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Due to rounding, there may be slight variances in the percentages calculated in this report.
1) Operating EBITDA as a percentage of revenues.

2) Taking into account the financial debt assumed and payments from transactions with non-controlling interests without a change of control, investments amounted to

€1,139 million (H1 2019: €612 million).

3) Net financial debt less 50 percent of the par value of the hybrid bonds plus pension provisions, profit participation capital and lease liabilities.
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Highlights of the First Six Months

RTL’

GROUP

Record reach levels and market share gains in key markets.

Streaming services TV Now in Germany and Videoland
in the Netherlands show continued strong growth in
subscribers.

Fremantle restarts film and TV production in many
territories following coronavirus-related shutdowns.

www.rtlgroup.com

arvato

BERTELSMANN

The international information services provider Experian
acquired a majority stake in Arvato Financial Solutions’
Risk Management division.

Arvato Supply Chain Solutions recorded strong demand
for e-commerce services in the first half of the year and
further expanded its logistics network.

Arvato Systems became further established as a leader
in cloud, according to analyst evaluations, and supported
numerous customers in realizing home office solutions.

Between March and June, Majorel swiftly set up more
than 35,000 remote workstations for its own employees

worldwide.

www.arvato.com

Highlights of the First Six Months

Penguin
Random
House

¢ Bertelsmann acquires full ownership of the world’s largest

trade publishing group.

Growth in the leading book market, the United States:
Strong bestsellers, total availability of its titles in digital
formats, and state-of-the-art logistics prove advantageous
during the coronavirus pandemic.

Penguin Random House connects with audiences
worldwide through virtual events, social media campaigns

and online book recommendations.

www.penguinrandomhouse.com

Bertelsmann
Printing Group

Mohn Media wins another major customer in the retail
sector and strengthens the important brochure segment.

Edeka and the DeutschlandCard multi-partner rewards
program renew their long-standing and successful
partnership for another five years.

The Bertelsmann Printing Group puts two new sheet-
fed printing presses into operation at Mohn Media and

Vogel Druck.

www.bertelsmann-printing-group.com


http://www.penguinrandomhouse.com

G

e G+J teamed up with the Audio Alliance to establish new

podcasts such as “Die Stunde Null — Deutschlands Weg
aus der Krise” (Zero Hour — Germany’'s Way out of the
Crisis), the “Stern” podcast “Wir und Corona” (Us and
Corona), and “Geolino Spezial — Gemeinsam gegen
Corona.” (Geolino Special — Together against Corona).

G+J provided coverage of the coronavirus pandemic in
a variety of special publications, such as the first joint
special issue of the traditional brands “Stern,” “Capital”
and “Geo,” and the “#stayathomeandcook” campaign
by “Essen & Trinken” and “Chefkoch.”

WWW.guj.com

Bertelsmann
Education Group

The Bertelsmann Education Group benefits from increased
demand for online education and training.

Relias provides prevention and hygiene courses free of
charge to customers during the coronavirus pandemic.

Udacity introduces new nanodegrees in emerging tech-
nologies and sees increased demand from B2B sector.

www.bertelsmann-education-group.com

BMG

BMG continues to deliver organic growth.

Creative success and key signings in the label and
publishing business.

Strong streaming business and support for artists and
songwriters during the coronavirus pandemic.

www.bmg.com

B Bertelsmann
Investments

Bertelsmann Investments’ global investment network
grows to more than 240 companies and funds.

Focus on supporting the existing portfolio during the
coronavirus pandemic, as well as 15 new investments via
the BAl and BDMI funds.

Expansion of global activities through fund investments,
including in Vertex Ventures in Southeast Asia and India

and Alpha Intelligence Capital in Europe.

www.bertelsmann-investments.com
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Thomas Rabe

Chairman and CEO of Bertelsmann

Dear Readers,
Dear Friends of Bertelsmann,

The first half of 2020 was dominated by the coronavirus pandemic, which, since its outbreak in China, has been a
challenge for us as a globally active company. Bertelsmann accepted the challenge, and our measures to counter
the economic effects of the pandemic are bearing fruit. We have increased our reach and market share in the TV
market and expanded our growth businesses. We have partially offset the decline in advertising revenues through
our countermeasures, thanks to the diversified positioning of our Group's portfolio and the high proportion of digital
business models. Book publishing, the music business, Arvato’s services businesses and the education business
have proven to be particularly robust. The first signs of stabilization are also emerging: Ad bookings at RTL Group
are picking up again, and the advertising markets are showing signs of recovery.

Specifically, Bertelsmann generated revenues of €7.8 billion in the first six months of 2020, compared to €8.6 billion
in the same period last year, and operating EBITDA of over €1 billion. Net income amounted to €488 million. In the
first six months of 2019, the figure was €502 million.

Bertelsmann took effective measures against the pandemic all over the world, early on and at every level.
Every effort was made to protect employees. About 70 percent of employees worked productively from home;
concurrently, strict hygiene standards were introduced at the plants and distribution centers. In the course of
taking countermeasures, the Executive Board secured Bertelsmann’s liquidity. To reduce the outflow of funds,
cost measures were initiated and investments reduced without impairing the substance of the businesses. At the
same time, the Annual General Meeting of Bertelsmann resolved to suspend dividend payments in fiscal year
2020. In sum, Bertelsmann is creatively, operationally and financially well prepared for a post-pandemic world.

Foreword



All economic challenges notwithstanding, the first half of 2020 was a time of strategic progress. To strengthen
our core, we fully acquired Penguin Random House — another milestone in the almost 200-year history of the book
business at Bertelsmann. RTL Group gained market share in its core markets, and the internationalization of the
Bertelsmann Content Alliance was further advanced.

As the digital transformation of our businesses continued, the RTL streaming services TV Now in Germany
and Videoland in the Netherlands recorded a 45 percent increase in paying subscribers to 1.77 million. At
Penguin Random House, the digital availability of most books, newly expanded digital formats for its authors,
and digitally strengthened state-of-the-art book distribution proved to be a competitive advantage in times of
lockdowns to meet the growing demand for books. Throughout the Group, the technical prerequisites for working
from home were established.

Among our growth platforms, BMG recorded organic growth of 4 percent, thanks to the increase in music
streaming. Arvato Supply Chain Solutions grew its global network of locations by opening new distribution centers
and expanding existing ones in locations including the United States, Russia and Turkey. In May, the information
service provider Experian acquired a majority stake in Arvato Financial Solutions’ risk-management business
in order to strengthen its joint market position. Our education business benefited from the increased demand for
online training and education.

Our network of holdings, primarily in the growth regions, grew to more than 240 companies and funds. Alongside
15 new investments through the BAI and BDMI funds, there were also divestments or partial sales of individual

holdings.

We will continue on the course set in the first half of 2020 so that we can successfully complete the year.

Yours,

Thomas Rabe

Bertelsmann Interim Report January—June 2020



Group Interim Management Report

In the first half of 2020, Bertelsmann held its ground in a challenging business environment.
The second quarter of 2020, in particular, was severely impacted by the coronavirus pandemic
and the economic consequences, which Bertelsmann responded to by increasing liquidity and
taking countermeasures. Group revenues fell by 8.9 percent to €78 billion (H1 2019: €8.6 billion),
and organic revenue decreased by /9 percent. Bertelsmann's diversified portfolio of businesses,
the large share of digital business models and diverse cost-cutting measures partially offset
this downward trend. While the coronavirus pandemic negatively impacted the advertising-
financed businesses in particular, BMG and Arvato’s service businesses performed well. Operating
EBITDA decreased by 21.9 percent to €1,009 million (H1 2019: €1,292 million), while EBITDA
margin declined to 12.9 percent from 15.0 percent in the first half of 2019. Primarily RTL Group,
Gruner + Jahr and the Bertelsmann Printing Group suffered earnings losses. Group profit once
again reached a high level of €488 million (H1 2019: €502 million). Business is expected to
stabilize in the second half of 2020.

Revenues in € billions Operating EBITDA in € millions Group Profit in € millions

86 78 1500 1,292 1,009 600 502 488

H12019 H1 2020 H12019 H1 2020 H12019 H1 2020

* Revenue fell by 8.9 percent;
organic revenue decreased by
7.9 percent

e Decline in operating EBITDA to e Group profit remains at a high
€1,009 million, attributable to level
negative effects of coronavirus e Lower tax expense

e Coronavirus-related declines
partially offset by diversified
portfolio of businesses and large
share of digital businesses

pandemic

e EBITDA margin of 12.9 percent,
compared to 15.0 percent during
the same period last year

6 Group Interim Management Report



Fundamental Information about the Group

Corporate Profile

Bertelsmann operates in the core business fields of media,
services and education in around 50 countries worldwide. The
geographic core markets are Western Europe — in particular,
Germany, France and the United Kingdom —and the United
States. In addition, Bertelsmann is strengthening its involvement in
growth markets such as Brazil, India and China. The Bertelsmann
divisions are RTL Group (video), Penguin Random House (books),
Gruner + Jahr (magazines), BMG (music), Arvato (services),
Bertelsmann Printing Group (printing), Bertelsmann Education
Group (education) and Bertelsmann Investments (funds).

Bertelsmann SE & Co. KGaA is a publicly traded but unlisted
company limited by shares. As a group holding company,
it exercises key corporate functions. Internal corporate
management and reporting follow the Group’s organizational
structure, which consists of the operating divisions and
Corporate.

Three foundations (Bertelsmann Stiftung, Reinhard Mohn
Stiftung and BVG-Stiftung) indirectly hold 80.9 percent of
Bertelsmann SE & Co. KGaA shares, with the remaining
19.1 percent held indirectly by the Mohn family. Bertelsmann
Verwaltungsgesellschaft (BVG) controls all voting rights at
the General Meeting of Bertelsmann SE & Co. KGaA and
Bertelsmann Management SE (general partner).

Strategy

Bertelsmann aims to achieve a fast-growing, digital,
international and diversified Group portfolio. The Group
strategy comprises four strategic priorities: strengthening
the core businesses, digital transformation, expanding
growth platforms and expanding into growth regions.

