Heidelberg goes digital! H

Subscription Economy - New business Model for Heidelberg Druckmaschinen AG

Dr. David Schmedding, Head of Customer Segment Management & Subscription Business
11th December 2018
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Heidelberg Group. H
Facts and figures.

Sales
> € 2.5 billion South America

Sales and service structure North America
- 250 sales and service units, 170 countries

EMEA
Our staff

- 11,500 Heidelberg employees worldwide
Logistics

- Biggest.supplier in the print media industry
with 250 lecations in 170 countries Asia/Pacific

Eastern Europe
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Printing Industry.
Stable market with attractive growth areas.

Global print production volume

around g gy f}
€400 bi.!of}yg{rg )

€2.4 vilion*  Digital

€2.5

billion*

* Accessible market for Heidelberger Druckmaschinen, excluding postpress
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Higher Utilization reduces Share of Wallet for plain H
Equipment deals

Number of Customers

A 4
Global PPV Page-Value x Volume /
g PV per Customer*
ustomer
CB: 35%
Consum-
SE: ca. 30%
Page-Value x Volume /
Customer* \
CB:30%
SE: ca. 20% EQ: ca. 35%

Equipment
EQ: ca. 50% & Other

8oies Type of Customers 2020ies
~Mamé&Pap* ,Industrialized

*qualitative
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Where Equipment is dominating the value of the H
outcome, the machine is more important than
customers practice

A . .
Number of Sales Events During Lifecycle = 1 ! (Machine)
PPV per
Customer Focus: Equipment Sales
Customer
Relation: Transaction
Business
Model: Grow Capacity
Value
y\. = IR Creation: Machine Feature
Equi t —
quipmen | W e .
Capability: Manufacturin
& Other { I P v 5
(Capex) - Sales
8oies \ Approach: Push
~Mam&Pap“

*qualitative
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A product centric organization aims to create user
specialists through super sophisticated engineering

Market ’& Entry barrier

Leader Experience with
Product defines customers technical

Niche market problems and
Position processes

Competitive

Advantage

Justifies growth in R&D - Differentiation
expenses and ' . High degree of
organizational ' customization and
complexity PRODUCT engineering solutions

[component, machine,
integrated solution

R&D Investment Customer
Majority of R&D goes to Re|ationship
components and - Strong Key account
machines, while tlrpe to g ) presence, consulting,
market and operational training and
excellence is optimized engineering Services
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Heidelberg is moving into ongoing business relation H
during the lifecycle

Number of Sales Events During Lifecycle = M 1s !

A . .
Focus: Lifecycle Business
PPV per
Customer Customer
Relation:  Subscription .
P Lifecycle
Business — Business
Model: Improve Utilization (opex)
Value
Creation: Share of Wallet
—
!
Capability: Big Data
Sales
Approach: Pull
Type of Customers 2020ies
sIndustrialized“

*qualitative
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New Heidelberg. H
Successful strategic reorientation.

Technology @~ = Strong brand & broadest installed base worldwide
LeCURLE Pioneer in industry’s digitization

(Innovation)

Digital . e
S Pay per use models (subscription) foster growth

(digital business models) ® Transformation towards recurring revenues

Oper- = Increased profitability through reduction of process-
ationﬁll related and structural costs
excelience = Optimization and reduction of complexity

-
" 45% Press Share

Markei.a, = 10% Consumables Share
poten’' = => Huge potential for Heidelberg AND its partners
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Heidelberg goes digital.

Big Data provides the basis for digital revenue models.

Data as a strategic asset
More than 10.000 Heidelberg machines
and 15.000 Prinect modules connected. \

Combined with central analytical and
predictive logic.

© Heidelberger Druckmaschinen AG

-
Transactional B -
business pay per unit
model
H
“Heidelberg
Ecommerce 5
ecosystem
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Milky Way: Productivity Data of our installed machines

60%

50%

40%

w
(=]
X

20%

Overall Equipment Effectiveness

10%

0%

Average Performance

Real data of 134 Connected XL 106-8P & 10P
Western Europe (Germany, UK, France, Switzerland)
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Heidelberg Subscription: Combining Heidelberg H
product portfolio in order to drive productivity.

Increase your
performance.
The Heidelberg NPT
portfolio. '

L —

© Heidelberger Druckmaschinen AG

Pay-per-use business model

Customer pays for output instead of
input factors. As subscriber our customers
are free to focus on sales, product
innovation and investment in digitization
of their customer’s interface.

Recurring revenue (5-year plan):
Monthly fix base fee + impression charge
No investment in equipment,
Ownership stays with HEIDELBERG
With a subscription contract, our
customers get added value benefits.
And make their profits independently of
savings in material costs.

Our solution aims to jointly increase
productivity
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HD Assistant — central communication platform as part of H
our subscription offering

Printshop Selection ~ Max Mustermann

H=ID=LB=RG

Heidelberg Assistant

n e o

Print Shop.

Shopping.

© Service Status © Heidelberg eShop
@© Performance Charts

e Performance Actions

© Predictive Monitoring

Administration.

