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REMUNERATION REPORT
REMUNERATION REPORT FOR THE MANAGEMENT BOARD

INTRODUCTION

The following remuneration report explains the remuneration system and individual
remuneration for current and former members of the Management Board of LPKF Laser &
Electronics AG in the 2021 financial year. The remuneration report is based in particular on
the recommendations of the German Corporate Governance Code (GCGC) and the German
Stock Corporation Act (Aktiengesetz). In addition, the remuneration report contains
information pursuant to Section 162 of the German Stock Corporation Act in the version
applicable under the German Act Implementing the Second Shareholder Rights Directive
(Gesetz zur Umsetzung der zweiten Aktionarsrechterichtlinie).

THE REMUNERATION SYSTEM IN THE 2021 FINANCIAL YEAR
Resolution on the approval of the remuneration system for members of the Management
Board

The Supervisory Board of LPKF Laser & Electronics AG adopted a resolution in April 2020 on
a revised remuneration system for members of the Management Board in accordance with
Sections 87 (1) and 87a (1) of the German Stock Corporation Act. The remuneration system
was approved in its revised form by the shareholders of LPKF Laser & Electronics AG at the
Annual General Meeting on 20 May 2021 with 79.26% of the votes. In view of the
shareholders' voting behavior on the current remuneration system, it is currently being
reviewed with the involvement of an independent remuneration consultant.

Application of the remuneration system for the Management Board in the 2021 financial
year

The revised remuneration system applies to all Management Board employment contracts
concluded or extended on or after 7 April 2021 with retroactive effect from the start of the
2021 financial year. That means that it applied only to Management Board member Christian
Witt in 2021.

The former CEO, Dr. Goetz M. Bendele, received remuneration in accordance with the old
system up until his departure on 30 April 2021.

Britta Schulz was appointed as interim member of the Management Board with effect from
1 May 2021. Her employment contract as an employee of LPKF Laser & Electronics AG was
temporarily suspended with respect to her work duties for the period for which she was
appointed to the Management Board. Her entitlement to variable, performance-related
remuneration is largely based on the provisions of her previous employment contract. The
revised remuneration system therefore did not apply to Britta Schulz in principle in the 2021
financial year.

The revised remuneration system at a glance
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Remuneration for members of the Management Board of LPKF Laser & Electronics AG is
geared towards the long-term and sustainable development of the company. As well as the
duties and performance of the individual Management Board member, total remuneration
for members of the Management Board takes into account the company’s size, complexity
and situation. It comprises non-performance-based salary and non-cash benefits, in addition
to pension commitments and performance-based (variable) components. The non-
performance-based components include a fixed annual salary (basic salary) as well as
incidental benefits and benefits in kind.

The performance-based components consist of annual variable remuneration (STI), which
relates to the achievement of economic targets within a year, and long-term variable
remuneration (LTI), which is invested entirely in shares in LPKF Laser & Electronics AG, which
must be held for a minimum period of three years. The financial, economic, social and
environmental targets anchored in the performance-based remuneration components are in
keeping with the business strategy and the company’s sustainable long-term development.
Both short-term and long-term variable remuneration includes incentives for members of
the Management Board to ensure that the company’s development is sustainable.

The Supervisory Board places an emphasis on the long term when looking at the company’s
development and has therefore given the long-term performance-based remuneration
components a high weighting.

The remuneration system is also supplemented by appropriate regulations relating to the
start and end of work as a member of the Management Board. Moreover, the employment
contracts of all members of the Management Board contain a clause allowing the Supervisory
Board to reduce the Management Board’s salaries unilaterally within the meaning of Section
87 (1) of the German Stock Corporation Act in accordance with the statutory provision in
Section 87 (2) of the German Stock Corporation Act.

The Supervisory Board was advised by an independent remuneration expert when designing
the remuneration system. When the new remuneration system was drawn up, the
appropriateness of remuneration for Management Board members was also reviewed. As
part of this process, remuneration was compared with that of a few selected companies in
the laser manufacturing and semiconductor industry, taking into account the parameters of
revenue, profit and market capitalization. A vertical comparison in accordance with Section
87a (1) no. 9 of the German Stock Corporation Act was not carried out.

The remuneration system will be reviewed on an ongoing basis. It will be amended if, in
connection with forthcoming personnel decisions, and particularly when employment
contracts of Management Board members are to be concluded or extended, it becomes
apparent that adjustments are necessary in order to attract or retain suitable candidates. In
the event of significant changes to the remuneration system, and at least once every four
years, the remuneration system will be presented to the Annual General Meeting again for
approval.

In accordance with the statutory provisions in Section 87a (2) sentence 2 of the German Stock
Corporation Act, the Supervisory Board can temporarily deviate from the remuneration
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system if this is necessary in the interests of the company’s long-term well-being. This may
be the case in the event of exceptional and unforeseeable developments, for example.

Deviation from the remuneration system is possible only if a corresponding resolution is
adopted by the Supervisory Board and after the need for the deviation has been carefully
examined. The components of the remuneration system that it is possible to deviate from
under the aforementioned circumstances are the procedure, the remuneration structure,
the individual remuneration components and the performance criteria. Furthermore, the
Supervisory Board can temporarily grant additional remuneration components in this
situation or can replace individual remuneration components with other remuneration
components if this is necessary in order to restore Management Board remuneration to an

appropriate level in the specific situation.
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Remuneration component

Remuneration Report

Basis for assessment/paramter

Objective

Non-performance-based
remuneration

Fixed remuneration

Fixed remuneration is paid in
equal monthly installments at
the end of each month.

Reflects the role on the
Management Board, experience,
area of responsibility and market
conditions.

Ensures adequate income, to
prevent inappropriate risks from
being taken.

Incidental benefits

Benefits in kind, company car
(alternatively, cash allowance or
flat rate for a rental car),
insurance premiums

Absorption of costs and
compensation for economic
disadvantages

Performance-based
remuneration

Short-Term-Incentive (STI)

Performance period: 1 year
Target amount: 50% of fixed
remuneration

Performance criteria:

e 75% corporate targets: 25%
revenue, 25% EBIT margin, 25%
ROCE

® 25% personal targets:
Supervisory Board sets corporate
targets based on the approved
budget and personal targets for
each financial year.

The corporate targets are in
keeping with the parameters
used in corporate management.
Personal targets may also take
into account social and
environmental aspects (as ESG
criteria).

The financial, economic, social
and environmental targets are in
keeping with the business
strategy and promote the
company’s sustainable long-term
development.

Long-Term-Incentive (LTI)

Total period: 4 years (one-year
basis for assessment, followed by
a three-year lock-up period for
the shares)

Target amount: 50% of fixed
remuneration

Limit: 300% of the target amount
Performance criteria: as for STI

Promotes long-term growth in
the value of the company and
links the interests of members of
the Management Board with
those of shareholders.

Other regulations on
remuneration
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Maximum remuneration Limit on the total remuneration  Prevents inappropriately high
provided for one financial year payments
pursuant to Section 87a (1)
sentence 2 no. 1 of the German
Stock Corporation Act: EUR 1.1
million per person

Severance payment cap Maximum severance payments  Prevents inappropriately high
of two years’ remuneration; may payments due to premature
not exceed remuneration for the termination of the Management
contract term Board contract

The old remuneration system at a glance

As payments were made under the old remuneration system in the 2021 financial year, we
will outline the structure of this system, and in particular the design of the performance-
based components, below.

The remuneration structure under the old system also consists of fixed basic remuneration,
two short-term variable components (with a clawback) and one long-term variable
component, as well as incidental benefits (benefits in kind).

The fixed non-performance-based remuneration comprises both the basic salary, which is
paid in equal monthly installments, and benefits. The benefits include a company car for both
official and private use and health and care insurance contributions.

