracts but excluding temporary workers. The second
level below the Board of Management, i.e. all female managers who report directly to a
manager in the top level of senior management and have managerial responsibility.

In 2022, women made up 12.9 percent of the total workforce, so
the target for 2023 and the medium-term target for 2026 were
both exceeded. At 15.4 percent, the percentage of women in
management positions was noticeably higher than in 2021 but
remained well below the target for 2023.

Representation of interests and codetermination | UNGC 3, 6
Pay-scale employees in Germany, who make up the majority
(89 percent?) of the DEUTZ AG workforce, are subject to the col-
lective pay agreement of the metalworking and electrical engi-
neering industry. Their interests are represented by the works
councils at the individual sites. A key task for these works

T The targets for 2026 were set at the end of 2021/start of 2022.
2 Number of employees expressed as full-time equivalents (FTE); excluding temporary
workers.
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councils is to monitor whether DEUTZ AG is fulfilling its respon-
sibility to society as an employer. To enable them to perform
this task, they are afforded the right to be informed about cer-
tain decisions and actions of the employer and to participate and
have a say in them. HR matters such as working hours, pay, and
occupational health and safety are among the key issues that
are subject to this codetermination process. The works councils
of DEUTZ AG therefore get involved in all employee-related mat-
ters regarding recruitment, remuneration, reassignment, and dis-
missal. Their primary objective is to agree mutually acceptable
rules and arrangements for the matters at hand. The rights and
obligations of the works councils in Germany are derived from
the Works Constitution Act. An independent works council rep-
resents the interests of the Spanish employees at the site in Zafra.

The particular interests of staff with disabilities or equivalent
impairments are additionally monitored and protected by a dis-
abled persons’ representative. Performing a similar role to that of
the works council, this individual ensures that DEUTZ AG enforc-
es the laws, collective pay agreements, and works agreements
that are in place for disabled employees. Moreover, it appointed
aninclusion officer in 2022. In 2022, to the best of its knowledge,
the Company employed a total of 127 people with disabilities or
equivalent impairments.

An elected Senior Staff Committee represents the interests of
senior managers. Both the works council and senior manag-
ers also appoint representatives to the Company’s Supervisory
Board, thereby exercising their right of codetermination.

Employee motivation and empowerment A company’s suc-
cess and capacity for innovation depends to a large extent on
its employees’ motivation and satisfaction (engagement) and
empowerment (enablement), and not just on their ability to do
their job. DEUTZ endeavors to provide its employees with a work-
ing environment that motivates and empowers them at every
stage of their working life. The measures offered by DEUTZ AG
in this context include fair pay, paid vacation, flexible working
time models for balancing work with family life, a day care cen-
ter at its headquarters in Cologne, a comprehensive training and
development program, the agreement of individual targets, a wide
variety of healthcare and sports programs, and an equality-friend-
ly management culture.

The bonus-driven ideas management scheme is a further tool for
motivating the workforce to make a proactive contribution to the
success of the Company. It allows any employee at DEUTZ AG to
put forward ideas for discussion, such as how to improve prod-
uct quality, enhance the portfolio of drive systems and services,
make the working environment more efficient, and optimize
existing processes. Not only does this help to foster a culture of
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innovation in the Company, but it can also increase employees’
motivation and give them a greater sense of empowerment, for
example because they can suggest ways to improve their working
conditions. A total of 732 ideas were submitted in 2022.

Internal communications DEUTZ uses various communication
channels to ensure its employees are fully up to date on all the
latest news. These channels include letters to staff, the intranet,
the regular myDEUTZ employee magazine, and the employee app
DEUTZ Mobile. This app gives access to a wide range of infor-
mation about DEUTZ and can be downloaded by all employees of
DEUTZ AG and of the Spanish subsidiary DEUTZ Spain (as well as
US employees in the near future) on their personal or work smart-
phones and/or tablets. In terms of analog formats, a works meet-
ing is held at the DEUTZ AG sites at least once a year, at which
the Board of Management and works council inform employees
of current developments.

Employee survey In 2019, DEUTZ carried out a groupwide
employee survey for the first time in order to measure the levels
of engagement and enablement in its workforce. The objective of
the survey is to use the resulting insights to define specific mea-
sures that can motivate and empower employees to realize their
potential to the fullest possible extent.

The employee survey carried out in 2019 found that 78 percent
of DEUTZ employees were motivated (engagement) and 69 per-
cent felt empowered to do their work (enablement). These results
showed that DEUTZ compares favorably with other companies
in Europe, and so it set itself the target of maintaining these lev-
els up to 2023. The target for 2026, meanwhile, is to increase the
levels of engagement and enablement to 80 percent and 75 per-
cent respectively.

The employee survey was originally meant to be carried out every
three years. However, the latest survey has been put back to 2023
because of the reorganization of the Board of Management in
2022 and the reallocation of responsibilities at this level and at
the management level below.

Training DEUTZ attaches great importance to training. The Com-
pany’s success in this area is evidenced by the fact that, in 2022,
the Cologne Chamber of Industry and Commerce recognized its
training center at the headquarters in Cologne, the Factory for
Talents, for its outstanding achievements in vocational training
for the twelfth time in succession. Moreover, a DEUTZ apprentice
was named one of North Rhine-Westphalia's best, while four oth-
er DEUTZ apprentices achieved some of the best exam results in
the city of Cologne.
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In 2022, a total of 30 apprentices embarked on careers at
DEUTZ AG. As a result, the ratio of trainees to total employees
was 2.4 percent as at the end of 2022.

DEUTZ AG: Ratio of trainees to total employees'’

%

2022 2021 2020 2019 2018

Ratio of trainees to total
employees 2.4 2.7 3.2 2.6 2.5

' Number of trainees at the sites in Cologne, Ulm, and Herschbach (Germany) in relation
to the number of employees in Germany, including staff on fixed-term contracts but
excluding temporary workers, Torqeedo, and Futavis.

DEUTZ has set itself the target of maintaining the ratio of train-
ees to total employees at between 2.5 percent and 3.0 percent in
each year up to 2026. The fact that this target was not quite met
in 2022 is because the relevant number of employees in Germa-
ny usually rises as production volumes increase, whereas the
number of trainees remains virtually the same every year and
in 2022 the number of employees rose by 5.6 percent compared
with the previous year.

Staff turnover DEUTZ believes that a healthy rate of staff turn-
over, while retaining the services of experienced workers in the
organization, should also recognize that new employees bring
with them new perspectives that can help a company to devel-
op and improve its ability to innovate. HR activities are therefore
aimed at ensuring the groupwide rate of staff turnover remains
within a range of 5 to 10 percent up to 2026.

DEUTZ Group: Staff turnover’

%

2022 2021 2020 2019

Rate of staff turnover 9.6 10.5 6.3 6.3

' Relates to all employees within the DEUTZ Group, excluding staff on fixed-term contracts
and temporary workers; number of employees calculated as full-time equivalents (FTE).
The calculation includes both resignations and dismissals.

In 2022, the rate of staff turnover for the DEUTZ Group was
9.6 percent and therefore within the targeted range.

107



OCCUPATIONAL HEALTH AND SAFETY

Financial considerations must never be allowed to compromise
the health and safety of staff, because every individual has the
fundamental right to health and physical well-being. DEUTZ rec-
ognizes that providing a safe working environment that is condu-
cive to health is part of its responsibility as an employer. Across
the Group, the Company therefore complies with the statutory
requirements on occupational health and safety that apply from
country to country and implements measures based on local
circumstances.

At present, occupational health and safety within the DEUTZ
Group is still largely managed at local level. This means that,
unless indicated otherwise, the following information essentially
relates to the sites of DEUTZ AG, where the majority of the Group’s
workforce — around 65 percent' — is based. However, the Compa-
ny aims to set up a centralized organization and, going forward,
to initiate planned health and safety activities on a groupwide
basis. In 2022, in pursuit of this aim, DEUTZ began to put togeth-
er a global safety board comprising the occupational health and
safety representatives of the German and non-German Group
companies. Their common objective is, in the medium term, to
define minimum global standards for occupational health and
safety and to establish best practice processes that are applica-
ble across the Group.

! Percentage calculated on the basis of full-time equivalents (FTE);
excluding temporary workers.
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1SO 45001 certification | UNGC 1 In 2021, the integrated man-
agement system (IMS) that had been established in Germany was
extended to cover occupational health and safety. @ see Product
quality’, p. 117 onward, for further information on the IMS This entailed a matrix cer-
tification process, in accordance with the global ISO 45001 stan-
dard, that started with the Cologne sites. ISO 45001 sets out the
requirements for an effective system for managing occupation-
al health and safety. The next step, which took place in 2022,
involved assessment of the German sites in Ulm and Herschbach
by the certification auditors. The production site in Zafra, Spain,
has held ISO 45001 certification since 2019. Based on the num-
ber of people employed at production sites across the Group, the
ISO 45001 certification covered around 75 percent of the Group's
workforce as at December 31, 2022.

The management of occupational health and safety at DEUTZ AG
is organized by the Health, Safety, and Environment department.
Its overarching objective is to protect the health of employees
over the long term while ensuring, as a consequence, that they
can continue to perform to the required level. In addition to gen-
eral preventive measures (for example those initiated as a result
of near misses), its main tasks include the ongoing analysis and
evaluation of potential hazards and the specification of suitable
countermeasures to minimize risk. Regular training is provided
to the key players in occupational health and safety to ensure
that their knowledge is up to date and in keeping with the times.

Integrated management system

Audit management

Process management

Procedural & operating instructions

Organizational policies

Other internal rules

_1S0 45001
occupational health & safety
management

Zertifikat

Principles of corporate policy and overarching corporate strategy

ANNUAL REPORT 2022 DEUTZ AG

108



In order to raise awareness of occupational health and safety
among the workforce, all managers must provide their staff with
relevant annual training. Furthermore, all of DEUTZ's administra-
tive employees' are required to complete a training module on
health and safety in the office as part of their annual compliance
e—Iearning courses. 03 See Corporate governance and compliance’, p. 100 onward for

further information on the e-learning co

Risk assessments and health and safety inspections | UNGC 1
Internal risk assessments and subsequent inspections play an
integral role in how workplace safety is managed at DEUTZ AG
and its Spanish subsidiary, DEUTZ Spain. The frequency with
which these take place depends on the extent and type of the
risk presented by the machinery or workspace. Any issues iden-
tified are documented in action plans that specify a timeframe
for remedial measures to be taken. In addition to internal audits,
there are also health and safety inspections conducted at reg-
ular intervals by the employers' liability insurance association.

Management of hazardous substances | UNGC1 DEUTZ uses
hazardous substances in its engine production that could cause
harm to people and the environment if they are not handled prop-
erly. DEUTZ AG manages hazardous substances in such a way
that the related hazards are either avoided entirely through the
use of substitutes or reduced to a minimum as a result of techni-
cal and organizational measures. These include training cours-
es and manuals that provide employees with guidance on how to
handle hazardous substances safely. Whereas the priority with
regard to hazardous substances has up to now been on systemat-
ic documentation and establishing approval processes, the focus
is now primarily on purchasing. The aim is to ensure, across the
Group, that only approved hazardous substances are able to be
purchased.

Occupational healthcare center and cooperating company doctors
Measures to protect employees’ health are managed and offered
centrally by the occupational healthcare center at the headquar-
ters in Cologne and the company doctors at the Ulm site that
cooperate with the center. In addition to regular consultation
times, the offering includes PCR tests, mandatory check-ups and
medicals, advice on nutrition, ergonomics, and addiction, arange
of vaccinations (including against coronavirus), and a managed
process of returning to work after illness or injury that is run in
conjunction with the HR department.

T Here, the term administrative employees includes all individuals who are employed
by the DEUTZ Group, including its foreign affiliates, and who are integrated into
the Group's IT infrastructure and have access to a PC.

ANNUAL REPORT 2022 DEUTZ AG

i < >

NON-FINANCIAL REPORT | CORPORATE RESPONSIBILITY

Recordable incident rate The recordable incident rate (RIR) is
one of the means of measuring and monitoring the effectiveness
of the measures described above.

The DEUTZ Group's RIR improved year on year from 9.4 to0 8.8 in
2022. This positive trend is proof that the ongoing implementa-
tion of the health and safety measures mentioned earlier is grad-
ually paying off.

There were no fatal accidents in 2022.

DEUTZ Group: Recordable incident rate (RIR)'

2022 2021 2020 2019 20182

RIR 8.8 9.4 7.4 1.2 15.0

' For the production sites in the DEUTZ Group, excluding joint ventures. The recordable
incident rate (RIR) is the number of reportable accidents at work per year per one million
hours worked. An accident is deemed reportable if it occurs during working hours on the
Company's premises while an insured activity is taking place and results in an absence
of more than three calendar days. The day of the accident itself is not counted, but week-
ends are included if a medical certificate has been issued by an occupational health
practitioner. Working hours are defined as the recorded or calculated actual time spent
working and/or traveling by the employees. The working hours of permanent employees
are counted, as are those of temporary workers, employees with fixed-term contracts,
part-time staff, interns, and student workers.

The figures for 2022 -2019 are not directly comparable with the figure for 2018 because
temporary workers were not included in the calculation before 2019.

