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GESCO Group: An association of industrial SMEs.
Concentrating on tool manufacturing/mechanical
engineering and plastics technology, i.e. core
segments of Germany's industrial sector. A group
of “hidden champions”, market and technology
leaders.
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GESCO GROUP KEY FIGURES (IFRS)

Financial year 01.04.-31.03. 2004/2005 2005/2006 2006/2007 2007/2008

Sales 192,264 234,327 268,146 333,155
of which domestic 140,768 172,464 199,470 248,534
foreign 51,496 61,863 68,676 84,621

EBITDA 20,114 26,792 31,800 44,281
EBIT 12,512 18,792 23,728 34,158
Earnings before tax 11,850 16,562 23,570 30,783
Taxes on income and earnings -4,868 -7,100 -9,311 -11,227
Taxation rate 41.1 42.9 39.5 36.5
Group net income after minority interest 6,228 9,325 13,313 17,883
Earnings per share pursuant to IFRS 2.50 3.54 4.83 5.92

Investment in Property, Plant and Equipment V) 6,404 9,014 8,332 12,030
Depreciation on Property, Plant and Equipment 6,318 6,718 6,745 8,252
Equity 41,878 54,379 74,948 89,845
Total assets 145,070 174,430 211,762 236,511
Equity ratio 28.9 31.2 35.4 38.0

Employees (as at 31.12.) . 1,215 1,329 1,543 1,713

of which trainees . (6]0] 75 81 105
Year-end share prices as at 31.03. 23.61 38.90 38.20 48.00
Dividend per share 0.90 1.25 1.50 2,422

D Without additions from changes to the scope of consolidation.
2 Including dividend bonus of € 0.22 due to 10-year anniversary of IPO.
3 Dividend proposal to the AGM on 28.08.2014.
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The equity story

SUSTAINABLE DIVIDEND POLICIES:
SINCE ITS IPO ON 24 MARCH 1998, GESCO AG
HAS PAID OUT A DIVIDEND EVERY FINANCIAL YEAR.

DIVIDEND PER SHARE IN €

|
0.90
066 072 075 0.70 —
0.56 e —— 0 50—
0.38 =——— —
|

1997/1998 2013/2014

1 Dividend proposal to the AGM on 28.08.2014

THE GESCO SHARE AS AN OUTPERFORMER:
PRICE PERFORMANCE SINCE THE IPO.

400%

0%

24.03.1998




A SUSTAINABLY GROWING INDUSTRIAL GROUP

GESCO is a sustainably growing industrial group of leading German SMESs from the tool manufacture, mechanical en-
gineering and plastics technology segments. Our goal is to increase the value of our individual subsidiaries - and, with
it, the value of the entire Group - in the long term. We generate internal growth by developing the existing companies
in the portfolio. In addition, we concentrate on buying additional “hidden champions” - strong industrial and technology
companies with attractive growth potential — from the German SME sector. GESCO does not pursue exit strategies
aimed at the later sale of holdings.

TECHNOLOGY “MADE IN GERMANY": IN HIGH DEMAND ALL OVER THE WORLD

The GESCO Group companies are strategically and technologically well-positioned specialists with German-made
products that are also in high demand internationally. They supply a large circle of customers in a wide variety of
markets. The companies secure their leading technological positions through regular investments in their technical
equipment. The companies are operationally independent and receive active support from the holding in the form
of coaching, consulting and financial controlling.

SPECIALIST FOR SUCCESSION SOLUTIONS

The abundance of unresolved succession issues in the German SME sector provides scope for external growth.
GESCO is specialised in such issues. We only acquire majority shareholdings — usually 100 %. As part of the succession
plan, the new managers usually acquire a 10 to 20 % share in the companies they manage. We apply strict criteria

to acquisitions. These include business substance and innovative technology as well as the best possible international
prospects. The companies should be among the leading providers in their segments and offer long-term potential

for development.

THE GROUP'S ADDED VALUE

We stay true to the spirit of entrepreneurship and the ethos of a family company while shaping companies to cope
with the global economy. Our model preserves and promotes the strengths of the SME segment while compensating

for potential weaknesses. To offer the best of both worlds, the GESCO model builds a bridge between the world of the
family-run SME segment and the capital market.

THE PEARLS OF THE TECHNOLOGY-DRIVEN GERMAN “MITTELSTAND” IN A SINGLE SHARE

The GESCO share offers investors access to leading companies in the technology-driven German “Mittelstand” some
of which are among the top of their class on a national or international level. Investors benefit from our long-proven
strategy of generating growth in two ways: internally through developing our subsidiaries, and externally through
acquisitions. We ensure sustainable strategies, healthy finances and strong balance sheets at every subsidiary,
thereby optimising the Group'’s overall opportunities and limiting risks. Thanks to a transparent and calculahle
distribution policy offering a dividend oriented towards the Group's earnings, shareholders have a stake in the
business success of the GESCO model.

24.03.2014
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Foreword by the Executive Board

DR.-ING. HANS-GERT MAYROSE

DEAR SHAREHOLDERS,

Financial year 2013/2014 was not an easy one for GESCO Group. The operating
business missed out on growth momentum, and the share price saw a sideways
trend, which is disappointing given rising indices.

What were the reasons?

The lack of economic impetus led to stagnant Group sales in organic terms.
Sales growth was generated solely by the first full-year inclusion of all companies
acquired in the previous year. Earnings were down because price quality decreases
during slack economic periods and capacity utilisation is less efficient. A few of
our companies were also affected by specific sector weaknesses and had a dis-
proportionately large negative impact on the Group result. We tackled weaknesses
whenever and wherever we identified them and implemented solutions. It was
not all gloom, however; the previous financial year also held a few bright spots.
Several Group companies experienced encouragingly stable business, and some
generated growth in operational terms.

With sales of € 453 million and Group net income for the year after minority interest
of € 18.1 million, the Group achieved respectable figures overall. Nevertheless,
we are not satisfied with those figures on the earnings side. Demand picked up
in certain areas towards the end of the financial year. We are therefore cautiously
optimistic for the new financial year 2014/2015. However, the contin-
ued uncertainty expressed in economic and political reports is reason
enough to refrain from feeling euphoric.

Regardless of short-term economic fluctuations, we strengthened
the Group with substantial investments in financial year 2013/2014.
Our company MAE Maschinen- und Apparatebau Goétzen GmbH has
taken one especially strategic step. MAE, international market leader
for automatic straightening machines and wheel presses, was able to
take over Eitel Presses, the US straightening machine competitor. This
represents an attractive opportunity in the niche markets in which our
subsidiaries are typically active.
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Strategic measures target the Group’s medium and long-term positive
development. In other words: they target sustainable development.
We feel that the term “sustainability” has become something of a trendy
buzzword, so we try to use it sparingly. However, since the company
was founded 25 years ago, GESCO AG has seen itself as committed to
the idea behind the concept. The ten-year perspective on economic
development that we traditionally provide you in the annual report is
evidence of the power that a sustainable model such as ours can
generate. And the capital market rewards that, even if our share un-
derperformed in the reporting year. Those who subscribed for GESCO
shares on 24 March 1998 have recorded an average annual share price
increase of over 8 % since then and have received dividend payments to
date totalling € 21.54 per share. And provided our proposal for the appropriation
of profit is endorsed at the Annual General Meeting on 28 August 2014, there
will be an additional dividend of € 2.20 per share. This proposal shows that we
are remaining true to our policy of distributing around 40 % of Group net income
after minority interest.

At its core, the basis of GESCO AG'’s strategy has remained the same since the
company was founded. Optimisation efforts and adjustments focus on the details.
We touch on several of the key points of this strategy and our approach in the
Annual Report, which you are holding in your hands (or reading on a screen).
Several aspects of primary importance to us include SMEs and globalisation,
company acquisitions as part of succession planning, technology and employees —
the key factors for success, the stock market and also sustainability.

We wish you pleasant reading and thank you for your interest in GESCO AG and
GESCO Group. Our thanks are also owed to everyone who works with us in the spirit
of partnership and with a mind to fair business, from customers, suppliers, banks
and public auditors to service providers, public sector bodies and associations.
As in every year, we would especially like to thank the employees and managing
directors of GESCO Group — their dedicated efforts form the basis of our success.

Yours sincerely,

owe- (ot /fa(rmc WW

Dr.-Ing. Hans-Gert Mayrosé Robert Spartmann

11 GESCO2013/2014
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SMES AND
ENTREPRENEURIAL:
THE STRATEGY

At its core, GESCO AG's strategy has remained
the same since the company’s founding in
1989: to acquire, hold and develop healthy
industrial SMEs. The goal: to create a strong
group of “hidden champions” led by a lean
holding as the parent company. Operational
independence was and still is a key tenet, in
addition to controlling as well as coaching
and consulting provided by GESCO AG. While
retaining their respective autonomy, the
GESCO Group companies benefit from sharing
ideas and experience, hest practice and the
transfer of expertise.

As a basic rule, GESCO AG acquires majority
interests. In principle, the holding period is
unlimited; the exit has never been part of the
GESCO business model. GESCO AG has also
never aimed to be a restructuring company.
Rather, it has focussed on acquiring healthy
companies with a proven history of success.
To this day, GESCO believes that the cor-
porate succession plan is the ideal way to
acquire new companies, whereby GESCO
typically takes over 100 % of the shares.
The new management then takesona 5%
to 20% stake in the company they head -
the entrepreneurial component is therefore
preserved.




PRESERVING STRENGTHS,
ELIMINATING WEAKNESSES
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NETWORKING AND
EXCHANGE:
AN UP-TO-DATE MODEL

However much we are convinced of the power
of entrepreneurship, it is equally clear today
that there are limits to the model of sole
decision-maker. In the 25 years since GESCO
was founded, globalisation and digitalisation
have radically redefined the framework for
business models. Technological development
has accelerated tremendously and complexity
has increased greatly, driven by market
developments, on the one hand, and a thicket
of regulation on the other. From compliance
to the General Equal Treatment Act (AGG),
from environmental regulations to matters
of accounting and financing, companies have
seen a spate of demanding tasks placed on
their management. Dealing with all of them
is both a matter of management capacity and
an economic issue: margins must be high
enough for a company to be able to afford
simply meeting all of these requirements.

With respect to the considerahble increase in
various requirements, it makes sense - now
more than ever - for SMEs to become part
of a strong group and for companies as well
as entrepreneurs to abandon their isolated
status, instead becoming networked, sharing
experiences and learning from each other.
This is how collaboration in the GESCO model
has always functioned - which has proven
itself to be a highly up-to-date model.
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GLOBALISATION:
A BLESSING
AND A CURSE
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focus, and it has offered the capital
clear profile for many years. The accusation o
creating a “hawker’s tray” that many holdings
face does not apply to GESCO. For many years,
the Group has focussed on the tool manufac-
ture/mechanical engineering and plastics
technology segments. We achieve the diver-
sification we have strived for from the outset
by broadly diversifying our customer sectors,
whieh counteracts the dependency on indi-
idual sectors. In addition, these two segments
in*Germany ferm broadly based sectors with

a wide'rante-of Hiﬁwsiness models and
s

Rilgreater

saleg markets. The-vari manufacturing and
ead tilmes also help to enstre halance over the
economic cycle. While the Group’s mechanical
engineering companies often agree upon deliv-
ery times of twelve months or more with their
customers, the special steel trading partly
supplies its customers on a 24-hour cycle.
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SYNERGIES: ON A
VOLUNTARY BASIS

As a basic rule, companies are taken over on
a stand-alone basis, and synergy effects are
not a primary focus during an acquisition.
“Prescribed” synergies would undermine the
entrepreneurial autonomy of the individual
subsidiaries and their managing partners
and, to a certain extent, relieve managers

of their corporate responsibility.