The variable remuneration components consist of a long-term remuneration component, the
LTl options, and two short-term remuneration components with a clawback, the STI 1 ROCE
and the STI 2 cash flow (STI 2).

STI 1 corresponds to the performance indicator ROCE. Payment for STI 1 is made in cash for
the relevant financial year after approval of the consolidated financial statements. The
amount of STI 1 is graded depending on target achievement; a payment is made only if a
minimum ROCE figure of 8% (floor) is achieved. The target figure is ROCE of 18% and the cap
is 30%.

STl 2 corresponds to the ratio of free cash flow to average total capital. Payment for this
performance indicator is also made in cash following approval of the consolidated financial
statements in the following year. The amount of STI 2 is graded; the target figure is 13%, the
floor is 8% and the cap is 21%.

If there is a negative ROCE or cash flow the following year, this loss will subsequently be taken
into consideration and STI 1 and STI 2 will be reassessed in light of the negative ROCE and/or
cash flow for the following year. Any overpayments will be repaid by the Management Board
members. Other than that, extraordinary developments are not generally included in the
calculation of STI 1 and STI 2. This earnings-based clawback clause, which makes the final
entitlement to STI 1 and STI 2 contingent upon a positive ROCE or cash flow figure in the
following year, extends the assessment period for STI 1 and STI 2 to two years. This means
that it essentially constitutes multi-year variable remuneration.
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A long-term bonus plan has been created as LTI (Options) and is based on a value-oriented
performance target. Fictitious shares, known as phantom stocks, are granted to the
Management Board members annually in a contractually stipulated amount. The number of
phantom stocks corresponds to the individual amount stated, divided by the average closing
price of LPKF shares in the first quarter of the year in which the shares are allotted. The plan
term is three years per tranche. Once the respective plan term elapses, the beneficiaries are
entitled to a disbursement amount, the calculation of which depends on the final number of
phantom stocks. The final number of phantom stocks is calculated by multiplying the number
of phantom stocks originally allocated by a performance factor that is dependent on the
average value added of the LPKF Group during the relevant performance period. The amount
to be paid out is in turn calculated by multiplying the final number of phantom stocks by the
average share price of LPKF Laser & Electronics AG for the first quarter following the end of
the relevant performance period. A payout occurs only if the average share price on the
payment date is greater than the average share price on the allotment date. The amount of
the payment is limited to four times the allotment value.

REMUNERATION FOR THE MANAGEMENT BOARD IN THE 2021 FINANCIAL YEAR
The components of the remuneration system and their specific application in the 2021
financial year are explained in detail below.

Fixed annual salary
Members of the Management Board of LPKF Laser & Electronics AG receive remuneration in

the form of a fixed annual salary (fixed remuneration). Fixed remuneration is paid in equal
monthly installments at the end of each month. It is reviewed at regular intervals by the
Supervisory Board and adjusted in future contracts if necessary.

As well as his fixed salary as CFO of the company, Mr. Witt received additional remuneration
for temporarily acting as interim CEO.

Benefits in kind and other additional remuneration (incidental benefits)
In addition to fixed remuneration, incidental benefits are granted to each member of the

Management Board. These benefits include benefits in kind provided by the company, the
use of a company car, contributions to health and care insurance and other types of
insurance and absorption of other costs as is customary for the market, including the
conclusion of a D&O insurance policy by LPKF Laser & Electronics AG with a deductible for
the Management Board member in accordance with the German Stock Corporation Act.

LPKF Laser & Electronics AG makes a company car available to members of the Management
Board, including for personal use. When choosing a suitable company car and the type of
engine, environmental aspects are taken into account alongside the requirements of the
business. As an alternative to a company car, Management Board members may also be
offered a cash allowance or a flat rate for a rental car. Furthermore, LPKF Laser & Electronics
AG bears reasonable costs for expenses incurred by Management Board members in the
course of their work.

Performance-based variable remuneration
Performance-based remuneration for the Management Board consists of performance-

related remuneration that is paid annually (STI) and performance-related remuneration for
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which the amount of the payment is initially invested in shares in LPKF Laser & Electronics
AG (LTI), which must be held for a period of at least three years. The details of this are as
follows:

Short-term variable remuneration (STI)
How it works

The amount of STl depends on the achievement of corporate targets, which are based on the
Group’s financial results, and on the achievement of personal targets, which can be set each
year.

The corporate targets consist of three key economic figures. The extent to which the targets
have been met is measured in relation to the annual approved budget. In line with the key
financial indicators used in corporate management, the following parameters are specified
for the achievement of targets:

* ROCE (return on capital employed) refers to the ratio of the consolidated operating
EBIT to capital employed

+ Revenue in accordance with the company’s audited, consolidated annual financial
statements

+ Consolidated operating EBIT as a percentage of consolidated revenue in accordance
with the company’s audited, consolidated annual financial statements (EBIT margin)

The personal targets for the respective Management Board member are agreed each year. If
an agreement has not been reached on personal targets by 31 March of a given year, the
Supervisory Board shall set personal targets as it sees fit. Up to four personal targets may be
set, which, among other factors, may also take into account social and environmental aspects
(as ESG criteria).

Both personal and corporate targets may be achieved within a range agreed each year
between the Supervisory Board and the Management Board, which has a floor and a cap.
With regard to the achievement of targets, the following percentages of the agreed target
bonus will be paid:

¢ Below the floor 0%

¢ Floor 25%

* Target 100%

* Cap 200%

¢ Above the cap 200% (maximum amount)

A linear adjustment will be carried out for figures in between.

To calculate overall target achievement, the average of the respective target achievement
for personal and corporate targets is determined in each case. The average figures calculated
in this way are then multiplied by a weighting factor and added together to determine overall
target achievement. The weighting factor for personal targets is 0.25 and the weighting
factor for corporate targets is 0.75. The Supervisory Board can adjust the weighting factors
in light of specific influences on the business performance if this is in the company’s interests.
The weighting factor for corporate targets should not fall below 0.50.
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If a member of the Management Board joins or leaves the company during the year, a
proportionate share of their entitlement to STI will be deducted.

Graphic: Overview of STI

Target achievement Weighting
(0% - 200% in each
case)
ROCE X 25% Overall target

achievement

0% - 200% in each case

[s)
Revenue X 25% STl
+ x = payment amount
in cash

EBIT margin X 25% ( )

Target amount

50% of fixed salary
Personal targets X 25%

Targets and extent to which targets were achieved for the 2021 financial year

The Supervisory Board set three equally weighted corporate and personal targets for
Christian Witt and Britta Schulz for the 2021 financial year. The personal targets set for Britta
Schulz as an interim member of the Management Board are based on the provisions of her
employment contract that was temporarily suspended and therefore primarily comprise
financial targets of the DevelopmentQuipment business unit. The target amount also comes
to less than 50% of fixed remuneration.

With regard to the performance criteria that apply to the 2021 financial year, the Supervisory
Board stipulated the following target figures and thresholds:

Threshold for 25% Target for 100% target  Threshold for 200%
Performance criterion  target achievement achievement target achievement
Revenue (in EUR
thousand) 114,801 135,060 141,813
EBIT margin (in %) 10.7 15.3 16.8
ROCE (in %) 8 18 25

Personla targets for Christian Witt:

¢ Achievement of defined milestones in the market launch of LIDE technology
e Achievement of defined milestones in the ESG project
e Digitalization of the processing of incoming invoices at the German sites

Personal targets for Britta Schulz:

e Achievement of defined milestones in the ESG project
¢ EBIT of the DevelopmentQuipment business unit
¢ Capital employed of the DevelopmentQuipment business unit
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Dr. Goetz M. Bendele received short-term variable remuneration in accordance with the old
system for the financial year. Achievement of targets is measured based on the development
of the key figures of return on capital employed (ROCE) and free cash flow in relation to
average total capital. The targets and thresholds set out below apply to STl 1 and STI 2:

Threshold for 10% Target for 100% Threshold for cap

target target
Performance criterion achievement achievement
ROCE (in %) 8 18 30
Cash flow / @ Total capital (in %) 8 13 21

The amounts calculated based on the respective overall target achievement for short-term
variable remuneration will be paid to current and former members of the Management
Board in April 2022. They will therefore count towards the remuneration granted and owed
in the 2022 financial year within the meaning of Section 162 (1) sentence 2 no. 1 of the
German Stock Corporation Act.

