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Bertelsmann at a Glance

Key Figures (IFRS)

in € millions H1 2011 H1 2010
7,160 7,028
2,751
787
1,250
vato 2,395
ating EBIT (continuing operations) 737
Return on sales in percent 10.3
Group profit or loss 269
Investments 367
6/30/2011 12/31/2010
Group Balance Sheet
Equity 6,293 6,486
Equity ratio 35.5 345
Total assets 17,749 18,779
Economic debt* 4,856 4,915
Employees (headcount)
(continuing operations)
Germany 37,350 36,462
International 62,662 61,066
Total 100,012 97,628

*Net financial debt plus provisions for pensions, profit participation capital, and present value of operating leases (continuing operations).
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Highlights of the 1st Six Months

— Record operating EBIT and ROS for the first half year
— RTL Group online platforms generated over 928 million video calls in six months —
up 30 percent

,, — Expansion into Asia: Two English-language pay TV channels are being set up in
m India in conjunction with Reliance Broadcast
GROUP www.rtl-group.com

— Random House profits rise substantially driven by U.S.

A — Triple-digit percentage sales growth in e-books
a‘ﬁ% — Digital revenue potential strengthened through acquisition of digital media agency
7; .
RANDOM HOUSE Smashing Ideas
BERTELSMANN www.randomhouse.com

— Strong expansion at Corporate Publishing within Germany and internationally:
34 new customers and projects in the first half year 2011 alone
— G+J EMS is again achieving significant growth in mobile marketing, making it the

+ undisputed market leader in Germany
— Quality portfolio in Germany increased, e.g. by adding children’s and youth magazine

“Yuno,” “Grazia,” and “Women's Health”
www.guj.com

— Expansion of archiving and digitization services: Arvato secures stocks from
arvato Gru.ndy L.JFA an.d .Schweizer Re.\dio gnd F(.ernsehen (S.RF) .
— Nationwide logistics network in China with 42 locations now fully established
— Successful completion of one of the most complex outsourcing transitions in
Microsoft's history: Arvato is now a partner for all “contract to invoice” services for
four lines of business, across four continents.
www.arvato.com

BERTELSMANN

BERTELSMANN
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Dear Readers, Dear Friends of Bertelsmann,

Repeating a very gratifying performance is often more
difficult than achieving it the first time around, but
Bertelsmann has managed to do exactly that in the first
half of 2011. We maintained our operating EBIT and
return on sales at a high level, as we also improved our
revenues and Group profit.

Many of our core businesses have expanded their
market-leading positions. This applies in particular to
RTL Group’s families of channels, all of which outper-
formed the market in advertising revenues, as well
as gained extra audience shares in key markets.
Random House was particularly successful in the U.S.,
also reporting sales increases in each of its major terri-
tories. Gruner + Jahr slightly increased both advertising
revenues and circulation, and also benefited from effi-
ciency improvements. And Arvato was able to improve
revenues due to winning major customer contracts,
accompanied by its reorganization into strategic business
units.

Bertelsmann’s strong overall operating performance
in the first half of 2011 is partly attributable to great
progress in pursuing our three strategic priorities:

First, we strengthened our core businesses. Our
corporate divisions are taking advantage of the oppor-
tunities offered by digitization. The number of video
views on RTL Group’s online platforms neared the one
billion mark between January and June — a 30 percent
increase. Random House’s e-book sales continue to
grow in the triple-digit percentage range.

Second, we further refined our Group portfolio and
informed the public about the sale of Direct Group
France and the reorganization of the remaining Club and
direct-marketing businesses.

And third, we continued our expansion into new areas of
growth — for example, the music-rights company BMG
expanded by acquiring new catalogs and signing prom-
ising new artists, and our Bertelsmann Digital Media
Investments and Bertelsmann Asia Investments funds
grew their portfolios with several new investments in
Europe and Asia.
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We will follow up on these initiatives with a focus on
growth markets such as China and India, where we plan
to establish ourselves more solidly. Our continued high
liquidity and moderate level of debt mean we are act-
ing from a position of financial strength — which has
prompted the major financial rating agencies to raise our
ratings back to our target levels of “BBB+" and “Baal.”

As pleasing as the first half of 2011 has been for
Bertelsmann, the current turmoil on the financial mar-
kets indicates that future developments are fraught with
uncertainty. A definitive fiscal forecast for our second
half year is difficult. Nevertheless, it is our goal to keep
our operating result at a high level and increase Group
net income. We have confidence in the strength of our
businesses, our strategy, and in the unique combination
of creativity and entrepreneurship that distinguishes
Bertelsmann. | am pleased and grateful for all your con-
tributions and support in keeping our company on this
positive path.

Ve

/ ’

A

Hartmut Ostrowski
Chairman and CEO, Bertelsmann AG
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Bertelsmann'’s results in the first half of 2011 sustained the high levels from the
previous year. Group revenues reached €7.2 billion, up from €7.0 billion in the
previous year. Operating EBIT from continuing operations was €737 million,
down slightly from €754 million in the previous year. The return on sales was
10.3 percent (H1 2010: 10.7 percent). Group profit rose by €23 million to
€269 million. Bertelsmann is cautiously optimistic for business in the
second half of the year, although there has been a marked increase in economic
uncertainties.

Revenues in € billions Operating EBIT in € millions
10.0 ... 7.0 72 e 800......... 754 737
75 ... S (TSR | S
XTSRRI [N S 400, e A
25 e R, 200 e I
0 0
2010 2011 2010 2011
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Business and Economic Conditions

Description of Business and Organizational Structure
Bertelsmann is active in the core business fields of media
content and media-related production and service operations
in some 50 countries. The company is involved in television,
radio, and television production (RTL Group); books
(Random House); magazines (Gruner + Jahr); and media
services (Arvato). Revenue sources are diversified across the
sale of products and merchandise, advertising, services, and
rights and licenses.

Bertelsmann AG is an unlisted stock corporation under Ger-
man law with a two-tier system of management and govern-
ance. It acts as an operational management holding company
for the corporation and is responsible for both business policy
and strategic management.

Foundations (Bertelsmann Stiftung, Reinhard Mohn Stiftung,
BVG-Stiftung) indirectly hold 80.9 percent of Bertelsmann AG
shares, with the other 19.1 percent held indirectly by the Mohn
family. Bertelsmann Verwaltungsgesellschaft (BVG) controls all
voting rights at the Bertelsmann AG Annual General Meeting.

The Executive Board is responsible for the management of
the Group. The Bertelsmann AG Articles of Association and
resolutions adopted by the Group Executive Board, Supervi-
sory Board, and the Annual General Meeting form the basis
for corporate governance.

Internal financial management and reporting follow the
Group’s organizational structure, which is made up of four
operating segments and Corporate. RTL Group encompass-
es the television, radio, and TV production business, the
Random House publishing group concentrates on the
book market, Gruner + Jahr focuses on the magazine and
printing business, and Arvato provides media, commu-
nication, and print services. Following the sale of the
Direct Group business in France, which was completed at
the end of May 2011, Direct Group was permanently dis-
solved as an independent segment of the Bertelsmann
Group. The remaining immaterial club and direct mar-
keting businesses in Germany and Spain are no longer
controlled separately by the Group management and are
organized for reporting purposes under Corporate. Corporate
includes the Corporate Center and Corporate Investments.

Bertelsmann Interim Report January-June 2011

Strategy

Bertelsmann'’s core business lies in media and media-related
services. The company aims to achieve leading positions in
attractive markets and has already done so in most business
segments. Bertelsmann’s key markets, are Western Europe
(in particular Germany, France, Spain, UK) and the U.S.
Investments are also focused in these core geographic mar-
kets. Over the medium to long term, Bertelsmann is working
to strengthen its presence in major growth markets such as
China and India.

The Executive Board is committed to the goal of increasing
the Group’s growth with an appropriate return on invest-
ment by strengthening core businesses, further developing
the portfolio, and expanding into new growth segments.

The individual companies and Group portfolio are subject to
ongoing reviews by the Executive Board. The Executive Board
focuses on strengthening core operations and utilizing or-
ganic growth opportunities. Non-core businesses are divested
as the market permits. At the same time, Bertelsmann seeks
to gradually enter new growth segments. Future investments
are to focus on business fields with strong organic growth.