As part of its Sustainability Vision for 2023, DEUTZ had been
working toward the target of improving its RIR to 7 by the end of
2023. This target was changed to 8.5 during the reporting year.
Achieving a RIR of 7 is now the medium-term target for 2026.
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SUPPLIER MANAGEMENT

DEUTZ maintains business relationships with around 5,900 sup-
pliers in more than 60 countries. With a purchasing volume of
nearly €1.4 billion worldwide, the DEUTZ Group’s supply chain
makes a significant contribution to its value creation process. As
the Company’s subsidiaries are mainly sales companies, overall
responsibility for supplier management’, including the approv-
al of production component suppliers, lies predominantly with
DEUTZ AG as the executive parent company. Despite this, the
purchasing-related targets that DEUTZ has set as part of its sus-
tainability strategy apply not only to DEUTZ AG but to the DEUTZ
Group as a whole.

Standardization of Group purchasing DEUTZ intends to gradu-
ally centralize Group purchasing so that, in the medium term and
as far as is reasonably practical, all subsidiaries will be subject
to the same principles as apply at DEUTZ AG. In 2021, as a first
step, it set up a groupwide organizational structure for purchas-
ing and established the Purchasing Excellence department, which
assumed global responsibility for the purchasing function’s strat-
egy, governance, processes, methods, and tools. DEUTZ also set
up a platform that is able to provide a transparent overview of the
global supplier base. The DEUTZ subsidiary Torqgeedo and the
DEUTZ companies in China and Morocco were integrated into this
platformin 2022. A groupwide purchasing policy was also drawn
up in 2022. Once signed off in 2023, it will require all procurement
activities to be approved by Group purchasing.

Supplier management system DEUTZ AG systematically man-
ages its suppliers using a ‘supplier cockpit’, which it uses to mon-
itor the performance of key suppliers primarily from a purchasing,
logistics, and quality perspective. In 2020, in order to be able to
query and evaluate various aspects of sustainability, the Compa-
ny also introduced a web-based assessment platform for global
supply chains and a business partner compliance tool. DEUTZ
initiated a digitalization process in 2021 with the aim of combin-
ing these previously stand-alone assessment platforms into a
single supplier cockpit in the medium term. The objective is to
ensure that, from the outset, the assessment of suppliers takes
particular account of aspects such as respect for human rights,
measures to combat corruption and/or bribery, and compliance
with certain environmental and social standards. Employees in
the purchasing department should, with the help of specialist
training, be able to give sufficient consideration to this informa-
tion when selecting suppliers while also utilizing it in their pur-
chasing negotiations.

1 The information in this section relates to direct suppliers that have a contractual
relationship with DEUTZ.
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Code of conduct for suppliers | UNGC 2-6,10 The DEUTZ code
of conduct for suppliers (Supplier Code) is a key instrument in the
Company's efforts to communicate sustainability aspects to its
supply chain. The code sets out mandatory groupwide require-
ments, for example with regard to ensuring compliance with occu-
pational health and safety standards and certain environmental
protection standards as well as respecting human rights. Among
other objectives, the code thus helps to ensure that DEUTZ does
not make itself complicit in human rights abuses as defined in the
second principle of the UN Global Compact. It also expresses the
Company's expectation that suppliers should impose the same
requirements on their supply chain that DEUTZ imposes on them.

In 2022, DEUTZ comprehensively revised its code of conduct for
suppliers. The expectations that the code sets out were expanded
and formulated in greater detail in line with national and interna-
tional laws and guidelines, such as Germany's Supply Chain Due
Diligence Act (LkSG), the Universal Declaration of Human Rights,
the UN Guiding Principles on Business and Human Rights, and
the OECD Guidelines for Multinational Enterprises. Moreover, con-
tent that had previously taken the form of recommendations was
turned into mandatory requirements that a supplier now has to
fulfill in order to work with DEUTZ. The new Supplier Code was
published at the beginning of 2023.

In order to ensure and track the effectiveness of the Supplier Code
to the greatest possible extent, DEUTZ conducts site audits of
both existing and new suppliers to assess their compliance with
the requirements set out in the code. The Supplier Code, which
is referenced in all standard supplier contracts and in the gener-
al purchasing conditions, specifies that DEUTZ reserves the right
to conduct such audits.

DEUTZ has set itself the target of conducting site audits of a
total of 55 existing suppliers between 2020 and the end of 2023
regarding their compliance with the Supplier Code, as well as of
90 percent of all new production component suppliers taken on
during this period. By 2026, the target is to have audited a fur-
ther 25 existing suppliers and for 100 percent of new production
component suppliers to have been audited. In 2022, site audits
were conducted at a total of 23 existing suppliers. The propor-
tion of new suppliers that were audited came to 0 percent. This
is because DEUTZ only entered into contracts with two new sup-
pliers last year and the volume of business in both cases was rel-
atively insignificant. The cumulative total of new suppliers that
have been audited came to 71 percent.
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DEUTZ Group: Number of suppliers' to have undergone site audits
regarding their compliance with the Supplier Code

2022 2021 2020
Number of
suppliers audited 23 16 4
' Existing suppliers as at the end of 2019.
DEUTZ Group: Proportion of new production component suppliers
audited regarding their compliance with the Supplier Code
%

2022 2021 2020
Proportion of new
production component 83 0
suppliers audited 0

Suspected violations of the Supplier Code can be reported at any
time via a publicly accessible whistleblowing system. @ seealso

Corporate governance and compliance’, p. 100 onward

Monitoring and assessing the sustainability performance of
suppliers | UNGC 2-7,10 Supplier management had previously
focused primarily on the quality of the supplied components, lead
times, availability, and commercial conditions. The implementa-
tion of the groupwide sustainability strategy, however, now means
that increasing consideration is given to sustainability criteria
as well. DEUTZ has created a tool that draws on publicly acces-
sible information to ensure that potential sustainability risks in
its supply chain are monitored on an ongoing basis. Using pre-
defined data sources, such as those provided by the World Health
Organization, the tool identifies any reports that pertain to rele-
vant risks, for example in connection with human rights issues or
labor practices, selects them, and automatically forwards them to
the appropriate employees in the purchasing department. These
reports are also incorporated into the system-based assessment
of the general risk of working with that supplier.

At the end of 2020, DEUTZ also began using EcoVadis, a web-
based assessment platform for global supply chains, in order
to gain a rounded picture of the sustainability performance of
its biggest suppliers by revenue. The assessment criteria cover
environmental and ethical topics, labor rights, human rights, and
sustainable sourcing.
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DEUTZ has set itself the target of having audited the sustainabil-
ity performance of 50 percent of its top 150 suppliers — as mea-
sured by its purchasing volume in the prior year — by the end of
2023 and 80 percent of them by 2026. The proportion of suppli-
ers to have undergone such an audit came to 62 percent at the
end of 2022. 77 percent of the audited suppliers achieved silver,
gold, or platinum status.

DEUTZ Group: Proportion of suppliers’
assessed against sustainability criteria

%

2022 2021 2020

Proportion of

suppliers assessed 55 31

62

' Top 150 suppliers as measured by DEUTZ's purchasing volume in the prior year.

In the next step, DEUTZ plans to establish a process that will
make it possible to systematically capture and document the
assessment findings and any weaknesses identified. This docu-
mentation will then be used as a starting point for the definition
of remedial measures in collaboration with the suppliers.

Business partner compliance | UNGC 1-6, 10 As part of a pre-
ventive risk management approach, business partners are also
checked regarding any potential misconduct — e.g. in connec-
tion with money laundering, unfair competitive practices, or cor-
ruption and/or bribery — in addition to the assessment of their
sustainability performance using EcoVadis. DEUTZ introduced a
business partner compliance tool for this purpose at the end of

2020. @M seealso ‘Corporate governance and compliance’, p. 100 onward

DEUTZ's original target for 2023 was to have used — or be using
— the business partner compliance tool to conduct checks on 90
percent of all existing suppliers with which its purchasing vol-
ume for the prior year exceeded €0.5 million. At the beginning of
2023, it tightened up this KPI to only include suppliers that had
undergone and actually completed the business partner com-
pliance checks and therefore no longer find themselves within
the audit process. The target for 2023 was adjusted to 20 per-
cent as a result.
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At December 31, 2022, 67 percent of existing suppliers were
undergoing business partner compliance checks. 2 percent of
existing suppliers had already undergone and completed busi-
ness partner compliance checks by this time.

DEUTZ AG: Suppliers' that have undergone
and completed business partner compliance checks

%

2022 2021 2020

Proportion of

suppliers audited 2 1 0

' Existing suppliers with which DEUTZ's purchasing volume for the
prior year exceeded €0.5 million.

Materials compliance | UNGC 7-8 DEUTZ purchases compo-
nents and raw materials for use in engine production that con-
tain an extensive range of compounds, substances and minerals.
As a result, the Company is subject to international regulations
including the regulation pertaining to the registration, evaluation,
authorization, and restriction of chemicals (REACH), the directive
restricting the use of certain hazardous substances in electrical
and electronic equipment (RoHS), and provisions governing the
use of conflict minerals.

The Materials Compliance function is tasked with ensuring com-
pliance with the aforementioned regulations. Its main responsi-
bilities include continually assessing developments at regulatory
and policy level and determining whether the engines that are pro-
duced fulfill the criteria of all the many environmental laws and
regulations. The function is also responsible for optimizing pro-
cesses with regard to the materials and substances that are used.
This includes introducing conformity checks in the product devel-
opment process and in the purchased parts approval process. To
achieve these aims, it works closely with Component Purchasing
for Series Production and the Supplier Quality department and
stipulates the criteria for the selection of production component
suppliers with regard to materials compliance. DEUTZ uses an
online database for materials declarations with the aim of moni-
toring supplier compliance with these criteria and improving the
management of processes.
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As it does not purchase any minerals directly, DEUTZ has to work
in conjunction with its business partners in order to exercise its
responsibility in this respect. In order to avoid minerals from con-
flict-affected and high-risk areas in the supply chain and counter-
act illegal or unethical procurement practices, DEUTZ has put in
place a corporate policy on conflict minerals as a supplement to
the Supplier Code. Among other sources, this policy reflects the
OECD Due Diligence Guidance for Responsible Supply Chains of
Minerals from Conflict-Affected and High-Risk Areas. Since 2022,
it has been mandatory for the corporate policy on conflict min-
erals to be included in all new supplier contracts. DEUTZ carries
out surveys on the use of conflict minerals at regular intervals
to ensure compliance with this policy to the greatest possible
extent. These surveys use the Conflict Minerals Reporting Tem-
plate, which was developed by the Responsible Minerals Initia-
tive (RMI) to support companies in their efforts to provide their
customers with accurate information on the countries of prove-
nance of certain minerals and the smelting plants and refiner-
ies they use.

Implementation of the Supply Chain Due Diligence Act The Sup-
ply Chain Due Diligence Act entered into force in Germany on Jan-
uary 1,2023. It is intended to prevent, minimize, or eliminate risks
relating to human rights and the environment. In the second half
of 2021, DEUTZ, under the direction of the purchasing depart-
ment, established a cross-departmental task force that has since
been working on implementing the resulting requirements. These
requirements include conducting regular risk analyses and devel-
oping and implementing preventive and remedial measures aimed
at minimizing risk. There is also a legal requirement to publish a
declaration of principles. As well as a description of how a com-
pany fulfills its due diligence obligations, this should set out the
results of the risk analysis and the expectations that the compa-
ny makes of its suppliers on this basis. DEUTZ will publish such
a declaration for the first time during the course of 2023, which
it will then update at least once a year.
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PRODUCT STEWARDSHIP

An ever-growing global population, finite natural resources, and
the steady march of climate change as a result of global warming
present fundamental challenges for the future of mobility, and not
just in the on-road sector. The Paris Agreement from 2017 aims
to limit global warming to 1.5 degrees by 2030. The off-highway
sector also needs to play its part in the achievement of this tar-
get by reducing, as far as possible, the amount of harmful CO,
emissions that it produces. As a leading manufacturer of engines
for off-highway applications, DEUTZ believes it has a responsibil-
ity to society to make products that move us toward a future of
carbon-neutral off-highway vehicles and marine vessels, there-
by contributing to the achievement of the Paris climate goals.
Which is why DEUTZ has set the target in its Dual+ strategy to
offer a climate-neutral portfolio of products and technologies by
no later than 2050.

Technology-neutral approach to development of the drive portfolio
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In addition to the Company’s ambition to play an active role in
the transition to more sustainable drive systems, the ongoing
development of its drive portfolio is also influenced by legisla-
tion aimed at reducing emissions and limiting noise pollution. To
establish whether an engine meets the legal requirements, it has
to undergo mandatory certification processes. These are carried
out by bodies such as Germany’s Federal Motor Transport Author-
ity or equivalent foreign authorities like the US Environmental
Protection Agency. With regard to conventional diesel-powered
internal combustion engines, DEUTZ continually assesses older
engine series that are coming to the end of their lifecycle, partic-
ularly if they cannot be converted to meet future emissions stan-
dards. This means that engines that do not comply with current
standards or cannot be upgraded to achieve compliance will be
progressively withdrawn from the portfolio.

Different applications with varying power requirements call for a
range of drive solutions. Construction equipment and agricultural
machinery, for example, need a great deal more power and energy
than forklift trucks or lifting platforms. In view of this fact, DEUTZ
adopts a technology-neutral approach to the development of its
engine portfolio. Our current product range comprises the latest
diesel technology together with gas, hybrid, electric, petrol, and
hydrogen drives, as well as solutions that use alternative fuels.