However, the holding company stimulates an
exchange of experience and information as
well as collaborative activities provided it
makes sense to do so. All managing directors
gather at an annual company meeting so they
can get to know each other and share ideas
and experience. External speakers provide
input on topics that affect all companies.

The holding company provides centralised
support with such services as reqularly
obtaining and reviewing ratings from com-
mercial credit insurers and rating agencies,
as well as initiating regular and systematic
monitoring of insurance coverage. By pooling
needs, we enable access to such services at
the conditions of major customers.
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- 24 MARCH 1998:
GESCO AG'S IPO
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24 MARCH 2014:
LISTED ON THE STOCK EXCHANGE
FOR 16 YEARS

SHARE PERFORMANCE +251.7 %
A DIVIDEND OF € 21.54 PER SHARE
OVERALL




SUCCESSION: ALWAYS
A CURRENT ISSUE




“Premature” succession

Traditional constellation in succession
arrangements
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TECHNOLOGY:

STATE OF THE ART, WITH AN EYE ON THE MARKET

The GESCO Group companies are technologi-
cally focused, and many of them operate in
niche markets. Some of them are leading
suppliers in their respective sectors, and
some are international market leaders.
Although reliable data is not always avail-
able for these highly specialised markets,

it is possible to estimate their market posi-
tions.

+ MAE Maschinen- und Apparatebau
Gotzen GmbH is the market leader in
automatic straightening machines and
wheel presses with a global market share
of more than 60% in each product group.

» SVT GmbH is one of the two leading
global suppliers of loading arms for
liguefied natural gas (LNG).

» Dorrenberg Edelstahl GmbH is the leading
European specialist for tool steel.

+ The Werkzeugbau Laichingen Group is
one of the leading manufacturers of high-
performance tools for forming sheet metal.

» Modell Technik GmbH & Co. Formenbau KG
is one of the leading European manufactur-
ers of moulds for aluminium die casting.

» Frank Walz- und Schmiedetechnik GmbH
is Europe’s leading forge for the production
of wear parts for the agriculture market.

+ The Setter Group is the global quality and
volume leader in paper sticks for use in
the sweets and hygiene industry.

A leading technology is not always the only
thing at the heart of the business model.
Some companies, such as the Werkzeughau
Laichingen Group, score with sophisticated
service concepts. This ranges from on-site
service in customers’ production lines
through to regular revision and optimisation
of externally manufactured tools. In other
cases, access to the market has been built

up over decades, such as in Dérrenberqg’s
special steel husiness. This is also a lead that
no competitor will be able to match in the
short term.

Ultimately, the strategy in the niche markets
aims to build the highest possible barrier to
entry in a market which, due to its limited
volume compared to mass markets, is not as
attractive for new competitors.

28
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A business cannot be successful without
satisfied customers. In the same vein, a busi-
ness cannot have satisfied customers without
satisfied employees. Recruiting and retaining
employees as well as supporting their oppor-
tunities for development is a strategic task.
Their importance can scarcely be overesti-
mated, and will continue to increase in the
future. GESCO Group companies meet this
challenge with various measures in order to
position themselves as an attractive employer
in their respective region. The companies
attract academic graduates by conducting
contests for student projects, cooperating
with universities and other educational in-
stitutions as well as offering dual courses of
study. Participating in activities such as Girls
Days and cooperating with schools in general
helps to dovetail the worlds of schools and
work and at the same time promotes contact
with potential trainees. On-the-job training
continues to be one of the fundamental pillars
for HR management. Companies that pursue
their own interests by participating in such
activities are also fulfilling their responsibility
to society.

The best qualifications are only worth some-
thing if the employees can put them to use
in a job they enjoy doing. Those who merely
work according to their job descriptions

will not necessarily feel at home in an SME.
Those who are passionate about the task
itself, who want to find expression in and
experience the results of their work quickly
and first hand, are in the right place. An em-
ployee that identifies with their respective
employer is typical of the SME sector.

The company is still of a modest size, the em-
ployees know each other and have a sense of
their employer’s economic situation. Employ-
ees of older companies are quite often in the
second or even third generation.

And the workforces are clearly well-disposed
to GESCO as the majority shareholder. Since
the IPO in 1998, the AG has conducted an
employee share scheme every year, which
allows Group employees to acquire GESCO
shares at favourable terms to the extent per-
mitted by tax reqgulations. The scheme aims
to help employees grow their assets in the
long term, although the shares are not sub-
ject to lock-up periods. The high participation
rate of 46 % at the last count also reflects
the workforce’s confidence in GESCO AG.
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>8 %

AVERAGE ANNUAL SHARE
PRICE GAIN SINCE THE IPO
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SUSTAINABILITY
FROM THE OUTSET

The idea of sustainabhility is deeply rooted
in GESCO’s DNA. Even though the term has
become a buzzword in recent years, GESCO
has been committed to the sustainabhility
cause since it was founded. What could be
more sustainahle than continuing with and
developing proven business models? We see
it as our central task to secure the future

of the Group in the long term.

Most of our companies have been in business
for several decades. Georg Kesel GmbH und
Co. KG and the Werkzeugbau Laichingen

Group were founded in the late 19th century.

Dérrenberg has been in business for more
than 150 years and Frank Walz- und
Schmiedetechnik for more than 175 years.
Without sustainabhle management, none of
these companies would be where they are
today.

We have a long-term horizon, which is
logically based on the following essential
components: regular investments in techni-
cal equipment and a positive, constructive
relationship with our employees. And solid
financing as a basis for all of this.

If we go into the details, there is of course
more to it, such as fair, partner relations
with customers and suppliers. We advocate

long-term partnerships as all parties benefit

from them. Depending on the economic cycle
and the demand situation, sometimes one
party has greater leverage, and sometimes
another. Despite each being necessarily
geared to commercial success, partnership
relations also mean that neither side should
overstep the mark - in the knowledge that
the tide will turn again.
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An essential component of sustainability

is the relationship between the parent com-
pany and the subsidiaries when it comes to
distribution of profits. GESCO AG and the
respective companies jointly decide which
payout ratio is appropriate depending on the
current situation. Accordingly, less profit is
distributed in periods of strong growth and
high investment. We see further evidence of
sustainability in the fact that the costs of
financing acquisitions, as is customary in the
private equity industry, are not assigned to
the operating companies, but remain at the
level of the acquiring holding company. In
this way, the companies are not burdened
with interest payments on the repayment

of principal, are able to act confidently in
periods of growth and, if business should
decline, do not run the risk of violating debt
covenants of the lending banks and facing
financial difficulties.







FINANCES

A healthy financial position is the basis of
sustainability. Specifically, this means a
strong, solid equity base, adequate liquid
assets and a moderate level of net bank debt.

All subsidiaries have a solid equity base with
capital ratios generally above 30%, and in
some cases significantly higher. This means
that the companies are able to take out
necessary loans at favourable terms. If
necessary, GESCO AG will act in an advisory
capacity in this regard, but it does not as-
sume the role of a central debt financing
mechanism for the Group. Moreover, this
avoids dependence on individual banks - an
otherwise common problem of smaller com-
panies in the SME sector.
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Since the foundation of the company, one of
the core corporate philosophies has been to
avoid possible knock-on effects as far as
possible. Entrepreneurial activity also
implies the possibility of failure. If one of
the companies should fail, however, then the
Group as a whole must not fall into distress.
This is why GESCO foregoes the use of instru-
ments such as cash pooling or joint liability
schemes. The only exceptions to this rule are
individual profit and loss transfer agree-
ments, which are concluded for tax reasons.
Moreover, the parent company has no con-
tractual obligation to offset the losses of
subsidiaries. Even in 2009, the year of the
financial crisis, the holding company did not
inject liquidity into the companies. The parent
company merely issues declarations in which
it commits not to undertake additional payouts
if the equity ratio falls below a defined level.
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WHERE DO WE GO

FROM HERE?

The global competition landscape is changing.

China is moving away from being a low-wage
country and is increasingly using automated
systems. This presents both opportunities
and threats. The US is experiencing a renais-
sance of its industrial sector due to a dra-
matic fall in energy costs. As this requires
significant investment to some extent, this
is good news for suppliers of machinery and
equipment. At the same time, the low energy
costs provide US companies with a distinct
competitive advantage. MAE Maschinen-
und Apparatebau Gétzen GmbH, the global
market leader in automatic straightening
machines and wheel presses, took a decisive
step forward in this important market by
acquiring its US competitor and market leader
Eitel Presses at the beginning of 2014.

The rapid advance in technology also contin-
ues unabated. Under the term “Industrie 4.0"
("Industry 4.0"), mechanical and plant engi-
neering and information technology are
merging. German industry, with its in-depth
expertise and strong network, has a good
chance of developing new business models
from this initiative. At the same time, they
need to be vigilant, because threats of an
unexpected nature can also arise. For exam-
ple, Google purchased no less than eight
manufacturers of robots in 2013 and is
reportedly working with Foxconn on an
operating system for robots. Will there be
more margins in hardware or software in the
future? Questions that German manufactur-
ers of capital goods should be dealing with.

Another much-discussed topic is the laser
melting technology that is commonly known
as 3-D printing. The technology itself is a
rapid prototyping method that has been used
in the construction of models and prototypes
since the 1980s. The possibility of using this
application on a wider scale in industry as
well as in the consumer sector is currently
being discussed and tests are also underway.
Our subsidiary C.FK. CNC-Fertigungstechnik

it

#1_!—

Kriftel GmbH operates in this field, manufac-
turing products such as patient-specific
medical implants. It is currently not possible
to make a reliable prediction as to what
extent 3-D printing can replace conventional
manufacturing processes such as milling or
casting - but the progress of this technology
must be closely monitored and analysed in
any case.

According to consultants’ charts, companies
go through certain “phases” from formation
of the company, growth and decline through
to insolvency and resurrection, sometimes
combined with an IPO and then going private.
These conventionalised portrayals should
no longer be confused with business reality.
In real life, companies have histories.

In the case of GESCO Group, these histories
often go back many decades, sometimes far
more than a hundred years. We see it as our
task to successfully carry on the histories
of these companies.
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FURTHER GROWTH -
IN THE INTERESTS OF
ALL STAKEHOLDERS

previous owner

new managing director,

workforce

Customers, suppliers, business partners
and banks

economic benefit

GESCO shareholder




GOOD REASONS
TO BUY THE
GESCO SHARE:

THE GESCO SHARE PROVIDES
ACCESS TO THE AMBITIOUS
SME SECTOR

STABLE BUSINESS MODEL
PROVEN OVER MANY YEARS

SOUND, HEALTHY ASSETS
WITH LOW BALANCE SHEET
RISKS

SUSTAINABLE, CALCULABLE
DIVIDEND POLICIES

HIGH LEVEL OF MANAGE-
MENT EXPERTISE WITH
INDUSTRY EXPERIENCE

OPPORTUNITIES THROUGH
NUMEROUS UNSOLVED
SUCCESSION ISSUES

ACTIVE INVESTOR RELATIONS,
HIGHLY TRANSPARENT
REPORTING




DIVIDEND EARNINGS YEAR-END SHARE PRICE,
PER SHARE PER SHARE REPORTING YEAR

€2207 | €545 |£76.15




THE SHARE

The GESCO share offers investors access to
leading companies in the technology-driven German
Mittelstand. Thanks to price performance and
sustainable, calculable dividend policies, investors
participate in the business success of GESCO Group.