Payments from the short-term incentive (STI) for the 2020 financial year

The remuneration granted and owed in the 2021 financial year in accordance with Section
162 (1) of the German Stock Corporation Act, on the other hand, includes the STl for the 2020
financial year, which was paid out in April 2021. The STI for the 2020 financial year is based
on the remuneration system that was in place at that time. Achievement of targets is
measured based on the development of the key figures of return on capital employed (ROCE)
and free cash flow in relation to average total capital.

The target achievement curves set out below apply to STI for the 2020 financial year:

ROCE

300% A

250% A

200% Ao

150% -

100% -

target achievement

50% A

0% ‘ T T T T T T
0% 5% 10% 15% 20% 25% 30%
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Cashflow / O Total Capital

300%
250%
200%
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100%

target achievement

50%
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LPKF’s business performance was severely impacted by the coronavirus pandemic in the
2020 financial year, meaning that only the threshold for the key figure of ROCE was achieved.
After the end of the financial year, the Supervisory Board determined that the achievement
of targets for the 2020 STl was as follows:

Threshold Target for Target Threshold Result for Target
for 10% 100% target amount for  for cap (in %) 2020 (in %) achievement
target achievement 100% target (in %)
achievement (in %) achievement

Performance (in %) (in EUR

criterion thousand)

ROCE 8 18 50 30 9 10

Cashflow /

@ Total

capital 8 13 50 21 -4.4 0

The resulting STl payment for the 2020 financial year thus comes to EUR 5 thousand for each
of the members of the Management Board who were in office at that time, Dr. Goetz M.
Bendele and Christian Witt.

Britta Schulz was not yet a member of the Management Board of LPKF Laser & Electronics
AG in the 2020 financial year and did not therefore receive any payment from the STI for the
2020 financial year.

Long-term variable remuneration (LTI)
How it works

A long-term incentive plan has been established as a second performance-based
remuneration component, which, with a total period of four years, is intended to provide
long-term motivation. The shares granted under the LTI allow Management Board members
to participate in the relative and absolute performance of the share price, bringing
management’s goals and the interests of shareholders more closely into line with each other.

10
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This gives the Management Board an incentive to increase the company’s value sustainably
and over the long term.

The LTl is issued in annual tranches and is linked to overall target achievement for the STl for
the financial year concerned and to the performance of the share price for the following
three years.

The target amount for the LTI should in principle be a fixed portion of the basic salary (50%).
The target amount for the respective year of allocation is multiplied by a performance factor
corresponding to the overall target achievement for the STl in the year of allocation
(performance amount). The LTl is then measured based on the performance of shares in LPKF
Laser & Electronics AG. To do this, the average share price of LPKF Laser & Electronics AG in
the first quarter of the year in which the targets were achieved is calculated (opening share
price). The average share price of LPKF Laser & Electronics AG in the first quarter of the year
after the year in which the targets were achieved is also calculated (closing share price). The
payment amount is calculated based on these figures in accordance with the following
formula:

Payment amount = performance amount x closing share price / opening share price

This is paid to the Management Board member immediately after achievement of targets has
been determined. However, the net amount received must be invested in shares in LPKF
Laser & Electronics AG immediately afterwards. These shares must be held for at least three
years after purchase. Only after that can the Management Board members do as they wish
with the shares. In a few exceptional cases, entitlement to remuneration that has already
been granted will be forfeited in the event of extraordinary termination. This ensures that
remuneration is appropriately aligned with long-term growth in the value of the company.
The payment amount is also subject to a share price exercise threshold. If the average share
price of LPKF Laser & Electronics AG in the fourth quarter of the year in which the targets are
achieved and the first quarter of the year after the year in which the targets are achieved
(threshold share price) drops below 90% of the opening share price, no LTI will be paid.
Consequently, the Management Board does not have to purchase any shares in LPKF Laser &
Electronics AG in such a year. The payment amount of the LTI at the end of the first year is
limited to a maximum of three times the target amount. If a member of the Management
Board leaves the company during the year, a proportionate share of their entitlement to LTI
will be deducted.

11
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Closing share

Performance price Purchase of LPKF
LTI target .
factor Qlint2 Payment amount shares
amount
. x Overall target  x / =  max.300% of -
50% of fixed . . . .
salar achievement for Opening share target amount Holding period:
y STI price 3 years
Qlintl
If
Threshold share
price
Q4intland Ql
int2
/
Opening share
price
Qlintl
>0.9

Allocations from the long-term incentive (LTI) in the 2021 financial year

The table below shows the LTI allocation to Christian Witt in the 2021 financial year in
accordance with the new remuneration system. The performance factor used to determine
the payment amount corresponds to overall target achievement for the STI for the 2021
financial year. With regard to performance criteria, targets and thresholds and the extent to
which targets have been achieved, see also the detailed description under point “Short-term
variable remuneration (STI)".

Opening share
LTI target amount  price

Christian Witt 121,666 EUR 27.35

The payment amount for long-term variable remuneration calculated from the respective
overall target achievement and the applicable share prices, which must be invested in shares
in LPKF Laser & Electronics AG, will be paid to Christian Witt in April 2022. This amount will
therefore count towards the remuneration granted and owed in the 2022 financial year
within the meaning of Section 162 (1) of the German Stock Corporation Act.

As an interim member of the Management Board, Britta Schulz received an allocation from
the LTI plan for executives at the first level below the Management Board in the 2021
financial year. This LTI plan is equivalent to the phantom performance share plan based on
the old remuneration system for Management Board members. The performance criteria are
the average value added during the three-year performance period and the performance of
the LPKF share. The term of the tranche began on 1 January 2021 and covers a total of three
financial years (2021 to 2023). With this LTI plan, the beneficiaries receive a contingent
commitment for a defined number of phantom stocks, depending on the target, at plan
inception. The number of shares evolves over the term in line with the average value added.

12
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The profit is calculated from the number of phantom stocks obtained multiplied by the share
price, and is paid out in cash at the end of the term.

The former CEO, Dr. Goetz M. Bendele, did not receive any further allocation from the LTI
plan under the old remuneration system in the financial year. All entitlements under
outstanding and current tranches of the LTI lapsed upon his departure on 30 April 2021.

Allotment value Number of Maximum
(EUR) @ Share price Q1 provisional possible number
2021 (€) shares of shares
Britta Schulz 15,000 27.35 548 1,096

Remuneration granted and owed from the long-term incentive (LTI) in the 2021 financial
year

The 2018 tranche of the LTI, which is based on the remuneration system that was in place at
that time, became due for payment in the 2021 financial year. The performance criteria here
were the average value added during the three-year performance period and the
performance of the LPKF share. The term of the tranche began on 1 January 2018 and
covered a total of three financial years (2018 to 2020). The table below shows details of how
the total payment amount is calculated:

Value added
Performance criteria Performance of the LPKF share

Performance period for value added 2018 - 2020

Relevant share price @ Share price Q1 2018 compared with @ share price Q1 2021
Possible target achievement 0% to 400%
Target amount: EUR 71,666.67
Number of phantom stocks @ Share price Q1 2018: EUR 9.01
provisionally granted - 7,955 provisional phantom stocks

The average value added actually achieved was EUR 5,004
thousand below the target value added. This corresponds to
Target achievement for value added  target achievement of 40%.

