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At a glance

INTRODUCTION

2018/2019 2017/2018*** Change
Key financial figures (IFRS) in EUR million
Group sales 94.9 140.2 -32.0 %
EBIT 2.7 -18.4 -
EBIT margin in % 2.9 % -13.1 % 16.0 pp
Group result 0.9 -16.4 -
Balance sheet total as of 31/3 85.9 101.2 -156.1 %
Equity* as of 31/03 36.1 32.1 12.3 %
Equity ratio in % as of 31/3 42.0 % 31.8% 10.1 pp
Net debt as of 31/3 17.8 30.1 -41.1 %
Free cash flow 1.7 4.9 138.2 %
Other figures
Earnings per share* in EUR 0.05 -0.97 -
Financial year share closing price in EUR 1.67 3.09 -46.0 %
Number of employees as of 31/3 324 330 -1.8%

Incl. equity capital shares of non-controlling shareholders
* See consolidated financial statement, Note 16 for calculation
*** Adjustment according to IAS 8, see Note 6

Solid core business

Breakdown of 2018/2019 sales

Novel Booklets &
Puzzle Magazines

EUR 10.0 million
10%

Games

EUR 9.1 million

10%

Book
EUR 75.8 million
80%

Operational highlights and outlook

Group sales in 2018/2019 at EUR 94.9 million
exceeded the forecast of EUR 90 million.

LYX, audio and children's/youth books convinced
with sales over expectations.

Fiction fell short of expectations.

Games and Novel Booklets & Puzzle Magazines
remained stable.

Investment portfolio adjusted for non-core activities.

Cost efficiency through streamlined structures and
processes.

Publishing programs are being systematically
expanded.

Forecast for the 2019/2020 financial year: Group
sales between EUR 85 and 87 million and EBIT
between EUR 3.5 and 5.3 million.

Medium-term: Sales growth to approx. EUR 100
million with an EBIT margin of 6-8%.
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HOW A BOOK IS BORN

Usually it is a long way until the manuscript
of an author finally becomes a book. It can
take one to two years, and in rare cases
even longer, for the publication to be
contractually secured and the book to

be released. During this time the book is
edited, the final version is agreed upon with
the author, and the text is then set and
proofread. At the same time, preparation of
the marketing activities is also under way.
The book is then sent to the print shop,
and after completion to the retailers. It is
also made available for downloading to
eReaders. As the publishing house, we
provide advice and support to our authors
throughout the entire process. And our
employees are also fully committed. A few
of the colleagues who cooperate to pro-
duce a book and bring it to the market
have their say here.
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Interview with

How do book projects make their
way into your publishing house?

What does a book need to have,
in order to capture your interest?

Do you experience a tingling
sensation when you get your
hands on exceptional material?

Sometimes you also have to face
strong competition to acquire
books. How does this form of

auction work?

Which countries do you buy
licences from?

Previously one could have asked:
How high is the stack of
unsolicited manuscripts, although
they surely arrive in digital

form today. How often does the
glut of manuscripts actually result
in a book being published?

MARCO SCHNEIDERS

PUBLISHING DIRECTOR

There are three principal routes. The majority of authors domestic and foreign
are represented by “literary agents”. The lion’s share of all materials reviewed
by our editors comes in via agents. The second route via which we receive
manuscripts is from the authors themselves, who send their work directly to
us. This is the large proportion of “unsolicited manuscripts”. Thirdly, we are
also able to acquire paperback rights from other publishers through licence
agreements. The paperback usually appears on the shelves around twelve to
eighteen months after the hardback has been published.

The first fifty pages are decisive. If the story does not “light a spark” at the
beginning, if the characters remain hazy, then the rest of the manuscript can
never recover from this. The potential reader must find themselves caught up
in the first few pages. That is the key ingredient when purchasing books.

Yes, that definitely happens. Even if you think you have already read
everything, that you have seen everything. Authors constantly surprise you
with a perspective, a special narrative tone, an unusual character that makes
you think whilst you are reading: Wow, | have never read something like that
before.

Some projects are so sought-after that multiple publishers submit an offer to
acquire the book. The offers are collected together and the author’s agent
approaches the publisher who has submitted the lowest financial offer at that
point in time. He is then asked to submit a higher offer, if he wishes to con-
tinue participating in the auction. The process is repeated. Some publishing
houses exit the process and the publishers who remain are asked to submit
their final best offer, often together with a plan for marketing, sales and press
activities. The author then selects a publisher. This may be a purely financial
decision. However, it may also be that the author opts in favour of what he
perceives to be the best combination of guaranteed fee, marketing campaign
and — extremely important — enthusiasm of the potential publishing partner.

In addition to a high proportion of German-language literature, we are primarily
active on the English and American markets, as well as in ltaly, France, Spain
and across Scandinavia.

It may sound disenchanting but we probably publish an average of one
and perhaps two manuscripts per year, that we receive via this route. But it
does happen.



g s from left to right:
Tim Struwe (Production), g
Marco Schneiders (Publishing Director),
Dr. Stefanie Heinen (Editor)



Interview with

What is your role as an editor?

How many books do you review in
a single year on average?

What is the nature of the
working relationship between the
author and editor?

What happens if an author does
not agree with your recommen-
dations? Who has the final say on
the text?

Has the work of an editor changed
in recent years?

What does an editor read in their
spare time? Are you ever able to
set your editor’s spectacles aside?

DR. STEFANIE HEINEN

EDITOR

In a nutshell: | make promising materials available for book production and
distribution, and | prepare them for marketing. In detail, this means: | observe
the market, the development of comparable authors and genres, and detect
gaps in the book market. | calculate sales expectations and target returns,
prepare the acquisition, take care of contract negotiations and compile in-
formation about contents, marketing arguments, comparable books and
authors. | work together with the authors to find persuasive titles, prepare
the cover briefing for the book and the initial design ideas. At the same time,
I work with the authors on the exposé and manuscript, help with the drama-
turgy and finishing touches if necessary, and produce catalogue and internet
texts, as well as blurbs. Finally, | work together with our freelance proof-
readers to make sure insofar as possible, that the books are free of typo-
graphical errors when they arrive at the retailers.