In 2013, the German stock markets performed well across the board, and our bench-
mark index, the SDAX, recorded a rise of 27.2%. The GESCO share, in contrast,
moved sideways and finished calendar year 2013 nearly unchanged with a slight gain
of 0.4 %. In financial year 2013/2014, the GESCO share also posted a gain of 0.8 %,
remaining well behind the SDAX, which rose by 25.8 % during this period.

This is a disappointing development after the GESCO share outperformed the SDAX
significantly in the past two financial years. For the most part, the strong rise of the
index was probably driven by liquidity as the investment alternatives to shares were
not very attractive. As a smaller SDAX share, GESCO AG traditionally does not benefit
very much from liquidity-driven price rises.

In Deutsche Borse AG's MDAX and SDAX indices, the GESCO share ranked 87" in
terms of market capitalisation and 91 in terms of trading liquidity.

SHARE PRICE LARGELY
UNCHANGED OVER
COURSEOF THE YEAR
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The GESCO share remains widely spread, with share capital in the hands of some
9,000 investors. The entrepreneur Stefan Heimaller, who was appointed as a member
of the Supervisory Board by the Annual General Meeting in 2013, holds approximately
13.6 % of the shares. According to the regulations of Deutsche Bérse AG, such private
shareholdings exceeding 5 % have to be deducted from free float. To our knowledge,
of the remaining free float of around 86.4 %, around 46.4 % is held by further private
investors and about 40 % by institutional investors. German investors hold around
85 % of the shares. Further key shareholder markets include Switzerland, Luxembourg,
the US and the UK.

As in the previous year, research into the GESCO share was compiled by equinet Bank
AG, Close Brothers Seydler Bank AG, Bankhaus Lampe, GSC Research, WGZ-Bank
and Performaxx. On the reporting date, four analysts rated the share as “buy”, one
with “accumulate” and one as “hold”.

DIVIDEND POLICIES

We see a sustainable dividend as an important factor for the position of the GESCO
share. We are aiming for a distribution ratio of around 40% of Group net income
after minority interest, adjusted by possible one-off effects. The dividend is therefore
inseparably linked to earnings, which we believe is appropriate for an entrepreneurial
investment such as shares. We feel that this ratio provides a perfect balance between
the request of many investors for distributions and GESCO Group’s need to retain suf-
ficient liquid assets for securing future growth. Thanks to this clear dividend policy,
which we have followed for many years, we are highly calculable for investors.

On 26 July 2013, a dividend for financial year 2012/2013 amounting to € 2.50 per
share was paid out, corresponding to a total volume of around € 8.3 million. At the
Annual General Meeting on 28 August 2014, the Executive Board and Supervisory
Board will propose a dividend of € 2.20 per share for financial year 2013/2014. At the
time this decision was made, the dividend return, based on the proposed dividend,
amounted to 2.9 %.



DIRECTORS’ DEALINGS

Both Executive Board members, Dr. Hans-Gert Mayrose and Robert Spartmann, in-
formed GESCO AG in August 2013 that they had acquired 1,000 GESCO shares each.

INVESTOR RELATIONS

Since 2000, GESCO AG has been a member of the Deutscher Investor Relations Ver-
band e. V. (DIRK) and stands by its principles of open and continuous communication.

We have also been a member of the Deutsches Aktieninstitut e. V. (DAI) since 1999
and support the development of share culture in Germany. We also raise issues en-
countered by listed SMEs in DAI's Workgroups.

GESCO AG won third place at the GBC Award 2013 during the Capital Market Con-
ference in Munich in December 2013. As a result, GESCO AG has now made the
top three for the fourth time in a row. Criteria of this award include the continuity of
IR communication as well as the quality of publications and company presentations.

Our website, www.gesco.de, is a central information platform for all issues relating
to the GESCO share, GESCO AG and GESCO Group companies. Since financial year
2010/2011, we have published video commentaries on the quarterly figures by
Executive Board member Dr. Mayrose, who is responsible for Investor Relations,
on our website. We see this as a contemporary method of conveying information to
supplement the comprehensive written reports. These videos have been very well
received by institutional and private investors, as well as by those involved in the M&A
process and entrepreneurs. The videos can also be recalled on Youtube.

GESCO AG WINS
THIRD PLACE AT
GBCAWARD 2013
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We maintained active investor relations and general public relations activities during
financial year 2013/2014. These activities mainly consisted of replying to shareholder
questions, roadshows, holding one-on-one meetings with domestic and foreign inves-
tors and analysts, and presenting our business model during capital market events.

The following events deserve special mention:

6 May 2013

11 June 2013
24/25 June 2013

8 July 2013

27 August 2013

5 September 2013
26 September 2013
1 October 2013

16 October 2013
12/13 November 2013
21 November 2013
5 December 2013
11 December 2013
15 January 2014

13 February 2014
24 March 2014

49 GESCO02013/2014

Deutsche Borse Spring Conference, Frankfurt/Main

Annual Accounts Press Conference and Analysts’ Meeting, Wiesbaden/Kriftel
Small & Mid Cap Conference, Close Brothers Seydler Bank AG, Paris

DSW Frankfurter Aktienforum (DSW Frankfurt Share Forum), Frankfurt/Main
DVFA Small Cap Conference, Frankfurt/Main

Zurich Capital Market Conference, Zurich

Baader Investment Conference, Munich

German Mittelstand Conference, New York

Unternehmen treffen Investoren (Companies Meet Investors), Munich

German Equity Forum, Frankfurt/Main

Hamburg Investors Conference, Hamburg

Munchner Kapitalmarkt-Konferenz (Munich Capital Market Conference), Munich
European Midcap Event, Close Brothers Seydler Bank AG, Geneva

Dr. Kalliwoda Capital Markets Conference, Warsaw

Small and Mid Cap Conference, Close Brothers Seydler Bank AG, Frankfurt/Main
DSW Aktienforum (DSW Share Forum), Cologne




DECLARATION OF COMPLIANCE
AND CORPORATE GOVERNANCE REPORT

In this report, the Executive Board - on its own hehalf
and that of the Supervisory Board - provides informa-
tion on its corporate governance in accordance with

Section 3.10 of the German Corporate Governance Code
and Section 298a of the German Commercial Code (HGB).

The Executive Board and Supervisory Board of GESCO AG govern the Company with
a view to sustainability. The business model is of a long-term nature and all measures
are aimed at sustainable positive development. The Executive Board and Supervisory
Board of GESCO AG agree with the aims of the Code to promote good, trustworthy
Company management for the benefit of shareholders, employees and customers.

The Executive Board and Supervisory Board submitted a declaration of compliance in
accordance with Section 161 of the German Stock Corporation Act (AktG) in December
2013 and made it permanently available to shareholders on the company website
(www.gesco.de). It is also included in this corporate governance report.

The company dealt with the issue of corporate governance early on, already recognising
the precursors to the Code published by the Government Commission on the Corpo-
rate Governance Code in February 2002. The version dated 15 May 2012 applies at
present. Section 161 of the German Stock Corporation Act (AktG) requires an annual
declaration of compliance with this Code. The current declaration of compliance and
previous declarations are available to our shareholders and other interested parties
on our website.

The Code requires a corporate governance report and, in particular, explanations
regarding deviations from its recommendations. The preamble to the Code expressly
provides for deviations from its recommendations, which are aimed at enhancing the
“flexibility and self regulation with regard to the corporate legal structure of German
companies”. This means that deviations are not negative per se, but can actually be
beneficial for smaller companies in particular.
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SHAREHOLDERS AND ANNUAL GENERAL MEETING

Shareholders exercise their voting rights at the Annual General Meeting. Each share
carries one vote. GESCO AG publishes all documents relevant to points on the agenda
on the company website in the weeks before the Annual General Meeting. In the invita-
tion to the Annual General Meeting, the company requests that shareholders exercise
their voting rights. To make it easier for shareholders to vote, the company appoints
a voting rights representative who can vote at the Annual General Meeting on behalf
of shareholders and according to their instructions. The company feels that a high
attendance rate is important for maintaining democracy amongst shareholders and
for ensuring that decisions of the Annual General Meeting reflect the wishes of the
majority of shareholders. GESCO AG publishes the invitation to the Annual General
Meeting and any reports and information required to pass a resolution in accordance
with the regulations of the German Stock Corporation Act (AktG). This information is
also available on the company website. Since its IPO in 1998, the company publishes
the voting results on its website on the day of the Annual General Meeting.

EXECUTIVE BOARD AND SUPERVISORY BOARD

GESCO AG is a stock corporation under German law and as such is managed by
two boards with individual ranges of competence — the Executive Board and Super-
visory Board. Both boards maintain a close and trusting working relationship within
the scope of their legally defined responsibilities. The Executive Board provides the
Supervisory Board with regular, prompt and comprehensive information on company
planning, earnings and financial position, risk management, strategic development
and intended acquisitions. A list of transactions requiring approval by the Supervisory
Board was compiled.

Supervisory Board members did not receive any remuneration or benefits in kind for
personal activities such as consultancy or agency services in the reporting year or
the year before. Neither Executive Board members nor Supervisory Board members
had any conflicts of interest.

EXECUTIVE BOARD

Executive Board members are jointly responsible for managing the company. The
Articles of Association stipulate their responsibilities. The Executive Board works out
the strategic development of the company, asks the Supervisory Board for approval
and implements it. The Executive Board also defines the company’s goals, makes
plans and manages the internal control and risk management system as well as the
controlling of subsidiaries. In addition, the Executive Board prepares the quarterly
and interim reports and also the individual financial statements of GESCO AG and
the consolidated financial statements.



The Executive Board of GESCO AG consists of two people; no Chairman or Spokesman
has been appointed. In this, the company did not comply with the recommendations
of the Corporate Governance Code. Both Executive Board members complement
one another with their professional know-how and their responsibilities are clearly
defined; the company therefore does not feel it is necessary to appoint a Chairman
or Spokesman.

In the reporting year, Dr. Hans-Gert Mayrose and Mr. Robert Spartmann were Executive
Board members.

SUPERVISORY BOARD

The Supervisory Board appoints Executive Board members, monitors their corporate
governance and advises them on issues of company management. The report from
the Supervisory Board contains detailed information on its work in the reporting year.

The Supervisory Board of GESCO AG comprises three members. This number has
proven to be extremely effective, as strategic issues as well as detailed questions can
be discussed in depth. Forming committees is obviously not practical in the case of
a Supervisory Board consisting of only three people. The company feels that a strong
point of the Supervisory Board derives from the fact that its members are equally
informed about all issues.

We are also convinced that the composition of the Supervisory Board is appropriate
and provides the highly important professional diversity through expertise in all fields
important for the Group in view of the business model oriented towards the German
SME sector.