Thanks to the diversification of its Group portfolio and the large
share of digital businesses, Bertelsmann was able to partially
offset the negative effects of the coronavirus pandemic in
the first half of 2020. Further significant progress was also
achieved in terms of the Group’s strategic priorities. Thanks

to the comprehensive news reporting and entertainment
offerings of the broadcasters and platforms, RTL Group
garnered record-setting ratings and large audiences, and
in some cases even added market share in recent months.
Acquiring full ownership of Penguin Random House
also marked a key milestone in strengthening the core
businesses. The world’s largest trade book publisher is
now a wholly owned group subsidiary of Bertelsmann.
Numerous Gruner + Jahr brands launched new products
and initiatives, including the “#stayathomeandcook” joint
campaign by “Essen & Trinken” and “Chefkoch.” At the
same time, Bertelsmann also further promoted the digital
transformation. This is visible, among other things, in the
rapidly growing number of paying subscribers for the TV Now
and Videoland streaming services. A joint venture between
RTL Group and Groupe M6 was established in France for
building up and expanding a shared technology platform
for streaming services. The Bertelsmann Content Alliance,
already successfully launched in Germany, will be expanded
to the United Kingdom through a joint podcast production
company involving Fremantle, Penguin Random House,
BMG and Dorling Kindersley. Many of Bertelsmann's growth
platforms recorded positive business performances and
stronger demand for digital products and solutions. BMG
entered into global record deals with international artists like
Aloe Blacc and Jason Mraz and global publishing contracts
with Erika Ender and Patricia Kelly. In addition, BMG artists
and songwriters such as Lewis Capaldi and Tame Impala
reported significant chartbusters. Arvato Financial Services
reinforced its market position in the risk management
business by entering into a joint venture with Experian and
benefited from the continued growth of the purchase-on-
account solution for a major customer and the acquisition of
the remaining shares in the purchase-on-account provider
MF Group. The Bertelsmann Education Group reported
stronger demand for online learning services at Relias and
Udacity. In addition, Bertelsmann reinforced its presence
in the growth regions through Bertelsmann Investments,
which now holds some 240 investments in companies
and funds, mainly through its four international funds. In
February, Bertelsmann Brazil Investments benefited from a
successful partial exit from an indirect investment in Brazil-
based education provider Afya.
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Value-Oriented Management System

Bertelsmann’s primary objective is continuous growth of
the company's value through a sustained increase in prof-
itability with efficient capital investment at the same time.
Strictly defined operational performance indicators, includ-
ing revenues, operating EBITDA and Bertelsmann Value
Added (BVA), are used to directly assess current business
performance and are correspondingly used in the outlook.
These are distinguished from performance indicators used
in the broader sense. These include the EBITDA margin
and the cash conversion rate. Some of the key perfor-
mance indicators are determined on the basis of so-called
Alternative Performance Measures, which are not defined
under International Financial Reporting Standards (IFRS).
These should not be considered in isolation but as comple-
mentary information for evaluating Bertelsmann’s business
performance. For detailed information on this, please refer to
the “Alternative Performance Measures” section in the 2019
Combined Management Report.

Revenues as a growth indicator of the businesses decreased in
the first half of 2020 by 8.9 percent to €7,848 million (H1 2019:
€8,612 million). Organic revenue declined by 7.9 percent.
Operating EBITDA is determined as earnings before interest,
tax, depreciation, amortization, impairment losses and reversals
of impairment losses, and is adjusted for special items. The
adjustments for special items serve to determine a sustainable
operating result that could be repeated under normal economic
circumstances and is not affected by special factors or
structural distortions. These special items primarily include
impairment losses and reversals of impairment losses, fair value
measurements, results from disposals of investments and/or
restructuring expenses. This means that operating EBITDA is a
meaningful performance indicator. During the reporting period,
operating EBITDA decreased by 21.9 percent to €1,009 million
(H12019: €1,292 million).

The performance indicator for assessing the profitability

from operations and return on invested capital is BVA. BVA
measures the profit realized above and beyond the appropriate
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return on invested capital. This form of value orientation is
reflected in strategic investment and portfolio planning and
the management of operations and, together with qualitative
criteria, provides the basis for measuring the variable portion
of management remuneration. BVA is calculated as the
difference between net operating profit after tax (NOPAT)
and the cost of capital. NOPAT is calculated on the basis of
operating EBITDA. Operating EBIT is the result of deducting
amortization, depreciation, impairment losses and reversals
of impairment losses on intangible assets; property, plant
and equipment; and right-of-use assets totaling €451 million
(H1 2019: €449 million), which were not included in special
items. A flat tax rate of 30 percent (H1 2019: 33 percent)
was assumed in order to calculate NOPAT of €391 million
(H1 2019: €565 million), which is used to calculate BVA.
Cost of capital is the product of the average level of capital
invested on a pro rata basis and the weighted average cost
of capital (WACC). The average level of capital invested on
a pro rata basis totaled €16.4 billion as of June 30, 2020
(H1 2019: €16.2 billion). The uniform WACC after taxes
is 8 percent, resulting in a cost of capital of €657 million
(H1 2019: €646 million) in the half-year reporting period. The
average invested capital is calculated quarterly on the basis
of the Group’s operating assets less non-interest-bearing
operating liabilities. In the first half of 2020, BVA amounted
to €-222 million (H1 2019: €-46 million). BVA is determined
without taking into account the Bertelsmann Investments
division, since business performance is represented primarily
on the basis of EBIT. Accordingly, the method does not
include a NOPAT contribution from this division. To maintain
consistency, the invested capital will be adjusted for the
Bertelsmann Investments division; hence, capital costs will
be neutralized.

Bertelsmann’s financial management and controlling system
is defined by the internal financial targets outlined in the
“Net Assets and Financial Position” section. These financing
principles are pursued in the management of the Group and
are included in the broadly defined value-oriented manage-
ment system. The key financing and leverage ratios are also
included in the Alternative Performance Measures.



Report on Economic Position

Corporate Environment
Overall Economic Developments

The global spread of the coronavirus (SARS-CoV-2) and the
iliness it causes, COVID-19, severely impacted the global
economy in the spring of 2020. In light of heightened
measures put in place to prevent infections and contain
the coronavirus pandemic, economic activities plummeted
around the world, especially in the second quarter.

According to Eurostat, the statistical office of the European
Union, real gross domestic product (GDP) in the eurozone
decreased by 3.6 percent in the first quarter of 2020 compared
to the previous quarter. According to initial estimates, a drop of
12.1 percent is expected for the second quarter of 2020.

The German economy has also been severely affected.
Weak global investment, in particular, along with temporary
interruptions in the supply chain have had a considerable
negative effect on the German export business. Real GDP
fell by 2.0 percent in the first quarter of 2020 compared to
the previous quarter. According to the initial calculations
of the German Federal Statistical Office, real GDP sank by
10.1 percent in the second quarter of 2020.

The pandemic also put a significant strain on the economy in
France. According to INSEE, the French National Institute of
Statistics and Economic Studies, real GDP fell by 5.9 percent
in the first quarter of 2020 and by 13.8 percent in the second
quarter of 2020.

The economy in the United Kingdom saw a sharp downturn.
Real GDP fell by 2.2 percent in the first quarter of 2020 and
by 20.4 percent in the second quarter of 2020.

The growth trend in the United States slowed drastically.
Real GDP fell in the first quarter of 2020 at an annualized
rate of 5.0 percent. In the second quarter of 2020, real GDP
decreased by an annualized rate of 32.9 percent, according
to initial calculations by the Bureau of Economic Analysis.

Across the board, overall economic development to date
remains below the trend anticipated for the current year.

Developments in Relevant Markets

Driven by the global outbreak of the coronavirus pandemic
over the first six months of 2020, developments in the
relevant markets deviated, in some cases significantly, from
the current-year trend anticipated in the 2019 Combined
Management Report. This primarily impacted the TV adver-
tising, magazine and print markets. To date, there has been
little to no effect on the book publishing and music markets
and on the service and education markets relevant for
Bertelsmann.

The European TV advertising markets dropped sharply in
Germany, France, the Netherlands, Belgium, Hungary and
Spain. In contrast, the relevant video-on-demand markets
registered strong growth.

The market for printed books in the United States showed
stable growth, while the United Kingdom recorded a con-
siderable decrease and Germany and the Spanish-speaking
market reported sharp drops. The markets for e-books and
audiobooks grew significantly in both the United States and
the United Kingdom.

During the first six months of 2020, the magazine markets
in Germany and France were characterized by strongly
declining print advertising and circulation revenues, and the
digital markets also showed strongly declining revenues.

Global music publishing markets grew moderately. The
global recorded-music markets registered slight growth as
the rapid growth in the streaming market more than offset
the drop in recorded music.

The service markets relevant to Arvato showed overall slight
growth in the first half of 2020.

The relevant gravure print markets in Germany, France and
the United Kingdom declined sharply in the first six months
of 2020, along with the corresponding offset markets. The
North American book printing market showed a moderate
decline.

Bertelsmann Interim Report January—June 2020 9



During the reporting period, the digital continuing education
and training markets in the United States exhibited moderate
to strong growth in the market segments where Bertelsmann
is involved — namely, education and training in healthcare,
e-learning in the technology area, and university education in
the university and services areas. The coronavirus pandemic
bolstered demand for digital learning platforms, although
customers were reluctant to enter into new contracts due to
the overall economic situation.

Significant Events in the Current
Financial Year

In view of the global outbreak of the coronavirus pandemic,
Bertelsmann convened a meeting of the Group's crisis
committee for the first time in late January 2020. The committee
prepares advisory services and specific recommended actions
for Bertelsmann'’s divisions and companies. At an early stage,
the Bertelsmann Executive Board implemented a package of
measures to safeguard and increase the company'’s liquidity.
The focus of these measures was on counteracting liquidity
outflow with cost-cutting measures and investment restraint.
In addition, the Executive Board issued a Group-wide travel ban
on business trips in early March and ordered most employees
to begin working from their home offices in mid-March. At
the same time, the individual Bertelsmann companies were
assisted with protective masks and guidelines on distancing
regulations and hygiene measures in order to optimally protect
employees (see details on the “Effects of the Coronavirus
Pandemic on the Condensed Interim Consolidated Financial
Statements” in the Condensed Interim Consolidated Financial
Statements).

Groupe M6, which belongs to RTL Group, sold the French
cashback company iGraal to the German Global Savings
Group (GSG) in March 2020. The transaction was conducted
in part through an exchange of shares. In the course of the
acquisition, Groupe M6 became the largest shareholder in GSG.

As of April 1, 2020, Bertelsmann completed its acquisition of
the remaining 25 percent of shares in Penguin Random House
from co-shareholder Pearson after receiving all of the required
regulatory approvals. A €675 million loan with a term of up
to 18 months was agreed upon in March 2020 in order to
cover the short-term funding required for the acquisition.

10 Group Interim Management Report

Upon implementation of various capital measures, the loan
was repaid in the first six months of 2020 (see the section
“Financing Activities”).

Henrik Poulsen, CEO of the Danish energy company drsted,
was newly appointed to the Bertelsmann Supervisory Board
in June 2020.

In late June 2020, the international information services
provider Experian acquired a majority shareholding in
Arvato Financial Solutions’ risk management division. This
is intended to strengthen the joint market position and to
create an innovative platform to the benefit of the customers
of the formerly separate companies.

Results of Operations
Revenue Development

The negative impact of the coronavirus pandemic on the
results of operations in the first half of 2020 was profound,
yet the effects on the individual divisions varied in degree.
The declines from the advertising-financed businesses could
only be partially offset by the less severely affected music,
service and education businesses. The negative effects to
revenue were offset by Bertelsmann’s diversified portfolio of
business models and the large share of digital businesses.
Group revenues fell in the first half of 2020 by 8.9 percent
to €7,848 million (H1 2019: €8,612 million). Adjusted for
exchange rate effects of 0.2 percent (H1 2019: 1.5 percent)
and portfolio and other effects of -1.2 percent (H1 2019:
-0.1 percent), organic reduction in revenue amounted to
7.9 percent after organic revenue growth of 3.2 percent in
the same period last year.

