With the internal control system, the risk management system
and the compliance management system, the Executive Board of
the Nemetschek Group has created a control framework aimed at
achieving appropriate and effective internal control and risk man-
agement. After considering internal control and risk management,
the Executive Board is not aware of any circumstances impairing
the appropriateness and effectiveness of these systems.

Accounting-Related Risk Management and Internal
Control Systems (Process)

The Nemetschek Group’s consolidated financial statements (in
accordance with IFRS) are prepared on the basis of a centrally defi-
ned conceptual framework. This primarily entails uniform require-
ments in the form of accounting policies. An ongoing analysis is
performed to identify the need for any adjustments to the concep-
tual framework necessitated by changes in the regulatory environ-
ment. The accounting departments of the operating units are kept
informed on a monthly basis of relevant matters and deadlines in
connection with accounting and the preparation of financial state-
ments. The financial data reported by Nemetschek SE and its sub-
sidiaries form the data basis for preparing the relevant financial
statements. Most of the Group companies’ financial data is prepa-
red by local accounting departments. In addition, other accounting
activities, such as governance and monitoring activities, may gene-
rally also be pooled at the regional level. In certain cases, such as
valuations of complex remuneration or in connection with business
combinations, external service providers are also consulted.

The financial statements are prepared in the consolidation system
on the basis of the financial information reported by the local
accounting departments. The steps required for the preparation of
the financial statements undergo manual as well as system-based
checks.

The qualifications of employees involved in the accounting process
are ensured by means of appropriate selection processes and trai-
ning. The “dual-control principle” is generally applied. In addition,
financial information must pass through certain predetermined
approval processes. Further control mechanisms include target/
actual comparisons and analyses of the content and changes in the
individual items of the financial information reported by Group units
and the consolidated financial statements.

Access rights are defined in the accounting-related IT systems in
accordance with our information security policy to prevent unautho-
rized access. The above-mentioned manual and system-based
checks are also applied to the transfer of the financial information
prepared in accordance with the International Financial Reporting
Standards (IFRS) for inclusion in the annual financial statements of
Nemetschek SE.

REPORT ON RISKS AND OPPORTUNITIES

There is a quarterly internal certification process, in which mem-
bers of various management levels, supported by confirmations
from the management of units in their area of responsibility, con-
firm the correctness of the financial data reported to the Group
headquarters and the reports on the effectiveness of the corre-
sponding control systems.

The Audit Committee is involved in the accounting-related ICS, see
<< Governance >>.

6 Report on Risks and Opportunities

Risk and Opportunity Management System

In the face of ever faster market changes, mounting uncertainties,
the growing complexity of internationally disparate conditions and
swift technological progress, coupled with dynamic growth and
capital spending in the markets addressed by the Nemetschek
Group, business decisions increasingly depend on a reliable
assessment of potential risks and opportunities.

As a global software company with a broad product portfolio,
Nemetschek is exposed to risks and opportunities that may vary
depending on the division, industry and region. Its corporate poli-
cy is geared towards utilizing opportunities, leveraging and
expanding potential for success and avoiding, minimizing or off-
setting the associated risks as far as possible. The aim is to pre-
serve entrepreneurial flexibility and financial solidity, to increase
the company’s enterprise value on a sustainable basis and thus
to safeguard the Group’s long-term viability.

The risk and opportunity management process aims at systema-
tically identifying any changes to the Group’s viability at an early
stage and addressing any risks jeopardizing its ability to manage
its success. It follows the “three lines of defense” model.

As risk and opportunity management is integrated within Cor-
porate Controlling for organizational purposes, it is aligned with
the planning and reporting processes and their criteria. In addi-
tion, steps are taken to ensure that risks arising from business
operations are evaluated across the Group on the basis of uni-
form quantitative and qualitative criteria and categories for the
purpose of greater comparability. In contrast to the previous
year, opportunities were not quantified, as strategic opportuni-
ties are the subject of the company‘s aspiration. However,
opportunities are recorded, discussed and assessed, but not
explicitly quantified individually for internal management purpo-
ses. This is generally only done when an opportunity is deemed
sufficiently worthy of investment and is considered in corporate
and financial planning.

©
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The Nemetschek Group’s risk and opportunity profile is updated,
documented and conclusively recorded on a quarterly basis. This
applies to strategic risks and opportunities relevant for the Group
as well as to operational opportunities and risks at brand level.
Risk owners are designated for all risks and opportunities that are
identified and classified as relevant.

Relevant material risks are transferred, limited or mitigated
through appropriate measures. Where appropriate and feasible,
risks are also transferred by means of insurance.

The Supervisory Board is regularly informed of the main identified
risks and opportunities of the Nemetschek Group as well as the
appropriateness and effectiveness of the risk and opportunity
management system.