Supervisory Board members in the reporting year were Klaus Méllerfriedrich (Chair-
man), Rolf-Peter Rosenthal (Deputy Chairman) and Willi Back until the conclusion of
the Annual General Meeting held on 25 July 2013. Willi Back was a former member
of the Executive Board of GESCO AG. He was Chairman of the Executive Board of
GESCO AG until 31 March 2004 and was appointed as member of the Supervisory
Board by the Annual General Meeting in 2004. As part of a long-planned handover
to a new generation, Mr Back resigned from his position effective as at the end of the
Annual General Meeting on 25 July 2013. The Annual General Meeting on 25 July
2013 elected Stefan Heimoller, Dipl.-Kfm./entrepreneur, to serve as his successor on
the Supervisory Board.
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DIVERSITY AMONG MANAGERS, EXECUTIVE BOARD AND
SUPERVISORY BOARD

The Executive Board and Supervisory Board have deliberated the requirements of
the Corporate Governance Code calling for companies to increase diversity among
managers, Executive Board and Supervisory Board and pay special attention to ap-
propriately considering women for such positions. As GESCO AG feels that its primary
duty lies in considering the interests of the company when appointing managers,
Executive Board members as well as Supervisory Board members, the suitable quali-
fications of an applicant for a vacant position must always be regarded as the most
important criteria. We are convinced that appointing a fixed percentage of women
would not appropriately reflect this principle. We also feel that at the present time,
a stronger international orientation of the Supervisory Board is not an option, as the
direct subsidiaries of GESCO AG all have their headquarters in Germany. It must be
taken into account that they are SMEs, both in terms of size and company culture.
When GESCO AG'’s subsidiaries and, in turn, their subsidiaries are export-oriented,
their personnel structure is suitably matched to their international activities. In the eyes
of the Supervisory Board and Executive Board of GESCO AG, diversity is not merely
defined by gender and nationality, but also, and specifically, by professional diversity
and a well-balanced mix of expertise from various professional fields.

At management level, and especially in terms of the managers of the subsidiaries, most
have a technical education and usually hold a degree in engineering. In this profes-
sional group, the number of female applicants remains extremely low. The GESCO
Group companies are trying in many ways to get young people, with a particular focus
on young women, interested in technical professions.

COMPREHENSIVE AND TRANSPARENT COMMUNICATION

GESCO AG promptly and truthfully informs shareholders, the capital market, media
and general public about all relevant events and the financial development of the
company. Financial reports, press releases and ad hoc notifications, the financial
calendar, documents relating to the Annual General Meeting and a host of other
information are available on the company website.

DIRECTORS’' DEALINGS AND SHAREHOLDINGS OF
MEMBERS OF THE EXECUTIVE BODIES

Both Executive Board members, Dr. Hans-Gert Mayrose and Robert Spartmann,
informed GESCO AG in August 2013 that they had purchased 1,000 GESCO shares
each. The shareholding ratio of the Executive Board was 0.6 % on the reporting date,
while the ratio for the Supervisory Board was 13.7 %.



REMUNERATION REPORT

The remuneration report is part of the Group management report.

ACCOUNTING AND AUDIT OF FINANCIAL STATEMENTS

The individual financial statements of GESCO AG are prepared in accordance with
the German Commercial Code (HGB). Since the financial year 2002/2003, the
consolidated financial statements of GESCO AG have been pursuant to IFRS. The
individual and consolidated financial statements were audited by Dr. Breidenbach
und Partner GmbH & Co. KG Wirtschaftsprifungsgesellschaft Steuerberatungs-
gesellschaft, Wuppertal. The subsidiaries’ financial statements were audited by the fol-
lowing auditing companies: Dr. Breidenbach und Partner GmbH & Co. KG Wirtschafts-
prufungsgesellschaft Steuerberatungsgesellschaft, Wuppertal; K/S/R Treuhand und
Revision GmbH Wirtschafsprifungsgesellschaft, Ennepetal; and RSM Altavis GmbH
Wirtschaftsprifungsgesellschaft Steuerberatungsgesellschaft, Dusseldorf. Foreign
subsidiaries of subsidiaries are primarily audited by international associated partners
of our domestic auditors.

The Chairman of the Supervisory Board obtained the auditor’s statement of inde-
pendence in accordance with Section 7.2.1 of the Corporate Governance Code. In
line with the resolution passed by the Annual General meeting on 25 July 2013,
the Chairman of the Supervisory Board appointed the auditor for the individual and
consolidated financial statements. The interim and quarterly reports were not audited
in the reporting year.
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DECLARATION OF COMPLIANCE IN ACCORDANCE WITH SEC-
TION 161 OF THE GERMAN STOCK CORPORATION ACT (AKTG)

The Executive Board and Supervisory Board of GESCO AG declare in accordance with
Section 161 AktG that the recommendations of the Government Commission German
Corporate Governance Code published by the Federal Ministry of Justice in the official
section of the Bundesanzeiger (Federal Gazette) on 15 June 2012 were being followed
pursuant to the version of the Code dated 15 May 2012 since the last declaration of
compliance was issued in December 2012 until the effective date of the new version
of the Code dated 13 May 2013 on 10 June 2013, with the following exceptions:

e Section 4.2.1, sentence 1:
Chairman of the Executive Board or Spokesman of the Executive Board
The Executive Board of GESCO AG comprises two people; no Chairman or Spokes-
man has been appointed. Both Executive Board Members complement one another
with their professional know-how and their responsibilities are clearly defined. In
view of their joint overall responsibility, the Executive Board Members maintain a
close and trusting working relationship and hold equal rights.

e Section 5.3: Forming Supervisory Board Committees
The Supervisory Board of GESCO AG comprises three members. This number has pro-
ven to be extremely effective, as overarching strategic issues as well as detailed ques-
tions can be discussed in depth and without any loss of efficiency and decided upon by
the entire Supervisory Board. We therefore believe that it is not appropriate to create
Supervisory Board Committees. The company rather feels that a strong point of the Super-
visory Board derives from the fact that its members are equally involved in all issues.

e Section 5.4.6, para. 2, sentence 2:

Performance-oriented Supervisory Board remuneration

The remuneration of the members of the Supervisory Board of GESCO AG includes
a fixed component, an attendance fee and a performance-oriented component
based on Group net income for the year after minority interest. Any Group losses
are carried forward to the subsequent year and offset against positive income. In our
opinion, this rule is in keeping with a sustainable and entrepreneurial way of thinking
and should be in compliance with the orientation towards sustainable corporate
development called for in the Code. However, as it is not feasible to exclude the
possibility that others may be of a different opinion, we therefore report a deviation
from the recommendation of the Code as a precautionary measure.

The Executive Board and Supervisory Board of GESCO AG also declare in accordance
with Section 161 AktG that the recommendations of the Government Commission
German Corporate Governance Code in the version dated 13 May 2013 have been
and will be followed since its publication in the official section of the Bundesanzeiger
(Federal Gazette) on 10 June 2013, with the exceptions as justified above.

Wuppertal, December 2013

GESCO AG
For the Supervisory Board For the Executive Board
Klaus Méllerfriedrich Dr. Hans-Gert Mayrose Robert Spartmann
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1. FUNDAMENTALS OF THE GROUP

BUSINESS MODEL

Since it was founded in 1989, GESCO AG has been acquiring stakes in financially sound
companies in the German industrial SME sector for the purpose of maintaining and
developing them over the long term. In most cases, these investments are conducted
as part of succession arrangements in which GESCO AG acquires a majority interest,
usually 100 %. To support the long-term, entrepreneurial nature of the business model,
the new management acquires a stake of between 5% and 20 %, depending on the
size of the company being managed, after a trial period.

As at the reporting date, there are currently 17 material operating subsidiaries in GESCO
Group under the roof of GESCO AG as the holding company. These companies operate
in the tool manufacture and mechanical engineering (segment sales in financial year
2013/2014: € 423.9 million) and plastics technology segments (segment sales in
financial year 2013/2014: € 29.1 million). While this portfolio has a clear focus, we
seek diversity in our customer sectors.

The subsidiaries are independently operating entities that benefit from being inte-
grated in the close-knit reporting and financial controlling system and risk manage-
ment system of GESCO Group. All subsidiaries have a sufficient equity ratio and are
financially autonomous.

GESCO AG has been a listed company since 24 March 1998. The GESCO share is
listed in the Prime Standard and Deutsche Borse AG's SDAX selection index.

Significant change to the scope of consolidation

MAE of America Inc., Wilmington/USA, a 100 % subsidiary of MAE Maschinen- und
Apparatebau Gotzen GmbH, was fully consolidated for the first time in the reporting
year. MAE Maschinen- und Apparatebau Gétzen GmbH acquired the operations of
US competitor and market leader Eitel Presses Inc., which is based in Orwigsburg/
Pennsylvania, through this subsidiary on 6 January 2014. Eitel's 50 employees gener-
ate annual sales of approximately € 10 million. The company’s customers are mainly
from the automotive, aerospace, agricultural technology and construction sectors.
Eitel Presses generates roughly 20 % of its sales from exports, its main sales markets
being the United States, Canada, Mexico and South America. MAE of America Inc. has
since been renamed MAE-EITEL INC. The managing director has held a 10 % share in
the company since April 2014 pursuant to the GESCO model; MAE Maschinen- und
Apparatebau Gotzen GmbH has since held 90 % of the shares. MAE-EITEL INC. is
assigned to the tool manufacture and mechanical engineering segment.



MANAGEMENT SYSTEM

Planning and management of GESCO Group is conducted at the levels of the individual
subsidiaries, GESCO AG and GESCO Group.

A jointly developed annual budget establishes the framework for business develop-
ments, personnel measures and investments of the subsidiaries. During the year,
GESCO AG receives monthly figures from the subsidiaries as part of regular reporting.
GESCO AG records and assesses this information, adds its own financial and accounting
figures and consolidates the information. In monthly on-site meetings at each company,
the GESCO AG business administration executive and the respective managers at the
subsidiaries promptly analyse, interpret and evaluate these figures to determine the
degree to which the objectives have been met.

GESCO AG draws up a Group business plan based on the individual business plans
of the subsidiaries. The Executive Board of GESCO AG provides an outlook for Group
sales and Group net income after minority interest for the new financial year at the
annual accounts press conference; this outlook is adjusted in the course of the quarterly
reports The key performance indicators are incoming orders, sales, earnings before and
after tax, cash flow and equity ratio, as well as Group net income after minority interest.

RESEARCH AND DEVELOPMENT

Most of our subsidiaries are SMEs whose research and development activities are
largely market and customer-driven. Technical innovations as well as new products
and applications are usually developed in projects as part of customer orders.

At Dérrenberg Edelstahl GmbH, research and development are an ongoing process
carried out over many individual projects. The company cooperates with various uni-
versities and institutions, as required. In 2013, it again focused on energy efficient,
resource-saving products and methods.

Alongside its focus on erosion technology, C.F.K. CNC-Fertigungstechnik Kriftel GmbH
continues to work on the development of its laser melting system. This technology,
also known as 3D printing, is based on CAD data and entails using a laser to melt
metal layer by layer and construct 3D metal parts. This technology also allows small
batches and one-off items to be manufactured economically and with an extremely
wide scope of design possibilities. One of the focuses of C.F.K.’s applications is the
medical technology sector.
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2. ECONOMIC REPORT

MACROECONOMIC AND INDUSTRIAL SECTOR CONDITIONS

The German economy has experienced stable development on the whole following
a period of weak performance at the beginning of 2013; however, the much-awaited
recovery in the second half of the year failed to materialise. With an increase of 0.4 %
in gross domestic product (GDP), growth was even weaker than in 2012, which saw
an only marginal rise of 0.7 %.

The Verband Deutscher Maschinen- und Anlagenbau e.V. (VDMA — German Machinery
and Plant Manufacturers Association), which is relevant for our largest segment, tool
manufacture and mechanical engineering, had originally forecast a 2% increase in
production, but ultimately recorded a decline of 1.7 % following growth of 1.2 % in
2012. Overall, the association rated the development in 2013 as “disappointing”. The
lack of growth momentum affected both domestic demand and exports.