Biodiesel Alternative fuels Hydrogen Synthetic fuels Sustainable
fuels
W ~_/ ¢
/e é == A
EDEUTZ LOrgeeno = FUTAVIS
1L 1L ~
o < (4 =
360V 48V Modular H, Green
systems systems battery kit fuel cell electricity
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Electric drive systems | UNGC 7-9 The E-DEUTZ strategy, initi-
ated back in 2017, plays an instrumental role in the development
of green off-highway drive solutions. In the medium term, it aims
to create a scalable product portfolio of electric drives and hybrid
variants for specific customer requirements that can be used
in areas such as ground support, construction, and agricultural
applications. Electric drive systems are classed as carbon-neu-
tral, whereas hybrid systems reduce total carbon emissions by
downsizing engine capacity while maintaining overall system
performance.

In 2022, DEUTZ launched an electric 360-volt drive system on
the market. It is used in the MOROOKA MST-700VDRe crawler
carrier and the all-electric Maeda CC 1485 crawler crane. With
an output of 40 kW generated by two lithium-ion batteries, this
zero-emission construction-site vehicle has a load capacity of six
tonnes. Both vehicles were presented to visitors at bauma 2022
in Munich, the world's leading trade fair for construction equip-
ment, building material machines, mining equipment, construc-
tion vehicles, and plant and machinery. Also on show were the
first battery-powered concrete pumps made by PUTZMEISTER.
The pumps use a 360-volt drive system from E-DEUTZ instead
of the usual 2.2 liter DEUTZ diesel engine, providing up to eight
hours of power. The iONTRON concrete pump can also be pow-
ered via a charging cable. KTEG, a manufacturer of specialist
construction machinery, also presented the KTEG ZE20 mini exca-
vator, powered by a 48-volt drive system from E-DEUTZ.

DEUTZ plans to take the 360-volt system, which had reached pre-
production by the end of 2022, to full production readiness in
2023.

Mobile rapid charging station | UNGC 7-9 Electric drive sys-
tems are restricted in their autonomy and take longer to ‘refu-
el’ (recharge) than conventional internal combustion engines.
Which is why DEUTZ developed the PowerTree, a mobile rapid
charging station for electric construction vehicles that won the
2022 Diesel Progress Summit Award in the category ‘Electric or
Hybrid Application of the Year'. Built into a ten-foot container,
the PowerTree's integrated battery storage system means that
machines can be charged on site even when there is no access
to mains power. Downtime is reduced to a minimum thanks to a
rapid-charge function that is capable of delivering up to 150 kW.

In 2022, DEUTZ received the first volume production order for
its PowerTree, with KTEG, a manufacturer of specialist construc-
tion machinery and pilot customer for the first PowerTree units,
ordering 17 of them.
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Hydrogen-powered drive solutions | UNGC 7-9 DEUTZ firmly
believes that the internal combustion engine will continue to have
a dominant role in mobile machinery applications in the years
ahead, helping to facilitate a smooth transition to more sustain-
able drive systems. Which is why the DEUTZ Group's development
activities are directed not only at alternative drive solutions, such
as electrification, but also toward making internal combustion
engines more climate-friendly by running them on alternative or
sustainable energy sources such as HVO, e-fuels, or hydrogen.
‘Green’ hydrogen, which is generated from solar, hydro, or wind
power, offers the possibility to convert energy from renewable
sources into a storable gas for efficient use.

After embarking on the development of its first production-ready
hydrogen engine, the TCG 7.8 H2, in 2021, DEUTZ made further
progress with the implementation of its hydrogen strategy in
2022. A stationary H2 genset went into operation in a joint pilot
project between DEUTZ and Cologne-based energy provider Rhe-
inEnergie. The combination of a DEUTZ hydrogen engine and a
generator delivered electric power of up to 170 kilovolt-amperes
during the initial six-month test phase. This electricity was fed
directly into the local power grid. In a second step, the waste heat
from the genset will also be captured and used to supply heating.
The solution being piloted by DEUTZ and RheinEnergie has huge
potential for the local, carbon-neutral supply of energy in urban
centers and areas without power infrastructure. DEUTZ has also
joined forces with AVS and the Voith Group to develop a mobile
H2 genset. It quietly and efficiently generates power for electrical
applications, and if green hydrogen is used, it is carbon-neutral.
The genset can be used as a mobile power supply in areas with-
out access to the main power grid, such as construction sites.
Furthermore, DEUTZ joined the HyCET (Hydrogen Combustion
Engine Trucks) research project consortium in 2022. HyCET aims
to demonstrate the sustainability potential of trucks with hydro-
gen combustion engines in transportation logistics. As part of
the project, two 18-tonne trucks will be developed and fitted with
DEUTZ TCG 7.8 H2 hydrogen engines. The trucks will then be put
through their paces by using them in the regular logistics opera-
tions of the BMW Group and DEUTZ. The four-year research proj-
ect has a total investment volume of €19.5 million, of which €11.3
million will be funded by the German Federal Ministry for Digital
and Transport (BMDV).

The hydrogen engine, which meets current emissions standards

for zero-emission heavy commercial vehicles, is set to go into
production at the end of 2024.
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New segment: Green | UNGC 7-9 With effect from January 1,
2022, DEUTZ put in place a new reporting structure and intro-
duced the Green and Classic segments. The Company's aim is
to provide a more transparent picture of its work on off-highway
technology for a carbon-neutral future. All activities connected
with the development and production of non-diesel drives are
assigned to the Green segment. This includes E-DEUTZ drive sys-
tems, the subsidiaries Torqeedo and battery management provid-
er Futavis, hydrogen engines, and the related service business.

The introduction of the new segment reporting structure means
that the previous E-DEUTZ KPI has been superseded. The target
is now to raise the proportion of consolidated revenue generated
by the Green segment to between 5 and 10 percent by 2023/2024.
Currently, the segment’s revenue is almost exclusively derived
from the business with the Torqeedo subsidiary's electric boat
drives. According to DEUTZ's latest business outlook, the Green
segment is expected to contribute revenue of between €60 mil-
lion and €100 million in 2023. But because demand for alterna-
tive drives beyond the Torgeedo business is taking longer than
anticipated to ramp up, DEUTZ now does not expect the Green
segment’s proportion of consolidated revenue to reach the 5 to
10 percent range until 2025.

In 2022, the Green segment accounted for 3.3 percent of con-
solidated revenue, which was roughly the same level as its con-

tribution in 2021.

DEUTZ Group: Proportion of revenue attributable to Green segment

%

2022 2021

Green segment’ 3.3 3.3

1 Electric boat drives of the subsidiary Torqeedo, battery systems of the subsidiary
Futavis, all-electric, hybrid-electric, and hydrogen-powered drives, mobile rapid
charging stations.

Innovative diesel engines | UNGC 7-9 Commercial vehicles, trac-
tors, and construction equipment are used for heavy-duty appli-
cations and for extended operating periods, so they need a fuel
with a high energy density and short refueling times. E-fuels may
be the answer. They are synthetic fuels such as paraffinic diesel
fuels that are made on a renewable basis using electricity, water,
and carbon dioxide (CO,). The combustion of e-fuels produces a
lower or equivalent level of emissions compared to those gener-
ated from the combustion of conventional fuels. Furthermore, if
the electricity used to make them is produced entirely from renew-
able sources and the necessary CO, is taken from the atmosphere
or from biomass, they can power an internal combustion engine
on a fully carbon-neutral basis.
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At the end of 2022, DEUTZ approved its entire TCD engine range
for operation with alternative diesel fuels. This means that par-
affinic diesel fuels such as HVO (hydrotreated vegetable oil) can
now be used to run all DEUTZ engines that meet the EU Stage V
emissions standard. HVO is an innovative biofuel produced from
biological waste, slurry, and used cooking oils and fats, and is
therefore not in competition with food production. The use of HVO
fuels reduces the carbon footprint of DEUTZ's internal combus-
tion engines by up to 95 percent.

The TCD 5.2 is another example of how environmental compat-
ibility and a long service life are priorities in the development
of DEUTZ's drive portfolio. This diesel engine has four cylinders
and a displacement of 5.2 liters and, looking ahead, is intended
to replace larger six-cylinder engines. It does not use exhaust
gas recirculation and is instead equipped with an efficient nitro-
gen oxide (NOx) aftertreatment system and a catalytic soot fil-
ter for reducing particulate emissions. The elimination of exhaust
gas recirculation means the engine can be made more powerful,
which allows its capacity and thus also fuel consumption to be
reduced. Combustion efficiency is improved as well, reducing fuel
consumption even further. The TCD 5.2 can be run on alternative
fuels such as biodiesel and is also primed for hybrid operation
thanks to the 48-volt electric drive option. After supplying pro-
totypes for a range of customer applications in 2021 and 2022,
DEUTZ plans to start full production in 2023.

Modular product system DEUTZ gives its customers the option
of individually configuring their ideal drive solution from a set of
product modules, based on defined parameters such as appli-
cation segment, power output, emissions characteristics, and
technical specification. The system enables the Company to
offer bespoke solutions that can reduce carbon emissions, fuel
consumption, and overall costs while allowing it to still respond
quickly and flexibly to technological advances and changing mar-
ket requirements.
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Environmentally friendly and resource-efficient services | UNGC
7-9 DEUTZ play its part in mitigating climate change by contin-
ually reducing the fuel consumption and emissions of its engines
and developing carbon-neutral drive solutions. But the Company
goes further than that. It also offers its customers a variety of ser-
vices that help to reduce pollution and the use of resources. One
example is the provision of reconditioned engines and spare parts
under the DEUTZ Xchange program. Old engines are profession-
ally reconditioned and wearing parts are replaced with genuine
DEUTZ components. At the end of the process, the engines are as
good as new and identical to the original ones in every respect.
This extends the lifecycle of engines and provides a cost-effec-
tive and, above all, environmentally friendly alternative to pur-
chasing a brand-new engine.

Digital solutions are a priority for DEUTZ in the expansion of its
service portfolio, as they can provide an eco-friendly alternative
to previously analog-only formats. These digital services include
S-DEUTZ Telematics, for example, which allows the customer
to plan service events with greater efficiency thanks to digital
engine condition checks with integrated diagnostics and fault
interpretation. The technician at the service outlet is able to use
the digitally collected data to plan ahead and make sure that the
parts and tools needed to fix a fault are available at the right time.
In addition, it allows for planned maintenance and unplanned
repairs to be combined, reducing the number of visits to the ser-
vice outlet.
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Innovation platform | UNGC 7-9 To complement its ideas man-
agement system, DEUTZ AG established an additional format in
2021 called the innovation platform, which allows employees to
work together on a range of ideas for enhancing the drive and ser-
vice portfolio. The theme of the current campaign is ‘green con-
struction sites’, focusing on the three aspects of energy logistics,
energy storage, and energy management. It is accompanied by a
series of webinars designed to give employees a deeper under-
standing of the questions that are currently being asked and the
challenges that they pose. In a spirit of openness to new tech-
nologies, the innovation campaigns are essentially aimed at pur-
suing approaches based on all kinds of different drive systems.
The platform not only fosters a culture of innovation at the Com-
pany but also allows for the exploration of new ideas for green
drive systems that are tailored to the requirements of custom-
ers in the off-highway sector. @ seealso HR management’, p. 105 onward, for

further information on ideas management
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PRODUCT QUALITY

The success of a company depends to a large extent on the sat-
isfaction of its customers. After all, this is crucial if these rela-
tionships are to continue or be stepped up. Customer satisfaction
is, of course, directly influenced by having an innovative product
offering that is firmly focused on customers’ needs and expecta-
tions. However, the quality of our products and services is equal-
ly important.

DEUTZ acts as a strategic partner for its customers and plays a
key role in their value chains. That means that defective products,
for example, may result in production delays at the installation
stage for our customers, or even to end customers experienc-
ing malfunctions while subsequently using the application in the
field. At the same time, quality defects and the resulting com-
plaints may lead to additional financial costs and investments in
resources for us as well. Consequently, a high standard of prod-
uct and service quality ensures not only that our customers can
remain competitive and well positioned in their markets but also
that we maintain our long-term position.
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Quality management as part of the integrated management sys-
tem DEUTZ AG's integrated management system (IMS) spec-
ifies the rules and processes for certain organization-wide
functions and thus provides the basis for collaboration between
all employees. The IMS is grounded in the general principles of
the corporate policy as well as the overarching corporate objec-
tives. Its functioning is subject to regular review by internal sys-
tem and process audits.

Quality management forms part of the integrated management
system and sets out a central strategy covering the entire DEUTZ
Group. It is designed to ensure that all processes, from the devel-
opment to the delivery of our engines, adhere to strict quality
guidelines.

The Corporate Quality Department is responsible for the contin-
uous improvement of quality management. This is achieved, for
example, through harmonization of processes and methods and
through permanent, standardized monitoring of all quality man-
agement processes. The ongoing analysis and internal audits
that this involves are aimed at identifying potential for improve-
ment so that appropriate measures can be devised to enhance
quality across the Group on a continual basis.

The Corporate Quality Department is led by the Head of Quality,
Safety, Health, and Environment, who reports directly to the Chair-
man of the Board of Management.

Integrated management system

Audit management

Process management

Procedural & operating instructions

Organizational policies

Other internal rules

1SO 9001
quality management

Zertifikat

Principles of corporate policy and overarching corporate strategy
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Global Quality Strategy

QUALITY METHODS
QUALITY CULTURE
PROCESS ADHERENCE

@:;.3' QUALITY ASSURANCE

)
&

Research & development

Purchasing

Production

Customer support & service

Supporting departments

@‘ PROCESS IMPROVEMENTS

All employees of DEUTZ Group

1SO 9001 certification The central plank for quality management
systems is the DIN EN ISO 9001 international standard for quali-
ty management systems. An independent auditor conducts reg-
ular reviews to verify whether the relevant quality requirements
are being met. As at the end of 2022, all DEUTZ Group produc-
tion sites had been certified either independently or as part of
the Group certification.