Over the course of a publisher’s year there are phases where the focus is on
work on text and marketing information, and — above all before and after the
book fairs in Leipzig, London, Frankfurt and Bologna — periods during which
we review and acquire intensively. | would assume around 200 manuscripts

per editor, per year on average.

The editor and author generally work closely together with a major element
of trust. I accompany my German authors from the initial brainstorming and
exposé, through the dramaturgical proofreading and complete manuscript
editing, right to the point of printing approval. When it comes to the gram-
matical finishing touches, | often draw on an external copyreader; unfortu-
nately editors are only occasionally able to perform this highly time-intensive
work themselves. However, editors remain the first in-house contact for our
authors and we are always available to provide advice and support if they
need it.

The author remains the master of his own text as the copyright suggests,

and he chooses whether to accept or decline change recommendations. If the
quality of the text is such an issue that we do not wish to publish it without
changes and we are unable to reach a common solution, the publishing
house has the right to decline publication. However, such cases are very rare.

Yes. Every editor takes care of more books and more authors today than she
or he did a few years ago. At the same time we are also a lot more involved,
gathering together accompanying information for our books and filling data-
bases with keywords for marketing on the internet. This has resulted in the
focus shifting from manuscript work in the direction of project management.

Editors transform their passion for books into their profession. Personally, |
tend to avoid reading novels in my private life from those genres that | work
with professionally, because | find it difficult to switch off my strict editor’s eye
and therefore tend to be irritated by technical errors. However, | naturally also
read the successful books of my competitors if | have an interest in the sub-
ject area, or if | want to know why a book is such a success — although | put
my editor’s spectacles back on for that.



Interview with

What exactly does your
work as production
manager entail?

How has your job description
changed as a result of
digitalisation?

How do you determine
the design for a new
book project?

As a production manager,
do you sometimes revel in the
design of a book?

What project has proved to
be the greatest production
challenge for you to date?

Is there a book project that
you are particularly proud of?

TIM STRUWE

PRODUCTION

My role is widely diverse. | am responsible for planning, controlling and monitoring
the production processes. This includes purchasing materials, services and supplier
management. | am also available to advise our colleagues when it comes to ques-
tions relating to production and media design, and | always have one eye on the
design and production quality. My work as a production manager also means that
| am responsible for selecting and controlling external service providers in the fields
of layout, typesetting and printing, whilst | am required to keep track of the costs
and calculations, too.

New working areas are being added all the time due to digitalisation. The best
example of this is the production of ebooks. However, working processes are also
increasingly changing in the printing area. Orders are transferred to print shops via
interfaces, short runs are produced on digital printing machines. Furthermore, it is
also necessary to mention media-neutral production (XML Workflow) and automat-
ed production processes here. As a production manager, it is essential to keep up
with the state of the art at all times when it comes to new technologies and whether
these could optimise the production process.

The finishing of individual books is agreed upon in finishing meetings, with rep-
resentatives from various departments in attendance. In addition to the visual
effects, it is also necessary to consider the cost factor here, as well as the duration
of production because it must be possible to print any reprints required as fast as
possible to guarantee availability. Many factors therefore have an influence on the
design. In production we always try to produce an attractive and appealing book,
and we are therefore always exchanging information with suppliers, for example
regarding any new cover materials or finishing options that may be available.

Naturally, that depends on the book itself. For example, a Ken Follett novel is a
dream for every production manager. The jacket of the hardcover of “A Column
of Fire” has been finished multiple times and the design of the body of the book is
also highly comprehensive. That brings a lot of pleasure to a production manager.

That is hard to say. But if | had to give an answer, | would say “Washington Black”
by Esi Edugyan. The jacket was rather fiddly in production because the fine golden
lines were created with hot foil on uncoated paper. This required a great deal of
coordination with the print shop, to ensure the quality was spot on.

| recently supervised the production of two books that have grown very close to
my heart. The paperback “Uberleben” (Survival) by Sebastian Hilpert”, which
simply became a very well-rounded book with a high-quality design for a paper-
back. However, the hardback “Washington Black” by Esi Edugyan” — where the
jacket, cover and text block harmonise extremely well — Is one of my most pleasing
books.
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TO OUR SHAREHOLDERS

Letter from the CEO

Dear Shareholders,

In the turbulent media world, the book market is no Elysium but yet, in comparison with
magazines and TV, a safe harbour of stability. In its latest study from 20187, PwC
forecasts that growing sales can be expected in the next five years too. Digitalisation
has opened up new and additional channels of dissemination for the classic book
through eBooks. Social media platforms bring readers, authors and publishers closer
together than ever before. Together with our readers and authors, we are growing into a
community.

Bastei LUbbe has always seen digitisation first and foremost as an opportunity and positioned itself very early on to
meet this challenge. With a digital share of 30% in Group sales, we are not only frontrunners amongst publishers
today but also continue at full speed to transform activities in marketing, programme development and processes
into the digital world.

Neither readers nor the classic printed book are about to sink without a trace. Both are popular but fatuous
assertions by culture-pessimists who probably don’t use their mobile phones for anything but telephoning.

The fact is that our most successful author of the past fiscal year — Mona Kasten — has reached more than 1 million
young readers and buyers, and half of these favoured the printed version.

Young readers still enjoy a good story, but communication within the community mainly takes place digitally these
days.

And boys, too, continue to read as they always have: Like before, Greg Heffley from “Gregs Tageblichern” is their
favourite hero, with the comic novels by American Jeff Kinney selling aimost one million copies with us again this
fiscal year.

The government has recently confirmed price maintenance for books, and VAT on eBooks will be reduced
considerably in the near future. Overall, these are good framework conditions in times of continually growing
purchasing power.

Year of transition

As you know, we had to clean house after a bleak preceding year. The investment portfolio was successfully

purged of peripheral activities and units that were not economically or strategically future-orientated. oolipo, BEAM
Shop and BookRix were sold. Concentration on the core business enables lean structures and processes. An
efficiency programme was undertaken and has resulted in the reduction of 50 jobs. The organisation of the Company
into five independently acting publishing units — fiction/non-fiction, children’s/YA books, LYX, audio and novels/puzzle
books — increases proximity to the reader and to the market.

