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RISK REPORT

PROCESS MANAGEMENT

ProSiebenSat.1 Group has a comprehensive risk management sys-
tem, which covers all activities, products, processes, departments,
investments, and subsidiaries that could have an adverse impact on
our Company's business performance. The traditional risk manage-
ment process is structured into four phases:

1. Identification: The basis is to identify material risks by means of
a target/actual comparison. The decentralized risk managers are
responsible for this. They use early warning indicators defined for
relevant circumstances and key figures. For example, the develop-

ment of audience shares is an important early warning indicator.
= Intragroup Management System

2. Assessment: The relevant risks are assessed on the basis of a
matrix. On the one hand, the circumstances are categorized on a
five-level percentage scale in terms of the probability of their occur-
rence. On the other hand, their level of potential financial impact is
estimated; the financial equivalents are likewise broken down into
five levels. Using the matrix presentation, potential risks are classi-
fied as “high”, "“medium”, or “low" depending on their relative signifi-
cance. As well as classification, risk assessment also includes analyz-
ing causes and interactions. Measures to counteract or minimize risks
are included in the assessment (net assessment). In order to obtain
the most precise view of the risk situation possible, however, oppor-
tunities are not taken into account. = Opportunity Report

3. Management: Using appropriate measures, ProSiebenSat.1 Group
canreduce the probability of occurrence of potential losses and limit
or reduce possible damage. In order to handle risks safely, it is there-
fore very important to take adequate countermeasures as soon as an
indicator exceeds a certain tolerance limit.

4. Monitoring: Risk monitoring and risk reporting round off the risk

management process. The aim is to monitor changes and review the
effectiveness of the management measures taken. Monitoring also

RISK MANAGEMENT PROCESS

includes documentation, which ensures that all hierarchy levels rele-
vant to decision-making have adequate information on risks.

i Riskis defined in this report as a potential future development or event
that could significantly influence our business situation and result in a
negative deviation from targets or forecasts. The risk indicators that
we have already taken into account in our financial planning or in the
Consolidated Financial Statements as of December 31, 2019, therefore
do not come under this definition and are consequently not explained
in this Risk Report.

In addition to a structured process, the fundamental requirements for
handling risks safely throughout the Group include clear decision-mak-
ing structures, standardized guidelines, and a methodical approach
by the responsible bodies. At the same time, processes and organi-
zational structures must be flexible enough to allow ProSiebenSat.1
Group to respond appropriately to new situations at all times. For
this reason the regular classification of risks takes place on a decen-
tralized basis and thus directly in the different corporate units, as
described below:
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_ Decentralized risk managers: The risk managers identify the risks
from their respective area of responsibility according to the stan-
dard Group system described. They document their results in an
IT database every quarter.

_ Group Risk Officer: The Group Risk Officer reports the risks iden-
tified in the database to the Executive Committee and Supervisory
Board on a quarterly basis. In addition, relevant risks arising at
short notice are reported immediately. In this way, the Executive
Committee and Supervisory Board receive all analyses and data
relevant for decision making regularly and at an early stage so
that they can respond.

_ The Risk Office supports the various corporate units in identify-
ing risk at an early stage. It ensures the efficacy and timeliness of
the system by training the decentralized risk managers and con-
tinuously monitoring the scope of risk consolidation. Moreover, the
Internal Audit unit regularly reviews the quality and compliance of
the risk management system. The results are reported directly to
the Group CFO and then discussed in the Executive Committee and
presented to the Supervisory Board for its information.

The regular review of the risk management system by Internal Audit as
well as by external experts has generated a positive result. The basis
for the audit is the risk management handbook. This handbook sum-
marizes company-specific principles and reflects the internationally
recognized frameworks for enterprise risk management and internal
control systems of COSO (Committee of Sponsoring Organizations of
the Treadway Commission).

DEVELOPMENT OF RISK CLUSTERS

ProSiebenSat.1 Group divides the risks at segment and Group level
into the “operating risks", “finance risks", “compliance risks", “stra-
tegic risks" and “non-financial risks" categories. Due to their the-
matic diversity, ProSiebenSat.1 Group also subdivides the respective
"operating risks"” into the following risk clusters: “External risks",
“sales risks", “content risks", “technological risks", “personnel risks",
“investment risks", “product risks" and “other risks". The risk clusters
inturn comprise various different risks. These are not necessarily the
only risks that the Group faces. However, we are not currently aware
of any additional risks that could impact our business activities, or we

do not consider them relevant in the context of this report.

We monitor all risks identified as part of the risk management pro-
cess; however, this Risk Report focuses only on risks that could have
a high or very high impact and describes the respective change com-
pared to the previous year. This describes a change in reporting com-
pared to the previous year, in which risks were reported with at least a
medium overall assessment. Contingent liabilities from possible com-
pliance risks are presented in the = Notes, note 31 “Contingent liabilities"

i This Annual Report only presents risks with a high or very high poten-
tial impact; we do not report on risks with a very low, low or medium
potential impact here. This describes a change in reporting compared to
the previous year, in which risks were reported with at least a medium
overall assessment. However, if a risk that currently has very low, low
or medium potential impact changes into a risk with a high or very high
potential impact, we will include this change in our future Risk Reports.
Conversely, if risks which are currently rated as having a high or very
high impact are downgraded to very low, low or medium impact, such
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risks will not be described in detail in this report except for the change
compared to the risk situation published in the Annual Report 2018
itself. The evaluation of probability of occurrence and risk impact and
the general Group thresholds are unchanged compared to the previ-
ous period.