RTL Group recorded a steep decline in revenues in the report-
ing period, mainly due to a collapse of advertising book-
ings. Revenues at Penguin Random House declined slightly,
despite stronger demand for digitally available titles due to
the temporary closure of bookshops. At Gruner + Jahr, the
revenue level dropped sharply compared to the same period
in the previous year, due to the coronavirus-related decline
in advertising and circulation and also the continuing port-
folio measures. BMG managed to increase revenue, mainly
thanks to the rapid growth in music streaming. Arvato
also recorded slight revenue growth and benefited from



heightened demand for financial services and IT solutions.
The coronavirus pandemic accelerated the market-driven
decline in revenue of the Bertelsmann Printing Group.
Despite stronger demand for online education services,
the Bertelsmann Education Group recorded a decline in
revenue. The investments of Bertelsmann Investments
are generally not consolidated, so revenue is not usually

reported for this division.

Viewed over a rolling 12-month period, the revenue share
generated by the growth businesses amounted to 37 percent
overall (H1 2019: 35 percent), while the revenue share of
structurally declining businesses fell to 3 percent (H1 2019:
4 percent). The growth businesses comprise those activities
that are expected to post continuous revenue increases due
to sustained positive market factors and that have been
identified as growth priorities as part of the Group's strategy.

The following changes occurred in the geographical
breakdown of revenues compared to the same period
last year. The revenue share in Germany amounted to
32.0 percent compared to 33.0 percent in the first half of
2019. The revenue share generated by France amounted to
11.3 percent (H1 2019: 12.4 percent). In the United Kingdom,
the revenue share was 6.2 percent (H1 2019: 6.4 percent),

Operating EBITDA

while the other European countries achieved a revenue
share of 18.8 percent (H1 2019: 18.4 percent). The share
of total revenues generated in the United States increased
to 25.5 percent (H1 2019: 23.5 percent); other countries
accounted for a share of 6.2 percent (H1 2019: 6.3 percent).
Overall, the total share of revenues represented by foreign
business amounted to 68.0 percent (H1 2019: 67.0 percent).
Compared to the first half of 2019, there was a slight shift
in the ratio of the four revenue streams (own products and
merchandise, advertising, services, and rights and licenses)
to one another. The advertising share fell in light of the
decline in demand attributable to the coronavirus pandemic
in the advertising-financed businesses.

Operating EBITDA

During the reporting period, operating EBITDA decreased
by 21.9 percent to €1,009 million (H1 2019: €1,292 million).
Despite the cost-cutting measures introduced, the sharp
decline is attributable to the negative impacts of the
coronavirus pandemic. The EBITDA margin fell to 12.9 percent
from 15.0 percent in the same period last year. The operat-
ing EBITDA of RTL Group decreased noticeably compared to
the same period last year. Given the coronavirus pandemic,
RTL Group recorded cancellations of advertising bookings

in € millions H1 2020 H1 2019
EBIT (earnings before interest and taxes) 805 824
Amortization/depreciation, impairment and reversals on intangible assets, property, plant and 453 261

equipment, and right-of-use assets

tributable to:

attributable to:

attributable to:

ibutable to: Be

mann Education Group

tributable to: Bertelsmann Investments

attributable to: Corporate

Operating EBITDA
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and production delays. In contrast, the number of paying sub-
scribers to the streaming services TV Now in Germany and
Videoland in the Netherlands showed a positive trend. Despite
the growing US business overall, Penguin Random House
registered a decline in earnings. At Gruner + Jahr, earnings
decreased noticeably. Although an increase in demand for
information during the coronavirus pandemic drove higher
numbers of readers, advertising revenues declined sharply at
the same time. BMG generated a stable operating EBITDA and
benefited from rapid growth in music streaming in a difficult
market environment. Improved earnings in all four divisions
contributed to higher operating EBITDA at Arvato. In addition
to even lower volumes and persistent pricing pressure, the
effects of the coronavirus pandemic had an additional nega-
tive impact on earnings at the Bertelsmann Printing Group.
Despite earnings growth particularly at e-learning provider
Relias, earnings at the Bertelsmann Education Group were
lower. The investments of Bertelsmann Investments are gen-
erally not consolidated, so operating earnings are not usually
reported for this division.

Special Items

Special items totaled €247 million (H1 2019: €-19 million).
They consisted of impairment losses on other financial
assets at an amortized cost of €-1 million (H1 2019 reversals
of impairment losses: €8 million), impairment losses on
investments accounted for using the equity method of
€-65 million (H1 2019: -), results from disposals of investments
of €341 million (H1 2019: €76 million), fair value measurement
of investments of €60 million (H1 2019: €9 million), and
restructuring expenses and other special items totaling
€-88 million (H1 2019: €-105 million). The increase in results
from disposals of investments is mainly attributable to
the disposal of a majority shareholding in Arvato Financial
Solutions’ risk management division. Special items included
no adjustments of carrying amounts of assets held for sale in
the first half of 2020 after €-7 million in the same period of the
previous year.

EBIT

EBIT amounted to €805 million in the reporting period
(H1 2019: €824 million) after adjusting operating EBITDA
to include special items totaling €247 million (H1 2019:
€-19 million) and the amortization, depreciation, impairment
losses and reversals of impairment losses on intangible
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assets, property, plant and equipment, and right-of-use
assets totaling €-451 million (H1 2019: €-449 million), which
were not included in special items.

Group Profit

The financial result was €-184 million (H1 2019: €-168 million).
The deviation is attributable to measures taken to secure
liguidity. The tax expense was €-133 million compared to
€-154 million in the same period last year. This deviation is
driven mainly by lower operating earnings in the reporting
period. Group profit thus amounted to €488 million (H1 2019:
€502 million). The share of Group profit attributable to
Bertelsmann shareholders was €386 million (H1 2019:
€325 million). The non-controlling interests in Group profit
came to €102 million (H1 2019: €177 million).

Net Assets and Financial Position
Financing Guidelines

The primary objective of Bertelsmann’s financial policy is to
achieve a balance of financial security, return on equity and
growth. For this purpose, Bertelsmann bases its financing
policy on the requirements of a “Baa1/BBB+" credit rating
and the associated qualitative and quantitative criteria. Credit
ratings and capital market transparency make a considerable
contribution to the company’s financial security and inde-
pendence.

In accordance with the Group structure, the capital
allocation is made centrally by Bertelsmann SE & Co. KGaA,
which provides the Group companies with liquidity and
manages the issuance of guarantees and letters of comfort
for them. The Group uses this method to optimize its capital
procurement and investment opportunities.

Bertelsmann utilizes a financial control system employing
quantitative financial targets concerning the Group's eco-
nomic debt and, to a lesser extent, its capital structure. One
of the financial targets is a dynamic leverage factor, which is
calculated as the ratio of economic debt to operating EBITDA
over a 12-month period and limited to the defined maximum
of 2.5. As of June 30, 2020, operating EBITDA (12 months)
amounted to €2,366 million. Economic debt is defined as
net financial debt less 50 percent of the nominal capital of



the hybrid bonds amounting to €625 million (December 31,
2019: €625 million), plus provisions for pensions amounting
to €1,949 million (December 31, 2019: €1,967 million), profit
participation capital amounting to €413 million (December 31,
2019: €413 million) and lease liabilities amounting to
€1,335 million (December 31, 2019: €1,392 million). As
of June 30, 2020, economic debt was €6,464 million
(December 31, 2019: €6,511 million). In determining the lever-
age factor, the economic debt and the 12-month operating
EBITDA are modified to enable financial management that
corresponds to the Group's structure. For the purpose of
this calculation, economic debt was therefore increased by
€250 million (December 31, 2019: €250 million) and operating
EBITDA decreased by €-263 million (December 31, 2019:
€-291 million). This results in a leverage factor of 2.8 as of
June 30, 2020 (December 31, 2019: 2.6). The increase in the
leverage factor is attributable to lower earnings. Net financial
debt amounted to €3,392 million compared to €3,364 million
as of December 31, 2019.

Financing Activities

Bertelsmann launched another debt issuance program
in March 2020. The framework documentation allows
Bertelsmann SE & Co. KGaA to place bonds worth a total
of up to €5 billion on the capital market. Two bonds worth
a total of €1.5 billion were issued under this program to
strengthen the capital resources within the Group and
to refinance pending capital market maturities ahead of
schedule. The bond worth €750 million issued in April 2020
has a coupon of 2.0 percent and a term of eight years,
and the bond worth €750 million issued in May 2020 has

Consolidated Cash Flow Statement (Summary)

in € millions

a coupon of 1.5 percent and a term of 10 years. Two private
placements totaling €100 million were also issued under this
program. In addition, Bertelsmann issued a promissory note
with a total volume of €250 million in the reporting period.

Bertelsmann also carried out various financing measures in
the first half of 2020 to ensure Group liquidity. In March 2020,
an existing revolving syndicated credit facility was drawn
down in the full amount of €1.2 billion. Of this amount,
€500 million was repaid in June 2020. In addition, a bilateral,
dual currency credit facility of €200 million was agreed upon
in March 2020 and utilized in the amount of US$215 million
as of June 30, 2020. Furthermore, Bertelsmann entered into
a loan of US$300 million in April 2020 with a term of up
to one year. In June 2020, the revolving syndicated credit
facility was extended for a further year, until 2025.

Rating

Bertelsmann bases its financing on the requirements of a
credit rating of “Baal/BBB+". Bertelsmann is currently
rated by Moody's as “Baa2” (outlook: stable) and by S&P as
“BBB+" (outlook: negative). Bertelsmann’s short-term credit
quality rating is “P-2” from Moody’s and “A-2" from S&P.

Cash Flow Statement

In the reporting period, Bertelsmann generated cash flow from
operating activities of €1,138 million (H12019: €568 million). The
cash flow from investing activities was €-229 million compared
to €-107 million in the same period last year. The cash flow from
financing activities was €2,219 million (H1 2019: €-601 million).

H1 2020 H12019

Cash flow from operating activities

flow from investing activities

Cash flow from financing activities

Cash and cash equivalents 6/30 (according to the consolidated balance sheet)
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This difference is attributable to the proceeds from issuing
bonds and promissory notes and to the reduction or sus-
pension of dividend payments to Bertelsmann shareholders
and non-controlling interests. Cash and cash equivalents
rose to €4.8 billion as of June 30, 2020 (December 31, 2019:
€1.6 billion). This significant increase is attributable to capital
market measures aimed at, among other things, securing and
increasing Bertelsmann’s liquidity.

Investments

Investments according to the cash flow statement amounted
to €402 million (H1 2019: €578 million) in the first half of
2020. Investments in intangible assets came to €174 million
(H1 2019: €141 million) and were primarily attributable to
RTL Group for investments in film rights and to BMG for
the acquisition of music catalogs. As in the same period
last year, the majority of investments in property, plant and
equipment, totaling €139 million (H1 2019: €155 million), was
attributable to Arvato. The sum of €79 million was invested
in financial assets (H1 2019: €189 million). Purchase price
payments for consolidated investments (less acquired cash
and cash equivalents) totaled €10 million in the reporting
period (H1 2019: €93 million).

After consideration of the financial debt assumed and

purchase price payments for increasing shareholdings in
subsidiaries, particularly for the acquisition of full ownership
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in Penguin Random House, economic investments increased
to a total of €1,139 million (H1 2019: €612 million) in the
first half of 2020. In accordance with IFRS, these payments
for increases in shareholdings are classified as a change in
equity and allocated to cash flow from financing activities.
The company considers these payments comparable to
purchase price payments for consolidated investments and
thus to have the characteristics of an investment.

