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Heidelberg Group

INTERIM FINANCIAL REPORT Q2 2019/2020

Sales at previous year’s level in first half of 2019/2020

Incoming orders down slightly year-on-year at € 1,263 million; order backlog of €756 million
EBITDA excluding restructuring result € 69 million after first half-year

Result of operating activities excluding restructuring result (EBIT) at € 22 million

Net result after taxes € -16 million after six months

4 1 1 1 1

Key performance data

Figures in € millions Q1to Q2 Q2

2018/2019 2019/2020 2018/2019 2019/2020

1 For the first time in the 2019/2020 financial year, Heidelberger Druckmaschinen Aktiengesellschaft is applying IFRS 16 “Leases”, which has replaced IAS 17 “Leases”. For
further details, please see page 6, Results of operations, net assets and financial position and pages 25 and 26,note 1

2 Result of operating activities before interest and taxes and before depreciation and amortization, excluding restructuring result

3 Net total of financial liabilities and cash and cash equivalents and current securities

4 Ratio of net debt to EBITDA excluding restructuring result for the last four quarters. The first-time application of IFRS 16 has no material effect on leverage

Notes
In individual cases, rounding could result in discrepancies concerning the totals and percentages contained in this interim financial report.
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Heidelberg Group

Heidelberg on the capital markets

Performance of the Heidelberg share

Compared to the DAX and the SDAX (index: April 1, 2019 = 0 percent)
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Heidelberg
on the capital markets

The Heidelberg share and
the Heidelberg bonds

The Heidelberg share suffered significant price corrections
in the first half of the 2019/2020 financial year. It began
the financial year on April 1, 2019 trading at €1.57, but was
able to climb by around 10 percent by the end of April 2019.
Following the publication of the provisional figures for the
2018/2019 financial year at the start of May, the shares lost
ground and tracked sideways until the middle of July 2019.
The investment restraint stemming from the state of the
economy weighed on the start of the 2019/2020 financial
year, and Heidelberg’s shares responded to the publication
of the provisional quarterly figures at the end of July with
a downward slide of up to 40 percent. The shares recovered
slightly in the months that followed, closing at €1.13 on
September 30, 2019, corresponding to a drop of around 27
percent over the first six months.

The development of the price of the 2015 Heidelberg
convertible bond was virtually the same as that of the share
price. However, the convertible bond recovered better fol-
lowing the publication of the provisional quarterly figures
at the end of July, and was priced at € 98.34 on September
30 - almost the same level as at the start of the financial
year. The Heidelberg bond consistently traded above 100
percent until the publication of the provisional quarterly
figures. It also recovered better than the share price in the
months that followed and ended the first half of 2019/2020
at around 100 percent.

DAX - German benchmark index

The DAX began the second quarter of the 2019 calendar
year at just below 12,000 points and was highly volatile
throughout the first half of the year. This was essentially on
account of the ongoing trade conflicts, but was also due to
the lingering confusion over Brexit and the general eco-
nomic malaise. The DAX reached its high for the first six
months at around 12,600 points in early July, and was
approximately 8 percent higher than at the start of the
year at around 12,400 points on September 30.

Key performance data of the Heidelberg share

Figures in € Q2 Q2
ISIN: DE 0007314007 2018/2019 2019/2020
High 2.60 1.43
Low 2.27 0.86
Price at beginning of quarter? 2.36 1.43
Price at end of quarter? 2.30 1.13
Market capitalization at end

of quarter in € millions 641 344
Outstanding shares in

thousands (reporting date) 278,735 304,479

Key performance data of the Heidelberg 2015 corporate bond

Figures in percent Q2 Q2
RegS ISIN: DE 000A14J7A9 2018/2019 2019/2020
Nominal volume in € millions 150.0 150.0
ngh ................................................. 105 5 .................. 1040
LOW .................................................. 1039 .................... 896
Price at beginning of quarter? 1044 103.1
Pnce atendof q uarterz) ......................... 1046 .................... 99 3

Key performance data of the Heidelberg 2015 convertible bond

Figures in percent Q2 Q2
ISIN: DE 000A14KEZ4 2018/2019 2019/2020
Nominal volume in € millions 58.6 58.6
ngh ................................................. 1065 .................... 98 9
LOW .................................................. 1026 .................... 939
Price at beginning of quarter” 1057 %87
Pnceatendofquarterz) ......................... 1026 .................... 98 3

1 Xetra closing price, source: Bloomberg
2 Closing price, source: Bloomberg
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ECONOMIC REPORT

Macroeconomic and
industry-specific conditions

At 2.6 percent, the global economy continued to expand
with little momentum in the first half of 2019. The global
downturn in the industrial sector is playing a central role
in this. The rate of expansion slowed to 1.8 percent in the
advanced economies, whereas the previously very weak
economy in the emerging markets accelerated to 3.8 per-
cent. However, the downside risks to the world economy
are still considerable. Thus, a further escalation or broad-
ening of trade conflicts, or also a no-deal Brexit, threaten
to put further stress on the global economy and to appre-
ciably hold back global economic expansion.

While the growth rate of gross domestic product fell to
2.3 percent in the US in the second quarter, and economic
expansion in the euro zone has been very weak over the
course of 2019 at 1.2 percent, the Japanese economy is prov-
ing admirably robust in the face of lessening international
demand. The current situation in the UK is particularly
fraught, with Brexit having pushed the country to the
brink of a major recession.

Despite the trade conflict with the US, the expansion of
overall economic activity in China is looking relatively
sturdy. Gross domestic product was up 5.9 percent year-on-
year in the second quarter. In India, however, economic
expansion slowed significantly in the first half of the year,
and the rate of expansion dropped to 4.2 percent on the
other emerging Asian markets as well. While the strong
expansion in Central and Eastern Europe has likewise
slowed over 2019, the economic downturn in the euro zone
has had little impact to date. Meanwhile, the economic
recovery in Latin America is making only tentative progress
after last year’s setback.

The development of the euro exchange rate is charac-
terized by the downbeat economic sentiment in the euro
zone, though the euro is undervalued against the US dollar
on a purchasing power parity basis. The yen has recently
been benefiting significantly from the US Fed’s and the
ECB’s diffident stance towards normalizing their monetary
policy. However, an agreement in the trade dispute and a
soft Brexit could diminish the safe haven aspect of JPY
investments for Japanese investors.

Change in global GDP?

Figures in percent
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3.0
1.5
0
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* Forecast
U Data determined in accordance with the straight aggregate method
The chain-weighted method would deliver the following results:
2015: 3.0%; 2016: 2.8%; 2017: 3.4%; 2018: 3.2%; 2019*: 2.7%
Source: Global Insight (WMM); calendar year; as of September 2019
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Owing to considerable political uncertainty and the down-
turn this has provoked in the industrial sector, statistics
published by the German Engineering Federation (VDMA)
indicate that sales of printing presses by German manufac-
turers grew by just 1 percent in real terms in the period
from January to June 2019. Incoming orders were down by
6 percent over the same period.

Business development

The business performance of Heidelberger Druck-
maschinen Aktiengesellschaft (Heidelberg) in the first half
of the 2019/2020 financial year (April 1, 2019 to September
30, 2019) was influenced by growing investment restraint
on account of the economic slowdown. This development
is consistent with the statements made by the industry
association VDMA at the start of July, which had lowered its
forecast for 2019 as a whole to a production downturn of 2
percent. In Germany and parts of Europe in particular, Hei-
delberg was unable to maintain its prior-year levels, while
sales increased in Asia and North America.

Heidelberg has made further progress with the Compa-
ny’s digital transformation in the first half of the current
2019/2020 financial year. At the start of the financial year,
the Company successfully presented solutions for digital
packaging printing and Heidelberg’s Smart Print Shop at
Print China in April. Together with a major Chinese fold-
ing box manufacturer, the Company also launched its “box-
uni” Web-to-pack platform and a fully digital production
range to accompany a Primefire 106. Heidelberg is there-
fore a pioneer in establishing a digital cloud-based ecosys-
tem for the packaging market in the Chinese print media
industry.

Also, working with a company specializing in cloud-
based management information systems, Heidelberg
intends to create a new platform for the printing industry
that would then be opened up to third-party applications.

Demand for e-commerce, contract and subscription
models (service, software and supply contracts for consum-
ables as well as subscription contracts including equipment
in the final expansion stage that are billed according to
use) has continued to develop positively, allowing Heidel-
berg to offer other contract variants. The share of recur-
ring sales from subscription offerings is therefore rising
steadily and accounted for around 12 percent of the order
backlog as of the end of September 2019. In the medium

term, the share of recurring business is expected to account
for around a third of total revenue, thereby reducing the
Company’s dependence on economic cycles.

In the reporting quarter, there were intensive discus-
sions with the communities of Wiesloch and Walldorf
regarding the possibilities for the sustainable and forward-
looking development of the biggest production site within
the Wiesloch-Walldorf production network into the “Heidel-
berg Digital Campus of Things”. Comprehensive infrastruc-
tural changes and the efficient use of all resources and syn-
ergies at the production site are intended to help create the
home base for the future growth of Heidelberg and the pro-
duction network.