Controlling Systems

The central performance indicator for assessing the prof-
itability from operations and return on invested capital is
Bertelsmann Value Added (BVA). BVA measures the profit
realized above and beyond the appropriate return on invested
capital. This focus on enterprise value is reflected in strate-
gic investment and portfolio planning and the management
of Group operations, and is the basis for management com-
pensation. BVA is calculated as the difference between net
operating profit after tax (NOPAT) and the cost of capital.
NOPAT is calculated as operating EBIT less a standard tax rate
of 33 percent. Cost of capital is the product of the weighted
average cost of capital and average invested capital. The uni-
form weighted average cost of capital after taxes is 8 percent.
Invested capital is calculated on the basis of the Group’s
operating assets less non-interest-bearing operating liabili-
ties. The present value of operating leases is also factored into
invested capital. BVA was €88 million in the first half of 2011
(H1 2010: €82 million).
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Another key performance indicator is operating EBIT - this
is the operating earnings before interest and taxes, which is
adjusted for special items. This calculation yields a normal-
ized, sustainable indicator of operating performance that
helps improve predictability and comparability. Operating
EBIT from continuing operations came to €737 million in the
period under review (H1 2010: €754 million).

Operating free cash flow, as measured through the cash
conversion rate, also warrants attention alongside BVA and
operating EBIT. This is calculated as the ratio of operating
free cash flow to operating EBIT and serves as a measure of
cash generated from business activities. Both operating EBIT
and operating free cash flow are adjusted for special items.
The Group aims to maintain a cash conversion rate of 95 to
100 percent as a long-term average. Stronger operating
investment activities and an increase in net working capital
drove down the cash conversion rate to 92 percent (H1 2010:
121 percent) in the first half of 2011.

Bertelsmann’s internal financial targets are likewise part of
the management and controlling system (see section entitled
“Financial Guidelines”).

Significant Events in the Current Fiscal Year

In January 2011, the Arvato division announced an extensive
reorganization centered on the formation of strategic market
units that offer integrated solutions for individual markets
and industries. This will replace the existing three-division
structure consisting of Arvato Print, Arvato Digital Services,
and Arvato Services.

Direct Group France, which includes both the French-speaking
club business and the bookstore chain Chapitre.com, was
sold to the U.S. private equity firm Najafi Companies at the
end of May 2011. At this time, Direct Group was permanently
dissolved as an independent division of the Bertelsmann
Group. The remaining immaterial club and direct market-
ing businesses in Germany and Spain are no longer controlled
separately by the Group management and are organized for
reporting purposes under Corporate. An active search has
begun for a buyer for the book clubs in Russia, Ukraine, the
Czech Republic, and Slovakia. For information on the effects
of these sales and planned sales on the net assets, financial

position, and results of operation, please see pages 22 f. of
the notes.

InJune 2011, Bertelsmann AG renewed a syndicated line of credit
of €1.2 billion, due to expire in 2012, for five years until 2016,
with extension options through to 2018, at which time there
will be two more options to extend until 2018.

Overall Economic Developments

The world economy continued to recover in the first half of
2011 as expected. The latest surveys indicate that the dynamics
of this recovery may be slowing, however. While many emerg-
ing economies report a strong upswing, economic growth in
most mature economies is more restrained and volatile. The
European Central Bank (ECB) notes that although the latest
indicators point to a further expansion of the global economy,
global economic growth may be hampered by continued ten-
sions on the financial markets, further increases in the price
of oil and other commodities, and protectionist moves.

Contrary to global economic trends, real economic develop-
ment in the U.S. has remained modest. According to the ECB,
the real gross domestic product (GDP) met the preliminary
estimates of the Bureau of Economic Analysis in the second
quarter by rising 1.3 percent, or 0.3 percent in the quarterly
comparison. But declining consumer prices coupled with
lower consumer and government spending have slowed the
U.S. economy.

According to ECB figures, the euro zone GDP rose sharply
by 0.8 percent in the first quarter of 2011 over the previous
quarter. The indicators published for the second quarter point
to continued growth of real GDP, even though the tempo has
slowed as expected. Growth dynamics are now seen as weak-
ened by a range of factors that contribute to the uncertainty,
however.

Global economic trends since the start of the year have sus-
tained the expansionary dynamics of the German economy,
but the Deutsche Bundesbank also sees indications of a slow-
ing economic pace. As in the same period last year, positive
signals came from both Germany and abroad. The high ex-
pectations for exports have since been adjusted downward,
but private consumption has continued to grow.

Bertelsmann Interim Report January-June 2011
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The apparent slowdown of economic growth manifests itself
in the latest economic output estimates for the second quarter
of 2011, during which German economic growth shrank to
0.1 percent according to figures from the Federal Statistical
Office Destatis. Growth in the euro zone fell from 0.8 percent
in the previous year to 0.2 percent according to Eurostat figures.

Despite positive indicators, ECB and IfW (the Kiel Institute
for the World Economy) experts unanimously point toward a
climate of great uncertainty characterized by rising national
debts, skittishness on the European financial markets, and
overheating economies in emerging markets, especially China.

Developments in Relevant Markets

Overall, Bertelsmann profited from the developments in the
global economy. Development in the European TV advertising
markets was mixed in the first six months of 2011. The TV adver-
tising markets in France, the Netherlands, and Belgium reported
significant gains for the most part, while the German TV market
remained close to the previous year’s level. TV advertising mar-
kets in Southern and Eastern Europe declined sharply, however.

The decline in physical book sales in the U.S. accelerated in the
first half of 2011, though this is offset by the growing e-book busi-
ness. Overall, the book market remained largely stable. The Ger-
man book market showed a slight downward trend.

The recovery of the magazine and advertising markets that
began in 2010 continued in the first half of 2011. Gross advertis-
ing revenues in Germany were up sharply year on year, while the
overall development in the international magazine advertising
markets was mixed.

The printing markets for magazines, catalogs, and advertising
materials showed a slight recovery in Germany, but market con-
ditions in Europe overall remained difficult. The markets for
services continued to grow, while the global markets for storage
media declined sharply due to the growing importance of digital
forms of distribution.

Results of Continuing Operations

The following analysis concerns continuing operations as of
June 30, 2011. The previous year’s figures have been adjusted
for discontinued operations in accordance with IFRS 5.
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Revenues

In the first half of 2011, Bertelsmann increased revenues from
continuing operations over the previous year by 1.9 percent,
from €7.0 billion to €7.2 billion, with organic revenue growth
at 2.4 percent. Exchange rate effects came to -0.5 percent as
aresult of a stronger euro on average during the year, while
portfolio and other effects had no significant impact on rev-
enue development.

Year-on-year revenues rose in the first half of 2011 in all divi-
sions except Random House. RTL Group profited from
strong growth of key TV advertising markets. Despite weaker
revenues due to exchange rate effects, Random House’s
business showed positive signs in the core markets and
profited from continued dynamic growth in the e-book busi-
ness. Gruner + Jahr reported an overall stable trend in its
revenues: a significant improvement in Germany was offset
by the mixed development of international business. Arvato
benefited from the economic upswing and reported increased
revenues in its service business in France, for example.

There were only minor changes in the geographical break-
down of revenues compared to H1 2010. While the share of
revenues from Germany was up slightly to 36.6 percent from
35.7 percent in the previous year, the revenue share gener-
ated by other European countries amounted to 43.5 percent
(H1 2010: 44.4 percent). The U.S. share of total revenues
came to 13.8 percent (H1 2010: 14.4 percent). Other countries
accounted for 6.1 percent (H1 2010: 5.5 percent). As a result,
the share of foreign business in overall revenues was down
slightly from 64.3 percent to 63.4 percent, which can be
attributed primarily to the sale of Direct Group operations
in France. Year on year, there was only a slight change in the
ratio of the four revenue streams (products and merchandise,
advertising, services, rights and licenses) to overall revenue.

Operating EBIT and Operating EBITDA

Bertelsmann achieved operating EBIT of €737 million in
the period under review (H1 2010: €754 million). Return on
sales of 10.3 percent was slightly below the previous year’s
high level of 10.7 percent. A positive earnings trend at
RTL Group and Random House coupled with largely stable
year-on-year earnings at Gruner + Jahr are contrasted by lower
earnings at Arvato attributable to price increases for energy
and raw materials and start-up losses for new businesses.
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Operating EBITDA from continuing operations fell to
€991 million in the first half of 2011 (H1 2010: €1,011 million).