© Contracts
© Invoices

N
© Vendor Managed Inventory eI’V 03/
20 9

User Manual Glossary FAQ Pricacy Statement Terms and Conditions  Legal Informations Release 1.2.22 © 2018 Heidelberger Druckmaschinen AG
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Vendor Managed Inventory

H=ID=LB=RG
Vendor Managed Inventory
L]

Disposition Customer Disposition Heidelberg

@ Excel Export

Product Name Product ID Category

@  Saphira Wash 562 251 CH.F210001 Chemistry
e Druckbestaubungspuder § 5/22 1kg CN.F310005 Chemistry
° Saphira Fount 554 AR Pure 25Kg CN.F1I0083 Chemistry
e Saphira Isopropylalkohal, 25L CN.F510003 Chemistry
@  Saphira Water Fix 251 CN.F210055 Chemistry
e Saphira Roller Protection Liquid 1L CNF220090/02  Chemistry
° Saphira Dry Ink Cleaner 5L CM.F220081 Chemie

User Manual  Glossary FAQ  Pricacy Statement

Terms and Conditions

Last
Movement

10.03.2018

10.03.2018

10.03.2018

10.03.2018

10.03.2018

10.03.2018

10.03.2018

Unit

Can

Stick

Can

Can

Stiick

Stick

Legal Informations

Release 1.2.22

Printshop Selection

Printshop Selection

In Stock & Reorder Order Next
Point quantity Delivery
2 2 4 04102019
5 [v]
83 0
3 o o 2010.2019
55 o
2 0
a1 o

° Status ok

Max Mustermann

Stock Taking

Status

O 00000

0’ Reorder required

© 2018 Heidelberger Druckmaschinen AG
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Successful. H
Introduction of Heidelberg Subscription.

« 23 machines with subscription contract (Nov 2018)
* Geographical focus: Europe, USA, Canada
» Relevant for all customer segments:
commercial 17 machines | Packaging 5 machines |
Label (SF) 1 machine
* Major share of contracts with XLL106 machines

« Target: 30 customers until end of FY19 are realistic;
Target FY20: 100 Subscription contracts

« 5year-contracts with recurring revenue incl. Equipment (partly AR
incl. CtP) + consumables + service + software + consulting A efg én d WEIG

(configured based on status quo / potential analysis) implementing the new digital business

modell Subscription for folding carton

« 11 consumables supply contracts for existing machines as -
printing

pay-per-use model - Carefree package for the whole printshop

» Yearly agreed printing volume (across all subscription contracts) :
~ 1 billion impressions p.a.
*  >900 t coatings p.a.
* >300 tinks p.a.
*  >600k sqm plates p.a.

© Heidelberger Druckmaschinen AG 14



First subscription contract signed Dec 2017; installation May 2018
Customer Testimonial Lensing Druck (Dortmund, Germany)

Das Modell

Heidelberg Subscription Modell

= Die Maschine
= Heidelberg XL-106 9-P+L
= Ersetzt:
= Heidelberg CD 105 5-P+L
= KBA Rapida 106 8-P
= Das Modell
= Pay-per-Use

= Keine Initialkosten (auBer Maschinenaufbau)

= Heidelberg Performance Plus ist inkludiert

Vil '

e g - "7

Xy

aus Prasentation bvdm, 27.9.2018

© Heidelberger Druckmaschinen AG

,Our key motivation for Heidelberg
Subscription:

Sustainable performance improvement*
(R. Dembinski, MD Lensing druck Germay)

—

. "M/ 3 71;‘— [
Unsere Beweggriinde '=

“"/ Heidelberg Subscription Modell

= Wir hatten Nachholbedarf

= Unser Betrieb musste eine Maschinengeneration
Uberspringen

= Heidelbergs Performance Plus hat uns diesen Sprung
erheblich vereinfacht

= Monatliche Auswertung und Benchmarks zeigen
regelmaBig Verbesserungspotenziale auf

= Schulung von Personal hat unseren Output erheblich
erhoht

= Wir bezahlen nur, was wir auch verbrauchen
15



First milestones achieved.

Performance improvement with Heidelberg Subscription.

Lensing Druck, Commercial segment, Germany (XL-106)

@ Performance trends*

OEE 10,000 OEE MNet productivity Net productivity 10,000 @ Run length

a0 Installation

Percent [%]

Dec 2017 Jan 2018 Feb 2018 Mar 2018 Apr 2018 May 2018 Jun 18 Jul 2018 Aug 2018 Sep 2018

@ XL 106-9-P+L (FS00233)

30
20
10

£ Settings

Nowv 2018 Cec 2018

Start performance measurs

Screenshot HD Assistant

© Heidelberger Druckmaschinen AG
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Very positive customer feedback. H
6 months with subscription in operation.

« Partnership Models
» Holistic performance improvement support — directly from the beginning. First
improvements detectable
 Transparency
» The achieved insights help to improve the pre- and post calculation though
validation of the calculation basis and to generate steering information.
» The visible costs per impressions boost the understanding of saving potentials.
Every ,unnecessary“ impressions cost money e.g. (waste).

« Cost savings in various process steps
* Process cost savings, e.g. administrative jobs.
« Planning accuracy
« Improved logistic- and cash-management.
« Avoidance of a high stockage.

© Heidelberger Druckmaschinen AG



Moving to recurring revenues is a holistic corporate
transformation that touches the entire organization

Build subscription selling capabilities and adjust your
coverage models and channel mix

Build a sticky and satisfied _ )
customer base by reducing Service/ LLC[Iq@ Create compelling and
time to go live* and ensuring Customer \VETEG[aM differentiated subscription /

full business value capture Success ment as-a-service offerings

End-to-end
iti I rrin Develop a ,land&expand“
Reposition yourself as a ecu g S backaging & pricing

flexible subscription BYEWR G| revenue &Pricing architecture, and set prices to
company trans- balance penetration with

lifetime value
formation

Target the right pace of transition Finance Engi- Deliver the rapid innovation that
and communication the right ARSI e customers expect in as-a-service
metrics to investors  [ERESIEUIIE models
Rewire your opportunity-to-cash process to subscription 18
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Heidelberg Group. H

We will ...

. become a digital pioneer
within and outside our industry - a Lighthouse

accompany our customers
to a digital future

. grow by developing our Lifecycle business
with Consumables and Services

. build new Business Models
such as subscription

... focus on sales excellence
- Nl A by adding value for our customers.

™~
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