Risk Evaluation and Reporting
The Nemetschek Group’s risk management comprises the follo-
wing elements:

» Risk identification: Definition of risk areas and identification
of significant strategic and performance-related risks

» Risk assessment: Standardized assessment and evaluation
of the risks and opportunities identified by means of uniform
assessment procedures, taking into account their probability
and the extent of potential loss

» Risk aggregation: Analysis of the overall risk position

» Risk control: Measures to manage risks with the objectives of
avoiding, reducing and transferring risks

» Risk monitoring: Monitoring the risks of early warning indica-
tors

» Risk Reporting: Regular reporting, at least quarterly, as well
as on an ad-hoc basis to the responsible functions and com-
mittees ensures transparency and good corporate gover-
nance.

RISK CLASSIFICATION MATRIX

Risks are systematically identified and, where applicable, asses-
sed. The risks that have been identified are quantified, classified
and assigned to the following five categories:

» Market Risks

> Operational Risks

> Legal, Tax and Compliance Risks

> |T and information security risks as well as

> Financial Risks

In view of their growing importance, IT and Information Security
risks were combined in a separate category in the course of 2023
and also reported separately.

In order to take suitable measures to deal with risks that could
threaten the continued existence of the Nemetschek Group, any
risks identified are evaluated and then classified on the basis of their
estimated likelihood of occurrence and the extent to which they are
expected to affect the earnings, financial position, net assets and
reputation of the Nemetschek Group.

The following ranges of the possible extent (after mitigation) are in
relation to the sustainable and profitable growth and the financing
situation of the Nemetschek Group.

> EUR 50.0 million
Very high

> EUR 20.0 million < EUR 50.0 million
High

> EUR 10.0 million < EUR 20.0 million
Medium

> EUR 5.0 million < EUR 10.0 million
Low

0.0 £ 5.0 million

Very low

A Severity Probability of » <10% >10% < 25% >25% < 50% >50% < 75% >75% < 100%
materialization Very high High Medium Low Very low



The main risks for the Group including their estimated likelihood
of occurrence and their potential extent are set out below. The
four segments of the Nemetschek Group have a similar risk and
opportunity profile and are therefore not presented separately.
The risks listed below relate to the current Group structure as of
the reporting date.

On the basis of the risk reports submitted to the Executive Board
of the Nemetschek Group, the following risk profile applies as of
the reporting date. It summarizes the corporate risks that are sig-
nificant from the Group’s point of view in risk fields with their defi-
ned risk categories:

Likelihood
of Occur-
Risk field Risk category rence Severity
Macroeconomic and
General Conditions medium high
Sector Development medium high
Market risks Competitive Environment low medium
Corporate Strategy very low high
Sales and Marketing very low high
Products, Technologies
and Business Processes medium high
Human Resources high medium
Acquisitions, Venture In-
Operational Risks vestments and Integration low very low
Legal Risks medium very low
Tax Risks high very low
Legal, Tax and Com- Compliance and Gover-
pliance Risks nance Risks low very low
Data Security, Data
Privacy and Information
IT and Information Security low medium
Security Risks Information Security Risks high medium
Liquidity Risk very low very low
Currency Risks high high
Default Risk and Risk
Management medium very low
Financial Risks Interest Rate Risk very high very low

The Nemetschek Group‘s most significant risks across all risk cate-
gories as of the balance sheet date December 31, 2023 are as fol-
lows

» Foreign-exchange Risk
» Macroeconomic and Industry-Specific Market Risks,

» Parts of operational Risks (products, technologies and pro-
cesses as well as human resources), and

» Parts of IT and Information Security Risks

REPORT ON RISKS AND OPPORTUNITIES

None of the individual, business-specific risks arising from operating
business constitutes a risk that is deemed to be material for the
Nemetschek Group in the light of its likelihood and severity. Material
risks are risks that are categorized as “high” or “very high” in terms
of probability of occurrence and extent. In addition, no risks liable to
threaten the Nemetschek Group’s going-concern status either indi-
vidually or in their entirety were identified.

Market Risks

Macroeconomic and General Conditions

The Nemetschek Group is active in various markets and regions.
Business activities are influenced by geographic and sector-specific
economic factors, political and financial changes and the occurren-
ce of natural disasters, geopolitical changes and other global
events. Given the current geopolitical situation, the general conditi-
ons deteriorated over the last year and this led to an increase in
macroeconomic risk.

The ongoing Russian war of aggression, as well as the escalation of
the Gaza-Israel conflict and the resulting war, have no significant
direct impact on the business operations of the Nemetschek Group.
However, indirect consequences such as the energy crisis in Euro-
pe caused by the Russian war of aggression or shifts in public-sec-
tor budgets in favor of military spending planned by different govern-
ments may have an indirect negative impact on the business of the
Nemetschek Group. The regional spread of armed conflicts, which
may lead to the involvement of NATO, as well as any further geopo-
litical upheavals triggered by the existing conflicts could cause a
significant deterioration in the global economic situation and subse-
quently have a corresponding negative impact on global economic
growth and capital spending in the corporate sector.