Phantom stocks ultimately granted 40% * 7,955 phantom stocks = 3,182 phantom stocks
3,182 phantom stocks
@ Share price Q1 2021: EUR 27.35

Payment - EUR 87,028

Based on the performance factor achieved and the share price performance, the following
amounts were paid to the current and former members of the Management Board listed
below in April 2021:
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Allotment @ Share Number of Target Final @ Share Payment
value price Q1 provisional achieve- number of price Q1 amount
(EUR) 2018 (EUR) shares ment shares 2021 (EUR (EUR)
Christian Witt  21,666.67 9.01 2,405 40% 962 27.35 26,311
Gotz
M.Bendele 50,000.00 9.01 5,550 40% 2,220 27.35 60,717

Britta Schulz received a payment from the 2017 tranche of the LTI plan for executives at the
first level below the Management Board in the 2021 financial year. This is also a phantom
performance share plan with the performance criteria of average EBIT margin during the
four-year performance period and performance of the LPKF share. The term of the tranche
began on 21 July 2017 and covered a total of four financial years (2017 to 2020). The table
below shows details of how the payment amount is calculated:

EBIT margin
Performance criteria Performance of the LPKF share

Performance period for EBIT margin 2017 - 2020

@ Share price for the 30 trading days prior to 21 July 2017
compared with @ share price for the 30 trading days prior to
Relevant share price 21 July 2021

Possible target achievement 0% to 300%

Target amount: EUR 5,000

@ Share price for the 30 trading days prior to 21 July 2017:
Number of phantom stocks EUR 9.58
provisionally granted —-> 522 provisional phantom stocks

The average EBIT margin actually achieved was 7.8%,
compared with a target EBIT margin of 11%. This
Target achievement for EBIT margin corresponds to target achievement of 60%.

Phantom stocks ultimately granted 60% * 522 phantom stocks = 313.2 phantom stocks

313.2 phantom stocks
@ Share price for the 30 trading days prior to 21 July 2021:
EUR 23.77

Payment - 7.445 €

Based on the performance factor achieved and the share price performance, the following
amount was paid to Britta Schulz in December 2021:

Allotment @ Share Number of Target Final @ Share Payment
value price 2017 provisional achieve- number of price 2021 amount
(EUR) (EUR) shares ment shares (EUR (EUR)

Britta Schulz 5,000 9.58 522 60% 313.2 23.77 7,445

14
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Upper limits on remuneration (“cap”) and maximum remuneration
Remuneration for members of the Management Board is limited in two respects. Firstly,

upper limits are specified for each of the performance-based components, which, in the
current remuneration system, are 200% of the target amount for the STl and 300% of the
target amount for the LTI. For the performance-based remuneration promised on the basis
of the old remuneration system, the maximum payment is 300% of the target amount for the
STI ROCE, 260% of the target amount for the STI cash flow and 400% of the target amount
for the LTI. The table on target remuneration under point “Individual Remuneration for the
Management Board” shows the maximum remuneration that can be achieved by individuals.
The upper limits for remuneration granted and owed in the 2021 financial year were
complied with in all cases, as shown above.

At the same time, the Supervisory Board has stipulated an absolute maximum limit on total
annual remuneration in the current remuneration system in accordance with Section 87a (1)
sentence 2 no. 1 of the German Stock Corporation Act. This is EUR 1,100,000 gross for the
individual Management Board member. Based on the remuneration system, the level of
remuneration for Management Board members may also vary in future, bearing in mind the
absolute maximum limit. The specific maximum remuneration depends in particular on the
basic monthly salary negotiated with the Management Board member.

In derogation from the provisions outlined above, the Management Board contract of
Christian Witt, which comes under the new remuneration system, does not specify an
absolute maximum limit on total annual remuneration. As can be seen from the table for the
compensation granted and owed, the maximum compensation of EUR 1,100,000 provided
for in the new compensation system was nevertheless complied with for all members of the
Management Board for the financial year 2021. Furthermore, a comparison with the table
for target compensation for 2021 also shows that the maximum compensation will not be
exceeded if the maximum values are reached.

Benefits upon departure
When appointing Management Board members and with regard to the duration of

Management Board employment contracts, the Supervisory Board complies with the
provisions of Section 84 of the German Stock Corporation Act and with the recommendations
of the German Corporate Governance Code. Management Board employment contracts are
concluded for the period of the respective appointment. Initial appointments are generally
for three years, while the maximum period for a reappointment is five years. Management
Board employment contracts can include an ordinary option of termination on both sides.
The mutual right to terminate Management Board employment contracts without notice for
cause always remains unaffected.

In detail, the following benefits apply in the event of departure for Management Board
members who come under the remuneration system agreed in the 2021 financial year. The
Management Board contracts of Dr. Goetz M. Bendele and Britta Schulz, which do not fall
within the scope of the new remuneration system, do not contain any provisions on
severance payment or a change of control in particular.

15
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a) Severance payment

In the event that the company gives ordinary notice of termination of the employment
contract and the Management Board member is not responsible for the reason for
termination, the Management Board member shall receive compensation of one year's fixed
compensation plus an STI bonus based on target achievement of 100% (in total two years'
fixed compensation gross), but no more than the remuneration due for the remaining term
of the contract after the end of the notice period.

This severance payment will count towards compensation provided in connection with the
post-contractual non-competition clause.

The components of the STl and LTI that relate to the period until the contract actually ends
will be paid in accordance with the due dates or holding periods stipulated in the STl and LTI
plan.

b) Change of control

In the event of a change of control, Management Board members have a one-time special
right to terminate their employment contract with a notice period of 6 months, to end at the
end of a month, and to step down from their post on the termination date. If the contract is
terminated in this way, the Management Board member is entitled to the severance payment
described under a).

c) Release from duties

In the event of termination of an appointment as a member of the Management Board or as
CEO for cause in accordance with Section 84 (3) of the German Stock Corporation Act or in
the event of resignation, the company may immediately release the Management Board
member from the obligation to perform their duties while continuing to pay their salary.

d) Post-contractual non-competition clause — compensation

All members of the Management Board must observe a post-contractual non-competition
clause lasting for a minimum of six months (Christian Witt) and a maximum of 12 months
(Goetz M. Bendele) after the end of their employment contract. LPKF Laser & Electronics AG
has an obligation to pay Management Board members monthly compensation of 50% (gross)
of the average fixed monthly remuneration they received in the last 12 months prior to their
departure for the duration of the post-contractual non-competition clause. Other payments
made by LPKF Laser & Electronics AG to Management Board members, such as temporary
allowances and severance payments, shall count towards this compensation.

The compensation system provides that the income that Management Board members earn
or refrain from earning during the period of the post-contractual non-competition clause
from self-employed, employed or other work shall count towards this compensation insofar
as the compensation, taking into account this income, exceeds the amount of the contractual
payments most recently received. Income shall also include any unemployment benefit
received by Management Board members. Members of the Management Board have a duty
to provide the company with information about the level of their income and to furnish proof
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of this on request. No corresponding contractual provision was made in the Management
Board contracts of Christian Witt and Goetz M. Bendele.

LPKF Laser & Electronics AG can waive compliance with the non-competition clause,
observing a time limit of one year.

A post-contractual non-competition clause was waived in Britta Schulz's interim employment
contract. However, she is also subject to a post-contractual non-competition clause in her
function as an employee of LPKF Laser & Electronics AG.

e) Provisions on pensions and early retirement

The company does not offer any pension or early retirement schemes for members of the
Management Board.