Balance Sheet

Total assets amounted to €29.7 billion as of June 30, 2020
(December 31, 2019: €27.3 billion). Pension provisions
decreased somewhat to €1.9 billion (December 31, 2019:
€2.0 billion). Equity amounted to €10.2 billion compared
to €10.4 billion as of December 31, 2019. This resulted
in an equity ratio of 34.2 percent (December 31, 2019:
38.2 percent). Cash and cash equivalents
significantly to €4.8 billion as of June 30, 2020, from
€1.6 billion as of December 31, 2019. This is due to the
capital market transactions aimed at securing liquidity
mentioned in the “Financing Activities” section and the
increase in cash flow from operating activities.

increased

Employees

As of June 30, 2020, Bertelsmann had 126,398 employees
worldwide.



Performance of the Group Divisions

RTL Group

RTL Group experienced a significant reduction in advertising
bookings due to the coronavirus pandemic, leading to
substantial declines in revenues and earnings, especially in
the second quarter. However, the group increased its net
reach, viewing time, and digital usage across its channels and
platforms. RTL Group’s revenues for the first half of the year
came to €2.7 billion (H1 2019: €3.2 billion, -16.4 percent);
operating EBITDA declined 42.5 percent to €382 million
(H1 2019: €665 million). Management took measures to
safeguard liquidity, such as cost and cash flow management,
without cutting into the substance or reducing investments in
the expansion of its streaming services.

The streaming services TV Now in Germany and Videoland in
the Netherlands further increased their subscriber numbers
significantly. Together, they registered 1.8 million paying
subscribers at the end of the first half, 45 percent more
than a year earlier. At Groupe M6 in France, the number of
active users of the advertising-financed streaming service
Bplay rose by one million to over 17 million. The commercial
launch of Salto, the joint subscription streaming service of
Groupe TF1, France Télévisions and Groupe MB6, is scheduled
for autumn 2020.

Mediengruppe RTL Deutschland, Groupe M6 and RTL
Nederland each recorded significant declines in advertising
sales during the reporting period. However, the companies’
information and entertainment offerings met with signifi-
cantly increased viewer interest during the coronavirus pan-
demic. RTL Group achieved market share gains in the net TV
advertising markets in Germany, France and the Netherlands
and outperformed its commercial competitors in the viewer
market.

The group’s production business, Fremantle, faced restrictions
in film and television production given the strict regulations
to prevent the spread of infection; this has resulted in fewer
deliveries of shows and postponements of several productions.
Toward the end of the second quarter, production restarted
in most territories with appropriate protective measures in
place. Fremantle is well prepared for the high demand for
new content from broadcasters and streaming platforms, with
numerous high-end productions in its pipeline.

Penguin Random House

In the first half of the year, Bertelsmann acquired the
remaining 25 percent of shares in Penguin Random House
from co-shareholder Pearson, making it the sole owner of the
international trade publishing group, effective April 1, 2020.
With the completion of this acquisition, the German-language
Verlagsgruppe Random House was integrated and renamed
Penguin Random House Verlagsgruppe.

The coronavirus pandemic had a negative impact on the
company’s businesses due to the extensive closures of local
bookstores. In contrast, the US business demonstrated particular
resilience, partially offsetting reductions in other countries. Overall,
Penguin Random House's sales and earnings were only slightly
below the previous year's level. Revenues reached €1.6 billion
(H1 2019: €1.7 billion, -1.4 percent), and operating EBITDA
dipped 8.0 percent to €209 million (H1 2019: €227 million).

The top-selling fiction of the first half was “Where the Crawdads
Sing” by Delia Owens, which sold more than 1.6 million copies,
bringing its sales in North America alone to over 6.5 million
copies across all formats since 2018. In nonfiction, “Untamed”
by Glennon Doyle and Michelle Obama’s memoir, “Becoming,”
each sold over one million copies. “How to Be an Antiracist” by
Ibram X. Kendi was also a major bestseller.

In the United States, Penguin Random House placed 164 titles
on the “New York Times" bestseller lists, 29 of them at number
one (H1 2019: 191/21). In the United Kingdom, 34 percent of all
titles on the “Sunday Times" bestseller lists were published by
Penguin Random House UK imprints (H1 2019: 46 percent), and
in Germany, the Penguin Random House Verlagsgruppe (formerly
Verlagsgruppe Random House) placed 253 titles on the “Spiegel”
bestseller lists, including 11 at number one (H1 2019: 261/13).

During the coronavirus pandemic, Penguin Random House
benefited from its large number of titles available in digital
form (e-books, audiobooks) and from its state-of-the-art
distribution logistics. This made it possible to meet the ongoing
high demand for its new and backlist books in multi-formats,
despite massive restrictions placed on stationary retail. In all of
its markets, the publishing group developed innovative ways
of connecting with its authors and retailers to reach reading
audiences online in the best possible ways.

Bertelsmann Interim Report January—June 2020 15



Gruner + Jahr

During the first half of 2020, the publishing subsidiary
Gruner + Jahr recorded sharp declines in its revenues and
earnings, almost entirely due to the effects of the corona-
virus pandemic and of portfolio decisions made in 2019.
Revenues fell to €524 million (H1 2019: €677 million), partly
due to the sale of Motor Presse Stuttgart last year. This
decline in revenues was largely offset on the costs side.
Operating EBITDA was €28 million (H1 2019: €62 million).
The digital business’s share of total revenues increased once
again, reaching 44 percent in the core markets of Germany
and France.

As a consequence of the pandemic, revenues and earnings
fell sharply in Germany. The main reasons for this are the
declining ad sales market and businesses such as the Eat
the World culinary and cultural city tours, which could
not be operated for several months. Meanwhile, the news
magazine “Stern” reported higher earnings, as the growth
in digital business and circulation revenues outpaced the
declines in print advertising revenues in particular. Media
usage at the publishing subsidiary increased overall with the
onset of the coronavirus pandemic. This had a positive effect
on the retail sales figures of magazines such as “Stern,”
“Gala” and “Brigitte,” especially in the retail food sector.
Print and digital subscriptions also showed a positive trend.
“"Chefkoch” saw a strong increase in its digital offerings
reach, garnering five million registered users in May. The
content communication provider Territory achieved stable
earnings despite the coronavirus pandemic.

G+J France recorded a sharp drop in revenues and earnings.
Here, too, the coronavirus pandemic had a negative impact
on the advertising and newsstand sales business. The
insolvency of a national press distribution service provider
also impacted the newsstand sales business. Likewise, DDV
Mediengruppe’s revenues and earnings were down from
the previous year due to the pandemic.

As part of the Bertelsmann Content Alliance, G+J con-
tinued to play a leading role in steering the collaboration
of all Bertelsmann content businesses. Additional cross-
divisional formats were developed. “Gemeinsam gegen
Corona”, with around 80 formats, programs, and activities,
was the largest cross-divisional campaign in Germany in
the context of the coronavirus pandemic.
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BMG

Bertelsmann’s music subsidiary, BMG, increased revenues
and maintained its operating results. Revenues were up by
4.8 percent to €282 million (H1 2019: €269 million), while
operating EBITDA reached €49 million (H1 2019: €49 million,
-0.1 percent). Thanks to dynamic growth in music streaming,
further facilitated by the company’s broad and highly digital
setup, any lost revenues due to postponed releases or disrup-
tions of physical distribution were more than compensated
for. Digital revenues as a share of BMG's total revenue grew
to 59 percent in the reporting period (H1 2019: 56 percent).

In the recordings business, BMG released successful new
work by rapper KSI, hip-hop duo Run The Jewels, reggae
singer Conkarah, and newcomer Curtis Waters. New signings
included Aloe Blacc, Jason Mraz, Run The Jewels and CHAII.

The publishing business saw strong performances from
Lewis Capaldi, the rock band Blossoms, the rappers Ufo361
and NAV, as well as Tame Impala from Australia. With “Living
in a Ghost Town,” the Rolling Stones presented their first
new composition in eight years. New publishing contracts
were signed with Erika Ender, Diane Warren, Runaway June
and Patricia Kelly, among others.

Other transactions during the first half included global
partnerships with Britain’s ITV Studios and with ex-Beatle
George Harrison's Dark Horse Records label. BMG increased
its range of artist services with a move into the neighboring
rights business; expanded into Canada in the production music
sector; and launched the Renew Records label in the United
States. BMG Production Music signed a cooperation agreement
with the Al-based music-to-video platform MatchTune.

In response to the coronavirus pandemic, BMG launched a
new feature on its myBMG service portal that enables artists
to work together with songwriters on creative projects.

Arvato

Arvato’s businesses developed positively overall in the
first half of 2020 despite the coronavirus pandemic. The
internationally operating services group slightly improved
both its revenues and operating profit. Revenues grew
by 2.3 percent to €2.1 billion (H1 2019: €2.0 billion),
while operating EBITDA rose 16.0 percent to €305 million



(H1 2019: €263 million). All solutions groups contributed to
this positive development.

The logistics services businesses within Arvato Supply
Chain Solutions showed remarkably good development,
due in particular to the good performance delivered by the
e-commerce, high-tech and healthcare segments. The global
network of sites was further strengthened by the commis-
sioning of new distribution hubs and the expansion of exist-
ing ones in the United States, Russia and Turkey, among
other locations. In addition, targeted investments were made
in the digital transformation of the group’s business models.

Arvato Financial Solutions’ businesses continued to grow.
Revenues and earnings were up year on year. This develop-
ment was mainly supported by a good performance in the
risk management and pay-after-delivery business. In June,
the process of selling 60 percent of the shares in the risk
management business to the information service provider
Experian was successfully completed. In the same month,
Arvato Financial Solutions acquired the remaining shares
in MF Group, a Swiss-based provider of e-commerce
B2C factoring solutions.

The IT services provider Arvato Systems successfully continued
developing its own offerings and business models, particularly
in the key emerging fields of cloud computing and artificial intel-
ligence (Al). In the second quarter, Arvato Systems also helped
numerous customers implement home office solutions on short
notice with comprehensive IT solutions and services, thereby
making an important contribution to mitigating the negative
consequences of the coronavirus pandemic for customers.

The customer relationship management company Majorel,
a business fully consolidated at Bertelsmann, did well in
the first half of the year, increasing both revenues and
earnings. Internationally, Majorel expanded its business with
a major social media provider from Asia, among others. In
Germany, a major communications project for the customer
Volkswagen was successfully implemented together with
Arvato Financial Solutions.

Bertelsmann Printing Group
The Bertelsmann Printing Group (BPG) reported declines

in revenues and operating results in the first half of 2020.
The situation in the printing market has been challenging

for several years, becoming even more acute over the
course of the coronavirus pandemic. Orders were canceled
on short notice, and publishing objects were reduced in
volume or even discontinued, particularly among customers
in France and in the travel industry. Group revenues fell
by 15.1 percent year on year to €650 million (H1 2019:
€766 million). Operating EBITDA was €19 million (H1 2019:
€30 million).