Nemetschek continually monitors developments in key economies
and the construction and media industries by means of widely avai-
lable early warning indicators such as the market indicator of the
Euroconstruct market institute or the Construction Confidence Indi-
cator (CCl), as well as by analyzing its own marketing situation. The
media and entertainment market is also closely monitored and
events such as the strike by the film industry in the United States are
observed. The highly targeted markets in Europe, North America,
and Asia are continuously analyzed. Thanks to its international busi-
ness orientation, the Nemetschek Group is characterized by broad
risk diversification. Moreover, the individual segments react diffe-
rently to economic cycles in terms of timing. The Design segment
—which accounts for roughly 50% of the Nemetschek Group’s reve-
nue — is positioned at the beginning of the building life cycle and
would be the first to feel the effects of any general economic downs-
wing. The Build segment would only be affected downstream. The
Manage and Media segments target different end clients, which
increases risk diversification. The Manage segment is not directly
dependent on the building process, as the focus in this segment is
on efficiency enhancements in the management of properties. The
Media segment is almost completely isolated from the construction
industry.
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Within the current client structure, there are currently no individual
clients accounting for a material proportion of revenue. The
Nemetschek Group is highly diversified, both in terms of regional
distribution and client mix. At over 76.6% (previous year: 66.4%)
of total revenue, the large proportion of recurring revenue is also a
risk-minimizing factor. The Nemetschek Group’s strategy prioriti-
zes the further expansion of recurring revenue and continued
internationalization, and these aims are systematically pursued on
a long-term basis.

Sector Development

The order situation and the financial strength of the construction
and media industries exert an influence on the investments of these
industries in software solutions and thus on the business perfor-
mance of a material part of the Group.

Long-term growth opportunities are forecast for the construction
and infrastructure industry thanks to global trends such as urbani-
zation and demographic growth. They are joined by long-term
structural growth drivers such as the still low degree of digitization
in the construction industry; the requirements for greater efficien-
cy, time and cost savings along the construction and infrastructu-
re life cycle; growing regulatory requirements — also for the use of
BIM — as well as heightened sustainability and environmental
requirements. The same applies to the media industry, as the
demand for digital content is constantly increasing. However,
growth may weaken and fluctuate in the short and medium term
due to the current macroeconomic situation in the media and
construction industries. In particular, high inflation and the interest
rate hikes by a large number of central banks in response to it are
leaving negative traces on the construction industry. Moreover,
supply chain constraints, the limited availability of some raw mate-
rials, and skilled-labor shortages may prevent the industry from
making full use of its development potential. Global conflicts may
also cause budget re-allocations in individual countries, adversely
affecting construction spending. The overall effect of these factors
may be to reduce earnings in the corporate sector, something that
would dampen corporate spending - including Nemetschek
Group’s products and solutions. In addition, risks may arise from
customer consolidation, such as large media companies, resulting
in changed customer requirements.

The Nemetschek Group continuously monitors the industry-spe-
cific developments in its regional submarkets so that it can
respond to change rapidly. The strategic direction of increasing
the share of recurring revenues, for example, by rolling out sub-
scription models, can counter the risk of clients forgoing invest-
ment. With models like these, clients do not make a single invest-
ment in a license and instead use the relevant software in return
for paying a regular usage fee.

Competitive Environment

The software market is competitive, and characterized by the rapid
pace of technology, and heavy fragmentation. However, for busin-
esses that operate sustainably, this market also offers opportunities.
With the increased use of new technologies, such as artificial intelli-
gence in the construction and media industries, new companies
with strong financial resources can enter the market and quickly
gain a strong market position.

Nemetschek closely monitors the competitive environment and,
with its financial resources, is able to actively shape change in the
industry. This is done through sustainable investments in its own
research and development activities, on the one hand, and through
acquisitions of or investments in start-up companies on the other
hand. Furthermore, entry barriers in both industries are relatively
high due to the complexity of the solutions and client relationships
and proximity.

Operational Risks

Corporate Strategy

The Nemetschek Group pursues an earnings-oriented growth stra-
tegy << 1.2 Growth Drivers, Goals and Strategy >>. Broadly spea-
king, the strategic direction is oriented toward identifying and reali-
zing opportunities for the company. However, risks can also arise in
connection with the corporate strategy and its implementation, and
these risks may negatively impact the company’s earnings, financial
position and net assets.

The Nemetschek Group growth strategy is based on organic
growth initiatives as well as growth stimulus from M&A activities.
If it is not possible to acquire businesses at reasonable prices,
this may adversely affect the implementation of the long-term
growth strategy.

The implementation of the growth strategy also comes with challen-
ges arising from the increasing rate of internationalization. This ele-
ment of the strategy also requires overcoming the barriers to entry
in new regional submarkets, while also developing successful and
efficient sales structures in these and leveraging competitive diffe-
rentiators in the regional submarkets to grow value. If this is not
possible or is delayed, negative effects may arise. The Nemetschek
Group has extensive experience in planning and establishing regio-
nal sales structures. To address specific challenges, it also engages
specialized external consultants, where necessary, to avert or con-
tain the aforementioned risks and the consequences arising from
them.