Solid business and black figures despite restructuring costs

At around EUR 95 million, the consolidated sales revenues are above the adjusted forecast level. The decrease in
comparison to the previous year, with sales revenues of EUR 140 million, is mostly due to the sale of the majority
stake in BuchPartner. The publishing units performed within the range of business-typical and programme-
dependent fluctuations. Fiction is considerably behind expectations; LYX and audio impressed with higher-than-
targeted success; the other publishing units achieved good results within the planned range.

1 PwC PricewaterhouseCoopers — German Entertainment and Media Outlook 2018 / Consumer division
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TO OUR SHAREHOLDERS

In the “Games” business segment, we recorded sales revenues of EUR 9 million with our affiliated company Daedalic.
Daedalic operates as a development studio and publisher of video games. Considering the growing
internationalisation of the games industry and the strong increase in investment requirements for the development of
games, we have been looking at options for sale, outside investment or a joint venture in the course of the fiscal year.
We interrupted this process in the meantime to concentrate on the realisation of a global blockbuster: LORD OF THE
RINGS (Herr der Ringe). The announcement of this licence has triggered a worldwide media echo and now requires
the concentration of all our efforts.

The consolidated result before interest and taxes (EBIT) was EUR 2.7 million and thus above the expected range.

The outlook

Market and business model are stable: good stories told well are and will remain popular as long as there are people
in the world. Expertise and an efficient organisation are in place. All that remains now is to invest specifically in
organic and inorganic growth and exploit the effects of scale. The preparatory phase in this line of business is
typically 12-24 months. After concluding an author contract, this is how long it normally takes until the book is
published. The financing for the necessary investments is secure.

The common goal of the Company and its shareholders must now be to successfully implement the change in
strategy and restore Bastei Libbe AG to its former sales levels and earning power. To achieve this goal as quickly as
possible, the Executive Board will propose to shareholders at the Annual General Meeting to forgo a dividend payout

for 2018/2019.

For 2019/2020, the Executive Board expects Group sales revenues between EUR 85 and 87 million and an EBIT
between EUR 3.5 and 5.3 million.

| would like to express my most sincere thanks on behalf of the entire Executive Board for the trust you have placed
in us this year. | would also like to thank our employees for their untiring and passionate commitment to our
Company and our products.

The ground is prepared. Now we can build on it again.

Yours,

Carel Halff

Cologne, July 2019
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TO OUR SHAREHOLDERS

Executive Board of Bastei Liibbe AG

Carel Halff Ulrich Zimmermann Klaus Kluge
Chief Executive Officer Chief Financial Officer Director of Programme,
Sales and Marketing
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TO OUR SHAREHOLDERS

Bastei Liibbe in the Capital Market

The price development of Bastei Liibbe shares

In 2018, the German stock exchange operated in a difficult and greatly fluctuating environment. Defining for the
development of share performance were in particular the unsolved geopolitical conflicts, the acceleration of the pace
of the trade conflict between the USA and important international partners, the fear of interest rates increasing faster
than expected and the exchange rate developments between the euro and the US dollar. Thus, after a positive start
to the year for the German DAX share index and a new record high of 13,559 points? on 23 January 2018, the
uncertainties in the markets have increased considerably, especially in the second half of the year, and have led to
tangible price losses. The end phase of the year was marked by economic and interest concerns as well as the
budget dispute in the USA and the considerable associated price losses. Against this background, the DAX reached
its low for the year at 10,381 points on 27 December 2018. The DAX was able to recover slightly on the last trading
day of the year, closing on 28 December 2018 at 10,559 points, which constitutes a decrease of 18.3% compared
to the previous year. At the start of 2019, the stock exchanges benefited from a less negative outlook for economic
development as well as signs of easing on the interest front and in the trade disputes between the USA and China.
Accordingly, the DAX had recovered by 9% to 11,526 points by 29 March 2019.

The shares in Bastei LUbbe AG had a weak start immediately after the sale of the holding in BuchPartner, with the
previous year closing (29/03/2018) at EUR 3.09, and quickly experienced considerable price losses. The shares thus
recorded their 12-month high of EUR 3.11 already on 4 April 2018. By the beginning of July, prices losses were
already at 45%. With increasing implementation and visible successes in strategic focusing, the price also benefited
and was once again up to EUR 2.34 by the AGM on 20 September 2018. At the end of the year, the shares could
not escape the poor market sentiment and continued to be largely disregarded even during the recovery in the first
quarter of 2019. A 12-month low of EUR 1.60 was recorded on 11 February 2019. The closing price on 29 March
2019 was EUR 1.67 (all information based on Xetra closing prices). This was a decline of 46% across the 12-month
period of the 2018/2019 fiscal year. The average daily trade volume of Bastei Libbe shares (Xetra and Frankfurt
Stock Exchange floor trading) in the 2018/2019 fiscal year amounted to 10,749 shares (previous year: 15,539
shares). Based on 13,300,000 shares and a closing price of EUR 1.67, the market capitalisation of Bastei LUbbe AG
stood at EUR 22.2 million as at 29 March 2019 (previous year: EUR 41.1 million with a closing price of EUR 3.09).

After the end of the 2018/2019 financial year, the share price developed very positively. On 1 July 2019, the day of
the announcement of the preliminary annual figures, it closed at EUR 2.70. On 4 July, it passed the 3-Euro mark
again for the first time. From 1 April to 9 July 2019, the Bastei Libbe share price rose by almost 80 %.

3.50 Bastei Liibbe share price since 01/04/2019 (in EUR)
3.00
2.50

2.00

2 All price information respectively based on closing price of XETRA trading
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TO OUR SHAREHOLDERS

As a designated sponsor, ODDO SEYDLER BANK AG (part of the ODDO BHF Group) is continuing to provide
binding ask and bid prices for trade on Xetra and is supporting the corresponding tradeability of the shares by means
of a narrow price margin and appropriate liquidity.

Share information

Total number of shares 13,300,000 (no-par-value shares)
Amount of share capital EUR 183,300,000.00

ISIN DEOOOA1X3YYO

WKN AIX 3YY

Abbreviation BST

Market segment Regulated market (Prime Standard)
Designated sponsor ODDO SEYDLER BANK AG
Closing price on 29/03/2019 EUR 1.67

12-month high (closing price) on 04/04/2018 EUR 3.11

12-month low (closing price) on 11/02/2019 EUR 1.60

Analyst research

Bastei LUbbe AG shares are continuously analysed and evaluated by DZ Bank, as well as by Warburg Research and
Solventis, researchers specialising in the German stock market. In their current study on the development of the
business performance and prospects of Bastei Llbbe AG, the analysts recommend purchasing and/or holding
Bastei LUbbe shares. The stock price target is within the range of EUR 2.00 to EUR 5.50. The full research studies
are available for download on Bastei Llbbe AG’s homepage at www.luebbe.com/en/investor-relations/the-
share/research.