There were no pension commitments for members of the Management Board who were in
office in the 2021 financial year.

f) Continued payment of remuneration in the event of death

If the appointment of a member of the Management Board ends early on account of his
death while in office, the fixed monthly remuneration shall still be paid to his heirs for a
period of three months.

Penalty/clawback

The old remuneration system includes an option to reclaim variable remuneration under the
STl if the underlying performance criteria are negative in the following year. In accordance
with this option, variable remuneration under the STI for the financial year concerned is
recalculated, taking into account any negative ROCE or cash flow in the following year. If too
much variable remuneration has been paid, this must be refunded.

Even taking into account the negative cash flow for the 2021 financial year, however, there
was no reason to reduce or reclaim variable remuneration components in the 2021 financial
year.

Payments from third parties
No members of the Management Board were promised or granted payments from a third

party in respect of their work as a member of the Management Board in the past financial
year.

Remuneration for work on supervisory boards or similar bodies
The tasks of Management Board members also include the fulfillment of executive duties at

affiliated companies within the meaning of Section 15 et seq. of the German Stock
Corporation Act. The performance of such activities is fully covered by the remuneration
provided.

INDIVIDUAL REMUNERATION FOR THE MANAGEMENT BOARD
Target remuneration for members of the Management Board in office in the 2021 financial
year

The respective target remuneration for members of the Management Board in office in the
2021 financial year is shown below. This comprises the target remuneration promised for the
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financial year, which will be granted in the event of 100% target achievement, along with
information about the minimum and maximum remuneration that can be achieved by

individuals.
Dr. Gotz M. Bendele Christian Witt Britta Schulz
CEO Regular member of the  Interim member of the
1 May 2018 to 30 April  Management Board Management Board
2021 1 September 2018 -30 1 May 2021 to 31
April 2021 December 2021
CEO
1 May 2021 to 31
December 2021 Total
in EUR
thousand 20202021 in % Min Max20202021 in % Min Max20202021 in % Min Max 2021
Fixed
remuneration
v 240 80 57 80 80 200 331 55 331 331 - 188 77 188 188 599
Incidental
benefits? 8 3 2 3 3 15 25 4 25 25 -7 3 7 7 35
Total 248 83 59 83 83 215 356 59 356 356 - 195 80 195 195 634
One-year
variable
remuneration
STI 100 33 23 0 93 100 122 20 O 243 - 40 16 0 80 195
Multi-year
variable
remuneration
LTI 2021 - 25 18 0100 -122 20 0365 - 10 4 0 40 157
LTI 2020 75 - - - - 65 - - - - - - - - - -
Total 175 58 41 0 193 165 244 41* 0 608 - 50 20 0 120 352
Total
remuneration 423 141 100 83 276 380 600 100 356 964 - 245 100 195 315 986

Y Christian Witt was granted additional fixed remuneration for acting as interim CEO.

2 Compensation pursuant to Section 162 (1) AktG does not include employer contributions to social
security. In this respect, the figures for fringe benefits differ from the figures in the GCGC inflow
table from the previous year.

*Rounding difference

The individual target remuneration corresponds to the relevant remuneration system
presented.

Remuneration granted and owed to current and former members of the Management
Board in accordance with Section 162 of the German Stock Corporation Act

The table below shows the fixed and variable remuneration components granted and owed
to current and former Management Board members in the 2021 financial year, including the
respective relative share in accordance with Section 162 of the German Stock Corporation
Act. Remuneration “granted” and “owed” in accordance with Section 162 (1) sentence 1 of
the German Stock Corporation Act is stated in the tables below in the financial year in which
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it accrued (“granted”) or became due but has not yet been fulfilled (“owed”). This includes
the fixed remuneration paid in the financial year, incidental benefits accrued in the financial
year, the STl for 2020 paid in the financial year and the tranches of the LTI paid in the financial
year. This information essentially corresponds to the information that was previously to be
reported as benefits received within the meaning of the definition provided in the German
Corporate Governance Code in the version dated 7 February 2017.

The relative shares stated here relate to the remuneration components granted and owed in
the respective financial year in accordance with Section 162 (1) sentence 1 of the German
Stock Corporation Act. That means that they include all benefits actually received in the
financial year concerned, irrespective of which financial year the members of the
Management Board received them for. The relative shares stated here are therefore not
comparable to the relative shares in the description of the remuneration system in
accordance with Section 87a (1) no. 3 of the German Stock Corporation Act. The shares stated
in the remuneration system relate to the respective targets.
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Dr. Gotz M. Bendele
CEO

1 May 2018 to 30 April
2021

Remuneration Report

Christian Witt

Regular member of the
Management Board

1 September 2018 - 30

Britta Schulz

Interim member of the
Management Board

1 May 2021 to 31

April 2021 December 2021
CEO
1 May 2021 to 31
December 2021
2020 2021 2020 2021 2020 2021
in EUR in EUR in EUR in EUR in EUR in EUR
thousa thousa thousa thousa thousa thousa
nd in% nd in% nd in% nd in% nd in% nd in%
Fixed
remuneration 240 49 80 54 200 44 331 86 - - 188 91
Incidental
benefits? 8 2 3 2 15 3 25 6 - - 7 3
Other? 0 0 0 0 0 0 0 0 - - 5 2
Total 248 51 83 56 215 47 356 92 - - 200 96
One-year
variable
remuneration
STI 2019 240 49 - - 240 53 - - - - - -
STI 2020 - - 5 3 - - 5 1 - - - -
Multi-year
variable
remuneration
LTI 2018-2020 - - 61 41 - - 26 7 - - - -
LTI 2017-2020 - - - - - - - - - - 4
Total 240 49 66 44 240 53 31 8 - - 7
Total
remuneration 488 100 149 100 455 100 387 100 - - 207 100

Y Compensation pursuant to Section 162 (1) AktG does not include employer contributions to social
security. In this respect, the figures for fringe benefits differ from the figures in the GCGC inflow
table from the previous year.
2 Britta Schulz received a bonus payment for her work anniversary, based on her employment
contract as an employee.
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Bernd Hildebrandt
Former members of the Management  CEO until 17 May 2001

Board Chairman of the Supervisory Board until 31 May 2012
2020 2021
in EUR in EUR
thousand in % thousand in %

Fixed remuneration - - - -

Incidental benefits - - - -
Total - - - -

One-year variable remuneration - - - -

Multi-year variable remuneration - - - -

Total - - - -
Receipt of pensions 17 100 17 100
Total remuneration 17 100 17 100

REMUNERATION REPORT FOR THE SUPERVISORY BOARD

The remuneration system for the Supervisory Board takes account of the responsibilities and
the scope of activities of the members of the Supervisory Board. By monitoring the
Management Board’s management of the company as incumbent upon it, the Supervisory
Board helps to promote the business strategy and the company’s long-term development.

The remuneration system for the Supervisory Board is regulated in Article 20 of the Articles
of Incorporation. This states that, as well as having all expenses and any VAT payable on
remuneration and expenses reimbursed, members of the Supervisory Board shall each
receive fixed annual remuneration. There is no provision for variable remuneration or
financial or non-financial performance criteria. This takes account of the Supervisory Board'’s
independent control and advisory function, which is geared not towards short-term business
success but towards the long-term development of the company. The respective level of
fixed remuneration takes into account the specific role and responsibility of members of the
Supervisory Board. The greater amount of time required by the Chairman of the Supervisory
Board, the Deputy Chairman of the Supervisory Board and the chairs of committees is
adequately reflected in higher remuneration. A distinction is made here between the Audit
Committee and other committees.