Quality strategy Across all units, DEUTZ pursues the overar-
ching objective of preventing defects from occurring in the first
place. This is preferable to having to rectify them further down the
line, which can tie up resources and be expensive. For this reason,
we have a wide-ranging quality and process management sys-
tem in place to address the risks resulting from quality defects.
It covers everything from development, purchasing, and produc-
tion to aftersales care and the handling of complaints. There is
also a particular focus on the ongoing optimization of process
efficiency.

The assessment of product quality requires the use of quality
targets that can be further broken down into quality criteria and
quality specifications. Product-related quality targets may cover,
for example, durability, delivery quality, quality in the field, deli-
very reliability, and the length of time taken to rectify defects.
Various key figures are identified and calculated throughout the
value chain so that the achievement of these targets can be mea-
sured. As well as the zero-hour defect rate and rate of defects in
the field, these include metrics for measuring the performance
of our suppliers, such as adherence to delivery schedules and

supply quality.
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To monitor the quality situation, DEUTZ has established a qua-
lity dashboard that provides round-the-clock access to all rele-
vant key figures. In 2022, the dashboard was rolled out to the
production sites outside Germany, in Spain, the US, and China,
meaning it is now possible to get an overview of quality almost
right across the Group.

+ Quality in development The basis for high-quality products is
to alarge extent created during the development stage. In order
to meet customers’ expectations of reliable products that offer
high performance and durability in the field, DEUTZ makes use
of both preventive and reactive methods. Examples of the pre-
ventive development methods include clearly setting out the
product specifications in a document at the beginning of each
project and use of failure mode and effects analysis (FMEA).
The latter is a systematic, prevention-focused form of analy-
sis that identifies and evaluates risks and/or sources of risk
in technical systems so that measures to minimize the risks
can then be taken. The reactive methods include reliability pro-
jections, analysis of data from the field to ensure any design
errors made in the past are not repeated, and the identificati-
on of the most important zero-hour defects and field defects.
DEUTZ uses various quality tools for these purposes, one of
which is the cause-and-effect diagram. This provides a means
of systematically tracking down the potential causes of a pro-
blem that has occurred or may occur and visualizing the inter-
relationships. The root cause of the defect, e.g. the material,
the machine, the method, or the manpower, can then be iden-
tified, investigated, and resolved in a targeted manner.
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+ Quality in purchasing Component defects not only have the In addition, DEUTZ uses statistical process control (SPC) as a

potential to cause issues at the assembly stage of the pro-
duction process, but they can also lead to malfunctions fur-
ther down the line. A single engine contains an average of
around 650 individual parts, over 90 percent of which DEUTZ
sources from external suppliers. The quality of an engine the-
refore depends to a large extent on the quality of the supplied
components.

DEUTZ uses a supplier cockpit to evaluate and categorize the
performance of its suppliers. Its evaluation method covers the
four areas of purchasing, logistics, quality, and development
and draws on various key figures such as delivery reliability,
defect rate, sample quality, and complaints about manufactu-
ring. The information obtained is used as the basis for continu-
ous supplier development. DEUTZ also carries out regular site
audits to ensure its suppliers are meeting the defined quality
requirements. 0 See also ‘Supplier management’, p. 110 onward

Quality in production Quality management in the production
units of the DEUTZ Group is largely organized at local level. For
example, each production site, including those outside Germa-
ny, has its own quality department, and there are also quali-
ty departments for the different areas, such as assembly and
production.

Various quality assurance methods and tools are used to ensu-
re the products have a high level of maturity. These include the
lean management system (I see also ‘Production and logistics’ in the com
bined management report, p. 29 onward. @and the use of quality gates. The
latter are checkpoints in the production process that require
predefined and measurable quality criteria to be met before
approval can be given to proceed to the next phase of produc-
tion. This means that if there is a documented failure to meet
the predefined quality criteria, it will not be possible to com-
mence the subsequent assembly phase.
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prevention-based tool to maintain process stability in mecha-
nical fabrication at the shaft center and at the production faci-
lity in Zafra, Spain. SPC involves the real-time measurement
or monitoring of production and/or process parameters. If
statistically preselected warning and intervention limits are
exceeded, a decision as to whether to intervene in the process
is made on the basis of statistical probabilities. The objective
in doing so is to improve product quality.

In order to continually improve production processes, data
from production and assembly processes are analyzed on
an ongoing basis, internal audits are conducted to identify
potential for improvement, and quality control loops are put
in place. These loops, with the aid of certain indicators, serve
to combine the processes of target definition, measurement
of target achievement, and formulation of appropriate mea-
sures for improvement.

+ Complaints management Inthe event of product complaints
or defects, DEUTZ endeavors to swiftly come up with effective
resolutions and at the same time to take action that will per-
manently remedy the issues identified so that repeat occur-
rences are avoided. Cross-functional teams handle product
complaints using the 8D problem resolution method. This
eight-stage process begins with a description of what cau-
sed the problem and runs through various other steps befo-
re immediate measures are taken to rectify the fault. It also
targets a continuous process of improvement. A cause-and-
effect diagram is used to identify the cause of the defect.

00 See also ‘Qua ity in development’, p. 118

Quality awareness Quality management is an ongoing process
that is seen as a core task for the Company and needs to be put
into practice every day by every employee. Cross-departmental
workshops are held regularly as a means of strengthening qual-
ity awareness and the Company'’s zero-error culture. The focus
here is on imparting knowledge and establishing a ‘lessons
learned’ culture that is geared toward continuous improvement.
In addition, all employees have the opportunity to participate
in training on the application of the tools and methods used in
quality assurance.

119



CORPORATE CITIZENSHIP

DEUTZ endeavors to make a positive and sustainable contribu-
tion to society, particularly in the regions in which it operates.
The emphasis is on the promotion of education, innovation, and
environmental projects. A groupwide donation and sponsorship
strategy and an accompanying organizational policy provide a
mandatory framework for DEUTZ's activities in these areas. As
well as defining responsibilities and decision-making processes,
they set out the principles for corporate citizenship activities and
aim to ensure their effectiveness and legal integrity — particular-
ly with regard to potential conflicts of interest and measures to
combat corruption and bribery — by laying down binding rules.

In its Powering Progress program, DEUTZ focuses on more than
simply improving its commercial performance. @ see also ‘Sustain
nward. It also features an area of action
called ‘Passion’, under which the Company intends to pursue

ability strategy and objectives’, p. 9

objectives such as reorganizing its donation and sponsorship
strategy. Step one of the process saw a cross-departmental work-
shop take place that asked the question: How can the DEUTZ
Group build on its engagement as a corporate citizen in a target-
ed way? Whereas the main focus in 2022 was on gathering ideas,
the objective in 2023 is to select the best ones and flesh them
out into specific initiatives and projects.

Nicolaus August Otto Award DEUTZ regards innovation and a
pioneering spirit as the driving force behind progress of any kind,
and nowhere is this reflected more than in the corporate values
that are put into practice across the Group. DEUTZ also aims to
support advances in wider society by promoting innovative ideas
in fields such as alternative drives, mobility, and pioneering spir-
it. That is why, in 2019, it established the Nicolaus August Otto
Award, named for the founder of DEUTZ AG and co-inventor of the
four-stroke engine. The award is presented annually and endowed
with prize money of €30,000.

In 2022, DEUTZ presented the Nicolaus August Otto Award to
Zara Rutherford in recognition of her pioneering spirit and pas-
sion for technology. At the age of 19, the Belgian-British aviator
became the youngest woman to fly solo around the world and
the youngest person ever to circumnavigate the world alone in
an ultralight aircraft.
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Nurturing young people DEUTZ regards education as the foun-
dation of a sustainable society. This is why DEUTZ Spain started
work on the DEUTZ Business School (DBS) at its site in Zafra in
2017. The objective was, and still is, to support economic develop-
ment in a region where educational institutions such as the busi-
ness school are rare. The DBS aims to equip young people with
the knowledge and skills they need to meet current and future
requirements of business and of the labor market. In addition to
university lecturers, the teaching is also provided by managers
from DEUTZ Spain who are certified lecturers. The programs on
offer are geared toward the needs of companies in all sectors.
They focus on dual vocational training, university courses in lean
management, and language courses with official certification.
Around 975 students gained a certificate after completing on
DBS courses in 2022.

Social causes are also a focus of the training center at the head-
quarters in Cologne. D see also 'HR management’, p. 105 onward. FOr more
than 20 years, DEUTZ has worked with the charity IN VIA to pro-
vide training and labor market integration support at the center.
The participants are young women and men who have difficulties
finding a job after leaving school. Over a period of ten months,
they are prepared for working life and receive basic training in
metalwork and warehouse logistics.

Donations for Ukrainian refugees In 2022, DEUTZ and its
employees arranged for humanitarian support to be sent to
Ukrainian refugees. Shortly after the war in Ukraine broke out,
the Company set up collection points at the DEUTZ AG sites in
Germany where staff could drop off relief items such as non-per-
ishable food, toiletries, school materials, sleeping bags, and med-
ical products. The Company itself joined in by making in-kind
donations worth around €5,000. Once the collection drive was
over, DEUTZ employees took care of packaging and palletizing
the donations. By the end, they had put together a full truck-
load of supplies that was handed over to an aid organization
in the Polish city of Bydgoszcz. DEUTZ also donated a sum of
€25,000 to Aktion Deutschland hilft, an alliance of German relief
organizations.
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ENVIRONMENTAL
RESPONSIBILITY

ENVIRONMENTAL AND CLIMATE PROTECTION

DEUTZ believes that part of its responsibility to society is to help
to improve the protection of the environment and climate around
the world by developing innovative drive solutions for its cus-
tomers. The Company also strives to fulfill its responsibility in
this area by continuously optimizing the processes and activities
associated with its own business operations with regard to their
impact on the environment and society. The production sites of
the DEUTZ Group are largely managed at local level due to differ-
ing circumstances at each location, which is why the following
remarks refer in the main to the DEUTZ AG network of production
sites. Despite its decentralized organizational structure, DEUTZ
has set a number of targets as part of its sustainability strate-
gy that — unless otherwise specified — relate to the production
sites' of the Group as a whole.

' Excluding joint ventures.
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1SO 14001 and ISO 50001 certification The integrated manage-
ment system (IMS) used by DEUTZ AG and its Spanish subsidi-
ary DEUTZ Spain covers areas such as environmental protection

and energy. [0 seealso ‘Product quality’, p. 117 onward for further information on the IMS

The environmental management system, which is intended to
help to continually improve the Company'’s overall environmental
performance, meets the criteria of the international standard DIN
EN ISO 14001:2015. The energy management system, meanwhile,
meets the requirements of the energy management standard DIN
EN ISO 50001:2018. It enables the continuous monitoring of con-
sumption and energy flows, which in turn facilitates the effective
planning and implementation of optimization measures. The con-
formity of the IMS with regard to the various scopes is reviewed
annually by an independent certification body and was recerti-
fied in the reporting year.

The 1ISO 14001:2015 and ISO 50001:2018 certifications cover
around 77 percent of the DEUTZ Group's 2022 sales volume.

Integrated management system

Audit management

Process management

Procedural & operating instructions

Organizational policies

Other internal rules

1SO 14001
environmental management

1SO 50001
energy management

Zertifikat

Zertifikat

oorzotn

Principles of corporate policy and overarching corporate strategy
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Controls and legal conformity | UNGC 7 The activities of certain
operational areas of the business, such as research and develop-
ment, mechanical metalworking, the assembly line, and the paint-
shop, carry a risk of having harmful effects on the environment.
An internal team of specialists together with external experts
and certification bodies inspect these areas regularly to enable
possible hazards and potential for improvement to be identified
at an early stage. The inspections focus on verifying compliance
with the Company’s own objectives and specifications and with
statutory requirements. The requirements in Germany derive, for
example, from the Act on the Prevention of Harmful Effects on the
Environment Caused by Air Pollution, Noise, Vibration and Similar
Phenomena (Federal Immission Control Act — BImSchG) and the
Act to Promote Circular Economy and Safeguard the Environmen-
tally Compatible Management of Waste (Circular Economy Act -
KrWG). An approval procedure ensures that the use of hazardous
substances in production that could be detrimental to the safety
of employees, or harmful to the environment if they are improp-
erly handled, is minimized wherever possible. {0 see'supplier manage

ment’, p. 110 onward, for further information on materials compliance

Measures to reduce energy consumption | UNGC 7-9 In 2022,
with the aim of progressively optimizing energy consumption,
DEUTZ continued to pursue the measures that had been initiat-
ed in the prior year. The focus was on ongoing efforts to increase
the energy efficiency of existing buildings and facilities and on
the optimization of existing systems. This included analyzing the
potential for optimizing the heating network at the head office in
Cologne-Porz and the compressed air system at the Cologne-Kalk
plant. The elimination of a leak that had been detected at the lat-
ter should significantly reduce the amount of electricity used by
the compressors. In addition, DEUTZ is gradually expanding the
use of the cold tests that had been introduced in 2020 for test-
ing certain diesel engines. Unlike in conventional hot testing, cold
testing involves running diagnostic programs with hardly any fuel
being used. Both hot and cold tests replicate the real-life opera-
tion of an engine to check whether it is functioning properly. Fur-
thermore, the phased replacement of conventional lighting with
LED lighting was continued in 2022.