Special Items

Special items came to €-60 million in the first half of 2011,
from €-30 million in the previous year. They consisted of
impairment losses totaling €-9 million (H1 2010: €-1 million),
a net balance of capital gains and losses of €-7 million
(H1 2010: €-6 million), and other special items of €-44 million
(H1 2010: €-23 million) which include expenses for programs
designed to increase efficiency, especially in print, and one-
time expenses at Random House to optimize use of the New
York offices.

Group Net Income

Adjusting the operating EBIT for special items of €-60 million
resulted in an EBIT of €677 million (H1 2010: €724 million).
The financial result of €-195 million was significantly better
than the previous year (H1 2010: €-315 million). The previous
year’s level is due in part to the buyback of profit participa-
tion certificates in the spring of 2010, which had burdened
the financial result by €60 million. A year-on-year drop in
gross financial debt also resulted in lower interest expenses.
Income tax expenses of €-108 million (H1 2010: €-108 million)
in the period under review were positively impacted by the
reversal of a valuation allowance on deferred tax assets for
existing losses carried forward in the U.S. and a tax refund
from previous years in Germany.

Taking into account the after-tax earnings from discontinued
operations of €-105 million, this yields a Group net income
of €269 million. This represents a year-on-year increase of
€23 million. The share of Bertelsmann shareholders came to
€183 million (H1 2010: €170 million). The non-controlling interests
in the Group result came to €86 million (H1 2010: €76 million).

Results of Discontinued Operations

At the beginning of 2011, the Group management decided
that in addition to Direct Group France, it would sell all
other Direct Group business units except the club busi-
nesses in Germany and Spain. The sale of Direct Group
France, Poland, and Spain (Librerias Bertrand) was com-
pleted in the first half of 2011. A buyer for the book clubs
in Russia, Ukraine, the Czech Republic, and Slovakia is
actively being sought, and implementation of the sales plan

has begun. Taken as a whole, these Direct Group business
units meet the IFRS 5 criteria for reporting as discontinued
operations, so that their current earnings and cash flows
are reported separately here. Assets and liabilities of East-
ern European businesses not yet sold as of June 30, 2011,
are also shown separately.

Revenue from discontinued operations came to €263 million,
compared to €472 million during the same period last year.
The operating EBIT from discontinued operations was
€-24 million (H1 2010: €-6 million). After special items,
this yielded an EBIT of €-75 million (H1 2010: €-49 million).

Net Assets and Financial Position

Financial Guidelines

The financial policy targets at Bertelsmann are intended
to ensure a balance between financial security, return on
equity, and growth. Accordingly, the Group’s financing policy
is based on the requirements of a “BBB+/Baal” credit rating
and the qualitative and quantitative criteria pertaining there-
to. Credit ratings and transparency play an important role in
maintaining Bertelsmann’s financial security and independence.

The Bertelsmann Group is centrally financed by Bertelsmann AG
and its financing company Bertelsmann U.S. Finance LLC.
Bertelsmann AG manages the provision of Group companies
with liquidity and the issuance of guarantees and letters of
comfort for Group companies. The Group consists largely of a
single financial unit, thereby optimizing capital procurement
and investment opportunities.

The financial control system is based on quantitative finan-
cial targets concerning the Group’s economic debt and, to
a decreasing extent, its capital structure. The key financial
target is a dynamic leverage factor calculated as the ratio of
economic debt to operating EBITDA (after modifications)
and limited to a maximum of 2.5. Economic debt is defined
as net financial debt plus provisions for pensions, profit
participation capital, and present value of operating leases.
Bertelsmann lowered the leverage factor from 3.0 to 2.5 at the
end of fiscal year 2010 due to the economic crisis and as part
of a general limit deleveraging of corporates.

As of June 30, 2011, the leverage factor was 2.3. The net
financial debt was €2,018 million, compared with
€1,913 million as of December 31, 2010. The increase is due

Bertelsmann Interim Report January-June 2011
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Group Cash Flow Statement (Summary)

in € millions H1 2011 H1 2010

Cash flow fréﬁ:l ‘c‘)peratinék é&ivities """"""""""""""""" 742 o 831 R
Cash flow frc*rg ‘i‘nvestiné 'a‘c‘tivities """"""""""""""""" (337) o ‘ 79 .
Cash flow frc}ng ‘f‘inancinéka‘c‘t‘ivities """"""""""""""""" (774) o (1 646) .
Change in ca;ﬁ‘and cash 'é‘(viuivalents' ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (369) (736)
Currency effe't;tbé and otﬁé‘f‘;‘:hanges i‘rkwwcash and‘gééh equivéié‘nts bbbbbbbbbbbbbbbbbbb ® 53
Cashat1d 2,006 o 2085
Cashat6/30 1,631 1,402

primarily to dividend payments to shareholders and non-
controlling interests that fall primarily within the first half
of the year. The economic debt was €4,856 million as of
June 30, 2011 (December 31, 2010: €4,915 million).

Liquidity was down to €-1,631 million as of June 30, 2011, from
€2,006 million as of December 31, 2010, due in part to the early
repayment of capital market obligations and the payment of
dividends. Bertelsmann also has access to lines of credit of
some €1.3 billion. These lines of credit were unutilized as of
June 30, 2011. A syndicated loan of €1.2 billion available until
2012 on a revolving basis was renewed until 2016, with exten-
sion options through to 2018, and will remain the backbone
of Bertelsmann'’s strategic credit reserve.

Financing Activities

Bertelsmann acquired its own promissory notes with a nomi-
nal value of €188 million and its own 2006/2012-issue bonds
with a nominal value of €6 million during the first half of the
year.

Rating

Bertelsmann has been rated by the rating agencies Standard
& Poor’s (S&P) and Moody’s since June 2002. After an upgrade
of one notch by the agencies in May and June 2011, respec-
tively, Bertelsmann is now rated by Moody’s as “Baal” (outlook:
stable) and by S&P as “BBB+” (outlook: stable). Both credit
ratings are in the investment grade category and meet
Bertelsmann’s target rating. Bertelsmann'’s short-term credit
quality rating is “A-2” from S&P and “P-2” from Moody’s. The
agency ratings facilitate access to international capital markets
and are a key element of Bertelsmann’s financial security.
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Cash Flow Statement
Earnings before interest and taxes (EBIT) is the starting
parameter for preparing the Bertelsmann cash flow statement.

In the period under review, Bertelsmann generated net
cash from operating activities of €742 million (H1 2010:
€831 million). The Group’s sustainable operating free cash
flow adjusted for non-recurring items was €-657 million
(H1 2010: €-902 million). The cash conversion rate, as an
indicator of the quality of cash generated by business
activities, reached 92 percent in the first half of 2011 (H1 2010:
121 percent). The reduction is attributable to increased opera-
tional investment activities and higher net working capital.

Cash flow from investment activities was €-337 million
(H1 2010: €79 million). The change is attributable to a sharp
increase in investment activities in the first half of 2011. The
previous year’s figure included proceeds of €384 million from
the sale of shares in Canal Plus France to Vivendi. A cash flow
of €-774 million for financing activities was identified in the
period under review (H1 2010: €-1,646 million). This included
€-207 million for the repayment of bonds and promissory
notes (H1 2010: €-750 million). Interest payments fell year
on year by €49 million to €-149 million due to a reduction in
gross financial debt. Dividends paid to the shareholders of
Bertelsmann AG came to €-180 million (H1 2010: €-60 million).
Dividends to non-controlling shareholders and payments to
shareholders in partnerships came to €-216 million (H1 2010:
€-241 million).

As of June 30, 2011, the Bertelsmann Group had cash and cash
equivalents of €1,631 million (December 31, 2010: €2,006 million).
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Investments

Total investments of €367 million in the cash flow statement
during the first half of 2011 were up slightly from the previ-
ous year (H1 2010: €365 million). As in the previous year, the
majority of the €160 million investment in property, plant and
equipment (H1 2010: €100 million) stemmed from Arvato.
Investments in intangible assets came to €80 million (H1 2010:
€90 million) and were attributable primarily to RTL Group for
investments in film rights.

Investments in financial assets came to €87 million (H1 2010:
€18 million). Purchase price payments for consolidated in-
vestments (less acquired cash and cash equivalents) fell to
€40 million (H1 2010: €157 million).

A total of €6 million of these investments were for discontin-
ued operations (H1 2010: €21 million).

