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thyssenkrupp at a glance

THYSSENKRUPP IN FIGURES

2018/2019 Change in %
Order intake € million 41,994 1 .
Sales € million 41,996 1 ' ~ 1 6 z O OO
Adjusted EBIT € million 802 —44 ‘ ,

Net loss € million -260 --

Earnings per share € -0.49 -

Free cash flow before M&A € million -1,140 -

Net financial debt € million 3,703 57 Employees work together on forward-looking
tkVA € million -1,068 = solutions for our customers.

Market capitalization € million 7,912 -42 (as at September 30, 2019)

Dividend per share € - -

1 Proposal to the Annual General Meeting.

~e42

billion 6 regional HQs

78 countries
sales generated by thyssenkrupp o
in fiscal 2018/2019. ~1 ,800 locations

BUSINESS AREAS Adjusted

Order intake? Net sales? EBITY23

million € million € million €

Year ended Year ended Year ended

Sept. 30,2019 Sept. 30,2019  Sept. 30,2019

Components Technology 6,996 6,871 233

Components Elevator Indus_trial Elevator Technology 8,171 7,960 907

Technology Technology Solutions Industrial Solutions® 3,735 4,002 ~170

Marine Systems? 2,192 1,800 1

Materials Services 13,868 13,880 107

Steel Europe 8,784 9,065 31

Mari M ol Steel Corporate 198 308 -306

armel ate.”a S 2 Consolidation -1,951 -1,889 -1
Systems Services Europe

Group® 41,994 41,996 802

 Since October 1, 2018 managed separately as a business unit.
1) See reconciliation in segment reporting (Note 24).

2 Prior-year figures have been adjusted due to the adoption of IFRS 15.
3 See preliminary remarks.
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| etter to
sharehplders

B B O I I
i T A A .

Martina Merz
Chief Executive Officer

Dear Shareholders, Ladies and Gentlemen,

We have reached the end of another extraordinary fiscal year. Just a year ago we were planning to
combine our steel business with the European steel operations of Tata Steel in a joint venture in
order to jointly address the challenges of the European steel industry and create a stable basis for
the long-term competitiveness of the steel business. At the end of the 2017/2018 fiscal year the
Executive Board and Supervisory Board also decided to divide thyssenkrupp into two independent
companies. As independent entities with separate access to the capital market, the two companies
were to become more focused and more efficient.
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We had largely completed preparations for the steel joint venture with Tata — and also the
separation. On May 10, 2019 we had to call off both. For the Company and its 161,000 employees,
many of whom had worked hard towards the steel joint venture and the separation, this came as a
big surprise. In this difficult situation the Executive Board reassessed the position and subsequently
presented its plans for the realignment of the Company, which were unanimously approved by the
Supervisory Board — of which | was then chair.

This new strategy, which we call “newtk”, follows three basic principles: “Performance First”:
increasing efficiency is top priority in all our businesses; “Flexible portfolio”: in the future we will
measure our success on how well our businesses perform — not on whether we own a majority
stake in them. And finally “Efficient organization”: to enable them to operate more successfully on
the market, the businesses will be given more entrepreneurial freedom, but also more responsibility.
Corporate and administrative structures will be significantly leaner. The plans also include cutting
6,000 jobs.

At Elevator Technology we are working on preparations for a possible IPO, as decided in spring.
Our goal is to have Elevator Technology ready for the capital market by the start of 2020. In parallel
with this we are examining the offers from financial and strategic investors. We are doing so in a
structured process so that at the end we can decide which option is the best for the Company and
its stakeholders. Our priority is to strengthen thyssenkrupp’s capital base to make the Company fit
for the future.

The realignment of the Group proposed by the Executive Board in May was a decision that gave
equal consideration to the interests of employees, customers and shareholders. It is therefore
important to me to thank my predecessor Guido Kerkhoff, who reached an agreement with the
Supervisory Board to terminate his Executive Board position by mutual consent at the end of the
2018/2019 fiscal year, for his efforts. In a difficult situation Guido Kerkhoff took on responsibility as
CEO and did not shy away — that deserves great respect. The strategic realignment he initiated is
the right path for thyssenkrupp. That’s why we will be continuing this path.

Shortly before Guido Kerkhoff, Dr. Donatus Kaufmann also agreed with the Supervisory Board to
terminate his Executive Board position by mutual consent. Donatus Kaufmann left the Executive
Board of thyssenkrupp AG effective September 30, 2019 after five and a half years in charge of
Legal and Compliance. My thanks go to him too for his great efforts for thyssenkrupp.

Since October 1, 2019 | have been Chief Executive Officer of thyssenkrupp AG, delegated by the
Supervisory Board for a maximum of 12 months. Together with the new Executive Board team,
| am here to make thyssenkrupp successful again. Why the change? In view of the tasks and
decisions ahead, it was important to the Supervisory Board to press on with the strategic
realignment without further delay and to look ahead with a clean slate. For this it is crucial that
Executive Board and Supervisory Board work closely together.
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The basis for this was created with the election of Prof. Dr.-Ing. Siegfried Russwurm as head of the
Supervisory Board and with the new composition of the Executive Board.

Although my move from the Supervisory Board chair to a role with operational responsibility was
not planned, from the Supervisory Board’s point of view it was necessary. | have accepted the
position until a new chief executive officer is found. | take on my new role with pleasure but also
with respect. The Group has everything it needs to safeguard its future.

I’'m very happy that | can tackle this role together with an experienced Executive Board team.
Alongside CHRO Oliver Burkhard, who has been part of the Executive Board of thyssenkrupp AG
since April 2013, the other members are Johannes Dietsch and Dr. Klaus Keysberg. Johannes
Dietsch was appointed to the Group Executive Board by the Supervisory Board effective February 1,
2019. After more than 35 years with the pharmaceuticals company Bayer, ultimately as member of
the board of management from 2014 to 2018, Johannes Dietsch is responsible for the Group’s
finances. As of the start of the new fiscal year 2019/2020, Dr. Klaus Keysberg was additionally
appointed to the Executive Board of thyssenkrupp AG. He has been with the Group since the
beginning of 1996. From 2011 he was a member of the Materials Services business area board,
from 2019 as its CEOQ. As a member of the Executive Board of thyssenkrupp AG, he is now
responsible for our materials businesses Materials Services and Steel Europe.

Our joint task now is to change thyssenkrupp so that we become structurally better. For this we
need above all operational excellence in all our businesses. Only if we clearly improve the
performance of the Company will we win back trust.

Ladies and Gentlemen, as a founding member of the German stock index DAX, thyssenkrupp had
to exit the leading index after 31 years. We are now listed in the MDAX. We are anything but proud
of the performance of our stock in the past fiscal year. We know that we missed our targets. We are
operating in much tougher market conditions.

At this point | would like to say a special thank-you to our employees. | know that once again the
past fiscal year was no easy year for them. The current fiscal year 2019/2020 is going to be no
easier. We're in a process of fundamental change, which will bring with it significant cuts. | am aware
that this is leading to uncertainty in the workforce. Despite this our employees give their best every
day and are driving the changes with great commitment. This demonstrates how strongly our
employees identify with the Company. My Executive Board colleagues and | will also do everything to
make thyssenkrupp fit for the future. Respect, honesty and fairness in our dealings with each other
will form the foundation of our work. This will serve our customers, you our shareholders, and not
least the people who work here.

Yours,

b

Martina Merz
Chief Executive Officer

Essen, November 2019
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Executive,Boarad

Martina Merz '
*1963, CEO
since October 1, 2019,
delegated until September 30, 2020

Johannes Dietsch

*1962, CFO

since February 1, 2019,
appointed until January 31, 2022

Left September 30, 2019

Guido Kerkhoff
*1967, CEO
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Dr. Klaus Keysberg

*1964, member of the Executive Board
since October 1, 2019,

appointed until July 31, 2024

Left September 30, 2019

Dr. Donatus Kaufmann
*1962, responsible for Technology,
Innovation Sustainability,

Legal & Compliance

11

Oliver Burkhard

*1972, CHRO since February 1, 2013
and Labor Director since April 1, 2013,
appointed until September 30, 2023
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Report by the
Supervisory Board

Prof. Dr.-Ing. Siegfried Russwurm
Chairman of the Supervisory Board

Dear Shareholders,

Before | inform you about the work of the Supervisory Board and its committees in fiscal
year 2018/2019, allow me to make one or two remarks about the past fiscal year. After
Prof. Dr. Ulrich Lehner stood down as Chairman of the Supervisory Board of thyssenkrupp AG
effective July 31, 2018, the Vice Chairman of the Supervisory Board Markus Grolms initially took
over the Supervisory Board chair. Subsequently Prof. Dr. Bernhard Pellens was elected Supervisory
Board Chairman from October 1, 2018 until the Annual General Meeting on February 1, 2019.
| would like to express special thanks to Markus Grolms and Prof. Dr. Bernhard Pellens for accepting
responsibility for the Company and its stakeholders and chairing the Supervisory Board. Martina Merz
then took the chair of the Supervisory Board at the close of the Annual General Meeting. Likewise with
effect from February 1, 2019, the Supervisory Board appointed Johannes Dietsch to the Group
Executive Board as Chief Financial Officer. Since then the Supervisory Board’s work has been greatly
influenced by unexpected developments: the planned joint venture of thyssenkrupp Steel Europe and

12
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Tata Steel Europe was not approved by the EU Commission. Against this background and taking into
account changes to thyssenkrupp’s economic position on the one hand and the global economic
outlook on the other, the Supervisory Board in its meeting on May 21, 2019 approved the Executive
Board'’s proposal to cancel the planned separation of thyssenkrupp into two new companies and to
develop a plan for the strategic realignment of thyssenkrupp. To strengthen this realignment and
accelerate its implementation, the Supervisory Board decided in its meeting on September 27, 2019
to reorganize the Executive Board: effective October 1, 2019, Supervisory Board Chairwoman Martina
Merz was delegated from the Supervisory Board to the Executive Board in accordance with § 105 (2)
Stock Corporation Act (AktG). Her Supervisory Board role is suspended for the term of this posting.
Martina Merz took over as Chief Executive Officer as successor to Guido Kerkhoff. As previously with
Dr. Donatus Kaufmann, the Executive Board member responsible for Legal and Compliance, the
Supervisory Board agreed with Guido Kerkhoff to terminate his Executive Board position by mutual
consent effective September 30, 2019. To meet the challenges ahead in the materials businesses,
the Supervisory Board additionally appointed Dr. Klaus Keysberg, previously chairman of the
Materials Services business area board, to the Executive Board of thyssenkrupp AG with responsibility
for Materials Services and Steel Europe effective October 1, 2019. The three Groupwide “newtk”
action areas “Performance first”, “Flexible portfolio” and “Efficient organization” are being closely
managed by the Executive Board. Regular reports on this are provided and discussed in the
meetings of the Supervisory Board and its committees.

Cooperation between Supervisory Board and Executive Board

In fiscal year 2018/2019 the Supervisory Board regularly advised the Executive Board on the
management of the Company and continuously supervised its conduct of business. We satisfied
ourselves that the Executive Board’s work complied with all legal and regulatory requirements at all
times. The Executive Board fulfilled its duty to inform. It furnished us with regular written and verbal
reports containing up-to-date and comprehensive information on all issues of relevance to the
Company and the Group relating to strategy, planning, business performance, the risk situation
and compliance. This also included information on variances between actual performance and
previously reported targets as well as on budget variances (follow-up reporting). In the committees
and in full Supervisory Board meetings, the members of the Supervisory Board had ample
opportunity to critically examine the reports and resolution proposals submitted by the Executive
Board and contribute suggestions. In particular, we discussed intensively and examined the
plausibility of all transactions of importance to the Company on the basis of written and verbal
reports by the Executive Board. On several occasions the Supervisory Board dealt at length with
the Company’s targets, the risk situation, the liquidity planning and the equity situation. Based on
the analysis of the value potential of the Group’s businesses and the opportunities and risks of
strategic steps, critical operating issues were presented to the Supervisory Board for discussion.
Where required by law, the Articles of Association or the rules of procedure for the Executive Board,
the Supervisory Board provided its approval of individual business transactions.

In view of the current situation the Supervisory Board and Executive Board significantly intensified
their joint work and information sharing, and in bi-weekly meetings of the Executive Committee
attended by Executive Board members discussed mainly the framework for the strategic
realignment “newtk”. Further Supervisory Board members and external advisors also took part in
these Executive Committee meetings.

13



@OWE

thyssenkrupp annual report 2018/2019
1 To our shareholders | Report by the Supervisory Board

In addition, in the periods between meetings the Chairmen of the Supervisory Board, Audit Committee
and Strategy, Finance and Investment Committee engaged in a close and regular exchange of views
and information with the Executive Board and were informed about major developments. Important
facts were reported immediately to the subsequent Supervisory Board or Committee meetings. Before
the Supervisory Board meetings the shareholder and the employee representatives each held
separate meetings to discuss the agenda items. The members of the Supervisory Board were
regularly advised of the confidentiality of the content of all meetings. Conflicts of interest of Executive
Board and Supervisory Board members, which must be disclosed to the Supervisory Board
immediately, did not occur in the past fiscal year. This applies also and in particular to Dr. Wolfgang
Colberg as senior adviser of CVC Advisers (Deutschland) GmbH. In accordance with his obligations
as a member of the Supervisory Board, Dr. Colberg of course also maintains confidentiality vis-a-
vis CVC, and CVC has submitted written confirmation that Dr. Colberg is not involved in any
discussions or decisions in respect of the thyssenkrupp Group.

Supervisory Board meetings

Eight Supervisory Board meetings were held in the reporting year. The average attendance rate at
the meetings of the Supervisory Board and its committees was 97%. No Supervisory Board
member attended fewer than half the meetings of the Supervisory Board and the relevant
committees. The members of the Executive Board regularly took part in the Supervisory Board
meetings; the Supervisory Board also convened without the Executive Board to discuss individual
topics and for individual meetings. The position of Supervisory Board Chairman was held by Prof.
Dr. Bernhard Pellens until the 2019 Annual General Meeting. Directly after the Annual General
Meeting, the Supervisory Board unanimously elected Martina Merz as its chairwoman. By
resolution of the Supervisory Board on September 27, 2019 Martina Merz was delegated, subject
to § 105 (2) AktG, from the Supervisory Board to the Executive Board of thyssenkrupp AG as Chief
Executive Officer effective October 1, 2019 for a maximum period of 12 months. Her Supervisory
Board role is suspended during this time. For the term of her posting, the Supervisory Board
elected Prof. Dr.-Ing. Siegfried Russwurm as its new chairman.

The range of topics that the Supervisory Board dealt with in fiscal year 2018/2019 included the
current business and earnings situation and the parent-company and consolidated financial
statements for the year ended September 30, 2018. On the recommendation of the Audit
Committee and after discussion with the auditors PricewaterhouseCoopers GmbH Wirtschafts-
prifungsgesellschaft (PwC) the Supervisory Board approved the parent-company and consolidated
financial statements for the 2017/2018 fiscal year and thus established the parent-company
financial statements. After the end of the reporting year the Supervisory Board also discussed and
approved the parent-company and consolidated financial statements for the year ended September
30, 2019 and thus established the parent-company financial statements. Further topics discussed
by the Supervisory Board included the corporate and investment planning for fiscal year
2018/2019, the preparation of the Annual General Meeting on February 1, 2019, and questions of
Executive Board compensation. The draft Executive Board compensation system developed for the
originally planned separation is to be adapted to the new organizational structure of “newtk” and
presented to the 2021 Annual General Meeting. These discussions also took into account that the
Shareholder Rights Directive Il (SRD 1) and the correspondingly amended German Corporate
Governance Code, which will both include new provisions relating to executive board compensation,
are still in the legislative process. The Supervisory Board regularly received reports from the
committees and on the subject of compliance. In addition the focus was on corporate governance,

14
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the thyssenkrupp Internal Control System (ICS) and the 2018 EMIR compliance audit pursuant to
§ 32 WpHG.

In connection with the report on the state of the thyssenkrupp Group and the strategic way forward,
the discussions on the planned establishment of a joint venture with Tata Steel Europe and the
planned separation of thyssenkrupp into two new companies played a major role until the
Supervisory Board was informed by the Executive Board in its meeting on May 21, 2019 that there
was a high probability that the joint venture would not go ahead and that the separation into two
new companies could not be recommended. The Supervisory Board then approved the Executive
Board’s proposal not to pursue the separation further. The Supervisory Board also approved the
procedure for the strategic realignment of the Company and the medium-term targets of this
realignment as proposed by the Executive Board.

In line with standard practice, in fiscal year 2018/2019 the Supervisory Board, after considering
the recommendations and suggestions of the German Corporate Governance Code (GCGC) as
amended on February 7, 2017, again decided to issue and publish declarations of conformity —
also during the year. The most recently issued joint declaration of conformity by the Executive
Board and Supervisory Board has been available on the thyssenkrupp website since October 7,
2019. In addition, the Executive Board and Supervisory Board report on corporate governance at
thyssenkrupp in the corporate governance report and the corporate governance statement.

Report on the work of the committees

The primary task of the Supervisory Board’s six committees is to prepare decisions and topics for
discussion at the full meetings. The Supervisory Board has delegated decision-making powers to
the committees where this is legally permissible. The powers of the committees and the
requirements on committee members are set out in the rules of procedure for the respective
committees. The chairmen of the committees provided the Supervisory Board with regular detailed
reports on the work of the committees in the reporting year. The compositions of the six
committees as at September 30, 2019 are shown in the section “Supervisory Board”. The
chairmen of the committees were also in close contact with the other members of their committees
outside the regular meetings to coordinate special projects.

The Executive Committee (Praesidium) met 29 times in the past fiscal year. Owing to the current
situation and the preparations for the seminal meetings of the Supervisory Board and the
preceding Strategy Committee meetings in May 2019, the Executive Committee decided to hold
meetings every two weeks. After the planned separation of the company was cancelled, the
increased frequency of the Executive Committee meetings was maintained and to discuss specific
issues these were attended by further members of the Supervisory Board and external advisers. In
addition to preparing the full Supervisory Board meetings, the main subjects of deliberation were
the financial position and earnings performance of the Group, the strategic options for the
individual business areas, and close monitoring of the Groupwide projects “Performance first”,
“Flexible portfolio” and “People-centric & efficient organization” under the strategic realignment
“newtk”.

The Personnel Committee held 22 meetings in the 2018/2019 fiscal year to prepare personnel
matters concerning the Executive Board for the Supervisory Board. Where required, resolutions
were passed or recommendations for resolutions were made to the Supervisory Board. The
meetings addressed in particular the planning and implementation of the changes to the

15
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composition of the Executive Board described above, as well as general Executive Board matters,
the planning and implementation of the reorganization of the Executive Board and the associated
measures for establishing the performance bonus and additional bonus and the structuring of
pensions for the members of the Executive Board. Details of Executive Board compensation are
presented in the compensation report.

The Audit Committee met six times in the 2018/2019 fiscal year. Alongside Executive Board
members, the meetings were also attended by representatives of the auditors PwC, who were
elected by the 2019 Annual General Meeting and subsequently appointed by the Audit Committee.
The auditors declared to the Audit Committee that no circumstances exist that could lead to the
assumption of prejudice on their part. The Audit Committee obtained the required auditors’
statement of independence, reviewed their qualification, and concluded the fee agreement. In
addition a Groupwide survey of auditing quality was carried out; the results of this as well as the
additional services provided by PwC alongside the audit of the financial statements were discussed
in the Audit Committee. The Chairman of the Audit Committee was also in regular contact with the
auditors between meetings. Heads of corporate functions and management board members of the
business areas were also available to provide reports and take questions in committee meetings on
individual agenda items.

In the reporting year the committee’s work focused on examining the 2018/2019 parent-company
and consolidated financial statements along with the combined management report including the
fully integrated non-financial statement, the proposal for the appropriation of net income, the
combined corporate governance statement of the Executive Board and Supervisory Board
regarding the statements issued by the Executive Board and the auditors’ reports, and preparing
the Supervisory Board resolution on these items. In addition, the interim financial reports (half-year
and quarterly reports) were also discussed in detail and adopted, taking into account the auditors’
review report. With regard to PwC the catalogue of non-audit services by the financial statement
auditor requiring approval was established, and the budget for the performance of non-audit
services for the 2018/2019 fiscal year was set.

In several meetings the Audit Committee monitored the accounting process and discussed the
effectiveness of the internal control system and optimizations made to it, the risk management
system and the internal auditing system. It also dealt in detail with the main legal disputes and
compliance in the Group and discussed at length the strategic compliance measures at
thyssenkrupp. The reporting consequences of the planned — and later cancelled — separation of
thyssenkrupp and the Group regulation on determining “Adjusted EBITDA/EBIT/EBT” were also
addressed in close detail. In addition, in the presence of the head of Corporate Internal Auditing the
committee discussed the internal audit results, the audit processes and the audit planning of the
Group internal auditing team for the 2018/2019 fiscal year. Further main topics were the
implementation of the General Data Protection Regulation (GDPR) as well as the CSR report, the
equity capital and rating situation, the EMIR compliance audit for the 2017/2018 fiscal year in
accordance with § 32 WpHG, and the status of the corporate initiatives and performance of the
business areas. Against the background of the abandoned joint venture with Tata Steel, the
committee discussed the performance of the Steel Europe business area.

16
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The Strategy, Finance and Investment Committee held five meetings in the 2018/2019 fiscal year.
Until the joint venture and separation were cancelled, discussions focused on preparing decision
recommendations for the Supervisory Board as well as addressing in close detail the mid-term
targets of the business areas for 2020/2021, focusing on Components Technology and Industrial
Solutions. Further, the Group’s corporate and investment planning for the reporting year was
discussed, taking into account the Group’s current rating and financial situation, and corresponding
Supervisory Board resolutions were prepared.

The members of the Nomination Committee convened for 18 meetings in the past fiscal year.
Discussions focused in particular on preparing the necessary appointment of successors and —
taking into account the recommendations of the German Corporate Governance Code — succession
planning for the shareholder side of the Supervisory Board.

There was once again no cause to convene the Mediation Committee under § 27 (3)
Codetermination Act in the reporting year.

Audit of the parent-company and consolidated financial statements

Elected by the Annual General Meeting on February 1, 2019 to audit the financial statements for the
2018/2019 fiscal year, PwC audited the parent-company financial statements for the fiscal year
October 1, 2018 to September 30, 2019 prepared by the Executive Board in accordance with HGB
(German GAAP) rules, and the management report on thyssenkrupp AG, which is combined with the
management report on the Group. The auditors issued an unqualified audit opinion. In accordance
with § 315e HGB, the consolidated financial statements of thyssenkrupp AG for the fiscal year from
October 1, 2018 to September 30, 2019, and the management report on the Group, which is
combined with the management report on the Company, were prepared on the basis of International
Financial Reporting Standards (IFRS) as applicable in the European Union. The consolidated financial
statements and the combined management report were also given an unqualified audit opinion by
PwC. The auditors also confirmed that the Executive Board has installed an appropriate reporting and
monitoring system which is suitable in its design and handling to identify at an early stage
developments which could place the continued existence of the Company at risk.

The financial statement documents and audit reports for the 2018/2019 fiscal year were discussed
in detail in the meetings of the Audit Committee on November 18, 2019 and the Supervisory Board
on November 20, 2019. The auditors reported on the main findings of their audit. They also
outlined their findings on the internal control and risk management system in relation to the
accounting process as well as the risk early detection system, and were available to answer
questions and provide additional information. The Chairman of the Audit Committee reported in
depth at the full Supervisory Board meeting on the Audit Committee’s examination of the parent-
company and consolidated financial statements. Following examination and detailed discussion of
the parent-company financial statements, the consolidated financial statements, and the combined
management report by the Supervisory Board no objections were raised. In line with the
recommendation by the Audit Committee, the Supervisory Board then approved the result of the
audit by the financial statement auditors. Following completion of our examination we came to the
conclusion that no objections were to be raised and we established the financial statements of
thyssenkrupp AG and approved the consolidated financial statements.

17
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Following our own examination and taking the earnings and financial situation of the Group into
account, the Supervisory Board concurred with the Executive Board’s proposal to transfer the
unappropriated income of thyssenkrupp AG for fiscal year 2018/2019 in the amount of
€196,476,542.20 in full to other retained earnings and not to pay a dividend.