Heidelberg successfully presented its solutions for the
growing label market at Labelexpo Europe 2019 in Brussels
at the end of September. The various printing and finish-
ing effects were of particular interest to attendees witness-
ing the live production of labels on digital or conventional
systems.

The Supervisory Board of Heidelberger Druckmaschinen
Aktiengesellschaft appointed Marcus A. Wassenberg as an
ordinary member of the Management Board and the CFO
of Heidelberger Druckmaschinen Aktien-gesellschaft as of
September 1, 2019. At the end of May, the Supervisory Board
had reached a mutual agreement with Dirk Kaliebe on his
stepping down from the Management Board as of Septem-
ber 30, 2019 after Mr. Kaliebe had informed the Supervisory
Board that he would not be renewing his current contract.

INCOMING ORDERS amounted to around € 1,263 million
as of September 30, 2019, and were therefore slightly lower
than the prior-year figure of €1,306 million. Incoming
orders were marginally higher than the figure for the pre-
vious year (€ 641 million) at € 648 million in the second
quarter of 2019/2020.

The ORDER BACKLOG for the financial year rose to
€756 million in the second quarter, an increase on the fig-
ure for March 31, 2019 (€ 654 million; same quarter of pre-
vious year: € 774 million).

Growth in SALES to € 622 million in the second quarter
compensated for the sales deficit from the first quarter.
The North America and Asia/Pacific regions were up on
their respective prior-year figures after declining sales in
the first quarter of the reporting year. In total, sales
increased slightly year-on-year to € 1,124 million after the
first half of the year (€ 1,114 million).

Total operating performance for the first six months
matched the figure for the previous year at €1,216 million
(€1,215 million).



Heidelberg Group

Business performance by quarter

Figures in € millions

Q1toQ2 Q2

Incoming orders

Results of operations, net assets
and financial position

For the first time in the 2019/2020 financial year, Heidel-
berger Druckmaschinen Aktiengesellschaft is applying
IFRS 16 “Leases”, which has replaced IAS 17 “Leases”. The
main effects of the adoption of IFRS 16 can be seen in the
rise in both non-current assets (recognition of right-of-
use assets) and financial liabilities (recognition of lease
liabilities). In the income statement, depreciation and
amortization are up while the financial result has deterio-
rated; these effects are roughly offset by the improvements
in EBITDA, hence there is virtually no impact on the net
result. The previous year’s figures have not been adjusted.

The result of operating activities before interest, taxes,
depreciation and amortization excluding restructuring
result (EBITDA EXCLUDING RESTRUCTURING RESULT)
improved to € 69 million in the first half of the year (first

Income statement

2018/2019

2019/2020 2018/2019 2019/2020

half of 2018/2019: € 62 million) and to € 55 million in the
quarter under review (same quarter of previous year:
€ 43 million). Depreciation and amortization rose from
€35 million to €48 million in the first half of the year,
essentially as a result of the first-time adoption of IFRS 16
(around €8 million) and amortization on capitalized
development costs. The result of operating activities
excluding restructuring result (EBIT EXCLUDING RESTRUC-
TURING RESULT) lagged behind the level of the previous
year at €22 million after six months (€ 27 million) and,
essentially as a result of higher sales, was up on the same
quarter of the previous year (€ 26 million) at € 32 million in
the second quarter. The restructuring result was stable
year-on-year at € -5 million.

The FINANCIAL RESULT improved to €-23 million in
the first half of the year (first half of previous year:
€-28 million); it amounted to €-10 million in the second
quarter of 2019/2020 (same quarter of previous year:
€-12 million).

Figures in € millions

Net sales

Depreciation and amortization excluding restructuring-related
depreciation and amortization

Q1toQ2 Q2

2018/2019 2019/2020 2018/2019 2019/2020
1,114 1,124 573 622
101 92 31 7
1,215 1,216 604 629

62 69 43 55

35 48 17 23
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The NET RESULT BEFORE TAXES was € -6 million (previous
year: € -5 million) for the first half of the year, and climbed
to €20 million in the second quarter of 2019/2020 after
€8 million in the same quarter of the previous year. The
RESULT AFTER TAXES amounted to €-16 million after the
first six months (previous year: € -6 million). The net result
after taxes for the second quarter was € 14 million (same
quarter of previous year: € 8 million).

TOTAL ASSETS rose as against March 31, 2019 to
€2,370 million as of September 30, 2019, among others as a
result of the first-time adoption of IFRS 16.

On the ASSETS SIDE, INVENTORIES have been increas-
ing in line with expectations since March 31, 2019 (€ 685 mil-
lion) to be able to cover the higher sales volumes antici-
pated in the coming quarters and the ramp-up in the digi-
tal area; at the reporting date, they amounted to
€785 million.

As anticipated, the elevated level of trade receivables at
the start of the financial year as a result of the high sales
volume in the final quarter of 2018/2019 decreased after
the first six months of the 2019/2020 financial year.

In total, NET WORKING CAPITAL climbed further to
€744 million as of September 30, 2019 (March 31, 2019:
€684 million).

Our customers’ financing requirements were covered
largely externally in the reporting period, in some cases
with the active mediation of the Heidelberg Financial Ser-
vices segment; we therefore only provided customer
financing directly to a limited extent. RECEIVABLES FROM
SALES FINANCING declined to € 56 million as of September
30, 2019 on account of the repayments received and refi-
nancing on the part of customers.

Assets

Figures in € millions 31-Mar-2019 30-Sep-2019
Non-current assets 846 896
|nv e ntones ........................................... 535 .................... 785
;i' rade rece.\, ab[ e 5 ................................... 360 .................... 288
Rece| Vab[esfrom ...............................................................
sales financing 60 56
Cashand cash equivalents 25 170
Oth erassets ......................................... 153 .................... 174
......................................... 252 2370

Development of net working capital?

Figures in € millions

691 667 610 684 744
1,000
800
600
400
200
0

‘FY‘FY‘FY‘FY‘QZ‘

2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20

1 Total of inventories and trade receivables less trade payables and advance payments

Under EQUITY AND LIABILITIES, the Heidelberg Group’s
EQUITY fell to €244 million as of September 30, 2019 com-
pared to the end of the financial year on March 31, 2019,
essentially on account of the significant reduction in the
interest rate for German pensions (from 2.0 percent as of
March 31, 2019 to 1.1 percent as of September 30, 2019) and
the net loss for the first half of the year. The equity ratio
was thus around 10 percent.

Pension provisions rose from € 582 million at the start
of the financial year to €727 million as of September 30,
2019 in line with the drop in the interest rate for German
pensions. Due to the first-time adoption of IFRIC 23 and the
related decision of the IFRS Interpretations Committee
(IFRS IC) of September 17, 2019, tax provisions of € 62 mil-
lion were reclassified to income tax liabilities. PROVISIONS
therefore climbed to €939 million in total.

NET DEBT climbed to € 416 million as of the end of the
first half of the year (March 31, 2019: € 250 million). Around
€57 million resulted from the first-time adoption of
IFRS 16.

LEVERAGE (the ratio of net debt to EBITDA excluding
restructuring result for the last four quarters) was 2.1.
Financial liabilities amounted to € 586 million in the
reporting period, an increase on the figure as of March 31,
2019 (€ 465 million).



Heidelberg Group

Equity and liabilities The three pillars of our financing portfolio - capital mar-
ket instruments (corporate bond and convertible bond), the
Figures in € millions 31-Mar-2019 30-Sep-2019 . o q- .
syndicated credit line plus other instruments and promo-
399 244 tional loans - are well balanced. Heidelberg’s credit facili-
""""""""" 819 939 ties, which currently total around € 720 million, have bal-
""""""""" i anced diversification and a balanced maturity structure
.................................................... Untﬂ 2023
465 586 X . . .
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ We supplement our financing with leasing agreements
245 204 . . . . .
............................................ where economically appropriate. Other financing instru-
400 St ments do not have any significant influence on the eco-
2,329 2,370 nomic position of the Group. Heidelberg still has stable

liquidity. Our financial framework thus represents a solid
D Prior-year figures have been adjusted due to the first-time adoption of IFRIC 23 £ dati £ he C N . d . .
and the related decision of the IFRS Interpretations Committee (IFRS IC) of oundation for the ompany's continue strateglc reorien-
September 17, 2019 tation.
CASH USED IN OPERATING ACTIVITIES amounted to
Overview of net assets €-61 million in the first half of 2019/2020 (previous year:

€-49 million). The change essentially results from the

Fi in €milli 31-Mar-2019 30-Sep-2019 . . . . .

rgures I & mitions o o increase in net working capital. Other operational changes
Total assets 2329 2370 included payments for restructuring and staff provisions.
Net working capital 684 744 CASH USED IN INVESTING ACTIVITIES was stable year-
"""" on-year at € -39 million in the first half of 2019/2020 (pre-

in percent of sales? 27.5 29.8 . L . . o

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ vious year: € -38 million). This essentially related to digital
Equity 399 244

..................................................................................... projects’ the establishment of new business models, a
in percent of total i t isition in the soft t d
equity and liabilities 17.1 10.3 minor corporate acquisition 1n e solItware sector an

..................................................................................... development costs. In the previous year, an inflow of

................................................................................................... around € 10 million from a CaSh investment had had a pos_

1 Net working capital in relation to sales for the last four quarters itive effect. Overall, FREE CASH FLOW was negative after

2 Net total of financial liabilities and cash and cash equivalents and current securities six months at € -100 million (previous year: €-86 million).