Shareholding structure

The shareholding structure is as follows: The largest shareholder in Bastei Liubbe AG is still Birgit LUbbe with a voting
share of 33.08%. 9.02% of voting rights are in the hands of the Roggen family, and 3.73% belong to Joachim
Schmitt. Lazard Fréres Gestion S.A.S. holds 3.07% of shares. Universal-Investment-Gesellschaft holds a stake of
3.04%. 3.01% of voting rights are held by Larissa Juliana Zang. The Executive Board and the Supervisory Board
have a 0.28% stake in the share capital. 44.77% of shares are in free float.

Investor relations

Bastei Lubbe AG communicates regularly and intensively with institutional investors, analysts, private investors and
the editing staff of financial and economic media about the development and the prospects of the Company. During
the 2018/2019 financial year, Bastei Libbe also presented itself at the German Equity Forum in Frankfurt.

Bastei LUbbe AG stocks are listed in the strictly regulated Prime Standard of the Frankfurt Stock Exchange.
Correspondingly, Bastei Llbbe AG fulfils all important publicity and transparency standards and provides detailed
and timely information on important results, which are published ad hoc or as press releases. In the current financial
year, too, Bastei Lubbe AG will continue its targeted commmunication and open dialogue with capital market
participants. Potential investors can obtain further information from the Investor Relations section of the homepage at
www.luebbe.com/en/investor-relations/homepage-investor-relations.
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TO OUR SHAREHOLDERS

Annual General Meeting for the 2017/2018 fiscal year

The Annual General Meeting of Bastei Libbe AG took place on 19 September 2018 in Cologne. The Supervisory
Board and the Executive Board started the shareholder meeting of the Cologne media group with a review of the
past financial year as well as a positive glimpse into the future. In its presentation, the Executive Board reported on
the challenging operational development in the fiscal year 2017/2018 and addressed the key points of the efficiency
enhancement programme, which has already been rolled out. Approximately 60.59 percent of the statutory share
capital of Bastei LUbbe AG was represented at the Bastei Libbe AG shareholder meeting at the time of the vote. The
shareholders approved the recommendations of the management board listed on the agenda with clear majorities.
Thus, the attending Bastei Lubbe AG shareholders also followed the recommendation of the management board to
once again postpone the exoneration of the former Supervisory Board and Executive Board members incumbent in
2016/2017 for the 2016/2017 fiscal year until the next AGM. For the 2017/2018 financial year, on the other hand,
99.77 percent of attending shareholders voted to exonerate the incumbent members of the Executive Board and
99.76 voted to exonerate the incumbent members of the Supervisory Board. The term of office of incumbent
Supervisory Board members ended upon conclusion of the AGM, making a new election necessary. Robert Stein
(CEO of Arcana Capital GmbH), Prof. Dr Friedrich L. Ekey (Professor of Economic Law at the RFH University of
Applied Sciences in Cologne) and Dr Mirko Alexander Caspar (Managing Director of Mister Spex) were re-elected as
members of the Supervisory Board. In the subsequent constituent meeting of the Supervisory Board, Robert Stein
was elected as its chairman.

The detailed agenda items as well as the voting results can be downloaded from the Investor Relations section of the
Company website.

Dividend proposal for the 2018/2019 fiscal year

Bastei LUbbe AG is still pursuing the goal of a dividend policy aimed at continuity so that shareholders can benefit
from the success of the Company with an appropriate share in the annual distributable surplus. Compatibility with the
long-term and sustainable development of business is deemed a necessary pre-requisite for the payment of
dividends in this case.

In view of the not yet completed strategy shift and not yet sustainably stabilised earnings situation, the Executive
Board and the Supervisory Board will again propose forgoing on dividend distribution at the AGM on 18 September
2019. The Bastei Llbbe AG 2018/2019 annual financial statements report a net loss of EUR 12,923,341.30, which
shall be carried forward to the next accounting period.

By making promising investments in future-oriented developments, it shall thus be ensured that the strategic

demands of a value-oriented company are pursued and that shareholders will continue to appropriately share in the
future success of the Company.

15
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CORPORATE GOVERNANCE

Supervisory Board Report

Dear Shareholders,

The fiscal year 2018/2019 was characterised by the
consistent implementation of the announced
restructuring measures. The investment portfolio was
comprehensively purged and the efficiency
programme was in many areas implemented very
successfully and beyond the expectations of the
Executive and Supervisory Boards. The Company’s
cost base has been significantly improved. In the
coming years, we will continue to advance the
optimisation of internal processes and invest in
systems and resources in order to be able to maintain
Robert Stein, Chair of the Supervisory Board and further build on the status quo.

An important milestone in the context of the restructuring was the reduction of the Company’s debt. The group net-
debt was successfully reduced from EUR 30.1 million to EUR 17.8 million. This created a solid foundation for
cautiously investing in the growth of the Group in the future. Due to the positive outcome of the restructuring efforts,
the Company’s financial partners have already announced that they will support this path in the medium term and
have thus underlined their confidence in the Company and its management.

The Executive Board'’s strategy to focus on the core business and make it more efficient and successful is already
showing positive results. This encourages us to continue down this path. Innovative business segments such as LYX
and audio in particular demonstrate that Bastei LUbbe can enjoy above-average success in its core business with
creative and modern business models. Through the implementation of a superordinate “Programme Strategy”
department headed by Mr Kluge, we believe that we can sustainably improve the quality of the content overall. This
again includes greater investments in content. Company acquisitions, too, will be considered again in the future,
provided that these, after careful review, prove to be able to make a sustainable and synergetic contribution to the
Company’s success.