The Nemetschek Group continuously evaluates existing as well as
new technologies, monitors the market on an ongoing basis and
revises its market assessments on the basis of these findings.



Thanks to its close relationships with its clients, a broad range of
attractive client solutions and its role as a leading innovator, the
Nemetschek Group continuously works on creating attractive and
innovative solutions with many benefits for clients, thus minimizing
the risks arising from the strategic orientation adopted. The Group’s
risk situation changed slightly in the course of the year. Changes
may arise from competitors, mainly as a result of the sharp growth
in the significance of artificial intelligence (Al) and its rapid ongoing
development. The Nemetschek Group sees this development as
harboring opportunities as well as risks which are being closely
observed and actively addressed within the company. For one
thing, the Group has been investing in innovations for years, with a
particular focus on Al. For another, Nemetschek invests in start-ups
in the Al sector to remain close to their development and to bring
the start-ups together with the Nemetschek Group’s existing
brands.

Sales and Marketing

The sales models that the Nemetschek Group offers are based on
the use of expert sales partners, resellers, and qualified employees
with specialist knowledge. In addition to the classic sales channels,
the Nemetschek Group is increasingly relying on e-commerce.

The loss of important sales partners or sales employees could have
a negative impact on the revenue and earnings of the Nemetschek
Group. The brand companies address this risk through careful
selection and training and by motivating sales partners and emp-
loyees through attractive incentive and reward systems.

Sales risks also arise if the brands establish their own sales team or
sales location in regions where a sales partner previously operated
or if sales partnerships are terminated. Such a change may lead to
disagreements with the previous sales partner or adverse client
reactions. However, such scenarios are analyzed in detail before
they are implemented and discussed both internally and with exter-
nal market experts.

Further risks may arise when the product portfolio is modified or
when new forms of distribution, such as subscription/rental models,
are adopted if, when they are launched, the appropriate solutions
do not yet have the degree of market maturity that clients expect.
Nemetschek addresses this risk by preparing market launches
carefully in conjunction with pilot projects involving selected custo-
mers and, if necessary, by quickly adjusting and intensifying its
development activities.

Risks may also arise when new distribution and sales channels,
such as e-commerce offerings (including the Group’s own web
stores), are established. The Nemetschek Group addresses these
risks by engaging in precise planning, comprehensive communica-
tions and careful testing of corresponding changes.

REPORT ON RISKS AND OPPORTUNITIES

Products, Technologies and Processes

In contrast to the previous year, the two risk categories products/
technology and processes have been combined into a single risk. In
an environment characterized by rapid technological progress, pro-
ducts, the technologies used and ongoing development must meet
high demands.

There is a risk that competitors will gain an innovative edge and thus
win clients previously with the Nemetschek Group. Future business
success therefore depends above all on the ability to offer innovative
products that are tailored to clients’ needs. With its organizational
structure, the Nemetschek Group is positioned close to its custo-
mers and market. In this way, it is able to identify changes and
trends at an early stage, evaluate them and take an appropriate
response in such a way that client needs and internal quality stan-
dards can be met. The Nemetschek Group continuously invests
roughly one fifth of its revenue in research and development to avert
product- and technology-based risks as far as possible and to
reduce them to a level tailored to the strategy.

The Nemetschek Group’s software products incorporate third-party
technology in some cases. The loss of or poor quality of the techno-
logy could lead to delays in the delivery of the company’s own soft-
ware and to increased expenses for the procurement of replace-
ment technology or for quality improvement. It addresses this risk
by selecting suppliers carefully and ensuring adequate quality assu-
rance.

Risks may arise if the required and planned process results do not
meet client requirements in terms of time and quality due to insuffi-
cient resources or changes in underlying conditions. The Nemet-
schek Group addresses risks that arise from changes in processes
by implementing structured project management and targeted
communications. Changes are tested at defined milestones and
rework done if necessary. Internal and external experts are also
engaged as needed.

Further risk potential exists in the realignment of the product lines. In
such cases, the Nemetschek Group takes care to intensify the
exchange of information with the clients affected and to compre-
hensively explain the benefits of the realignment or migration.

Human Resources

The software industry is currently facing a growing shortage of qua-
lified employees, particularly in the areas of software development
as well as marketing and sales.

The prevailing shortage has constituted a risk to the sector for many
years. If qualified skilled or management employees were to leave
the Nemetschek Group and no suitable replacement could be
found, this could have a negative effect on business development.
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This is particularly significant if it also results in a loss of expertise. To
recruit and retain employees, the Nemetschek Group offers flexible
working models as well as attractive salaries and working conditi-
ons. In addition, it works very closely with universities, provides
scholarships, and awards doctoral positions to identify young spe-
cialists and to recruit them at an early stage. Moreover, the compa-
ny aims to offer its employees an attractive workplace, appealing
development opportunities, and consequently a bond between the
employees and the company.

Acquisitions, Venture Investments and Integration
Realizing growth potential through M&A and investments in start-
ups is a core element of the corporate strategy.