The reduction in cash used in operating activities resulting
from the first-time application of IFRS 16 amounted to
approximately € 8 million.

Statement of cash flows of the Heidelberg Group

Figures in € millions Ql1to Q2 Q2
2018/2019 2019/2020 2018/2019 2019/2020
Net result after taxes -6 -16 8 14
PP _49 .................... _61 ................... _17 ....................... 5
PP _23 .................... _56 ................... _32 .................... _26
8 ....................... 3 4 2
PP _34 ...................... _8 .................... 1‘]‘. ...................... 29
PP § 3é .................... - 39 ................... § 2‘5 .................... - 21
PP _86 .................. _100 ................... _41 .................... _16
PP ;,7"7‘ ................... _Syg .................. ,_,7"3 ................... _2'6
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Segment report

Sales in the HEIDELBERG DIGITAL TECHNOLOGY segment
were up slightly year-on-year at € 660 million after the first
half of the year (€ 655 million). The figure for the second
quarter of the 2019/2020 financial year rose from € 341 mil-
lion to €383 million, largely as a result of contributions
from sheetfed business.

The result of operating activities before interest, taxes,
depreciation and amortization excluding restructuring
result (EBITDA excluding restructuring result) was € 13 mil-

Heidelberg Digital Technology

lion for the first half of 2019/2020 after € 6 million in the
first half of the 2018/2019 financial year, among others due
to the effects of the first-time adoption of IFRS 16. Addition-
ally, it climbed to € 20 million as a result of volume effects
in the second quarter of the current financial year (same
quarter of the previous year: € 8 million).

The Heidelberg Digital Technology segment had a total
of 7,307 employees as of September 30, 2019.

Figures in € millions Q1to Q2 Q2
2018/2019 2019/2020 2018/2019 2019/2020

Incoming orders 771 752 384 379
655 660 341 383

642 568 642 568

6 13 8 20

-20 -22 -4 3

7,239 7,307 7,239 7,307

Y Result of operating activities before interest and taxes and before depreciation and amortization, excluding restructuring result

2 At end of quarter (excluding trainees)

Sales in the HEIDELBERG LIFECYCLE SOLUTIONS segment
were stable year-on-year in the first half of the year at
€ 461 million (previous year: € 457 million), while in the sec-
ond quarter they rose slightly to €238 million after
€231 million in the same quarter of the previous year. As in
the previous year, the result of operating activities before
interest, taxes, depreciation and amortization excluding

Heidelberg Lifecycle Solutions?

restructuring result (EBITDA excluding restructuring
result) for the first half of the year was € 55 million. It was
€35 million in the reporting quarter after € 34 million in
the same quarter of the previous year.

The Heidelberg Lifecycle Solutions segment had a total
of 4,126 employees as of September 30, 2019.

Figures in € millions Qlto Q2 Q2

2018/2019 2019/2020 2018/2019 2019/2020
Incoming orders 533 509 256 267
Net sales 457 461 231 238
Order backlog 132 190 132 190
EBITDA excluding restructuring result? 55 55 34 35
Result of operating activities excluding restructuring result 46 43 29 29
Employees? 4,245 4,126 4,245 4,126

U Result of operating activities before interest and taxes and before depreciation and amortization, excluding the result of restructuring

2 At end of quarter (excluding trainees)
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Our strategy of primarily mediating customer financingto  The HEIDELBERG FINANCIAL SERVICES segment’s EBITDA
our external partners is accompanied by a reduction in the  excluding restructuring result amounted to € 2 million for
volume we finance directly. Receivables from sales financ-  the first six months, and to € 1 million for the second quar-
ing declined by € 4 million as against the start of the finan-  ter of 2019/2020.

cial year to €56 million as of September 30, 2019.

Heidelberg Financial Services

Figures in € millions Q1to Q2 Q2

2018/2019 2019/2020 2018/2019 2019/2020
Net sales 2 2 1 1
EBITDA excluding restructuring result? 1 2 0 1
Result of operating activities excluding restructuring result 1 1 0 1
Employees? 39 38 39 38

1 Result of operating activities before interest and taxes and before depreciation and amortization, excluding the result of restructuring
2 At end of quarter (excluding trainees)

Receivables from sales financing

Figures in € millions

82 65 58 66 60 56
200
100
I :
FY FY FY FY FY Q2
2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19 | 2019/20
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Report on the regions

At the end of the first half of the year, incoming orders in
the EMEA (Europe, Middle East and Africa) region were
down year-on-year at € 475 million (€ 562 million). In the
second quarter of the 2019/2020 financial year they
matched the previous year’s figure at €252 million
(€255 million). Investment restraint was experienced in
Germany and other parts of Western Europe in particular
on account of the deteriorating economic prospects. The
impact of this was also seen on sales, which were lower
year-on-year for both the first half of the year at € 412 mil-
lion (previous year: € 473 million) and the second quarter at
€218 million (previous year: € 262 million).

In the ASIA/PACIFIC region, incoming orders rose
against the previous year’s level to € 382 million in the first
half of the year (€ 344 million), while the figure for the sec-
ond quarter of €179 million remained at the level of the
comparable period of the previous year (€178 million).
Orders were up in China and Japan in particular. At
€354 million after two quarters, the region’s sales were
also clearly higher than the prior-year figure of €326 mil-
lion, with key contributions likewise coming from China
and Japan. Sales increased to €194 million in the second
quarter of the current financial year (same quarter of the
previous year: € 154 million).

Incoming orders in the EASTERN EUROPE region were
stable year-on-year at € 144 million at the end of the first
half of the year (€147 million), and at € 73 million in the

Sales by region (Q1to Q2)

second quarter of the 2019/2020 financial year after
€74 million in the same quarter of the previous year. Sales
rose significantly to € 134 million year-on-year in the first
half of the year (previous year: € 108 million) and € 75 mil-
lion in the second quarter of the financial year (previous
year: €59 million). The markets of Southeast Europe, the
Baltic states and Turkey contributed to this in particular.

At €234 million, incoming orders in the NORTH
AMERICA region improved on the previous year’s level after
the first half of the year (€209 million), and rose to
€132 million in the second quarter of 2019/2020 after
€114 million in the same quarter of the previous year.
Orders increased in the US especially. Sales climbed to
€200 million in the first half of the year after € 171 million
in the previous year, and were up significantly in the sec-
ond quarter of 2019/2020 at € 123 million (same quarter of
the previous year: € 82 million).

In the SOUTH AMERICA region, following a brief recov-
ery on key markets in the past financial year, there was a
drop in incoming orders and sales as a result of political,
economic and financial uncertainty. Incoming orders fell
from €44 million in the first half of the previous year to
€28 million in the same period of 2019/2020, and from
€20 million in the second quarter of the previous year to
€11 million in the current reporting quarter. The region’s
sales were likewise down year-on-year, at € 24 million for
the first half of the year (previous year: €36 million) and
€12 million (previous year: € 16 million) for the second
quarter of 2019/2020.

Share of Heidelberg Group sales (in parentheses: previous year)

18% (15%)
North America

12% (10 %)
Eastern Europe

31% (29 %)
Asia/Pacific

2% (3%)

South America

37% (42%)
Europe, Middle East
and Africa

11
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Incoming orders by region

Figures in € millions Qlto Q2 Q2

2018/2019 2019/2020 2018/2019 2019/2020
EMEA 562 475 255 252
Asia/Pacific 344 382 178 179
Eastern Europe 147 144 74 73
North America 209 234 114 132
South America 44 28 20 11
Heidelberg Group 1,306 1,263 641 648

Sales by region

Figures in € millions Qlto Q2 Q2
2018/2019 2019/2020 2018/2019 2019/2020

473 412 262 218

326 354 154 194

108 134 59 75

171 200 82 123

South America 36 24 16 12
Heidelberg Group 1,114 1,124 573 622
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Employees
There were 11,471 employees in the Heidelberg Group in the
second quarter of the 2019/2020 financial year (plus 396

trainees).