The reappraisal of the past has also been driven forward again. The first-instance decision of the lawsuit against the
former executive bodies of the company is expected at the end of July. The suit brought against the Company by a
former Supervisory Board member was decided in the first instance in the fiscal year in the interests of the Company.
The total value of the suits against the former board members is EUR 1.3 million; the value of the suit against Bastei
LUbbe is EUR 0.4 million. The Executive Board reserves the right to take further action.

In the context of its advisory functions, the Supervisory Board has contributed to the development of the corporate
strategy as well as the implementation of significant measures and projects.

In the report below, the Supervisory Board provides an overview of its activities in the past fiscal year and of the
results of the audit that was carried out on the 2018/2019 annual financial statements. In the reporting year, the
Supervisory Board diligently performed all control and consulting duties incumbent upon it by law, the Articles of
Association and the rules of procedure. Further, the Supervisory Board closely monitored the work of the Executive
Board, regularly advised the Executive Board on the management of the Company and supervised the Company’s
management on the basis of reports from and meetings with the Executive Board. Moreover, the Supervisory Board
satisfied itself as to the legality, regularity, effectiveness and efficiency of Company management. In the reporting
year, we did not avail of the opportunity to inspect the books and documents of the Company (Section 111
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paragraph 2 Companies Act - AktG). Due to the regular, intensive and satisfactory reporting by the Executive Board,
the auditing by and discussions with the auditors and the additional monitoring measures described below, there was
no cause to do so. We were always involved in a timely and appropriate fashion in all decisions that were
fundamental for the Company or in which the Supervisory Board had to be included by law or under the Articles of
Association.

A variety of issues were discussed in detail in the 2018/2019 financial year. Written and oral reports from the
Executive Board to the Supervisory Board formed the basis for this involvement. The Executive Board informed us
regularly, promptly and comprehensively on the company’s performance, the earnings and financial position and
employment situation, as well as the Company’s future plans and further strategic development. Any deviations from
the plans were explained in detail to the Supervisory Board. The risk situation and risk management were always
carefully taken into account in this process.

The Supervisory Board received regular documents from the Executive Board for preparation purposes. Beyond the
routinely-scheduled meetings, the Chair of the Supervisory Board was in constant contact with the Executive Board,
discussing major events and pending decisions with the Board.

The Executive Board also informed the Supervisory Board promptly, comprehensively and in writing or orally, even in
between the routine meetings, about business transactions that were of major importance for the Company. The
Supervisory Board has monitored the Executive Board conscientiously and confirms that the latter has acted legally,
properly and economically sound in all respects.

Meetings of the Supervisory Board and key issues considered by the
Supervisory Board

In compliance with Section 110(1) sentence 1 of the Companies Act (AktG), the supervisory body held a total of four
ordinary meetings and one extraordinary meeting in the 2018/2019 fiscal year. In addition, eight Supervisory Board
sessions were held in a written circulation procedure. All members of the Supervisory Board attended both the
ordinary and extraordinary meetings as well as the telephone conferences. Where necessary, the Supervisory Board
adopted resolutions in writing.

The most important topics for discussion for the past fiscal year included:

= current business development in 2018/2019,

the analysis of the Company and its investments as well as the derivation and implementation of strategic
measures,

the securing of the liquidity of the Company,
planning and budget for 2019/2020,
scheduling for 2019/2020 and planning of the Annual General Meeting,

future development and strategy of the Company and its divisions,

personnel planning and organisational structure,
= Group structure,

= company disposals and liquidations,

activities on the capital market.

We also discussed the following topics at the individual meetings in the 2018/2019 fiscal year:

Extraordinary meeting held on 9 April 2018

In the meeting of 9 April 2018, the planning for the fiscal year 2018/2019 was presented in revised form with the
addition of efficiency programme measures and adopted unanimously by the Supervisory board following lengthy
discussion.
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Resolution by written circulation procedure of 9 May 2018

Following a telephone conference, the Supervisory Board unanimously agreed in a written circulation procedure on 9
May 2018 to a bridge loan of EUR 3 million as well as the amendment contract to the consortium loan contract.

Resolution by written circulation procedure of 15 June 2018

The Supervisory and Executive Boards agreed in the context of Supervisory Board meetings and other discussions to
review strategic options with regard to the holding in Daedalic GmbH. By circular resolution, the Supervisory Board
voted to commission an M&A consultant to develop and review corresponding options.

Ordinary meeting held on 12 and 26 July 2018

At the meeting held on 12 July 2018, the Executive Board reported to the Supervisory Board on the 2017/2018
annual financial statements. The Supervisory Board discussed this report in detail. The auditor took part in the
meeting for this item of the agenda. In addition, the Executive Board was present and provided supplementary and
explanatory information. The auditor reported on the key findings of the audit of the annual financial statements and
Management Report of Bastei Libbe AG as of 31 March 2018, as well as the consolidated financial statements and
Group management report as of 31 March 2018. Due to the formally still outstanding final financing approval of the
bank consortium, the balance sheet meeting was continued on 26 July 2018. Following an extensive audit, the
Supervisory Board approved the company’s annual financial statements for the financial year ending 31 March 2018,
in accordance with both HGB and IFRS standards and was thus determined. The consolidated financial statements
in accordance with IFRS Standard were approved. Furthermore, the Supervisory Board discussed the agenda for the
2018 AGM, including proposed resolutions from management. The Supervisory Board decided unanimously for the
proactive approval of certain non-audit services of the Group auditor at Bastei Llbbe AG as of the fiscal year
2018/2019.

Resolution by written circulation procedure of 14 August 2018

On 14 August 2018, the Supervisory Board voted unanimously in a written circulatory procedure in favour of the sale
of the 54% holding in BookRix GmbH & Co. KG. The sale is part of the consistent implementation of measures in the
way of the repositioning of Bastei Lubbe and the focusing on the core business.

Resolution by written circulation procedure of 29 August 2018

On 29 August 2018, the Supervisory Board voted unanimously in a written circulatory procedure in favour of the sale
of the 25% holding in HPR B&T GmbH as well as the 100% holding in Beam Shop GmbH. Both holdings no longer
befitted Bastei LUbbe’s strategic direction.