A progressive reduction of electricity consumption is not all that
DEUTZ is striving to achieve, however. It also intends to promote
the generation of power from alternative or renewable energy
sources, which is why all of DEUTZ AG's German production sites
have been purchasing only green electricity since the beginning
of 2021. In addition, photovoltaic systems were brought on stream
at various sites in 2022. At the site in Zafra, Spain, for example,
DEUTZ Spain switched on the solar cells that had been installed
on its parking lot roofs (total output of 800 kWp), while a photo-
voltaic system with an output of 50 kWp was installed at the head
office in Cologne. Meanwhile, DEUTZ also made preparations for
the installation of further systems with a combined output of up
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to 700 kWp. These are scheduled to go into operation in 2023. The
DEUTZ subsidiary Magideutz, based in Sapino, Morocco, has also
installed solar energy facilities and - for storing energy — battery
modules, some of which draw on products from the E-DEUTZ pro-
gram. From 2023, DEUTZ wants these systems to be supplying
all of the electricity required by its local production and adminis-
tration unit. The plan is also to run the buildings’ heating and air
conditioning systems using green power.

DEUTZ Group: Energy consumption at the production sites’

MWh 2022 2021 2020 2019 2018 20172
Electricity 86,860 85629 72,678 87,334 94,999 84,605
'g\':;”ra' 27842 33558 29158 35989 38,271 35277
District 9,825 13,984 11,262 10969 12,349 12,223
heating

g'i‘fft'“g 2,563 2954 2,317 2,685 3,359 3,653
R:lefl 23586 22,590 18951 20,764 18165 19,218
CNGS 0 0 108 72 0 0
LPGS 137 160 245 390 633 421
Gasoline’ 667 50 0 0 0 0
Hydrogen® 133 1 0 0 0 0
Total 158,966 134,720 158,205 167,777 155,397

151,614°

' Excluding joint ventures.

2 The figures for 2017 are only partly comparable with subsequent years because the sub-
sidiary Torgeedo, which was acquired in 2017, is only included in the calculation of the
KPI from the start of 2018.

3 At 10.5 kWh/liter (mean).

4 At 9.85 kWh/liter (mean).

5 At 10.0 kWh/m? for CNG (H) (mean) and 8.2 kWh/m? for CNG (L) (mean).

° At 12.8 kWh/kg (mean).

7 At 8.55 kWh/liter (mean).

8 At 33.3 kWh/kg and 3 kWh/Nm3.

9 As aresult of differing accounting periods, the total for 2022 includes an extrapolated
figure for the Atlanta production for December 2022.

'° Due to differing accounting periods, the total published in the 2021 non-financial report
included an extrapolated figure for the Atlanta production site for December 2021.

The total figure for 2021 was retrospectively adjusted in line with the actual
consumption.

In 2022, overall energy consumption at DEUTZ Group production
sites decreased by 5.4 percent year on year to 151,614 megawatt
hours. This fall is mainly attributable to the significant reduction
in the consumption of gas and district heating, which went down
not only due to cost-cutting measures introduced in response to
the energy crisis but also due to the mild weather.
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CO, emissions | UNGC 7-9 The majority of the scope 1 emis-
sions’ from the DEUTZ Group's production sites are generated in
connection with testing in the area of research and development
and with production quality controls. This testing involves using
rigs to replicate the real-life operation of engines, which of course
produces emissions. The majority of the scope 2 emissions' are
generated in connection with production processes and other
business operations. To reduce the emissions, existing equip-
ment is being progressively optimized and processes are being
trialed and introduced that could allow DEUTZ to dispense with
some of the tests currently run for quality control. This includes
the aforementioned cold test.

DEUTZ Group: CO, emissions from production sites’

Tonnes CO,e? 2022 2021 2020 2019 2018  2017°
CO,-emissions

(scope 1)* 12,774 13,590 11,565 13,590 13,530 13,239
CO,-emissions

(scope 2)5 6,420 6,467 33,159 38,828 42,240 38,012
Total CO,

emissions 19,195° 20,057 44,724 52,418 55,770 51,251

' CO, emissions from the production sites of the DEUTZ Group excluding joint ventures.
Scope 1 and Scope 2 emissions are calculated in accordance with the Greenhouse
Gas Protocol using the BAFA emissions factors and emissions factors of local
energy providers (market-based method pursuant to the Greenhouse Gas Protocol’s
Scope 2 guidance).

2 CO,e = carbon dioxide equivalents.

3 The figures for 2017 are only partly comparable with subsequent years because the
subsidiary Torqeedo, which was acquired in 2017, is only included from the start of 2018.

* Scope 1: CO, emissions from diesel, natural gas, LPG, heating oil, CNG, gasoline and
hydrogen caused by burning these fuels in our own facilities.

° Scope 2: CO, emissions relating to purchased energy, for example electricity and
district heating.

¢ The guarantees of origin for electricity from renewable sources are cancelled in the
German register of guarantees of origins (HKNR). The guarantees for electricity used
in 2022 will be cancelled in the first half of 2023.

' CO, emissions from the production sites of the DEUTZ Group excluding joint ventures.
Scope 1 and Scope 2 emissions are calculated in accordance with the Greenhouse
Gas Protocol using the BAFA emissions factors and emissions factors of local energy
providers (market-based method pursuant to the Greenhouse Gas Protocol’s Scope 2
guidance).; scope 1: CO, emissions from diesel, natural gas, LPG, heating oil, CNG,
gasoline and hydrogen caused by burning these fuels in our own facilities;
scope 2: COs emissions relating to purchased energy, for example electricity and
district heating.
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DEUTZ Group: CO, emissions from production sites
per manufactured engine’

CO,e (kg)? 2022 2021 2020 2019 2018 20173
Emissions
per engine 95.44 104 331 250 257 299

' Excluding joint ventures. The ‘emissions per engine’ figure is calculated by dividing
total emissions by the number of engines made. CO, reporting covers scope 1
(CO, emissions from diesel, natural gas, LPG, heating oil, CNG, gasoline and hydrogen
caused by burning these fuels in our own facilities) and scope 2 (CO, emissions relating
to purchased energy (e.g. electricity, district heating). Only internal combustion
engines and electric drives are counted, i.e. no other components such as batteries,
gearwheels, or conrods for non-DEUTZ engines. Scope 1 and Scope 2 emissions are
calculated in accordance with the Greenhouse Gas Protocol using the BAFA emissions
factors and emissions factors of local energy providers (market-based method pursuant
to the Greenhouse Gas Protocol’s Scope 2 guidance)

2 CO,e = carbon dioxide equivalents.

3 The figures for 2017 are only partly comparable with subsequent years because the
subsidiary Torqeedo, which was acquired in 2017, is only included from the start of 2018.

“ The guarantees of origin for electricity from renewable sources are cancelled in the
German register of guarantees of origins (HKNR). The guarantees for electricity used
in 2022 will be cancelled in the first half of 2023.

Reflecting the decrease in overall energy consumption, CO, emis-
sions from production sites fell by 4.3 percent in 2022 compared
to 2021 despite a significant increase in production volume and
a persistently high level of research activity at the Cologne-Porz
site. Over the same period, CO, emissions per manufactured
engine went down by 8.3 percent. This is mainly because the
KPl is, by definition, dependent on the production volume in the
relevant year, which increased by 3.9 percent in 2022.

Under its sustainability strategy, DEUTZ had set itself the tar-
get for 2023 of reducing CO, emissions by 20 percent com-
pared to the base year 2017, both for its production sites as a
whole and per manufactured engine.? Last year, this target was
exceeded comfortably and well ahead of schedule thanks to all
of DEUTZ AG's German production sites switching to purchas-
ing only green electricity from the start of 2021. For this reason,
the Company revised its original target at the beginning of 2022
so that, by the end of 2023, the CO, emissions generated by its
production sites are to be reduced by 61 percent and the CO,
emissions per manufactured engine by 66 percent. The equiva-
lent targets for 2026 are for reductions of 66 percent and 70 per-
cent respectively.

2 Excluding joint ventures.
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Based on the figures for 2022, the production sites’ CO, emis-
sions fell by 62.5 percent and the CO, emissions per manufac-
tured engine by 68.1 percent compared with 2017. This means
that DEUTZ slightly exceeded its targets for 2023 during the
reporting year. However, it should be remembered that the KPI
CO, emissions per manufactured engine is, by definition, depen-
dent on the production volume in the relevant year.

Calculation of scope 3 emissions and product carbon foot-
print DEUTZ previously only recorded and reported its scope
1 and scope 2 emissions, but in 2022 it began working with an
external consultancy on calculating its scope 3 emissions for
the first time, on the basis of data from 2021. Scope 3 emissions
made up the vast majority (99.9 percent) of the Company’s total
emissions. The main intention, in a first step, was to identify the
emissions hotspots that will form the starting point for the devel-
opment of an evidence-based climate strategy. DEUTZ plans to
report on its scope 3 emissions for the first time in its 2023 non-
financial report. In addition, a product carbon footprint review
was carried out for the TCD 2.9 engine and for the 360-volt
system from the E-DEUTZ program.

Becoming climate-neutral by 2050 | UNGC 7-9 The DEUTZ
Group's primary objective is to proactively push ahead with the
use of alternative, carbon-neutral drive systems in the off-high-
way sector. This raises the prospect of significantly reducing the
carbon footprint of the applications in which they are deployed.
The Company is also playing its part in lowering emissions and
achieving the Paris climate goals by endeavoring to continual-
ly optimize its processes. That is why DEUTZ has set the target
in its Dual+ strategy to make its business climate-neutral along
the entire process chain and offer a completely climate-neutral
portfolio of products and technologies by no later than 2050. It
intends to achieve this by carrying out various initiatives under its
Powering Progress program. (@ See also ‘Product stewardship, p. 113 onward,

and ‘Strategy and objectives’, p. 22 onward
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Waste | UNGC 7-9 The majority of the waste produced at the
DEUTZ Group's production sites is directly related to the manufac-
turing of engines and metal products as well as to their painting
and subsequent shipping. The types of waste that occur there-
fore comprise recyclable metal fragments and bits of wood, plas-
tic, and paper, plus liquids that are used to treat, clean, and cool
the metal surfaces of engine components. Because these liquids
contain oil, they mainly constitute waste for disposal.

In 2021, in order to reduce the amount of waste for disposal, the
Company took steps to introduce a process to reduce its use of
aqueous cleaners. Implementation is planned for 2023. A sys-
tem for optimizing wastewater treatment was brought on stream
at the start of 2022. This reduces wastewater discharge and the
use of chemicals and enables the water to be fed back into the
process cycle.

DEUTZ is also making efforts to gradually reduce its volume of
waste for recovery. In spare part logistics, for example, it looked
into how goods inward and goods outward could be made more
sustainable with regard to packaging types and bundle sizes.
For example, depending on the customer, certain spare parts are
now packed and shipped in bundles rather than as single shrink-
wrapped items. They are then transported in reusable boxes.

DEUTZ Group: Volume of waste from the production sites’

Tonnes 2022 2021 2020 2019
Waste for disposal 4,926 5,061 4,312 6,337
Waste for recycling 17,328 17,366 11,892 14,160
Total waste 22,254 22,427 16,204 20,498

' Volume of waste from the DEUTZ Group's production sites, excluding joint ventures.

Despite the large increase in production volume, the amount
of waste generated at the production sites in 2022 declined by
0.8 percent in total compared to 2021; the volume of waste sent
for disposal declined by 2.7 percent.

By 2023, DEUTZ intends to have reduced waste for disposal from
its production sites' by a total of 10 percent compared with 2019.
The target for 2026 is for a reduction of 15 percent.

The volume of waste for disposal generated in 2022 fell by
22.3 percent compared to 2019 despite a comparable production

program. This means that DEUTZ would have exceeded its target
for 2023 and 2026 already during the reporting year.

' Excluding joint ventures.
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INFORMATION ON REGULATION
(EU) 2020/852 — TAXONOMY
REGULATION

Global warming means that sustainability is becoming ever more
important and this can now increasingly be seen in the financial
sector too, not least since the European Commission introduced
its Sustainable Finance Action Plan. Both the Paris Agreement
and the European Green Deal, which aims to make Europe the first
climate-neutral continent by 2050, place particular emphasis on
sustainable investment, as capital markets can play a key sup-
porting role in achieving environmental objectives by channeling
private financial resources into sustainability-oriented invest-
ments (sustainable finance). If these goals are to be achieved,
it is critically important to harness the full potential of the inter-
nal market. One of a number of packages of measures in this
area, Regulation (EU) 2020/852 (EU Taxonomy Regulation) came
into force in July 2020 and was required to be applied for the
first time for reporting periods commencing on or after January
1, 2021. It provides a classification system that is designed to
establish a common understanding of the sustainability of eco-
nomic activities.

As a first step, the EU Taxonomy Regulation is primarily focus-
ing on environmental objectives. These objectives are (1) climate
change mitigation, (2) climate change adaptation, (3) the sus-
tainable use and protection of water and marine resources, (4)
the transition to a circular economy, (5) pollution prevention and
control, and (6) the protection and restoration of biodiversity and
ecosystems. Reporting on environmental objectives (1) and (2)
is required for the 2022 reporting year; reporting on all six envi-
ronmental objectives is planned for the 2023 financial year at
the earliest.
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KEY PERFORMANCE INDICATORS,
CALCULATION RULES, AND TECHNICAL
SCREENING CRITERIA

Pursuant to Article 8 of the EU Taxonomy Regulation and Arti-
cle 10 (4) of the Delegated Act (Commission Delegated Regu-
lation (EU) 2021/2178), the key performance indicators to be
disclosed for 2022 are the proportions of consolidated revenue,
capital expenditure (CapEx), and operating expenses (OpEx) that
DEUTZ generates from taxonomy-eligible and taxonomy-aligned
economic activities in connection with the currently applicable
environmental objectives of (1) climate change mitigation and (2)
climate change adaptation.