Employees by region

Number of employees 31-Mar-2019 30-Sep-2019
EMEA 8,578 8,522
ASIa/PaCIﬁC ........................................ 1,639 .................. 1'641
EastemEuro p e ........................................ 494 .................... 511
NorthAme”ca ......................................... 708 ..................... 695
Soum Amenca ......................................... 103 ..................... 102 .
Heidelberg Group 11,522 11,471

) Excluding trainees

Risk and opportunity report

As of September 30, 2019, there were no fundamental
changes in the assessment of the risks and opportunities of
the Heidelberg Group compared to the presentation in the
2018/2019 Annual Report. However, given the drop in pro-
duction of 2 percent forecast by the VDMA for the 2019 cal-
endar year, the industry risks remain high. There are still
pronounced political risks, essentially on account of Brexit
and the risk of widening international trade conflicts and
the associated negative effects on the global economy. Our
assessment of the risks and opportunities in China remains
unchanged. Growing economic uncertainties, the general
effects on the mechanical engineering sector and the rise
in capital tied up during the year are leading to an increase
in liquidity, refinancing and rating risks. As already
announced, the Company has therefore initiated additional
capital release measures to counteract this. Risks and
opportunities still arise from changes in the discount rates
for pension obligations with corresponding negative or
positive effects on equity. Moreover, due to the capital cost
recommendation of the Expert Committee for Company
Valuation and Business Administration (FAUB) of the Insti-
tute of Public Auditors in Germany (IDW) of October 22,

2019, the risks from the impairment test of goodwill and
other intangible assets have increased. No risks that could
jeopardize the Heidelberg Group’s continued existence,
either individually or together with other risk factors, are
discernible at present or for the foreseeable future.

Future prospects

The economic and political conditions on the markets rel-
evant to Heidelberg as presented in this interim financial
report and in the 2018/2019 Annual Report, and the
expected development of the printing industry, serve as
premises for the forecast planning for the 2019/2020 finan-
cial year and the years thereafter. The first-time adoption
of IFRS 16 “Leases” leads to changes within the income
statement and the statement of cash flows. In addition,
lease liabilities are reported in the statement of financial
position (see note 1, pages 25 and 26 of this interim state-
ment). Corporate development is still focused on the
Group’s transformation in line with its “Heidelberg goes
digital!” policy, with the strategic pillars of digital transfor-
mation and the expansion of technology leadership, which
was initiated in the last two financial years (see “Strategy”,
2018/2019 Annual Report, pages 18 to 21). This is intended
to allow sustainably profitable growth in the medium to
long term, adding value for all the Company’s sharehold-
ers.

Cautious outlook for 2019/2020: Stable year-on-year
sales forecast, outlook for operating result adjusted

As the global economic slowdown in the first half of the
financial year was reflected in a tangible reduction in
momentum in terms of orders for new machinery, and the
latest annual forecast by the industry association VDMA
was more pessimistic in light of the growing uncertainty
on the world markets due to trade disputes — in particular
the trade dispute between the US and China - and Brexit,
Heidelberg is forecasting sales equal to the previous year’s
level (2018/2019) in the current financial year. Despite the
economic downturn and the associated investment
restraint in equipment business, the Company expects that

13
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this will be compensated by the ongoing stable growth of
its contract business. This forecast is based on a relatively
consistent development of key exchange rates against the
euro, and the assumption that the UK will leave the Euro-
pean Union with a deal in place.

As communicated in an ad hoc disclosure on July 17,
2019, the Company has adjusted the outlook for its operat-
ing result in the current 2019/2020 financial year, assum-
ing a target margin on EBITDA excluding restructuring
result of between 6.5 and 7 percent of sales (previously: 7.5
to 8.0 percent). The reasons for this are the rising invest-
ment restraint on account of the more difficult economic
conditions and a less advantageous product mix in the
2019/2020 financial year. The Heidelberg Digital Technol-
ogy segment is set to achieve an EBITDA margin excluding
restructuring result of between 2.0 percent and 3.0 per-
cent; the Heidelberg Lifecycle Solutions segment is still
aiming for an EBITDA margin excluding restructuring
result of between 13.5 percent and 14.0 percent. The Heidel-
berg Financial Services segment is still set to make a posi-
tive contribution to EBITDA. Having previously targeted a
result after taxes at the same level as the previous year, a
break-even result after taxes is now expected.

On the basis of the stable and long-term financial
framework and the intended development in profitability,
leverage is set to remain below the communicated target of
2. Heidelberg will therefore still have the financial flexibil-
ity moving ahead to invest in its digital transformation and
continue the Company’s strategic development

Important note

This interim financial report contains forward-looking statements based on assumptions
and estimates by the management of Heidelberger Druckmaschinen Aktiengesellschaft.
Although the Management Board is of the opinion that these assumptions and estima-
tions are realistic, actual future developments and results may deviate substantially
from these forward-looking statements due to various factors. These factors could, for
instance, include changes in the overall economic situation, exchange rates and inter-
est rates, as well as changes within the print media industry. Heidelberger Druck-
maschinen Aktiengesellschaft provides no guarantee and assumes no liability for future
development and results deviating from the assumptions and estimates made in this
interim financial report. Heidelberg neither intends nor assumes any obligation to
update the assumptions and estimates made in this interim financial report to reflect
events or developments occurring after the publication of this interim report.

14
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Interim consolidated income statement - April 1, 2019 to September 30, 2019

Figures in € thousands Note 1-Apr-2018 1-Apr-2019

to to

30-Sep-2018 30-Sep-2019

Net sales 3 1,114,306 1,123,730
Changemmventones .......................................................................................................................... 83935 ............. 80880
Other Ownwo rkcaplta“ZEd .................................................................................................................. 16983 ............. 10905

Total operating performance 1,215,224 1,215,515
Otheroperatmgmcome 4 .............. 33380 ............. 29093
Costofmate”als ................................................................................................................. 5 ............. 5 54753 ........... 552371
Staﬁcosts ...................................................................................................................................... 4 45797 ........... 4 41191
DepreCIatlonandamomzatlon ............................................................................................................... 35025 ............. 47642
Other Operatmgexpenses ...................................................................................................... 6 ............. 1 95948 ........... 135796

Result of operating activiti

7 3,261 1,797
Financial expenses 8 30,817 25,003
Financial result -27,556 -23,206
Net result before taxes -5,475 -5,598
Taxes on income 894 10,824
Net result after taxes -6,369 -16,422
Basic earnings per share according to IAS 33 (in € per share) 9 -0.02 -0.05
Diluted earnings per share according to IAS 33 (in € per share) 9 -0.02 -0.05

1 Result of operating activities excluding restructuring result: € 22,256 thousand (April 1, 2018 to September 30, 2018: € 27,344 thousand)

Restructuring result (€ - 4,648 thousand; April 1, 2018 to September 30, 2018: € - 5,263 thousand) = restructuring income (€ 900 thousand; April 1, 2017 to September 30, 2018:
€5,749 thousand) less restructuring expenses (€ 5,548 thousand; April 1, 2018 to September 30, 2018: € 11,012 thousand)

16



Heidelberg Interim consolidated Interim consolidated Responsibility statement Financial calendar
on the capital markets management report financial statements

Interim consolidated statement of comprehensive income - April 1, 2019 to September 30, 2019

Figures in € thousands 1-Apr-2018 1-Apr-2019
to to

30-Sep-2018 30-Sep-2019

Net result after taxes -6,369 -16,422

Other comprehensive income not reclassified
to the income statement

Remeasurement of defined benefit pension plans and similar obligations 35,5684 -139,403
Deferred income taxes -1,881 306
33,703 -139,097

Other comprehensive income which may subsequently
be reclassified to the income statement

3,692 2,324
e, 551 ................... : zé
............... 2234
................ _205
6,322
el ETd TS e 40025 ....... -137,459
Total comprehensive income 33,656 -153,881
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Interim consolidated income statement - July 1, 2019 to September 30, 2019

Figures in € thousands 1-Jul-2018 1-Jul-2019
to to

30-Sep-2018 30-Sep-2019

Net sales 572,913 621,942
Change in inventories 21,914 -1,275
Other own work capitalized 9,692 8,564
Total operating performance 604,419 629,231

Financial expenses 12,698 11,534
Financial result -11,662 -10,478
Net result before taxes 8,263 20,432
Taxes on income -29 6,081
Net result after taxes 8,292 14,351
Basic earnings per share according to IAS 33 (in € per share) 0.03 0.05
Diluted earnings per share according to IAS 33 (in € per share) 0.03 0.05

1 Result of operating activities excluding restructuring result: € 32,079 thousand (July 1, 2018 to September 30, 2018: € 25,510 thousand)

Restructuring result (€ - 1,169 thousand; July 1, 2018 to September 30, 2018: € - 5,585 thousand) = restructuring income (€ 240 thousand; July 1, 2018 to
September 30, 2018: € 3,040 thousand) less restructuring expenses (€ 1,409 thousand; July 1, 2018 to September 30, 2018: € 8,625 thousand)
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Interim consolidated statement of comprehensive income - July 1, 2019 to September 30, 2019

Figures in € thousands 1-Jul-2018 1-Jul-2019
to to

30-Sep-2018 30-Sep-2019

Net result after taxes 8,292 14,351

Other comprehensive income not reclassified
to the income statement

Remeasurement of defined benefit pension plans and similar obligations 34,010 -72,212
Deferred income taxes -1,387 1,700
32,623 -70,512

Other comprehensive income which may subsequently
be reclassified to the income statement

Total other comprehensive income 31,917 -64,097

Total comprehensive income 40,209 -49,746
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Interim consolidated statement of financial position as of September 30, 2019
Assets

Figures in €thousands Note 31-Mar-2019 30-Sep-2019

Non-current assets

13 215,015 170,288
1,368,531 1,360,892

Assets held for sale 0 1,474
Total assets 2,328,822 2,370,242
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Interim consolidated statement of financial position as of September 30, 2019
Equity and liabilities