The group’s printing businesses in Germany, Switzerland
and Austria, which are bundled in BPG GSA, recorded a
significant decline in revenues and operating profit in the
first six months of 2020, primarily due to the pandemic.
Mohn Media's performance was significantly down year on
year due to lower capacity utilization in the book, catalog
and magazine segments. Meanwhile, the brochure business
grew, thanks to the acquisition of a large new customer,
among other things. Prinovis Germany declined again in
the reporting period, mainly due to the planned capacity
reduction at the Nuremberg site, which is to be closed, but
also due to volume reductions in the magazine segment.

GGP Media, which specializes in print solutions for book
publishers, was able to compensate for the decline in
retail book sales with additional orders from existing and
new customers. The BPG subsidiary Vogel Druck, which
specializes in small- to medium-print-run periodicals and
catalogs, suffered significant losses year on year due to
order cancellations.

The direct-marketing businesses bundled in BPG also
recorded a decline in revenues and earnings due to the
pandemic. The DeutschlandCard multi-partner rewards pro-
gram succeeded in renewing the long-term contract with its
founding partner Edeka.

The group’s printing activities in Britain were also hit hard by
the pandemic. Revenues and earnings declined sharply due
to volume reductions, especially in periodic supplements;
extensive countermeasures to adjust capacity were initiated.
The picture is similar for the printing business in the United
States.

Revenues in storage media replication declined but were
above plan given the declining market. The sustainable pack-
aging solutions business for the food industry was further
expanded.
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Bertelsmann Education Group

The Bertelsmann Education Group saw a decline in revenues
and earnings in the first half of the year; adjusted for portfolio
effects, revenues increased. In particular, the e-learning
provider Relias, a specialist in continuing education and
training for the healthcare sector, benefited from increased
demand.

In sum, Bertelsmann’s education businesses generated
revenues of €158 million, down 5.9 percent year on year
(H1 2019: €168 million). The Bertelsmann Education Group
achieved operating EBITDA of €40 million (H1 2019:
€41 million, -3.1 percent). The declines are essentially
due to the resale of a division of the continuing education
specialist OnCourse, acquired in 2018, and the loss of an
important customer at the US university service provider
HotChalk.

Relias recorded significant growth, although the coronavirus
pandemic meant that many educational offerings requiring
physical presence had to be canceled. The company invested
in new products and technology, including the introduction
of new mobile applications and a virtual classroom that
allows the company’s more than 11,000 institutional clients
to conduct their healthcare training online. In March, Relias
started providing prevention and hygiene courses free of
charge in the United States, Europe and Asia to help combat
the coronavirus.

The online continuing education platform Udacity, in which
Bertelsmann has a major stake, also grew in the first half of
the year and launched new course offerings. For example,
the company introduced nanodegree programs for Artificial
Intelligence in Healthcare and AWS Cloud Architect train-
ing. The platform enjoyed strong demand from corporate
customers seeking to offer online training to their work-
forces. In response to the coronavirus pandemic, Udacity
initiated an extensive scholarship program and offered
free courses in March to open up new opportunities for
job seekers.

Alliant International University, which specializes in psychology

and education, recorded revenue increases, mainly due to an
expansion of its online curriculum.
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Bertelsmann Investments

Bertelsmann Investments made 29 new and follow-on investments
in the reporting period, most of them through its Bertelsmann
Asia Investments (BAI), Bertelsmann India Investments (BIl) and
Bertelsmann Digital Media Investments (BDMI) funds. At the
same time, it achieved four exits, so that Bertelsmann Investments
held a total of 241 investments on June 30, 2020.

Bertelsmann Investments’ business performance is essentially
measured based on EBIT, which was €23 million in the first half
of 2020 (H1 2019: €-9 million).

BAI made eight new and follow-on investments in the reporting
period, including in the cloud software and services provider
CloudChef, the tutoring app Feibai, and the digital service
provider Deepexi. BAI also generated profits from partial sales
of shares.

In Brazil, Bertelsmann Brazil Investments (BBI) benefited from
a partial exit from the Brazilian education company Afya, in
which Bertelsmann owns a stake via a fund participation with
its partner Crescera Investimentos.

Bll supported its Indian portfolio companies and made four follow-
on investments in fintech companies including Lendingkart and
Rupeek. BIl made a full exit from the music streaming platform
Saavn, with the second partial sale to Reliance Jio.

BDMI made 12 new and follow-on investments, including
new investments in the market research platform Suzy and
the translation software company Papercup. In addition to
two new investments in funds (Bitkraft Esports Ventures | and
Betaworks 2.0), BDMI participated in follow-on investment
rounds in the fundraising start-up Omaze and the text-to-video
start-up Wibbitz. BDMI completed a successful exit by selling
its shares in Skimlinks, a platform for affiliate marketing.

Bertelsmann Investments also invested in the Southeast Asia
and India funds of Vertex Ventures, an investment company
owned by Singapore's sovereign wealth fund Temasek. Four
other fund investments were made in Europe, including in Alpha
Intelligence Capital, through which Bertelsmann Investments is
strengthening its network in the fields of artificial intelligence
and machine learning.



Significant Events after the Balance Sheet Date

In July 2020, Bertelsmann issued a fixed interest bond in a
private placement in the amount of €250 million with a term
of two years, and a bilateral credit facility of US$215 million
was repaid.

Risks and Opportunities

Risk Management System

Please refer to the 2019 Combined Management Report for a
description of Bertelsmann’s risk management system (RMS) and
the accounting-related RMS and internal control system (ICS).

Significant Changes in Risks Compared to the
2019 Combined Management Report

Please refer to the respective disclosures in the 2019 Combined
Management Report for a description of the key risks to the
Bertelsmann Group. Overall, as of June 30, 2020, the same
Group risks are considered material as those existing as of
December 31, 2019. However, the significance of individual types
of risk in terms of Bertelsmann'’s future business performance
has changed. This is primarily due to an increase in risk around
economic trends stemming from the coronavirus pandemic,
which has become the most significant risk to the Group.

Strategic and Operational Risks

The risk position for the Group has changed significantly from
that depicted in the 2019 Combined Management Report. The
overall economic downturn following the coronavirus pandemic
is also affecting Bertelsmann’s businesses, especially the
advertising-funded businesses of RTL Group and Gruner + Jahr.
Besides, the structural decline in the printing businesses is
accelerated by the economic developments. In addition to the
impacts on revenue and earnings, which are already apparent,
there is a high degree of uncertainty regarding the further
course of the coronavirus pandemic and a potential general
economic recovery in connection with it. Assessing risk beyond
the financial year 2020 is therefore difficult.

Many economies are reporting historic economic down-
turns, particularly in the second quarter of 2020. Although
it seems as though the crisis has bottomed out, uncertainty

surrounding the further development of the coronavirus
pandemic still remains. Additionally, the risks that already
existed before the pandemic, such as the potential expan-
sion of protectionist measures and the uncertain long-term
impact should the United Kingdom leave the European Union,
remain. For Bertelsmann, this could result in additional risks
to the advertising-financed businesses in particular.

Legal and Regulatory Risks

Please refer to the 2019 Combined Management Report
for details of the legal and regulatory risks. No significant
changes have been identified.

Financial Market Risks

Compared with the situation in the 2019 Combined
Management Report, the financial market risks have grown
to a moderate level. The setup of a strategic and anticipatory
liquidity reserve in the wake of the coronavirus pandemic
creates an increased risk related to investing the liquidity.

Overall Risk

In total, the overall risk position has increased significantly. Despite
the impacts of the coronavirus pandemic, no risks were identi-
fied for Bertelsmann as a going concern as of June 30, 2020.

Opportunities

The assessment of opportunities has not changed substantially
compared to the information presented in the 2019 Combined
Management Report. However, the growing digitalization of
individual areas of life, which has accelerated even further due
to the global coronavirus pandemic, has created additional
opportunities. Accordingly, the use of digital media formats
and online education solutions could increase for the long
term and the service business surrounding digital customers
and e-commerce solutions could grow.

Outlook

Since infection control measures have been relaxed at home
and abroad, along with massive support through monetary
and fiscal policies, there are initial signs that the global
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economy is recovering. However, this economic recovery is
still quite fragile, particularly concerning the further develop-
ment of the coronavirus pandemic and a potential resumption
of restrictions. A gradual recovery of the global economy is
expected for the second half of 2020, as long as the course of
the pandemic permits long-term and widespread relaxation
of the containment policies. However, at -3.8 percent for
2020 as a whole, the economic estimates by the Kiel Institute
for the World Economy (IfW) concerning global development
are significantly lower than the previous expectations.

Although the coronavirus pandemic affects the entire
eurozone, there will be differences among the EU countries
in the severity of the recession. Overall, the IfW expects real
GDP in the eurozone to fall 8.6 percent in 2020. The GDP in
Germany will drop by 6.8 percent, as expected. In France, hit
particularly hard by the pandemic, a decrease of 11.0 percent
is expected. A severe slump is also expected in the United
Kingdom; according to the IfW estimates, the real GDP could
shrink by 9.1 percent in 2020. The economic outlook for the
United States has also taken a significant turn for the worse.
The IfW expects real GDP to fall by 5.8 percent in 2020.

These assessments are subject to a particularly high degree
of uncertainty. The economic consequences of the corona-
virus pandemic and the scope of the downturn can only be
estimated on a preliminary basis, and it is therefore not pos-
sible to adequately forecast their impacts. In addition, geo-
political crises, national deficits, currency turbulence or the
introduction of higher tariffs as a result of rising protectionist
tendencies could interfere with economic performance. The
resulting developments could adversely affect the economic
situation, which is a key factor influencing Bertelsmann’s
business performance.

Deviating from the forecast in the 2019 Annual Report, the
global outbreak of the coronavirus pandemic is expected to
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have a significantly negative impact on the macroeconomic
trend and consumer confidence in the economies relevant to
Bertelsmann. This affects several of Bertelsmann'’s divisions,
particularly the advertising-financed businesses of RTL Group
and Gruner + Jahr. Furthermore, the structural decline in the
print businesses has accelerated further since the pandemic
began. There has been little to no effect on the service and
education businesses or on the book publishing business
and music business. Because of the extreme uncertainty
surrounding the further course of the coronavirus pandemic, this
forecast is based on a significantly higher degree of uncertainty
than usual. Assuming that infection rates do not begin to climb
again in the second half of 2020, Bertelsmann anticipates that,
for the financial year 2020, revenues will decrease moderately
to significantly and operating EBITDA will fall strongly. In light
of the declining earnings as invested capital remains stable,
BVA for the Group can be expected to fall strongly. Essential
operational measures to increase free cash flow and to secure
and increase the liquidity of the Group have been successfully
implemented. All financial liabilities due in the financial years
2020 and 2021 were refinanced for the long term at an early
date, and numerous measures implemented with the aim of
cutting costs and investment restraint will be continued until
further notice.

These forecasts are based on Bertelsmann's current business
strategy, as outlined in the “Corporate Profile” section. In
general, the forecasts reflect careful consideration of risks
and opportunities and are based on operational planning
and the medium-term outlook for the corporate divisions.
All statements concerning potential future economic and
business developments represent opinions advanced
on the basis of the information that is currently available.
Should underlying assumptions fail to apply and/or further
risks arise, actual results may differ from those expected.
Accordingly, no assurances can be provided concerning the
accuracy of such statements.