A taxonomy-aligned economic activity continues to be an eco-
nomic activity that is described in the delegated acts supple-
menting the EU Taxonomy Regulation and the current Climate
Delegated Act. It must also meet certain technical screening cri-
teria and must be carried out in accordance with the criteria for
the minimum safeguards pursuant to Article 18 of the EU Taxon-
omy Regulation. The following rules apply with regard to taxon-
omy alignment:

—_

. The economic activity makes a substantial contribution to both
or at least one of the currently applicable environmental objec-
tives. With regard to climate change mitigation, an economic
activity makes a substantial contribution if:

the activity itself is associated with very low or no greenhouse
gas emissions;

the activity supports the transition to a climate-neutral econ-
omy by 2050 and there is no alternative to it; and

the activity enables another economic activity to protect the
environment.

2. The economic activity does not significantly harm any of the
other environmental objectives (‘do no significant harm’ (DNSH),
pursuant to Article 17 of the EU Taxonomy Regulation and the
Delegated Act).

3. The minimum safeguards have been implemented.

The aforementioned minimum safeguards relate to human rights
(including labor rights), bribery and corruption, taxation, and fair
competition. The underlying frameworks are the OECD Guidelines,
the fundamental conventions of the International Labour Orga-
nization (ILO), the International Bill of Human Rights and the UN
Guiding Principles on Business and Human Rights.
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Companies must implement the following six steps regarding
human rights due diligence in order to satisfy the criteria for the
minimum safeguards:

1. A responsible approach to business is firmly enshrined in the
management systems, policies, and strategies.

2. The negative effects of a company’s own business activities,
supply chains, and business relationships are identified and
evaluated.

3. Negative and/or disadvantageous effects are stopped, avoid-
ed, or reduced.

4. The implementation of measures, and the outcomes, are
tracked.

5.The way in which negative effects are dealt with is
communicated.

6. Where appropriate, remedial action is initiated or supported.
Revenue-related KPI' The proportion of total revenue generated
from taxonomy-eligible and taxonomy-aligned economic activi-
ties is the amount of consolidated revenue — pursuant to point
1.1.1 of Annex | of Article 8 of the EU Taxonomy Regulation — that
is derived from products and services associated with taxono-
my-eligible and taxonomy-aligned economic activities, divided
by consolidated revenue for 2022 pursuant to IAS 1.82(a). @ see

also the consolidated financial statements, p. 138 onward

KPI related to capital expenditure (CapEx KPI) The taxonomy-
eligible and taxonomy-aligned CapEx KPl is calculated by divid-
ing taxonomy-eligible and taxonomy-aligned capital expenditure
by total CapEx. This encompasses additions to property, plant
and equipment and intangible assets during the reporting peri-
od before depreciation, amortization, and any remeasurements,
including those resulting from remeasurements and impairment
for the year concerned and excluding fair value changes. The
CapEx KPI also encompasses the acquisition of property, plant
and equipment pursuant to IAS 16, paragraph 73, letter e), (i)
and (iii), including right-of-use assets in accordance with IFRS
16 Leases, paragraph 53, letter (h), and additions to intangible
assets pursuant to IAS 38, paragraph 118, letter e), (i). Goodwill
is not included in the CapEx KPI because it is not defined as an
intangible asset pursuant to IAS 38.23

1 Key performance indicator.

' See p. 144 onward for further details of the accounting standards.

! See ‘Statement of changes in non-current assets’ in the notes to the consolidated
financial statements, p. 153 onward.
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Capital expenditure is taxonomy-aligned if it can be assigned to
the following three categories a), b), or ¢):

a) Capital expenditure related to assets or processes that are
associated with taxonomy-aligned economic activities

b) Capital expenditure that is part of a capital expenditure plan
to expand taxonomy-aligned economic activities or to allow
taxonomy-eligible economic activities to become taxono-
my-aligned (not currently applicable to DEUTZ)

c) Capital expenditure that is related to the purchase of out-
put from taxonomy-aligned economic activities and individ-
ual measures pursuant to the EU Taxonomy Regulation that
enable certain target activities to become low-carbon or that
lead to greenhouse gas reductions. Capital expenditure is also
deemed taxonomy-aligned if the products purchased or the
individual measures correspond to the description of the par-
ticular economic activity and the technical screening criteria
and adhere to the minimum safeguards.

KPI related to operating expenses (OpEx KPI) The taxonomy-
eligible/aligned OpEx KPI is defined as the OpEx KPI associated
with taxonomy-eligible/aligned economic activities divided by
total OpEx. This covers direct, non-capitalized costs that relate
to research and development, building renovation measures,
short-term leases, maintenance and repair, and any other direct
expenditure relating to the day-to-day maintenance and repair of
property, plant and equipment. The taxonomy-eligible/aligned
OpEx KPI also covers operating expenses that are part of a cap-
ital expenditure plan (CapEx plan) to expand taxonomy-aligned
economic activities or to transform taxonomy-eligible economic
activities into taxonomy-aligned economic activities. Expenditure
related to day-to-day operations is not included.
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The OpEx KPI consists of the following items:

= Research and development expenditure that is recognized as
an expense during the reporting period; in accordance with
IAS 38.126, all non-capitalized expenses and amortization and
impairment on development expenditure already capitalized
that can be directly assigned to the research and development
activities.

= The volume of non-capitalized leases was determined in
accordance with IFRS 16 and includes expenses for short-
term leases.

= Maintenance and repair costs and other direct expenditure
relating to ongoing maintenance of property, plant and equip-
ment were determined on the basis of the maintenance and
repair costs allocated to the internal cost centers. The rele-
vant cost items are included in various line items in the income
statement. Building renovation work that helps to reduce car-
bon emissions is also included here. As a rule, the cost items
are staff costs, costs for services, the cost of materials for
maintenance, and costs for regular and unscheduled mainte-
nance and repair work.

To ensure that nothing was counted more than once for the pur-
poses of the OpEx and CapEx KPIs, DEUTZ first determined all
capital expenditure and operating expenses in category c) and
then determined the remaining capital expenditure and operating
expenses in category a). Any unassigned capital expenditure is
non-taxonomy-eligible. The DEUTZ Group’s capital expenditure
and operating expenses can be assigned to categories a) and c)
only. Revenue is recorded at the level of the individual companies
to ensure that it is not counted more than once.

1 See also 'Leases’, note 25, p. 187 onward.
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TAXONOMY-ELIGIBLE AND TAXONOMY-
ALIGNED ECONOMIC ACTIVITIES
IN THE DEUTZ GROUP

Business model The DEUTZ Group's core competencies are
primarily the development and production of drive systems for
off-highway applications. These drives are used in a wide range
of applications including construction equipment, agricultural
machinery, material handling equipment such as forklift trucks
and lifting platforms, commercial vehicles, rail vehicles, and
boats used for private or commercial purposes. The Company's
operating activities are divided into the Classic and Green seg-
ments. The Classic segment encompasses all activities related
to the development, production, distribution, and maintenance of
diesel and gas engines as well as the related service business.
The Green segment consists of all activities related to new drives.

0 See also ‘Business model and segments’, p. 21

In view of DEUTZ's business model, the economic activities that
are taxonomy-eligible and taxonomy-aligned are essentially those
relating to alternative drive solutions. Examples are DEUTZ's
hydrogen engine, which is being used in applications such as sta-
tionary equipment for the generation of electricity, and the activi-
ties relating to the electrification of the engine portfolio under the
E-DEUTZ name. The latter include the manufacture of all-electric
and hybrid drive systems (e.g. for use in construction-site vehi-
cles and ground support equipment), the manufacture of battery
management systems and components by the DEUTZ subsidiary
Futavis, and the manufacture of batteries and electric boat drives
by the DEUTZ subsidiary Torgeedo. In addition to these activities
from which DEUTZ generates external revenue, investing activi-
ties that exclusively result in taxonomy-aligned CapEx were also
identified. These activities relate to interdisciplinary topics and
individual measures in connection with optimizing energy effi-
ciency within operations.

Identification of taxonomy-eligible and taxonomy-aligned eco-
nomic activities in the DEUTZ Group As the first step in identify-
ing taxonomy-eligible and taxonomy-aligned economic activities,
DEUTZ assessed which of its business activities might potentially
be relevant. It did this by referring to Annexes 1 and 2 of Delegat-
ed Act 2021/2139 supplementing the EU Taxonomy Regulation.
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The following table shows the taxonomy-eligible economic activ-
ities — pursuant to Annex 1 of Delegated Act 2021/2139 - in the
DEUTZ Group that can be assigned to the environmental objec-
tive of (1) climate change mitigation.

Overview and assignment of taxonomy-eligible economic activities in the DEUTZ Group

<

>
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Activity pursuant to Annex 1

Economic activity at DEUTZ

3.2. Manufacture of equipment for the Manufacture of hydrogen engines that produce electricity
production and use of hydrogen in combination with a generator in stationary equipment

3.4 Manufacture of batteries Futavis subsidiary: manufacture of battery management systems and components

Torgeedo subsidiary: manufacture of battery modules, battery management systems,
and battery casings in collaboration with suppliers

3.6. Manufacture of other Manufacture of electric drive systems, e.g. for use in construction-site vehicles
low carbon technologies and ground support equipment

Torgeedo subsidiary: manufacture of electric boat drives

6.5 Transport by motorbikes, passenger cars Use (including leasing) of company cars with an electric, hybrid, or hydrogen drive
and light commercial vehicle

7.1 Construction of new buildings, non-residential Construction of the new fire station at the Cologne-Porz site

7.3 Installation, maintenance and repair Replacement of conventional lighting with LED lighting
of energy efficiency equipment

Use of solar shading to optimize the thermal performance of the glazing
in the assembly hall at the Cologne-Porz site

Optimization of the thermal performance of the glazing in the boiler house
at the Cologne-Porz site

7.4 Installation, maintenance and repair Installation of electric charging stations at the Cologne-Porz site
of charging stations for electric vehicles
in buildings (and parking spaces attached
to buildings)

7.5 Installation, maintenance and repair Maintenance and expansion of the energy monitoring system to include new electricity
of instruments and devices for measuring, meter points at the Cologne and Ulm sites in order to measure consumption
regulating and controlling energy performance  and energy flows at additional points
of buildings

7.6 Installation, maintenance and repair Installation of a photovoltaic system on top of the new fire station at the Cologne-Porz site
of renewable energy technologies

Implementation of preparatory measures for installing a photovoltaic system on top
of a factory building at the Cologne-Porz site
Installation of heat pumps with pipes in the new fire station at the Cologne-Porz site
7.7 Acquisition and ownership of buildings New logistics center
9.1 Close-to-market research, development Use of HVO in internal combustion engines

and innovation

Operation of internal combustion engines on test rigs where the brakes
are linked to an electric drive that generates electricity

ANNUAL REPORT 2022 DEUTZ AG

128



i < >

NON-FINANCIAL REPORT | INFORMATION ON REGULATION (EU) 2020/852 — TAXONOMY REGULATION

The second step was to analyze the economic activities identi-
fied as taxonomy-eligible (listed above) to assess their taxonomy
alignment. [0 see ‘Key performance indicators, calculation rules, and technical screening
criteria’, p. 125 onward, for details of the requirements for taxonomy alignment

1. Substantial contribution In an in-depth analysis, DEUTZ iden-
tified a substantial contribution to at least one of the six environ-
mental objectives and, specifically, to the environmental objective
of (1) climate change mitigation. On the basis of data recorded in
2021, DEUTZ calculated a greenhouse gas footprint (scopes 1, 2,
and 3) and a product carbon footprint for its electrical 360-volt
drive system and, for comparison purposes, for its TCD 2.9 die-
sel engine in 2022 in order to provide evidence of the substan-
tial contribution of the core activities 3.2/3.4 and 3.6 to climate
change mitigation. The table ‘Overview and assignment of taxon-
omy-eligible economic activities in the DEUTZ Group' indicates
the extent and nature of the substantial contributions. A substan-
tial contribution from economic activity 7.3 is achieved through
optimization of the thermal performance of the glazing of pro-
duction buildings and replacement of conventional lighting with
LED lighting. The substantial contribution from economic activity
7.6 is achieved through the installation of photovoltaic systems.