Figures in €thousands Note 31-Mar-2019 30-Sep-2019

Other liabilities 19 130,936 120,364
833,996 842,329
Total equity and liabilities 2,328,822 2,370,242

1 Prior-year figures have been adjusted due to first-time adoption of IFRIC 23 and the related decision of the IFRS Interpretations Committee (IFRS IC) of September 17, 2019;
see note 1

2 As of financial year 2019/2020, Contractual liabilities are shown under a separate item in the consolidated statement of financial position;
the previous year’s figures have been adjusted accordingly
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Statement of changes in consolidated equity as of September 30, 2019

Figures in €thousands Issued capital Capital reserves Retained earnings

713,198 30,668

713,198 30,668
Consolidation adjustments/other changes
September 30, 2018 713,198 30,668 -220,335
April 1, 2019 779,102 33,225 -301,706
Changes in accounting and valuation methods® - - -2,722
April 1, 2019 - adjusted? 779,102 33,225 -304,428
Profit carryforward (+) 0 0 20,875
Total comprehensive income 0 0 -139,097
Consolidation adjustments/other changes 0 0 792
September 30, 2019 779,102 33,225 -421,858

1 For further details please refer to note 14
2 First-time adoption of IFRS 9; the previous year’s figures have not been restated
3 First-time adoption of IFRS 16; the previous year’s figures have not been restated. See note 1
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Other retained earnings Total other Total capital Net result Total
retained earnings reserves, retained after taxes
earnings and other
retained earnings
Currency Fair value of other Fair value of
translation financial assets cash flow hedges

-148,633 -463 -1,952 -151,047 -385,849 13,565 340,914
[l OSSP POPIPRPRPRPROON 341 ....................................................................... _1,998
R _148,633 _122 ................. _1’952 .................. 1 3’565 ................ 338,916
e e et e e et et e e e _13,565 ......................... 0
[OOSR 3,692 ....................... 487 .................... 2,143 ................. _6,369 33Y656
e e ettt et e et et e 0 ....................... 206

-144,941 365 191 -144,384 -334,051 -6,369 372,778

-131,046 -118 -936 -132,099 -400,580 20,875 399,397

- - - - -2,722 - -2,722
R _131,046 _118 _936 .............. : 132’099 .............. _403'302 ................ 2 0’875 ............... 396575
[ RRR R 0 ...................... 0 ...................... 0 ...................... 0 20,875 ............... _20,875 ...................... 0
[ERURRRRRR 2]324 ..................... : 16 _670 .................. 1538 .............. _137'459 ............... _16,422 .............. : 153381
RO N 0 ...................... 0 ...................... 0 ...................... 0 ..................... 792 ...................... 0 ..................... 792

-128,722 -134 -1,606 -130,461 -519,094 -16,422 243,586
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Interim consolidated statement of cash flows - April 1, 2019 to September 30, 2019

Figures in € thousands 1-Apr-2018 1-Apr-2019
to to

30-Sep-2018 30-Sep-2019

Net result after taxes -6,369 -16,422

s (0 eller (ems o0 i siomems of fremalel postites?® -30,671 —12,331‘“
Cash used in operating activities -48,591 -60,924
_55052 ..................
................................................... 7296
...................................................... g 11 _3743
R O .................. 25
Cash used in investing activities before cash investment -47,767 -38,631
CaSh ‘i‘m,'é Stments ............................................................................................................................. 10084 ................. 0 .
Cash used in investing activities -37,683 -38,631
Change mﬁnanma[[,ab,“nes ................................................................................................................... 9'554 ............ 55062 .
cashgen erated byﬁnancmg act“,.t.es ..................................................................................................... 9,554 ............ 55,052 .
Net change in cash and cash equivalents -76,710 -44,493
Cash and cash equivalents at the beginning of the reporting period 201,607 215,015
ChangesmtheScopeofcons()“datlon .......................................................................................................... 926 .................. 0 .
Currencyad]ustments ........................................................................................................................... _927 ................ : ,234
NetChangemcaShandcaSh equwa[ents _75710 _44493
Cash and cash equivalents at the end of the reporting period 124,896 170,288
Cash used in operating activities -48,591 -60,924
Cashusedm,m,estmgact,v,t,es _37633 _38631
Free cash flow -86,274 -99,555

D Relates to intangible assets, property, plant and equipment, investment property and financial assets
2 Prior-year figures have been adjusted due to first-time adoption of IFRIC 23 and the related decision of the IFRS Interpretations Committee (IFRS IC) of September 17, 2019;
see note 1
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Notes
Accounting policies

The interim consolidated financial statements as of Sep-
tember 30, 2019 are consistent with and were prepared in
line with the regulations of IAS 34 (Interim Financial
Reporting). They should be read in conjunction with the
consolidated financial statements as of March 31, 2019,
which were prepared in line with the International Finan-
cial Reporting Standards (IFRS) as endorsed in the EU.

The interim consolidated financial statements were
generally prepared using the same accounting policies as
the consolidated financial statements for the 2018/2019
financial year. In accordance with the regulations of IAS 34,

a condensed scope of reporting was chosen as against the
consolidated financial statements as of March 31, 2019. All
amounts are generally stated in € thousands.

As of financial year 2019/2020, “Contractual liabilities”
are shown under a separate item in the statement of finan-
cial position; the previous year’s figures have been adjusted
accordingly.

The International Accounting Standards Board (IASB)
and the IFRS Interpretations Committee (IFRSIC) have
approved the following new standards and changes to
existing standards, which are to be applied for the first
time in financial year 2019/2020.

Standards Publication
by the
IASB/IFRSIC

Amendments to IAS 19: 7-Feb-2018
Plan Amendment, Curtailment or Settlement

Amendments to IAS 28: Long-term Interests in Associates and 12-Oct-2017
Joint Ventures

Amendments to IFRS 9: 12-Oct-2017
Prepayment Features with Negative Compensation

Annual Improvements to IFRS® Standards 12-Dec-2017
2015-2017 Cycle

IFRIC Interpretation 23: 7-Jun-2017

1 For financial years beginning on or after this date

As a result of the mandatory introduction of IFRS 16:
Leases, the accounting for leases has changed significantly.
At Heidelberg, this essentially concerns leases for build-
ings, its vehicle fleet and its IT equipment.

For the adoption of IFRS 16, Heidelberg applied the
modified retrospective method; the comparative figures
for the 2018/2019 financial year were therefore not restated.
The options available were exercised as follows on adop-
tion:

Date of Published in Official Effects

adoption? Journal of the EU

1-Jan-2019 14-Mar-2019 No material effects
1-Jan-2019 11-Feb-2019 None

1-Jan-2019 26-Mar-2018 None

1-Jan-2019 15-Mar-2019 None

1-Jan-2019 9-Nov-2017 Please refer to remarks

below this table

-1 For leases previously accounted for as operating leases,
the right-of-use asset was typically measured in the
amount of the lease liability adjusted for advance or
deferred lease payments. There was no impairment
review. Instead, the rights of use were reduced by exis-
ting provisions. To a small extent, the carrying amount
of the right-of-use asset was calculated as if IFRS 16 had
been applied since the inception of the lease;
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=1 leases ending no later than March 31, 2020 were recog-
nized as short-term leases regardless of their original
term;

—1 initial direct costs were excluded from the measure-
ment of the right-of-use asset;

-1 the information available as of the adoption date was
used to determine the term of existing leases with an
option to extend or terminate.

Heidelberg exercises the practical expedient of not recog-
nizing right-of-use assets or lease liabilities in the state-
ment of financial position for short-term or low-value
assets. The expense arising from these leases is recognized
on a straight-line basis over the term of the lease. For other
leases previously classified as operating leases in accor-
dance with IAS 17, the respective lease liability is measured
at the present value of the remaining lease payments, dis-
counted using the corresponding currency- and maturity-
dependent incremental borrowing rate at the date of adop-
tion. Upon first-time application of IFRS 16, the weighted
average incremental borrowing rate was 3.99 percent. If a
lease agreement also contains non-lease components, these
are not recognized in accordance with IFRS 16.

As of April 1, 2019, the initial adoption of IFRS 16 resulted
in an increase in non-current assets of around € 56 million
and around € 59 million in lease liabilities, with a simulta-
neous small reduction in retained earnings. The rights of
use recognized are reported under property, plant and
equipment and thus in the same item in which the assets
underlying the lease would have been reported if they had
been owned by the Heidelberg Group.

In the income statement, IFRS 16 led to shifts between
the result of operating activities (EBIT) and the financial
result. Instead of the previous other operating expenses
from operating lease relationships, depreciation of right-
of-use assets of around € 8 million and interest expenses of
discounting lease liabilities of around € 1 million were rec-
ognized in the first half of financial year 2019/2020.

The change in the presentation of lease expenses from
operating leases also resulted in a shift from the cash gen-
erated by financing activities to the cash used in operating
activities of around € 8 million as a significant portion of
lease payments will be reported as repayments of lease lia-
bilities in the cash generated by financing activities. The
interest portion will continue to be reported in the cash
used in operating activities.