Personnel changes on the Supervisory Board

The following changes took place on the shareholder side: Martina Merz (effective December 5,
2018) and Dr. Wolfgang Colberg (effective December 29, 2018) became members of the
Supervisory Board initially by court appointment and subsequently by election at the Annual
General Meeting on February 1, 2019. In the directly ensuing Supervisory Board meeting, Ms. Merz
was unanimously elected Chairwoman of the Supervisory Board. Prof. Dr.-Ing. Dr.-Ing. E. h. Hans-
Peter Keitel left the Supervisory Board at the close of January 25, 2019. Prof. Dr.-Ing. Siegfried
Russwurm was court-appointed as his successor effective April 24, 2019. Shortly before the end of
the fiscal year on September 26, 2019, Carsten Spohr left the Supervisory Board at his own
request. To succeed him, Angelika Gifford was court-appointed to the Supervisory Board effective
November 12, 2019. Also effective November 12, 2019, Dr. Ingo Luge was court-appointed as
member of the Supervisory Board after Ms. Merz was delegated to the Executive Board effective
October 1, 2019. Effective October 1, Prof. Dr.-Ing. Siegried Russwurm was elected Supervisory
Board Chairman.

On the employee side Tekin Nasikkol stood down at the close of the 2019 Annual General Meeting.
He was succeeded by Barbara Kremser-Bruttel directly after this Annual General Meeting. The
members of the Supervisory Board thanked all departing members for their good and constructive
work over many years. The compositions of the committees at September 30, 2019 are shown in
the Notes to the Annual Report.

The Supervisory Board thanks the Executive Board members, all employees of the Group worldwide
and the employee representatives of all Group companies for their efforts and achievements in the

2018/2019 fiscal year.

The Supervisory Board

Prof. Dr.-Ing. Siegfried Russwurm
Chairman
Essen, November 20, 2019
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Corporate governance

In the following section, the Executive Board and Supervisory Board report on corporate
governance at thyssenkrupp in accordance with section 3.10 of the German Corporate Governance
Code (as amended on February 7, 2017). In the thyssenkrupp Group, corporate governance stands
for responsible corporate management and control geared to long-term value creation. At
thyssenkrupp good corporate governance takes in all areas of the company.

Key corporate governance principles

thyssenkrupp Code of Conduct

While the Group mission statement describes our goals and standards, the concrete principles and
ground rules for our work and our behavior towards business partners and the public are
summarized in the thyssenkrupp Code of Conduct. This provides employees, managers, and board
members with guidelines on subjects such as the requirements for compliance, equality and
nondiscrimination, cooperation with the employee representatives, occupational safety and health,
environmental and climate protection, as well as data protection and information security. Suppliers
are required to follow the thyssenkrupp Supplier Code of Conduct. In addition, thyssenkrupp has
signed the United Nations Global Compact, the BME Code of Conduct, and the Diversity Charter.

All these principles are implemented with the aid of the existing programs and management
systems and the Indirect Financial Targets. Details are presented in the sustainability section of our
website as well as in this annual report (under “Targets” in the section “Fundamental information
about the Group”).

Integrated governance, risk management and compliance model

Dealing responsibly with risks is part of corporate governance at thyssenkrupp, because the
continuous and systematic management of business risks — but also opportunities — is
fundamental to professional governance. An integrated governance, risk management and
compliance (GRC) model, embedded in the Groupwide GRC Policy, provides the basis for risk
management in the Group. As a framework for this, thyssenkrupp uses the internationally
established three lines of defense model adapted to the Group’s specific organizational structure.
This model shows the responsibilities for risk management in the Group within each line of defense
and how these are segregated within the GRC model.
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THREE LINES OF DEFENSE MODEL
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Risks have to be prevented where they occur. If this is not practicable they must be identified and
reduced to an appropriate level. Systematic risk management in the operating units on the 1st line
of defense must be strengthened with automated internal controls in the business processes
wherever possible. As there are cases where this is not fully possible, further control measures
have to be performed by management to ensure the effectiveness of the control system.

The 2nd line of defense includes functions such as Controlling, Accounting & Risk, Compliance,
and Legal. These provide the framework for the internal control system, the risk management
system, and compliance — for example via binding internal documents — and support the 1st line of
defense with implementation of measures to avert risks and exploit opportunities. At the same time
these functions oversee and manage the Group’s risks from the viewpoint of the Group as a whole.
Close integration of the internal control system, risk management system and compliance
maximizes the efficiency of risk prevention and management.

Key features of our internal control and risk management system are described in the section
“Opportunity and risk report”.

Compliance, in the sense of all Groupwide measures to ensure adherence to statutory requirements
and binding internal regulations, is a key management and oversight duty at thyssenkrupp. The
Executive Board of thyssenkrupp AG has unequivocally expressed its rejection of antitrust violations
and corruption in the thyssenkrupp Compliance Commitment. We treat violations, in particular
antitrust or corruption violations, with zero tolerance.

Up to the end of the 2018/2019 fiscal year the Chief Compliance Officer, who is responsible for the
management of the compliance program, reported directly to the Executive Board member with
special responsibility for compliance since 2014, Dr. Donatus Kaufmann. As of October 1, 2019
the Chief Human Resources Officer (CHRO) of thyssenkrupp AG is responsible for the compliance
function.
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More information on compliance at thyssenkrupp can be found in the “Compliance” section of the
combined management report.

The 3rd line of defense is Corporate Function Internal Auditing, which independently reviews the
appropriateness and efficiency of the processes and systems implemented by the other two lines of
defense. The head of Corporate Internal Auditing reports on the auditing function to the Audit
Committee once a year. Internal Auditing itself is subject to an external quality audit every five
years; the last audit took place in spring 2015.

The three lines of defense model is supplemented by the work of the external financial statement
auditors.

Further development of corporate governance in the Group

thyssenkrupp continuously develops its understanding of good and responsible corporate
governance. One element of this is the project governance@thyssenkrupp, in which the corporate
governance structures throughout the Group are being harmonized, tightened and optimized
beyond the established understanding of corporate governance defined in the German Corporate
Governance Code. The focus is on increasing transparency, ensuring full compliance with our
binding internal regulations, and supporting managers in the use of internal corporate governance
instruments.

Corporate management and control

In the two-tier governance system prescribed by German stock corporation law, the Executive
Board of thyssenkrupp AG is responsible for managing the Company. The Supervisory Board of
thyssenkrupp AG is responsible for advising and overseeing the Executive Board. The Company has
taken out directors and officers (D&O) liability insurance with an appropriate deductible for the
members of the Executive Board and Supervisory Board.

Executive Board

On the basis of the organizational structure it has adopted, the Executive Board bears responsibility
for managing the Company in the interest of the Company, i.e. taking into account the concerns of
the shareholders, employees and other stakeholders, with the aim of sustainable value creation. It
makes provisions for compliance with the statutory requirements and binding internal regulations,
and works to ensure that these are observed by the Group companies. The Executive Board has
established appropriate compliance and risk management systems. Significant business
transactions are subject to the approval of the Supervisory Board; they are listed in Annex 2 of the
Rules of Procedure for the Executive Board.

The Executive Board of thyssenkrupp AG must consist of at least two members. The Executive
Board members bear joint responsibility for overall business management; they decide on key
management measures such as corporate strategy and corporate planning. The Executive Board
Chairman is responsible for coordinating all the directorates of the Executive Board and for
communicating with the Supervisory Board; he also represents the Executive Board. More detailed
information on the individual members of the Executive Board and their areas of responsibility
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(directorates) can be found on the Company’s website (www.thyssenkrupp.com). The Executive
Board has not formed any committees.

Supervisory Board

The Supervisory Board advises and oversees the Executive Board in its management of the
Company. It determines the number of members the Executive Board has above the minimum
number, appoints and dismisses the members of the Executive Board, and defines their
directorates. It also determines the compensation of the Executive Board members (details of
Executive Board compensation are provided in the compensation report). The Supervisory Board
reviews the parent company and consolidated financial statements along with the combined
management report of thyssenkrupp AG, adopts the parent-company financial statements and
approves the consolidated financial statements and the combined management report. It examines
the proposal for the appropriation of net income and with the Executive Board submits it to the
Annual General Meeting for resolution. On the substantiated recommendation of the Audit
Committee, the Supervisory Board proposes the auditors for election by the Annual General
Meeting. After the corresponding resolution is passed by the Annual General Meeting, the Audit
Committee awards the contract to the auditors and monitors the audit of the financial statements
together with the independence, qualifications, rotation and efficiency of the auditors. Details of the
activities of the Supervisory Board in the 2018/2019 fiscal year are contained in the report by the
Supervisory Board. The compensation of the Supervisory Board members is determined by the
Annual General Meeting. It was last resolved in the Annual General Meeting of January 17, 2014.
The compensation paid to the individual Supervisory Board members is presented in the
compensation report.

The composition of the Supervisory Board of thyssenkrupp AG is governed by law and the detailed
provisions of § 9 of the Articles of Association. In accordance with the German Codetermination Act,
it is composed of 10 shareholder representatives and 10 employee representatives. Under the
Articles of Association, the Alfried Krupp von Bohlen und Halbach Foundation has a designation
right.

In accordance with § 27 (1) of the Codetermination Act, the chairman of the Supervisory Board is
elected from among the Supervisory Board members. The task of the Supervisory Board chairman
is to coordinate the work of the Supervisory Board and chair the Supervisory Board meetings.
Public statements by the Supervisory Board are issued by the Supervisory Board chairman. At
thyssenkrupp at least one Supervisory Board member must have expertise in the fields of
accounting or auditing. All members of the Supervisory Board are subject to a statutory secrecy
obligation. More detailed information on the individual members of the Supervisory Board and its
six committees can be found on the Company’s website (www.thyssenkrupp.com).

Under the German Corporate Governance Code, the Supervisory Board must be composed in such
a way that its members have the knowledge, skills, and professional experience needed to perform
their tasks properly. The Supervisory Board sets targets for its own composition. The concrete
targets are as follows:

= Supervisory Board to have sufficient members with international experience, in particular in the

expansion markets and Supervisory Board members as a whole to be familiar with the sectors in
which thyssenkrupp operates;
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= Consideration of special knowledge and experience in the application of accounting principles
and internal control processes, expertise in the areas of accounting and auditing, also
consideration of technical expertise, and knowledge of financing strategies and financial
instruments;

m Experience in corporate management and the development and formulation of corporate
strategies;

= Avoidance of significant and non-temporary conflicts of interest (existing conflicts of interest or
conflicts of interest to be expected in the future) and appropriate handling of other conflicts of
interest;

= Supervisory Board members to serve no more than a maximum three periods of office, and an
age limit of 75 (i.e. Supervisory Board members to stand down from the Supervisory Board at
the end of the Annual General Meeting after they reach 75);

® |ncrease in the proportion of women to at least 30%);

= At least 15 independent Supervisory Board members.

In the assessment of the Supervisory Board the appropriate number of independent members on
the shareholder representative side is at least five. The Supervisory Board has defined specific
criteria for evaluating independence, in particular those specified in the German Corporate
Governance Code. On this basis, in addition to the employee representatives, all members
representing shareholders are independent, namely: Dr. Wolfgang Colberg, Prof. Dr. Dr. h.c. Ursula
Gather, Dr. Ingrid Hengster, Martina Merz, Prof. Dr. Bernhard Pellens, Prof. Dr.-Ing. Siegfried
Russwurm, Carola v. Schmettow, Dr. Lothar Steinebach and Jens Tischendorf, as well as Prof. Dr.
Hans-Peter Keitel and Carsten Spohr who have now stood down. As an independent member of the
Supervisory Board with expertise in the fields of accounting and auditing in the meaning of § 100 (5)
Stock Corporation Act (AktG), Prof. Dr. Bernhard Pellens is Chairman of the Audit Committee.

The competency profile adopted by the Supervisory Board for the board as a whole specifies the
areas of competency the Supervisory Board considers important for its work. These are areas such
as general management and globalization, management of companies subject to codetermination
law, IT and digitization, personnel management and development, and further competencies
already included in the targets for the composition of the board.

The election recommendations made to the Annual General Meeting must take into account the
Supervisory Board’s targets for its own composition while aiming to fulfill the competency profile
for the board as a whole. As previously, election recommendations and successor candidates for
the Supervisory Board are based on the Supervisory Board’s own targets and competency profile.
The current composition of the Supervisory Board meets the targets and the competency profile.

The targets and competency profile are also part of the diversity model adopted by the Supervisory
Board in November 2017. This model and its implementation status are presented in the corporate
governance statement.

Shareholders and Annual General Meeting

The shareholders of thyssenkrupp AG exercise their rights at the Company’s Annual General
Meeting. At the Annual General Meeting the shareholders regularly pass resolutions on the
appropriation of net income, the ratification of the acts of the Executive Board and Supervisory
Board, and the election of the financial-statement auditors. Shareholders can exercise their voting
rights at the Annual General Meeting in person or by proxy, for which they can authorize a person of
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their choice or a Company-nominated proxy acting on their instructions. They can also cast their
votes online on the internet or in writing by postal vote. The Annual General Meeting can be viewed
live and in full on the Company’s website (www.thyssenkrupp.com). Also on our website we make all
documents and information on the Annual General Meeting available to shareholders in good time.

Accounting and financial statement auditing

In line with European Union requirements, thyssenkrupp prepares the consolidated financial
statements and interim reports in accordance with the International Financial Reporting Standards
(IFRS). However, the parent-company financial statements of thyssenkrupp AG, on which the
dividend payment is based, are drawn up in accordance with German GAAP (HGB).

In accordance with the statutory provisions the auditor is elected each year by the Annual General
Meeting for a period of one year. At the proposal of the Supervisory Board, the Annual General
Meeting on February 1, 2019 elected PricewaterhouseCoopers GmbH Wirtschaftsprifungs-
gesellschaft (PwC) to audit the annual financial statements for fiscal year 2018/2019 and review
the interim financial reports for fiscal year 2018/2019 and to review the interim financial reports for
fiscal year 2019/2020 drawn up before the 2020 Annual General Meeting. PwC has been
auditing the parent-company financial statements and consolidated financial statements of
thyssenkrupp AG since fiscal 2012/2013. PwC was engaged in 2012 following an external bidding
process. The signatory auditors for the parent-company and consolidated financial statements of
thyssenkrupp AG are Harald Kayser (since fiscal year 2017/2018) and Michael PreiB (since fiscal
year 2015/2016). The statutory provisions and rotation requirements under §§ 319 and 319a HGB
are fulfilled.

Avoiding conflicts of interest

In the reporting year there were no consulting or other service agreements between Supervisory
Board members and the Company. There were no conflicts of interest that Executive Board or
Supervisory Board members would have had to disclose immediately to the Supervisory Board.
Details of the other directorships held by Executive Board and Supervisory Board members on
statutory supervisory boards or comparable German and non-German control bodies of business
enterprises are provided in the sections of the same name under “Additional information”. Details
of related party transactions are given in Note 23 to the consolidated financial statements.

Directors’ dealings

Members of the Executive Board and Supervisory Board and persons close to them are required to
disclose the purchase and sale of thyssenkrupp AG shares and debt certificates or related financial
instruments whenever the value of the transactions amounts to €5,000 or more within a calendar
year. Seven transactions were reported to us in the 2018/2019 fiscal year and these were
published and are available for viewing on the Company’s website. At September 30, 2019 the
total volume of thyssenkrupp AG shares held by Executive Board and Supervisory Board members
amounted to less than 1% of the shares issued by the Company.

More information on corporate governance

More information on corporate governance can be found in the corporate governance declaration
on the Company’s website (www.thyssenkrupp.com).
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Compensation report

The following compensation report, which is part of the combined management report, explains the
compensation system for the Executive Board and Supervisory Board. In addition the
compensation received by the members of the Executive Board and Supervisory Board of
thyssenkrupp AG for the fiscal year 2018/2019 is disclosed individually, also taking into account
the recommendations of the German Corporate Governance Code (GCGC) as amended on
February 7, 2017.

Fundamentals of the Executive Board compensation system

The current compensation system for the members of the Executive Board of thyssenkrupp AG has
been in place since fiscal year 2014/2015. It was resolved by the Supervisory Board following
preparation by the Personnel Committee and was approved by the Annual General Meeting on
January 30, 2015 with a majority of 98.79% of the capital represented.

The compensation of the individual Executive Board members is determined by the Supervisory
Board following preparation by the Personnel Committee. The Personnel Committee regularly
reviews the appropriateness of the compensation — both as a whole and in terms of the individual
compensation components — and proposes adjustments to the Supervisory Board where required.
Criteria for the appropriateness of the compensation include the duties of the individual Executive
Board members, their personal performance, the business situation, the success and prospects of
the Company and also the prevailing level of compensation at peer companies and the
compensation structure applying otherwise in the Company. In all compensation decisions the
Personnel Committee and the Supervisory Board observe the requirements of the Stock
Corporation Act (AktG) as well as the recommendations and suggestions of the GCGC. In reviewing
the market position of the system and the appropriateness of the level of compensation the
Personnel Committee is advised by an independent external compensation expert.

The aim of the compensation system is to support successful and sustainable corporate
governance by linking the compensation of Executive Board members to both the short and long-
term performance of the Company. The compensation system includes performance-related and
company success-oriented parameters which are also found in the compensation systems for
management levels below the Executive Board. The variable compensation components are mainly
based on performance over several years and therefore set long-term incentives. The design of the
long-term variable compensation, which also recognizes the performance of the stock price, also
aligns the objectives of management with the direct interests of shareholders.
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Overview of compensation components

COMPENSATION COMPONENT

Assessment basis/parameters

Performance-independent compensation

Fixed compensation

Chairman of the Executive Board: €1,340,000
Member of the Executive Board: €700,000

Fringe benefits

Company car, security services, insurance premiums

Pension plans

Defined benefit plans

(Guido Kerkhoff until September 30, 2018)

Pension in the amount of 50% of fixed compensation for fiscal year 2014/2015:
— For Guido Kerkhoff until September 30, 2018: vested pension entitlement of €350,000 p.a.

Defined contribution plans

(Guido Kerkhoff from October 01, 2018, Oliver Burkhard,
Johannes Dietsch, Dr. Donatus Kaufmann)

Provision of annual contributions to build pension entitlement:
— For Guido Kerkhoff from October 01, 2018: annual contribution of €350,000; pension benefits under this
plan to be paid in the form of a lump sum
— For Oliver Burkhard: annual contribution of €280,000; pension benefits to be paid in the form of an
annuity, capped at €350,000 p.a.

— For Johannes Dietsch and Dr. Donatus Kaufmann: annual contribution of €280,000; pension benefits to
be paid in the form of a lump sum

Performance-related compensation

Annual bonus
(short-term incentive; STI)

Target bonus for 100% target achievement:
— For the Chairman of the Executive Board: €1,250,000

— For the members of the Executive Board: €630,000 — €680,000
Basis for target achievement:

— Company'’s financial performance targets: EBIT, ROCE and FCF before M& A

— Targets derived from corporate planning and set annually by the Supervisory Board
Bonus-malus factor in a range of +/- 20%:

— Sustainability multiplier: indirect financial targets in the areas people, innovations,
environment and procurement

— Discretionary factor: assessment of overall performance of Executive Board
Cap: 200% of target bonus

Possibility of
special bonus

For exceptional achievements and successes at the discretion of the Supervisory Board and within the applicable
overall cap

Long-term incentive (LTI)

Award of virtual shares in the company with three-year tkVA performance period:

— Initial value for the Executive Board chairman: €2,000,000

— Initial value for the members of the Executive Board: €950,000 —€1,050,000
The number of virtual shares provisionally granted at the beginning of each installment is obtained by dividing the
initial value by the average thyssenkrupp share price during the 1st quarter of the fiscal year in which the tkVA
performance period begins.
The final number of virtual shares after the end of the performance period depends on the average tkVA achieved
over the performance period.
The average thyssenkrupp share price during the 1st quarter of the fiscal year after the end of the three-year tkVA
performance period determines the final value of the payout.
Cap: 250% of the target value

Other compensation rules

Share ownership guidelines

Obligation to purchase within the appointment period thyssenkrupp shares for the amount of one year’s fixed
compensation (Guido Kerkhoff) or a half year’s fixed compensation (Oliver Burkhard, Johannes Dietsch) and to
hold the purchased shares until termination of appointment. Minimum annual investment.

Overall cap

Upper limit of €9,000,000 for the Executive Board chairman and €4,500,000 for each of the other members of
the Executive Board in relation to overall compensation including pension service cost per fiscal year —
GCGC-compliant

Severance cap

Severance payments limited to a maximum of two years’ compensation, compensation over remaining contract
term may not be exceeded — GCGC-compliant

Severance in case of change of control

Severance payments in the case of a change of control may not exceed 100% of the severance payment cap —
GCGC-compliant

Clawback rule

Supervisory Board right to reduce compensation in case of deterioration in company’s situation pursuant
to § 87 (2) AktG
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Structure and components of the Executive Board compensation system

The compensation of Executive Board members is made up of performance-independent and
performance-related elements. The former comprise fixed compensation, fringe benefits and
pension plans. The performance-related compensation includes the bonus (short-term incentive
plan — STI) and the long-term incentive plan (LTI). The individual components are explained below.

The target direct compensation (fixed compensation + bonus + LTI) of the Executive Board mainly
comprises performance-related compensation elements. The fixed compensation makes up around
30% of the target direct compensation, the bonus around 28%, and LTI around 42%. The ratio of
long-term to short-term performance-related compensation is around 60 : 40. Executive Board
compensation therefore complies with the GCGC recommendations that the compensation structure
be aligned to sustainable company development and that the variable compensation components
be generally measured over several years.

Performance-independent compensation

Fixed compensation

The fixed compensation is paid to the Executive Board members monthly as a salary. Since the last
review at October 1, 2014 it has been €700,000 per year for an ordinary Executive Board member
and €1,340,000 per year for the Executive Board chairman.

Fringe benefits

In addition to the fixed compensation the Executive Board members receive fringe benefits, mainly
comprising a company car, security services, and insurance premiums. The benefits apply in
principle to all Executive Board members; the amount varies according to personal situation.

Retirement benefits
Retirement benefits are paid to former Executive Board members who have either reached
retirement age or become permanently incapacitated for work.

In connection with the extension of the Executive Board appointment of Guido Kerkhoff as of
October 1, 2018, the previous pension commitment was terminated as of September 30, 2018,
with the entitlement to an annual pension of €350,000 acquired up to that date remaining in place.
As a result, from fiscal year 2018/2019 the entitlement to a company pension for all members of
the Executive Board is based on a defined contribution arrangement — with an annual contribution
for Guido Kerkhoff of €350,000 and for Oliver Burkhard, Johannes Dietsch and Dr. Donatus
Kaufmann of €280,000 each. The pension entitlements acquired by Guido Kerkhoff from October 1,
2018 - like the pension entitlements of Johannes Dietsch and Dr. Donatus Kaufmann — will be paid
out in the form of a lump sum. Oliver Burkhard will receive pension benefits in the form of an annuity,
with an agreed cap of €350,000 p.a.
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The retirement age is 60, provided a service contract with the Company no longer exists at this
time. If the service contract ends on or after the member’s 60th birthday, the retirement benefits
can only be claimed after the service contract ends. In the case of Guido Kerkhoff current pension
payments will be adjusted annually in line with the consumer price index and in the case of Oliver
Burkhard will be increased by 1% per year.

The surviving dependants’ benefits plan provides for a payment of 60% of the pension for the
partner and 20% for each dependent child, up to a maximum of 100% of the regular pension
entittement. In the case of benefits paid in the form of a lump sum surviving dependants will
receive the amount of the pension contributions plus interest at the time the benefits become
payable.

In the case of new contracts and contract renewals the Personnel Committee regularly reviews the
level of benefits of Executive Board members and the annual and long-term service costs deriving
therefrom, and proposes adjustments to the plans to the Supervisory Board as necessary. This
procedure complies with the recommendations of the GCGC.

Performance-related compensation

Bonus (short-term incentive — STI)

The first performance-related compensation element is the annual bonus. The amount of the bonus
is dependent on three key performance indicators of the Group for the respective fiscal year.
Earnings before interest and taxes (EBIT) and free cash flow before M &A (FCF before M &A) are
each weighted at 40%, while return on capital employed (ROCE) accounts for the remaining 20%.
Total target achievement for the three financial targets is therefore determined from the weighted
average of the three parameters.

To reflect the overall performance of the Executive Board members more accurately and include
non-financial, strategically important as well as direct financial aspects, the bonus also includes a
bonus-malus factor, which is multiplied by the total target achievement for the financial targets.
This factor consists of a sustainability multiplier as well as a discretionary factor, each weighted
equally. The sustainability multiplier is based on Indirect Financial Targets from the areas people,
innovations, environment and procurement. The discretionary factor allows the Supervisory Board
to evaluate the overall performance of the Executive Board. The bonus-malus factor lies in a range
from 0.8 to 1.2 and can therefore adjust financial target achievement either upwards or downwards;
it also allows individual differentiation. The Supervisory Board decides on target achievement in
respect of this part of the bonus at its own discretion, taking into account in particular the
appropriateness criteria of § 87 AktG and the GCGC.
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BONUS CALCULATION

Target Target achievement financial Bonus-malus factor Payout
amount targets (0.8-1.2) (0—200 %)
EBIT Sustainability multiplier
(40%) (50%)
Q)
FCF before M&A ~,
(40%) b ;
iscretionary factor
D (50%)
ROCE
(20 %)

Total target achievement and the resultant payout on the bonus are capped at 200% of the target
value. There is no guaranteed minimum bonus, so there may be no payout at all.