Remuneration and the remuneration system for the Supervisory Board are reviewed
regularly by management. In particular, the demands on the time of Supervisory Board
members and Supervisory Board remuneration granted by other similar companies are
decisive here. Owing to the specific nature of Supervisory Board remuneration and the fact
that it is granted for Supervisory Board work, which is fundamentally different from the
activities of employees of the company and the Group, a vertical comparison with employee
remuneration is not possible.
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Design and application of the remuneration system in the 2021 financial year

Each member of the Supervisory Board continues to receive fixed basic remuneration of EUR
32,000 for each full financial year of membership of the Supervisory Board. The Chairman of
the Supervisory Board continues to receive double (EUR 64,000) and the Deputy Chairman
continues to receive one-and-a-half times the amount (EUR 48,000) of the fixed basic
remuneration. The chair of the Audit Committee receives additional remuneration of EUR
5,000, while the chair of the Nomination Committee and the chair of the Remuneration and
ESG Committee each receive additional remuneration of EUR 3,500.

Members of the Supervisory Board who do not belong to the board for a full financial year
or who have been Chair or Deputy Chair of the Supervisory Board or the chair of a committee
receive remuneration on a pro rata basis.

In addition, members of the Supervisory Board shall have all expenses and any VAT payable
on their remuneration and expenses reimbursed.

Liability insurance can be taken out to protect Supervisory Board members from risks arising
in connection with the performance of their duties as members of the Supervisory Board
(directors’ and officers’ liability insurance - D&O insurance) with a total premium of up to
EUR 30,000.

The remuneration system for the Supervisory Board was applied in full as regulated in Article
20 of the Articles of Incorporation in the 2021 financial year.

Individual remuneration for the Supervisory Board

The fixed and variable remuneration components granted and owed to current and former
Supervisory Board members in the 2021 financial year, including the respective relative share
in accordance with Section 162 of the German Stock Corporation Act, are shown below. The
introduction of the revised remuneration system was accompanied by a change in the
deadlines for payment. While Supervisory Board remuneration for the 2020 financial year
was paid as a total amount after the end of the financial year in spring 2021, remuneration
will in future be paid in accordance with Article 20 (3) of the Articles of Incorporation in two
equal installments, one six months after the start of the financial year and one after the end
of the financial year. The remuneration paid in spring 2021 for the full 2020 financial year
and the remuneration paid in fall 2021 for the first half of 2021 is therefore reported as
remuneration granted and owed for the 2021 financial year. To provide a better overview,
the table shows the period for which the remuneration components have been granted.
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Remuneration for

work on
Fixed remuneration® committees? Total remuneration
for 1st
for 2020 half of total
2021
. . in EUR
in EUR in EUR . . .
thousand thousandthousa in EUR in EUR in %
nd in% thousand in % thousand

Current members of
the Supervisory Board
Jean-Michel Richard
(since 24 November
2020) 6.0 32.0 38.0 100 0 0 38.0 100
Dr. Dirk Michael
Rothweiler 48.0 240 72.0 100 0 0 72.0 100
Prof. Ludger Overmeyer 32.0 16.0 48.0 100 0 0 48.0 100
Julia Kranenberg (since
14 June 2021) 0.0 2.7 2.7 100 0 0 2.7 100
Former members of the
Supervisory Board
Dr. Markus Peters (until
14 November 2020) 55.8 0.0 55.8 100 0 0 55.8 100
Total 141.8 74.7 216.5 0 216.5

D The change in payment deadlines means that fixed remuneration includes remuneration received
in the 2021 financial year for 2020 and for the first half of 2021.

2 Committees were established for the first time in October 2021. Pro rata remuneration for work on
committees will be paid with remuneration for the second half of 2021 after the end of the financial
year. This amount will therefore count towards the remuneration granted and owed in the 2022
financial year within the meaning of Section 162 (1) of the German Stock Corporation Act.

COMPARATIVE PRESENTATION OF THE DEVELOPMENT OF
REMUNERATION AND INCOME

The table below shows a comparison of the percentage changes in remuneration for the
Management Board and Supervisory Board with development of the income of LPKF Laser &
Electronics AG and with average remuneration for employees on a full-time equivalents
basis, compared with the previous year. The percentage changes shown in the table for the
Management Board and Supervisory Board are based on the remuneration granted and
owed within the meaning of Section 162 (1) sentence 1 of the German Stock Corporation Act
(see “Individual remuneration of the Management Board”).

The comparison with the development of average remuneration for employees is based on
average remuneration for staff of the LPKF Group in Germany. To ensure comparability, only
employees and executives within the meaning of Section 5 (3) of the German Works
Constitution Act (Betriebsverfassungsgesetz) who are employed in Germany were taken into
account. In addition, remuneration for part-time staff has been extrapolated into full-time
equivalents.
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On the basis of Section 26j (2) sentence 2 of the Introductory Act to the German Stock

Corporation Act (EGAktG) and the interpretation variants of the Institute of Public Auditors

in Germany (IDW), a vertical comparison will gradually be established for all three

benchmarks in the first few years.

Annual change

2021 ggii. 2020

Management Board remuneration
Management Board members in
office as of 31 December 2021

Christian Witt

14.8%

Britta Schulz

Management Board members who
left in the 2021 financial year

Dr. Goetz M. Bendele

-69.6%

Supervisory Board remuneration
Supervisory Board members in office
as of 31 December 2021

Jean-Michel Richard

Dr. Dirk Michael Rothweiler

75.6%

Prof. Ludger Overmeyer

166.7%

Julia Kranenberg

Former members of the Supervisory
Board

Dr. Markus Peters

-12.9%

Development of income

LPKF Laser & Electronics AGY

-63.5%

Average remuneration for employees
on a full-time equivalents basis

Employees in Germany

-2.1%

1 Result for the year within the meaning of Section 275 (2) no

17 of the German Commercial Code
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INDEPENDENT AUDITOR'S REPORT

TO LPKF LASER & ELECTRONICS AKTIENGESELLSCHAFT, GARBSEN

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS AND OF THE GROUP
MANAGEMENT REPORT

OPINIONS

We have audited the consolidated financial statements of LPKF Laser & Electronics Aktiengesellschaft, Garbsen and its
subsidiaries (the Group), which comprise the consolidated statement of financial position as at 31 December 2021, and
the consolidated statement of comprehensive income , consolidated statement of changes in equity and consolidated
statement of cash flows for the financial year from 1 January 2021 to 31 December, and notes to the consolidated
financial statements, including a summary of significant accounting policies. In addition, we have audited the group
management report (hereinafter referred to as the “combined management report”) of LPKF Laser & Electronics
Aktiengesellschaft including the remuneration report for the financial year from 1 January 2021 to 31 December 2021.

In accordance with German legal requirements we have not audited the content of those components of the group
management report specified in the “Other Information” section of our auditor’s report.

In our opinion, on the basis of the knowledge obtained in the audit,

+ the accompanying consolidated financial statements comply, in all material respects, with the IFRSs as adopted by
the EU, and the additional requirements of German commercial law pursuant to Section 315e (1) HGB
[Handelsgesetzbuch: German Commercial Code] and, in compliance with these requirements, give a true and fair
view of the assets, liabilities, and financial position of the Group as at 31 December 2021 and of its financial
performance for the financial year from 1 January 2021 to 31 December 2021, and

+ the accompanying group management report as a whole provides an appropriate view of the Group’s position. In all
material respects, this group management report is consistent with the consolidated financial statements, complies
with German legal requirements and appropriately presents the opportunities and risks of future development. Our
opinion on the group management report does not cover the content of those components of the group
management report specified in the “Other Information” section of the auditor’s report.

Pursuant to Section 322 (3) sentence 1 HGB, we declare that our audit has not led to any reservations relating to the legal
compliance of the consolidated financial statements and of the group management report.