Based on the operating lease obligations as of March 31,
2019, the following reconciliation resulted in the opening
balance of the lease liability as of April 1, 2019:

Reconciliation of lease liabilities

Lease obligations as of March 31, 2019 72,147
................................................................................................... g 3,, 595 .
................................................................................................... g 2,, 152 .
................................................................................................... 3,, 652
................................................................................................... g 2,] 757 .

Nominal value of the lease obligations (operating lease) as of April 1, 2019 67,294

Effect resulting from the discounting of lease liabilities -8,003

Lease liabilities recognized for the first time due to the adoption of IFRS 16 as of April 1, 2019 59,291

Liabilities from finance leases as of April 1, 2019 3,846

Total of lease liabilities as of April 1, 2019 63,137
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Traditionally, Heidelberg generates more sales in the sec-
ond half of the financial year than in the first. Income that
is generated due to seasonal reasons, economic reasons, or
only occasionally within the financial year is not brought
forward or deferred in the interim consolidated financial
statements. Expenses that are incurred irregularly during
the financial year are deferred in cases in which they would
also be deferred at the end of the financial year.

This interim financial report has neither been audited
in accordance with Section 317 of the German Commercial
Code (HGB) nor reviewed by the auditors.

B3 Scope of consolidation

The interim consolidated financial statements of Heidel-
berger Druckmaschinen Aktiengesellschaft include a total
of 72 (March 31, 2019: 74) domestic and foreign companies
in which Heidelberger Druckmaschinen Aktiengesellschaft
has a controlling influence as defined by IFRS 10. Of these,
61 (March 31, 2019: 62) are located outside Germany. Subsid-
iaries that are of minor importance are not included.

Net sales

Net sales of €1,123,730 thousand (April 1, 2018 to September
30, 2018: €1,114,306 thousand) comprise net sales from con-
tracts with customers of € 1,114,264 thousand (April 1, 2018
to September 30, 2018: € 1,109,226 thousand) and other net
sales of €9,466 thousand (April 1, 2018 to September 30,
2018: €5,080 thousand).

The breakdown of sales by segment and by region is
shown in note 22.

IZ3 Other operating income

1-Apr-2018 1-Apr-2019
to to
30-Sep-2018 30-Sep-2019
Reversal of other
provisions/deferred liabilities 15,646 9,138
Hedging/exchange rate gains 4,348 4,755
Recoveries on loans and other assets
previously written down 2,316 3,178
Income from operating facilities 3,008 1,967
Income from disposals of intangible
assets, property, plant and equipment
and investment property 729 643
Other income 12,333 9,412
38,380 29,093

The items “Reversal of other provisions/deferred liabilities”
and “Other income” also include restructuring income
totaling € 900 thousand (April 1, 2018 to September 30,
2018: € 3,184 thousand) and/or €0 thousand (April 1, 2018
to September 30, 2018: € 2,565 thousand).

Income from hedging/exchange rate gains is offset by
expenses for hedging/exchange rate losses reported under
other operating expenses (see note 6).

Bl Cost of materials

The cost of materials includes the pro rata interest expense
in connection with the Heidelberg Financial Services seg-
ment of €451 thousand (April 1, 2018 to September 30,
2018: € 546 thousand); interest income from sales financing
of €2,496 thousand (April 1, 2018 to September 30, 2018:
€2,159 thousand) is reported in sales.
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Il Other operating expenses

[} Financial expenses

1-Apr-2018 1-Apr-2019
to to
30-Sep-2018 30-Sep-2019
Other deliveries and services not
included in the cost of materials 68,282 64,659

Special direct sales expenses
including freight charges

Additions to provisions and accruals

relating to several types of expense 2,701 4,636
Bad debt allowances and impairment
on other assets 4,565 4,489
Hedging/exchange rate losses 4,820 3,286
Costs of car fleet (excluding leases) 3,035 2,383
Other Overheads ..................................... 32643 ....... 34853 .
195,948 185,796

The expenses for hedging/exchange rate losses are off-
set by income from hedging/exchange rate gains reported
under other operating income (see note 4).

Financial income

1-Apr-2018 1-Apr-2019

to to

30-Sep-2018 30-Sep-2019

Interest and similar income 2,756 1,507
Income from financial assets/loans/

securities 505 290

Financial income 3,261 1,797
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1-Apr-2018 1-Apr-2019

to to

30-Sep-2018 30-Sep-2019

Interest and similar expenses 29,298 23,853
Expenses for financial assets/loans/

securities 1,519 1,150

Financial expenses 30,817 25,003

[El Earnings per share

Earnings per share are calculated by dividing the net result
after taxes attributable to shareholders by the weighted
number of shares outstanding in the period. The weighted
number of shares outstanding in the period under review
was 304,336,334 (April 1, 2018 to September 30, 2018:
278,592,557). The weighted number of shares outstanding
was influenced by the holdings of treasury shares. As of
September 30, 2019, the Company held 142,919 (March 31,
2019: 142,919) treasury shares.

The calculation of diluted earnings per share assumes
conversion of outstanding debt securities (convertible
bond) to shares. Due to the fact that the net result for the
period is concurrently adjusted for the interest expense
recognized for the convertible bond in the financial result,
taking into account the respective number of shares from
the convertible bonds issued on March 30, 2015 did not
have a dilutive effect on earnings per share during the
period from April 1, 2019 to September 30, 2019. In the
future, this instrument may have a fully dilutive effect.

Intangible assets, property,
plant and equipment

In the period from April 1, 2019 to September 30, 2019,
there were additions to intangible assets of € 7,694 thou-
sand (April 1, 2018 to September 30, 2018: € 19,682 thou-
sand) and to property, plant and equipment of
€36,950 thousand (April 1, 2018 to September 30, 2018:
€43,128 thousand). In the same period, the carrying
amount of disposals from intangible assets was € 45 thou-
sand (April 1, 2018 to September 30, 2018: € 45 thousand)
and € 3,577 thousand (April 1, 2018 to September 30, 2018:
€6,888 thousand) for property, plant and equipment.
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Inventories

Inventories include raw materials and supplies totaling
€126,139 thousand (March 31, 2019: € 115,282 thousand),
work and services in progress amounting to € 379,580 thou-
sand (March 31, 2019: € 317,755 thousand), finished goods
and goods for resale of € 272,657 thousand (March 31, 2019:
€ 246,139 thousand), and advance payments of € 7,117 thou-
sand (March 31, 2019: € 5,681 thousand).

Other receivables and other assets

The Other receivables and other assets item includes,
among others, receivables from derivative financial instru-
ments of € 3,454 thousand (March 31, 2019: € 3,155 thou-
sand) and prepaid expenses of € 20,008 thousand (March
31, 2019: € 11,838 thousand).

Cash and cash equivalents

Restrictions on disposal of cash and cash equivalents due to
foreign exchange restrictions amount to € 54,901 thousand
(March 31, 2019: € 30,891 thousand).

Equity

The same as at March 31, 2019, the Company still held
142,919 treasury shares on September 30, 2019. The repur-
chased shares can only be utilized to reduce the capital of
Heidelberger Druckmaschinen Aktiengesellschaft or for
employee share participation programs and other forms of
share distribution to the employees of the Company or a
subsidiary or to individuals who are or were employed by
Heidelberger Druckmaschinen Aktiengesellschaft or one of
its associates.

Please see note 25 in the notes to the consolidated
financial statements as of March 31, 2019 for information
on the contingent capital and the authorized capital as of
March 31, 2019.

There have been material changes since March 31, 2019
as a result of the resolutions of the Annual General Meet-
ing on July 25, 2019.

On this date, the Annual General Meeting authorized
the Management Board, with the approval of the Supervi-
sory Board, to issue warrants, convertible bonds and/or par-
ticipating bonds as well as profit-sharing rights including

combinations of the above instruments (collectively
referred to as “bonds”) up to a total nominal amount of
€200,000,000, dated or undated, on one or several occa-
sions by July 24, 2024, and to grant the bearers or creditors
of the bonds options or conversion rights to up to
30,447,925 bearer shares of the Company with a pro rata
amount of share capital of up to €77,946,688 in total, in
accordance with the further conditions of the bonds. Share-
holders’ preemption rights can be disapplied in accordance
with the further conditions of this authorization. For this
purpose, the share capital of Heidelberger Druckmas-
chinen Aktiengesellschaft was contingently increased by
up to €77,946,688 (Contingent Capital 2019). In addition,
the Annual General Meeting on July 25, 2019 resolved to
cancel Contingent Capital 2015. The resolutions became
effective on entry of the amendment of the Articles of Asso-
ciation in the commercial register of the Mannheim Local
Court on September 6, 2019.