The target values for the financial targets are derived from the corporate planning; in addition
threshold values are defined for all three indicators, above or below which a further improvement or
deterioration of the result has no effect on the level of target achievement. At the beginning of each
fiscal year the Supervisory Board resolves challenging target and threshold values; this resolution
too is prepared by the Personnel Committee.

Long-term incentive (LTI)

The second performance-related compensation element is the LTI, which has a long-term incentive
effect. Determining factors here are value generation — measured on the key performance indicator
thyssenkrupp Value Added (tkVA) — and the performance of the thyssenkrupp stock. The design of
the LTI and the link to stock performance bring the objectives of management and the direct
interests of shareholders into alignment. The LTI is based on virtual shares and is granted to
Executive Board members in annual installments. The term of the individual installments begins
October 1 of each year and extends in total over four fiscal years (three-year tkVA performance
period and stock price performance in the 1st quarter of the following fiscal year), so creating
incentives for the long-term development of the Company.

At the beginning of each installment a certain number of virtual shares is granted, initially
provisionally. This number is obtained by dividing the initial value (target amount) by the average
thyssenkrupp stock price in the 1st quarter of the fiscal year in which the tkVA performance period
begins, with the number being rounded half even. The provisionally granted number of virtual
shares can therefore vary from year to year.

The number of virtual shares finally awarded to the Executive Board members at the end of the
three-year tkVA performance period may be higher or lower than the provisionally granted number.
The parameter used to determine the final number of virtual shares is the development of average
tkVA over the three-year performance period.
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LTI initial values for
fiscal year 2018/2019

Guido Kerkhoff €2,000,000
Oliver Burkhard €1,050,000
Johannes Dietsch? €700,000
Dr. Donatus Kaufmann €950,000
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LONG-TERM INCENTIVE (LTI) CALCULATION

Target amount

Average share
price Q1 1st
FY of tkVA
performance
period
=Y —— performance period: 3 years —
Provisional Target achievement tkVA Final Average share Payout
number of +1% for every €20 million number price Q1 1st (0—250%)
virtual shares average tkVA above target tkVA &% IRV (L] HX)H FY after expiry
-1% for every €10 million shares of tkVA perfor-
average tkVA below target tkVA mance period

For every €20 million of average actual tkVA above the target value set by the Supervisory Board,
the number of virtual shares increases by 1%. For every €10 million of average actual tkVA below
the target value set by the Supervisory Board, the number of virtual shares decreases by 1%.
Intermediate values are linearly interpolated and the obtained number of virtual shares is rounded
half even. The number of virtual shares can fall to zero, meaning there is no payout.

To determine the payout amount the final number of virtual shares achieved at the end of the
performance period is multiplied by the average thyssenkrupp stock price in the 1st quarter of the
fiscal year immediately after the three-year tkVA performance period. The payout amount
calculated in this way is capped at 250% of the target value.

In the case of the LTI, too, the Supervisory Board resolves challenging target and threshold values
for each new annual installment at the beginning of each fiscal year; this resolution too is prepared
by the Personnel Committee. The target value for the LTl installment granted to the Executive Board
members in March 2019 relates to the tkVA performance period 2018/2019 through 2020/2021.
The Supervisory Board set an average tkVA of zero as the target value, as with the previous
installments. A tkVA of zero means that the cost of capital has been earned by the level of EBIT
achieved and at the same time a sufficiently high net income has been attained.

Share ownership guidelines

With effect from fiscal year 2018/2019, new share ownership guidelines were introduced: all
Executive Board members newly appointed or reappointed from October 1, 2018 are required to
purchase thyssenkrupp shares for a total of one fixed annual salary (chairman of the Executive
Board) or half a fixed annual salary (ordinary Executive Board members) within the appointment
period and hold them for the duration of their appointment. A minimum annual investment amount
of one third (for three-year appointments) or one fifth (for five-year appointments) of the total
investment amount applies until the total investment amount is reached. Existing pre-held shares
may be contributed once upon joining the share purchase program. Only the purchase price at the
time of acquisition is decisive for the fulfillment of the buy and hold requirement; subsequent
changes in the share price do not affect the scope of the buy and hold requirement.
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Compensation caps

In accordance with the recommendation of the GCGC the compensation system for the Executive
Board provides for caps for both total compensation and the individual components of Executive
Board compensation. In addition to the caps applying to the variable compensation elements the
Company has therefore set the following caps for total compensation received by Executive Board
members per fiscal year — including fixed compensation, fringe benefits, performance-related
compensation (bonus and LTI), retirement benefit costs and any special compensation: €9 million
for the Executive Board chairman and €4.5 million each for the other Executive Board members.

The compensation caps take precedence over any other rules agreed for the amount of
compensation. In future reviews by the Supervisory Board of the amount of Executive Board
compensation the caps (individual caps and total cap) will also be reviewed accordingly.

Commitments in connection with the ending of Executive Board service
Severance payments

Severance payment arrangements are agreed in the service contracts of Executive Board members
which comply with the recommendations of the GCGC. They provide that severance payments may
not exceed two years’ compensation (severance payment cap) and may not compensate more than
the remaining term of the service contract.

Change of control

In the event of a change of control the Executive Board members have the right, within a period of
six months after the change of control, to resign their employment for good reason and terminate
their Executive Board service contract on three months’ notice to the end of a month (special
termination right).

The arrangements applying on exercise of the special termination right provide that severance
payments in connection with a change of control may not exceed two years’ compensation, limited
however to fixed salary and bonus, and may not compensate more than the remaining term of the
service contract. The special termination right and the right to severance payments do not apply if
the change of control is by the Alfried Krupp von Bohlen und Halbach Foundation.

Loans, advance payments, third-party benefits

As in previous fiscal years, no loans or advance payments were granted to the Executive Board
members in fiscal year 2018/2019, nor were any guarantees or other commitments entered into by
thyssenkrupp in their favor. thyssenkrupp has no knowledge of benefits or corresponding promises
given to Executive Board members by third parties in connection with their Executive Board
positions.
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Actual performance-related compensation for fiscal year 2018/2019

Bonus 2018/2019

The weaker-than-expected economic trend had a major impact on thyssenkrupp’s key performance
indicators. The thresholds set for EBIT, free cash flow before M&A and ROCE for fiscal year
2018/2019 were all not achieved, so the resultant target achievement amounts to 0%. The
Executive Board members will therefore not receive a bonus for the past fiscal year.

LTI 2015/2016
The 6th installment of the LTI due in fiscal year 2018/2019 was issued for the fiscal year
2015/2016. The associated payment amount is calculated as follows:

CALCULATION OF THE LTI PAYOUT FOR THE INSTALLMENT 2015/2016"

thyssenkrupp Value Added (tkVA)
Performance of thyssenkrupp stock

tkVA performance period 2015/2016 —2017/2018
Relevant stock price Avg. stock price Q1 FY 2018/2019 vs. avg. stock price Q1 FY 2015/2016

Performance targets

Link Multiplicative

Possible target achievement  0—-250%

. Initial value: €950,000
Provisionally granted number . 52,112 virtual shares?

of virtual shares
Avg. stock price Q1 FY 2015/2016: €18.23

Average tkVA actually achieved is €317.7 million below the target tkVA leading to a reduction in
the number of awarded virtual shares by 31.77%

Target achievement tkVA

Finally granted number of
virtual shares

35,556 virtual shares
Payout . €628,986

Avg. stock price Q1 FY 2018/2019: €17.69

(100% — 31.77%) x 52,112 virtual shares = 35,556 virtual shares?

D Example of an ordinary Executive Board member with an initial value of €950,000
2 Rounded half even

On the basis of achieved tkVA and the stock performance, €628,986 was paid out to each of Oliver
Burkhard and Dr. Donatus Kaufmann. Due to his higher initial value in fiscal year 2015/2016 Guido
Kerkhoff received a payout of €662,101. Johannes Dietsch was not yet a member of the Executive
Board in fiscal year 2015/2016 so there was no payout from the associated LTI installment.
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Executive Board benefits granted and allocations
The following two tables show total Executive Board compensation in accordance with the
recommendations of Section 4.2.5 (3) of the GCGC in the form of the GCGC model tables:

= GCGC Table 1 shows the benefits granted for fiscal year 2018/2019, i.e. the individual
compensation promised in the case of 100% target achievement as well as the minimum and
maximum values for the individual Executive Board members.

= GCGC Table 2 (allocations) shows the compensation actually paid out to the individual Executive
Board members for fiscal year 2018/2019.

GCGC-TABLE 1: EXECUTIVE BOARD COMPENSATION 2018/2019 (BENEFITS GRANTED)

Guido Kerkhoff Oliver Burkhard Johannes Dietsch Dr. Donatus Kaufmann
Chairman of the Executive board Ordinary member of the executive Ordinary member of the executive Ordinary member of the executive
until September 30, 2019 board since February 1, 2013 board since February 1, 2019 board until September 30, 2019

2017/ 2018/ 2018/ 2018/ 2017/ 2018/ 2018/ 2018/ 2017/ 2018/ 2018/

2018/ 2017/ 2018/

2018/ 2018/

2018 2019 2019 2019 2018 2019 2019 2019 2018 2019 2019 2019 2018 2019 2019 2019
Initial  Initial Mini-  Maxi- Initial  Initial Mini-  Maxi-  Initial  Initial Mini-  Maxi-  Initial  Initial Mini-  Maxi-
all figures in €000s value  value mum mum?  value value mum mum?  value value mum mum?  value value mum  mum?
Fixed
compensation 700 1,340 1,340 1,340 700 700 700 700 — 467 467 467 700 700 700 700
Fringe benefits 44 45 45 45 57 72 72 72 — 14 14 14 57 58 58 58
Total 744 1,385 1,385 1,385 757 772 772 772 — 481 481 481 757 758 758 758
One-year variable Performance
compensation bonus (cash) 680 1,250 0 2,500 630 680 0 1,360 — 453 0 907 630 630 0 1,260
9th installment LTI
) 2018/2019 -
Mu!t|zlle—year 2021/2022 — 1,399 0 5,000 — 734 0 2,625 — 489 0 1,750 — 664 0 2,375
variable
compensation 8th installment LTI
2017/2018 —
2020/2021 1,098 — — — 993 — — — — — — — 993 — — —
Total 2,522 4,034 1,385 8,885 2,380 2,186 772 4,757 — 1,423 481 3,137 2,380 2,052 758 4,393
Service costs in
accordance with
IFRS? 610 353 353 353 924 980 980 980 — 198 198 198 280 278 278 278
Total 3,132 4,387 1,738 9,238 3,304 3,166 1,752 5,737 — 1,621 679 3,335 2,660 2,330 1,036 4,671

D In addition to the individual caps stated in the “Maximum” column, total annual compensation is limited to €9.0 million for the Executive Board chairman and €4.5 million for the ordinary

Executive Board members.

2 To apply the compensation caps and improve the comparability between the defined benefit plans ended on September 30, 2018 and the defined contribution pension plans granted from
October 1, 2018, the service cost in accordance with IFRS shown for Guido Kerkhoff for the prior fiscal year 2017/2018 is prorated in line with the Executive Board work performed in the fiscal
year. To take account of the vested contractual pension rights further provisions were recognized for Guido Kerkhoff in the past. Taking these provisions into account and without proration, the

service costs in 2017/2018 come to the amounts shown in the table below “Executive Board pension provisions 2018/2019”.
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GCGC-TABLE 2: EXECUTIVE BOARD COMPENSATION 2018/2019 (ALLOCATIONS)

Guido Kerkhoff Oliver Burkhard Johannes Dietsch

Dr. Donatus Kaufmann

Chairman of the Executive board  Ordinary member of the executive Ordinary member of the executive Ordinary member of the executive

until September 30, 2019 board since February 1, 2013

board since February 1, 2019

board until September 30, 2019

all figures in €000s 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019
Fixed compensation 700 1,340 700 700 — 467 700 700
Fringe benefits 44 45 57 72 — 14 57 58
Total 744 1,385 757 772 — 481 757 758
One-year variable Performance bonus
compensation (cash) 484 0 448 0 — 0 448 0

) 6th installment LTI
Multiple-year 2015/2016 — 2018/2019 — 662 — 629 — — — 629
variable -
compensation 5th installment LTI

2014/2015 -2017/2018 690 — 690 — — — 690 —

Total 1,918 2,047 1,895 1,401 — 481 1,895 1,387
Service costs in
accordance with IFRS? 610 353 924 980 — 198 280 278
Total 2,528 2,400 2,819 2,381 — 679 2,175 1,665

1 See footnote 2 to GCGC Table 1.

Total Executive Board compensation in accordance with HGB

The following table shows total Executive Board compensation in accordance with HGB rules. It
accords with the GCGC Table 1 (benefits granted) shown above, with the difference that the payout
amounts for the bonuses according to GCGC Table 2 (allocations) are included. In accordance with
HGB the service cost is not included.

EXECUTIVE BOARD COMPENSATION 2018/2019 IN ACCORDANCE WITH HGB

Guido Kerkhoff Oliver Burkhard Johannes Dietsch

Dr. Donatus Kaufmann

Ordinary member of the
Chairman of the Executive board executive board since

until September 30, 2019 February 1, 2013 February 1, 2019

Ordinary member of the
executive board since

Ordinary member of the
executive board until
September 30, 2019

2017/2018 2018/2019 2017/2018 2018/2019 2017/2018

2018/2019

2017/2018 2018/2019

Executive board compensation in accordance with

HGB in €000s 2,326 2,784 2,198 1,506 —

970

2,198 1,422

The total compensation paid to the active Executive Board members in the respective fiscal year
in accordance with HGB for their work in the reporting year amounted to €6.7 million. The
corresponding prior-year figure was €10.0 million.
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Stock-based Executive Board compensation 2018/2019

In March 2019 the Executive Board members were granted new virtual shares from the 9th
installment of the LTI. In total the Executive Board members now possess 527,421 virtual shares
granted but not yet payable from the 7th to 9th installments of the LTI.

STOCK-BASED EXECUTIVE BOARD COMPENSATION 2018/2019
(number of stock rights granted and cost of stock-based compensation in fiscal year)

Guido Kerkhoff Oliver Burkhard Johannes Dietsch Dr. Donatus Kaufmann
Ordinary member of the Ordinary member of the Ordinary member of the

Chairman of the Executive board executive board since executive board since executive board until

until September 30, 2019 February 1, 2013 February 1, 2019 September 30, 2019

2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019

9th installment LTI

Number of stock rights ~ 2018/2019 - 2021/2022 — 113,058 — 59,356 — 39,570 — 53,703
granted 8th installment LTI
2017/2018 — 2020/2021 45,259 — 40,948 — — — 40,948 —

Cost of stock-based
compensation in fiscal
year in €000s 748 (1,296) 656 (1,554) — 335 656 (1,602)

Executive Board pension provisions 2018/2019

The following table gives an overview of the service costs incurred for fiscal year 2018/2019 as
well as the amount of pension obligations at September 30, 2019 for the Executive Board members
in post in the fiscal year.

EXECUTIVE BOARD PENSION PROVISIONS 2018/2019

Guido Kerkhoff? Oliver Burkhard Johannes Dietsch Dr. Donatus Kaufmann
Ordinary member of the Ordinary member of the Ordinary member of the
Chairman of the Executive board executive board since executive board since executive board until
until September 30, 2019 February 1, 2013 February 1, 2019 September 30, 2019
all figures in €000s 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019
. ) Service costs 2 353 924 980 — 198 280 278
Figures in accordance
with IFRS Present value of
the obligation 9,762 13,187 7,379 11,746 — 198 1,411 1,790
. ) Service costs 1 313 547 606 — 190 262 266
Figures in accordance
with HGB Present value of
the obligation 6,495 7,863 4,657 6,392 — 190 1,327 1,684

D To apply the compensation caps and improve comparability between the defined benefit plans ended on September 30, 2018 and the defined contribution pension plans granted from
October 1, 2018, the service cost in accordance with IFRS shown for Guido Kerkhoff for the prior fiscal year 2017/2018 in the GCGC Tables 1 and 2 is prorated in line with the Executive Board
work performed in the fiscal year. Under this approach the service cost in 2017/2018 for Guido Kerkhoff is €610K (IFRS)/ €384K (HGB). The present values of the obligations at September 30,
2018 for Guido Kerkhoff are then €4,681K (IFRS)/ €3,106K (HGB).
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Benefits in connection with the ending of Executive Board service

Against the background of the strategic and structural realignment of the thyssenkrupp Group,
Dr. Donatus Kaufmann reached an agreement with the Supervisory Board of thyssenkrupp AG on
August 7, 2019 to terminate his Executive Board membership by mutual consent effective
September 30. Based on his service contract, which was due to run until the end of January 2022,
Dr. Donatus Kaufmann received a severance payment of €1,978,433. As provided for in the service
contract, the severance payment was based exclusively on his fixed compensation and bonus for
two fiscal years. The severance payment is therefore below the cap of two years’ total
compensation recommended by the GCGC. Dr. Donatus Kaufmann will receive his compensation
for fiscal year 2018/2019 (fixed compensation, fringe benefits, bonus and 9th installment LTI) in
full. In accordance with the suggestions of the GCGC and the provisions of his service contract, the
stock rights (virtual shares) of LTI installments 7 and 8 granted in previous years continue to apply
in full and will be settled at the regular end of the plan. The pension contribution for the company
pension plan for the calendar year 2019 amounts to once-only €303,333, from 2020 no further
contributions will be granted. The entitlement to the acquired pension capital is vested and will
continue to bear interest annually at the maximum technical interest rate for life insurance policies
in accordance with the regulation on the principles underlying the calculation of the premium
reserve (Deckungsrickstellungsverordnung) until claimed. The pension capital is due for payment
in January 2023.

On September 27, 2019 the Supervisory Board also reached an agreement with Guido Kerkhoff to
terminate his Executive Board position by mutual consent effective September 30. Based on his
service contract, which was due to run until the end of September 2023, Guido Kerkhoff received a
severance payment of €6,358,050. As provided for in his service contract, a cap of two years’
compensation consisting of fixed salary, bonus and LTI served as the basis for agreeing the amount
of the severance payment. The severance payment is therefore in line with the recommendations of
the GCGC. In addition, reimbursement of attorneys’ fees in the amount of €80,000 and, due to the
reciprocal waiver of a contractually agreed three-month expiration period, a lump-sum payment of
€500,000 was agreed for the compensation claims attributable to this period. Guido Kerkhoff will
receive his compensation for fiscal year 2018/2019 (fixed compensation, fringe benefits, bonus
and 9th installment LTI) in full. In accordance with the suggestions of the GCGC and the provisions
of his service contract, the stock rights (virtual shares) of LTI installments 7 and 8 granted in
previous years continue to apply in full and will be settled at the regular end of the plan. The
pension contribution for the company pension plan for the calendar year 2019 amounts to
€350,000, from 2020 no further contributions will be granted. The entitlement to the acquired
pension capital is vested and will continue to bear interest annually at the maximum technical
interest rate for life insurance policies in accordance with the regulation on the principles underlying
the calculation of the premium reserve (Deckungsriickstellungsverordnung), though at least at 1%
per year, until claimed. The pension capital is due for payment in January 2028. The entitlement to
an annual pension of €350,000 acquired up to September 30, 2018 is vested and can be claimed
in full and without deductions from December 1, 2027.

None of the Executive Board members have been promised benefits beyond those stated in the
event that they end their employment relationship.
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Compensation paid to former Executive Board members

Total compensation paid to former members of the Executive Board and their surviving dependants
amounted to €15.8 million for fiscal year 2018/2019 (prior year: €19.0 million). For pension
obligations benefiting former members of the Executive Board and their surviving dependants,
€315.9 million (prior year: €279.8 million) was accrued in the financial statements under IFRS and
€237.3 million (prior year: €223.1 million) in the financial statements under German GAAP (HGB).

Compensation terms for Martina Merz and Dr. Klaus Keysberg from fiscal
year 2019/2020

In its meeting on September 27, 2019, the Supervisory Board resolved to delegate Martina Merz as
deputy to the Executive Board to carry out the role of Executive Board Chairwoman as of October 1 for
a maximum term of twelve months. In addition, effective October 1 the Supervisory Board appointed
Dr. Klaus Keysberg to the Executive Board of thyssenkrupp AG until July 31, 2024. The following
compensation terms were resolved:

= From October 1, 2019 Martina Merz will receive fixed compensation of €1,340,000 per year, an
annual target bonus of €1,250,000 and an LTI initial value of €2,000,000 per installment.
Instead of a company pension, Martina Merz will receive a fixed severance payment of €536,000
for each full calendar year. Due to the assumption at short notice of the position of Executive
Board Chairwoman for a maximum of twelve months, a housing and mobility allowance will also
be granted. In return, Martina Merz has waived certain other fringe benefits.

= From October 1, 2019 Dr. Klaus Keysberg will receive fixed compensation of €700,000 per year,
an annual target bonus of €680,000 and an LTl initial value of €1,050,000 per installment.

= The current system of compensation for the members of the Executive Board of thyssenkrupp AG
will apply, with the exception that Martina Merz will not be subject to the share ownership
guidelines due to her appointment for a maximum period of twelve months.

Supervisory Board compensation

The compensation of the Supervisory Board is subject to § 14 of the Articles of Association. In
addition to reimbursement of their expenses and a meeting attendance fee of €500, Supervisory
Board members receive annual base compensation of €50,000.

The annual compensation for the Supervisory Board chairman is €200,000 and for the vice
chairman €150,000. This also covers memberships and chairs of committees. The other
Supervisory Board members receive premiums for the chairs/memberships of specified committees
which are also defined in § 14 of the Articles of Association. Supervisory Board members who
serve on the Supervisory Board or a committee for only part of the fiscal year receive prorated
compensation.

The members of the Supervisory Board will receive total compensation, including meeting
attendance fees, for the reporting year of €1.83 million (prior year: €1.74 million). This includes
compensation paid to Supervisory Board members for directorships at Group companies in the
amount of €45,515 (prior year: €60,965).
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The individual members will receive the amounts listed in the following table:

SUPERVISORY BOARD COMPENSATION 2018/2019

Compensation for

Compensation from

Fixed compensation committee work Meeting fee directorships within the group  Total remuneration
all figures in € 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019 2017/2018 2018/2019
Martina Merz
(Chairwoman since
February 1, 2019)
(Member since
December 5, 2018) — 141,667 — —D — 36,000 — — — 177,667
Prof. Dr. Bernhard Pellens
(Chairman until
February 1, 2019) 62,500 112,500 49,167 45,208 14,500 40,500 — — 126,167 198,208
Prof. Dr. Ulrich Lehner
(Chairman)
(until July 31, 2018) 166,667 — —D — 15,000 — — — 181,667 —
Markus Grolms
(Vice Chairman) 150,000 150,000 —D —D 17,500 34,000 — — 167,500 184,000
Dr. Wolfgang Colberg
(since December 29, 2018) — 41,667 — — — 8,000 — — — 49,667
Prof. Dr. Dr. h. c.
Ursula Gather
(since January 19, 2018) 37,500 50,000 14,167 25,000 7,000 16,000 — — 58,667 91,000
Achim Hass 50,000 50,000 — — 4,500 4,000 21,550 5,400 76,050 59,400
Dr. Ingrid Hengster 50,000 50,000 — — 5,000 4,000 — — 55,000 54,000
Susanne Herberger 50,000 50,000 12,500 12,500 7,000 6,500 16,000 16,500 85,500 85,500
Tanja Jacquemin 50,000 50,000 20,000 20,000 6,000 7,000 — — 76,000 77,000
Prof. Dr. Hans-Peter Keitel
(until January 28, 2019) 50,000 16,667 50,000 12,500 16,000 3,500 — — 116,000 32,667
Dr. Norbert Kluge 50,000 50,000 — — 5,000 3,500 — — 55,000 53,500
Barbara Kremser-Bruttel
(since February 1, 2019) — 33,333 — — — 3,000 — — — 36,333
Tekin Nasikkol
(until February 1, 2019) 50,000 20,833 — — 5,000 1,000 1,315 1,565 56,315 23,398
Dr. Ralf Nentwig
(until January 19, 2018) 16,667 — 10,833 — 3,000 — — — 30,500 —
René Obermann
(until August 31, 2018) 45,833 — — — 3,500 — — — 49,333 —
Peter Remmler 50,000 50,000 12,500 12,500 7,500 6,500 16,500 16,750 86,500 85,750
Prof. Dr.-Ing. Siegfried
Russwurm
(since April 24, 2019) — 25,000 — 6,250 — 4,500 — — — 35,750
Carola v. Schmettow 50,000 50,000 6,250 12,500 9,000 12,500 — — 65,250 75,000
Wilhelm Segerath
(until September 30, 2018) 50,000 — 57,500 — 17,500 — — — 125,000 —
Dirk Sievers
(since October 2, 2018) — 50,000 — 57,500 — 35,000 — — — 142,500
Carsten Spohr
(until September 26, 2019) 50,000 50,000 — — 3,000 3,000 — — 53,000 53,000
Dr. Lothar Steinebach 50,000 50,000 23,125 28,333 8,000 9,500 — — 81,125 87,833
Jens Tischendorf 50,000 50,000 16,250 45,000 9,500 19,000 — — 75,750 114,000
Friedrich Weber 50,000 50,000 — — 5,000 4,000 5,600 5,300 60,600 59,300
Isolde Wiirz 50,000 50,000 — — 5,000 4,000 — — 55,000 54,000
Total 1,229,167 1,241,667 272,292 277,292 173,500 265,000 60,965 45,515 1,735,923 1,829,473

D Covered by fixed compensation in accordance with § 14 (3) of the Articles of Association
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The trade union affiliated employee representatives have declared they will pass their
compensation to the Hans Bockler Foundation in accordance with the guidelines of the German
Trade Union Confederation.