There is arisk that merged or acquired entities do not develop in line
with expectations, preventing the defined earnings targets from
being reached. This could negatively impact the Nemetschek
Group’s earnings, financial position and net assets. Goodwill, which
arises from business combinations, is subject to impairment testing
at least once a year. It is possible that the value of an acquiree pro-
ves to be impaired due to commercial developments, meaning that
the purchase price may need to be written off in full or in part. This
would negatively impact the Nemetschek Group’s earnings, finan-
cial position and net assets.

To address M&A risks, potential targets are assessed, evaluated
and planned carefully and systematically before any contract is sig-
ned. There is an established, standardized process for M&A activi-
ties with a special focus on due diligence and ensuing integration
within the Nemetschek Group.

Legal, Tax and Compliance Risks

Legal Risks

In an international company such as the Nemetschek Group, con-
tractual, competitive, trademark, and patent law related risks may
arise. With this in mind, provisions are made in the statement of
financial position in accordance with the accounting regulations.
The Nemetschek Group limits such issues through legal audits by
the legal department and external legal advisers.

In the software industry, developments are increasingly protected by
patents. Patent activities mainly concern the American market, alt-
hough using patents to protect software is also steadily rising in
other markets. The infringement of patents could have a negative
impact on earnings, financial position and net assets, the share
price, or the reputation of the company.

To mitigate these risks, the Legal department is involved in all
important processes and major contracts, advises on complex legal
matters, and ensures standardized workflows, legally required sub-
missions, and regular reviews.

Tax Risks

By having global subsidiaries, the Nemetschek Group is subject to
the local tax laws and regulations that apply to each one. Changes
to these regulations may lead to higher tax expenses and, connec-
ted with this, higher cash outflows. Furthermore, changes may
adversely affect the deferred tax assets and liabilities recognized.

The Nemetschek Group’s future tax situation is subject to uncertain-
ty over the US tax reform, as a considerable part of its profits are
generated in that country. In addition, the Nemetschek Group wiil
come within the scope of the future BEPS (Base Erosion and Profit
Shifting) Initiative 2.0 of the Organization for Economic Development
and Cooperation (OECD) and its local implementations. They range
from increased transparency, such as country-based reporting, to
requirements for minimum taxation. The very likely implementation
of the EU Minimum Taxation Directive is expected to have an impact
on the Group’s tax position.

Compliance and Governance Risks

The regulatory environment of Nemetschek SE, which is listed on
the German MDAX and TecDAX; is complex and has a high level of
regulation. A possible violation of regulatory requirements could
have negative effects on the company’s earnings, financial position
and net assets, share price, or reputation.

To a small extent, clients of the Nemetschek Group include govern-
ments or publicly owned companies. Business activity in the cons-
truction industry is partly characterized by orders of a larger volume.
Cases of corruption or simply the corresponding allegations could
make participation in public tenders more difficult or even impossi-
ble and have negative effects on the company’s continued econo-
mic activity, earnings, financial posistion and net assets, share price,
or reputation. Against this backdrop, Nemetschek has adopted a
Group-wide Code of Conduct as well as a Group anti-corruption
policy, both of which are binding on all employees. Compliance and
corporate responsibility have always been important components
of the Nemetschek Group’s corporate culture. An e-learning tool as
well as in-person training are used to communicate this topic on a
sustained and Group-wide basis. This helps to raise Group-wide
awareness, allowing employees to detect potentially critical situati-
ons and take the appropriate response.

Applying the relevant Group policies and other regulations (including
specific compliance guidelines) as well as targeted compliance
communication measures, we raise employees’ awareness of the
importance of compliance and provide the necessary training.

Along with this, external stakeholders such as suppliers and busi-
ness partners are integrated into the operational compliance pro-
cess. As part of the risk-based business partner audit, the Supplier
Code of Conduct (SCoC) forms an integral part of the contract to



ensure that business partners implement supply chain compliance
in their own operations in a sustainable and transparent manner.

IT and Information Security Risks

IT Risks — Data Security, Data Privacy and Information
Security

The requirements with regard to compliance, data retention, data
security as well as data privacy are increasing in severity all the time.
On the one hand, new and extensive regulations and legal stipulati-
ons are planned in the current regulatory environment, while on the
other, the requirements that individual clients have are also rising.
The General Data Protection Regulation (GDPR) is currently the
most significant regulation in force. In addition, local data protection
authorities may impose other sanctions under Article 83 of the
GDPR. The Nemetschek Group has designed its processes to be
fundamentally compliant with data-protection requirements, and an
external data protection officer also helps to ensure compliance
with the data protection regulations.

Information Security Risks

The Nemetschek Group is observing a growing threat to Group-
wide information security in the market environment. This develop-
ment is also resulting in risks to the security of products and soluti-
ons as well as the IT systems and networks of the Nemetschek
Group. Like other global companies, the Nemetschek Group is
exposed to the threat of cyber-attacks by increasingly professional
perpetrators, supported by organized crime and possibly also by
government structures engaged in industrial espionage or even
sabotage. For this reason, the resultant risks rose in the course of
the year.