In accordance with the resolution of the Annual Gen-
eral Meeting on July 25, 2019, the Management Board was
authorized, with the approval of the Supervisory Board, to
increase the share capital of the Company by up to
€185,609,612.80 on one or more occasions by issuing up to
72,503,755 new shares against cash or non-cash contribu-
tions by July 24, 2024 (Authorized Capital 2019). Sharehold-
ers’ preemption rights can be disapplied in accordance
with the further conditions of this authorization. The Man-
agement Board was authorized, with the approval of the
Supervisory Board, to determine the further content of
share rights and the conditions for issuing shares. In addi-
tion, the Annual General Meeting on July 25, 2019 canceled
the authorization of the Management Board resolved on
July 24, 2015 to increase the share capital of the Company,
with the approval of the Supervisory Board, by up to
€131,808,140.80 in total on one or more occasions by issu-
ing new shares against cash or non-cash contributions by
July 23, 2020 (Authorized Capital 2015), upon the coming
into effect of the amendment to the Articles of Association
concerning Authorized Capital 2019, provided that it has
not been utilized by this date. The authorization became
effective on entry of the amendment of the Articles of Asso-
ciation in the commercial register of the Mannheim Local
Court on September 6, 2019.

29



Heidelberg Group

Provisions for pensions and
similar obligations

A discount rate of 1.1 percent was applied as of September
30, 2019 (March 31, 2019: 2.0 percent) as an assumption for
the calculation of the actuarial gains and losses of German
companies.

Assuming a domestic discount rate of 2.0 percent, the
present value of the pension entitlements of the employees
would have decreased by € 148,890 thousand.

Financial liabilities

Other provisions

Other provisions include staff obligations of € 58,340 thou-
sand (March 31, 2019: € 70,097 thousand), sales obligations
of €65,742 thousand (March 31, 2019: € 67,650 thousand)
and miscellaneous other provisions of € 88,166 thousand
(March 31, 2019: € 99,420 thousand). The latter also include,
among others, provisions in connection with our portfolio
and capacity adjustments and measures to optimize our
management and organizational structure.

Due to the mandatory introduction of IFRIC Interpreta-
tion 23: “Uncertainty over Income Tax Treatments” and the
related decision of the IFRS Interpretations Committee
(IFRS IC) of September 17, 2019, uncertain tax positions
totaling € 61,941 thousand (March 31, 2019: € 60,600 thou-
sand), which were previously recognized under tax provi-
sions, are recognized under “Income tax liabilities” in the
consolidated statement of financial position. The previous
year’s figures have been restated accordingly.

31-Mar-2019 30-Sep-2019

Current Non-current Total Current Non-current Total

Amounts due to banks 30,333 218,872 249,205 78,588 234,790 313,378
Corporate bonds 4,533 145,776 150,309 4,533 146,363 150,896
Convertible bonds 57,574 = 57,574 57,690 - 57,690
Lease liabilities 2,053 1,793 3,846 20,243 39,445 59,688
Other 4,075 = 4,075 4,462 - 4,462
98,568 366,441 465,009 165,516 420,598 586,114

U Increase due to first-time application of IFRS 16. Previous year: From finance leases

In July 2019, a loan promoted by KfW amounting to € 6 mil-
lion was granted to finance investments in our IT land-
scape, which will be amortized over a period until July
2024.

In July and August 2019, two loans promoted by KfW
totaling €4.2 million and € 3.8 million were taken out to
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finance investments in two buildings at our Wiesloch-Wall-
dorf site, which will also be amortized over a term until
July 2024.

With regard to our financing, please also refer to note
28 in the notes to the consolidated financial statements as
of March 31, 2019.
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Contractual liabilities

Contractual liabilities essentially comprise advance pay-
ments on orders and prepayments for future maintenance
and services and amounted to €194,908 thousand (March
31, 2019: € 186,954 thousand).

Other liabilities

Other liabilities include deferred staff-related liabilities of
€ 51,376 thousand (March 31, 2019: € 56,897 thousand), lia-
bilities from derivative financial instruments of
€7,192 thousand (March 31, 2019: € 6,241 thousand) and
deferred income of €13,187 thousand (March 31, 2019:
€11,504 thousand).

Ed Additional information on financial instruments

Financial assets and financial liabilities are allocated to the
three levels of the fair value hierarchy as set out in IFRS 13
depending on the availability of observable market data.
The individual levels are defined as follows:

The Heidelberg Group is exposed to market price risks in
the form of interest rate and exchange rate fluctuations. In
general, derivative financial instruments are used to limit
these risks. Their fair values correspond to changes in value
arising from a notional revaluation taking into account
the market parameters applicable at the end of the report-
ing period. The fair values are calculated using standard-
ized measurement procedures (discounted cash flow proce-
dure and option pricing models). This corresponds to
LEVEL 2 of the fair value hierarchy set out in IFRS 13, as
only input data observable on the market, such as exchange
rates, exchange rate volatilities and interest rates, is used.

Securities are classified as financial assets measured at
fair value through profit or loss and are generally carried
at fair value. This classification was based on the strategic
nature of these financial investments. The underlying
quoted prices for the measurement of the vast majority of
securities correspond to LEVEL 1 of the fair value hierarchy
set out in IFRS 13, as only quoted prices observed on active
markets are used in measurement. If the fair value of secu-
rities cannot be reliably determined, they are carried at
cost.

The table below provides an overview of financial assets

LEVEL 1: Financial instruments traded on active markets  and financial liabilities measured at fair value in accor-
whose quoted prices can be used to measure fair  dance with the IFRS 13 fair value hierarchy:
value without adjustment.
LEVEL 2: Measurement on the basis of measurement pro-
cedures whose inputs are derived from observ-
able market data, either directly or indirectly.
LEVEL 3: Measurement on the basis of measurement pro-
cedures whose inputs are not derived from
observable market data.
31-Mar-2019 30-Sep-2019
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Securities 3,062 = = 3,062 2,733 - - 2,733
Derivative financial assets - 3,155 - 3,155 - 3,454 - 3,454
Financial assets measured
at fair value 3,062 3,115 - 6,217 2,733 3,454 - 6,187
A R 6241 e 6241 e 7192 R 7192
Financial liabilities measured
at fair value = 6,241 - 6,241 - 7,192 - 7,192
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The fair value of receivables from sales financing essen-
tially corresponds to the reported carrying amount. This
fair value is based upon expected cash flows and interest
rates with matching maturities taking into account the cus-
tomer-specific credit rating.

The carrying amount of trade receivables, other finan-
cial receivables reported in other receivables and other
assets, and cash and cash equivalents is generally assumed
as an appropriate estimate of the fair value.

The fair value of the corporate bond, which is reported
under financial liabilities, as calculated on the basis of the
quoted price, is €149,729 thousand (March 31, 2019:
€154,725 thousand), compared to the carrying amount of
€150,896 thousand (March 31, 2019: € 150,309 thousand).
The fair value of the convertible bond determined on the
basis of the stock exchange listing, which is also reported
under financial liabilities, amounts to € 57,628 thousand
(March 31, 2019: € 58,221 thousand), compared to the carry-
ing amount of €57,690 thousand (March 31, 2019:
€ 57,574 thousand). The fair value of the corporate bonds
and the convertible bonds corresponds to the first level in
the fair value hierarchy according to IFRS 13.

The fair value of the amortizing loan funded by the
KfW issued in December 2015 is € 998 thousand (March 31,
2019: €1,766 thousand) compared to the carrying amount
of €1,000 thousand (March 31, 2019: €1,750 thousand).

The fair value of the development loan agreed with the
European Investment Bank in March 2016 is € 95,608 thou-
sand (March 31, 2019: € 93,716 thousand) compared to the
carrying amount of € 100,739 thousand (March 31, 2019:
€100,739 thousand).

The fair value of the promotional loan for the financ-
ing of our investments to relocate our research and devel-
opment activities to our Wiesloch production site, agreed
upon with a syndicate of banks with refinancing by KfW
(Energy Efficiency Program - “Energy-efficient Construc-
tion and Refurbishment”), is € 25,401 thousand (March 31,
2019: € 30,363 thousand), compared to the carrying amount
of € 26,313 thousand (March 31, 2019: € 31,730 thousand).

The fair value of the loan taken up in May 2017 is
€18,739 thousand (March 31, 2019: € 20,391 thousand), com-
pared to the carrying amount of € 19,920 thousand (March
31, 2019: € 22,044 thousand).

The fair value of the loan taken over in connection with
the purchase/sale of the research and development center
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in Heidelberg in the first quarter of financial year
2018/2019 is € 27,574 thousand (March 31, 2019:
€ 27,488 thousand), compared to the carrying amount of
€ 27,897 thousand (March 31, 2019: € 27,993 thousand).

The fair value of the loan granted in July 2019 to
finance investments in our IT landscape amounts to
€5,478 thousand compared with its carrying amount of
€5,700 thousand.

The fair value of the loan taken out in July 2019 to
finance investments in a building at our Wiesloch-Walldorf
site amounts to € 3,835 thousand compared with its carry-
ing amount of € 3,990 thousand.

The fair value of the loan taken out in August 2019 to
finance investments in another building at our Wiesloch-
Walldorf location amounts to € 3,461 thousand compared
with the carrying amount of € 3,610 thousand.

The fair value of each of these eight financial liabilities
reported under financial liabilities was calculated on the
basis of the discounted cash flow method using market
interest rates and corresponds to the second level in the
fair value hierarchy according to IFRS 13.

The carrying amount of other financial liabilities, trade
payables and other liabilities is generally assumed as an
appropriate estimate of the fair value.