In the reporting year Supervisory Board members received no further compensation or benefits for
personal services rendered, in particular advisory and agency services. As in previous years, no
loans or advance payments were granted to members of the Supervisory Board, nor were any
guarantees or other commitments entered into in their favor.

thyssenkrupp stock

KEY DATA OF THYSSENKRUPP STOCK

2014/2015 2015/2016 2016/2017 2017/2018 2018/2019

thyssenkrupp stock
master data

Capital stock million € 1,449 1,449 1,593 1,593 1,593 ISINY

Number of shares (total) million shares 565.9 565.9 622.5 622.5 622.5 Shares  DE 000 750 0001

Market capitalization end September million € 8,873 12,008 15,613 13,534 7,912 ADRs?  US88629Q02075

Closing price end September € 15.68 21.22 25.08 21.74 12.71 Symbols

High € 26.30 22.27 26.83 26.41 20.90 TKA Frankfurt, Diisseldorf

Low € 15.25 12.84 19.77 18.86 9.41 TKAMY  ADRs (over-the-counter trading)
D International Stock Identification Number

Dividend per share € 0.15 0.15 0.15 0.15 —b ? American Depositary Receipt

Dividend yield % 1.0 0.7 0.6 0.7 —

Dividend payout million € 85 85 93 93 —

Earnings per share (EPS) € 0.55 0.52 (1.15) (0.10) (0.49)

Number of shares (outstanding?) million shares 565.9 565.9 566.3 622.5 622.5

Trading volume (daily average) million shares 2.6 2.7 2.6 3.1 5.1

D Proposal to the Annual General Meeting.
2 Weighted average

In fiscal 2018/2019 thyssenkrupp's stock clearly underperformed the benchmark indices. In
particular, the economic slowdown on the markets relevant to thyssenkrupp influenced the stock
price. The weak earnings and cash flow performance also had a negative impact. The publication
of the new strategy “newtk” in May provided significant positive impetus. Further information can
be found in the “Strategy” section. In the period that followed, however, the prevailing
macroeconomic concerns and geopolitical risks again shaped the stock’s performance.
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On September 4, 2019, Deutsche Bérse announced that thyssenkrupp’s stock would be included in
the calculation of the MDAX index from September 23, 2019 and would no longer be included in
the DAX from that date. The main reason for the index change is the decline in market capitalization,
which is the decisive criterion alongside trading volume for inclusion in the index.

On October 2, 2018 thyssenkrupp’s stock reached its fiscal year high at €20.90. At September 30,
2019 the stock stood at €12.71, down 41.5% from a year earlier; the DAX and STOXX 600
improved by 1.5% and 2.6% respectively in the course of the fiscal year.

PERFORMANCE OF THYSSENKRUPP STOCK RELATIVE TO DAX UND STOXX 600
Indexed, fiscal year 2018/2019
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Shareholder structure
The capital stock of thyssenkrupp AG amounts to €1,593,681,256.96 and is divided into
622,531,741 no-par bearer shares. Each share grants one vote at the Annual General Meeting.

The biggest shareholder in thyssenkrupp AG is the Alfried Krupp von Bohlen und Halbach
Foundation, Essen. The remaining shares are widely held internationally with focal points in North
America and the UK. thyssenkrupp AG holds no treasury shares. The free float generally taken into
account in the weighting of thyssenkrupp’s stock in stock market indices accounts for around 79%
of the capital stock. The share held by the Krupp Foundation is not included in the free float.

thyssenkrupp maintains an intensive dialogue with its shareholders at a large number of events. In the
fiscal year under review, we focused even more closely on the increasingly important issues of
environmental protection, social responsibility and governance. We have now entered into an ongoing
dialogue on governance issues with investors in Frankfurt, London, Paris and financial centers in
North America. The Chair of the Supervisory Board was also available for on-site discussions.
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Dividend proposal

Taking the earnings and financial situation of the Group into account, the Executive Board and
Supervisory Board will propose to the Annual General Meeting on January 31, 2020 to transfer the
unappropriated income of thyssenkrupp AG for fiscal year 2018/2019 in the amount of
€196,476,542.20 to other retained earnings and not to pay a dividend.
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Preliminary remarks

Combined management report

This management report combines the management report on the Group and the management report
on thyssenkrupp AG. In it we report on the course of business including business performance as well
as the position and the expected development of the Group and of thyssenkrupp AG. The information
on thyssenkrupp AG is presented in a separate section of the report on the economic position with
disclosures in accordance with HGB. The German Accounting Standard 20 (GAS 20) “Group
Management Report” was applied. Based on the integrated reporting approach we have used for
many years, the combined non-financial disclosures pursuant to §289b HGB are included in the
combined management report. An overview chart can be found in the section “Overview of non-
financial disclosures”.

This report follows thyssenkrupp’s internal management model.

In connection with the realignment of the Industrial Solutions business area, the Marine Systems
unit was taken out and has been managed as a separate business unit by thyssenkrupp AG since
October 1, 2018.

On June 13, 2019 the European Commission formally prohibited the planned steel joint venture
with Tata Steel Europe. The planned transaction, encompassing the Steel Europe business area,
thyssenkrupp MillServices & Systems GmbH from the Materials Services business area, and
individual companies which in 2017/2018 belonged to Corporate, therefore no longer meets the
criteria for presentation as a discontinued operation in accordance with IFRS 5 and has had to be
reclassified accordingly in the consolidated financial statements for fiscal year 2018/2019. Under
IFRS 5, the reporting has to be adjusted in such a way that in the statement of income, all
expenses and income of the discontinued steel operations in the current reporting periods of fiscal
year 2018/2019 are re-included in income from continuing operations, and analogously in the
statement of cash flows, all cash flows of the discontinued steel operations are re-allocated to
continuing operations. In each case the prior-period figures must be adjusted accordingly. In the
consolidated statement of financial position at September 30, 2019 the assets and liabilities of the
discontinued steel operations are no longer reported separately and the comparative period is
adjusted accordingly. A further element of the required adjustments is the retrospective recognition
of amortization and depreciation not charged due to classification as a discontinued operation,
amounting to €107 million in the 4th quarter 2017/2018 and €228 million in the 1st half
2018/2019 (in each case before tax).

The links are not part of the management report unless otherwise stated.
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Fundamental information about

the Group

Profile and organizational structure

Value proposition

With our broad technological expertise, we work to develop high-quality products and intelligent
industrial processes and services. We combine our engineering craftsmanship with strong
materials capabilities. Together with our customers we want to develop competitive solutions to the
challenges of the future in their individual sectors. Our aim is to promote efficient use of resources,
produce consumer and capital goods in a more eco-friendly way, and help create sustainable
infrastructures. Our technologies and innovations are key to meeting the wide-ranging needs of our
customers and markets around the world, achieving growth on the markets of the future, and
generating stable earnings, cash flows and value added. Diversity and global reach define
thyssenkrupp. We engage as entrepreneurs with a passion to perform.

The high standards we set ourselves and our shared values are documented in our mission
statement, which can be found on our website.

Organizational and management structure

In the past fiscal year our business operations were organized in five business areas: Components
Technology, Elevator Technology, Industrial Solutions, Materials Services, and Steel Europe. With
the European Commission’s prohibition of the planned steel joint venture with Tata Steel Europe in
June 2019, the Steel Europe business area was included in the reporting again as a “continuing
operation”. Further details on how this is accounted for in the consolidated financial statements
can be found in the section “Preliminary remarks” and in the Notes to the consolidated financial
statements.

The business areas are divided into business units and operating units. In connection with the
realignment of the Industrial Solutions business area, Marine Systems was taken out and has been
managed as a separate business unit since October 1, 2018. In 78 countries, 456 companies and
22 investments accounted for by the equity method are included in the consolidated financial
statements.

The Group is led strategically by thyssenkrupp AG. The Executive Board of thyssenkrupp AG sets
the strategy for the Group’s development.
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THYSSENKRUPP GROUP
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 From October 1, 2019 separated and managed by thyssenkrupp AG
2 From October 1, 2019 reassigned to Components Technology
3 Since October 1, 2018 managed separately as a business unit

As part of the strategic realignment resolved in May 2019, the existing corporate and administrative
structures are to be significantly streamlined. The aim is to operate in this new structure from the
start of 2020. More information is provided in the section “Strategy”. Until then we will continue to
operate in a multidimensional organizational structure (matrix structure) made up of operating
businesses, corporate functions, regions, and service units. Details can be found in the section
“Report on the economic position” under “Corporate at thyssenkrupp AG”.

In connection with the strategic realignment, the Components Technology business area was
refocused purely on automotive business effective October 1, 2019 and will be renamed
Automotive Technology. The bearings and forged technologies businesses were therefore removed
from this area and as of October 1, 2019 are being managed directly by thyssenkrupp AG. In the
future the two units will report under the name Industrial Components. A new addition to the
business area is System Engineering, which develops among other things production lines for the
auto industry and was part of Industrial Solutions up to September 30, 2019. Industrial Solutions is
to be renamed Plant Technology; after the removal of System Engineering this will comprise our
chemical plant, cement plant and mining equipment businesses. In addition the administrative
units of Corporate and the regions will be presented as Corporate Headquarters. The Service Units
and Special Units will be shown separately.
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More information on the strategic realignment can be found in the section “Strategy”.

Strategy

Strategic realignment

Since the resolution was passed in September 2018 to divide the Group into two much more focused
and efficient companies, the general parameters have changed significantly. Firstly the steel joint
venture with Tata Steel was prohibited by the European Commission, so we now intend to realign the
steel business on our own and make it sustainable. Secondly the worse-than-expected operating
performance of our businesses, the economic downturn and its impact on the business situation and
the capital market environment meant that the separation could not be implemented as planned. For
this reason thyssenkrupp reassessed the strategic options in May 2019 and decided on a realignment
under “newtk”. Based on the three principles “Performance first”, “Flexible portfolio” and “Efficient
organization”, the Group’s performance is to be decisively improved. In addition, the conditions are to

be put in place to enable the businesses to perform at their best and achieve leading market positions.

= “Performance first”

Increasing performance in all our businesses has priority. All our businesses are working on the
continued systematic implementation of the performance programs already introduced and where
necessary adding further measures. We have identified priority areas for implementation where we
see the biggest levers for improving our cash flow. We have also identified businesses which are
currently not competitive or where the current market situation calls into question whether they
can be positioned competitively within the Group from today’s perspective. These are Springs and
Stabilizers (chassis components for the auto industry), System Engineering (construction of
production lines for the auto industry) and Heavy Plate (steel plate for construction, shipbuilding
and pipelines, among others). These three businesses represent four percent of the Group’s sales
but a substantial share of our negative business cash flow. For these businesses, which are now
under review, restructuring plans are currently being developed. If restructuring proves
unsuccessful or not possible, other strategic options will be examined. The steel business faces
particular challenges. Here the aim is on the one hand to address the structural problems in the
European steel industry and on the other to mitigate the effects of the current market dislocations,
characterized by weaker customer demand and high and volatile raw material prices. A
corresponding future strategy for the business is currently being developed. As part of
“Performance first” we will also be focusing more strongly on our performance culture throughout
the Group and pressing significantly harder to continuously enhance our competitiveness. This will
also involve reviewing our key performance indicators and the logic behind them as well as the
associated compensation systems.
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= “Flexible portfolio”

In the future we will measure our success on how well our businesses perform — not on whether
we own a majority stake in them. Accordingly we are considering which is the right portfolio
strategy for the businesses or individual parts of them. With regard to the automotive
components businesses, the key factor will be deciding on a set-up to tackle the big changes in
the sector such as e-mobility and autonomous driving. In plant engineering the increasing
competitive pressure above all from Asia raises the question of whether the businesses could
develop better through partnerships, mergers or other options. In the materials businesses the
Group continues to see options for consolidation. Size is strategically relevant here.

The most important portfolio measure is the partial IPO of Elevator Technology resolved in May.
However, in parallel with preparations for the IPO, the Group is also examining the bids received
from strategic and financial investors. The intention is to ensure that we make the best decision for
thyssenkrupp and its stakeholders going forward. The aim is to significantly strengthen the Group’s
capital base and increase our financial leeway to tackle the necessary restructurings and make our
businesses fit for the future. Preparations for the IPO of the elevator business are proceeding
according to plan. The aim is to complete the carve-out by the end of 2019. Depending on the
capital market environment, we intend to carry out the IPO in the course of fiscal year 2019/2020.
“Efficient organization”

To enable them to operate more successfully on the market, the strategic realignment will give the
businesses more entrepreneurial freedom but also more responsibility. The Group’s organizational
setup will be leaner and more agile, which will also reduce costs. We are currently defining the
future organizational and management structures in each of the business segments and at the
headquarters. The aim is to start working in the new structure from the beginning of 2020. We plan
to further reduce costs at Corporate. Some success with this was already achieved in the reporting
year, with Corporate improving altogether by €71 million to €(306) million. We expect further
savings from the streamlining of our management structures as well as cost reductions in the
individual businesses. More information is provided under “Business area review” in the section
“Report on the economic position”.

Business opportunities

Business opportunities are arising for thyssenkrupp from global mega trends that require more and
better solutions: Demographic change, urbanization, the strong growth of mega cities, and
globalization mean that global demand is rising (“more”). At the same time the requirements to be
met by the solutions offered are increasing (“better”). The result is that we need to use resources
efficiently, reduce the environmental impact of producing consumer and capital goods, and build
more sustainable infrastructure. At the same time an increasingly connected world requires
intelligent products and solutions.
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BUSINESS OPPORTUNITIES FOR THYSSENKRUPP

Meeting demand for “more” g through leading J in a “better” way.
engineering expertise
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More consumer and
capital goods

Climate change
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renewable energies

Urbanization
More infrastructure
and buildings

Finite resources
Efficient resource and energy
use, alternative energies

Globalization
More resources
and energy use

Regulatory and political
Compliant products
and services

Digitization
More digital
value creation

Increasing connectivity
Intelligent products and
holistic solutions

We use our engineering expertise and materials capabilities to develop tailored technological and
competitive solutions to meet the current and future requirements of our customers and markets
and to satisfy the demand for “more” in a “better” way. We do this in many areas with our
technologies, industrial processes, materials, and services, both in industrialized countries and in
emerging markets. A key role is played by our brand and our brand promise summed up in our
slogan “engineering.tomorrow.together.”

More information on the business opportunities of our business areas can be found in the
“Opportunity and risk report” section, subsection “Operational opportunities of the businesses”

Management of the Group

The indicators used throughout the Group for profitability, value added and liquidity form the basis
for operational and strategic management decisions at thyssenkrupp. We use them to set targets,
measure performance and determine variable components of management compensation. For us,
the most important financial indicators — the key performance indicators in accordance with
GAS 20 - are adjusted earnings before interest and taxes (adjusted EBIT), thyssenkrupp Value
Added (tkVA) and free cash flow before M & A (FCF before M & A).

As part of the strategy process the Group’s Executive Board defines long-term targets, also for the

businesses. These form the framework for the short and medium term financial targets and also for
the budget and medium term plans which are prepared by all units.
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THYSSENKRUPP — KEY PERFORMANCE INDICATORS

Profitability Value added Liquidity

Operating earnings EBIT Operating cash flow

+/— operational components of +/— cost of capital +/— cash flows from investing
financial income activities

EBIT tkVA Free cash flow

+/— cash inflows/ outflows from
material M &A transactions

+/— special items

Adjusted EBIT Free cash flow before M&A

Adjusted EBIT

EBIT shows the profitability of a unit. It contains all elements of the income statement relating to
operating performance. This also includes items of financial income/expense that can be
characterized as operational, including income and expense from investments where there is a
long-term intention to hold the assets. Adjusted EBIT is EBIT adjusted for special items, i.e.
excluding disposal losses/gains from M&A (mergers & acquisitions) transactions, restructuring
expenses, impairment charges/impairment reversals and other non-operating expenses and
income. It is more suitable than EBIT for comparing operating performance over several periods.

The adjusted EBIT of the Group and the business areas and the special items are described in
detail in the sections “Group review” and “Business area review” in the report on the economic
position. Please also refer to the reconciliation in the segment reporting (Note 24).

tkVA

tkVA is the value created in a reporting year. This indicator enables us to compare the financial
performance of businesses with different capital intensity. tkVA is calculated as EBIT minus or plus
the cost of capital employed in the business. Capital employed mainly comprises fixed assets,
inventories and receivables. Deducted from this are certain non-interest-bearing liability items such
as trade accounts payable. To obtain the cost of capital, capital employed is multiplied by the
weighted average cost of capital (WACC), which includes equity, debt and the interest rate for
pension provisions.

Information on tkVA in the reporting year can also be found in the section “Group review”.
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FCF before M&A

FCF before M&A permits a liquidity-based assessment of performance in a period by measuring
cash flows from operating activities excluding income and expenditures from material portfolio
measures. It is measured as operating cash flow less cash flows from investing activities excluding
cash inflows or outflows from material M & A transactions. This too links more directly to operating
activities and facilitates comparability in multi-period analyses.

A reconciliation and details on the development of FCF before M & A are provided in the analysis of
the statement of cash flows in the section “Results of operations and financial position”.

Definition change from 2019/2020

With effect from fiscal year 2019/2020 the definition of FCF before M &A has been changed. This
relates to business transactions under IFRS 16. Leases are treated as financed purchases and
accordingly recorded directly on the balance sheet.

Targets

Financial targets

In implementing “newtk”, we aim to ensure that all our businesses are among the best in their
respective sectors in terms of performance and accordingly generate positive earnings and cash
flow contributions for thyssenkrupp.

Our goal is for thyssenkrupp to sustainably generate positive free cash flow before M&A and create
value.

Against the background of the current uncertain economic environment and the resulting limited
visibility, in particular with regard to price and volume effects at our cyclical businesses, as well as
the costs of restructurings, the underlying programs for which we are currently developing and the
extent of which in individual fiscal years will also depend on the speed at which they can be
implemented, we cannot yet reliably determine the values and timing for achieving these goals.

In addition, possible forthcoming portfolio changes under the “flexible portfolio” initiative may also
have an impact on the Group’s key financial figures.

More information on our key performance indicators can be found in this section under

“Management of the Group”; more information on “newtk” can be found in this section under
“Strategy”; details on the forecast for the current fiscal year are provided in the forecast report.
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Sustainability and Indirect Financial Targets

Sustainability is a core component of our corporate strategy. Strategic sustainability management
is coordinated by the corporate function Technology, Innovation & Sustainability. Together with
other corporate functions and the business areas it continuously identifies the requirements of our
stakeholders and develops corresponding targets and measures to improve our performance.
Sustainability activities in the Group are managed by the Sustainability Committee. It consists of
the Group Executive Board, the CEOs of the business areas, and heads of various corporate
functions, and decides on measures and on our Indirect Financial Targets (IFTs). Implementation is
the responsibility of the corporate functions and business areas, who report regularly on progress.

Indirect Financial Targets to secure continuous improvement

The Sustainability Committee has set Indirect Financial Targets in the areas technology and
innovations, environment, climate, energy, purchasing and people. Progress towards these targets
is factored into variable compensation for the Group Executive Board and business area boards via
the sustainability multiplier (more information can be found in the compensation report). In the
reporting year almost all Indirect Financial Targets were achieved or are on track to being met.

Our understanding
of sustainability

Economy

Products

Processes
Supply chain

Society Environment

OVERVIEW OF INDIRECT FINANCIAL TARGETS

Group overall Sept. 30,2018  Sept. 30, 2019

Change Section

Annual energy efficiency gains of 200 GWh in 2018/2019 GWh 253 325

— Climate, energy, environment

100% of relevant activities covered by ISO 50001

energy management system by 2019/2020 % 83 100 +17% points  Climate, energy, environment

100% of relevant activities covered by ISO 14001

environmental management system by 2019/2020 % 91 94 +3% points  Climate, energy, environment
Sustainable adjusted R&D intensity of around 2.5% % 2.5 2.5 — Technology and innovation
15% share of women in leadership positions by 2019/2020 % 12 12.6  +0.6% points Employees
2.0 accidents per million hours worked by 2020/2021 and Accidents per million

improvement of at least 10% a year hours worked 3.0 2.6 -13% Employees
100 supplier sustainability audits each year # 173 143 -30 Purchasing

A new energy efficiency target has been adopted: in fiscal year 2019/2020 energy efficiency gains
of 150 GWh are to be achieved.

In the reporting year thyssenkrupp also set concrete targets for reducing greenhouse gas
emissions by 2030. More details can be found in the section “Climate, energy and environment”.

Details on the individual Indirect Financial Targets can be found in the sections of this management
report listed in the table.
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Report on the economic position

Macro and sector environment

Expected global economic growth in 2019/2020 much weaker than in
previous years

Global economic growth was muted in the first half of 2019. While in the industrialized countries
growth slowed over the course of the year, in the emerging markets the economic momentum
picked up slightly — albeit from a low level. Industrial sectors in particular are in a downturn, while
consumer goods and the services sector are performing more positively — though here too
momentum is slowing. There has even been a downward trend in global trade since the start of the
year. The simmering trade conflicts and numerous other political uncertainties are having a
negative impact, particularly on global investment. In response both the US Federal Reserve and
the European Central Bank have resumed monetary easing. After increasing by 3.7% in 2018,
global GDP is expected to show far weaker growth of just 2.9% in 2019. For 2020 only a slightly
higher rate of growth of 3.0% is forecast. With continuing expansionary monetary policy, the
average growth rate in the industrialized countries is expected to be around 1.5% in 2019 and
2020. In the emerging markets economic output should increase by 4.1% in 2019 and 4.3% in
2020.

The global growth outlook remains marked by major uncertainty. Current risk factors result from
geopolitical imponderables: It is uncertain whether the trade conflicts will escalate further and how
the numerous global flashpoints (e.g. USA/Iran) will unfold. A sharper slowdown in China could
also have a dampening effect. Dependent on the price situation for oil and raw materials, the
economy in numerous raw materials exporting countries remains fragile. On top of this in Europe
there remains a lack of clarity concerning the timing and modalities of Brexit, which could weigh on
investment — above all in Britain itself but also in the other countries of the European Union. There
are also risks in the financial area in general, because in recent years debt has mushroomed both
in numerous industrialized countries and in many emerging economies. At the same time as a
result of expansionary monetary policy the prices for various investment forms such as shares,
bonds and real estate have increased in some cases to historic levels.

Economic activity in the euro zone remains subdued, with quarter-on-quarter growth in the first two
quarters of 2019 of just 0.4% and 0.2%. The sentiment indicators continue to show a mixed picture.
While the economic climate for export-oriented manufacturing firms significantly deteriorated, the
more domestic market-oriented service sector and private households continue to profit from a
healthy labor market and rising incomes. Overall we anticipate economic growth rates in the euro zone
of just 1.1% in 2019 and 1.0% in 2020.
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The German economy is on the brink of recession. After increasing by 0.4% at the start of the year,
GDP contracted by 0.1% in the 2nd quarter of 2019. Foreign trade weighed on GDP, with the
country’s export-oriented industry particularly affected by the trade conflicts, while the domestic
market provided positive growth impetus. Weak figures from retailers and manufacturers point to a
further GDP contraction in the 3rd quarter. As a result overall economic output is forecast to
increase by only 0.5% in 2019. With a slight upturn in the global economy, the positive effect of the
number of working days, and a continuing favorable labor market situation, we expect a slightly
higher growth rate of 0.8% in 2020.

The US economy is also losing momentum. After strong expansion at the start of the year, quarter-
on-quarter GDP growth in the 2nd quarter slowed to 0.5%. The main reason was a decline in both
exports and business spending; the consequences of the international trade restrictions could have
had a negative impact here. However, consumer and government spending provided positive
growth impetus. The latest sentiment indicators point to a further slowdown over the course of the
year. Overall the US economy is expected to expand by 2.3% in 2019 and 1.8% in 2020.