Ordinary meeting held on 11 September 2018

In the meeting on 11 September 2018, the economic situation of the Group was discussed in detail. The Executive
Board reported in particular and in depth on the efforts with regard to the sale of the holdings or other activities that
will no longer be included in the core business of Bastei LUbbe AG in the future. In this context, the framework
conditions for a possible sale of the puzzle books segment was also discussed. The Supervisory Board agreed to
this measure in principle, provided that satisfactory economic framework conditions could be achieved. In addition,
the Executive Board informed about the implementation of the efficiency enhancement programme that had in part
developed even better than expected.

Constituting session of the Supervisory Board held on 19 September 2019

The members of the Supervisory Board elected in the Bastei Lubbe AG AGM — Dr Mirko Caspar, Prof. Dr Friedrich L.
Ekey and Robert Stein constitute the Supervisory Board and elect Mr Robert Stein as chairman and Dr Mirko Caspar
as his deputy.
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Resolution by written circulation procedure of 22 October 2018

On 22 October 2018, following prior, in-depth discussion with the Executive Board, the Supervisory Board
unanimously approved the conclusion of the consortium loan contract for EUR 32,375,000 in a written circulation
procedure.

Ordinary meeting held on 28 November 2018

In the meeting of 28 November 2018, the Supervisory Board and the Executive Board discussed in detail the current
business developments and the outlook for the end of the fiscal year 2018/2019. The reorientation of the publishing
segments under involvement of the new “Programme Strategy” organisational unit was discussed in depth. In
addition, further measures were discussed that could organically and inorganically bolster the medium-term growth of
Bastei LUbbe. In the meeting, the Executive Board also reported on the results of the risk inventory of 30 September
2019. New, significant risk areas had not been identified and in general the overall risk had lessened due to the
restructuring measures. Following the meeting, the Supervisory Board met to discuss efficiency review.

Ordinary meeting held on 27 March 2019

In the meeting on 27 March 2019, the Executive Board described the current business developments in detail.
Building on this, there followed a detailed discussion on the corporate planning for the financial year 2019/2020 as
well as the medium-term planning including strategic growth measures. In addition, further models for efficiency
enhancement in the coming years was discussed. The analyses of the development of individual publishing segments
and the programme planning in the context of the structural changes undertaken in the programme area were
discussed in detail and future measures for the improvement of programme quality were determined. Following the
joint session of Executive Board and Supervisory Board, the Supervisory Board met alone and decided that a woman
should be elected to the Supervisory Board of Bastei Libbe AG, at the latest upon expiry of the current Supervisory
Board term. For the Executive Board, a proportion of 0-30% with a target date of 30 June 2023 was set with regard
to the quota of women.

Efficiency review

As recommended by the Corporate Governance Code, the Supervisory Board also carried out an efficiency review
during the 2018/2019 financial year. The Supervisory Board considers Bastei Lubbe AG to have sufficient
organisational structures and systems to enable the Supervisory Board to appropriately fulfil its obligations under the
law and the Articles of Association. The rules of procedure for the Supervisory Board and regulated procedure, the
definition of transactions requiring approval and the prompt and sufficient provision of information to the members of
the Supervisory Board are the factors that are decisive in determining the Supervisory Board’s ability to fulfil its
supervisory duties in the prescribed way. In addition to their qualifications and professional experience, the members
of the Supervisory Board possess the expertise required of a member of the Bastei Libbe AG Supervisory Board in
order to fulfil their tasks efficiently.

German Corporate Governance Code

The Supervisory Board has once more addressed the content of the German Corporate Governance Code in the
2018/2019 financial year. With a few exceptions, Bastei LUbbe AG adheres to the recommendations and
suggestions of the German Corporate Governance Code. The Executive Board and the Supervisory Board adopted a
resolution on 10 July 2019 to issue a limited declaration of compliance pursuant to Section 161 of the Companies
Act (Aktiengesetz - AktG), according to which the Company, with the exception of numbers 4.2.3 and 7.1.2,
complies with the recommendations of the German Corporate Governance Code in the version dated 7 February
2017, published in the Federal Gazette on 7 February 2017. The current declaration of compliance, as well as all
earlier declarations of compliance, are permanently available to shareholders on the Company website. (Further
information on Corporate Governance can be found in the “Corporate Governance Report”).
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Audit of the 2018/2019 annual financial statements and the consolidated
financial statements

Ebner Stolz GmbH & Co. KG Wirtschaftsprifungsgesellschaft Steuerberatungsgesellschaft, Cologne, has audited the
annual financial statements prepared by the Executive Board in accordance with HGB regulations and the
consolidated financial statements prepared in accordance with IFRSs together with the combined group
management report and management report of the Company for the 2018/2019 financial year. The above-mentioned
documents, the suggestion of the Executive Board on the distribution of net profit, as well as the audit report by
Ebner Stolz GmbH & Co. KG Wirtschaftsprifungsgesellschaft Steuerberatungsgesellschaft, Cologne, were presented
to the Supervisory Board members in a timely manner. They were dealt with in the accounts review meeting of the
Supervisory Board on 5 and 10 July 2019, at which the Executive Board discussed the annual financial statements
and the management report, as well as the consolidated financial statements and the combined group management
report and management report, and the proposal for the appropriation of net retained profits and the auditor from
Ebner Stolz GmbH & Co. KG Wirtschaftsprifungsgesellschaft Steuerberatungsgesellschaft, Cologne, reported in
detail on the results of the audit. Comprehensive answers were given for all questions by the Executive Board and the
auditor during the meeting. After making its own examination of the annual financial statements, the management
report, the consolidated financial statements and the Group management report as well as of the proposal from the
Executive Board with regard to the appropriation of net profit, the Supervisory Board had no reason to raise any
objections to the annual financial statements, the management report, the consolidated financial statements and the
Group management report. The Supervisory Board was in agreement with the Executive Board in its estimation of
the company’s situation and approved the annual financial statement, which is thereby adopted, and consolidated
financial statement for the 2018/2019 fiscal year.

Appreciation of the Supervisory Board

The past fiscal year was one of consolidation, marked by the implementation of a new strategic orientation. The focus
on the core business and the key competences was and remains in the foreground of the actions and is also the
maxim for the implementation of growth plans in the future. The organisation and processes have been adapted and
it is pleasing to see that, through organisation-wide cooperation, it was once again possible to demonstrate the
Company’s innovative strength. The Supervisory Board thanks the Executive Board and, in particular, the employees
and the employee representative bodies of Bastei Lubbe AG for their enthusiastic commitment throughout the past
financial year and for their identification with the aims and culture of the company in this period of change. The
Supervisory Board thanks the shareholders of Bastei Libbe AG for the interest and trust that they have placed in the
Board and in the Company as a whole.