Contingent liabilities and
other financial liabilities

As of September 30, 2019, the contingent liabilities for war-
ranties and guarantees amounted to € 5,087 thousand
(March 31, 2019: € 5,726 thousand).

Other financial liabilities totaling € 31,756 thousand
(March 31, 2019: €98.425 thousand) relate to investments
and other purchase commitments. In line with the first-
time application of IFRS 16, other financial liabilities no
longer include any lease or rental liabilities (March 31, 2019:
€72.147 thousand).
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A Group segment reporting

Segment reporting is based on the management approach.

In line with the internal organizational and reporting
structure, the Heidelberg Group is broken down into the
business segments Heidelberg Digital Technology,
Heidelberg Lifecycle Solutions and Heidelberg Financial
Services. Heidelberg Digital Technology comprises the
sheetfed offset, the label printing, the postpress and the
digital printing business. The Lifecycle business (services,
consumables), Software Solutions and Heidelberg Plat-
forms (offerings outside the print media industry) are bun-

dled in the Heidelberg Lifecycle Solutions segment. The
Heidelberg Financial Services segment comprises the sales
financing business. Further information on the business
activities, products and services of the individual segments
can be found in note 8 of the consolidated financial state-
ments as of March 31, 2019 and in the chapters “Manage-
ment and control” and “Segments and business units” of
the Group management report as of March 31, 2019.

Segment information April 1, 2019 to September 30,
2019:

Heidelberg Digital

Heidelberg Lifecycle

Heidelberg Financial Services Heidelberg Group

Technology Solutions
1-Apr-2018 1-Apr-2019 1-Apr-2018 1-Apr-2019 1-Apr-2018 1-Apr-2019 1-Apr-2018 1-Apr-2019
to to to to to to to to
30-Sep-2018  30-Sep-2019 30-Sep-2018  30-Sep-2019 30-Sep-2018  30-Sep-2019 30-Sep-2018  30-Sep-2019
External sales 655,005 660,449 457,142 460,785 2,159 2,496 1,114,306 1,123,730
EBITDA excluding
restructuring result?
(segment result) 5,520 12,690 54,894 55,113 1,294 1,529 61,708 69,332
EBIT excluding
restructuring result -20,012 -22,052 46,375 43,112 981 1,196 27,344 22,256

U Result of operating activities before interest, taxes, depreciation and amortization, excluding restructuring result

The segment result is reconciled to the net result before
taxes as follows:

1-Apr-2018 1-Apr-2019
to to
30-Sep-2018 30-Sep-2019
EBITDA excluding
restructuring result
(segment result) 61,708 69,332
Depreciation and amortization
excluding restructuring-related
depreciation and amortization 34,364 47,076
EBIT excluding
restructuring result 27,344 22,256
Restructuring result -5,263 -4,648
Result of operating
activities 22,081 17,608
Financial income 3,261 1,797
Financial expenses 30,817 25,003
Financial result -27,556 -23,206
Net result before taxes -5,475 -5,598
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External sales relate to the segments and regions as follows:

Heidelberg Digital Heidelberg Lifecycle Heidelberg Financial Services Heidelberg Group
Technology Solutions
1-Apr-2018 1-Apr-2019 1-Apr-2018 1-Apr-2019 1-Apr-2018 1-Apr-2019 1-Apr-2018 1-Apr-2019
to to to to to to to to
30-Sep-2018  30-Sep-2019 30-Sep-2018  30-Sep-2019 30-Sep-2018  30-Sep-2019 30-Sep-2018  30-Sep-2019
Europe, Middle East
and Africa
Germany 107,697 82,482 60,274 61,117 1,224 1,079 169,195 144,678
Other Europe, Middle
East and Africa region 161,738 131,319 141,502 136,121 127 116 303,367 267,556
269,435 213,801 201,776 197,238 1,351 1,195 472,562 412,234
Asia/Pacific
China 152,650 164,315 24,804 23,859 18 12 177,472 188,186
Other Asia/Pacific region 75,546 87,558 72,204 77,570 750 690 148,500 165,818
228,196 251,873 97,008 101,429 768 702 325,972 354,004
Eastern Europe 58,889 82,367 49,713 50,909 26 227 108,628 133,503
North America
USA 62,597 87,516 69,601 73,175 5 273 132,203 160,964
Other North America
region 13,788 13,812 25,228 24,739 0 89 39,016 38,640
76,385 101,328 94,829 97,914 5 362 171,219 199,604
South America 22,100 11,080 13,816 13,295 9 10 35,925 24,385
655,005 660,449 457,142 460,785 2,159 2,496 1,114,306 1,123,730

Supervisory Board/Management Board

The composition of the Supervisory Board and the Manage-
ment Board as at March 31, 2019 is presented on pages 150
to 152 of the consolidated financial statements as per
March 31, 2019.

The following changes in the Supervisory Board and in
the Management Board took place in the first six months
of financial year 2019/2020:

On July 25, 2019, the Annual General Meeting elected
Ms. Li Li, Tianjin City, China, CEO of Masterwork Group
Co., Ltd., Tianjin City, China, to the Supervisory Board as a
shareholder representative effective from the end of the
Annual General Meeting on July 25, 2019 until the end of
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the Annual General Meeting that adopts a resolution on
official approval of the Supervisory Board’s activities for
the 2023/2024 financial year. The previous member of the
Supervisory Board, Prof. Dr.-Ing. Giinther Schuh, stepped
down effective from the end of the Annual General Meet-
ing on July 25, 2019.

By mutual arrangement with the Supervisory Board of
Heidelberger Druckmaschinen Aktiengesellschaft, the pre-
vious CFO Dirk Kaliebe resigned as a member of the Man-
agement Board as of September 30, 2019. The Supervisory
Board then appointed Marcus A. Wassenberg as a member
of the Management Board and the CFO of Heidelberger
Druckmaschinen Aktiengesellschaft effective September 1,
2019.
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EZ1 Related party transactions

As described in note 40 of the notes to the consolidated
financial statements as of March 31, 2019, business relation-
ships exist between numerous companies and Heidelberger
Druckmaschinen Aktiengesellschaft and its subsidiaries
in the course of ordinary business. This also includes
joint ventures, which are regarded as related companies of
the Heidelberg Group.

In the reporting period, transactions were performed
with related parties that resulted in liabilities of
€3,538 thousand (March 31, 2019: € 4,120 thousand), receiv-
ables of €1,355 thousand (March 31, 2019: € 3,676 thousand),
expenses of € 2,821 thousand (April 1, 2018 to September 30,
2018: €1,284 thousand) and income of € 2,473 thousand
(April 1, 2018 to September 30, 2018: € 2,026 thousand),
which among others comprises sales. All transactions were
again conducted as at arm’s length and did not differ from
relationships with other companies.

Members of the Supervisory Board have received a cus-
tomary remuneration from Heidelberger Druckmaschinen
Aktiengesellschaft and fully consolidated companies in line
with consulting and employment contracts in the report-
ing period.

3 Significant events after the end
of the reporting period

On October 28, 2019, Dr. Siegfried Jaschinski announced to
the Management Board that he would be resigning his
mandate as a member of the Supervisory Board and his
position as Chairman of the Supervisory Board of Heidel-
berger Druckmaschinen AG with effect from November 30,
2019 and thus before the end of his term of office.
Dr. Martin Sonnenschein is to become new member and
Chairman of the Supervisory Board. The Supervisory Board
elected Dr. Martin Sonnenschein as Chairman of the Super-
visory Board with effect from December 1, 2019, at the ear-
liest, however, with effect from the date of his entry into
the Supervisory Board, subject to the condition
that Dr. Martin Sonnenschein is appointed to the
Supervisory Board by court order. The appointment of
Dr. Sonnenschein as a member of the Supervisory Board
shall be applied for immediately at court.

The Supervisory Board and the Management Board of
Heidelberger Druckmaschinen Aktiengesellschaft have
decided to further streamline management structures and
reduce the size of the Management Board. Board member
Stephan Plenz, in charge of the Heidelberg Digital Technol-
ogy segment, will be leaving the company by mutual agree-
ment when his current contract ends in June 2020.

Heidelberg, November 6, 2019

HEIDELBERGER DRUCKMASCHINEN
AKTIENGESELLSCHAFT
The Management Board
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To the best of our knowledge, and in accordance with the
applicable reporting principles for interim reporting, the
consolidated interim financial statements give a true and
fair view of the net assets, financial position and results of
operations of the Group, and the interim Group manage-
ment report includes a fair review of the development and
performance of the business and the position of the Group,
together with a description of the principal opportunities
and risks associated with the expected development of the
Group over the remaining months of the current financial
year.

Heidelberg, November 6, 2019

HEIDELBERGER DRUCKMASCHINEN
AKTIENGESELLSCHAFT
The Management Board

Q0 —l— - @4

Rainer Hundsdorfer Marcus A. Wassenberg
Prof. Dr. Ulrich Hermann Stephan Plenz
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February 11,2020 — Publication of Third Quarter Figures 2019/2020
June 9, 2020 -1 Press Conference, Annual Analysts’ and Investors’ Conference
July 23, 2020 =1 Annual General Meeting

Subject to change
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