Economic momentum in China will continue to weaken in 2019. After 6.6% growth last year,
economic growth is expected to slow to 6.2% this year; for 2020 a further decline in the rate of
expansion to 5.8% is forecast. Exports are currently particularly weak on account of the trade
conflicts, while the services sector is contributing to GDP growth. This situation supports the
government’s plans to accelerate the structural change towards higher value-added industries and
services. To ensure growth does not slow too quickly within this process over the next few years,
infrastructure investment is likely to be increased. However, to avoid exacerbating the existing debt
problem, the government’s scope for additional spending is limited.

Economic growth in India slowed significantly in the 1st half of 2019. The main reason was the
crisis in the shadow banking sector, triggered by the insolvency of a credit company, which led to a
drastic fall in lending by shadow banks. Small businesses and private households were particularly
affected. Overall Indian GDP growth is expected to slow to 5.8% in 2019, accelerating again to
6.6% in 2020. Impetus for this will come from fiscal policy; the infrastructure program passed at
the end of 2017 should also fuel expansion.

While economic growth in Brazil picked up noticeably in the 2nd quarter of 2019, sentiment indicators
continue to paint a subdued picture. Structural reforms are progressing only slowly and the conflict over
the future of the Amazon rain forest is creating additional uncertainty. We therefore expect economic
growth of only 0.8% this year, rising to 1.4% in 2020.

In Russia economic activity declined at the start of the year, a result of the value added tax increase.

Although the economy has picked up over the course of the year, there are no signs of sustained
strong growth. Alongside the country’s structural problems, the production cutbacks recently
agreed with OPEC will negatively impact oil revenues. Overall the Russian economy is forecast to
expand by only 1.0% this year and 1.6% in 2020.
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Investment restraint weighing on industrial activity

Automotive — Already down year-on-year in 2018, global car and light truck production will be
clearly lower again in 2019. A further slight decrease is expected for 2020. Output is forecast to
decrease by 5% to 86.6 million units over the full year 2019, and then by 0.6% to 86.1 million
units in 2020 (fully assembled vehicles only, not including CKD units).

Most of the global markets are showing a downturn. In particular the world’s biggest market, China,
was much weaker than the year before from the 2nd half of 2018. With this trend continuing for
more than a year, a sharp drop in output by 9% to 24.2 million units is forecast for the full year
2019. For 2020 there are currently signs of a slight recovery by 0.4% to 24.3 million units, though
this outlook is highly uncertain.

In Western Europe the introduction of the WLTP cycle in 2018 had a greater than anticipated impact
on output, which was down by around 3%. For 2019 further consolidation is expected which will
see production fall by almost 6% year-on-year before the situation stabilizes again in 2020. Above
all trade conflicts and uncertainties are weighing on production. After plunging 8% in 2018,
German auto production is expected to fall sharply again in 2019 to no more than 4.9 million units
(down 7% year-on-year). German manufacturers are currently feeling the impact of lower sales in
key export markets such as the United Kingdom, USA, Spain and ltaly. For 2020 growth is
expected to resume at a much lower level.
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In North America a 2% year-on-year decline in output is forecast for 2019 and 2020. US
production is expected to fall by 1.4% to 10.9 million units in 2019, followed by an almost

sideways movement (down 0.2%) in 2020.

After strong 6% growth in output to 4.6 million units in 2018, auto production in India is expected to
drop by over 11% in 2019. Rising interest rates and higher cost of ownership are cited as the reason
for diminishing demand. For 2020 output is expected to fall by only a moderate 2% to 4 million units.

After bottoming out in 2016, auto production in Brazil bounced back and continued to rise. With
domestic demand strong, production growth is currently inhibited by a steep decline in sales in
Argentina, one of Brazil’'s main export markets. Growth of over 3% is forecast for 2019 and 2% for

2020. This would see an increase in output to almost 2.9 million units in 2020.

IMPORTANT SALES MARKETS

2018 2019? 2020
Vehicle production, million cars and light trucks?
World 91.0 86.6 86.1
Western Europe (incl. Germany) 14.3 13.4 13.4
Germany 5.3 4.9 5.1
USA 11.0 10.9 10.8
Mexico 3.9 3.9 3.7
Japan 9.2 9.3 8.9
China 26.6 24.2 24.3
India 4.6 41 4.0
Brazil 2.7 2.8 2.9
Machinery production, real, in % versus prior year
Germany 2.4 (2.4) (2.0)
USA 7.1 2.0 1.0
Japan 5.4 (3.8) 2.2
China 9.2 6.8 6.7
Construction output, real, in % versus prior year
Germany 3.1 2.7 1.6
USA 2.9 0.8 2.3
China 4.4 5.4 4.0
India 8.7 6.5 8.2

Y Forecast (September/October 2019)
2 Passenger cars and light commercial vehicles up to 6t (completely built up vehicles only; without so-called CKD units)
Sources: IHS Markit, Oxford Economics, national associations, own estimates
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Machinery — The growth in production in the global machinery sector will be significantly weaker in
2019 than the year before, due mainly to a loss of momentum on the capital goods markets. In
China for example the pace of expansion in 2019 will be down from the year before at around 7%,
and will stay at roughly this level in 2020. After a strong prior year, the US machinery sector is
expected to report much weaker production growth of just 2% in 2019 due to a slowdown in capital
spending. For 2020 we anticipate even lower growth. After solid growth in 2018, European
machinery production is expected to contract by 1% this year; in 2020 a recovery is expected with
growth of around 1%.

In the German machinery sector orders up to August 2019 were down year-on-year by 9% in real
terms, with domestic orders and exports equally affected. The slowdown in the sector is also
reflected in capacity utilization, which decreased from around 89% in January to almost 87% in
July. Production to July 2019 was down 1.4% year-on-year. The downward trend continues; in
view of the cyclical and political risks the outlook for business and exports is pessimistic. For this
reason the growth forecast for production of the German machinery sector for 2019 was revised
downwards again. The weaker global economy, extensive trade restrictions, geopolitical
dislocations, and the radical structural change in the auto industry are holding back investment
worldwide. Output in Germany is therefore expected to be over 2% down from the prior year this
year. A further 2% drop in output is expected for 2020.

Construction — Construction activity in the euro zone is expected to grow by 3.1% in 2019 and 1.8%
in 2020. In Germany the construction market is strong in 2019. Above all the upward trend in
housing construction is expected to continue unbroken into the future. Conditions here remain very
attractive, with households continuing to profit from the favorable income trend of recent years and
high employment. Added to this are low mortgage rates as well as further financial incentives in the
form of family housing grants. Growth in commercial and public sector construction will be slightly
slower than in previous years. Overall construction output in Germany is expected to rise by almost
3% in 2019 and only slow slightly in 2020.

After rising to around 5.5% in 2019, construction growth in China will fall again to 4% in 2020 on
account of the government’s efforts to cool the overheating property market, particularly in the big
cities, and contain rising debt. The US real estate market looks to be losing momentum this year. In
the first half of the year, the number of building starts decreased three months in a row. House
prices have increased year-on-year by only around 2% (according to S&P Case-Shiller 20-City
Composite Home Price Index), after rising by over 6% in the first half of 2018. After growth of
around 3% in 2018, US construction activity will grow by only around 1% in 2019. For 2020 growth
of over 2% is forecast.

Steel — The international steel industry remains in troubled waters in 2019. The slowdown in global
industrial activity, particularly affecting the automotive sector, global trade conflicts, geopolitical
tensions and the resultant uncertainties and risks have massively impacted the steel markets.
Nevertheless there are signs that global steel demand will increase slightly to almost 1.78 billion
tons of finished steel, though this is mainly due to the continued expansion in China. Driven by the
construction sector and with the support of state stimulus programs, Chinese steel demand is
expected to rise by around 4%. Without China, however, global steel demand overall is muted. Only
the emerging economies of Asia and the CIS continue to show noticeable growth in demand for
steel. An increase of around 1% is forecast for both North America as a whole and the USA. The
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South American market will record a sideways movement overall, with only Brazil achieving slight
growth of around 2%. However, in all other regions the steel markets are flat or falling.

In 2019 steel demand in the EU is expected to be over 1% down from the year before not least as a
result of the drop in production in the auto industry. In particular continued solid growth in the
construction sector will in all probability prevent a major collapse. With its export-focused economy,
Germany is particularly affected by the negative trends: industrial production has been in decline
since mid-2018 and the steel market is expected to contract by 6% in 2019. Turkey is now in the
second year of a serious economic and currency crisis; due to the sharp downturn in construction
activity and auto production in the country, steel demand will likely fall further by almost 15% in
2019.

Continuing structural overcapacities worldwide, creating severe dislocations in global steel trade
flows, as well as volatile raw materials markets are intensifying the difficult economic conditions
and the uncertain geopolitical environment.

In the first half of 2019 the flat carbon steel market in the EU decreased by around 4% year-on-year.

According to leading indicators, a recovery is not expected for the rest of the year. This downturn
was driven not least by the automotive industry, a major factor affecting flat steel demand, and its
suppliers. For the European steel industry the competitive situation remains tight. Imports from
third countries, which reached a ten-year high in 2018 and led to a record share of imports of
almost 20%, persisted at a high level overall. To protect against diversions of trade flows into the
EU as a result of the US tariffs on steel imports, the EU Commission imposed safeguard measures
at first provisionally in 2018, then definitively from February 2019. These have so far not had a
major limiting effect on overall imports. Imports from Turkey increased significantly for the fourth
year in a row; in the 1st half of 2019 Turkey alone accounted for around 25% of flat carbon steel
imports into the EU. Cyclically lower demand coupled with oversupply put severe pressure on prices
in the European flat steel market. The downward trend on the spot markets which began in the 4th
quarter of 2018 continued up to the end of the fiscal year, after which there were no signs of an
end to the price slide.

With continued weak economic growth prospects and persistent high risks, global steel demand is
expected to rise more slowly in 2020 by around 1% to 2%. Visibility is exceptionally low and the
downside risks predominate. The growth of the Chinese steel market will slow considerably; a rise
of around 1% is forecast. For the other emerging economies we anticipate a strong recovery in
demand, with India and the ASEAN states remaining on a robust growth track. In the industrialized
countries, growth in steel demand will be subdued. For the USA growth of less than 1% is forecast.
We expect an increase of 1% in the EU and 2% in Germany, which in each case would signify a
moderate recovery from a low prior-year basis. With continued overcapacities worldwide and rising
protectionism, import pressure on the European steel market is likely to remain high.
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Summarized assessment by the Executive Board

With “newtk” thyssenkrupp launches strategic realignment

The announced prohibition of the steel joint venture by the European Commission and changed
framework conditions — the economic downturn and its effects on business and our stock
performance — caused thyssenkrupp to abandon plans to separate the Group into two independent
companies. Instead, the Company reassessed its strategic options and decided on a strategic
realignment under “newtk”. More information on our strategic realignment is provided under
“Strategy” in the section “Fundamental information about the Group”.

In the reporting year our targets for adjusted EBIT were clearly missed. Earnings were impacted in
particular by the weaker than expected economic trend and lower automotive demand, mainly in
China. The resultant negative price and volume effects had a considerable impact on the
performance of our cyclical auto components and materials businesses. The negative performance
of the springs and stabilizers business combined with higher costs for the startup of new customer
projects and the remeasurement of the order portfolio also had a negative impact on Components
Technology. At the same time, business with industrial components performed in part significantly
better than in the prior year so that overall Components Technology increased its contribution to
earnings. Despite higher costs owing to higher material prices in the USA, Elevator Technology’s
earnings increased. Alongside efficiency programs, this was mainly the result of significant growth in
service business in the USA and China. At Industrial Solutions earnings in chemical and cement plant
and mining equipment were down from the prior year due to lower margins on projects in billing as
well as partial underutilization. However the biggest factor affecting earnings was System Engineering
due to the cyclical decline in demand for production systems for the automotive industry and lower
margins on projects in billing. Marine Systems stabilized its earnings in particular thanks to the
absence of one-time project expenses and higher sales, although lower margins for projects in billing
had a negative impact. Business at Materials Services was characterized by falling market prices
and very weak demand, especially in the warehousing and direct-to-customer businesses and in
the automotive-related service centers in Europe. The positive trend in North America was unable
to offset this. At Steel Europe significantly lower shipments coupled with higher costs — particularly
significantly increased raw materials costs — led to a sharp drop in earnings. Corporate’s contribution
to adjusted EBIT improved significantly, mainly due to the faster than planned implementation of
measures to reduce administrative costs at headquarters and in the regional organization.
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The Group’s net loss was higher year-on-year, mainly reflecting the operating performance
described above. In addition, the increase in a provision by more slightly more than €100 million
for risks from a cartel case at Steel Europe as well as expenses for necessary restructurings for
future improvements had a negative impact. Lower tax expense resulting from the capitalization of
deferred taxes and improved interest income were unable to compensate for these developments.

Free cash flow before M & A for the full year was down sharply from the prior year. The significantly
higher net working capital requirement in particular of our materials businesses led to clearly
negative FCF before M & A after 9 months. Strongly positive FCF before M & A with positive business
cash flow contributions from our materials businesses as well as Components Technology and
Elevator Technology in the 4th quarter could no longer compensate for this, so that FCF before
M & A for the full year was negative.

The Group’s net financial debt at €3.7 billion was clearly higher than the prior-year figure
(€2.4 billion), mainly reflecting the above-mentioned effects as well as the dividend payment.

The Group’s equity at €2.2 hillion was down sharply against the prior year (€3.2 billion). The main
drivers were the net loss for the reporting year, the losses recognized in other comprehensive
income from the remeasurement of pensions and similar obligations due to lower interest, and the
dividend payment.

On account of the developments described above, gearing at the balance sheet date was 166.8%
(prior year: 73.8%) and thus within the covenant limit. With cash and cash equivalents and undrawn
committed credit lines totaling €7.3 billion (September 30, 2019) and a balanced maturity profile,
thyssenkrupp remains solidly financed.

More information on our target achievement in the reporting year can be found in the “Forecast-
actual comparison”. Details of our business performance are included in the “Group review” and
“Business area review”. Details of our forecast for the current fiscal year and our opportunities and
risks are contained in the “Forecast, opportunity and risk report”.
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Key figures for the Group versus the prior year are shown in the following table:

THYSSENKRUPP IN FIGURES

Group??
Year ended Year ended

Sept. 30,2018 Sept. 30, 2019 Change in %

Order intake million € 41,486 41,994 507 1
Net sales million € 41,534 41,996 462 1
EBIT» million € 937 272 (665) (71)
EBIT margin % 2.3 0.6 (1.6) (71)
Adjusted EBIT® million € 1,444 802 (642) (44)
Adjusted EBIT margin % 3.5 1.9 (1.6) (45)
Income/(loss) before tax million € 561 (83) (644) -
Net income/(loss) or earnings after tax million € (12) (260) (248) --
attributable to thyssenkrupp AG’s shareholders million € (62) (304) (241) -
Earnings per share (EPS) € 0.10) (0.49) (0.39) --
Operating cash flows million € 1,184 72 (1,113) (94)
Cash flow for investments million € (1,386) (1,443) (58) 4)
Cash flow from divestments million € 87 108 22 25
Free cash flow® million € (115) (1,263) (1,149) --
Free cash flow before M & A million € (134) (1,140) (1,007) -
Net financial debt (Sept. 30) million € 2,364 3,703 1,339 57
Total equity (Sept. 30) million € 3,203 2,220 (983) (31)
Gearing (Sept. 30) % 73.8 166.8 93.0 126
ROCE % 6.0 1.6 4.3) (73)
thyssenkrupp Value Added million € (322) (1,068) (746) -
Dividend per share € 0.15 —5 — —
Dividend payout million € 93 —9 — —
Employees (Sept. 30) 161,096 162,372 1,276 1

 Prior-year figures have been adjusted due to the adoption of IFRS 15.
2 See preliminary remarks.

9 See reconciliation in segment reporting (Note 24).

4 See reconciliation in the analysis of the statement of cash flows.

9 Proposal to the Annual General Meeting.

Forecast-actual comparison

In a persistently weaker than expected economic environment, the targets set at the start of the
reporting year for the key performance indicators adjusted EBIT, free cash flow before M &A, and
thyssenkrupp Value Added (tkVA) were clearly missed.

The target for adjusted EBIT which we set at the beginning of the fiscal year was not met. This was
mainly due to the persistently weaker than expected economic trend. The resultant negative price
and volume effects weighed on the performance in particular of our cyclical auto components and
materials businesses. Accordingly, in our interim report on the 1st half we lowered our adjusted
EBIT target for the Group. This also reflected the adjustment of the reporting to re-include the Steel
Europe business area as a continuing operation, which became necessary after the announced
prohibition of the planned steel joint venture by the European Commission. Further information on
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this is provided in the section “Preliminary remarks”. In addition Elevator Technology’s adjusted
EBIT in the 1st half was impacted by higher costs as a result of material and selling cost
developments in the USA due to material import tariffs and also in China. Other factors at Industrial
Solutions were the continued difficult market environment for cement and the decline in demand for
production systems for the auto industry. Meanwhile at Corporate measures to reduce G&A costs at
the headquarters and in the regional organization progressed faster than expected.

However, the adjusted EBIT target set in the 1st half-year was not met. In addition to continuing
weak economic conditions with no pick-up in demand for cars particularly in China, the sharp rise
in raw materials costs and import pressure for steel continued to weigh heavily on volumes and
margins especially in our auto components and materials businesses. Accordingly, in the 9-month
report we further lowered our forecast for adjusted EBIT and ultimately achieved it with a figure of
€802 million.

The target set at the start of the reporting year for free cash flow before M&A (FCF before M &A),
which applied only to the continuing operations, was adjusted in the 1st-half report following the re-
inclusion of Steel Europe as a continuing operation. The new target for the Group also reflected the
weaker earnings performance in the 1st half-year explained above. The continued weakness of the
economy in the 2nd half, the dislocations on the raw materials markets, and the import pressure for
steel weighing on volumes, margins and net working capital were taken into account with the revised
forecast in the 9-month report. This revised target for FCF before M & A was met.

Owing to the impacts on earnings, tkVA was lower year-on-year and below our original target; we
revised our target in the financial statements for the 1st half.

More information on the factors that influenced the development of earnings is contained in the
sections “Group review” and “Business area review”.

The following chart contains details on the forecasts, updated in each case on publication of the

interim reports on the 1st half and the first 9 months of the reporting year, and the actual results in
2018/2019:
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FORECAST AND ACTUAL RESULTS FOR FISCAL YEAR 2018/2019

Forecast in
annual report 2017/2018

Update in interim report
1st half 2018/2019

Update in interim report
9 months 2018/2019

Actual fiscal year 2018/2019

Sales Growth in low single-digit
(continuing operations) percentage range
+1%;
Sales (Group) At prior-year level on comparable basis: +0%
Growth in mid single-digit Growth in low single-digit +4%;
Components Technology percentage range percentage range on comparable basis: +2%
Growth in low single-digit Growth in mid single-digit +5%;
Elevator Technology percentage range percentage range on comparable basis: +4%
Clear recovery in almost double- +10%);
Industrial Solutions digit percentage range Clear recovery on comparable basis: +10%
+30%;
Marine Systems on comparable basis: +30%
—6%;
Materials Services on comparable basis: (7)%
—4%;

Steel Europe

on comparable basis: (5)%

Adjusted EBIT
(continuing operations)

> €1 billion

Adjusted EBIT (Group)

€1.1-€1.2 billion

Around €0.8 billion

Year-on-year decline by
€642 million
to €802 million

Components Technology

Clear recovery from increase in
sales and clear improvement in
margin

Recovery from increase in sales

and slight improvement in
margin

Improvement by €35 million
to €233 million

Elevator Technology

Improvement from increase in
sales and margin

Improvement from increase in

sales and stable margin

Improvement by €42 million
to €907 million
with stable margin of 11.4%

Industrial Solutions

Clear improvement with gradual
progress during the year towards

break-even

Slight improvement with
progress in 2nd half

Slightly lower year-on-year

Decline by €43 million
to €(170) million

Marine Systems

Clear improvement towards
break-even

Improvement by €129 million
to €1 million

Materials Services

Slightly lower year-on-year

Clearly lower year-on-year

Decline by €211 million
to €107 million

Steel Europe

Positive contribution to adjusted

EBIT of the Group

Clearly lower year-on-year

Decline by €655 million
to €31 million

Corporate

Almost at prior-year level

At prior-year level

Clear improvement year-on-year

Improvement by €71 million
to €(306) million

Income after taxes (continuing

operations)

Clear improvement to a
positive figure again

Net income (Group)

Negative

Decline by €248 million
to €(260) million

Investments
(continuing operations)

Around €1.0 billion

Investments (Group)

Around €1.5 billion

Increase by €58 million
to €1,443 million

FCF before M&A
(continuing operations)

Clear improvement year-on-

year but still negative overall

FCF before M & A (Group)

Negative in high 3-digit
million € range

> €1 billion negative

Decline by €1,007 million
to €(1,140) million

tkVA (Group)

Positive and clearly higher
year-on-year

Clearly lower year-on-year

Decline by €746 million
to €(1,068) million

62



@OWE

thyssenkrupp annual report 2018/2019
2 Combined management report | Report on the economic position

Group review

Course of business
Order intake and sales with growth, adjusted EBIT down sharply year-on-year

ORDER INTAKE

Change on a

Year ended Year ended comparable basis?

million € Sept. 30, 20182 Sept. 30, 2019 Change in % in %
Components Technology 6,595 6,996 6 5
Elevator Technology 7,853 8,171 4 2
Industrial Solutions® 4,541 3,735 (18) (18)
Marine Systems? 648 2,192 238 238
Materials Services 14,544 13,868 (5) (6)
Steel Europe 9,157 8,784 (4) (4)
Corporate 190 198 4 4
Consolidation (2,042) (1,951) — —
Group® 41,486 41,994 1 0

D Excluding material currency and portfolio effects.
2 Prior-year figures have been adjusted due to the adoption of IFRS 15.
% See preliminary remarks.

Order intake higher year-on-year

Order intake in the capital goods businesses significantly exceeded the prior-year figure. The
improvement at Components Technology was attributable to growth in the industrial components
business. In particular, demand picked up significantly in the wind energy, construction equipment
and heavy trucks sectors. At the same time, the weak market environment for car components,
especially in China, the world’s largest market, but also in Western Europe and the USA, was offset
by growth in the steering and camshaft business. In the elevator division, order intake reached a
new high, mainly thanks to developments in the Asia-Pacific and Europe regions. At €5.6 billion
(excl. service), orders in hand were significantly up from the high prior-year level. At Industrial
Solutions, order intake was down from the already low prior-year level due to slow project awards.
Demand for cement plants remained at a low level due to the capacities built up in recent years. In
the mining business demand decreased slightly despite several orders.

In chemical plant construction, we recorded a positive demand trend; however order intake was
down from the high prior-year level, which included a major contract. Among others, fertilizer
plants in Egypt and Saudi Arabia contributed to the order intake. This was supported by robust
demand for electrolysis plants, equipment and services, especially in Europe and Asia. Order
intake at System Engineering declined sharply. This was due to slowing demand momentum for
production systems for the automotive industry, mainly as a result of the emerging technology shift
towards e-mobility, industry-specific economic risks and uncertainties in connection with Brexit.
Marine Systems recorded a significant increase in orders, mainly due to an order for four frigates
from North Africa.
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The order intake of the materials businesses as a whole was lower than a year earlier. At Materials
Services, strong warehouse and service business in North America was unable to offset weaker
warehouse and service business in Europe and the weaker global direct-to-customer business. At
Steel Europe the higher average selling prices achieved due to the high proportion of long-term
deals in the 1st half were unable to compensate for the significant decline in volumes. While order
volumes at the beginning of the fiscal year were impacted by significant production restrictions —
among other things due to the low Rhine water levels — and the introduction of WLTP, the noticeable
drop in demand from the auto industry made itself felt in subsequent quarters. In the 4th quarter,
orders from other industrial customers declined noticeably.

NET SALES
Change on a
Year ended Year ended comparable basis?
million € Sept. 30, 20182 Sept. 30, 2019 Change in % in %
Components Technology 6,610 6,871 4 2
Elevator Technology 7,552 7,960 5 4
Industrial Solutions® 3,633 4,002 10 10
Marine Systems? 1,389 1,800 30 30
Materials Services 14,705 13,880 (6) (7)
Steel Europe 9,470 9,065 (4) (5)
Corporate 329 308 (6) (6)
Consolidation (2,154) (1,889) — —
Group® 41,534 41,996 1 0

D Excluding material currency and portfolio effects.
2 Prior-year figures have been adjusted due to the adoption of IFRS 15.