Condensed Interim Consolidated
Financial Statements

Consolidated Income Statement

in € millions H1 2020 H12019
Revenues 7.848 8,612
Otheroperatmg o 179 PR 194
Costofmatenals ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, ( 2357) ................................ ( 2761)
Royaltyand e ( 754) (715)
Personnel e ( 2660) ................................ ( 2818) .
Amortization/depreciation, impairment and reversals on intangible assets, property, plant and (453) (461)

equipment and right-of-use assets

erating expenses

or using the equity method

om investments account

tments accounted for using the equity method

Non-controlling interests 102 177
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Consolidated Statement of Comprehensive Income

in € millions H1 2020 H1 2019
Group profit or loss 488 502

e to:

nn shareholders

Non-controlling interests
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Consolidated Balance Sheet

in € millions 6/30/2020 12/31/2019

rent assets

Goodwill

other receivables

ncial assets

Retained earnings

nn shareholders’ equity

olling interests
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Consolidated Cash Flow Statement

in € millions H1 2020 H1 2019

Cash and cash equivalents 6/30 (according to the consolidated balance sheet) 4,773 1,231

Changes in Net Liabilities Arising from Financing Activities

in € millions H1 2020 H1 2019

Net liabilities arising from financing activities at 1/1 (4,756) (5,262)

Net liabilities arising from financing activities at 6/30

Net liabilities arising from financing activities are the balance of the balance sheet positions “Cash and cash equivalents,” “Financial debt” and “Lease liabilities.”
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Consolidated Statement of Changes in Equity

Sub- Capital Bertels-  Non- Total
scriped reserve”  Other " mann conj
e Y
i I I
earnings  (jffer- reserve flow other Uit
ences hedges com- S
prehensive
income of
investments
accounted
for using
the equity
in € millions method
Balance as of 1/1/2019 1,000 2,345 5,200 (85) 12 (3) 5 8,474 1,364 9,838
Adjustment - - (38) - - - - (38) (12) (50)
Balance as of 1/1/2019% 1,000 2,345 5,162 (85) 12 (3) 5 8,436 1,352 9,788
Group profit or loss - - 325 - - - - 325 177 502
cher comprehensive _ B (219) 31 _ 1 @) (189) ) (197)
income
Firoup total comprehensive _ _ 106 31 _ 1 @) 136 169 305
income
Dividend distributions - - (180) - - - - (180) (198) (378)
Changes in ownership
interests in subsid'iaries B B ) 8 B B B 6 94 100
that do not result in a loss
of control
Equity transactions with _ _ (182) 8 _ _ _ (174) (104) (278)
shareholders
Other changes - - (4) - (2) - - (6) 62 56
Balance as of 6/30/2019 1,000 2,345 5,082 (46) 10 (2) 3 8,392 1,479 9,871
Balance as of 1/1/2020 1000 2345 5496 - | 8 ] 1 8854 1591 10445
Group profit or loss - - 386 - - - - 386 102 488
cher comprehensive _ _ 20 (101) " 1 1 (80) ) (88)
income
Qroup total comprehensive _ _ 206 (101) " 1 ] 306 04 200
income
Dividend distributions - - - - - - - - (2) (2)
Changes in ownership
interests in sub3|d_|ar|es B _ (429) @) B B _ (437) (235) (672)
that do not result in a loss
of control¥
- - (429) (8) - - - (437) (237) (674)
. T . - - . - = . .
1,000 2,345 5,473 (106) 7 2 2 8,723 1,447 10,170

1) The capital reserve mainly includes share premiums received from the issue of ordinary shares in excess of their par values.

2) Thereof, as of June 30, 2020, no significant amounts relate to assets classified as held for sale in accordance with IFRS 5 (June 30, 2019: €2 million).

3) The adjustments result from the initial application of the financial reporting standard IFRS 16 Leases as of January 1, 2019.

4) The changes in ownership interests in subsidiaries that do not result in a loss of control mainly result from the shareholding increase in Penguin Random House.
Further details are presented in the section “Change in Bertelsmann Shareholders’ Equity.”
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Segment Information

Penguin

RTL Group Random House Gruner + Jahr BMG Arvato
in € millions H12020 H12019 H12020 H12019 H12020 H12019 H12020 H12019 H12020 H12019
Revenues from external customers 2,617 3,140 1,627 1,650 508 669 280 268 2,064 2,019
Intersegment revenues 35 33 - - 16 8 2 1 31 30
Divisional revenues 2,652 3,173 1,627 1,650 524 677 282 269 2,095 2,049
Operating EBITDA 382 665 209 227 28 62 49 49 305 263
EBITDA margin® 14.4%  209% 12.8% 138%  54%  91% 17.3% 18.1%  146% 128%
Impairment (-)/reversals (+) on intangibié .....................
assets, property, plant and equipment 2 (5) - - - (1) = - (2) (3)
and right-of-use assets
Re-sults from i‘nvestments accounted for 13 28 " _ _ 4 _ _ 5 4
using the equity method
1) Operating EBITDA as a percentage of revenues.
2) The business development of Bertelsmann Investments is determined primarily on the basis of EBIT. EBIT amounted to €23 million (H1 2019: €-9 million).
Reconciliation to Operating EBITDA
in € millions H1 2020 H1 2019

ssets held for sale

ent (+)/reversals (-) on o

inancial assets at amor

ent (+)/reversals (-) on i

ments accounted for us

rom disposals of investm

Operating EBITDA

805

824

461

(12)
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Bertelsmann Bertelsmann Bertelsmann

Printing Group Education Group Investments? Total divisions Corporate Consolidation Group total
H12020 H12019 H12020 H12019 H12020 H12019 H12020 H12019 H12020 H12019 H12020 H12019 H12020 H12019
584 682 158 168 4 6 7,842 8,602 6 10 - - 7.848 8,612
66 84 - - 1 - 151 156 16 17 (167) (173) - -
650 766 158 168 5 6 7,993 8,758 22 27 (167) (173) 7,848 8,612
19 30 40 a @) () 1,029 1336  (16)  (44) @ = 1009 1,292
2.9%  3.9% 249% 242% 71.0% -13.4%  12.9%  15.3% na na na na  129%  15.0%
= 4 = - = - = (13) = - = (1 = (14)
- - 10 25 - - 27 61 - - (1) 1 26 62
Selected Explanatory Notes
Accounting Principles
The Bertelsmann SE & Co. KGaA Interim Financial these policies is presented in the notes to the Consolidated

Report complies with International Financial Reporting
Standards (IFRS) and the related interpretations (IFRIC) of
the IFRS Interpretations Committee (IFRS IC) applicable in
the European Union (EU-IFRS) and contains Condensed
Interim Consolidated Financial Statements prepared in
accordance with IAS 34 Interim Financial Reporting, including
selected explanatory notes. This report was prepared —
with the exception of the financial reporting standards
and interpretations applied for the first time in the current
financial year — using fundamentally the same accounting
and measurement policies as in the Consolidated Financial
Statements of December 31, 2019. A detailed description of

Financial Statements in the 2019 Annual Report. The first-time
application of the new financial reporting standards had no
material impact on the Bertelsmann Group. The Bertelsmann
Group has not opted for early adoption of any standards,
interpretations or amendments that have been issued but
are not yet effective. The Condensed Interim Consolidated
Financial Statements and the Group Interim Management
Report were neither audited in accordance with section 317
of the German Commercial Code (Handelsgesetzbuch, HGB)
nor reviewed in accordance with section 115 para. 5 of the
German Securities Trading Act (Wertpapierhandelsgesetz,
WpHG) by an auditor.

Effects of Coronavirus Pandemic on the Condensed Interim Consolidated Financial Statements

The effects of the coronavirus pandemic on the
Condensed Interim Consolidated Financial Statements of
Bertelsmann SE & Co. KGaA, both in terms of operations
and balance sheet, vary in media, services, education and
investment. While revenues from advertising declined
significantly, the less affected music, services and
education areas partially compensated these effects. In
addition to the Group-wide implementation of extended
procedures to monitor cash and receivables, financing

measures were taken at early stage at the beginning of

the looming coronavirus pandemic and its macroeconomic
consequences. Furthermore, balance sheet effects were
determined and evaluated for the particularly relevant issues.
These issues were the impairment of goodwill and individual
assets, leasing, royalties, program rights, inventories, trade
receivables, government grants, deferred tax assets, losses
from onerous contracts and revenues. No significant issues
were noted except for the impairment of the investment
in Atresmedia (further explanations are presented in the
section “Other Information”).
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Economic uncertainties arising from the coronavirus pan-
demic require extended discretionary decisions, estimates
and assumptions. The assessment of the extent to which
current and future customers will continue to be able to
fulfill their payment obligations resulting from customer
contracts is subject to uncertainties in the current macro-
economic situation, so Bertelsmann focuses on examining
this criterion before and at the time of satisfying perfor-
mance obligations as part of revenue recognition. In addi-
tion, the estimation of the variable consideration based on
capacity utilization and the determination of transaction
prices are subject to uncertainty.

The coronavirus pandemic was considered a triggering event
for the impairment test of goodwill allocated to the cash-
generating units (CGUs). Initially, the headroom for the CGUs,
last calculated as of December 31, 2019, as the difference
between the recoverable amount and the carrying amount, the
current estimate of the effects of the coronavirus pandemic
for the entire financial year 2020, and the variance between
planned and actual figures in the first months of the financial
year are analyzed and the type and scope of further necessary
analyses are determined on this basis. Since the performance
of necessary impairment tests is currently subject to increased
uncertainty and extended discretionary decisions in the context
of cash flow forecasts, various scenarios are considered
and weighted with regard to future developments when
determining the recoverable amounts. Depending on the CGU,
a distinction is made between so-called V, U and L scenarios,

Scope of Consolidation

The Condensed Interim Consolidated Financial Statements as
of June 30, 2020, include Bertelsmann SE & Co. KGaA and all
material subsidiaries over which Bertelsmann SE & Co. KGaA
is able to exercise control in accordance with IFRS 10. Joint
ventures and associates are accounted for using the equity
method in accordance with IAS 28. As of June 30, 2020, the
scope of consolidation including Bertelsmann SE & Co. KGaA
consists of 916 (December 31, 2019: 933) companies with
14 additions and 31 disposals in the first half of 2020.
This includes 843 (December 31, 2019: 861) consolidated
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each with different points in time and, if necessary, according
to the respective degree of expected economic recovery. To
determine the recoverable amount, the cash flows determined
are discounted using the cost of capital rate applicable on the
reporting date. Where Group companies have applied for and
received grants to fight the coronavirus pandemic in various
forms, income grants are generally deferred and recognized
as income over the term of the grant. By contrast, investment
grants reduce the cost of the acquired asset. Due to the fact
that newly created conditions are subject to interpretation ex
post, the risk that the conditions for a granted subsidy may
not be fulfilled despite intensive checks in advance cannot be
completely ruled out. In light of the coronavirus pandemic,
the use of government tax incentive programs is also being
considered. A potential loss carryback to previous years within
the US tax group under the CARES Act is worth mentioning in
this context.