Consolidated Balance Sheet

Total assets came to €17.7 billion as of June 30, 2011
(December 31, 2010: €18.8 billion). The decline in total
assets is attributable in part to the sale of Direct Group France
and early repayment of capital market obligations. Equity
came to €6.3 billion as of June 30, 2011 (December 31, 2010:
€6.5 billion). The equity ratio rose to 35.5 percent (December
31, 2010: 34.5 percent) due to improved Group net income and
lower total assets. The pension provisions were €1,486 million
as of June 30, 2011 (December 31, 2010: €1,565 million).

Employees

As of June 30, 2011, Bertelsmann had 100,012 employees
in continuing operations worldwide (December 31, 2010:
97,528).

Other Information

Annual General Meetings

In May 2011, the Bertelsmann AG Annual General Meeting
elected Hans Dieter P6tsch, Kasper Rorsted, and Bodo Uebber
to the Bertelsmann AG Supervisory Board. At the same time,
Prof. Dr. Jiirgen Strube left the Bertelsmann AG Supervisory
Board at the end of his term.

Significant Events after the Balance Sheet Date
In July 2011, RTL Group reported acquisitions in Croatia,
the Netherlands, and Hungary.

On July 25, 2011, RTL Group announced that it would acquire
the shares in RTL Hrvatska held by the two minority share-
holders Atlantic and Agrokor. This will give RTL Group full
ownership of the Croatian broadcasting group, which also
includes the free TV stations RTL Televizija and RTL 2.

On July 28, 2011, RTL Group announced it would exer-
cise a put option with Talpa Media Holding, its partner in
RTL Nederland. By acquiring Talpa Media Holding’s 26.3 per-
cent minority interest in RTL Nederland, RTL Group once
again has full control over its Dutch subsidiary. In return,
Talpa Media Holding will receive the radio stations Radio
538, Radio 10 Gold, and Slam FM from RTL Nederland. Their
carrying amounts were reported as assets held for sale and
corresponding liabilities in the consolidated balance sheet
of June 30, 2011.

Also on July 28, 2011, RTL Group announced that it would
increase its share in the Hungarian television station
RTL Klub by 31 percent to 98 percent. RTL Group also
acquired full ownership of seven cable stations in Hungary.
Both transactions are subject to regulatory approval.

Performance of the Divisions

RTL Group

Europe’s leading entertainment network increased its rev-
enue and operating EBIT, with revenues reaching €2.8 billion
(H1 2010: €2.7 billion) and operating EBIT €545 million
(H1 2010: €533 million). While advertising markets in France,
the Netherlands, and Belgium grew during the period under
review, the German TV advertising market stagnated. South-
ern and Eastern Europe recorded declining market revenues.
The RTL Group families of channels outperformed the market
and in some cases achieved significantly higher contributions
to operating EBIT in Germany, France, and the Netherlands.

RTL Group improved its leading positions in audience
markets in key countries. The audience market share of
Mediengruppe RTL Deutschland for 14- to 49-year-olds
increased to a record 35.7 percent in the first half year (H1 2010:
34.8 percent). In France, M6 was the only full-program
provider to gain audience market share, and it improved its
position in the advertising-relevant target group to 17.1 percent
(H1 2010: 16.3 percent). The Dutch family of channels RTL 4
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greatly increased its prime time market share and was able
to translate this into significantly higher advertising revenues.

The production subsidiary Fremantle Media posted higher
revenues thanks to portfolio effects and strong business devel-
opment in North America. Operating EBIT fell, however, due to
continuing high pressure on margins and production volumes.

Random House

The world’s largest trade book publisher significantly increased
its operating EBIT in the first half year, while recording a slight
dip in revenues due to unfavorable exchange-rate effects.
Revenues reached €787 million (H1 2010: €791 million)
and operating EBIT €69 million (H1 2010: €40 million). The
Random House operating EBIT benefited from a strong U.S.
performance despite insolvencies and ongoing consolidations
in book retail.

Overall gains were driven by an outstanding portfolio of titles
worldwide, with several million-copy print bestsellers, and the
continued rapid growth in e-book sales across all territories. In
the U.S,, digital sales accounted for more than 20 percent of all
revenues. At the reporting date, Random House imprints had
more than 27,000 e-books available worldwide.

Random House placed 145 titles on the “New York Times” U.S.
bestseller lists in the first six months of the year, including the
#1 bestselling “Unbroken” by Laura Hillenbrand, and sold
nearly four million copies of U.S. author George R.R. Martin’s
epic fantasy series “A Song of Ice and Fire.” Random House
Group UK increased its year-on-year sales and profits and
published more than a quarter of all “Sunday Times” bestsell-
ers. In Germany, Verlagsgruppe Random House improved its
revenues and market share in a difficult overall market, and
Random House Mondadori also outperformed the market in Spain.

During the period under review, Random House, Inc. author
Jennifer Egan won the Pulitzer Prize for Fiction for “A Visit from
the Goon Squad,” and Philip Roth won the Man Booker Inter-
national Prize.

Gruner + Jahr

Europe’s leading magazine publisher increased its revenue in
the period under review, while its operating EBIT remained
high and virtually stable. Revenues reached €1.3 billion
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(H1 2010: €1.2 billion) and operating EBIT €125 million
(H1 2010: €130 million). This development can be attributed
to ongoing efficiency improvements in the publishing and
editorial structures as well as a good market performance,
which offset increases in the price of paper and in other areas.

Advertising and circulation revenues increased slightly.
In the advertising business Gruner + Jahr profited from its port-
folio in the premium segment in Germany and, once again, was
able to improve advertising revenues and gain market share.
The digital marketing of G+J EMS and the continued interna-
tionalization of the EMS subsidiary Ligatus led to significant
revenue growth in this strategic expansion area.

In terms of international business, Gruner + Jahr performed
particularly well in France, achieving good revenue growth
and an increased operating EBIT, which was bolstered by
structural measures. The Spanish market continued to be
plagued by problems, notably in terms of circulation, while
the advertising business of the title families was just below the
previous year’s level. In Austria revenues were largely stable,
while China continued to show significant growth.

In the print business, revenues increased slightly at Prinovis
and Brown Printing, although operating EBIT declined. As in
previous years, the Dresdner Druck- und Verlagshaus contin-
ued to perform well.

Arvato

The internationally networked outsourcing services provider
Arvato increased its revenues during the first half of the year;
meanwhile, operating EBIT was below the previous year’s level,
partly due to increases in the price of energy and raw mate-
rials as well as start-up costs. Revenues reached €2.4 billion
(H1 2010: €2.3 billion), operating EBIT was €66 million
(H1 2010: €99 million).

The reorganization of Arvato into strategic business units that
was initiated at the start of the year has now been successfully
completed. These individual business units now target specifi-
cally defined markets and, thanks to this reorganization, some
major customer contracts have been won. As a result of Arvato’s
strategy of offering integrated service chains in all segments,
the production-oriented divisions are increasingly becoming
service businesses.
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During the period under review the growth drivers were
again the businesses in France and the business units Arvato
Infoscore and Arvato Systems.

However, the development of Arvato’s business activities in
Southern Europe and the U.S. was difficult. Revenues gener-
ated from customers in the entertainment sector declined in
the U.S. in particular, but also in Europe. The direct marketing
activities bundled at Inmediaone also experienced difficulty.

Arvato expanded its investment activities year on year and
increased the number of employees.

Corporate

The Corporate division, which includes the Bertelsmann
Corporate Center and Corporate Investments, reported a
higher year-on-year operating loss of €-67 million in the first
halfyear (H1 2010: €-50 million).

The BMG music rights business operated jointly with KKR
continued to build up its operations in the first half year. BMG
successfully completed the takeover of the long-established
UK music publisher Chrysalis, and new contracts were signed
with a number of well-known artists.

The BDMI and BAI funds, which are part of Corporate Invest-
ments, had a total of 32 holdings at the closing date. The divi-
sion also acquired shares in various European venture capital
funds as well as holdings in three digital firms in China.

Following the sale of the Direct Group businesses in France,
which was completed at the end of May, Direct Group was
dissolved as an independent segment of the Bertelsmann
Group, effective June 30, 2011. The remaining club and direct
marketing businesses in Germany and Spain have since been
transferred to Corporate Investments.

Risks and Opportunities

Bertelsmann is exposed to a variety of risks. The factors
outlined below play a key role in the development of such
risks to the Group: a downturn in markets important to
Bertelsmann (especially Western Europe and the U.S.), changes
in customer behavior due in part to the digitization of media,
the development and implementation of products and services
by both new and existing competitors, the erosion of prices

and margins, defaults, and restrictions and failures - IT-based
and otherwise - along the product chains of the individual
Bertelsmann divisions.