% See preliminary remarks.
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SALES BY REGION
in million € (prior-year figures in brackets ?)

Western Europe

Central and
German-speaking Eastern Europe

area® Commonwealth

of Independent
States

North America Greater

China

8,848 (13,012) &

(8,125) Asia - Pacific

SO 2,258
AP (2,070)
Middle East &

Africa (438) \
=t m

South America

DPrior-year figures have been adjusted due to the adoption of IFRS 15
2 See preliminary remarks
9 Germany, Austria, Switzerland, Liechtenstein

SALES BY CUSTOMER GROUP 2018/2019

in %

Automotive Trading Engineering Steel and related
processing

Construction Public sector Packaging Energy and Other customer
utilities groups
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Sales follow order intake

Sales at the capital goods businesses followed order intake. Components Technology benefited from
strong growth in industrial components, while deliveries of automotive components increased only
slightly. Sales at Elevator Technology were significantly higher than a year earlier, mainly due to the
positive performance in the USA. The main reason for the significant increase in sales at Industrial
Solutions was higher sales in chemical plant construction from major projects. Sales at Marine
Systems were also considerably higher than a year earlier, mainly due to the significant sales increase
in the submarine and surface vessel business.

Sales in the Materials Services and Steel Europe businesses were impacted by the weak market
environment accompanied by a noticeable decline in volumes. Shipments at Steel Europe were also
impacted by cuts due to production adjustments caused by the low Rhine water levels and negative
effects of the WLTP issue.

The regional breakdown of sales was largely unchanged. The most important sales market for
thyssenkrupp with a slightly lower 30% of sales was once again the German-speaking region
(Germany, Austria, Switzerland and Liechtenstein). It was followed by sales to customers in North
America, which increased slightly to around 21%, and sales in Western Europe, which decreased
slightly to 19%. The share of sales in the greater China region remained unchanged at around 8%.

Accounting for a share of now 25%, the automotive industry remained the most important
customer group, with particular significance for our components and steel business. It was
followed by trading and the engineering sector. The share of sales accounted for by steel and
related processing declined, while the share of sales to the construction industry remained
unchanged.

Adjusted EBIT down significantly year-on-year

ADJUSTED EBIT

Year ended Year ended
million € Sept. 30, 20182 Sept. 30, 2019 Change in %
Components Technology 197 233 18
Elevator Technology 865 907 5
Industrial Solutions® (127) (170) (34)
Marine Systems? (128) 1 ++
Materials Services 317 107 (66)
Steel Europe 687 31 (95)
Corporate (377) (306) 19
Consolidation 10 (6))] —
Group? 1,444 802 (44)

U See preliminary remarks..
2 Prior-year figures have been adjusted due to the adoption of IFRS 15.
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In the year under review, adjusted EBIT fell well short of the prior-year figure. Earnings were
impacted in particular by the weaker than expected economic trend and lower demand for
automobiles, mainly in China. The resultant negative price and volume effects had a considerable
impact on the performance of our cyclical automotive components and materials businesses. Even
extensive management initiatives were unable to compensate for this.

In addition to the effects already mentioned, the negative performance of the springs and stabilizers
business combined with higher costs for the startup of new customer projects as well as a revaluation
of the order portfolio had a negative impact on Components Technology. At the same time, business
with industrial components performed in part significantly better than in the prior year. The
corresponding margin for Components Technology was higher than the prior year at 3.4%. Elevator
Technology’s earnings contribution was higher than a year earlier. Positive contributions from the
performance program and significant growth in service business in the USA and China more than
offset higher costs due to higher material prices in the USA. At 11.4%, the margin was stable, also
compared with the competition. Adjusted EBIT at Industrial Solutions declined due to lower margins
for projects in billing and partial underutilization. In addition, System Engineering recorded a cyclical
decline in demand for production systems for the automotive industry and lower margins on projects
in billing. As in the prior year, adjusted EBIT margin was negative at an unacceptable -4.2%. Marine
Systems stabilized its earnings to slightly positive, in particular thanks to the absence of one-time
project expenses and higher sales, although lower margins for projects in progress had a negative
impact. Margin improved significantly to break-even.

In a weak market environment, adjusted EBIT of the materials businesses was significantly lower
than a year earlier despite support from cost reduction programs. Business at Materials Services
was characterized by falling market prices and very weak demand, especially in the warehousing
and direct-to-customer businesses and in the automotive-related service centers in Europe. One
exception was business in North America, which performed positively also compared with the prior
year. Further positive effects, including from sales of real estate and compensation from Steel
Europe for the partial transfer of the direct-to-customer business, were unable to offset this. Margin
fell to 0.8%. AST’s earnings contribution was significantly lower than a year earlier due to the
unfavorable volume and price situation for stainless steel. At Steel Europe, significantly lower
shipments and the decline in selling prices, especially in the 2nd half of the year, combined with
higher costs, led to a significant decline in earnings and margin. The main cost drivers were
significantly higher raw material costs, also due to exchange rate effects. In addition, logistics
costs due to the low Rhine water levels, downtime costs increasingly resulting from the weaker
market situation and the compensation payment to Materials Services for the partial transfer of the
direct-to-customer business had a negative impact.

Costs at Corporate improved significantly to an adjusted EBIT of €(306) million, mainly due to the

faster than planned implementation of measures to reduce administrative costs at headquarters
and in the regional organization.
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Earnings impacted by special items
EBIT was impacted by special items totaling €530 million in the reporting year.

SPECIAL ITEMS

Year ended Year ended
million € Sept. 30, 2018 Sept. 30, 2019 Change
Components Technology 76 128 52
Elevator Technology 90 116 26
Industrial Solutions® (1) 24 25
Marine Systems? (11) 1 12
Materials Services 47 41 (6)
Steel Europe 216 154 (62)
Corporate 89 63 (26)
Consolidation 0 3 3
Group? 507 530 23

b See preliminary remarks.

At Components Technology there were special items in the reporting period mainly in connection
with closure costs and impairment losses. At Elevator Technology, special items resulted from the
restructuring and reorganization in Europe and the USA. In addition to an earn-out agreement for a
technology acquisition, Industrial Solutions incurred restructuring expenses and impairment losses
on operating assets. Offsetting effects resulted from income from the liquidation of an associated
company. Marine Systems recorded expenses for restructuring and for the deconsolidation of
thyssenkrupp Marine Systems Canada Inc. At Materials Services the special items resulted in
particular from the closure of two branches of thyssenkrupp Aerospace Germany to streamline
structures. At Steel Europe, further provisions were made for risks from an antitrust case. In
addition to special items from the takeover of IT infrastructure from Corporate, there were further
costs associated with the carve-out for the originally planned steel joint venture. This was partially
offset by income from the reversal of a provision in connection with the purchase of the Schwelgern
(Duisburg) coke plant. At Corporate, there were mainly special items for consulting activities in
connection with the strategic realignment of the Group. This was partially offset by income from the
transfer of IT infrastructure to Steel Europe.

thyssenkrupp Value Added (tkVA) down significantly year-on-year
tkVA remained negative in the reporting year. The decline versus the prior year was mainly the

result of weaker EBIT due to a poorer operating performance, mainly in our materials businesses.

Elevator Technology again generated the highest tkVA, which was slightly higher than a year

earlier. Components Technology’s tkVA decreased year-on-year and therefore remained negative:

in addition to lower earnings, growth capital expenditure led to an increase in capital employed.
Capital employed at Industrial Solutions also increased: with negative operating earnings, tkVA
was down from the already negative prior year. Marine Services increased its tkVA year-on-year
thanks to a significant improvement in earnings, although the value remained negative. Capital
employed increased year-on-year. The tkVA of Materials Services was significantly lower than in
the prior year, in particular due to operating performance. At Steel Europe, average capital
employed was slightly down year-on-year. The significant deterioration in earnings led to a large
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decrease in tkVA compared with the prior year. Details on tkVA and its main components are

shown in the following table.

THYSSENKRUPP VALUE ADDED (TKVA)

Year ended Sept. 30, 2018

Year ended Sept. 30, 2019

Capital Capital

EBIT V23 employed WACC tkVA EBIT employed WACC tkVA Change tkVA

(million €) (million €) (%) (million €) (million €) (million €) (%) (million €) (million €)
Group® 937 15,739 8.0 (322) 272 16,749 8.0 (1,068) (746)
Thereof:
Components Technology 121 3,893 8.5 (210) 105 4,144 8.5 (247) (37)
Elevator Technology 775 1,152 7.5 689 791 1,292 7.5 695 6
Industrial Solutions® (126) 67 8.0 (131) (194) 101 8.0 (202) (71)
Marine Systems? (117) 675 8.0 (171) 0 927 8.0 (74) 97
Materials Services 270 3,621 8.0 (19) 66 3,866 8.0 (244) (224)
Steel Europe 470 5,544 8.5 (1) (123) 5,447 85 (586) (585)

D See reconciliation in segment reporting (Note 24).

2 Prior-year figures have been adjusted due to the adoption of IFRS 15.

9 See preliminary remarks.

More information on the importance of tkVA and EBIT for the management of the Group is
contained in the section “Fundamental information about the Group”, subsection “Management of

the Group”.

Business area review

Components Technology

COMPONENTS TECHNOLOGY IN FIGURES
Year ended Year ended

Sept. 30, 2018 Sept. 30, 2019 Change in %
Order intake million € 6,595 6,996 6
Net sales million € 6,610 6,871 4
EBIT million € 121 105 (13)
EBIT margin % 1.8 15 —
Adjusted EBIT million € 197 233 18
Adjusted EBIT margin % 3.0 3.4 —
Employees (Sept. 30) 34,481 34,964 1

D Prior-year figures have been adjusted due to the adoption of IFRS 15 (exception: Employees (Sept. 30)).
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Global production network progressing

Order intake and sales at Components Technology were higher than a year earlier, although market
momentum slowed significantly in the course of the fiscal year, particularly in the automotive
industry. The year-on-year increases were mainly due to the industrial components segment,
where demand for equipment for wind turbines, construction machinery and heavy commercial
vehicles developed positively, mainly in the Class 8 segment (> 15 t) and with regional focuses in
the USA and Europe. Towards the end of the fiscal year, however, there were signs of an economic
slowdown. In car components, the weak trend in China, the world’s largest passenger car market,
made itself felt particularly, but demand also declined in Western Europe and the USA. This was
offset by growth in the steering and camshaft businesses as a result of the start of production at
new plants, so sales in this segment were slightly higher year-on-year. Added to this there were
positive exchange rate effects, particularly from the US dollar.

We continued our growth and regionalization strategy in the reporting year. The implementation of
our global automotive production network is progressing: production deliveries were started at the
new plant for electric steering systems in China and there were new product launches at our sites
in Hungary and Mexico. In Romania, too, we began the planned new product launches following
the expansion of the production site for damper systems. The construction of the spring and
stabilizer plant in Hungary is also well advanced.

Adjusted EBIT higher — restructuring and streamlining of the organization

Adjusted EBIT at Components Technology was significantly up from the prior-year value, which was
impacted by quality issues. Business with bearings, crankshafts and construction machinery
components was in some cases significantly better than in the prior year. The performance of the
springs and stabilizers business combined with higher start-up costs for new customer projects,
the revaluation of the order portfolio and a decline in demand for automotive components in China
and Western Europe had a negative impact.

Due to the decline in demand, quick cost-cutting measures were implemented; these include the
flexibilization of personnel deployment and recruitment as well as savings in material costs. Further
cost reductions through structural measures are in preparation.

In connection with our new strategy “newtk”, among other things the business area level will be
largely dissolved. The businesses under the umbrella of Components Technology will be managed
by a lean office in the future. From fiscal year 2019/2020 it will focus on managing the operating
and financial performance of the businesses and on evaluating partnerships as part of the flexible
portfolio initiative. The unit will also be given a new name — Components Technology will become
Automotive Technology and from fiscal 2019/2020 will also include System Engineering. The
bearings and forged technologies businesses were removed from the business area as of
October 1, 2019 and since then have been managed directly by thyssenkrupp AG. In the future the
two units will report under the name Industrial Components.
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Elevator Technology

ELEVATOR TECHNOLOGY IN FIGURES

Year ended Year ended

Sept. 30, 2018 Sept. 30, 2019 Change in %
Orders in hand (Sept. 30) million € 5,068 5,590 10
Order intake million € 7,853 8,171 4
Net sales million € 7,552 7,960 5
EBIT million € 775 791 2
EBIT margin % 10.3 9.9 —
Adjusted EBIT million € 865 907 5
Adjusted EBIT margin % 115 114 —
Employees (Sept. 30) 53,013 53,081 0

1 Prior-year figures have been adjusted due to the adoption of IFRS 15 (exception: Employees (Sept. 30)).

Order intake and sales higher year-on-year

Order intake in the business area reached a new high of €8.2 hillion in the reporting year. The Asia-
Pacific and Europe regions contributed in particular to this: in addition to several major metro
projects in China and another in Sydney — the largest order to date in Australia with more than 200
units sold — major projects in Russia and Turkey also had a positive impact on business. In China in
particular, the number of newly installed systems and their average sales price were above the
prior-year level, but the number of systems sold in Europe also increased significantly. The service
business — an important sales driver for the business area — grew mainly in the USA and Asia. As
of September 30, 2019, orders in hand amounted to €5.6 billion, up significantly from the prior
year.

Sales increased year-on-year by 5%, primarily due to the positive trend in the USA. The USA and
China also made significant contributions to sales growth in the service business. Overall, sales of
new installations remained at the prior-year level, with US business offsetting a slight decline in
Europe and Korea.

Further milestones reached in thyssenkrupp Elevator’s global strategy
In implementing our comprehensive growth strategy, we achieved further milestones in the
reporting year.

In April 2019, the foundation stone was laid for the new Innovation and Qualification Center in
Atlanta (USA), which will feature a 128 m high test tower. Following the test towers already opened
in Rottweil (Baden-Wirttemberg, Germany) and Zhongshan (China), the Atlanta tower with its 18
shafts will be used to test new concepts and prototypes, including innovations such as the TWIN
and MULTI. A new headquarters building consolidating administrative and research activities in the
USA is being built right next door. 900 full-time jobs are to be created here by the time of its
scheduled completion in 2021.

At the “Digital Kindergarten” in Hamburg in June 2019, an event focusing on digital trends and
technologies, Elevator Technology presented its new HoloLinc technology — a concept which allows
customers to visualize, experience and try out stairlifts in their own four walls during the planning
phase. It will make a major contribution to the faster implementation of an age-appropriate
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infrastructure in private homes — and thus a higher quality of life for people with limited mobility.
With HoloLinc, the average delivery time of the stairlifts, which are usually urgently needed, can be
reduced by around 30 days to about 10.

We also achieved important milestones this year with our digital predictive maintenance solution
MAX: the concept was launched on the French market in spring; the first maintenance contracts
have already been concluded. To date, we have equipped more than 125,000 elevators worldwide
with the technology, in Germany, France, Spain, the USA, Brazil and South Korea.

Adjusted EBIT further improved

Adjusted EBIT in the reporting year was significantly higher than in the prior year. Key factors here
were the implementation of the performance program, which made positive contributions through
performance optimization and restructuring, and the significant growth of the service business in
the USA and China. Adjusted EBIT in China, in particular, increased significantly year-on-year, largely
offsetting higher material prices in the USA. Adjusted EBIT margin was level with the prior year at
11.4%. EBIT improved to €791 million — an increase of €16 million compared with the prior year.

Industrial Solutions

INDUSTRIAL SOLUTIONS IN FIGURES

Year ended Year ended

Sept. 30, 2018V Sept. 30, 2019 Change in %
Orders in hand (Sept. 30) million € 5,792 5,473 (5)
Order intake million € 4,541 3,735 (18)
Net sales million € 3,633 4,002 10
EBIT million € (126) (194) (54)
EBIT margin % (3.5) (4.9) —
Adjusted EBIT million € (127) (170) (34)
Adjusted EBIT margin % (3.5) (4.2) —
Employees (Sept. 30) 15,717 16,062 2

D Prior-year figures have been adjusted due to the adoption of IFRS 15 (exception: Employees (Sept. 30)).
2 See preliminary remarks.

Improved market environment in chemical plant construction — sales up year-on-year

The business area’s order intake in the reporting year was down from the prior year, which
benefited from a major order in the chemical plant business. Due to the difficult political and
industry-specific conditions, customers were reluctant to place orders for production systems for
the automotive sector. In cement plant construction, too, the continued tough market situation had
an impact on demand for new plants.

We recorded a generally positive demand trend in the chemical plant business. However, order
intake was below the high prior-year level, which included a major order for a chemical complex in
Hungary. We won orders for new fertilizer plants in Egypt, Saudi Arabia and Poland among others.
Demand for electrolysis plants, equipment and services, especially in Europe and Asia, also had a
positive impact on business. In view of continuing population growth, especially in Asia, and
growing demand for eco-friendly technologies and services for the operation and digitization of
industrial plants, we see clear growth opportunities for chemical plant construction as a whole.
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In the mining sector, demand for equipment and components was down slightly from the high
prior-year level. Among other things, we supplied storage and handling equipment to Australia and
crushing, conveying and handling equipment to Central Asia. We also won various orders for power
plants and biomass plants in India. In view of the recent rise in some raw material prices, we
expect demand for new plants and equipment to remain stable in the short and medium term. In
addition, we are continuously developing our range of services for the mining industry. In May
2019, we celebrated the opening of a new service center in Australia.

In cement plant construction, overall demand remained at a low level. The economic environment
was characterized by overcapacities and continued competitive pressure. Nevertheless, we
succeeded in winning smaller orders for plant components and services. In the past fiscal year we
also pushed ahead with an initiative for the development and targeted marketing of plants and
processes for sustainable and environmentally friendly cement production. We are already carrying
out first projects in China and Thailand, where we supplied catalysts for reducing emissions, plants
for the use of non-fossil fuels and solutions for laboratory automation.

Following high prior-year figures, System Engineering recorded lower order intake in the reporting
year: The decline in demand for production systems for the automotive industry was mainly due to
the emerging technological shift towards e-mobility, industry-specific economic risks and
increasing uncertainties in view of the Brexit negotiations. We won major orders in the areas of
body, engine and battery assembly equipment as well as toolmaking, especially from customers in
Europe and Asia.

Sales improved significantly. The chemical plant business contributed particularly to this with
higher sales, including from major projects in Hungary and Brunei. In the mining business too,
sales increased significantly thanks to the strong order intake in the prior year. Sales in the cement
plant business were slightly lower year-on-year due to order-related factors, as were sales at
System Engineering due to delayed customer orders.

Adjusted EBIT lower year-on-year — restructuring and streamlining of the organization
Adjusted EBIT in the reporting year was down from the prior year and the corresponding margin
remained negative at 4.2% as in the prior year. Earnings in the chemical and cement plant
segments as well as in the mining business declined year-on-year due to lower margins on projects
in billing and partial underutilization. System Engineering recorded a significant drop year-on-year
due to delayed customer orders and lower margins on projects in billing.
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Extensive structural adjustments are planned as part of thyssenkrupp’s strategic realignment and
to stabilize performance. The business area level will be significantly streamlined from fiscal year
2019/2020 will focus on managing the operating and financial performance of the businesses and
on evaluating partnerships as part of the flexible portfolio initiative. The business unit and regional
structure will also change: the Service business unit will be dissolved and services will be
reintegrated into the units currently focused on new business. Regional structures will also be
further simplified. Details will be worked out in the coming weeks. The unit will also be given a new
name — Industrial Solutions will become Plant Technology. As of October 1, 2019, System
Engineering was removed from the business area and assigned to Components Technology (in the
future Automotive Technology).

Marine Systems

MARINE SYSTEMS IN FIGURES

Year ended Year ended

Sept. 30, 2018V? Sept. 30, 2019 Change in %
Orders in hand (Sept. 30) million € 5,493 5,887 7
Order intake million € 648 2,192 238
Net sales million € 1,389 1,800 30
EBIT million € (117) 0 ++
EBIT margin % (8.4) 0.0 —
Adjusted EBIT million € (128) 1 ++
Adjusted EBIT margin % 9.2) 0.0 —
Employees (Sept. 30) 5,818 6,013 3

1 Prior-year figures have been adjusted due to the adoption of IFRS 15 (exception: Employees (Sept. 30)).
2 See preliminary remarks.

Order intake and sales significantly higher year-on-year

Order intake at Marine Systems in the reporting year was significantly higher than in the prior year.
It was boosted in particular by a major order for four frigates from North Africa in the 4th quarter. In
addition, the business booked extensions to existing orders in the surface vessel area and various
orders in the areas of marine electronics, maintenance and service. Also, Marine Systems together
with Embraer Defense & Security and Atech were nominated as preferred bidders for the
construction of four new corvettes for the Brazilian Navy, which should have a positive impact on
order intake in fiscal 2019/2020.

Sales in the reporting year were at a high level, up significantly from the prior year. The increase
was mainly due to the extension of existing orders in the surface vessel and submarine areas. As in
the prior year, sales in the areas of marine electronics, maintenance and service were stable.

Adjusted EBIT

Adjusted EBIT in fiscal 2018/2019 was slightly positive and therefore significantly higher than in
the prior year. In addition to a significant increase in sales, this reflected the absence of one-time
expenses for a naval project in the submarine segment. However, adjusted EBIT continues to be
burdened by low margins for projects in billing.
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Materials Services

MATERIALS SERVICES IN FIGURES

Year ended Year ended

Sept. 30, 2018 Sept. 30, 2019 Change in %
Order intake million € 14,544 13,868 (5)
Net sales million € 14,705 13,880 (6)
EBIT million € 270 66 (76)
EBIT margin % 1.8 0.5 —
Adjusted EBIT million € 317 107 (66)
Adjusted EBIT margin % 2.2 0.8 —
Employees (Sept. 30) 20,273 20,340 0

 Prior-year figures have been adjusted due to the adoption of IFRS 15 (exception: Employees (Sept. 30)).

Order intake and sales lower year-on-year

In a difficult market environment with a noticeable decline in volumes, order intake and sales were
clearly negative. This applies to almost all areas of Materials Services, but particularly to the
service center business in Europe and the global direct-to-customer business (excluding North
America). Sales volumes declined in all regions except North America and in all units, with the
direct-to-customer business recording the sharpest decline at 24% alongside the warehousing and
service business at 2.7%. In total, we sold 9.8 million tons of materials, which was less than in the
prior year. Prices, particularly in the stainless steel and rolled steel segments, remained under
pressure throughout the fiscal year, so the average price level was also lower than a year earlier.
Volumes and prices at AST were also lower year-on-year, mainly due to continued strong
competition from Asian imports.

Next phase of digitization: establishment of new business models

Materials Services understands from its own experience the special challenges faced by customers
operating in a globalized and deadline-driven business environment. The company has
continuously optimized and digitized its supply chain over the years in order to supply customers
reliably at all times. Materials Services is using four software platforms, each of which has already
been introduced in selected regions and will be rolled out further step by step: SAP Hybris as
e-commerce platform, the Al data analytics platform “Alfred”, SAP S/4 Hana as ERP and the
lloT platform “toii”.

The next building block in digitization is the expansion of the existing business model: a first
example of this is thyssenkrupp Materials loT GmbH (tkMIoT), which was launched in June 2019.
It now markets to external customers an Industrial Internet of Things (lloT) software program
originally developed for Materials Services. The spin-off is an example of how Materials Services is
driving the systematic expansion of its service portfolio.

Adjusted EBIT down year-on-year

The reporting year was characterized by falling market prices and very weak demand, especially in
the warehousing and direct-to-customer business as well as in the automotive-related service
centers in Europe. In this negative market environment, we fell well below the high earnings level of
the previous year. Margins suffered from declining prices and volumes, particularly in stockholding
distribution, after the previous fiscal year had been characterized by strong price increases with
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correspondingly positive effects. One exception was business in North America, which performed
positively, also in comparison with the prior year. We propped up earnings with measures to reduce
operating costs and sales of real estate; the partial transfer of the direct-to-customer business to
Steel Europe also had a compensating effect. Business at AST was also significantly worse than a
year earlier, mainly because of unfavorable volume and price developments for stainless steel,
likewise due to continued import pressure and the weak market environment.

Steel Europe

STEEL EUROPE IN FIGURES

Year ended Year ended

Sept. 30, 20182 Sept. 30, 2019 Change in %
Order intake million € 9,157 8,784 (4)
Net sales million € 9,470 9,065 (4)
EBIT million € 470 (123) -
EBIT margin % 5.0 (1.4) —
Adjusted EBIT million € 687 31 (95)
Adjusted EBIT margin % 7.3 0.3 —
Employees (Sept. 30) 27,764 28,278 2

U Prior-year figures have been adjusted due to the adoption of IFRS 15 (exception: Employees (Sept. 30)).
2 See preliminary remarks.