Overall, apart from the operational effects on revenues resulting
from the coronavirus pandemic, no further significant effects on
the Bertelsmann Group's financial position, performance and
cash flows are currently expected except for the impairment of
the investment in Atresmedia. Furthermore, the information on
significant discretionary decisions, estimates and assumptions
in the notes to the 2019 Annual Report still applies. Management
is of the opinion that the additional estimates and discretionary
decisions required by the coronavirus pandemic take appropriate
account of the currently foreseeable microeconomic and
macroeconomic situation.

companies. In addition, investments in 20 (December 31,
2019: 22) joint ventures and 53 (December 31, 2019: 50)
associates are accounted for using the equity method in
the Consolidated Financial Statements. A total of 188
(December 31, 2019: 191) companies were excluded from
the scope of consolidation. These consist of the associates
in the portfolio of the Bertelsmann Investments division
and entities without significant business operations and of
negligible importance for the financial position and financial
performance of the Bertelsmann Group.



Acquisitions and Disposals

The Bertelsmann Group made several acquisitions in the
first half of 2020, none of which was material on a stand-
alone basis. In total, the impact of these acquisitions on
the Group’s financial position and financial performance
was also minor. The cash flow from acquisition activities
totaled €-10 million, of which €-8 million related to new
acquisitions during the first half of the year less cash and
cash equivalents acquired. The consideration transferred
in accordance with IFRS 3 amounted to €41 million, taking
into account contingent consideration of €2 million. In
addition, put options in the amount of €9 million were
accounted for in relation to the acquisitions. The other
acquisitions resulted in goodwill totaling €58 million,

in the first half of 2020 and have been recognized in profit
or loss.

The purchase price allocations consider all the facts and
circumstances prevailing as of the respective dates of acquisition
that were known prior to preparation of the Consolidated
Financial Statements. In accordance with IFRS 3, should further
facts and circumstances become known within the 12-month
measurement period, the purchase price allocation will be
adjusted accordingly.

The following table shows the fair values of the assets
and liabilities of the acquisitions on their dates of initial

which reflects synergy potential and is not tax deductible.  consolidation based on the currently still preliminary
Transaction-related costs amounted to less than €1 million purchase price allocations:
Effects of Acquisitions
in € millions Total
Non-current assets
58
18
1
2

non-financial liabilities

Fair value of pre-existing interests

Since initial consolidation, all new acquisitions in accor-
dance with IFRS 3 in the first half of 2020 have contributed
€10 million to revenue and an immaterial amount to Group

profit or loss. If consolidated as of January 1, 2020, these
would have contributed €22 million to revenue and €1 million
to Group profit or loss.
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In March 2020, Groupe M6, which belongs to RTL Group, sold
its interests held in its subsidiary iGraal, the French leader in
cash back, to German Global Savings Group (GSG), a major
global player in digital marketing. The deal, which takes the
form of a partial cash sale for €35 million and a share swap,
valued iGraal at €126 million. As a result, Groupe M6 becomes
the leading shareholder in GSG, with 42.72 percent of the
capital, and consolidates its results via the equity method
(initial recognition of the investment in GSG at €91 million).
Net of transaction-related costs, the transaction resulted in
an overall gain of €78 million recognized in the item “Results
from disposals of investments.” As of December 31, 2019,
the iGraal disposal group was presented as an asset classified
as held for sale.

The Arvato division sold 60 percent of its interest in informa
Solutions GmbH to GUS Treasury Services B.V. in June 2020
for €231 million. The purchase price was settled by the
transfer of 7.2 million ordinary shares of Experian plc, the
parent company of GUS Treasury Services B.V., for a total of
€223 million and a cash payment of €8 million. The ordinary

Effects of Disposals

shares are presented under other current financial assets
and are based on level 1 of the fair value hierarchy. Net of
transaction-related costs, the transaction resulted in an
overall gain of €253 million recognized in the item “Results
from disposals of investments.” This gain includes €86 million
from the fair value measurement of the Bertelsmann Group'’s
remaining 40 percent interest in informa Solutions GmbH.
In the Bertelsmann Consolidated Financial Statements, this
remaining 40 percent interest in informa Solutions GmbH is
presented as an associate in the item “Investments accounted
for using the equity method.” The fair value of these shares
determined at the time of disposal is €123 million.

After considering the cash and cash equivalents disposed of,
the Bertelsmann Group recorded cash flows in the amount
of €27 million from all disposals in the first half of 2020. The
disposals led to a gain from deconsolidation of €328 million,
which is recognized in the item “Results from disposals of
investments.” The following table shows their impact on
the Bertelsmann Group's assets and liabilities at the time of
deconsolidation:

in € millions iGraal informa Solutions Other Total
Non-current assets
Goodwil a 79 4 124
Other intangible assets 2 10 2 14
P ‘['J‘Iant and equipment an(';‘iw'wl;t—of—use assets - 3 - 3
O -current assets H ‘ 3 - - 3
éurrent éésets """"""
- - 7
20 13 3 36
- 2 - 2
- 2 - 2
Other financial and non-financial liabilities 27 19 13 59
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Change in Bertelsmann Shareholders’ Equity

On April 1, 2020, Bertelsmann increased its investment in the
trade book publisher Penguin Random House to 100 percent.
In this regard, Bertelsmann acquired the remaining 25 percent
interest from its former British co-shareholder Pearson.
German Verlagsgruppe Random House, which was already
wholly owned by Bertelsmann, has been merged with the
international publishing group and now operates as Penguin
Random House Verlagsgruppe. The purchase price payment
for the 25 percent interest amounted to €619 million. In
addition, transaction-related costs amounted to €1 million,

which was recognized directly in equity. The transaction was
accounted for as an equity transaction in accordance with
IFRS 10. The difference between the purchase price including
transaction-related costs in the amount of €620 million and
the carrying amount of the acquired non-controlling interest
was recognized in Bertelsmann shareholders’ equity. The
transaction resulted in a reduction of the equity attributable to
the Bertelsmann shareholders in the amount of €403 million
and the equity attributable to the non-controlling interests in
the amount of €217 million.

Change in Bertelsmann

in € millions shareholders’ equity
Carrying amount of interests acquired 217
Purchase priceu%or non—co};trolling interests (619)
:I'};r;saction—rel';ted costs (1)
.I.Z‘).é‘c':‘rease in Bé}‘telsmann ;Hareholderé;‘equity (403)
:Ht'l;ereof decr(;ése in retai‘r;ed earning"su (396)
:Nt'ﬁ‘ereof decréése in the éhrrency traﬁélation res't;rve (7)
Currency Translation
The following euro exchange rates were used for currency
translation purposes for the most significant foreign curren-
cies for the Bertelsmann Group.

Average rates Closing rates
Foreign currency unit per €1 H12020  H12019  6/30/2020  12/31/2019  6/30/2019
Australian dollar AUD 1.6746 1.6002 1.6344 1.56995 1.6244
L s ™ e Sl e e
Chinese renminbi ocNY 7750 76653 79219 78205 78185
Brteh moung T e B T s ™"
i e i ™ e s e e

Additional Disclosures on Revenues

In the first half of 2020, Group revenues of €7,713 million were
generated from contracts with customers in accordance with
IFRS 15 (H1 2019: €8,500 million). The other revenues amount-
ing to €135 million (H1 2019: €112 million) not in the scope
of IFRS 15 resulted almost entirely from financial services in
the Arvato division. The following table shows the revenues
from contracts with customers in accordance with IFRS 15

by division and broken down by revenue source, geographical
area and timing of revenue recognition. The categorization of
revenue sources and geographical areas shown corresponds
to that used in segment reporting. By contrast, the revenues
reported reflect exclusively the revenues in accordance with
IFRS 15 and consequently differ in amount from the break-
down of revenues in segment reporting.
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Revenue from Contracts with Customers

H1 2020
Penguin Bertelsmann Bertelsmann
Random Gruner + Printing Education Total
in € millions RTL Group House Jahr BMG Arvato Group Group  divisions”
Revenue Sources
Own pI‘Odu(;HS and mé‘rchandis; 52 1,661 243 15 37 9 - 1,917
Services ” 164 44 17 - 1,892 565 158 2,940
Advertising 1,343 - 141 - - 10 - 1,494
Rights and licenses 1,058 22 7 265 - - - 1,352
2,617 1,627 508 280 1,929 584 158 7,703
“éébgraphiéél Areas '
Germany ' 791 114 347 39 756 379 1 2,427
France 541 2 103 17 199 22 - 884
United Kingdom 103 182 13 33 97 57 1 486
6&19r Eurob‘é‘an counturies 608 127 29 29 555 72 - 1,420
United States ” 519 990 7 139 143 49 153 2,000
Other countries 55 212 9 23 179 5 3 486
2,617 1,627 508 280 1,929 584 158 7,703
896 1,582 337 60 64 22 - 2,961
Over time 1,721 45 171 220 1,865 562 158 4,742
"""" 2,617 1,627 508 280 1,929 584 158 7,703
H1 2019
Penguin Bertelsmann Bertelsmann
Random Gruner + Printing Education Total
in € millions RTL Group House Jahr BMG Arvato Group Group  divisions”
Revenue Sources
Own produéus and mé‘rchandis; 64 1,578 291 20 75 17 - 2,045
Services ” 185 44 217 - 1,832 652 168 3,098
Advertising 1,719 - 153 - - 13 - 1,885
Rights and licenses 1172 28 8 248 - - - 1,456
3,140 1,650 669 268 1,907 682 168 8,484
éébgraphiéél Areas '
Germany ' 1,008 115 445 17 750 432 1 2,768
France 687 7 142 10 194 32 - 1,072
United Kingdom 124 183 5 62 104 71 - 549
6£Her Eurob‘é‘an countﬁes 671 146 52 26 555 87 - 1,537
United States ” 584 941 12 128 137 55 164 2,021
6{Her counfﬁes 66 258 13 25 167 5 3 537
3,140 1,650 669 268 1,907 682 168 8,484
980 1,606 432 70 109 27 13 3,237
2,160 44 237 198 1,798 655 155 5,247
3,140 1,650 669 268 1,907 682 168 8,484

1) Excluding Bertelsmann Investments and Corporate activities.
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Additional Disclosures on Financial Instruments

The principles and methods used for the fair value
measurement remain unchanged compared to those used in
the previous year. Only disclosures on financial instruments
that are significant to an understanding of the changes in
financial position and financial performance since the end of
the last annual reporting period are explained below.

The following hierarchy is used to determine the fair value of
financial instruments.

Level 1:

The fair value of the listed financial instruments is determined
on the basis of stock exchange listings at the end of the
reporting period.

Level 2:

For measuring the fair value of unlisted derivatives,
Bertelsmann uses various financial methods reflecting the
prevailing market conditions and risks at the respective
balance sheet dates. Irrespective of the type of financial
instrument, future cash flows are discounted at the end of
the reporting period based on the respective market interest
rates and yield curves at the end of the reporting period. The
fair value of forward exchange transactions is calculated
using the average spot prices at the end of the reporting
period and taking into account forward markdowns and
markups for the remaining term of the transactions. The fair
value of interest rate derivatives is calculated on the basis
of the respective market rates and yield curves at the end
of the reporting period. The fair value of forward commodity
transactions is derived from the stock exchange listings
published at the end of the reporting period. Any mismatches
to the standardized stock exchange contracts are reflected
through interpolation or additions.

Level 3:

If no observable market data is available, fair value
measurement is based primarily on cash flow-based valuation
techniques. As a rule, so-called qualified financing rounds
are used for minority stakes in the Bertelsmann Investments
division. Listed financial instruments with contractual lockups

are also based on level 3.