BASIS FOR THE OPINIONS

We conducted our audit of the consolidated financial statements and of the group management report in accordance with
Section 317 HGB and the EU Audit Regulation No. 537/2014 (referred to subsequently as “EU Audit Regulation”) and in
compliance with German Generally Accepted Standards for Financial Statement Audits promulgated by the Institut der
Wirtschaftsprifer [Institute of Public Auditors in Germany] (IDW). We performed the audit of the consolidated financial
statements in supplementary compliance with the International Standards on Auditing (ISAs). Our responsibilities under
those requirements, principles and standards are further described in the “Auditor's Responsibilities for the Audit of the
Consolidated Financial Statements and of the Group Management Report” section of our auditor's report. We are
independent of the group entities in accordance with the requirements of European law and German commercial and
professional law, and we have fulfiled our other German professional responsibilities in accordance with these
requirements. In addition, in accordance with Article 10 (2) point (f) of the EU Audit Regulation, we declare that we have
not provided non-audit services prohibited under Article 5 (1) of the EU Audit Regulation. We believe that the evidence
we have obtained is sufficient and appropriate to provide a basis for our opinions on the consolidated financial statements
and on the group management report.

KEY AUDIT MATTERS IN THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements for the financial year from 1 January 2021 to 31 December 2021. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, we do not provide a separate opinion on these matters.

Capitalization of development costs

Please refer to section G.2 and H.11 in the notes to the consolidated financial statements for information on capitalized
development costs.

The risk for the financial statements
Capitalized development costs amounted to EUR 18.3 million as of 31 December 2021, representing 13.9% of total assets.

The development costs relate to development projects for equipment and related software. Development costs are
capitalized if the requirements of IAS 38 are met. Research costs are recognized as expenses.



The examination of the capitalization requirements under IAS 38 for projects under development is complex and based
on a number of discretionary assumptions. These include, in particular, the forecast cash flows and technical feasibility.
Against this background, there is a risk for the financial statements that an intangible asset has been recognized although
the requirements have not been met.

Our audit approach

We have gained an understanding of the company’s process of capitalizing development costs through explanations
provided by accounting staff and an appreciation of the Group’s accounting guidelines. We have examined the control
implemented in this process with regard to the fulfillment of the capitalization requirements for design, application and
effectiveness.

As part of our audit, on a spot check basis we evaluated the documentation on which the capitalized development costs.
For the projects in the sample, we examined the recognition criteria in accordance with IAS 38 and, in particular, discussed
the expected cash flows with those responsible for planning and traced the steps taken to determine technical feasibility.

Our conclusions
The capitalization of development costs is in accordance with the provisions of IAS 38 and the assumptions and
parameters used by the company are appropriate

Accrual of sales

For information on sales, please refer to section G.1 of the Notes.

The risk for the financial statements
The Group's revenues in the 2021 financial year amount to EUR 93.6 million. Revenues are mainly generated from the
sale of machines.

LPKF AG recognizes revenue when it fulfills a performance obligation by transferring a promised asset to a customer. An
asset is deemed to have been transferred when the customer obtains control over the asset. In accordance with the
transfer of control, revenue is recognized either on a time proportion basis or on a time proportion basis at the amount to
which LPKF AG expects to be entitled.

The Group's main markets are in Europe, the USA and Asia. For the global delivery of products, the Group enters into
various agreements with customers that include not only the sale of equipment but also service components such as
maintenance and warranty extensions.

Due to the use of different contractual arrangements in the various markets and the discretionary nature of the indicators
used to determine and assess the timing of the transfer of control, there is a risk to the financial statements that revenue
will be recognized prematurely as of the reporting date.

Our audit approach

To audit the accrual basis of revenue recognition, we assessed the design and establishment of internal control related
to the proper accrual basis. We also assessed the presentation of revenue recognition in the Group-wide accounting
policy for compliance with IFRS 15.

For the new contracts concluded in the fiscal year, we assessed the interpretation and weighting of the indicators used
by the legal representatives to assess the timing of the transfer of control. For this purpose, we assessed the appropriate
implementation of the accounting guideline on the basis of representatively selected samples of contracts from a
population defined according to risk-oriented criteria from December 2021.

In addition, for trade receivables not yet settled at the balance sheet date, balance confirmations were obtained, selected
on the basis of a mathematical-statistical procedure. For missed balance confirmation responses, alternative audit
procedures were performed by reconciling revenue to underlying purchase orders, contracts, invoices, proof of delivery,
and acceptance records, among others.

Our conclusions
LPKF AG's approach to the accrual of revenue is appropriate.

OTHER INFORMATION
Management respectively Supervisory Board are responsible for the other information. The other information comprises
the following components of the combined management report, whose content was not audited:

+ the separate combined non-financial report of the Company and the Group expected to be made available to us
after the date of this auditor's report and referred to in the combined management report; and

» the group corporate governance statement, where reference is made in the group management report,

The other Information includes also the remaining parts of the annual report. The other Information does not include the
consolidated financial statements, the group management report information audited for content and our auditor’s report
thereon.

Our opinions on the consolidated financial statements and on the combined management report do not cover the other
information, and consequently we do not express an opinion or any other form of assurance conclusion thereon.



In connection with our audit, our responsibility is to read the above-mentioned other information and, in so doing, to
consider whether the other information

+ is materially inconsistent with the consolidated financial statements, with the combined management report
information audited for content or our knowledge obtained in the audit, or

+ otherwise appears to be materially misstated.

RESPONSIBILITIES OF MANAGEMENT AND THE SUPERVISORY BOARD FOR THE CONSOLIDATED
FINANCIAL STATEMENTS AND THE COMBINED MANAGEMENT REPORT

The Board of Management is responsible for the preparation of the consolidated financial statements that comply, in all
material respects, with IFRSs as adopted by the EU and the additional requirements of German commercial law pursuant
to Section 315e (1) HGB and that the consolidated financial statements, in compliance with these requirements, give a
true and fair view of the assets, liabilities, financial position, and financial performance of the Group. In addition,
management is responsible for such internal control as they have determined necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Management is responsible for assessing the Group’s
ability to continue as a going concern. They also have the responsibility for disclosing, as applicable, matters related to
going concern. In addition, they are responsible for financial reporting based on the going concern basis of accounting
unless there is an intention to liquidate the Group or to cease operations, or there is no realistic alternative but to do so.

Furthermore, the Board of Management is responsible for the preparation of the combined management report that, as a
whole, provides an appropriate view of the Group’s position and is, in all material respects, consistent with the consolidated
financial statements, complies with German legal requirements, and appropriately presents the opportunities and risks of
future development. In addition, the Board of Management is responsible for such arrangements and measures (systems)
as they have considered necessary to enable the preparation of the combined management report that is in accordance
with the applicable German legal requirements, and to be able to provide sufficient appropriate evidence for the assertions
in the combined management report.

The Supervisory Board is responsible for overseeing the Group’s financial reporting process for the preparation of the
consolidated financial statements and of the combined management report.

The Board of Management and the Supervisory Board of LPKF Laser & Electronics Aktiengeselleschaft are responsible
for the preparation of the remuneration report, including the related disclosures, in accordance with the requirements of
Section 162 AktG. The Board of Management and the Supervisory Board are also responsible for such internal control as
they have determined necessary to enable the preparation of the remuneration report that is free from material
misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
AND OF THE GROUP MANAGEMENT REPORT

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and whether the combined management report as a whole
provides an appropriate view of the Group’s position and, in all material respects, is consistent with the consolidated
financial statements and the knowledge obtained in the audit, complies with the German legal requirements and
appropriately presents the opportunities and risks of future development, as well as to issue an auditor’s report that
includes our opinions on the consolidated financial statements and on the combined management report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
Section 317 HGB and the EU Audit Regulation and in compliance with German Generally Accepted Standards for
Financial Statement Audits promulgated by the Institut der Wirtschaftsprufer (IDW) and supplementary compliance with
the ISAs will always detect a material misstatement. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements and this group management report.