2. Adherence to the DNSH criteria DEUTZ believes that part of
its responsibility to society is to help to improve the protection of
the environment and climate around the world by developing inno-
vative drive solutions for its customers. The Company also strives
to fulfill its responsibility in this area by continuously optimizing
the processes and activities associated with its own business
operations with regard to their negative impact on the environ-
ment and to continuously improve its management of resources.
To this end, DEUTZ has established an environmental manage-
ment system certified in accordance with the international DIN
EN ISO 14001:2015 standard. @0 see also ‘Environmental and climate protec

tion’, p. 121 onward

To assess whether the economic activities assigned to environ-
mental objective (1) do no significant harm to the environmental
targets (2) to (6), a review was conducted pursuant to Commis-
sion Delegated Regulation (EU) 2021/2139, appendices A to D:

2.1 Adherence to the DNSH principle for environmental objective
(2) climate change adaptation DEUTZ conducted a climate risk
analysis with the assistance of an external consultancy and a cli-
matologist in order to identify the physical climate risks that are
material to its taxonomy-eligible economic activities. The analy-
sis covered the following sites, reflecting the location of DEUTZ's
taxonomy-eligible economic activities: Cologne, Ulm, Aachen,
Wessling, and Herschbach in Germany and Zafra in Spain. Future
climate-related risks in the categories temperature, wind, water,
and solid matter were evaluated for these sites. DEUTZ took
into account both chronic climate risks, i.e. those that persist
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over a long period of time, and acute (short-term) but severe cli-
mate risks. Four different emissions scenarios were used for the
future climate outcomes: RCP2.6, RCP4.5, RCP6.0, and RCP8.5.
The analysis was carried out for the current and future climate.
The necessary data was either taken from the ERAS reanalysis
(weather maps) and from official climate models from the Inter-
governmental Panel on Climate Change (IPCC) or was compiled
and processed using external hazard and risk data sets. No mate-
rial physical climate risks resulting from the economic activities
identified as taxonomy-eligible were ascertained.

2.2 Adherence to the DNSH principle for environmental objective
(3) sustainable use and protection of water and marine resourc-
es Toidentify risks in connection with maintaining water quali-
ty and avoiding water shortages, DEUTZ developed an evaluation
form that sites can use to conduct a self-assessment relating to
water pollution control, water supply, water disposal, and water
consumption. The content of the evaluation form was based on
the mandatory environmental impact assessment in accordance
with the German Environmental Impact Assessment Act (UVPG).
No negative impact resulting from the economic activities was
ascertained.

2.3 Adherence to the DNSH principle for environmental objec-
tive (4) transition to a circular economy The vast majority of
the components used by DEUTZ in its production processes are
designed to last for a very long time and to be capable of being
refurbished/overhauled, thereby extending their useful life. The
components are recyclable and still have significant value at the
end of their useful life because they contain materials such as
steel, aluminum, or copper. After being recycled by a third par-
ty, the recovered materials can be used as a secondary resource
in the production of new goods. For example, old batteries are
added to aregister of old electrical goods maintained by Stiftung
Elektro-Altgerate-Register before important raw materials are
recovered from them using efficient metallurgical, chemical, and
mechanical recycling processes.

Sustainable waste management is a key component of the DEUTZ
Group's environmental management system. The Company'’s
waste, such as metal, wood, paper, cardboard, cardboard pack-
aging, and plastic, is sold so that it can be recycled and reused
by a third party.

2.4 Adherence to the DNSH principle for environmental objective
(5) pollution prevention and control DEUTZ purchases compo-
nents and raw materials for use in engine production that con-
tain an extensive range of pure substances and minerals and that
could cause harm to people and the environment if they are not
handled properly. Some of these substances and minerals are
subject to international regulations, including the regulation per-
taining to the registration, evaluation, authorization, and restric-
tion of chemicals (REACH) and the directive restricting the use of
certain hazardous substances in electrical and electronic equip-
ment (RoHS).
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An engine has an average of 650 parts, and a variety of different
substances are contained in these parts or are used in their man-
ufacturing process. The Materials Compliance function makes
sure that the engines produced are continually assessed for com-
pliance with the many environmental laws and regulations and
that processes are incrementally optimized with regard to the
materials and substances used. This includes introducing con-
formity checks in the product development process. In addition,
the Company defines materials compliance criteria to be applied
when selecting production component suppliers. In 2020, DEUTZ
introduced an online database for materials declarations with the
aim of monitoring supplier compliance with these criteria and
improving the management of processes. Over time, all materi-
als processed and used by the Company will be recorded in the
database. This means it will include the full range of substances
and minerals, and not just those that are subject to the regula-
tion pertaining to the registration, evaluation, authorization, and
restriction of chemicals (REACH) and to the directive restricting
the use of certain hazardous substances in electrical and elec-
tronic equipment (RoHS).

DEUTZ intends to use the information on materials declarations
held in its database not only to ensure compliance with the law
and relevant policies, but also to take steps that will help to avoid
pollution caused by the use of chemicals and their placement
in the market. @ see also ‘Supplier management’ p. 110 onward. The Company
manages hazardous substances in such a way that the related
hazards are either avoided entirely through the use of substi-
tutes or reduced to a minimum as a result of technical and orga-
nizational measures. @ see also ‘Occupational health and safety’, p. 108 onward

2.5 Adherence to the DNSH principle for environmental objec-
tive (6) protection and restoration of biodiversity and ecosys-
tems The evaluation form referred to in 2.2 above sets out
criteria for assessing the protection of ecosystems and biodi-
versity in addition to the criteria on assessing the sustainable use
of water resources. No significant adverse effects on the protec-
tion of ecosystems and biodiversity resulting from the economic
activities were ascertained. None of the sites evaluated that are
relevant to DEUTZ's taxonomy-eligible economic activities are
near to areas with fragile biodiversity.
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3. Adherence to the minimum safeguards A responsible
approach to business, including in relation to human rights,
bribery and corruption, taxation, and fair competition, is a high
priority for DEUTZ and therefore firmly enshrined in its manage-
ment systems, policies, and strategies. This is also reflected in
the content of various internal organizational policies and of the
groupwide codes of conduct for employees, suppliers, and oth-
er business partners. The codes are based on the Supply Chain
Due Diligence Act (LkSG), the UN Universal Declaration of Human
Rights, the ILO’s fundamental conventions, the OECD Guidelines
for Multinational Enterprises, the UN Guiding Principles on Busi-
ness and Human Rights, the ten principles of the United Nations
Global Compact (UNGC), and other sources.

Regular classroom-based courses and annual compliance train-
ing are provided to ensure that employees understand the con-
tent of the code of conduct and that they act in accordance with
pertinent laws and regulations. The various modules include
anti-corruption, antitrust law, health and safety in the office, and
the German General Equal Treatment Act (AGG) and non-discrimi-
nation. @ seealso Corporate governance and compliance’, p. 100 onward With regard
to taxation, DEUTZ has established a system for managing tax
compliance that is designed to ensure lawful conduct in relation
to tax matters and to minimize and avoid financial risk, reputa-
tional risk, and consequences under criminal law that could arise
in the event of unlawful behavior.

Using the internal control system (ICS), the ICS coordinator and
Corporate Audit regularly evaluate the processes established in
the Group and, if necessary, initiate and implement any need for
action that is identified.

As a member of the United Nations Global Compact, DEUTZ
attaches particular importance to respect for human rights and
measures to combat corruption. At the end of 2022, DEUTZ adopt-
ed a human rights code in order to emphasize its zero-tolerance
approach to human rights abuses. The code applies to employ-
ees, suppliers, and business partners alike. 0 seeals

‘Corporate gover

nance and compliance’, p. 100 onward, and ‘Supplier management’, p. 110 onwarc

c

To identify, as far as possible, any behavior that violates laws or
regulations and to immediately put a stop to any proven miscon-
duct, DEUTZ has provided a publicly accessible whistleblowing
system on its website for the purposes of reporting suspected
violations of DEUTZ's codes of conduct. Every suspected viola-
tion is documented in a uniform way and treated in accordance
with the groupwide compliance policy. [ see also ‘Corporate governance

and compliance’, p. 100 rd
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DEUTZ has various instruments at its disposal that allow it to
identify and evaluate any negative effects on its business activ-
ities, supply chains, and business relationships. For example,
it conducts quarterly risk inventories for its business activities
that also cover risks relating to human rights, bribery and corrup-
tion, taxation, and fair competition. With regard to its business
partners, DEUTZ has established a business partner compliance
tool with which it checks for aspects such as potential miscon-
duct, e.g. in connection with money laundering, unfair compet-
itive practices, and corruption and/or bribery. @ see also ‘Corporate
governance and compliance’, p. 100 onward. In addition, DEUTZ uses a tool that
draws on publicly accessible information so that it can monitor
suppliers on an ongoing basis. Compliance with the DEUTZ sup-
plier code of conduct is also checked during on-site audits. @ see

‘Supplier management’, p. 110 onward

If any negative or disadvantageous effects were to be identified,
e.g.regarding human rights, bribery and corruption, taxation, and
fair competition, DEUTZ would take action to stop or reduce them
and to avoid them in the future. Implementation of the measu-
res above, and the outcomes, would be tracked. Using a suita-
ble channel, DEUTZ would also communicate the way in which
negative effects are dealt with and, where appropriate, would ini-
tiate or support remedial action for confirmed violations, inclu-
ding those relating to human rights, bribery, and corruption. In
relation to negative effects attributable to its suppliers, DEUTZ
will publish an annual declaration of principles pursuant to the
LkSG from 2023 onward. The declaration includes a description of
how DEUTZ fulfills its due diligence obligations regarding human
rights and the environment, the results of the regular risk analy-
ses, and the implementation of preventive and remedial measu-
res aimed at mlnlmlzmg risk. @ seealso Supplier management’, p. 110 onward
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Based on the information in this section, DEUTZ concludes that it
satisfies the criteria for the minimum safeguards. Moreover, it has
not identified any violations relating to the aforementioned topics
in connection with its business activities. Consequently, there
have been no convictions in court in respect of such violations.

The DEUTZ Group’s taxonomy-aligned economic activities
encompass those taxonomy-eligible economic activities that veri-
fiably satisfy all criteria in Article 3 of the EU Taxonomy Regula-
tion. 0 see’ Key performance indicators, calculation rules, and technical screening criteria

p. 125 onward
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The following tables show the proportion of total revenue, total
CapEx, and total OpEx associated with the economic activities
that are taxonomy-eligible pursuant to the EU Taxonomy Regula-
tion and, based on the analysis and checking process described

above, can be considered taxonomy-aligned.

DEUTZ does not engage in any economic activities related to nuc-
lear power and the use of natural gas, and therefore does not disc-

lose information using the relevant reporting forms.

Proportion of revenue in 2022 attributable to goods or services that are associated with taxonomy-aligned economic activities

i
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Substantial

contribution criteria (Do No Significant Harm) Taxonomy
aligned
Water and Biodiversity Climate proportion  Category  Category
Absolute Proportion marine Circular and change Circular Minimum of turnover  (enabling (transition-
Economic Activities Code(s) Turnover of turnover resources economy Pollution ecosystems mitigation economy Pollution ecosystems safeguards (year 2021) activity al activity)
currency in € % % % % % Y/N Y/N Y/N % E T
A. TAXONOMY ELIGIBLE ACTIVITIES
A.1. Environmentally sustainable activities
(Taxonomy aligned)
3.4 Battery manufacture? 3.4 14,242,159.69 0.73 0 0 0 0 =3 YES YES - E -
Turnover of environmentally sustainable activities
(Taxonomy aligned) (A1) 14,242,159.69 0.73
A.2. Taxonomy Eligible but not
environmentally sustainable activities
(non taxonomy aligned activities)
3.6 Manufacture of other low-carbon technologies'? 3.6 49,774,368.74 2.55
Turnover of Taxonomy eligible but
not environmentally sustainable activities
(non Taxonomy aligned) (A.2.) 49,774,368.74 2.55 - - -
Total (A.1.) + (A.2.) 64,016,582.43 3.28 - - -
B. NON TAXONOMY ELIGIBLE ACTIVITIES
Turnover of Taxonomy non eligible activities (B) 1,889,431,262.96 96.70
Total (A) + (B) 1,953,447,845.39 100.00
' The economic activities listed under 3.6 do not fully satisfy the technical screening criteria for EU taxonomy alignment with regard to making a verifiable substantial contribution and are therefore reported as taxonomy-eligible, but not taxonomy-aligned.
2The allocation of Torgeedo's turnover figures to the economic activities 3.4 (20 percent) and 3.6 (80 percent) were calculated on the basis of its reported revenue.
3 Not applicable.
132
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Proportion of CapEx in 2022 attributable to goods or services that are associated with taxonomy-aligned economic activities
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Substantial DNSH Criteria
contribution criteria (Do No Significant Harm) Taxonomy Taxonomy
aligned aligned
Climate Climate Water and Biodiversity Climate Climate Water and Biodiversity proportion proportion  Category Category
Absolute Proportion change change marine Circular and change change marine Circular and Minimum of CapEx of CapEx (enabling (transition-
Economic Activities Code(s) CapEx of CapEx mitigation  adaptation resources economy Pollution ecosystems mitigation  adaptation resources economy Pollution ecosystems safeguards (year2022) (year 2021) activity al activity)
currency in € % % % % % % % Y/N Y/N Y/N Y/N Y/N Y/N Y/N % % E T
A. TAXONOMY ELIGIBLE ACTIVITIES
A.1. Environmentally sustainable activities
(Taxonomy aligned)
3.2 Manufacture of equipment for the production
and use of hydrogen 3.2 226,006.83 0.19 100 0 0 0 0 0 =3 YES YES YES YES YES YES 0.19 - E -
3.4 Battery manufacture? 3.4 2,607,409.68 215 100 0 0 0 0 0 =3 YES YES YES YES YES YES 2.15 - E -
7.3 Lighting with LED lamps, thermal optimization
of buildings 7.3 481,596.62 0.40 100 0 0 0 0 0 =3 YES =3 =3 YES =3 YES 0.40 - E -
7.4 E-charging station installation 74 13,053.73 0.01 100 0 0 0 0 0 =3 YES =3 =3 =3 =3 YES 0.01 - E -
7.5 Maintenance and expansion of the energy
monitoring system (electricity meter)
to determine consumption levels 75 13,006.70 0.01 100 0 0 0 0 0 =3 YES =3 =3 =3 =3 YES 0.01 - E -
7.6 Installation of a photovoltaic system, installation
of heat pumps 7.6 236,819.27 0.19 100 0 0 0 0 0 =3 YES =3 =3 =3 =3 YES 0.19 - E -
9.1 Market oriented research, development
and innovation 9.1 62,005.85 0.05 100 0 0 0 0 0 =3 YES YES YES YES YES YES 0.05 - E -
CapEx of environmentally sustainable activities
(Taxonomy aligned) (A1) 3,639,898.68 3.00 3.00
A.2. Taxonomy Eligible but not environmentally
sustainable activities (non taxonomy aligned activities)
3.6 Manufacture of other low-carbon technologies'? 3.6 9,736,427.18 8.01
6.5 Operation of company cars with electric, hybrid
and hydrogen drives* 6.5 196,252.75 0.16
7.1 New construction of the fire station® 71 2,147,290.00 1.77
7.7 Acquired, rented and leased buildings® 77 2,430,519.30 2.00
CapEx of Taxonomy eligible but not environmentally
sustainable activities (non Taxonomy aligned) (A.2.) 14,510,489.23 11.94
Total (A.1.) + (A.2)) 18,150,387.91 14.94 3.00 - - -
B. NON TAXONOMY ELIGIBLE ACTIVITIES
CapEx of Taxonomy non eligible activities (B) 103,348,335.05 85.06
Total (A) + (B) 121,498,722.96 100.00
' The economic activities listed under 3.6 do not fully satisfy the technical screening criteria for EU taxonomy alignment with regard to making a verifiable substantial contribution and are therefore reported as taxonomy-eligible, but not taxonomy-aligned.
2 The allocation of Torqeedo’s CapEx figures to the economic activities 3.4 (20 percent) and 3.6 (80 percent) were calculated on the basis of its reported revenue.
3 Not applicable.
4The economic activities listed under 6.5 do not fully satisfy the technical screening criteria for EU taxonomy alignment with regard to making a verifiable contribution to the transition to a circular economy and are therefore reported as taxonomy-eligible, but not taxonomy-aligned; required manufacturer declarations from purchasing to production are not available.
5The economic activities listed under 7.1 and 7.7 do not satisfy the technical screening criteria for EU taxonomy alignment with regard to making a substantial contribution and are therefore reported as taxonomy-eligible, but not taxonomy-aligned.
133