Financial Market Risks

Despite current developments on the financial markets,
no significant changes to the risk report in the 2010 Group
management report were identified. This can be attributed
to the continued comfortable liquidity position, the maturity
profile of financing instruments, and the term of the syndicated
line of credit.

Risk Management System

Please refer to the 2010 Group 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 since the

Group Management Report 2010

Please refer to the 2010 Group management report for a presen-
tation of key risks to the Bertelsmann Group. The following key
changes to the report of December 31, 2010, have been identified
as part of the risk report of June 30, 2011.

Strategic and Operational Risks

RTL Group derives the majority of its revenue from the vari-
ous advertising markets in which the Group operates. This is
an area highly exposed to the general economic conditions
and consumer confidence. In Western European markets the
Group experienced a mixed advertising market environment
in the first half of the year, while there was no sign of recovery
yet in Central and Eastern Europe. Given the current macro-
economic conditions and expectations, visibility remains
limited especially for the critical last quarter 2011. The state
of the advertising markets is just one of the key operational
drivers — other drivers include audience shares, advertising
market shares, and program costs. Should any of these key driv-
ers change substantially compared to the Group’s position as
of June 30, 2011, then RTL Group would be impacted - either
positively or negatively - in the second half of 2011. RTL Group
has reduced supplier-related risks by extension of contracts.
RTL Group continues to monitor its cost base closely but cannot
rule outincreased program investments, should the competitive
landscape require it, which would have a negative short-term
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impact on earnings. On page 81, Bertelsmann Annual Report
2010 sets out the most significant risk factors and litigations
relating to RTL Group’s operations at the time of that report.
Bertelsmann does not consider that these principal risks and
uncertainties have changed materially.

The bankruptcy of Borders Group, Inc. in February 2011 and
Random House’s adoption in March 2011 of the agency pricing
model for most of its digital business marked material turning
points for Random House in the first half 2011. In the near- and
medium-term future, customer risk will focus on the longer-
term erosion of the number of retail space devoted to physi-
cal books. Risks related to e-books will focus on the issue of
where title price points will settle. Other risks, including a soft
economy and the potential for new competitors to enter the
publishing business, will continue to be important.

Gruner + Jahr still sees a risk of rising prices, especially in the
paper market. The primary causes are rising raw material and
energy costs and possible concentrations on the provider side.

The market environment for Arvato remains tense. On the
supplier side, the risks of rising procurement prices (for paper,
polycarbonate, and ink) cited in the December 31, 2010, report
materialized in the first half of 2011, while the risks of a negative
economic development did not. The DVD and CD replication
business also fell further than expected, making further adjust-
ments necessary.

The risk position of the Bertelsmann club and direct market-
ing activities was significantly reduced through the sale of the
French-speaking business and the Club in Poland in the first
half of 2011, so that this no longer represents a separate top risk
in the Group. The risk assessment of the remaining activities
had not changed significantly as of June 30, 2011.

Legal Risks

The upheavals in the e-book market led anti-trust authorities
(EU Commission, British OFT, U.S. Justice Department) to initi-
ate industry-wide investigations for possible anti-competitive
market practices in the way e-books are generally sold. It is
not currently possible to predict the outcome of the investiga-
tions or any effects this may have on Bertelsmann. For all other
unchanged legal risks, please refer to pages 81 and 82 of the
Group management report for fiscal year 2010.
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Overall Risk

No risks endangering Bertelsmann'’s continued existence were
identified as of June 30, 2011, and no such risks are foreseeable
at the moment. The overall risk position has improved thanks
to the sale of many of the club and direct marketing activities in
the first half of 2011 and a downgrade of future customer-related
risks at Random House.

Opportunities

The assessment of opportunities has not changed substantially
compared to the information presented in the 2010 Group
management report.

Outlook

The forecasts for general economic trends developed by the
leading economic researchers in the early summer were based
on continued, albeit slower, global economic expansion. Ac-
cording to the summer forecast of the Kiel Institute for the
World Economy (IfW) from June 2011, the indicators currently
available point toward a return to somewhat slower growth in
the global economy. The IfW expects global production to rise
4.5 percentin 2011, 0.2 percentage points higher than projected
in the spring of 2011. Although the IfW forecasts a marked slow-
ing of economic dynamics in the euro zone for the rest of the
year, production is expected to rise 2 percent in the current year.
The IfW expects production in the U.S. to begin growing again at
a faster pace following a slowdown at the beginning of the year.
Looking at the economic situation in Germany, the IfW expects
the real gross domestic product to grow 3.6 percent in the
current year, with the upward trend fueled primarily by
domestic demand. The IfW sees economic risks to the German
economy primarily in the global economic environment.

Overall, the IfW’s economic expectations from June 2011 are
more optimistic than the previous forecasts. On the other hand,
one must consider the current developments on the interna-
tional capital markets in conjunction with the government debt
crises in Europe and the U.S. and the latest economic data for
Germany and the euro zone, which point toward a - possibly
substantial - economic slowdown. According to Germany'’s
Federal Statistical Office, the gross domestic product in Germany
grew only 0.1 percent in the second quarter of 2011 following
1.3 percent growth in the quarter before that. The growth rate
in the euro zone was a mere 0.2 percent, down from 0.8 percent
in the previous quarter according to Eurostat figures. Based
on this data, an adjustment of economic forecasts is expected.
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Following the announcement of the aforementioned indicators,
the U.S. investment bank Morgan Stanley reduced its forecasts
for global economic growth from 4.2 percent to 3.9 percent.
Although arecession in the major economies is not yet expected
at present, experts see their expectations for slowed global
economic growth confirmed.

As aresult, there is currently an increased level of uncertainty
surrounding overall economic developments in the second
half of 2011, especially with regard to the extent and duration
of the slowdown. This uncertainty also affects the prospective
development of Bertelsmann'’s business.

With this in mind, Bertelsmann is cautiously optimistic about
its performance in the second half of the year. Expectations
for fiscal 2011 remain unchanged: moderate growth of Group
revenues and a return on sales of over 10 percent. Operating
EBIT is expected to fall slightly below the previous year’s
figure due in part to higher prices for paper and raw materials,
energy costs, and start-up losses for new projects, especially

at Arvato. The Group net income is therefore expected to re-
main above the previous year’s figure thanks to lower one-time
effects. Bertelsmann still expects operational investments to
be higher than the previous year’s level and the leverage factor
below the self-imposed limit of 2.5. Due to the liquidation of
Direct Group as a separate segment of Bertelsmann, no separate
forecast will be provided for the remaining immaterial busi-
nesses.

These forecasts are based on Bertelsmann’s current business
strategy as outlined in the “Business and Economic Condi-
tions” section. The forecasts are the result of a consideration of
risks and opportunities and are based on operational planning
and the medium-term outlook for the corporate divisions. All
statements concerning potential economic and business de-
velopments represent opinions advanced on the basis of the in-
formation that is currently available. Should the underlying as-
sumptions 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.

Bertelsmann Interim Report January-June 2011



Foreword | Group Interim Management Report | Condensed Group Interim Financial Statements | Additional Information

Group Income Statement

in € millions H1 2011 H1 2010 (adjusted)
e 7,160 H 7028
Other operating income 228 236
Change in inventories 47 11
Own costs capitalized 96 106
Cost of materials (2,369) (2236)
Royalty and license fees (385) (364)
Personnel costs (2,189) (2154)
Amortization of intangible assets anddeprematlon of property, plant and equipment (254) (257)
Other operating expenses (1,617) (1644)
Results from investments accounted forusmgtheeqwty method 11 21
Income from other participations 9 7
Special items (60) (30)
=Bl (e St M e ) 677 724
Interest income 32 20
Interest expenses (106) (1 36)
Other financial income 48 34
Other financial expenses (169) (233)
Financial result (195) (315)
Earnings before taxes from continuingk‘;g('e};"t‘i'c‘)“r;; """ 482 409
Income taxes H (108) (108)
Earnings after taxes from continuing operati'(‘)ns 374 301
Earnings after taxes from discontinueckiﬁoperatlons """ (105) (55)
Group profit or loss 269 246
atributable to:
Bertelsmann shareholders
o 288 221
o (105) (51)
o 183 170
o 86 80
= (4)
e TEEb G e e 86 76