Cologne, July 2019

For the Supervisory Board

«

Robert Stein
Chair of the Supervisory Board
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Corporate Governance Report

Guidelines for business

Corporate governance means managing our company in a responsible manner. It encompasses the entire
management and supervisory system of a Company. This includes its organisation, values, business principles and
guidelines and internal and external control and monitoring mechanisms. The aim of good and transparent corporate
governance is to establish responsible management and control of a company that is geared towards growth. This
objective is embedded in framework conditions contained in the German Corporate Governance Code, among other
documents.

These are currently being extensively revised. Until the date on which the new version comes into effect (presumably
in autumn 2019), the version of the Code from 7 February 2017 to which Bastei LUbbe refers in this report continues

to apply.

Transparent corporate governance helps to foster the trust of national and international investors, financial markets,
clients and other business partners, employees and the public in Bastei Libbe AG. We publish information on our
corporate governance practices on the internet at www.luebbe.com/de/investor-relations/corporate-governance.

Shareholdings and reportable transactions

Alongside regulations governing securities, the Corporate Governance Guidelines also ensure that the highest
possible levels of transparency are achieved in regard to directors’ dealings transactions.

Under Section 15a of the German Securities Trading Act (Wertpapierhandelsgesetz — WpHG), the members of the
Executive Board, the Supervisory Board and other persons with insider knowledge, and their close
associates/relatives, are obliged to disclose any share purchases or disposals in Bastei LlUbbe AG where such
transactions reach or exceed a total annual value of EUR 5,000. The Europe-wide publication requirement and all
other reportable share transactions are detailed on our website in the Investor Relations/Directors’ Dealings section.

Bodies, managers or their close associates/relatives have not conducted share transactions during the reporting
period.

Declaration on management in accordance with Section 289f of the German
Commercial Code (HGB)

Good corporate governance forms the basis for managing our company in a responsible manner. The Executive
Board and the Supervisory Board therefore seek to align the management and supervision of the Company with
national and international standards. To achieve this, it is essential that the Executive Board and the Supervisory
Board communicate efficiently by way of open and transparent corporate communication.

The declaration on management pursuant to Section 289f HGB contains a Statement of Compliance with the
recommendations of the German Corporate Governance Code, as well as further information on corporate
governance practices and a description of the working methods of the Executive and Supervisory Boards.

Statement of Compliance

The Executive Board and Supervisory Board of Bastei Libbe AG declare, pursuant to Section 161 of the German
Companies Act (Aktiengesetz), that:
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Bastei LUbbe AG has complied with the recommendations of the government commission German Corporate
Governance Code in the version of 7 February 2017 since the last Statement of Compliance with the exception of the
below recommendations:

Fixed and variable remuneration elements for Executive Board remuneration (Clause 4.2.3)

A fixed bonus component was defined for Mr Carel Halff, covering the period between the date he joined to the end
of the 2018/19 financial year.

Publication of the consolidated financial statements and management report (Clause 7.1.2)

Contrary to the recommendation in Clause 7.1.2, the consolidated financial statements and management report for
the 2018/2019 financial year were not made accessible within 90 days of the end of the financial year.

Working methods of the Executive Board and Supervisory Board

As a German public limited company, Bastei Libbe AG is subject to German stock corporation law, and therefore
possesses a dual management and control structure made up of an Executive Board and a Supervisory Board. The
tasks, competences and responsibilities of both of these bodies are clearly regulated by the law and separated in
terms of personnel.

For Bastei LUbbe AG, the basic principle for responsible corporate governance is to guarantee that the Executive
Board and Supervisory Board cooperate efficiently by way of responsible and transparent corporate management
and control structure. A large number of issues were therefore discussed in detail by the Supervisory Board and
Executive Board in the 2018/2019 financial year. The Supervisory Board regularly and carefully monitored the work of
the Executive Board and continually supported it in an advisory capacity.

The Supervisory Board was always involved in all decisions in a timely and appropriate fashion. The Executive Board
kept it informed, in written or oral form, on a regular basis and in a timely and comprehensive fashion about the
performance of the business, earnings and financial position and employment situation and personnel policy, as well
as of the short- and long-term corporate and financial plans, and of the further strategic development of the
Company and of its shareholdings. Any deviations from the plans were explained in detail to the Supervisory Board.
The risk situation and risk management were always carefully taken into account in this process.

The Chair of the Supervisory Board was also in contact with the Executive Board or Chair of the Executive Board
outside of regularly scheduled meetings, discussing major events and pending decisions.

A Compliance Code agreed by the Supervisory Board and the Executive Board has been in force since 1 June 2016.

An external Compliance Officer took up his post in July 2018. He is responsible for dealing with compliance matters,
which is understood within the Company to refer to legal compliance and the integrity of procedures and conduct.
He is in charge of research and consultation sessions with members of the Executive Board, Department Heads, the
Works Council and other individual employees, as well as with departmental staff during the course of departmental
meetings. Contact by members of the workforce is via email, letter, telephone or face-to-face meetings. The
Compliance Officer is responsible for inspecting documents and other written documents and holding a monthly
consultation. His contact within the workforce and the so-called whistleblowing system exists in the announcement
of consultation hours, his email account within work, his private contact details outside of work, invitations and offers
to the workforce to make contact either openly or anonymously, and pledging that confidentiality will be ensured.

The Compliance Officer has submitted a report to the Executive Board at the end of the 2018/2019 financial year. In
this report, the Compliance Officer came to the following conclusion: "The publisher does not have any system-
related compliance issues, or compliance issues posing a threat to the continued existence of the Company, for its
business activities in the applicable economic and legal systems. There are a number of identifiable individual
compliance-related observations that the Executive Board has picked up on without exception once notified.”
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Allocation of responsibilities and working methods of the Executive Board

The Executive Board of Bastei Libbe AG manages the Company with the aim of creating long-term added value
under its own responsibility and in the interest of the Company, thus taking into account the interests of share-
holders, of its employees and of other groups that are affiliated with the Company. The Executive Board therefore
operates without instructions from third parties and in accordance with the law, the Articles of Association and the
rules of procedure for the Executive Board issued by the Supervisory Board, as well as taking into consideration
resolutions adopted in Annual General Meetings. When hiring new managerial staff, the Executive Board of Bastei
LUbbe AG also takes diversity into account and aims in particular to give appropriate consideration to women.
Against this background, the Supervisory Board has a set a target for the percentage of women on the Executive
Board of Bastei Libbe AG of 0-30 %, along with a deadline for achieving said target of 30 June 2023. A company-
wide, formalised diversity concept has not yet been implemented. The Executive Board and the Supervisory Board
are of the opinion that diversity can be promoted and established even without a formalised diversity concept.