Negative volume and price effects

Steel Europe’s performance was impacted at the beginning of the past fiscal year by special factors
— in particular the low Rhine water levels and the new WLTP emissions test for the auto industry,
which resulted in temporary production losses in this important customer segment — and in the
further course of the year by the weakening economy. Volumes produced and shipped fell well
short of the prior-year level. In terms of prices, we were largely able to escape the negative price
trends on the spot market in the first half of the fiscal year thanks to a high proportion of long-term
deals; from the middle of the fiscal year these then increasingly impacted on our net selling prices.
At the same time costs rose significantly, mainly due to the sharp rise in the price of iron ore, which
further worsened the earnings situation.

At around €8.8 billion, order intake in value terms was 4% lower than in 2017/2018. Order intake
in the first six months of the reporting year was higher than in the prior-year period due to higher
average selling prices, but after that the negative market price trend was increasingly reflected in
our new contracts. In addition, we also made lower-priced spot deals to safeguard employment. As
a result, price pressure increased overall. Over the full year the higher prices were unable to
compensate for the decline in volumes. At 9.9 million tons, order volumes for the full reporting
period were almost 9% lower than in the prior year. In the 1st quarter in particular, order bookings
were down sharply due to substantial production restrictions — among other things because of the
low water levels — and as a result of the introduction of the WLTP. The following months saw a
noticeable drop in demand from the automotive industry. Order volumes from other industrial
customers declined noticeably in the final quarter. The cyclical drop in demand was exacerbated by
political and economic uncertainties, which also led to a pronounced reluctance to buy on the part
of our customers.
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Steel Europe recorded a 4% drop in sales to €9.1 billion. With average net selling prices still above
the prior-year level despite a weakening in the course of the fiscal year, the decline was mainly
volume-related. At around 10.5 million tons, shipments were 8% lower overall than a year earlier.
After the considerable volume losses in the 1st quarter — due to the low water levels and the WLTP
— business in the further course of the year was impacted by market-related reductions in
shipments. In particular, shipments to the weakening automotive industry and its suppliers
decreased significantly, but shipments to other industrial customers also showed declines. They
were substantial in the case of heavy plate — due to weak market demand and production
disruptions. Sales declined at an above-average rate. By contrast, sales of packaging sheet
performed positively: volumes and prices were higher year-on-year, leading to a slight rise in sales.
Electrical Steel increased its sales of grain-oriented electrical steel.

Crude steel production including supplies from Hittenwerke Krupp Mannesmann was around 5%
lower than a year earlier at 11.3 million tons. In the 1st quarter the low Rhine water levels had a
significant impact on raw material supplies, resulting in adjustments in blast furnace production
and loading problems at downstream units. The latter were partially mitigated by bringing forward
repair measures; nevertheless the production losses were severe and still noticeable in the
following months. In order to compensate for the lack of volumes at steelmaking level and maintain
supplies to customers, we purchased slabs on the market. In the further course of the reporting
year an increase in disruptions and in particular the market-related cuts in shipments slowed down
our production. Finished steel production for customers totaled 10.4 million tons, 8% less than a
year earlier.

Significant drop in earnings and margin

Steel Europe reported slightly positive earnings in the reporting year — compared with an adjusted
EBIT of €687 million in the prior year. The main reasons for this deterioration were lower volumes
and the decline in selling prices over the course of the year combined with higher costs. Some
business units, including Heavy Plate, reported a loss. On the cost side, several factors had a
negative impact. On the one hand, prices for iron ore rose drastically, compounded on the
purchasing side by negative exchange rate effects. On the other hand, the low Rhine water levels
increased logistics costs for raw material procurement and led to downtime costs, the latter also
resulting from the increasingly weak market situation. These negative earnings effects were only
offset to a very small extent by the higher steel prices that we were able to achieve on the market
over large parts of the year. Earnings were also impacted by compensation payments to Materials
Services for the takeover of part of the direct-to-customer business and personnel provisions
following a new collective wage agreement in the 2nd quarter. Earnings were additionally impacted
by special items and EBIT margin deteriorated significantly. These were mainly expenses for
provisions for risks from an antitrust case. In addition, the acquisition of IT infrastructure from
Corporate and carve-out costs in connection with the originally planned joint venture had a
negative impact. This was partly offset by income from the reversal of a provision in connection
with the purchase of the Schwelgern (Duisburg) coke plant.
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Corporate at thyssenkrupp AG
The Group is managed centrally by thyssenkrupp AG. Within thyssenkrupp AG, Corporate is divided
into Corporate Headquarters (CorpHQ), Regions, Service Units and Special Units.

CorpHQ mainly comprises the corporate functions.

The Regions include our regional headquarters (“RHQs”) in North and South America, Greater
China, India, the Asia/Pacific region, and the Middle East & Africa region, as well as the regional
offices and Group representative offices.

The Service Units mainly include Global Shared Services, Regional Services Germany and
Corporate Services.

The Special Units include asset management for the Group’s real estate, cross-business area
technology projects as well as non-operating entities needed for example for Group financing.

Adjusted EBIT at Corporate amounted to €(306) million in fiscal 2018/2019, an improvement of
€71 million on the prior-year figure. The improvement resulted primarily from measures to reduce
project costs in administration. This was partly offset by the fact that earnings effects of land and
property sales were lower than in the prior year; in addition, there were higher costs at Global
Shared Services, primarily due to dissynergies resulting from the change in Group strategy. EBIT
came to €(369) million. It included special items totaling €63 million, mainly relating to consulting
services as a result of the strategic realignment of the Group.

From fiscal year 2019/2020 the administrative units of Corporate and the regions will be presented
as Corporate Headquarters. The Service Units and Special Units will be shown separately.

Results of operations and financial position

Analysis of the statement of income

Net sales in fiscal year 2018/2019 were 1% higher than a year earlier. Above all the components
and elevator businesses as well as the plant construction activities contributed to the rise; this was
partly offset by declines at the materials businesses. Cost of sales increased at a higher rate than
net sales, mainly due to higher personnel and materials expenses. Gross margin decreased to
13.8%.

The decrease in selling expenses was mainly due to reduced sales-related freight and insurance
charges and customs duties. The increase in general and administrative expenses mainly reflected
higher restructuring expenses. The significant increase in other income was mainly due to higher
insurance recoveries. The decrease in other expenses was mainly caused by overall lower
expenses for additions to provisions. The improvement in other gains and losses mainly reflected
higher gains on the disposal of property, plant and equipment.
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The lower income from equity-method investments mainly reflected lower income from an
investment in China. The overall slight deterioration in net financial expense was mainly due to
reduced interest income from tax refunds and lower income from the disposal of investments; this
was partially offset by lower interest expense from financial debt as well as reduced net interest

expense for pensions and similar obligations.

The decrease in tax expense mainly reflected the absence of the one-time effects from the US tax
reform and the write-down of deferred tax assets on tax loss carryforwards in Germany in the prior
year. After taking into account income taxes there was a net loss of €260 million, compared with a
loss of €12 million in the prior year. Earnings per share decreased accordingly by €0.39 to a loss of

€0.49.

Consolidated statement of income

Year ended Year ended
million €, earnings per share in € Sept. 30, 2018 Sept. 30, 20192
Sales 41,534 41,996
Cost of sales (34,944) (36,197)
Gross margin 6,590 5,799
Research and development cost (348) (341)
Selling expenses (2,823) (2,808)
General and administrative expenses (2,403) (2,441)
Other income 236 346
Other expenses (373) (333)
Other gains/(losses), net 21 44
Income/(loss) from operations 901 266
Income from companies accounted for using the equity method 15 9
Finance income 745 697
Finance expense (1,101) (1,054)
Financial income/(expense), net (340) (348)
Income/(loss) before tax 561 (83)
Income tax (expense)/income (573) (177)
Net income/(loss) (12) (260)
Thereof:
thyssenkrupp AG’s shareholders (62) (304)
Non-controlling interest 50 44
Net income/(loss) (12) (260)
Basic and diluted earnings per share based on
Net income/(loss) (attributable to thyssenkrupp AG’s shareholders) (0.10) (0.49)

See accompanying notes to consolidated financial statements.
D Figures have been adjusted (cf. Note 01 and 03).
2 Figures have been adjusted (cf. Note 03).
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Analysis of the statement of financial position
Total assets increased sharply from September 30, 2018.

In addition to exchange rate effects, the significant increase in non-current assets mainly reflected
the rise in property, plant and equipment as a result of investments exceeding depreciation. In
addition, there were increases in intangible assets, in particular due to business combinations. The
increase in deferred taxes resulted primarily from interest rate changes for pension obligations as
well as the internal transfer of a brand use right. The increase was dampened by reductions in
deferred tax assets from the use of loss carryforwards particularly in the USA as well as the
recognition of tax write-downs on inventory.

Current assets also recorded a significant increase overall. The rise in inventories mainly related to
the components businesses and the steel business. The increase in trade accounts receivable was
mainly due to the plant construction businesses. The decrease in contract assets was primarily
connected with the execution of construction contracts. The increase in other financial assets
related in particular to derivative accounting. The decline in other non-financial assets was mainly
due to lower advance payments made. The additional significant increase in cash and cash
equivalents was mainly due to borrowings; this was partially offset by the high negative free cash
flow in the reporting year.

Total equity as of September 30, 2019 decreased significantly year-on-year to €2,220 million. The
main reasons were the net loss for the reporting year and the losses recognized in other
comprehensive income from the remeasurement of pensions and similar obligations as well as
dividend distributions; this was partly offset by gains from foreign currency translation recognized
in other comprehensive income. The equity ratio decreased to 6.1%.

The sharp increase in non-current liabilities related firstly to the increase in pensions and similar
obligations mainly due to the losses in the reporting year resulting from remeasurement, in
particular as a result of lower pension interest rates. Also, there was an overall significant increase
in financial debt, primarily due to the placement of bonds in February 2019 and September 2019,
while a bond originally due in October 2019 and prematurely repaid in July 2019 was reclassified
to current financial debt.

The increase in current liabilities resulted in particular from the increase in current financial
liabilities, primarily as a result of utilization of the commercial paper program and the increase in
other financial liabilities. The increase in other financial liabilities mainly related to derivative
accounting and increased liabilities in connection with the acquisition of property, plant and
equipment. The decrease in contract liabilities was mainly due to the further execution of
construction contracts.
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Consolidated statement of financial position

ASSETS

million € Sept. 30, 2018 Sept. 30, 2019
Intangible assets 4,844 5,029
Property, plant and equipment (inclusive of investment property) 7,730 8,144
Investments accounted for using the equity method 132 128
Other financial assets 45 39
Other non-financial assets 246 240
Deferred tax assets 1,288 1,733
Total non-current assets 14,285 15,313
Inventories 7,359 7,781
Trade accounts receivable 5,163 5,488
Contract assets 1,731 1,443
Other financial assets 709 808
Other non-financial assets 1,904 1,642
Current income tax assets 269 293
Cash and cash equivalents 3,006 3,706
Total current assets 20,141 21,162
Total assets 34,426 36,475

See accompanying notes to consolidated financial statements.
b Figures have been adjusted (see Note 01 and 03).
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EQUITY AND LIABILITIES

million € Sept. 30, 2018 Sept. 30,2019
Capital stock 1,594 1,594
Additional paid-in capital 6,664 6,664
Retained earnings (5,606) (6,859)
Cumulative other comprehensive income 83 352
Equity attributable to thyssenkrupp AG’s stockholders 2,734 1,751
Non-controlling interest 468 469
Total equity 3,203 2,220
Accrued pension and similar obligations 7,838 8,947
Provisions for other employee benefits 345 307
Other provisions 575 554
Deferred tax liabilities 59 48
Financial debt 5,191 6,529
Other financial liabilities 157 136
Other non-financial liabilities 4 6
Total non-current liabilities 14,168 16,527
Provisions for current employee benefits 342 357
Other provisions 1,573 1,726
Current income tax liabilities 225 260
Financial debt 185 886
Trade accounts payable 6,533 6,355
Other financial liabilities 784 1,209
Contract liabilities 5,011 4,561
Other non-financial liabilities 2,403 2,373
Total current liabilities 17,055 17,728
Total liabilities 31,223 34,255
Total equity and liabilities 34,426 36,475

See accompanying notes to consolidated financial statements.
D Figures have been adjusted (see Note 01 and 03).

Financing

Principles and aims of financial management

The financing of the Group is handled centrally by thyssenkrupp AG. It is based on a multi-year
financial planning system and a monthly rolling liquidity planning system covering a planning
period of up to a year. The cash inflows from our operating activities are our main source of
liquidity. Our cash management systems allow Group companies to use surplus funds of other
units to cover their liquidity requirements. This reduces the volume of external financing and thus
interest expense. External financing requirements are covered using money and capital market
instruments such as bonds, loan notes or commercial papers. We also make use of committed
credit facilities in various currencies and with various terms, as well as selected off-balance
financing instruments such as factoring programs and operating leases. Information on the
available credit facilities is provided in Note 17.
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The aim of our central financing system is to strengthen our negotiating position vis-a-vis banks
and other market players and to raise or invest capital on the best possible terms and conditions.

Net financial debt and available liquidity

Net financial debt is calculated as the difference between cash and cash equivalents shown in the
statement of financial position plus current other financial assets available for sale, and noncurrent
and current financial debt. The net financial debt of the full Group at September 30, 2019 stood at
€3,703 million, €1,339 million higher than the level at September 30, 2018 (€2,364 million). The
main reasons for the increase were the negative FCF before M &A and the dividend payment.

At September 30, 2019 the Group’s available liquidity came to €7.3 billion, consisting of
€3.7 billion cash and cash equivalents and €3.6 billion committed undrawn credit lines. Additional
financing possibilities were available to us under a commercial paper program with a limit of
originally €1.5 billion which was increased to €3.0 billion. Under the program commercial
papers can be issued with a term of up to 364 days depending on investor demand. At
September 30, 2019 we had made use of the program in the amount of €0.7 billion.

The available liquidity offers enough scope to cover debt maturities. The gross financial debt
repayable in the 2019/2020 fiscal year amounts to €0.9 billion.

The financing and liquidity of the Group were secured at all times in the reporting year.

thyssenkrupp AG has agreements with banks which contain certain conditions in the event that the
gearing ratio (net financial debt to equity) in the consolidated financial statements exceeds an
applicable limit at the closing date (September 30). The applicable limit lies in a range from 150%
to 200% and depends on the discount rate used to calculate thyssenkrupp’s pension obligations in
Germany. At September 30, 2019 the applicable gearing limit for thyssenkrupp AG based on these
agreements was 200%.

At the balance sheet date the gearing ratio was 166.8% and therefore below the agreed limit.
Rating

We have been rated by Moody’s and Standard & Poor’s since 2001 and by Fitch since 2003. Our
ratings are currently below investment grade.
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In the past fiscal year Moody’s and Standard & Poor’s downgraded our rating, respectively, to Ba3
with outlook stable and BB- with outlook “developing”. While the stable outlook at Moody’s
indicates no rating change in the short to medium term, the outlook “developing” at Standard &
Poor’'s does not specify the direction of a possible rating change. In addition to operating
performance, the successful implementation of thyssenkrupp’s strategy will be decisive for the
further development of the agencies’ ratings

RATING

Long-term rating Short-term rating Outlook
Standard & Poor’s BB- B developing
Moody’s Ba3 Not Prime stable
Fitch BB+ B watch negative

Analysis of the statement of cash flows
The amounts taken into account in the statement of cash flows correspond to the item “Cash and
cash equivalents” as reported in the statement of financial position.

Operating cash flows

The positive cash inflow from operating activities in the reporting year was well below the prior-year
level. This was due in particular to the decline in net income before depreciation, amortization and
deferred taxes as well as the significant overall increase in funds tied up in operating assets and
liabilities.

Cash flows from investing activities

Investments in the reporting year were up from the prior year, mainly reflecting higher investments
at Elevator Technology — due to M&A — and at Steel Europe. The share of the materials businesses
in total investments rose slightly year-on-year to 43%. The share of the capital goods businesses in
total investments also increased slightly to 56%, while investments at Corporate declined.

INVESTMENTS
Year ended Year ended

million € Sept. 30, 2018 Sept. 30, 2019 Change in %
Components Technology 523 479 (8)
Elevator Technology 113 221 95
Industrial Solutions® 63 55 (12)
Marine Systems?® 59 59 0
Materials Services 113 135 19
Steel Europe 442 482 9
Corporate 66 42 (37)
Consolidation 6 (28) —
Group? 1,386 1,443 4

b See preliminary remarks.

84



@OWE

thyssenkrupp annual report 2018/2019
2 Combined management report | Report on the economic position

Components Technology - Investments in the Automotive business focused mainly on existing
facilities and building additional production capacities for electric steering systems, in particular in
China, Mexico and Hungary. In the business with active and passive damping systems the focus
was on the expansion of damper technology in Romania. The construction of the new plant in
Hungary to produce springs and stabilizers is at an advanced stage. In addition, capacities for
cylinder head modules in Mexico and Hungary were expanded. The focus in the industrial
components business was on equipment modernization, the construction of a new forging line for
front axles and the expansion of rotor bearing production in Germany.

Elevator Technology — €221 million was invested in the reporting year, significantly more than in the
previous fiscal year. The additional investment was mainly in the USA, where two acquisitions were
made to better serve the regional markets in Nebraska, lowa and Tennessee.

Industrial Solutions — To strengthen our market position and exploit growth opportunities, we made
targeted investments in infrastructure and the expansion of our technology portfolio in all units in
the reporting year.

Marine Systems — The focus remained on the continuing modernization of the Kiel shipyard, with
investments in particular in infrastructure measures and IT.

Materials Services - Investments in the fiscal year were made primarily in modernization and
maintenance projects at warehouse and service units as well as at AST. In addition, the digital
transformation of the business area was continued along the entire value chain: For example, the
use of artificial intelligence is already making processes along the supply chain in several
businesses more flexible in order to better take into account specific customer requirements in
terms of delivery speed, pricing and material quality. In addition, the introduction of state-of-the-art
ERP platforms is shortening order lead times and optimizing warehouse logistics.

Steel Europe - Capital expenditure in the reporting period increased to around €482 million.
Construction work began on the new hot-dip coating line at the Dortmund site. FBA 10 is designed
to meet the growing demand from carmakers for high-quality hot-dip coated products. Piling work
has been completed and foundation construction is well advanced. Commissioning is scheduled for
2021. With the construction of the third fabric filter for sinter production, a major environmental
protection project is approaching the home straight. The filter is scheduled to go into operation in
spring 2020. The three fabric filters that will then be available will make a major contribution to
improving air quality in Duisburg. The Packaging Steel business unit has started construction of a
new coating line to continue production of chromium-plated tinplate under improved environmental
standards.

Corporate — Investments at Corporate were lower than in the prior year. One current focus of
investment is in the area of real estate, which is consolidated centrally — independently of the
business areas — at Asset Management. One example is the elevator test and development tower in
Atlanta for the Elevator Technology business area. Other investments related to IT, in particular the
centralized purchase of software licenses and hardware.
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Free cash flow
Free cash flow in the reporting year was again negative and deteriorated significantly from the prior
year, mainly due to the decrease in cash inflows from operating activities.

The Group’s overall free cash flow before M&A, i.e. cash inflow from operating activities excluding
proceeds and expenditures due to major portfolio measures, was significantly lower than in the
prior year. This was mainly due to the weaker operating performance as well as higher capital
employed in our materials businesses and higher ramp-up costs at Components Technology.

Cash flow from financing activities
Financing activities in the reporting year resulted in a significant cash inflow, in particular due to
proceeds from borrowings.

RECONCILIATION TO FREE CASH FLOW BEFORE M & A

Year ended Year ended
million € Sept. 30, 2018 Sept. 30, 2019 Change
Operating cash flows
(consolidated statement of cash flows) 1,184 72 (1,113)
Cash flow from investing activities (consolidated statement of
cash flows) (1,299) (1,335) (36)
Free cash flow (FCF)? (115) (1,263) (1,149)
—/+ Cash inflow/cash outflow resulting from
material M & A transactions (19) 123 142
Free cash flow before M & A (FCF before M & A)? (134) (1,140) (1,007)

' See preliminary remarks.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended Year ended
Sept. 30, Sept. 30,
million € 2018 20192
Net income/(loss) (12) (260)
Adjustments to reconcile net income/(loss) to operating cash flows:
Deferred income taxes, net 282 (110)
Depreciation, amortization and impairment of non-current assets 1,118 1,253
Income/(loss) from companies accounted for using the equity method, net of dividends received (15) 9)
(Gain)/loss on disposal of non-current assets (44) (48)
Changes in assets and liabilities, net of effects of acquisitions and divestitures
and other non-cash changes
- Inventories (419) (325)
— Trade accounts receivable (351) (196)
— Contract assets (373) 300
— Accrued pension and similar obligations (150) (53)
— Other provisions 167 86
— Trade accounts payable 832 (242)
— Contract liabilities 201 (569)
— Other assets/liabilities not related to investing or financing activities (52) 243
Operating cash flows 1,184 72
Purchase of investments accounted for using the equity method and non-current financial assets (2) (5)
Expenditures for acquisitions of consolidated companies net of cash acquired 8) (47)
Capital expenditures for property, plant and equipment (inclusive of advance payments) and
investment property (1,235) (1,175)
Capital expenditures for intangible assets (inclusive of advance payments) (141) (216)
Proceeds from disposals of investments accounted for using the equity method and non-current
financial assets 28 4
Proceeds from disposals of property, plant and equipment and investment property 58 90
Proceeds from disposals of intangible assets 1 15
Cash flows from investing activities (1,299) (1,335)
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended Year ended
Sept. 30, Sept. 30,
million € 2018 20192
Proceeds from issuance of bonds 0 2,500
Repayments of bonds (1,600) (1,250)
Proceeds from liabilities to financial institutions 379 2,539
Repayments of liabilities to financial institutions (567) (2,388)
Proceeds from/(repayments on) loan notes and other loans 81) 678
Increase/(decrease) in bills of exchange (11) 0
(Increase)/decrease in current securities 1 0
Payment of thyssenkrupp AG dividend (93) (93)
Profit attributable to non-controlling interest (38) (55)
Expenditures for acquisitions of shares of already consolidated companies (19) 0
Other financing activities (84) (5)
Cash flows from financing activities (2,114) 1,926
Net increase/(decrease) in cash and cash equivalents (2,229) 663
Effect of exchange rate changes on cash and cash equivalents (57) 36
Cash and cash equivalents at beginning of year 5,292 3,006
Cash and cash equivalents at end of year 3,006 3,706
Additional information regarding cash flows from interest, dividends and income taxes which are
included in operating cash flows:
Interest received 37 27
Interest paid (235) (209)
Dividends received 36 19
Income taxes paid (365) (268)

See accompanying notes to consolidated financial statements.
D Figures have been adjusted (cf. Note 01 and 03).
2 Figures have been adjusted (cf. Note 03).

Assets not recognized and off-balance financing instruments

In addition to the assets recognized on the balance sheet, the Group also uses non-recognized
assets. These are mainly leased or rented assets (operating leases). More details on this can be
found under Note 21. Our off-balance financing instruments also include factoring programs. More
details can be found under Note 09. Should financing instruments of this kind no longer be
available in the future, we have adequate available credit lines. This also applies to the
nonrecourse factoring of receivables, which the Group as a whole sold in connection with ordinary
business activities in the amount of €1.8 billion at the closing date (prior year: €1.8 billion).
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Annual financial statements of thyssenkrupp AG

thyssenkrupp AG is the parent company of the thyssenkrupp Group. The Executive Board of
thyssenkrupp AG is responsible for the management of the Company and the Group. This includes
above all defining corporate strategy and allocating resources as well as executive development
and financial management. The annual financial statements of thyssenkrupp AG were prepared
according to the rules of the German Commercial Code (HGB) and the German Stock Corporation
Act (AktG); the management report is combined with the management report on the Group. The
parent-company financial statements are used to calculate unappropriated income and thus the
amount of the possible dividend payment.

Course of business, future development and risk position

Course of business 2018/2019

The business performance and position of thyssenkrupp AG is mainly determined by the business
performance and success of the Group. We report on this in detail in the sections “Group review”,
“Business area review”, and “Results of operations and financial position”.

Expected development 2019/2020 with material opportunities and risks

The expected development of thyssenkrupp AG in the 2019/2020 fiscal year will depend mainly on
the development of the Group as a whole and its opportunity and risk position. This is the subject
of the forecast, opportunity and risk report of the Group. To this extent the information provided
there on the expected development and risk position of the Group also applies to the future
development and risk position of thyssenkrupp AG.

As parent company of the Group, thyssenkrupp AG receives income in particular from its
subsidiaries. Net income from investments comprises profits and losses transferred from domestic
subsidiaries and dividends distributed particularly by foreign subsidiaries. Accordingly, the
expectations for the Group’s business performance in 2019/2020 should also be reflected in the
income of thyssenkrupp AG. Overall we expect a net loss again in 2019/2020, though significantly
lower than in fiscal 2018/2019.