The figures from the previous year have been adjusted in accordance with IFRS 5.
For further details, please refer to “Discontinued Operations” on page 22.
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Group Statement of Comprehensive Income
in € millions H12011 H1 2010 (adjusted)

Group profit or loss 269 246

Currency translation differences

— Changes recognized directly in equity (72) 267

— Reclassification adjustments for gains (losses) included in profit or loss (5) -

— Changes in fair value recognized in equity (10) (20)
_ Reclassification adjustments for gains (losses) included in profitor loss N
Cash flow hedges I
— Changes in fair value recognized in eqmty """""""""""""" @ 75
— Reclassification adjustments for galns(losses)mcluded inprofitorloss o 1
Actuarial gains/losses on defined benefltplans """"""""""" 44 (230)
Share of other comprehensive incom'e‘zuc;%;('qmu'i't‘\'/‘:z;;:éounted investments o 24
Other comprehensive income (after taxes) """"""""""""" (81) 117
Group comprehensive income 188 363
attributable to:
Bertelsmann shareholders 106 274
.l.\‘l.;)“r;'—‘controllir'{c;;"interests """""""""""""""""""""""""" g2 89
Reconciliation to Operating EBIT (Continuing Operations)
in € millions H1 2011 H1 2010 (adjusted)
.I.E“I;I:I:from continlli‘rkl‘g operationus; """""""""""""" 677 724
“S“[‘J;(':‘ial W e
“—mlkr‘r';y;‘;airment of é‘;)‘;)dwill, othe'r“i‘at‘angible assué{; with indefiur;i'{é useful Iife,ug‘éher financié‘lk‘;;sets """"""""""
and assets held for sale 9 1
- Capital gainsflosses 7 6
—Other special ité%s """""""""""""""""" aa 23
“(‘)N;;érating EBIT from continuing operations 737 754
“Om[.)‘érating EBITDA from continuing operations 991 1,011

The figures from the previous year have been adjusted in accordance with IFRS 5.
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Group Balance Sheet

in € millions 6/30/2011 12/31/2010
Assets -
Non-cumentassets 7T
Goodwill 5,887 6068
Other intangible assets 586 629
Property, plant and equipment 2,000 2086
Investments accounted for using the equnymethod """" 487 485
Other financial assets 418 378
Trade accounts receivable T 23 7
Other accounts receivable and other assets """""""""""" 262 302
Deferred tax assets 1,079 1155

10,742 11,110
Cumentassets R
Iventories 1,468 1468
Trade accounts receivable 2,434 2673
Other accounts receivable and other assets """""""""""" 1,020 1076
Other financial assets 80 77
Currentincome tax receivable 79 83
Cash and cash equivalents 1,631 2006

6,712 7,383
Assets held for sale 295 286
- 17,749 18779
Equity and Liabiliies
Equity
Subscribed capital 1,000 1000
Capitalreserve 2,345 2345
Retained samnings 2,019 2107

Bertalsmantisharehalders aquityt & 5,364 5,452
Non-controlling interests 929 1034
I 6,293 6486
Non-current liabilites
Provisions for pensions and similar obllgat|ons """"""""" 1,486 1565
Other provisions 121 110
Deferred tax liabilities 87 82
Profit participation capital 413 413
Financial debt 3,477 3738
Trade accounts payable 49 51
Other liabilites 571 618
S 6,204 6577
Current liabilites
Other provisions 332 378
Financial debt 172 181
Trade accounts payable 2,438 2611
Other liabilites 2,035 2196
Currentincome tax payable 162 159
S 5,139 5525

Liabilities related to assets held for sale 113 191

17,749 18,779
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Group Cash Flow Statement

in € millions H1 2011
602
(128)
277
59
(39)
(29)
37
(37) 116
742 ” 831
(34) 14
(80) ©0)
(160) (100) .
(87) (18)
(40) (157)
7 39
23 405
(337) 79
(6) (21)
(207) (750)
-  @se
(28) 29
(149) (198)
28 RER
(22) (58)
(180) (60) .
(216) (241)
(774) (1 646)
(4) (3)
(369) (736)
2,006 2085
Cash and cash equivalents 6/30 1,631 1402
The figures for discontinued operations from the previous year have been adjusted in accordance with IFRS 5.
Change in Net Financial Debt
in € millions H1 2011 H1 2010
.l.\‘l.é{%inancial debt 'e‘at 7 H H (1,913) (2793)
Cash flow from o';;érating activi'{i‘és """""""""""" 742 831
Cashflow from i'a\'/‘é;ting activiﬁég """"""""""""""""""" @3 79
Interest dividena';z‘a'ﬁd change;‘i"r{equity, ad&iii;ﬁal paymer;"t‘ém(lAS 32.1855 """"""" (539) (539)
Currency effects and other changes in net financial debt 29 (360
Netfinancial debtat/30 (2,018) @)

Net financial debt is the balance of the items “cash and cash equivalents” and “financial debt.”
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Group Statement of Changes in Equity

in € millions

Balance as of
1/1/2010

Group comprehensive

Changes in ownership

Balance as of
6/30/2010

Balance as of
1/1/2011

Other comprehensive

Group comprehensive

Changes in ownership

Sub- Capital Retained earnings Bertels- Non- Total
scrlb_ed reserve Other Other comprehensive income" mann c<_)n-
capital retained e share- trolling
inas Currency Available- Cash flow Actuarial Share  holders’ interests
earning transla-  for-sale  hedges gains/  of other equity
tion dif-  financial losses on  compre-
ferences assets defined hensive
benefit income of
plans equity-
accounted
invest-
ments
1,000 2,345 2,149 (445) 43 1 (207) (7) 4,879 1,101 5,980
Group profit or loss - - 170 - - - - - 170 76 246
Other comprehensive
income - - - 262 (19) 68 (229) 22 104 13 117
income - - 170 262 (19) 68 (229) 22 274 89 363
Dividend distribution - - (60) - - - - - (60) (218) (278)
interests in subsidiaries " - - (29) - - - - - (29) (29) (58)
- 4 - - - - - 4 1
1,000 2,345 2,234 (183) 24 69 (436) 15 5,068 944 6,012
1,000 2,345 2,622 (224) 45 16 (263) 11 5,452 1,034 6,486
Group profit or loss - - 183 - - - - - 183 86 269
income - - - (76) (9) (28) 43 7 (77) 4 (81)
income - - 183 (76) (9) (28) 43 (7) 106 82 188
Dividend distribution - - (180) - - - - - (180) (178) (358)
interests in subsidiaries? - - (13) - - - - - (13) (9) (22)
. . M . . - . . M - . M.
1,000 2,345 2,511 (300) 36 (12) (220) 4 5,364 929 6,293

Balance as of
6/30/2011

"This includes a total of €-4 million (June 30, 2010: €66 million) from assets classified as held for sale as of June 30, 2011.
2The effects in “Changes in ownership interests in subsidiaries” result from increasing interests in several fully consolidated participating interests.
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Segment Information (Continuing Operations)

RTL Group Random House Gruner + Jahr Arvato
in € millions H1 2011 H1 2010 H1 2011 H1 2010 H1 2011 H1 2010 H1 2011 H1 2010
(adjusted) (adjusted) (adjusted) (adjusted)
Revenues from external 2,748 2,658 787 791 1,239 1,207 2,271 2,178
Intersegment revenues 3 3 - - 11 10 124 134

Return on sales”

Scheduled depreciation

and amortization ISR 208 2l

Impairment losses 19 6 15

e thereof m
special items 3 _ 15

Results from investments

accounted for using the

equitymethod 202 T

Additions to non-current

assets® oo RN S1 BN

Employees (closing date)® 12,438 12,339 5,304

Employees (average)® 12,322 11,876 5,288

13. L3 33 W97 104

- i L - -
- = - = 1
- _a B0 - -
L1 2SS .- A 2.
5,264 13,327 13,337 66,418 63,985
5,264 13,362 13,314 65,962 61,601

The figures from the previous year have been adjusted in accordance with IFRS b.
"Operating EBIT as a percentage of revenues in the divisions.

2 Additions to property, plant and equipment and intangible assets including goodwill.
3¥The number of employees in the prior period corresponds to the number on December 31, 2010.