The Gesamtverband Kunststoffverarbeitende Industrie e. V. (GKV — Association of Plastic
Goods Producers), the association relevant for our second, much smaller segment,
namely plastics technology, reported a significant increase in sales of 3% in 2013,
with sales picking up steam in the second half after a sluggish start to the year.

When looking at the figures provided by both associations, it has to be remembered
that the sectors they represent are each extremely diverse and the data therefore
represents a vast number of different companies. As GESCO Group companies are
mostly specialised SMEs in niche markets, these figures only serve as a rough guide
and are of limited value when used as benchmarks for evaluating the actual develop-
ment of GESCO Group.

In the German M&A market segment for companies with sales in the region of € 5 million
to € 50 million, which is the segment relevant for us, the Bundesverband Deutscher
Kapitalbeteiligungsgesellschaften (BVK — German Private Equity and Venture Capital
Association) registered 62 investments in 2013 compared to 74 in the previous year,
which is equivalent to a decrease of 16.2 %.

BUSINESS PERFORMANCE

The financial year of GESCO AG and GESCO Group runs from 1 April to 31 March
of the following year, while the financial years of the subsidiaries coincide with the
calendar year.

2013 was characterised by a subdued economic environment. Having already cooled
off somewhat in the second half of 2012, both in macroeconomic terms and in relation
to GESCO Group, growth continued to be less dynamic in the first half of 2013, and the
upturn that was originally anticipated in the second half of 2013 failed to materialise.
In view of these factors, companies found it much harder to plan ahead and be able
to rely on their business plans. Customers responded to these developments by being
more cautious, placing smaller orders at short notice, and investments in capital
goods were extremely restricted. The operational processes at our subsidiaries were
accordingly less efficient than they are in periods of stable economic development.
In addition, prices were the main item on the agenda in meetings with customers,
while the ability to deliver on schedule was paramount in periods of growth. In regional
terms, demand from the emerging markets, particularly from China, was significantly
weaker than in the previous year. This affects both GESCO Group’s direct and indirect
exports, the latter relating to goods that are sold to our domestic customers who
then export these. The favourable development of the US market was unable to fully
compensate this drop in demand.

All'in all, GESCO Group succeeded in maintaining a relatively solid position in this rather
difficult market environment: Business at the larger companies as well as the majority
of our smaller subsidiaries mostly either declined slightly or remained at a stable level.
Demand for the loading arms manufactured by SVT GmbH was at a very high level,
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and the larger tool manufacturers in the Group likewise recorded a satisfactory level
of demand, boosted by the expanding model ranges of car manufacturers and the
trend towards lightweight vehicles. Several smaller companies, however, were hit hard
by problems in some industrial sectors, such as weak demand in the semiconductor
and solar energy markets, or the massive drop in demand from China, all of which
impacted Group earnings.

The decline in incoming orders on an organic basis was largely offset as a result of
newly acquired companies being consolidated for the full year for the first time. Sales
also increased slightly due to the first full-year consolidation of the new companies.
Key earnings figures came under pressure due to the aforementioned reasons and
were additionally impacted by one-off effects. These include higher than expected
costs for due diligence expenses related to acquisitions abroad, as well as considerable
technical problems with two major contracts at two subsidiaries. None of these factors
is material in itself, but in total had a further negative impact on earnings.

GESCO Group companies consider procurement a strategic task and also pursue
international procurement strategies depending on the task at hand and supply needs.
Subsidiaries usually maintain long-term, constructive partnerships with their suppliers.
They strive to avoid dependencies and conclude framework agreements so as to
obtain security for their planning.

Given the sluggish economy, raw material and steel prices were less volatile than in
previous years. There were no serious supply bottlenecks in the reporting year.

SITUATION OF THE GROUP

EARNINGS POSITION

C.F.K. CNC-Fertigungstechnik Kriftel GmbH, Protomaster Riedel & Co. GmbH and
Modell Technik GmbH & Co. Formenbau KG, which were newly acquired during the
financial year 2012/2013, were included in the consolidated income statement for the
full 12-month period for the first time in financial year 2013/2014. In the previous year,
C.F.K. had been included for a period of seven months, Protomaster for five months
and Modell Technik for six months.

Incoming orders stood at € 435.6 million, which was almost 1% lower than the
level in the previous year (€ 439.4 million). In organic terms, incoming orders were
approximately 3.5 % lower year on year. Group sales rose by 2.9 % to € 453.3 million
(previous year: € 440.4 million). Organically speaking, sales remained virtually
unchanged. Due to the change in stocks of unfinished and finished products dur-
ing the reporting period, the total output fell by almost 1 % from € 456.1 million to
€ 452.2 million. Order backlog stood at € 183.4 million at the end of the financial year
(previous reporting date: € 202.7 million).



Material prices were less volatile and the ratio of material expenditure in relation to
total output decreased from 51.8% to 50.2 %. In contrast, the ratio of personnel
expenditure rose from 24.9% to 27.2 %. Not even those companies that had been
particularly affected by drops in demand in 2013 cut a significant number of jobs.
Recruiting, retaining and developing qualified employees is a crucial strategic task
that will continue to become more important in the future. We will therefore retain
our core staff for as long as the company’s perspectives are positive. For this reason,
we accept temporary margin downturns in the interests of GESCO Group’s long-term
success. To a certain extent, fluctuations in the order situation can be compensated
by hiring temporary employees; however, in view of the highly specialised technical
nature of our companies, this remains a limited option.

Earnings before interest, taxes, depreciation and amortisation (EBITDA) fell from
€ 51.8 million to € 48.7 million year on year. Depreciation and amortisation rose at a
significantly faster rate than sales, totalling € 16.7 million (previous year: € 14.4 million)
due to the considerable investments made in the reporting year and in previous
years as well as the effects of first-time consolidation of the companies acquired
between December 2011 and July 2012. Consequentially, earnings before interest
and taxes (EBIT) fell more sharply than EBITDA in percentage terms to € 32.0 million
(€ 37.3 million). Following an improvement in the financial result from € -3.5 million
to € -3.0 million, a slightly lower tax rate and lower minority interest in incorporated
companies, Group net income after minority interest amounted to € 18.1 million
(€ 20.9 million). Earnings per share pursuant to IFRS came in at € 5.45 (€ 6.30).

In terms of sales, these figures are at the upper end of our original business plan,
whereas earnings did not quite reach the lower end of our original guidance. At the
accounts press conference on 11 June 2013, we forecasted Group sales of between
€ 435 million and € 450 million and Group net income after minority interest of between
€ 18.5 million and € 20.5 million. In the quarterly reports, we went into more detail on
this forecast and finally communicated a sales target of € 450 million in the report for
the third quarter in February 2014 and anticipated Group net income after minority
interest of slightly below € 18 million. The figures slightly exceeded our latest guidance.

Sales and earnings by segment

Detailed segment reporting included in the consolidated financial statements is divided
into the operating segments tool manufacture and mechanical engineering, plastics
technology as well as the segments GESCO AG and other/consolidation. As neither the
GESCO AG segment nor the other/consolidation segment generates material sales or
earnings from operating activities, they are not included in this analysis.
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66 % (65%)

Germany

Against the backdrop of a difficult market environment, sales in the tool manufac-
ture and mechanical engineering segment increased by 2.6 % to € 423.9 million
(€ 413.3 million). With earnings generally under pressure and a significant rise in
depreciation and amortisation, EBIT fell to € 36.2 million (€ 44.0 million). Incoming
orders amounted to € 403.7 million compared to € 414.5 million in the previous
year’s period.

The significantly smaller plastics technology segment recorded favourable devel-
opment in the past financial year, with sales increasing by 9.2 % to € 29.1 million
(€ 26.6 million). EBIT amounted to € 4.6 million compared to € 4.4 million in the previ-
ous year’s period. Incoming orders rose sharply from € 24.4 million to € 31.5 million.

Sales by region

At 34 %, the export ratio for the Group remained almost unchanged over the previous
year’s figure of 35%. The share of European and non-European exports likewise
did not manifest any significant changes. Significant non-European markets in the
reporting period were China and the United States.

As many customers of our subsidiaries are export-driven, GESCO Group also likely has a
significant amount of indirect exports which, of course, cannot be precisely quantified.

Setter (91 %), SVT (87 %), Kesel (73 %) and MAE (52 %) had particularly high direct
export ratios in the reporting year.
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Sales by customer sector

GESCO AG considers the diversification of customer sectors as a key element of its
risk mitigation process. As a result, GESCO Group supplies a large variety of indus-
tries, which makes it less dependent on economic developments in specific sectors.

The acquisition of three tool manufacturers between December 2011 and July 2012
has increased the proportion of passenger car and commercial vehicle manufacturing.
However, these are primarily capital goods; the Group-wide proportion of supplies of
series parts to the automotive industry is below 5 %.

FINANCIAL POSITION

CAPITAL STRUCTURE

The Group has a strong equity base and sufficient liquidity, which could be easily
increased by taking out additional loans, if necessary. The net bank debt to EBITDA
ratio is very low, coming in at 1.2. Goodwill amounts to merely € 12.4 million, or 7.0 %
of equity. The overall balance sheet structure continues to be very healthy. To this end,
GESCO Group is on a solid financial footing for internal and external growth.

On the liabilities side, equity rose to € 176.6 million (€ 166.5 million) due to the
year’s result. Consequently, the equity ratio remains at a high level of 46.5 % (46.6 %)
despite the rise in total assets. Current and non-current liabilities to financial institu-
tions increased in total to € 96.9 million (€ 78.8 million), which was partly attributable
to financing required for investments in property, plant and equipment as well as to
the acquisition of Eitel Presses.

INVESTMENTS

We consider future-oriented technical equipment to be a key competitive factor for
the success of our subsidiaries. Regularly investing in fixed assets and contemporary
information technology, and in particular systems for efficient production planning
and control, are in our view equally essential.

We also announced at the accounts press conference in June 2013 that we planned
to invest a record figure of approximately € 30 million in GESCO Group in financial
year 2013/2014. Half of this amount goes into the usual level of replacements and
optimisation measures, and half is used for extraordinary investments resulting from
growth potential or special opportunities at individual subsidiaries. Owing to delays
in regulatory approval processes, investments in property, plant and equipment and
intangible assets amounted to € 28.3 million (€ 22.4 million). We are making use of
the extremely attractive financing terms and conditions currently on offer. Regardless
of short-term economic development, these strategic investments in real estate and
technical equipment will strengthen the Group’s sustainable performance.



The main focuses of investment in the tool manufacture and mechanical engineering
segment included Dorrenberg Edelstahl GmbH, which, besides investing in furnace
technology, acquired factory premises in Gummersbach-Dieringhausen, modernising
and equipping the facility with high-performance saws. This new capacity serves
to meet the dynamic development of the company’s special steel division. MAE
Maschinen- und Apparatebau Gétzen GmbH continued the extensive new building
measures that it commenced in 2011 with the construction of a new assembly facility.
Franz Funke Zerspanungstechnik GmbH & Co. KG, Modell Technik GmbH & Co.
Formenbau KG, Werkzeugbau Leipzig GmbH and Paul Beier GmbH Werkzeug- und
Maschinenbau & Co. KG, among other companies, made investments in state-of-the-
art, high-performance machining centres.

In the plastics technology segment, AstroPlast Kunststofftechnik GmbH & Co. KG
acquired a plot of land in Meschede in the course of strategically modernising its
portfolio and expanding its capacity and has begun constructing logistics and production
buildings on the site.