At the same time, the information security requirements to address
these threats are steadily increasing. The EU Commission will imple-
ment regulations that call for high security standards for software
products (EU Cyber Resilience Act as well as the EU’s NIS-2 Direc-
tive (Network and Information Security)). These regulations are to
enter into force after being ratified in 2025, with different transitional
periods commencing in that year. The result of these developments
may be that product development costs rise or that revenue growth
slows down if the provisions are not complied with in a timely man-
ner. The Nemetschek Group supports these activities and is wor-
king closely on meeting the future requirements. For this purpose, it
has initiated projects to ensure that its products and solutions are
implemented in a legally compliant manner and in accordance with
client requirements at all times.

REPORT ON RISKS AND OPPORTUNITIES

A large number of measures have been developed within the
Nemetschek Group to maintain and permanently improve the level
of protection to actively address the IT and information security
risks described. The following measures, for example, have been
implemented:

» Group-wide implementation of a modern cyber defense archi-
tecture.

» Establishment of a Group-wide information security manage-
ment system in accordance with ISO 2700x, which also
includes the management of IT and information security risks.

Installation of a global information security organization with
established reporting lines to the Executive Board.

» Close collaboration and regular exchange between the infor-
mation security managers and experts of the Nemetschek
Group.

» Establishment of dedicated information security technologies,
processes and organizational measures that are integrated into
IT and operational processes.

» Regular information security training and awareness-raising
campaigns for all employees.

The information security measures are constantly monitored to ver-
ify their effectiveness. New threats as well as successful and failed
attempts are analyzed, while the entire information security system
is constantly undergoing further development and being adapted to
take account of current and, as far as possible, future threat pat-
terns. Group-wide cybersecurity insurance provides further protec-
tion, covering all Group companies, and is intended to mitigate the
financial consequences of a potential cyberattack.

Financial Risks

The objectives and methods for dealing with financial risks are also
described in detail in the notes to the consolidated financial state-
ments under << Financial Risk Management Objectives and Met-
hods >>.

Liquidity Risk

On the basis of the existing financial liabilities, there is a general
liquidity risk if earnings deteriorate. At the end of 2023, the Nemet-
schek Group had liabilities to banks of around EUR 6.9 million (pre-
vious year: EUR 72 million). The Group continued to generate posi-
tive cash flows from operating activities in 2023, allowing it to settle
liabilities that have already fallen due for payment or will do so in the
future. Nemetschek SE ensures to some extent the availability of
decentralized financial resources via central cash pooling and intra-
Group distribution and financing options. As a matter of principle,
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the Group pursues conservative and risk-averse financing strate-
gies. The Group Treasury function has been significantly strengthe-
ned over the previous years and aspects such as banks, liquidity,
and risk management steadily enhanced through the continued
upscaling of governance structures and revisions to processes and
systems.

Currency Risks

As an internationally active company, the Nemetschek Group is
exposed to exchange rate fluctuations, especially in the United
Kingdom, Japan, Norway, Sweden, Switzerland, Hungary, and the
United States. The ongoing internationalization of the Group’s acti-
vities will additionally heighten the relevance of exchange rate fluc-
tuations for the Group’s business activities. However, at the Group
level they only affect the earnings arising in a foreign currency, as the
operating subsidiaries outside the Eurozone generate most of their
revenue, costs, and expenses in their local currencies (natural hed-
ging). Nonetheless, currency fluctuation may impact pricing and
therefore revenue, which may influence the earnings of individual
Group companies. Given the continued high uncertainty over the
future direction of the monetary policies pursued by individual cen-
tral banks, exchange rates may remain volatile and — when transla-
ted into the euro, which is the reporting currency — significantly
impact the earnings, financial position, and net assets of the Group
and the parent company. In the case of the parent company, this
additionally concerns currency risks arising from foreign-currency
financing transactions with subsidiaries.

Default Risk and Risk Management

Credit risks within the Nemetschek Group are addressed by mana-
ging credit approvals, defining upper limits and control procedures
and by maintaining regular debt reminder cycles.

The Nemetschek Group has no significant concentration of credit
risks with any single client or groups of clients. The maximum credit
risk equals the amounts recognized on the face of the balance
sheet.

Clients who wish to conclude material transactions with the compa-
ny on credit terms are subjected to a credit assessment if materiali-
ty thresholds are exceeded. In addition, receivables are continually
monitored and checked so that the company is not exposed to any
significant default risk. If default risks are identified, appropriate pro-
visions are made in the statement of financial position. In the current
economic environment, it is possible that the creditworthiness of
some clients may change, resulting in an elevated credit risk.

Over the past three years, the markets have experienced rising
insolvency figures, funding problems on the part of clients and pro-
ject postponements due to delays in the supply chain. The Nemet-
schek Group and its clients have demonstrated great resilience in
this respect, thus remaining shielded from greater systemic risk. The
Group continually monitors this situation and, if necessary, will take
measures and recognize provisions.