Selected Explanatory Notes

Accounting Principles

This interim financial report has been prepared according to

Section 37w of the Wertpapierhandelsgesetz (WpHG - German

Securities Trading Act) and has been subject to a limited review

by the Group’s auditor. It contains condensed consolidated

interim financial statements prepared in accordance with

IAS 34 Interim Financial Reporting, including selected

explanatory notes. This report was prepared using the same

fundamental accounting and measurement methods as in the

consolidated financial statements of December 31, 2010.

A detailed description of these methods can be found in the

notes to the consolidated financial statements in the Annual

Report for 2010. Exceptions have been made for the new and

revised accounting standards and interpretations that have

become mandatory since January 1, 2011:

« Revised version of IAS 24 Related Party Disclosures

« IFRIC 19 Extinguishing Financial Liabilities with Equity
Instruments

« Amendments to IFRIC 14 Prepayments of a Minimum Funding
Requirement

« Amendments to IAS 32 Financial Instruments: Presentation -
Classification of Rights Issues

o Amendments to IFRS 1 First-time Adoption of IFRSs - Limited
Exemption from Comparative IFRS 7 Disclosures for First-
time Adopters

« Improvements to IFRS (published in May 2010)

The revised standard IAS 24 includes changed definition cri-
teria for related parties. The information on material voting
rights has been deleted from the standard, and information on
government-related companies has been reduced. In addition,
marginal changes have been made to the standard’s text.
IFRIC 19 deals with accounting for so-called “debt-equity
swaps.” The improvements to IFRS (published in May 2010)
are clarifications of or corrections to existing IFRSs or changes
as aresult of changes previously made to IFRSs. Three of the
changes (two to IFRS 1 and one to IAS 34) modify existing
requirements or provide additional guidelines for the
implementation of these requirements.

The effects from the first-time adoption of these requirements
are not material for the Bertelsmann Group. The Bertelsmann
Group has not opted for early adoption of any additional stan-
dards, interpretations, or changes that have been published
but are not yet mandatory.

Bertelsmann Interim Report January-June 2011
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Total divisions Corporate Consolidation/Other Continuing operations
H1 2011 H1 2010 H1 2011 H1 2010 H1 2011 H1 2010 H1 2011 H1 2010
(adjusted) (adjusted) (adjusted) (adjusted)
7,045 115 194 - - 7,160

6,834

el ————. 000000
. 000 —.
 ———-

L LR s 0 —-—

97,487 94,925 2,525 2,603

96,934 92,055 2,533 2,882

L N 2 S

.~ K
UL - F——
M - 2 !
- A1 . 164
- - 100,012 97,528
- - 99,467 94,937

Scope of Consolidation

The consolidated interim financial statements as of June 30, 2011,
include Bertelsmann AG and all material companies that have
business operations and with regard to which Bertelsmann AG
has a direct or indirect opportunity or actual power to gov-
ern the financial and operating policy. As of June 30, 2011,
Bertelsmann AG’s group of consolidated companies comprised
852 companies including 16 entries and 58 exits in the first
halfyear of 2011.

781 companies were fully consolidated as of June 30, 2011.

Acquisitions and Disposals

In the first half of 2011 the Group made several acquisitions
that, taken on their own, were not material. The total impact
on the Group’s financial position and results of operations was
also immaterial. The consideration paid for acquisitions less
cash and cash equivalents acquired amounted to €40 million.
The compensation transferred for new acquisitions in the sense
of IFRS 3 totaled €26 million. The acquisitions resulted in good-
will totaling €22 million as part of the preliminary purchase
price allocations.
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The divestments yielded payments to the Group totaling
€7 million (previous year: €39 million) after consideration of
cash and cash equivalents disposed of.

Direct Group France, which includes the French-language
club business and the Chapitre.com bookstore chain, was
sold to the U.S. private equity firm Najati Companies at the
end of May 2011 as part of the scale-back in Direct Group.
The preliminary consideration for the interest sold and
financial liabilities acquired totaled €78 million. After
deducting the cash and cash equivalents disposed totaling
€27 million, this resulted in an actual cash inflow of €6 million.
The sale of Direct Group France resulted in a capital loss of
€-48 million. Direct Group also sold some other businesses,
including the Librerias Bertrand bookstores in Spain to a
subsidiary of the Spanish media company Grupo Planeta as
well as club businesses in Poland.
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Discontinued Operations

At the start of 2011 the Group’s management decided to sell
Direct Group’s remaining companies, in addition to Direct
Group France. This plan does not include the companies
in Germany and Spain. In the first half of 2011, the sale of
Direct Group in France, Poland, and Spain (Librerias
Bertrand) was completed. The search for a buyer and imple-
mentation of the sales plan were launched for the book clubs
in Russia and Ukraine as well as in the Czech Republic and
Slovakia. Taken together, these Direct Group companies meet
the conditions of IFRS 5 for the classification as discontinued
operations and accordingly the ongoing earnings and cash
flows for these companies are shown separately in these
financial statements. The assets and liabilities for the Eastern

European companies not yet sold as of June 30, 2011 are also
shown separately. Previous-year figures in the income and
cash flow statements have been adjusted according to IFRS 5.

The previous-year figures also include the completed sale of
the UK TV Group Five in the second half of 2010. This group
was already classified under discontinued operations last
year as of June 30, 2010. Detailed information can be found
in the notes to the consolidated financial statements in the
Annual Report for 2010.

The result from discontinued operations is broken down as
follows:

Income Statement (Discontinued Operations)

in € millions H1 2011 H1 2010 (adjusted)
Revenues 263 o 472
Income i e 17
Expenses o s -
Operating EBIT from discontinued cv)‘pe (24)

Special items . (—

EBIT (earnings before interest and taxué‘é‘)uvf”r‘c')”r‘“r'{('iﬂi‘é‘(;ontinued cpermers (75)

Financial result )

Earnings before taxes from dlscontlnuedOperatlons """"""""" 78
000 o

Earnings after taxes from discontinuevdm(‘)”[v);rﬁe‘l't‘igaé vvvvvvvvv (105)

The carrying amounts of the assets classified as held for
sale and related liabilities can be found in the following
table. In addition to the Eastern European companies of
Direct Group that are available for sale, RTL Nederland’s radio
stations Radio 538, Radio 10 Gold, and Slam FM are disclosed.
This is due to the fact that it was decided to exercise the
RTL Group’s put option towards Talpa Media Holding,

the co-shareholder in RTL Nederland. The option was
exercised in July 2011. As a result of the acquisition of the
minority interest of 26.3 percent in RTL Nederland from Talpa
Media Holding, in future RTL Group will once again have full
control of its Dutch subsidiary. In return, Talpa Media Hold-
ing will receive the radio stations detailed above.

Bertelsmann Interim Report January-June 2011



Foreword | Group Interim Management Report | Condensed Group Interim Financial Statements | Additional Information

Assets Held for Sale and Related Liabilities

in € millions 6/30/2011 12/31/2010
Assets
Non current assets .......
Oeedwﬂl 168 o
Other |ntang|b|e assets 13 38
.I;’re'[‘aerty pIant and equment 16 49
Other non- current assets - 7
Deferred tax assets 42 1
“C“n‘rrent assets .......
Inventories 20 82
Other current assets 27 85
Cash and cash equwalents 9 14
.I._“i;bilitles

Non current I|ab|l|t|es .......
.t:"re'\‘/lsmns for penS|ons and similar obllgatlons - 8
.F.:‘rn“enmal debt 54 9
Other non- current I|ab|||t|es 29 1
.O.e‘f“erred tax Ilabllmes - o
“C“tjrrent I|ab|l|t|es .......
Trade accounts payable 17 106
Other current I|ab|l|t|es 13 67

Bertelsmann Interim Report January-June 2011
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Income Taxes

Tax expense for the first half year of 2011 was calculated in
line with IAS 34 using the average annual tax rate expected
for the whole of 2011. The estimated average annual tax rate
for 2011 is 34.5 percent.

The reversal of impairment for deferred tax assets for existing
loss carryforwards in the U.S. in the amount of €35 million
and a tax refund for previous years in Germany in the
amount of €31 million reduced the total tax expenses to
€-108 million.