We exercise professional judgment and maintain professional skepticism throughout the audit. We also:

+ ldentify and assess the risks of material misstatement of the consolidated financial statements and of the combined
management report, whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinions. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

+ Obtain an understanding of internal control relevant to the audit of the consolidated financial statements and of
arrangements and measures (systems) relevant to the audit of the combined management report in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of these systems.

« Evaluate the appropriateness of accounting policies used by management and the reasonableness of estimates
made by management and related disclosures.



+ Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in the auditor’s report to the related disclosures in the consolidated financial
statements and in the combined management report or, if such disclosures are inadequate, to modify our respective
opinions. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Group to cease to be able to continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements present the underlying transactions and events in a
manner that the consolidated financial statements give a true and fair view of the assets, liabilities, financial position
and financial performance of the Group in compliance with IFRSs as adopted by the EU and the additional
requirements of German commercial law pursuant to Section 315e (1) HGB.

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express opinions on the consolidated financial statements and on the combined management
report. We are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our opinions.

+ Evaluate the consistency of the combined management report with the consolidated financial statements, its
conformity with [German] law, and the view of the Group’s position it provides.

+ Perform audit procedures on the prospective information presented by management in the combined management
report. On the basis of sufficient appropriate audit evidence we evaluate, in particular, the significant assumptions
used by management as a basis for the prospective information, and evaluate the proper derivation of the
prospective information from these assumptions. We do not express a separate opinion on the prospective
information and on the assumptions used as a basis. There is a substantial unavoidable risk that future events will
differ materially from the prospective information.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have complied with the relevant independence
requirements, and communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, the related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the
matter.

OTHER LEGAL AND REGULATORY REQUIREMENTS

REPORT ON THE ASSURANCE ON THE ELECTRONIC RENDERING OF THE CONSOLIDATED
FINANCIAL STATEMENTS AND THE GROUP MANAGEMENT REPORT PREPARED FOR PUBLICATION
PURPOSES IN ACCORDANCE WITH SECTION 317 (3A) HGB

We have performed assurance work in accordance with Section 317 (3a) HGB to obtain reasonable assurance about
whether the rendering of the consolidated financial statements and the combined management report (hereinafter the
“ESEF  documents”) contained in the electronic file ,lpkf-2021-12-31-de.zip* (SHA256-Hashwert:
7b9036746043aee299a74351a 00e24756407651494ce66b8daf7fcd1734e5d9e) made available and prepared for
publication purposes complies in all material respects with the requirements of Section 328 (1) HGB for the electronic
reporting format (“ESEF format”). In accordance with German legal requirements, this assurance work extends only to
the conversion of the information contained in the consolidated financial statements and the combined management report
into the ESEF format and therefore relates neither to the information contained in these renderings nor to any other
information contained in the file identified above.

In our opinion, the rendering of the consolidated financial statements and the combined management report contained in
the electronic file made available, identified above and prepared for publication purposes complies in all material respects
with the requirements of Section 328 (1) HGB for the electronic reporting format. Beyond this assurance opinion and our
audit opinion on the accompanying consolidated financial statements and the accompanying combined management
report for the financial year from 1 January 2021 to 31 December 2021 contained in the “Report on the Audit of the
Consolidated Financial Statements and the Group Management Report” above, we do not express any assurance opinion
on the information contained within these renderings or on the other information contained in the file identified above.

We conducted our assurance work on the rendering of the consolidated financial statements and the combined
management report contained in the file made available and identified above in accordance with Section 317 (3a) HGB
and the IDW Assurance Standard: Assurance Work on the Electronic Rendering of Financial Statements and Management
Reports Prepared for Publication Purposes in Accordance with Section 317 (3a) HGB (IDW AsS 410 (10.2021)) and the
International Standard on Assurance Engagements 3000 (Revised). Our responsibility in accordance therewith further



described below. Our audit firm applies the IDW Standard on Quality Management 1: Requirements for Quality
Management in Audit Firms (IDW QS 1).

The Company’s management is responsible for the preparation of the ESEF documents including the electronic rendering
of the consolidated financial statements and the group management report in accordance with Section 328 (1) sentence
4 item 1 HGB and for the tagging of the consolidated financial statements in accordance with Section 328 (1) sentence 4
item 2 HGB.

In addition, the company’s management is responsible for such internal control that they have considered necessary to
enable the preparation of ESEF documents that are free from material intentional or unintentional non-compliance with
the requirements of Section 328 (1) HGB for the electronic reporting format.

The Supervisory Board is responsible for overseeing the the process of preparing the ESEF documents as part of the
financial reporting process.

Our objective is to obtain reasonable assurance about whether the ESEF documents are free from material intentional or
unintentional non-compliance with the requirements of Section 328 (1) HGB. We exercise professional judgement and
maintain professional scepticism throughout the assurance work. We also:

+ Identify and assess the risks of material intentional or unintentional non-compliance with the requirements of Section
328 (1) HGB, design and perform assurance procedures responsive to those risks, and obtain assurance evidence
that is sufficient and appropriate to provide a basis for our assurance opinion.

+ Obtain an understanding of internal control relevant to the assurance on the ESEF documents in order to design
assurance procedures that are appropriate in the circumstances, but not for the purpose of expressing an
assurance opinion on the effectiveness of these controls.

» Evaluate the technical validity of the ESEF documents, i.e. whether the file made available containing the ESEF
documents meets the requirements of the Delegated Regulation (EU) 2019/815, as amended as at the reporting
date, on the technical specification for this electronic file.

+ Evaluate whether the ESEF documents provide an XHTML rendering with content equivalent to the audited
consolidated financial statements and the audited combined management report.

+ Evaluate whether the tagging of the ESEF documents with Inline XBRL technology (iXBRL) in accordance with the
requirements of Articles 4 and 6 of the Delegated Regulation (EU) 2019/815, as amended as at the reporting date,
enables an appropriate and complete machine-readable XBRL copy of the XHTML rendering.

FURTHER INFORMATION PURSUANT TO ARTICLE 10 OF THE EU AUDIT REGULATION

We were elected as group auditor by the Annual General Meeting on 20 May 2021. We were engaged by the Supervisory
Board on 16 December 2021. We have been the group auditor of the LPKF Laser & Electronics Aktiengesellschaft without
interruption since the financial year 2019.

We declare that the opinions expressed in this auditor’s report are consistent with the additional report to the audit

committee pursuant to Article 11 of the EU Audit Regulation (long-form audit report).

OTHER MATTER - USE OF THE AUDITOR’S REPORT

Our auditor’s report must always be read together with the audited consolidated financial statements and the audited
combined management report as well as the examined ESEF documents. The consolidated financial statements and
group management report converted to the ESEF format — including the versions to be published in the German Federal
Gazette [Bundesanzeiger] — are merely electronic renderings of the audited consolidated financial statements and the
audited group management report and do not take their place. In particular, the ESEF report and our assurance opinion
contained therein are to be used solely together with the examined ESEF documents made available in electronic form.

GERMAN PUBLIC AUDITOR RESPONSIBLE FOR THE ENGAGEMENT

The German Public Auditor responsible for the engagement is Bjorn Kniese.

Hanover, 18 March 2022

KPMG AG

Wirtschaftsprifungsgesellschaft

gez. Kniese gez. Meyer
Wirtschaftsprifer Wirtschaftsprufer

(German Public Auditor) (German Public Auditor)