Due to the investments made in previous years, depreciation on property, plant and
equipment and amortisation on intangible assets increased from € 14.4 million to
€ 16.7 million in the reporting year.

LIQUIDITY

Liquidity amounted to € 38.8 million (€ 36.5 million) as at the reporting date
31 March 2014. A dividend of € 8.3 million for the financial year 2012/2013 was paid
in the reporting period. At year-end, the Group had access to approved credit lines
totalling € 38.2 million, none of which had been utilised. The Group was able to meet
its payment obligations at all times.

While there was a decline in earnings and higher depreciation and amortisation, cash
flow for the year remained virtually unchanged, increasingly only marginally from
€ 36.2 million in the previous year to € 36.6 million. Cash flow from ongoing busi-
ness activity decreased from € 29.4 million to € 24.0 million year on year. Although
the increase in inventories, trade receivables and other assets was significantly lower
than in the previous year, this was compensated for by a marked decrease in trade
payables and other liabilities.
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ASSETS

Total assets increased by 6.3% to € 379.9 million compared to the previous year
(€ 357.5 million). Non-current assets rose by 10.2 % to € 146.4 million (€ 132.9 million).
The main reasons for this increase are the acquisition of Eitel Presses Inc. as well
as the significant investments in property, plant and equipment. Current assets were
3.9% higher year on year, increasing from € 224.7 million to € 233.6 million. This
rise was primarily attributable to trade receivables, which increased to € 65.5 million
(€ 53.1 million). The capitalisation ratio increased from 28.4 % to 30.2 % year on year.
The ratio of long-term capital to non-current assets amounts to 1.8 (1.9).




NON-FINANCIAL PERFORMANCE INDICATORS

ENVIRONMENTAL PROTECTION

The obligation to protect the environment, even beyond legal regulations and require-
ments, is firmly anchored in the self-image of GESCO Group. This applies to production
as well as the life cycle of products up to the point of recycling.

By aligning development and production to comply with environmental issues, the
companies are opening up attractive opportunities in the market. After all, saving
resources and energy are key selling points in these times of rising energy and raw
materials prices. However, not only products are relevant in terms of the environment.
Construction projects at GESCO Group also take into account energy aspects so as to
reduce follow-up costs and emissions. As in the previous year, numerous options in
the field of alternative energies for saving energy and generating power were analysed
in terms of their technical feasibility and cost-effectiveness during the reporting year.
However, when analysed in detail, it quite often emerges that such projects are not
economically viable or cannot be reliably planned. The German renewable energy levy
(EEG) on self-generated power is a good example of this.

EMPLOYEES

We are convinced that technically competent, motivated and loyal employees who
identify with their employer represent a key strength of SMEs. That is why training
and continuing education is extremely important within the Group.

As at the reporting date, the Group employed 2,360 people compared to 2,292 in
the previous year. This slight increase is due to a moderate increase of the workforce
in some subsidiaries.

In an effort to make personnel costs more flexible, the subsidiaries are introducing
variable remuneration components that are linked to the performance of the company.

In the autumn of 2013, GESCO AG offered all Group employees the opportunity to buy
shares in the company at favourable terms under its 16th employee share scheme.
Roughly 46 % of the Group’s workforce took advantage of this opportunity to make
a personal investment, which was yet again more than in the previous year. The
participation rate has increased steadily in recent years. We also see this as a sign of
confidence in the majority shareholder, GESCO AG.
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lneey,

The subsidiaries use a variety of activities to position themselves as attractive employers.
For example, at the beginning of 2013, Dorrenberg Edelstahl GmbH announced its
fifth competition for students of engineering-related subjects with an emphasis on
materials technology. An expert panel selected four prize winners from the scientific
work submitted. Dérrenberg intends to continue this competition, which now has
an established place in the sector, and has again awarded prizes to four winners in
February 2014.

Several subsidiaries cooperate with universities and other educational facilities to
tap new talent, especially engineering science graduates. Haseke GmbH & Co. KG,
for instance, has continued its cooperation with the technical school in Stadthagen
(Technikerschule Stadthagen), offering students at universities of applied sciences
specialised work placements, and has established a dual course of industrial engineer-
ing studies in cooperation with the Minden campus of the FH Bielefeld University of
Applied Sciences. Paul Beier GmbH Werkzeug- und Maschinenbau & Co. KG now
offers a dual course of studies in mechanical engineering with an industrial mechanic
apprenticeship in cooperation with the University of Kassel. Frank Walz- und Schmiede-
technik GmbH also now offers a dual training programme. In addition, Frank Walz- und
Schmiedetechnik GmbH has taken on the role of a model company together with other
partners in the “Gute Arbeit und gutes Leben” project (Good Work, Good Life). The
main focus of the project is to find solutions to the challenges of demographic change.



As part of the “Unternehmen der Region und Schulen — KURS” initiative, a cooperative
network of companies and schools, Dérrenberg has concluded a cooperation agree-
ment with the secondary school in Engelskirchen. The initiative aims to dovetail the
worlds of school and work and to offer students more support in the transition from
education to professional life.

Haseke GmbH & Co. KG has set an example in the field of social inclusion. As part
of the instrument of assisted employment, a young man with learning disabilities was
offered an employment opportunity in the manufacturing process. For two years, he
went through an individual training plan that introduced him to the production pro-
cesses, all the while assisted by an internal mentor and an external coach. Following
the training period, he started on a permanent employment contract on 1 July 2013.

3. OTHER INFORMATION

REMUNERATION REPORT

Remuneration for Executive Board members comprises three components: a fixed and
a variable, performance-related component as well as a component with long-term
incentive. This remuneration structure remained unchanged during the reporting year.

The fixed component comprises annual base salary, additional benefits (mainly the
private use of company vehicle and medical care) and pension commitments.

The variable component is calculated as a performance-related bonus, which is
geared towards the Group's net profit after minority interest. It is capped at twice the
annual base salary. As the bonus is linked to Group earnings, it may not be paid out
at all in certain cases. If Group earnings after minority interest are negative, in other
words the company has made a loss for the year, this loss is carried forward to the
next year and reduces the measurement base for the bonus. If Group earnings after
minority interest are negative in the expired financial year prior to the Executive Board
member leaving or in the same year that the member leaves, the Executive Board
member shares in the loss.
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Remuneration components with long-term incentives are stock options issued to
Executive Board members based on the approved stock option programme. The
stock options are issued in yearly tranches at an exercise price corresponding with
the average XETRA closing price of the GESCO share on the ten consecutive stock
exchange trading days after the Annual General Meeting in the year the options are
issued. The options are issued within one month after the Annual General Meeting.
The stock option programme is designed so that Executive Board members have to
contribute GESCO shares acquired with their own private funds, which may not be
resold for the duration of the waiting period. Ten options can be purchased for each
share. The waiting period is four years and two months after the option is issued;
after the end of the waiting period, the options may be exercised at any time up to
15 March of the year after next. If and how many options can be exercised depends
on the achievement of an absolute and relative performance target. The absolute per-
formance target is met when the price of the GESCO share has developed positively at
the time the option is exercised. The relative performance target is met when the price
of the GESCO share has outperformed the SDAX at the time the option is exercised. If
both targets are met, the Executive Board members are able to exercise all their options.
If the absolute but not the relative target is reached, the Executive Board members
can exercise only 75 % of their options while the remaining 25 % expire completely
without recourse. One option entitles the holder to acquire one GESCO share. If neither
targets are met at the time of exercise, all options of the corresponding tranche expire
completely without recourse. The maximum gain of the Executive Board members is
capped at 50 % of the exercise price.

In 2013, the Supervisory Board decided that the existing stock option programme
will be continued in the form of a virtual stock option programme in the future. Until
then, any gains resulting from the programme could be paid out to participants in
cash based on the allocation of GESCO share options or the calculated gain. Now, it
is possible to have gains paid out either half in cash and half in GESCO shares, or the
full amount paid out in cash. However, in the event that the full amount is paid out in
cash, Executive Board members are required to purchase GESCO shares valued at
least half of the amount paid.

The Supervisory Board of GESCO AG initiated another tranche in July 2013. A total
of 20,200 options were issued to members of the Executive Board and management
employees of GESCO AG. Non-cash expenditure under this programme is determined
using a common binomial model, recorded in earnings and recognised in other provi-
sions. The model assumes volatility of 34.54 % and a risk-free interest rate of 0.97 %;
the exercise price of the options issued in July 2013 is € 71.93. The fair value per
option on the issue date is € 8.94.



The pension commitment (including widow and orphan benefits of 60 % and 30 %)
of Executive Board members amounts to a specified percentage of the annual base
salary paid prior to retirement. The actual percentage calculated for each Executive
Board member includes two components: a basic percentage of 10 % of the annual
base salary paid prior to retirement after a waiting period of five years, and an additional
0.5 % increase of the basic percentage for each completed working year.

Remuneration for the Supervisory Board consists of a fixed salary plus a fixed payment
for each Supervisory Board meeting. In addition, each member of the Supervisory
Board receives performance-based remuneration calculated as a fixed percentage of
Group net income. The Chairman of the Supervisory Board receives twice the amount
and the Deputy Chairman of the Supervisory Board receives one and a half times the
amount of fixed remuneration.

TAKEOVER-RELATED DISCLOSURES

Disclosures under Section 315 para. 4 of the German Commercial Code (HGB)

The share capital of GESCO AG is € 8,645,000 and is divided into 3,325,000 registered
shares. Each share is granted one vote in the Annual General Meeting. The Executive
Board is not aware of any restrictions on voting rights or on the transfer of shares.

According to Sections 76 and 84 of the Stock Corporation Act (AktG) and Section 6
para. 1 of the Gesco AG Atrticles of Association, the Executive Board consists of one
or more persons. Pursuant to Section 6 para. 2 of the Articles of Association and in
accordance with legal regulations, the Supervisory Board appoints and dismisses the
Executive Board and establishes the term of service and the number of members.
The Supervisory Board may also appoint substitute members. According to Section
17 para. 1 of the Articles of Association, resolutions are passed by the Annual General
Meeting with a simple majority of the votes cast, unless binding regulations state
otherwise; where the law requires a capital majority in addition to a majority of votes
cast, resolutions are passed with a simple majority of the share capital represented
when the resolution is voted on. In accordance with Section 17 para. 2 of the Articles
of Association, the Supervisory Board has the right to make amendments to the Articles
of Association that affect only the wording.

Share issue and repurchase

The Annual General Meeting on 30 August 2012 authorised the Executive Board to
increase the company'’s share capital once or several times by a total of € 864,500.00
until 29 August 2015 with the consent of the Supervisory Board by issuing new
registered shares in exchange for cash. Subscription rights may be excluded in certain
cases. No use of this authorisation has been made to date.
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The Annual General Meeting on 2 September 2010 authorised the company to acquire
up to ten out of every hundred shares of the share capital until 1 September 2015
under consideration of own shares already held. Subject to the approval of the Super-
visory Board and under certain conditions, the Executive Board is also authorised to
dispose of the acquired shares in a manner other than via the stock exchange or by
offering them to all shareholders, to use them for the purpose of acquiring companies
or investments, or to retract some or all of them. The Executive Board has not made
use of this authorisation to date. The company acquired a small number of treasury
shares for the annual employee share scheme within the scope of a share acquisition
pursuant to Section 17 para. 1 sentence 2 AktG. GESCO AG held 237 treasury shares
as at the reporting date.