Special Items

in € millions H1 2011 H1 2010 (adjusted)
.I}'ﬁu;;z;irment o;‘g')“c‘)odwill, ';tufkw‘er intanéigié assetsh\'/;/'i;(‘h indefirﬁ't‘(;‘useful Ii'f”é', """""""""""""""""""""
other financial assets and assets held for sale

AdSociety, RTL Group ® -
Other o @ )
.é?ab‘i;al gains/l‘ééses """"""""""""""""""""""""""""""""""""
RenTV,RTLGroup N (12)
Printer Barcelona, Arvato aw
Other B 3 6
Other specialk‘i't;ms """"""""""""""""""""""""""""""""""""
“(j”r;e'z;ous Ieasé"c':;ntract, 'Ruz'a‘adom Ho&éé """""""""""""""""""""" @ -
.I.?'é;t“ructuringmz;r‘w‘d severe'\r";'(‘:'é paymer;{é‘,‘Arvato o o (13)
.ﬁ'é;t'l"ucturingmz;ﬁd severér";'(‘:'é paymer;{é‘,‘ Prinovi's,';‘ne half each Gruner' ;‘Jahr and A‘r“v‘ato o N (3)
.I.R'é;t"ructuringma‘a'r‘w‘d severér;'(‘:'é paymer;{é‘,‘Gruner';':J‘ahr o o o o m (3)
.I.Rké;turucturing“ékﬁ‘d severakur;;:'é paymeakt‘é‘,‘Corporé't‘; m (2)
Other . N 2
s o . (30)

Special items are primarily business transactions that are
not repeatable and therefore not operational in nature.
They include income and expense items which distort the
assessment of the results of operations of the divisions and

of the Group due to their size and frequency of occurrence.
Special items in the first half of 2011 come to €-60 million
(H1 2010: €-30 million).
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Other Information

As aresult of the seasonal nature of the divisions, higher
revenues and operating results are by tendency expected in
the second half of the year compared to the first half year.
The higher revenues in the second half of the year are due to
the increasing demand during the year-end holiday season,
in particular in the advertising-driven companies, and also
to Arvato’s customer-oriented services.

Arvato carried out an extensive reorganization in the first half
of 2011. The new organizational structure reflects Arvato’s

Notes to the Segment Reporting

After the sale of the Direct Group companies in France,
which was completed at the end of May 2011, Direct Group
was finally disbanded as an independent division of
Bertelsmann AG. The remaining immaterial companies
in Germany and Spain are no longer controlled separately
by the Group’s management, accordingly the operating

strategic orientation as a business process outsourcing service
provider and is geared to the strategic market units that will
offer integrated solutions for individual markets and industries.
During the first half year, a promissory note loan with a
nominal amount of €188 million and own bonds for the
2006/2012 issue with a nominal amount of €6 million were
acquired. In June 2011 Bertelsmann AG renewed a €1.2 billion
syndicated line of credit, due to expire in 2012, for five years
until 2016 with extension options through to 2018.

segment “Direct Group” is no longer shown separately
in the segment reporting. The four operating segments
RTL Group, Random House, Gruner + Jahr, and Arvato
remain, as well as Corporate. The club and direct marketing
businesses in German-speaking regions and in Spain are
shown under Corporate.

Reconciliation of the Total Segment Result to the Group Result

in € millions

Corporate

H1 2011 H1 2010 (adjusted)
'.I't'J{éI‘amoun't'é‘f‘éegmen't; EBIT 742 o 770 .
Corp o o ©) (48) .
Consolidatio'n'/HOHt‘her T 2 .
EBIT from co}&i“rvw‘uing ophé;'uéfions """""""""""""""""""""""""""""" 67 724
Financial resuul£ """""""""""""""""""""""""""""""""""""" aes) (315)
Earnlngs bef'o'rkéu faxes frc;r"‘r; ;:ontinui'r%é”c;peratiorkwéu ‘ 482 409
Income taxes (og) (108)
Earmngs aft('a'r'{é;(es frorﬁ'go‘ntinuin;q' ;[‘)érations' o 374 301
Earnings after taxes from discontinued operations (105) (55)
00O o0 OO OO OO OO OO OO seo 246

Group profit or loss

Bertelsmann Interim Report January-June 2011
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Events after the Balance Sheet Date

On July 25, 2011, RTL Group reached an agreement with the
two remaining non-controlling shareholders in RTL Hrvatska,
Atlantic and Agrokor, to acquire their stakes in RTL Hrvat-
ska. This transaction will take RTL Group’s shareholding in
the Croatian broadcasting business to 100 percent and will
be accounted for as an equity transaction since RTL Group
already has control.

On July 28, 2011, RTL Group acquired an additional 31 percent
stake in RTL Klub, the Group’s Hungarian television station.
This acquisition will be accounted for as an equity transaction
since RTL Group already has control. RTL Group’s stake in
RTL Klub following this acquisition amounts to 98 percent.
Alongside this increased stake RTL Group also acquired
100 percent of seven cable channels. Both transactions still
require approval from the responsible authorities.

Bertelsmann Interim Report January-June 2011
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Responsibility Statement

To the best of our knowledge, and in accordance with the ap-
plicable reporting principles for interim financial reporting,
the condensed consolidated interim financial statements give
atrue and fair view of the assets, liabilities, financial position
and profit or loss of the group, and the interim management
report of the group 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 opportu-
nities and risks associated with the expected development
of the group for the remaining months of the financial year.

Giitersloh, August 25, 2011

Bertelsmann AG
The Executive Board

Buch
Dr. Rabe

Dr. Buchholz
Zeiler

Ostrowski
Dohle

Review Report by Auditors
To Bertelsmann AG

We have reviewed the condensed consolidated interim
financial statements - comprising income statement,
statement of comprehensive income, balance sheet, statement
of cash flows, statement of changes in equity, and selected
explanatory notes - and the interim group management
report of Bertelsmann AG, Giitersloh, for the period from
January 1 to June 30, 2011, which are part of the half-year
financial report pursuant to § (Article) 37w WpHG
(“Wertpapierhandelsgesetz”: German Securities Trading
Act). The preparation of the condensed consolidated
interim financial statements in accordance with the IFRS
applicable to interim financial reporting as adopted
by the EU and of the interim group management
report in accordance with the provisions of the German
Securities Trading Act applicable to interim group man-
agement reports is the responsibility of the parent
Company’s Board of Managing Directors. Our responsibility
is to issue a review report on the condensed consolidated
interim financial statements and on the interim group
management report based on our review.

We conducted our review of the condensed consolidated
interim financial statements and the interim group manage-
ment report in accordance with German generally accepted
standards for the review of financial statements promulgated
by the Institut der Wirtschaftspriifer (Institute of Public

Bertelsmann Interim Report January-June 2011

Auditors in Germany) (IDW). Those standards require that we
plan and perform the review so that we can preclude through
critical evaluation, with moderate assurance, that the con-
densed consolidated interim financial statements have not
been prepared, in all material respects, in accordance with
the IFRS applicable to interim financial reporting as adopted
by the EU and that the interim group management report has
not been prepared, in all material respects, in accordance
with the provisions of the German Securities Trading Act
applicable to interim group management reports. A review
is limited primarily to inquiries of company personnel and
analytical procedures and therefore does not provide the as-
surance attainable in a financial statement audit. Since, in
accordance with our engagement, we have not performed a
financial statement audit, we cannot express an audit opinion.
Based on our review, no matters have come to our attention
that cause us to presume that the condensed consolidated
interim financial statements have not been prepared, in all
material respects, in accordance with the IFRS applicable to
interim financial reporting as adopted by the EU nor that the
interim group management report has not been prepared, in
all material respects, in accordance with the provisions of the
German Securities Trading Act applicable to interim group
management reports.

Bielefeld, August 26, 2011

PricewaterhouseCoopers
Aktiengesellschaft
Wirtschaftspriifungsgesellschaft
Werner Ballhaus Christoph Gruss
Wirtschaftspriifer
(German Public Auditor)

Wirtschaftspriifer
(German Public Auditor)
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Financial Calendar

November 10, 2011

Announcement of figures for the first nine months

of 2011

March 28, 2012

Annual Press Conference for fiscal year 2011

Contact

For journalists

Corporate Communications / Media Relations
Phone: +49 (0) 5241-80-2466
press@bertelsmann.com

For analysts and investors
Investor Relations

Phone: +49 (0) 5241- 80-2342
investor@bertelsmann.de

For global jobs and careers
Recruiting Services
createyourowncareer@bertelsmann.com
www.createyourowncareer.com

Information about Bertelsmann as an
employer is also available on:

facebook XING "
YoulD  Linked @3-

The Interim Report and current information

about Bertelsmann are also posted at:
www.bertelsmann.de
www.bertelsmann.com

This Interim Report is also available in German.
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