Interest Rate Risk

As a result of the measures taken by central banks to curb inflation,
interest rates are currently high, especially in Europe and the United
States. However, management does not currently see any signifi-
cant interest rate risk for the company due to the Nemetschek
Group’s financing structure. Long-term financing arrangements are
hedged with fixed interest rates. Future M&A activities may have an
impact on future interest payments and are therefore assessed in
each individual transaction. Given the company’s good earnings
and financial situation and, hence, its creditworthiness, the adverse
effect of the interest rate risk on the Nemetschek Group would be
limited.

Opportunity Management and Reporting

The recognition and management of opportunities have been esta-
blished as integral components of strategy, corporate planning and
forecasting processes. This provides a long-term, medium-term
and short-term perspective for additional growth potential for the
Nemetschek Group. Accordingly, management evaluates relevant
and feasible opportunities that are consistent with the Group’s stra-
tegic goals and offer a competitive advantage.

Among other things, operational potential is addressed by means of
regular discussions between the Executive Board, the segment
managers and other relevant experts. To this end, economic, indus-
try and sales developments as well as the competitive environment
and technological trends are considered in the light of market,
industry and competition data. Opportunities that can be realized in
the short term are prioritized and integrated within the rolling busi-
ness forecast.

The Nemetschek Group‘s opportunity management process is
based on the risk management process.



The opportunities set out and described below are considered to
offer the greatest potential for the Nemetschek Group as of the
balance sheet date December 31, 2023:

Opportunity Field Opportunity Category

Macroeconomic and
General Conditions

Sector Development

Economic Opportunities Competitive Environment

Corporate Strategy

Sales and Marketing

Products, Technologies and
Business Processes

Human Resources

Acquisitions, venture investments

Operational Opportunities and integration

Economic Opportunities

Macroeconomic and General Conditions

A swifter-than-expected improvement in the global economic
outlook could boost capital spending on the part of clients and,
hence, demand for Nemetschek Group products and solutions.
Moreover, government initiatives and subsidies may result in high-
er government expenditure, including for investment in infrastruc-
ture or digital transformation. The Nemetschek Group has the
capacity to profit from this, too. It is intensively monitoring the
development of government initiatives in its regional target mar-
kets so that it can respond to initiatives and programs promptly.

The increasing importance of sustainability and political efforts to
achieve it may offer positive stimulus for the Nemetschek Group’s
business. In offering its products and services, the Nemetschek
Group is actively involved in the development of an economy that
is oriented toward sustainability and believes there are possibili-
ties to benefit from the potential opportunities. However, the cur-
rent assessments are subject to change and it may not be possi-
ble to fully act on opportunities.

Sector Development

Mounting cost pressure and the increased use of digital working
methods may lead to an acceleration of digitization in the con-
struction industry. Compared to other industries, digital transfor-
mation has little presence in the construction industry, yet it has a
key role especially when it comes to efficient material usage, effi-
cient construction site management, and building operation and
management with low resource consumption. In this current mar-
ket phase, where market participants are conscious of cost-ef-
fectiveness and efficient resource usage, expenditure on digital
transformation can be the key to reshaping value chains for last-
ing efficiency. If enterprises such as the Nemetschek Group could
increase their clients’ awareness accordingly, this would poten-
tially allow digital transformation in the construction industry to
unfold more quickly than expected and permit potential revenue
to be harnessed faster than expected, too.

REPORT ON RISKS AND OPPORTUNITIES

In addition, the construction industry can benefit from numerous
government-initiated investment projects for infrastructure and
public construction. This consequently opens up opportunities
for participating in investment programs, particularly for the
Design and Build segments. In the Manage segment, issues such
as efficiency enhancements and sustainable building manage-
ment are particularly relevant. Here as well, the trend in favor of
energy savings, for example, may harness growth potential.

Further opportunities may arise in the Media segment as the cre-
ation of digital content and worlds, together with 3D animation is
increasingly growing in importance. One example of this is the
metaverse, which merges the virtual with the real world. In addi-
tion, there is a growing need for digital content and rising demand
for gaming. These trends could have a positive impact on demand
for solutions in the Media segment.

Competitive Environment

Thanks to its strong earnings and sound finances, the Nemet-
schek Group is capable of making sustainable investments in
research and development. This means it can enhance the tech-
nology of its existing portfolio of products and solutions in line
with its clients’ needs while generating innovation that adds value
for clients.

The AEC/O software industry in particular is also an environment
with strongly fragmented competition. Despite a period of market
consolidation that has been ongoing for years now, the market
continues to be influenced by a large number of small and local
companies. The Nemetschek Group is one of the few global
enterprises in the industry and sees opportunities to exploit fur-
ther fields of innovation and potential growth through M&A and
targeted support for start-ups. To harness this potential and
make use of these opportunities, the Nemetschek Group has cre-
ated and scaled up internal structures targeted at M&A and start-
ups.