Shareholdings of more than 10 %
Entrepreneur Stefan Heimoller, Germany, held approximately 13.6 % of the shares
in GESCO AG as at the reporting date. The Annual General Meeting on 25 July 2013

elected Mr. Heimdller to the Supervisory Board. Stefan Heiméller replaced the Supervisory
Board member Willi Back, who stood down at the Annual General Meeting in 2013.

CORPORATE GOVERNANCE
AND DECLARATION OF COMPLIANCE

The Corporate Governance Report and Declaration of Compliance in accordance with
Section 289a HGB are available on the company website at www.gesco.de.

4. EVENTS AFTER THE REPORTING DATE

No significant events occurred after the end of the reporting period.




5. OUTLOOK, OPPORTUNITY AND RISK REPORT
OUTLOOK

Given the subdued performance of the economy in 2013, the leading economic
research institutes predicted 1.9 % GDP growth for 2014 in their spring report.
This growth will be driven primarily by rising domestic demand. The VDMA expects
production to rise by 3 %. At the time the association released its forecast of a signifi-
cant increase in December 2013, however, this was not based on the actual level of
incoming orders, but on leading economic indicators, such as the Ifo Business Climate
Index. The VDMA expects domestic business to provide the greatest momentum,
while it anticipates that demand from the emerging markets will be rather restrained.
The GKV's outlook for 2014 is very optimistic and considers sales growth of between
4% and 5% percent to be possible. However, the VDMA and GKV published their
forecasts before the political crisis in the Ukraine escalated.

For GESCO Group as a whole, we expect to see a slight increase in Group sales and
anticipate Group net income after minority interest to remain stable or rise slightly in
the new financial year 2014/2015.

Positive signals have been emerging from several areas in the Group since the end
of 2013. For example, demand from China, which in some areas had almost come
to a complete standstill in 2013, has picked up again. Furthermore, the wide-scale
reluctance to investment appears to be subsiding, particularly among the major
automotive suppliers. In addition, the special steel business of our largest subsidiary,
Dorrenberg Edelstahl GmbH, a typical early indicator for the development of the German
capital goods industry, has been looking very positive since the beginning of 2014.
Coupled with the favourable prospects already mentioned, these developments give us
grounds for cautious optimism for the new financial year. However, German industry
sentiment is definitely still on the whole restrained. Many entrepreneurs regard the
structural problems of the eurozone as still unsolved, and they are highly sceptical
about the energy transition and concerned about the political uncertainties around
the globe. Massive political upheavals, such as in relation to Russia and leading to
wider economic sanctions are bound to have an adverse effect on business in the
German industrial sector.

The statements on future development made in the outlook are based on assumptions
and estimates that were available to GESCO AG at the time this report was created.
These statements are subject to risks and uncertainties, meaning that the actual
results may differ from those originally expected. Therefore, we assume no liability
for the information presented.
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OPPORTUNITY AND RISK MANAGEMENT

RISK MANAGEMENT SYSTEM

GESCO Group’s concept is designed to recognise, evaluate and seize opportunities on
the national and international markets on the one hand while identifying and limiting
risks on the other. Managing risks and opportunities is ultimately an ongoing business
process. GESCO Group is structured in a way that ensures negative developments
for specific companies do not place the entire Group at risk. This is why we largely
forego the use of instruments such as cash pooling or guarantees and contingencies.

The analysis of opportunities and risks is especially important when acquiring companies.
GESCO AG generally acquires companies in the tool manufacture and mechanical
engineering and plastics technology segments. In order to reduce its dependency on
the cycles of individual segments and markets, GESCO AG attaches great importance
to a diversified customer base. Accordingly, new companies that help broaden the
spectrum of the customer base are of particular interest.

Since information asymmetry between buyer and seller is unavoidable in the course
of company acquisitions, every purchase involves risks. The retirement of the existing
owner-manager and the appointment of a new managing director are some of the critical
aspects of succession planning. The risk lies in finding a suitable new managing director
who can live up to expectations. On the other hand, replacing the management is also
an opportunity to give new momentum to the company.

Prior to a purchase, companies are subjected to a due diligence assessment in order
to identify the risks associated with any company acquisition to the extent that these
are recognisable. In particular, the level of earnings used to establish a purchase
price and respective company budgets are critically evaluated. When the expectations
of buyer and seller regarding the future earnings potential of the acquisition target
diverge, an earn-out agreement is an appropriate method for sharing the risks and
opportunities of future developments.

Following acquisition, companies are rapidly integrated into GESCO Group’s planning,
reporting and financial controlling system, as described in the “Management system”
section. In addition, the companies are integrated into GESCO Group’s software-assisted
risk management system. Risks and classification thereof are assessed by estimating
the effects on a subsidiary’s earnings and their probability of occurrence. Risks are
reported monthly by the subsidiaries, while high risks are reported to GESCO AG ad hoc.



In order to mitigate procurement risks, subsidiaries attempt to enter into framework
agreements with suppliers so as to obtain security for their planning or to conclude
flexible price agreements with customers and suppliers. Companies in GESCO Group
and wide sections of German industry alike are faced with the uncertainties concerning
the future development of the energy transition. This concerns both security of supply
as well as costs.

Trade receivables are largely covered by credit insurance. Subsidiaries analyse the
situation of relevant uninsurable customers and define further action to be taken,
usually in direct discussion with customers. Significant, uninsured risks must always
be discussed with GESCO AG. This is of course always a balancing act between attempt-
ing to limit risks and the need to take advantage of entrepreneurial opportunities and
retain customers.

Overall insurance coverage for GESCO Group is regularly evaluated in order to ensure
sufficient protection under adequate terms and conditions.

Currency risks from the operating business are generally hedged for significant orders.

Based on current knowledge, we are not aware of any financing and/or equity
bottlenecks for our Group. In order to limit the interest rate risk, we have used interest
rate swaps for part of the variable interest rate financing and thus exchanged each
floating rate with a fixed rate. We expect interest rates to remain low in financial
year 2014/2015. GESCO Group works with around two dozen different banks and is
therefore not dependent on any one institution. We currently see no need to increase
our equity base further.

There were no material changes to the tax situation in financial year 2013/2014. We
are also not aware of any developments with regard to legal conditions that would
have a significant impact on the Group. It is also important to note that the number
of taxation and legal changes results in significant administrative costs for GESCO AG
and our subsidiaries. Such changes ultimately need to be assessed at least in terms
of their relevance.

78



79 GESCO 2013/2014

The biggest risks typically arise from the operating business. As an industrial Group
whose business is based to a notable extent on direct and indirect exports, we are
significantly affected by economic fluctuations in Germany and abroad. Our diversi-
fication strategy, particularly in the customer sectors, is aimed at offsetting economic
fluctuations in individual branches of industry and therefore reducing the risks arising
from economic cycles. We currently see the greatest risks for our operating business,
not only in GESCO Group, but also in broad sections of German industry, to be those
resulting from the ongoing structural problems in the eurozone as well as the risks of
political developments, particularly in Ukraine. These macroeconomic factors continue
to have a negative impact on the investment propensity of our customer groups and,
should these problems escalate further, could have a material negative impact on
economic development.

There are also risks typically associated with the business model, particularly relating
to construction of special machinery, tool manufacturing and plant construction. In
this regard, the various Group companies are continually confronted with customer
requirements, which can only be calculated to a limited extent in advance in terms
of the time and costs involved to fulfil them from a technical standpoint, so that there
is a risk of making losses on contracts. On the other hand, these can be regarded
as opportunities, since challenging customer projects frequently result in innovative
approaches that can lead to marketable product innovations.

As in many parts of German industry, there continues to be a risk of uncertainty in
the ability of companies to find and retain sufficient qualified employees in the future.
Demographic change will continue to worsen this situation. GESCO Group companies
meet this challenge with various measures in order to position themselves as an
attractive employer in their respective region. More detailed information on this can
be read in the “Employees” section of this Group management report.

We are not currently aware of any risks that could endanger or significantly affect
survival of GESCO AG and the Group.

Wuppertal, 26 May 2014

The Executive Board

Robert Spartmann Dr.-Ing. Hans-Gert Mayrose
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AUDITOR'S REPORT

We have audited the consolidated financial statements prepared by GESCO AG comprising the balance sheet, income
statement, statement of comprehensive income, statement of changes in equity, cash flow statement and the notes to the
consolidated financial statements, together with the Group management report for the financial year from 1 April 2013
to 31 March 2014. The preparation of the consolidated financial statements and the Group management report in
accordance with IFRS, as adopted by the EU, and the additional requirements of Section 315a para. 1 of the German
Commercial Code (HGB) are the responsibility of the legal representatives of the company. Our responsibility is to
express an opinion on the consolidated financial statements and on the Group management report based on our audit.

We conducted our audit of the consolidated financial statements in accordance with Section 317 of the German
Commercial Code (HGB) and generally accepted German standards for the audit of financial statements promulgated
by the Institut der Wirtschaftsprufer (IDW — Institute of Public Auditors in Germany). Those standards require that we
plan and perform the audit so that material misstatements affecting the presentation of the assets, financial position
and earnings in the consolidated financial statements in accordance with the applicable financial reporting framework
and in the Group management report are detected with reasonable assurance. Knowledge of the business activities
and economic and legal environment of the Group as well as expectations as to possible misstatements are taken into
account in the determination of audit procedures. The effectiveness of the accounting-related internal control system
and the evidence supporting the disclosures in the consolidated financial statements and the Group management
report are examined primarily on a test basis within the framework of the audit. The audit includes assessing the
annual financial statements of those entities included in consolidation, the determination of entities to be included
in the consolidation, the accounting and consolidation principles used and significant estimates made by the legal
representatives, as well as evaluating the overall presentation of the consolidated financial statements and the Group
management report. We believe that our audit provides a reasonable basis for our assessment.

Our audit did not lead to any reservations.

In our opinion, based on the findings of our audit, the consolidated financial statements comply with IFRS as adopted
by the EU and the additional requirements under German commercial law pursuant to Section 315a para. 1 of the
German Commercial Code (HGB) and give a true and fair view of the assets, financial position and earnings of the
Group in accordance with these requirements. The Group management report is consistent with the consolidated
financial statements and as a whole provides a suitable presentation of the Group’s position and the opportunities and
risks of future development.

Wuppertal, 26 May 2014
Dr. Breidenbach und Partner GmbH & Co. KG
Wirtschaftsprifungsgesellschaft

Steuerberatungsgesellschaft

(Dr. Wollenhaupt)  (Wendlandt)
Auditor Auditor
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REPORT FROM THE SUPERVISORY BOARD
2013/2014

In financial year 2013/2014, GESCO Group performed solidly in a subdued economic climate, even if the results
did not match those seen in the previous year. Thanks to the acquisition of Eitel Presses Inc.’s business operations,
our subsidiary MAE Maschinen- und Apparatebau Goétzen GmbH was able to take an important strategic step in
the US market.

In this report, the Supervisory Board provides information about its activities in financial year 2013/2014. The main
topics are its continuous dialogue with the Executive Board and the audit of the annual financial statements and
consolidated financial statements.