The measurement of financial assets and financial liabilities
according to level 2 and level 3 requires management to
make certain assumptions about the model inputs, including
cash flows, discount rate and credit risk, as well as the life
and development cycle of start-up investments.

The option offered in IFRS 13.48 (net risk position) is used for
measuring the fair value of financial derivatives. To identify

the credit exposure from financial derivatives, the respective
net position of the fair values with the contractual partners is
used as a basis, as these values are managed based on a net
position in view of their market or credit default risks.

The measurement category “fair value through profit or loss”
mainly includes the minority stakes in start-ups and fund
investments purchased by the Bertelsmann Investments
division. The fair value of its listed investments is measured
on the basis of their market values and of its unlisted invest-
ments, when possible, on the basis of observable prices
obtained as part of the most recently implemented qualified
financing rounds, which meet the minimum requirements
for volume and participants, taking into account life and
development cycles of the entity. The item also includes so-
called fund-of-fund investments, which are also measured
at fair value through profit or loss. The measurement of their
fair values is based on the valuations of the external man-
agement as presented in regular reporting and taking into
account a fungibility discount. The gains and losses result-
ing from changes in the fair value are recognized as other
operating income in the item “Fair value measurement of
investments.”

The market value of the 2001 profit participation certificates
with a closing rate of 319.51 percent on the last day of trading
in the first half of 2020 on the Frankfurt Stock Exchange
was €908 million (December 31, 2019: €1,005 million with
a rate of 353.40 percent) and, correspondingly, €31 million
for the 1992 profit participation certificates with a rate of
180.00 percent (December 31, 2019: €34 million with a rate
of 201.50 percent). The market values are based on level 1 of
the fair value hierarchy.

In March 2020, a loan of €675 million with a term of up to
18 months was agreed upon with three banks and drawn down.
The loan was used to cover short-term funding requirements
in connection with the acquisition of the remaining interest
in Penguin Random House and was repaid in May 2020. In
addition, Bertelsmann carried out various financing measures
in the first half of 2020 to ensure Group liquidity and to
refinance pending capital market maturities ahead of schedule.
In March 2020, an existing revolving syndicated credit facility
was drawn down in the full amount of €1,200 million. Of this
amount, €500 million was repaid in June 2020. In addition,
bilateral credit facilities of €180 million were drawn down
in the same month and a bilateral dual-currency loan in the
amount of €200 million was agreed, which was drawn down
in the amount of US$215 million. Furthermore, Bertelsmann
entered into a loan of US$300 million in April 2020 with a term
of up to one year.
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In April 2020, Bertelsmann placed a fixed-interest publicly
listed bond in the amount of €750 million with a term of eight
years, and a floating rate promissory note in the amount of
€100 million with a term of three years was agreed upon. In
May 2020, Bertelsmann placed another fixed-interest publicly
listed bond in the amount of €750 million with a term of
10 years. In addition, a €150 million promissory note with a
term of seven years was agreed upon, €100 million of which is
at a fixed rate and €50 million at a floating rate. A fixed-interest
bond in the amount of €100 million with a term of seven years
was also issued in May 2020 as part of a private placement.

In June 2020, the revolving syndicated credit facility was
extended for a further year, until 2025.

On June 30, 2020, the cumulative market value of the
listed bonds totaled €6,076 million (December 31, 2019:

€4,648 million) with a nominal volume of €5,850 million
(December 31, 2019: €4,350 million) and a carrying amount
of €5,814 million (December 31, 2019: €4,327 million). The
stock market prices are based on level 1 of the fair value
hierarchy. On June 30, 2020, the total carrying amount
of the private placements and promissory notes totaled
€724 million (December 31, 2019: €375 million), and the
total market value amounted to €765 million (December 31,
2019: €396 million). The fair values of private placements
and promissory notes are determined using actuarial methods
based on vyield curves adjusted for the Group's credit margin.
This credit margin results from the market price for credit
default swaps at the end of the respective reporting periods.
Fair value is measured on the basis of discount rates ranging
from -0.40 percent to 0.38 percent. The fair values of the
private placements and promissory notes are based on
level 2 of the fair value hierarchy.

Financial Assets Measured at Fair Value Categorized Using the Fair Value Measurement Hierarchy

Level 1: Level 2: Level 3: Balance as of
Quoted prices  Observable Unobservable 6/30/2020
in active market market
in € millions markets data data
Financial assets recognized at fair value 380 12 1,038 1,430
Primary and derivative financial assets held for trading o 48 T . . 48
Derivatives with hedos relation e 26 e 26

The increase of financial assets measured at fair value based
on level 1 results from the recognition of ordinary shares
of Experian plc subsequent to the disposal of shares of
informa Solutions GmbH. The ordinary shares of Experian plc
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Financial Assets Measured at Fair Value Based on Level 3

in € millions

Financial Primary and Total
assets derivative
recognized financial assets

at fair value

held for trading

Balance as of 1/1/2020

Total gain (+) or loss (-)

— in profit or loss

— in other comprehensive income

Purchases

Sales/settlements

Transfers out of/into level 3

Balance as of 6/30/2020

Gain (+) or loss (-) for assets still held at the end of the reporting period

The acquisitions mainly relate to various new and follow-up
investments by the Bertelsmann Investments division,
including in the digital service provider Deepexi and the
tutoring app Feibai as well as the fintech company Rupeek.
The major part of the disposals in the first half of the year

relates, among other things, to a larger partial exit of the
indirect investment in the Brazilian education company Afya
via the Crescera Educacional II (formerly named Bozano
Educacional Il) fund and a complete exit from the music

streaming platform Saavn.

Financial Liabilities Measured at Fair Value Categorized Using the Fair Value Measurement Hierarchy

Level 1: Level 2: Level 3: Balance as of
Quoted prices  Observable Unobservable 6/30/2020
in active market market
in € millions markets data data
Financial liabilities recognized at fair value through profit or loss - - 33 33
Primary and derivative financial liabilities held for trading - 127 - 127
Derivatives with hedge relation - 14 - 14
- 141 33 174
Financial Liabilities Measured at Fair Value Based on Level 3
Financial Total
liabilities rec-
ognized at fair
value through
in € millions profit or loss
Balance as of 1/1/2020 32 32
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Income Taxes

The tax expense for the first half of 2020 was calculated in
accordance with IAS 34 using the average annual tax rate
expected for the whole of 2020, in relation to taxable earnings
before taxes, which is calculated at 32.6 percent, according to
Bertelsmann management'’s current estimation. In addition,

Other Information

The Bertelsmann Group's core business is subject to significant
seasonal fluctuations as well as the macroeconomic effects
of the coronavirus pandemic in the current financial year
(further explanations are presented in the section “Effects of
Coronavirus Pandemic on Condensed Interim Consolidated
Financial Statements”). In a financial year unaffected by
influences such as the coronavirus pandemic, higher revenues
and a higher operating result tend to be expected in the
second half of the year compared to the first half of the year.
These higher revenues are due to increasing demand during
the year-end holiday season, in particular in advertising-driven
businesses and in the publishing business, as well as to the
customary seasonality in the music business. This seasonality
is potentially different for revenue in 2020 given the global
economic development and current economic uncertainty.
As a result of the global coronavirus pandemic, developments
in the relevant markets over the first six months of 2020
deviated, in some cases significantly, from the current-year
trend anticipated in the 2019 Combined Management Report.
This primarily impacted the TV advertising, magazine and
print markets. Therefore, the results for the first six months
of the financial year 2020 are not necessarily predictive of
future business performance.

Both the General Meeting of RTL Group and the General
Meeting of Groupe M6 resolved to suspend dividend
payments in the financial year 2020 to help secure liquidity
throughout the year. However, Groupe M6 reserves the
right to reassess this position in the autumn in line with
the evolution of the overall situation and its impact on the
business. Bertelsmann shareholders also resolved at the
General Meeting to suspend dividend payments in 2020.
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special effects were included in earnings before taxes and in
current and deferred taxes, resulting in a different tax rate in
the income statement. The tax expense for the first half of
2020 was lower than in the same period of the previous year,
in particular due to lower taxable results.

As of June 30, 2020, the investment in Atresmedia, which
belongs to RTL Group, was tested for impairment in accordance
with IAS 36. The fair value less costs of disposal amounted
to €96 million (December 31, 2019: €139 million), which is
assigned to level 1 fair value measurement. Management
considers that the current share price of Atresmedia does
not fully reflect its earnings potential, which is expected to
include new digital and platform revenue streams and further
content and channel exploitation opportunities. Therefore,
the recoverable amount of Atresmedia on June 30, 2020, was
based on the value in use determined using a discounted cash
flow model. The further reduction of the share price, and the
reduction of TV advertising spend due to the coronavirus
pandemic, constituted trigger events for performing the
impairment testing. The assumptions used in the valuation
consider the following risks, resulting in a significant
decrease in terminal EBITDA margin compared to previous
financial projections: an ongoing challenging economic
environment in Spain due to the coronavirus pandemic
combined with increased competition, differences in viewing
preferences and continued dependence on linear television.
This dependence continues to exist despite promising
developments in the content and streaming business. The
current valuation resulted in an impairment loss of €60 million
as of June 30, 2020. The carrying amount after impairment is
€143 million. The impairment loss was measured on the basis
of the following assumptions: a discount rate of 9.1 percent
(December 31, 2019: 9.3 percent), a long-term growth rate of
0.0 percent (December 31, 2019: 0.0 percent) and different
scenarios of sustainable EBITA margin that are between
0.0 percentage points and 2.0 percentage points below
“pre-coronavirus” assumptions.



Notes on Segment Reporting

Segment reporting continues to reflect eight operating
reportable segments (RTL Group, Penguin Random House,
Gruner + Jahr, BMG, Arvato, Bertelsmann Printing Group,
Bertelsmann Education Group and Bertelsmann Investments).

Reconciliation of Segment Information to Group Profit or Loss

For segment reporting, intercompany leases are presented as
operating leases with income and expenses recognized using
the straight-line method in accordance with IFRS 8, in line
with internal management.

in € millions H1 2020 H1 2019
Operating EBITDA 1,009 1,292
Amortization/depreciation, impairment and reversals on intangible assets, property, plant and 453 261

equipment and right-of-use assets

Adjustments on amortization/depreciation, impairment and reversals on intangible assets, property,

plant and equipment and right-of-use assets included in special items

Group profit or loss

Events after the Reporting Period

In July 2020, Bertelsmann issued a fixed interest bond in
a private placement in the amount of €250 million with a

term of two years. In addition, a bilateral credit facility of
US$215 million was repaid in July 2020.
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Responsibility Statement

To the best of our knowledge, and in accordance with the
applicable reporting principles for interim financial reporting,
the Condensed Interim Consolidated Financial Statements
give a true and fair view of the assets, liabilities, financial
position, and profit or loss of the Group, and the Group Interim

Gutersloh, August 28, 2020

Bertelsmann SE & Co. KGaA

represented by:

Bertelsmann Management SE, the personally liable partner
The Executive Board

Thomas Rabe Markus Dohle

Immanuel Hermreck Bernd Hirsch

38 Responsibility Statement

Management 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 material opportunities and
risks associated with the expected development of the Group
for the remaining months of the financial year.
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