Operational Opportunities

Corporate Strategy

The Nemetschek Group sees itself as a driver for building infor-
mation modeling (BIM) and has a strong position in all AEC/O
segments with regard to this working method. BIM regulations in
various countries are helping to ensure that the relevant technol-
ogies become increasingly important in the construction industry.

The progressive shift towards new sales and business models
such as subscription and software-as-a-service products as part
of the Group’s strategic orientation offers accelerated growth
opportunities and also ensures greater stability and forward visi-
bility with respect to revenue and margins.

New technologies may also unleash new market potential. The
growing importance of artificial intelligence in particular may
change the AEC/O and media markets. In addition to the devel-
opment and implementation of Al solutions, the growing impor-



tance of Al at Nemetschek is also being fueled by a high willing-
ness to invest in relevant start-ups. Alongside the risks, the
Nemetschek Group particularly also sees opportunities in this
development and has been investing in Al-related innovations for
many years. In addition, it is working with university experts to
promote an exchange with academia on Al.

Sales and Marketing

The ongoing internationalization of Nemetschek’s business forms
a strategic focus for expanding regional market share or entering
new markets. The focus lies on those sales markets that offer the
greatest market potential and growth. Alongside Europe, a major
priority is the United States, which is the largest regional AEC/O
software market in the world, and selected Asian markets. Along
with this, there is an opportunity for stepping up efforts to address
previously peripheral markets, e.g. in Asia/Pacific, including India,
and for generating additional growth.

New forms of market cultivation arising from the consolidation of
individual products are opening up opportunities to offer existing
and potential new clients more comprehensive packages of solu-
tions. This is particularly the case for large, international clients
who combine various disciplines under one roof. This is supple-
mented by cross-selling activities to offer clients packages con-
taining different products from the entire Nemetschek portfolio.
Opportunities may also arise from new sales channels such as
e-commerce in which clients can take out a subscription for a
solution directly online via the website.

Products, Technologies and Processes

The development of new solutions and technologies that are
focused on client benefits, including cloud-based solutions and
platforms or digital twins for example, can enable the new growth
potential to be harnessed. New business models such as sub-
scriptions and SaaS also open up opportunities to boost Group’s
earnings. The Nemetschek Group uses its close client relation-
ships and its knowledge and experience as well as its research
and development resources to harness the opportunities that are
emerging.

Changes are continuously made to existing business processes
and models in order to achieve targeted improvements. Changes
may have a direct positive impact on client benefits, and thus also
on client relationships, as well as an indirect effect by additionally
optimizing internal corporate structures and processes, thus cre-
ating a positive impact on the Group’s cost structure and value
generation.

Human Resources

The Nemetschek Group is aligned with long-term growth. With
size-based adjustments in the organization of structures and
workflows, changes can be made that provide relief for the cur-
rent organizational structure and offer appealing development
opportunities for Nemetschek Group employees or entry oppor-
tunities for external candidates. The functional organizational

structure of the G&A functions (HR/People, Controlling & Risk
Management, Finance and IT) rolled out in 2023 may also
enhance the appeal of roles in these areas. Furthermore, a more
closely coordinated brand identity, portraying a globally active
group, offers an opportunity to heighten the company’s appeal for
existing and future employees. The existing, close cooperation
with a broad network of universities, particularly in Europe and the
US, also offers an opportunity to further grow the reputation and
appeal of the Nemetschek Group among university graduates.
Financially potent companies such as the Nemetschek Group
offer greater appeal as employers, particularly in uncertain eco-
nomic times and thus have options for retaining employees and
hiring new ones.

Acquisitions, Venture Investments and Integration

The Nemetschek Group uses acquisitions to expand its portfolio
of products and solutions, gain access to new technologies and/
or regional markets, and thus close gaps in its value chain. New
client groups can also be reached and market shares can be
gained that are considered relevant and promising for the future.
The Group is also increasingly prioritizing investments in start-ups
in order to access innovative technologies and support their
implementation in the market.

In order to make the best possible use of acquisition opportuni-
ties, the Nemetschek Group continually screens the markets for
suitable targets. It also works with M&A advisors to fill gaps in its
portfolio. Furthermore, the responsible persons within the seg-
ments contribute their expert knowledge and market observa-
tions in an established and professional M&A process. There is a
standardized M&A process with a particular focus on due dili-
gence, valuation and post-merger integration.

Summary Assessment of the Group’s Opportunity and

Risk Situation

Compared to the previous year, there have been no material
changes in the company’s overall risk profile or individual risks
and opportunities. The adjustments to the risk profile mainly
reflect the slight elevation of market risks compared to the previ-
ous year, particularly with regard to the overall and sector-specific
outlook and the competitive environment, as well as the slight
increase in operating risks. The Nemetschek Group also sees a
heightened risk of cyber-attacks compared to the previous year.
Overall, Nemetschek is satisfied that the risks identified do not
pose a threat to the continued existence of the Group, neither
individually nor as a whole. This assessment is supported by the
asset structure, the liquidity position, and the financing structure.