Results of operations
thyssenkrupp AG reported a net loss of €1,807 million in the 2018/2019 fiscal year, compared with
net income of €1,579 million a year earlier.

Net sales mainly included income from amounts charged on in accordance with the corporate
design, company naming and trademark policy for the corporate mark (€401 million), income from
insurance services (€78 million), and usage fees for Group licenses, software and central IT
security services (€79 million).

General administrative expenses decreased by €69 million to €520 million. This was mainly due to
lower expenses for consulting among other things for the Group’s IT strategy. Personnel expense
declined by €12 million to €191 million. Expenses for provisions for stock-based compensation
decreased by €13 million.
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Other operating income of €1,259 million mainly comprised the permanent transfer of selected
rights to use the corporate mark in the amount of €1,080 million to thyssenkrupp Elevator AG. The
reversal of provisions resulted in income of €95 million.

Other operating expenses increased by €97 million to €183 million and included in particular an
internal waiver of receivables of €109 million. They also included expenses of €14 million for
maintenance and other services for non-operating real estate.

Income from investments decreased by €2,843 million to €(2,367) million.

Expenses from loss transfers increased by €2,308 million to €2,967 million. In particular, the
loss transfer from thyssenkrupp Technologies Beteiligungen GmbH rose by €1,833 million to
€2,464 million. This was due to higher loss absorptions, impairment losses on shares held by
thyssenkrupp Technologies Beteiligungen GmbH and losses on the disposal of financial assets.
Thyssen Stahl GmbH transferred a loss of €273 million, compared with a profit of €559 million a
year earlier. Likewise, thyssenkrupp Materials Services GmbH transferred a profit of €116 million in
the prior year and a loss of €183 million in the reporting year.

In addition, a total of €599 million income from investments resulted in particular from dividend
payments of thyssenkrupp North America Inc. and thyssenkrupp (China) Ltd.

In the course of fiscal 2018/2019 there were impairment charges on financial assets of €82 million
relating to the shares in thyssenkrupp Business Services GmbH, €68 million relating to the shares
in thyssenkrupp UK Plc., €57 million relating to the shares in thyssenkrupp Regional Investment
GmbH, €31 million relating to the shares in thyssenkrupp Singapore Pte. Ltd., and €9 million
relating to two further companies.

Income taxes related to corporation and trade income tax as well as comparable foreign income
taxes.

Financial position
Total assets decreased year-on-year by €1,966 million to €28,247 million. At September 30, 2019,
the share of fixed assets in total assets was down to 69% from 74% a year earlier.

Fixed assets decreased by €2,667 million to €19,618 million. Shares in affiliated companies
increased by €116 million to €19,069 million. The contribution in kind to thyssenkrupp Regional
Investment GmbH of the shares held in thyssenkrupp UK Plc. resulted in an addition of
€447 million to the carrying amount of the investment in thyssenkrupp Regional Investment GmbH
and the derecognition of the carrying amount of the investment in thyssenkrupp UK Plc. (historical
cost of €778 million and impairment of €331 million). Shares in thyssenkrupp Steel Europe AG
were acquired in the amount of €227 million.
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Receivables and liabilities from/to affiliated companies are significant items in the balance sheet of
thyssenkrupp AG. They reflect the central importance of thyssenkrupp AG in the Group’s cash
management system.

At September 30, 2019 receivables from affiliated companies were €44 million lower at
€5,661 million.

thyssenkrupp AG bears liability from the internal transfer of pension obligations. The
indemnification right created by transfer of responsibility for meeting the obligations recognized
under miscellaneous assets decreased by €27 million in the past fiscal year to €256 million. This
was recognized under pension obligations accordingly.

At September 30, 2019 cash in hand and cash at banks was €683 million up from a year earlier at
€2,541 million.

Total equity decreased by €1,899 million to €6,778 million at September 30, 2019. This was due
to the lower unappropriated income of €196 million compared with the prior year. The equity ratio
therefore decreased to 24% (prior year: 29%).

The €7 million reduction in pension provisions was mainly due to payments (€48 million) and the
change in the aforementioned internally transferred pension obligations (€27 million). This was
partly offset by €53 million additions and €25 million accrued interest. In other provisions, the
provision for stock-based compensation decreased by €40 million and the provision for
outstanding invoices by €28 million.

Liabilities to affiliated companies were mainly deposits by subsidiaries in the Group’s central
financial clearing system and loss transfers under profit and loss transfer agreements. Liabilities to
affiliated companies were €1,980 million lower year-on-year at €12,860 million. This was mainly
due to a reduction in intercompany liabilities by €4,315 million to €9,747 million. Liabilities due to
loss transfers under profit and loss transfer agreements increased by €2,307 million. More
information on the financial position of thyssenkrupp AG is contained in the Notes to the parent-
company financial statements.

Unappropriated income and proposal for the appropriation of net income

The legal basis for the distribution of a dividend is the unappropriated income of thyssenkrupp AG
calculated in accordance with HGB. It is calculated from the €1,807 million net loss for the year of
thyssenkrupp AG, plus the profit carried forward from the prior year. The annual financial
statements therefore show unappropriated income of €196 million.

The Executive Board and Supervisory Board propose to the Annual General Meeting that the

unappropriated income for the 2018/2019 fiscal year in the amount of €196 million be used as
follows: transfer of the amount to other retained earnings.

91



@O

thyssenkrupp annual report 2018/2019
2 Combined management report | Report on the economic position

Statement of financial position of thyssenkrupp AG

ASSETS

million €

Sept. 30, 2018

Sept. 30, 2019

Fixed assets

Intangible assets 71 61
Property, plant and equipment 312 293
Financial assets 21,902 19,264
22,285 19,618

Operating assets
Receivables and other assets 6,032 6,047
Cash on hand and cash at banks 1,858 2,541
7,890 8,588
Prepaid expenses and deferred charges 38 41
Total assets 30,213 28,247

EQUITY AND LIABILITIES

million € Sept. 30, 2018 Sept. 30, 2019
Total equity
Capital stock 1,594 1,594
Additional paid-in capital 2,703 2,703
Other retained earnings 2,283 2,283
Unappropriated income 2,097 196
8,677 6,778
Provisions
Accrued pension and similar obligations 1,076 1,069
Other provisions 232 136
1,308 1,205
Liabilities
Bonds 4,700 5,950
Liabilities to financial institutions 252 327
Liabilities to affiliated companies 14,840 12,860
Other liabilities 435 1,126
20,227 20,263
Deferred income 1 1
Total equity and liabilities 30,213 28,247
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STATEMENT OF INCOME

million € 2017/2018 2018/2019
Net sales 515 581
Cost of sales (144) (169)
Gross profit 371 412
General administrative expenses (589) (520)
Other operating income 1,830 1,259
Other operating expense (86) (183)
Income from investments 476 (2,367)
Net interest (254) (166)
Write-downs of financial assets and securities classed as operating assets (143) (247)
Income taxes (26) 5
Earnings after taxes/Net income/loss 1,579 (1,807)
Profit appropriation

Net income/loss 1,579 (1,807)
Profit carried forward 1,308 2,004
Transfer to other retained earnings 789 0
Unappropriated income 2,097 196

Technology and innovations

Innovation strategy

Our research and development efforts are concentrated on the major technological challenges of
the future. Key areas are the digital transformation of industry, climate change, the energy
transition, and mobility in increasingly densely populated urban areas.

Our global R&D network includes some 4,800 employees at around 90 sites. It is augmented by
collaborations with external partners such as universities, research institutes and other industrial
enterprises. In the reporting period we registered around 2,500 new patents and utility models. As
a result thyssenkrupp’s patent portfolio now contains some 22,100 patents and utility models. In
the trademark area there were around 220 new filings, including designs, in the reporting year,
bringing the overall portfolio to around 9,400 property rights.

Total spending on R&D at the thyssenkrupp Group came to €761 million in the reporting year, a
decrease of 3% year-on-year. Adjusted R&D intensity — the ratio of R&D costs to sales excluding
trading and distribution — was 2.5%, in line with our target of a sustainable adjusted R&D intensity
of around 2.5%.
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In the 2018/2019 fiscal year we capitalized development costs of €79 million, compared with
€63 million in 2017/2018. The share of capitalized costs in overall R&D costs — the capitalization
ratio — rose to 18.8% from 15.3% a year earlier.

RESEARCH AND DEVELOPMENT

Year ended Year ended
million € Sept. 30, 2018 Sept. 30, 2019 Change in %
Research and development costs 348 341 (2)
Amortization of capitalized development costs 37 37 0
Order-related development costs 402 384 (5)
Group? 787 761 3)

D See preliminary remarks.

Climate protection and energy transition

In line with our climate strategy we pushed ahead with various innovations such as Carbon2Chem
and water electrolysis which address emissions of climate-damaging gases. The goal is to reduce
thyssenkrupp’s emissions and help our customers achieve the CO, neutrality required by the Paris
Accord by 2050. This is of particular relevance because sustainable markets in the order of many
billions of euros are evolving in this area. For example we produced ammonia from steel mill gases
under the Carbon2Chem project. This is the first time worldwide that CO, from steel mill gases have
been chemically converted into ammonia. Steel mill gases are gases from steel production which in
addition to CO, also contain nitrogen oxides. Ammonia is one of the basic materials used in the
production of artificial fertilizers, with which agricultural land can be farmed more efficiently.
Ammonia production is another milestone in the Carbon2Chem project, which is being funded by
the German Federal Ministry of Education and Research with around €60 million. In September
2018, thyssenkrupp succeeded for the first time worldwide in producing methanol from steel mill
gases. Carbon2Chem is a large-scale project coordinated by thyssenkrupp together with institutes
of the Fraunhofer and Max Planck Societies and involving 15 further partners from research and
industry. The technology, if implemented on an industrial scale, could make around 20 million tons
of the annual CO, emissions of the German steel industry economically utilizable. It could also be
used in other CO,-intensive industrial processes, e.g. in the cement industry. Carbon2Chem thus
plays a central role in our climate strategy, both in reducing our own process emissions and in
reducing CO, and other environmentally harmful gases at our customers.

At the same time, we are focusing on a concept for steel that prevents the formation of CO, in the
production process from the outset. This path will be taken with the help of hydrogen-based
technologies. To gather important findings, preparations were made in the reporting year for the
injection of hydrogen into blast furnace 9 at the Duisburg-Nord mill. In a test phase limited to four
trials, for the first time in the world pulverized coal will be replaced by hydrogen at one of the blast
furnace’s tuyeres. Applied to all the blast furnace’s tuyeres, the process has a theoretical CO,
reduction potential of 20%. The state of North Rhine-Westphalia is funding this pioneering work to
the tune of around €1.6 million as part of the state initiative In4Climate.
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The new second-generation Oxyfuel process developed under our climate strategy enables the
simple capture and utilization of CO, through the use of pure oxygen in the manufacturing process
of cement plants. The required oxygen can be produced on a sustainable basis through water
electrolysis. The hydrogen produced simultaneously during water electrolysis can be used to
further process the CO; into useful chemicals, e.g. methanol.

Digitization

With digital services for the chemical, fertilizer, mining, cement and steel industries, we offer our
customers sector-specific solutions to increase their productivity and equipment availability. Data
analytics offers great opportunities, especially for the operation of large-scale plants. For example
we are currently developing applications that make it possible to run plants at their optimum
operating point at all times. In this way, the costs of consumables and supplies can be significantly
reduced and production volumes maximized. With our “digitized expertise” we combine algorithms
that make it possible to predict product quality without having to wait for laboratory results. The
technology can also be retrofitted in existing plants.

In the materials sector we pressed ahead with the digitization of the supply chain in the reporting
year. One particular focus was the introduction of a flexible IT infrastructure to allow smart and
agile control of processes along the supply chain: “DESCA” (Digital Extended Supply Chain
Accelerator) shortens order lead times and at the same time paves the way for new supply chain
services — including for example real-time information on delivery status, which customers can
access via an app. At the same time, the system, which is based on SAP HANA, creates the
prerequisites for machine learning. For this, DESCA consolidates data from procurement, logistics
and sales in a pool, where they are processed by “alfred”: This artificial intelligence system,
introduced at the beginning of 2019, processes information in seconds and uses it to develop
recommendations for process optimization. With the introduction of Al we are further raising our
level of service in the materials sector.

Also new at thyssenkrupp is the App Factory, a team specializing in the development of apps that
make processes more efficient and customer-oriented. It combines the know-how on mobile apps
previously available in various parts of the Group. Employees can contact the app experts with their
needs and ideas. There they are supported in every step through to going live. Current examples of
the App Factory’s work are an app that accelerates the spare parts business for tracked vehicles
and an app for ordering processed metal products. The apps are available for users in the app
stores for [0S and Android devices.

We launched the Smart Steel Pioneers program to further advance the digital transformation in the
steel business: It gives employees with new ideas for digital solutions, methods or business models
the opportunity to develop their projects in a start-up environment — i.e. without fixed structures or
hierarchies. They relocate their workplace for six months to the Betahaus in Berlin, a co-working
space especially designed for start-ups. To take part in the program, employees apply to the Digital
Acceleration Office, the steering committee for digital topics in the steel business. The Smart Steel
Pioneers report to the same office every six weeks and present their results and financial needs for
further steps.
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oXeanseeker is a new underwater system for sustainable fishing. It can identify the composition of
shoals of fish much more accurately than is possible with conventional technologies. This reduces
bycatch, i.e. the number of unintentionally caught fish. Under current legislation, bycatch counts
towards fishermen’s catch quotas, reducing their profits. oXeanseeker is a self-steering mini
submarine equipped with sonar, camera and lighting. The fish species making up a shoal are
identified by a neural network. After surfacing, oXeanseeker sends the results to the mother ship
via WiFi. In addition, the mini submarine is equipped with a GPS (Global Positioning System)
receiver. With the help of the oXeanseeker data, fishermen can tell the composition of a shoal and
the size of the individual fish before they head for it. oXeanseeker was created in the thyssenkrupp
garage. The aim of this in-house innovation format is to make the Group even more agile and
innovative by developing radically new product and service ideas to market readiness as quickly as
possible. Employees can invest half of their working time in a start-up project for six months, with
their normal work continuing on a part-time basis. We also support promising ideas financially.

Sustainable mobility

In the automotive sector, one focus of development work is to integrate chassis components with a
higher-level interface to control vehicle dynamics. Software engineers at thyssenkrupp are
developing an integrated control module (vehicle motion control) that bundles information from the
individual control units (actuators) in the vehicle. It processes steering, braking, shock absorber
and drive impulses to create a coordinated driving strategy. Such an interface for controlling vehicle
dynamics is indispensable for all stages of autonomous driving. It not only performs essential
safety-relevant tasks, but can also be adapted to the individual needs and wishes of the user. This
control unit could already be used in today’s vehicles and significantly improve the performance of
existing assistance systems.

We are also working together with IBM on the future of autonomous driving. thyssenkrupp is
contributing its expertise in the field of vehicle dynamics, while IBM is contributing “Watson”, a
cloud platform that provides various methods of artificial intelligence. In the joint pilot project, data
from the vehicle such as speed and acceleration will be sent to Watson and evaluated using Al
algorithms. In the long term, for example, this could lead to solutions that can better adapt to the
user’s personal driving style through machine learning.

Also from thyssenkrupp Garage is carValoo, a new, data-based service that allows comprehensive
evaluation of car usage. The new service is aimed at fleet operators such as car sharing providers,
car rental companies and leasing companies. Cars with many different drivers often suffer damage
that cannot be assigned to a specific user afterwards. carValoo has sensors that record the
acceleration and rotational movements of the vehicle in every direction. It sends the data to a cloud
platform for evaluation. There, an algorithm trained on the principle of machine learning assesses
the information and analyzes driving style and damage situations.
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thyssenkrupp Elevator has launched “synergy” and “evolution”, two new product families for low
and mid rise buildings, on the European market. They each comprise three models — 100/200/300
— with extensive technical innovations. These include increased efficiency in the use of the shafts
and greater overall sustainability.

The synergy 100 and all the “evolution” models meet the highest environmental requirements and
have been awarded Energy Label A for low and high traffic volumes (categories 1 and 5). In
addition, the environmental product declaration (EPD) for synergy 100 was published in September
2019. Elements such as gearless drive technology, long-life LED lighting and an optional sleep
mode for electronic components enable class A energy efficiency.

In Atlanta, construction work has begun on the new Innovation and Qualification Center 1QC. The
centerpiece of the research unit is a 128-meter tower for elevator testing. It is the highest of its
kind in the USA and also holds a leading position internationally. In the tower’s 18 shafts tests will
be carried out on new concepts and prototypes. These include TWIN, thyssenkrupp’s unique
elevator system with two independently operating cabs in one shaft, and MULTI, the revolutionary
ropeless elevator that can also travel horizontally.

Climate, energy and environment

thyssenkrupp attaches great importance to climate and environmental protection and energy
efficiency — from the supply chain to internal production and manufacturing processes to products.
With our solutions we want to help meet rising demand for goods and services in a resource-
efficient way. Climate and environmental protection are therefore a core component of
thyssenkrupp’s sustainability approach and thus its corporate strategy.

thyssenkrupp has ambitious targets to reduce greenhouse gas emissions
The Group’s greenhouse gas emissions — scope 1 and 2 emissions as per Greenhouse Gas
Protocol — amounted to around 23 million tons in the reporting period.

We have been working for many years to systematically improve energy and climate efficiency in
our production and we work with our customers to develop efficient solutions for the reduction of
greenhouse gases. The success of our climate efforts is also confirmed externally on a regular
basis. In the reporting year thyssenkrupp was placed on CDP’s A list for the third time in a row; that
means that CDP considers us a global leader in climate transparency and management.
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In the reporting year we significantly advanced our climate strategy and set ourselves ambitious
targets. Our long-term target is to be climate-neutral by 2050. On the path to climate neutrality we
have defined concrete milestones: by 2030 we aim to reduce our direct emissions (scope 1) and
emissions from the purchase of energy (scope 2) by 30% (base year 2018). Indirect emissions in
the value chain, mostly associated with the use of our products, are to be reduced by at least 16%.
The Science-Based Target initiative (SBTi) closely examined our targets and officially confirmed
that they are in line with the Paris Climate Agreement and with the latest climate science.

Our climate targets will be implemented under our corporate program CAPS (Climate Action
Program for Sustainable Solutions): within this program our activities are grouped together in the
clusters #IMPLEMENT, #ENABLE and #ENGAGE to create synergies. With regard to the emissions
associated with our own production, in addition to improving energy efficiency we are pursuing two
main parallel approaches: under the CDA approach (Carbon Direct Avoidance) we aim to replace
carbon step by step with hydrogen as a reducing agent in steel production and avoid the
production of CO,; in parallel with this we will pursue a CCU approach (Carbon Capture and Usage)
and capture CO, and convert it into base chemicals using the Carbon2Chem process developed
and tested by our engineers.

To reduce indirect emissions we are also relying on Carbon2Chem for the cement and steel
industry; in addition we are focusing on solutions for the use and storage of renewable energies
and for sustainable mobility. More information on this is provided in the section “Technology and
innovations” and on our website.
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THYSSENKRUPP CLIMATE TARGETS UNTIL 2030

Greenhouse gases resulting from
production and processes in our
own company

Greenhouse gases resulting
from production of purchased
energy sources

Greenhouse gases resulting
from use of our products

Combined reduction target: -30% by 2030 Reduction target: -16% by 2030

Our environmental, climate and energy management systems are based on the Group’s global
environment and energy policy and a corresponding Group Regulation. We have defined three
indirect financial targets (IFTs) for the areas of environmental management, energy management
and energy efficiency on the basis of our general strategic requirements. Implementation of these
targets is supported by internal committees at various levels; in addition we provide corresponding
training for auditors and promote regular exchanges of experience by organizing international and
regional conferences within the Group.

Environmental management at our sites

thyssenkrupp has set itself the binding target for all Group companies with environmentally relevant
activities to have implemented an ISO 14001 environmental management system by fiscal year
2019/2020. This international standard covers all relevant environmental aspects, from the
reduction of wastewater, waste and emissions to the environmental impact of products during use
through to disposal. We have set out clear requirements for our Group companies: They must
continuously improve their environmental performance and at the same time meet legal and other
requirements and concrete environmental goals at their individual sites.

Activities regarded as environmentally relevant are defined in our Group Regulation. At September
30, 2019 more than 60 thyssenkrupp companies were determined as environmentally relevant in
line with this Regulation. Of these more than 90% already comply with the required standard.
Related to the overall workforce the Group therefore handles around 60% of its environmental
management activities in accordance with ISO 14001.
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Continuous improvements in energy efficiency and energy management
The Group’s energy consumption came to more than 70 terawatt hours (TWh) in the 2018/2019
fiscal year.

Energy efficiency has always played an important role at thyssenkrupp. Launched five years ago,
the global Groupwide Energy Efficiency Program (GEEP) includes measures such as better use of
waste heat, the reduction of stand-by times and the replacement of plant components. In the
reporting year we set ourselves the goal in the GEEP program of increasing energy efficiency in the
Group as a whole by 200 GWh. At 325 GWh we exceeded this goal. Mathematically these efficiency
gains enabled us to avoid around 100,000 tons of greenhouse gas emissions. The goal for the
current fiscal year 2019/2020 is to achieve efficiency gains of 150 GWh. In addition, all energy-
relevant activities are to be covered by an ISO 50001 energy management system by 2019/2020.
Among other things this means setting concrete energy targets for each of the corresponding
Group companies, measuring energy flows and optimizing organizational and technical processes.
At September 30, 2019 this applies to over 50 companies in the Group; at the end of the reporting
year all relevant companies already comply with the standard. In terms of energy consumption this
means that more than 90% of energy management activities at thyssenkrupp are covered by the
ISO 50001 standard.

Further information on climate, energy and environment can be found in the “Opportunity and risk
report” and on our website.
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Purchasing

thyssenkrupp buys in a wide variety of products, product groups and services. Our goal is not just
to achieve an optimum price/quality ratio; we also look at our own products and design them from
the outset to allow necessary components to be procured as cost-efficiently as possible.

Almost half our purchasing volume is for commodities such as raw materials or materials for our
distribution businesses. The other half is used for technological products and services.

Materials expense

Materials expense comprises the Group’s total spend on products and services. In the reporting
year it increased year-on-year by 3% to €26 billion. Materials expense as a percentage of sales
came to 63% (prior year: 62%). Depending on business model, the percentages of the business
areas ranged between 37% (Elevator Technology) and 84% (Materials Services). The following
table shows the materials expense of each business area in absolute figures:

MATERIALS EXPENSE

° www.thyssenkrupp.com >

Company > Procurement

03

Materials expense as a percentage of
sales came to 63%.

Year ended Year ended
million € Sept. 30, 20182 Sept. 30, 2019 Change in %
Components Technology 3,738 3,938 5 Materials Expense of the
Elevator Technology 2,704 2,908 8 business areas
Industrial Solutions® 2,358 2,591 10 as % of sales 2018/2019
Marine Systems? 702 1,051 50
Materials Services 12,190 11,684 (4 84
Steel Europe 5,876 5,818 (1) 65 64
57 58
Corporate / consolidation (1,877) (1,625) 13
Group? 25,690 26,365 3 57
b See preliminary remarks.
2 Prior-year figures have been adjusted due to the adoption of IFRS 15.
1 2 3 4 5 6

Our global purchasing organization once again reliably secured the supply of materials to
thyssenkrupp’s plants in the reporting year. More information is provided in the “Opportunity and
risk report” under “Procurement risks”.

Corporate initiative “synergize+”
We manage our global purchasing volume strategically via our Groupwide procurement
organization.

A core element of “synergize+” is strategic cluster management, which consolidates purchasing
volumes across businesses, regions and functions. Another key element is “supply market
intelligence” — in-depth procurement market analyses for example on suppliers or general product
cost structures. Roughly 50% of the entire Group’s purchasing volume was analyzed and evaluated

101

1

Components Technology

57%

2

Elevator Technology

37%

3

Industrial Solutions

65%

4

Marine Systems

58%

5

Materials Services

84%

6

Steel Europe

64%



https://www.thyssenkrupp.com/en/company/procurement

@OWE

thyssenkrupp annual report 2018/2019
2 Combined management report | Purchasing

in this way in the reporting year. Based on this the Group’s material cluster teams developed
targeted measures to strategically utilize the respective procurement markets.

In order to efficiently support and further develop the Groupwide procurement organization, we are
currently pressing ahead with the digitization of purchasing; as part of this, purchasing processes
are also being standardized. Step by step we are using our uniform online procurement platform
with its five modules (sourcing, contracts, supplier, catalog and exchange) for the entire Group.
Digital tools include online tenders, auction