COOPERATION BETWEEN THE EXECUTIVE BOARD AND THE SUPERVISORY BOARD

Throughout the reporting year, the Supervisory Board observed the control and advisory tasks incumbent upon it in
accordance with German law and the Articles of Association. These tasks included the regular exchange of informa-
tion with the Executive Board and the supervision of the company’s management with regard to its legality, regularity,
expediency and economic viability. The Supervisory Board was directly involved in all decision-making of fundamental
importance to the company. The financial position of GESCO AG and the subsidiaries as well as the internal and external
development of the Group were discussed in detail. The Executive Board regularly briefed the Supervisory Board both
in writing and verbally, promptly and comprehensively on all relevant issues of corporate planning and its strategic
development, on the course of transactions, the position of the Group and the individual subsidiaries including the risk
situation, as well as on risk management and compliance. The Supervisory Board was also briefed in detail between
meetings in the form of written reports on all projects and plans which were of particular importance to the Company.
The Supervisory Board received detailed reports of the internal control and risk management system from the GESCO AG
employee responsible for these areas at its four regular meetings. As scheduled, the Supervisory Board engaged with
the structure and content of this system. In all cases, the members of the Supervisory Board dealt closely with the
reports presented to it and contributed its own recommendations.

Detailed annual plans of selected subsidiaries were submitted to the Supervisory Board and discussed with the
Executive Board. Deviations in the course of business from the respective annual plans and objectives were explained
to the Supervisory Board in detail and collectively analysed by both the Executive Board and Supervisory Board. The
members of the Supervisory Board and the Chairman in particular were also in regular contact with the Executive Board
outside Supervisory Board meetings and stayed informed on current trends in the business situation and any significant
business transactions. The Supervisory Board thoroughly investigated the reports and proposals for resolutions from
the Executive Board and, as far as this was required in accordance with legal and statutory provisions, cast its vote.

In order to gain a better understanding of the individual subsidiaries, the Supervisory Board visits one or two sub-
sidiaries per year together with the Executive Board. Major, strategic investments at subsidiaries are also associated
with on-site visits and in-depth discussions. The Supervisory Board also uses the opportunity of a direct exchange of
ideas with the individual managers of subsidiaries of GESCO AG during the management meetings of GESCO Group.
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SUPERVISORY BOARD -

KLAUS MOLLERFRIEDRICH (CHAIRMAN),
ROLF-PETER ROSENTHAL

(DEPUTY CHAIRMAN),

STEFAN HEIMOLLER (L. TOR.)

GESCO AG’s acquisition plans were extensively discussed by the Supervisory and Executive Boards. In the run-up to
an acquisition, target companies are also appraised at their locations by a Supervisory Board member.

In financial year 2013/2014, the Supervisory and Executive Boards discussed the further development of the Group
as part of a separate strategy conference and once again worked together to engage with GESCO Group’s strategic
objectives and their realisation.

ORGANISATION OF THE SUPERVISORY BOARD

The Supervisory Board of GESCO AG consists of the representatives elected by the Annual General Meeting. Supervisory
Board members in the reporting year were Klaus Méllerfriedrich (Chairman), Rolf-Peter Rosenthal (Deputy Chairman)
and Willi Back until the conclusion of the Annual General Meeting held on 25 July 2013. As part of a long-planned
handover to a new generation, about which we informed you in detail last year, Mr Back resigned from his position
effective as at the end of the Annual General Meeting on 25 July 2013. We acknowledged extensively Mr Back’s many
years of work and achievements on behalf of GESCO AG in the Report from the Supervisory Board for the previous
financial year. At this time, | would like to thank him once more on behalf of the entire Supervisory Board for his
successful work and wish to convey to him our best wishes for the rest of his life’s journey. The Annual General Meeting
on 25 July 2013 elected Stefan Heimoéller, Dipl.-Kfm./entrepreneur, to serve as his successor on the Supervisory Board.

The Supervisory Board of GESCO AG has consciously been kept small with three members in order to facilitate efficient
work and intensive discussions both in strategic and detailed issues. The Supervisory Board therefore believes that it
is not sensible or appropriate to create Supervisory Board committees. This also applies to an accounting committee,
whose tasks continue to be carried out by the entire Supervisory Board. Supervisory Board committees were therefore
not created in financial year 2013/2014.
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MEETINGS AND RESOLUTIONS OF THE SUPERVISORY BOARD

A total of ten Supervisory Board meetings took place in financial year 2013/2014. The Supervisory Board’s resolutions
were passed at these meetings. All members of the Supervisory Board attended each of these meetings. The Super-
visory Board discussed and, if required, passed resolutions on the following issues:

Meeting of 24 May 2013:
Internal control system, current economic performance of GESCO Group, audit of annual financial statements and
consolidated financial statements as at 31 March 2013

Meeting of 28 May 2013:
Approval of financial statements

Meeting of 12 July 2013:
Internationalisation of Dérrenberg Group

Meeting of 22 July 2013:
Internal control system, current economic performance of GESCO Group, preparations for the Annual General Meeting

Meeting of 07 August 2013:
Consultation on a major strategic investment in a subsidiary

Meeting of 07 October 2013:
Report on the internationalisation of Dorrenberg Group with participation of affected members of management

Meeting of 06 November 2013:
Approval of acquisition

Meeting of 12 December 2013:
Internal control system, current economic performance of GESCO Group, visit to a subsidiary

Meeting of 27 March 2014:
Internal control system, current economic performance of GESCO Group, discussion of outlook

Meeting of 28 March 2014:
Strategic development of GESCO Group, particularly portfolio and acquisition strategy

The Supervisory Board was also briefed in detail between meetings in the form of written reports on all projects and
plans which were of particular importance to the Company.
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CORPORATE GOVERNANCE

The Supervisory Board continuously monitored the development of corporate governance standards. The Executive
Board and the Supervisory Board report on corporate governance at GESCO AG in their joint Corporate Governance
Report, which is also contained in this Annual Report. The Executive Board and Supervisory Board submitted an updated
declaration of compliance in accordance with Section 161 of the German Stock Corporation Act (AktG) in December
2013 and made it permanently accessible to the shareholders on the company’s website. GESCO AG complies with
the recommendations of the Government Committee on the German Corporate Governance Code, with the exception
of the deviations given and explained in the declaration of compliance.

REMUNERATION OF THE EXECUTIVE BOARD

The management report and notes to the consolidated and individual financial statements include detailed information
on the structure of Executive Board remuneration. The Annual General Meeting approved the amended remuneration
system on 2 September 2010 within the frame of a say on pay ruling.

AUDIT OF ANNUAL FINANCIAL STATEMENTS AND
CONSOLIDATED FINANCIAL STATEMENTS

Corresponding to the legal provisions, the auditor selected by the Annual General Meeting on 25 July 2013, Dr. Breidenbach
und Partner GmbH & Co. KG, Wirtschaftsprifungsgesellschaft Steuerberatungsgesellschaft, Wuppertal, was commis-
sioned by the Supervisory Board to audit the annual financial statements and consolidated financial statements on
7 August 2013. The auditor confirmed its independence to us in a letter dated 22 May 2013. Further, the auditor
provided evidence that it is qualified to audit listed companies due to its successful participation in a quality control
audit conducted by the German Chamber of Auditors.

The annual financial statements drawn up for the financial year from 1 April 2013 to 31 March 2014 by the Executive
Board in accordance with the regulations of the German Commercial Code (HGB) and the management report of
GESCO AG were audited by the auditor. The auditor issued an unqualified auditor’s report.

The consolidated financial statements and Group management report of GESCO Group for the financial year from
1 April 2013 to 31 March 2014 were drawn up by the Executive Board and audited by the auditor on the basis of
the International Financial Reporting Standards (IFRS), taking into account Section 315a of the German Commercial
Code (HGB). The auditor furnished the consolidated financial statements and Group management report with an
unqualified auditor’s report.

This year, the focal points of the audit by the auditor for the individual financial statements of GESCO AG were the
valuation of investments, accrual and recoverable amount of receivables from associated companies and the complete-
ness and valuation of other provisions, as well as the determination of tax refund claims, tax provisions and deferred
taxes. The focal points of the audit of the consolidated financial statements were business combinations (purchase price
allocation), impairment of assets including goodwill (impairment test) and management reporting according to DRS 20.
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Prior to the audit, the Chairman of the Supervisory Board and the auditor discussed the focal points of the audit.
The complete financial statements as well as the accompanying auditor’s reports were sent to all members of the
Supervisory Board in good time before the Supervisory Board meeting on 26 May 2014. They were the subject of
intensive discussions in the meeting of the Supervisory Board on 26 May 2014. The auditors were in attendance at
the meeting, reported on the main results of the audits and were available to the Supervisory Board for questions
and additional information. The auditors gave comprehensive answers to all questions from the Supervisory Board.
No objections were raised to the annual financial statements, the management report, the consolidated financial
statements or the Group management report after the final result of the audit carried out by the Supervisory Board.
After its own audit of the annual financial statements, the consolidated financial statements, the management
report and the Group management report, the Supervisory Board approved the result of the audit by the auditor and
accepted the annual financial statements and the consolidated financial statements in the meeting on 28 May 2014. The
annual financial statements of GESCO AG have thereby been adopted. Taking into account the company’s earnings and
financial position as well as the shareholders’ interests, the Supervisory Board endorsed the proposal of the Executive
Board to appropriate the retained profit.

THANKS FOR THE WORK ACHIEVED

The Supervisory Board would like to thank the Executive Board, the managers of the subsidiaries and all GESCO Group
employees for their impeccable loyalty and great commitment in the past financial year. Their work has made a key
contribution to GESCO Group’s success.

Wuppertal, 28 May 2014

Klaus Mallerfriedrich
Chairman of the Supervisory Board

138



FINANCIAL CALENDAR/SHAREHOLDER CONTACT

FINANCIAL CALENDAR

26 June 2014
Annual Accounts Press Conference and Analysts’ Meeting

August 2014
Figures for the first quarter (01.04.-30.06.2014)

28 August 2014
Annual General Meeting in the Stadthalle, Wuppertal

November 2014
Figures for the first half year (01.04.-30.09.2014)

February 2015
Figures for the first three quarters (01.04.-31.12.2014)

25 June 2015
Annual Accounts Press Conference and Analysts’ Meeting

August 2015
Figures for the first quarter (01.04.-30.06.2015)

SHAREHOLDER CONTACT

GESCO AG

Investor Relations
Johannisberg 7

42103 Wuppertal

Germany

Phone +49 0202 24820-18
Fax  +49 0202 24820-49

E-Mail:  info@gesco.de
Internet: www.gesco.de

If you would like to be kept regulary informed, please let us know
and ask to be included on our mailing list.
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ASTROPLAST KUNSTSTOFFTECHNIK
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ASTROPLAST KUNSTSTOFFTECHNIK
GMBH & CO. KG, SUNDERN

DR. WOLFGANG KEMPER,
MANAGING DIRECTOR

STRATEGY AND BUSINESS SEGMENTS

AstroPlast is a specialist for high precision injection-moulded plastics. The company develops,
produces and markets its own range of plastic spools, which are sold to manufacturers of wires,
cables, tapes and optical fibres. AstroPlast also produces customised injection-moulded parts for the
electrical, household appliances and automotive industries as well as the logistics sector. Based on
its high level of technical expertise and its state-of-the-art machine park, AstroPlast has positioned
itself as a consultant and a partner during development for its customers. Large machines with
locking pressure of up to 2,300 tonnes particularly distinguish the company from its competitors.

FINANCIAL YEAR 2013

AstroPlast saw a substantial increase in sales volume, with particularly high demand from the consumer
goods industry and from customers in the market for spools. The company’s export quota of 18.3 %
was only slightly lower than the previous year’s level of 18.8 %.

In early 2013, the company launched a major strategic investment in its next phase of growth by pur-
chasing land in Meschede, where it began construction of logistics and production facilities, followed
by the addition of several injection moul