ANNUAL REPORT 2022 DEUTZ AG



Proportion of OpEx in 2022 attributable to goods or services that are associated with taxonomy-aligned economic activities.
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DNSH Criteria

Substantial
contribution criteria (Do No Significant Harm) Taxonomy Taxonomy
aligned aligned
Climate Climate Water and Biodiversity Climate Climate Water and Biodiversity proportion proportion  Category Category
Absolute Proportion change change marine Circular and change change marine Circular and Minimum of OpEx of OpEx (enabling (transition-
Economic Activities Code(s) OpEx of OpEx  mitigation  adaptation resources economy Pollution ecosystems mitigation  adaptation resources economy Pollution ecosystems safeguards (year2022) (year 2021) activity al activity)
currency in € % % % % % % % Y/N Y/N Y/N Y/N Y/N Y/N Y/N % % E T
A. TAXONOMY ELIGIBLE ACTIVITIES
A.1. Environmentally sustainable activities
(Taxonomy aligned)
3.2 Manufacture of equipment for the production
and use of hydrogen 3.2 8,086,697.00 6.13 100 0 0 0 0 0 =3 YES YES YES YES YES YES 6.13 - E -
3.4 Battery manufacture? 3.4 3,597,956.19 2.73 100 0 0 0 0 0 =3 YES YES YES YES YES YES 3.44 - E -
9.1 Market oriented research, development
and innovation 9.1 1,681.00 0.00 100 0 0 0 0 0 =3 YES YES YES YES YES YES 0.00 - E -
OpEx of environmentally sustainable activities
(Taxonomy aligned) (A1) 11,686,334.19 8.86 8.86
A.2. Taxonomy Eligible but not
environmentally sustainable activities
(non taxonomy aligned activities)
3.6 Manufacture of other low-carbon technologies'? 3.6 23,030,060.01 17.45
6.5 Operation of company cars with electric,
hybrid and hydrogen drives* 6.5 43,505.14 0.03
OpEx of Taxonomy eligible but not environmentally
sustainable activities
(non Taxonomy aligned) (A.2.) 23,073,565.15 17.48 - - - -
Total (A.1.) + (A.2.) 34,759,899.34 26.34 8.86 - - -
B. NON TAXONOMY ELIGIBLE ACTIVITIES
OpEx of Taxonomy non eligible activities (B) 97,247,667.75 73.67
Total (A) + (B) 132,007,567.09 100.00

" The economic activities listed under 3.6 do not fully satisfy the technical screening criteria for EU taxonomy alignment with regard to making a verifiable substantial contribution and are therefore reported as taxonomy-eligible, but not taxonomy-aligned.
2The allocation of Torqeedo's OpEx figures to the economic activities 3.4 (20 percent) and 3.6 (80 percent) were calculated on the basis of its reported revenue.

3 Not applicable.

“The economic activities listed under 6.5 do not fully satisfy the technical screening criteria for EU taxonomy alignment with regard to making a verifiable contribution to the transition to a circular economy and are therefore reported as taxonomy-eligible, but not taxonomy-aligned; required manufacturer declarations from purchasing to production are not available.
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Delegated Act 2021/2178

Annex 1 art. 1.2.3.2. a

Economic activity

Additions to property,
plant and equipment

Additions to internally generated
or acquired intangible assets

Additions through
right-of-use assets

3.2 226,006.83 0.00 0.00
3.4 712,849.75 94,249.84 1,800,310.09
7.3 481,596.62 0.00 0.00
7.4 13,053.73 0.00 0.00
7.5 13,006.70 0.00 0.00
7.6 236,819.27 0.00 0.00
9.1 62,005.85 0.00 0.00
Total 1,745,338.75 94,249.84 1,800,310.09

Quantitative breakdown of OpEx (€)

Delegated Act 2021/2178 Annex 1 art.1.2.3.3. a
R&D costs 33,218,384.90
Building renovation measures 0.00
Non-capitalized leases 108,325.30
Maintenance and repair 1,433,189.14
Total 34,759,899.34

ANNUAL REPORT 2022 DEUTZ AG
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INDEPENDENT PRACTITIONER'S
REPORT ON A LIMITED
ASSURANCE ENGAGEMENT

ON NON-FINANCIAL REPORTING'

To DEUTZ AG, KéIn

We have performed a limited assurance engagement on the com-
bined separate non-financial report of DEUTZ AG, KélIn, (herein-
after the “Company”) for the period from 1 January 2022 to 31
December 2022 (hereinafter the “Combined Separate Non-finan-
cial Report”).

Not subject to our assurance engagement are the external sourc-
es of documentation or expert opinions mentioned in the Com-
bined Separate Non-financial Report.

RESPONSIBILITY
OF THE EXECUTIVE DIRECTORS

The executive directors of the Company are responsible for the
preparation of the Combined Separate Non-financial Report in
accordance with §§ (Articles) 315¢ in conjunction with 289c to
289e HGB ("Handelsgesetzbuch": "German Commercial Code")
and Article 8 of REGULATION (EU) 2020/852 OF THE EUROPEAN
PARLIAMENT AND OF THE COUNCIL of 18. June 2020 on estab-
lishing a framework to facilitate sustainable investment and
amending Regulation (EU) 2019/2088 (hereinafter the "EU Tax-
onomy Regulation”) and the Delegated Acts adopted thereunder,
as well as for making their own interpretation of the wording and
terms contained in the EU Taxonomy Regulation and the Delegat-
ed Acts adopted thereunder, as set out in section “INFORMATION
ON REGULATION (EU) 2020/852 — TAXONOMY REGULATION" of
the Combined Separate Non-financial Report.

This responsibility includes the selection and application of
appropriate non-financial reporting methods and making assump-
tions and estimates about individual non-financial disclosures
of the Group that are reasonable in the circumstances. Further-
more, the executive directors are responsible for such internal
control as the executive directors consider necessary to enable
the preparation of a Combined Separate Non-financial Report that
is free from material misstatement whether due to fraud or error.

PricewaterhouseCoopers GmbH has performed a limited assurance engagement
on the German version of the combined separate non-financial report and issued
an independent practitioner’s report in German language, which is authoritative.
The following text is a translation of the independent practitioner’s report.
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The EU Taxonomy Regulation and the Delegated Acts issued
thereunder contain wording and terms that are still subject to
considerable interpretation uncertainties and for which clarifi-
cations have not yet been published in every case. Therefore, the
executive directors have disclosed their interpretation of the EU
Taxonomy Regulation and the Delegated Acts adopted thereun-
der in section “INFORMATION ON REGULATION (EU) 2020/852
— TAXONOMY REGULATION" of the Combined Separate Non-fi-
nancial Report. They are responsible for the defensibility of this
interpretation. Due to the immanent risk that indeterminate legal
terms may be interpreted differently, the legal conformity of the
interpretation is subject to uncertainties.

INDEPENDENCE AND QUALITY CONTROL
OF THE AUDIT FIRM

We have complied with the German professional provisions
regarding independence as well as other ethical requirements.

Our audit firm applies the national legal requirements and profes-
sional standards — in particular the Professional Code for German
Public Auditors and German Chartered Auditors (“Berufssatz-
ung fiir Wirtschaftspriifer und vereidigte Buchpriifer”: “BS WP/
vBP") as well as the Standard on Quality Control 1 published by
the Institut der Wirtschaftspriifer (Institute of Public Auditors in
Germany; IDW): Requirements to quality control for audit firms
(IDW Qualitatssicherungsstandard 1: Anforderungen an die Qual-
itatssicherung in der Wirtschaftspriiferpraxis - IDW QS 1) — and
accordingly maintains a comprehensive system of quality control
including documented policies and procedures regarding com-
pliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.

RESPONSIBILITY
OF THE ASSURANCE PRACTITIONER

Our responsibility is to express a conclusion with limited assur-
ance on the Combined Separate Non-financial Report based on
our assurance engagement.

We conducted our assurance engagement in accordance with
International Standard on Assurance Engagements (ISAE) 3000
(Revised): Assurance Engagements other than Audits or Reviews
of Historical Financial Information, issued by the IAASB. This
Standard requires that we plan and perform the assurance
engagement to obtain limited assurance about whether any
matters have come to our attention that cause us to believe that
the Company’s Combined Separate Non-financial Report, oth-
er than the external sources of documentation or expert opin-
ions mentioned in the Combined Separate Non-financial Report,
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is not prepared, in all material respects, in accordance with §§
315c in conjunction with 289c to 289e HGB and the EU Taxonomy
Regulation and the Delegated Acts issued thereunder as well as
the interpretation by the executive directors disclosed in section
“INFORMATION ON REGULATION (EU) 2020/852 — TAXONOMY
REGULATION" of the Combined Separate Non-financial Report.

In alimited assurance engagement the procedures performed are
less extensive than in a reasonable assurance engagement, and
accordingly a substantially lower level of assurance is obtained.
The selection of the assurance procedures is subject to the pro-
fessional judgement of the assurance practitioner.

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

Gain an understanding of the structure of the Group's sus-
tainability organisation and stakeholder engagement

Inquiries of the executive directors and relevant employees
involved in the preparation of the Combined Separate Non-fi-
nancial Report about the preparation process, about the
internal control system relating to this process and about
disclosures in the Combined Separate Non-financial Report

Identification of likely risks of material misstatement in the
Combined Separate Non-financial Report

Analytical procedures on selected disclosures in the Com-
bined Separate Non-financial Report

Reconciliation of selected disclosures with the correspond-
ing data in the consolidated financial statements and group
management report

Evaluation of the presentation of the Combined Separate
Non-financial Report

Evaluation of the process to identify taxonomy-eligible and
taxonomy-aligned economic activities and the correspond-
ing disclosures in the Combined Separate Non-financial
Report

Inquiries on the relevance of climate-risks

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

ANNUAL REPORT 2022 DEUTZ AG

ASSURANCE OPINION

Based on the assurance procedures performed and evidence
obtained, nothing has come to our attention that causes us to
believe that the Combined Separate Non-financial Report of the
Company for the period from 1 January 2022 to 31 December
2023 is not prepared, in all material respects, in accordance with
88§ 315c in conjunction with 289c to 289e HGB and the EU Tax-
onomy Regulation and the Delegated Acts issued thereunder as
well as the interpretation by the executive directors disclosed in
section “INFORMATION ON REGULATION (EU) 2020/852 — TAX-
ONOMY REGULATION" of the Combined Separate Non-financial
Report.

We do not express an assurance opinion on the external sources
of documentation or expert opinions mentioned in the Combined
Separate Non-financial Report.

RESTRICTION OF USE

We draw attention to the fact that the assurance engagement
was conducted for the Company'’s purposes and that the report
is intended solely to inform the Company about the result of the
assurance engagement. Consequently, it may not be suitable
for any other purpose than the aforementioned. Accordingly,
the report is not intended to be used by third parties for making
(financial) decisions based on it. Our responsibility is to the Com-
pany. We do not accept any responsibility to third parties. Our
assurance opinion is not modified in this respect.

Frankfurt, 13 March 2023

PricewaterhouseCoopers GmbH
Wirtschaftspriifungsgesellschaft

Nicolette Behncke
Wirtschaftspriifer
[German public auditor]

ppa. Benjamin Wolf
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