Notwithstanding the principle of joint responsibility, according to which all members of the Executive Board are jointly
responsible for the management of the Company, every member of the Executive Board heads the department
allocated to him/her under his/her own responsibility and has sole executive powers in the area of responsibility
assigned to him/her. All members are therefore entitled to present envisaged issues to the entire Executive Board in
order that they be resolved upon.

However, all issues that have been assigned to the entire Executive Board by law are dealt with and resolved on
jointly by all members. The members of the Executive Board take all fundamental decisions on business policies and
strategy in close cooperation with the Supervisory Board. With this in mind, the Executive Board informs the
Supervisory Board on all issues and priority topics that are relevant to the Company as a whole. The corresponding
information and reporting requirements of the Executive Board are determined in detail by the Supervisory Board in
the Executive Board’s rules of procedure. The Chair of the Executive Board is responsible for the overall
management and business policies of the Company. He ensures that coordinated and unified business management
is achieved on the Executive Board, and represents the Company in public.

The Executive Board of Bastei Libbe AG meets once a week as a rule. The members of the Executive Board are
Carel Halff (responsible for Strategy, Corporate Development, M&A, Compliance, Novel Booklets and Puzzle
Magazines and Production), Klaus Kluge (responsible for Programme, Sales, Marketing and Press) and Ulrich
Zimmermann (responsible for Finance, IT, Risk Management, HR and Contract Management). All members of the
Executive Board were appointed for a term of three years.

Working methods of the Supervisory Board

The Supervisory Board is charged with advising and monitoring the Executive Board in its management of the
Company. Given that important Company decisions require the approval of the Supervisory Board, it is involved in
any decisions that are fundamental for the Company. The Company’s Articles of Association and the Supervisory
Board’s rules of procedure contain comprehensive guidelines for the work of the Supervisory Board.

The Supervisory Board of Bastei Llbbe AG is made up of three members. In making nominations for the election of
Supervisory Board members, particular attention is paid to the necessary knowledge, skills and industrial experience
required to undertake these duties. This ensures that Supervisory Board members possess highly-effective corporate
governance skills and can appropriately advise the Executive Board on strategic orientation.

The members of the Supervisory Board are Robert Stein (Chair of the Supervisory Board, Managing Director of
Arcana Capital GmbH), Dr Mirko Alexander Caspar (Deputy Chair of the Supervisory Board, Managing Director of
Mister Spex) and Prof. Dr Friedrich L. Ekey (member of the Supervisory Board, lawyer and Professor of Economic
Law at the University of Applied Sciences in Cologne (Rheinische Fachhochschule). Mr Robert Stein performs the role
of financial expert within the meaning of Section 100 (5) of the German Companies Act (AktG). Pursuant to the
Articles of Association, the Supervisory Board of Bastei Llbbe AG is made up of three members. There should be
one female representative on the Supervisory Board of Bastei Lubbe AG by no later than the end of the current
period in office.
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The Chair of the Supervisory Board coordinates the work of the Supervisory Board, conducts its meetings and
upholds the interests and representation of the Board vis-a-vis third parties. He is in constant and regular contact
with the Executive Board, particularly with the Chair, also outside sessions, and discusses major events and pending
decisions affecting the Company. No members of the Bastei Libbe AG Supervisory Board are former members of
the Executive Board.

The German Corporate Governance Code recommends that Supervisory Boards form qualified committees. Given
the unavoidable personal identity of committee and Supervisory Board members inherent in a three-member
supervisory body, the Supervisory Board of Bastei Libbe AG has not currently formed any committees. The
members of the body are thus jointly responsible for all issues to be resolved. If the Supervisory Board is enlarged in
future, a decision will be made with regard to the formation of committees.

Avoidance of conflicts of interest

No conflicts of interest arose in the past financial year between members of the Executive Board and the Supervisory
Board of Bastei LUbbe AG that would have needed to be disclosed to the Supervisory Board without delay. No
Executive Board members were members of a Supervisory Board of non-affiliated trading companies.

Transparency

Our aim at Bastei Llbbe AG is to guarantee the highest levels of transparency and to make the same information
available to all target groups at the same time. All our target groups can find out more about current Company
developments on the internet. Ad hoc Company notifications are published on the Bastei Libbe AG website. Press
releases and other Company news are also made available here.

We publish information on our corporate governance practices on the internet at www.luebbe.com/en/investor-
relations/corporate-governance. Our declaration on management in accordance with Section 289f of the German
Commercial Code (HGB), our current and earlier compliance declarations on the Code, our report on corporate
social responsibility and our Articles of Association can be found here.

According to Section 15a WpHG, members of the Executive Board and Supervisory Board of Bastei Libbe AG as
well as certain managerial employees and closely associated persons must disclose the acquisition and sale of
Company shares and related financial instruments. All directors’ dealings pursuant to Section 15a WpHG are also
published on the Company website at www.luebbe.com/en/investor-relations/corporate-governance/directors-
dealings.

Financial accounting and auditing

The consolidated financial statements of Bastei Llbbe AG as well as the interim reports conform to International
Financial Reporting Standards (IFRS) in accordance with the requirements as they are to be applied in the EU. The
annual financial statements of Bastei Llbbe AG are prepared in accordance with the provisions of the German
Commercial Code (HGB). During the Annual General Meeting on 19 September 2018, Ebner Stolz GmbH & Co. KG,
an auditing company and tax consultancy based in Cologne, was selected to carry out the audit for the 2018/2019
financial year.

Cologne, July 2019

For the Supervisory Board For the Executive Board
Robert Stein g:\z:ajfj
Chairman Chairman
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