Overall, the overall risk situation has increased compared to the pre-
vious year. This is because, on the one hand, macroeconomic risks
have increased at Group level. Furthermore the license risks and the
production risks associated to the local content strategy in the Enter-
tainment segment have increased from a low to a medium impact
compared to December 31, 2018. In addition, sales risks in the com-
merce segment have increased compared to December 31, 2018 and
are now classified as possible rather than unlikely. On the other hand,
the production risks in the Content Production & Global Sales seg-
ment has decreased from a high to a medium impact compared to
December 31, 2018. All other risks and risk clusters — if not explicitly
mentioned - have not changed.

We estimate that there are currently no risks that, individually or in
combination with other risks, could have a material or lasting adverse
effect on the earnings, financial position and performance. The iden-
tified risks pose no threat to the Company as a going concern, even
looking into the future.

i Overall risk situation: To assess the overall risk situation,
ProSiebenSat.1 Group initially classifies all individual risks as part of
the quarterly assessment process, aggregates them, and assigns them
to clusters. When assessing the overall risk situation, ProSiebenSat.1
Group weights the clusters according to their significance for the Group.
The assessment of the overall risk situation is thus the result of an
aggregate analysis of the main risk categories of the Group and its three
segments Entertainment, Content Production & Global Sales and Com-
merce, whereby no risks with a high or very high impact were detected
in the Content Production & Global Sales or Commerce segments.

As already explained, this report describes risks with a potentially high
or very high impact, but does not describe risks with a potentially very
low, low or medium impact. This represents a change compared to the
previous year's report, in which risks were described with a medium
or high overall assessment, but not those with a low overall assess-
ment. Due to this change, the following risks, each with a medium
overall assessment, are not described in this report:
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Category

Change

Possible

Impact Overall Risk

compared to
previous year

Probability

Segment Entertainment

Operating External e » General sector risks Unchanged Very High Possible High
(e.g consumer trends)
Sales e » Entertainment reach Unchanged High Possible Medium
(TV and digital)
° > Entertainment sales Unchanged Very High Likely High
(TV and digital)
Group
Operating External 0 > General economic risks Increased Very High Possible High
Finance e » Counterparty risks Unchanged Very High Unlikely Medium
Compliance e » General compliance Unchanged High Possible Medium

(incl. statutory reporting obligations,
antitrust, litigation, data protection
and eprivacy)

© unchanged ) increased

_ Bestseller-clause § 32a UrhG (focus on Non Fiction) in the Enter-
tainment segment

_ Risk re: licensed content/negotiating position with studios and
independents (incl. quality of the content) in the Entertainment
segment

_ Content production in the Content Production & Global Sales seg-
ment

_ Security risks at group level

_ Regulatory (incl. media law/broadcasting licenses) risks at group
level

_ Claims for disclosure and action for damages by RTL 2 Television
GmbH & Co. KG and El Cartel Media GmbH & Co. KG in the Enter-
tainment segment

_ Success of in-house and commissioned productions and local con-
tent strategy in the Entertainment segment

_ Salesrisks in the Commerce segment

ENTERTAINMENT SEGMENT
Operating Risks: External Risks

General sector risks (e.g. consumer trends): We believe that the
risks from a change in video usage are unchanged and continue to see
their occurrence as possible. In the event of a fundamental change,
we cannot completely rule out a very high financial impact. We there-
fore rate this as a high risk overall.

The digital transformation, and particularly the growing use of the
Internet, have changed media usage behavior. For a long time now,
TV content for example has been used not only linearly and on con-
ventional TV sets but also via mobile devices such as laptops and
smartphones. These alternative forms of use are becoming increas-
ingly popular, especially among younger viewers. Today, 20% of all

Group Management Report
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TV use by 14- to 29-year-olds is not via a TV set but on devices such
as smartphones, tablets and PCs/laptops.

Together with radio, TV has been the medium with the furthest reach
in Germany for over 50 years. The TV viewing time calculated by AGF
was around 202 minutes per day (adults aged 14-69) in 2019. Tradi-
tional television will continue to dominate video usage in Germany
in the future. Although TV usage on non-mobile devices is likely to
continue to decline slightly, it will still remain in first place. At the
same time, the popularity of web-based video offers will continue to
increase. Streaming platforms with own content are therefore gain-
ing in importance. We have made this the focus of our strategy and
expectations.

We further extend our portfolio with digital offers. We do this through
our own products as well as through partnerships with other platform
providers. The most important example of this is our joint venture
Joyn, in which ProSiebenSat.1 Group owns 50%. = Group Environment

In line with our strategy, we bracket the various forms of use, i.e.
the use of TV, catch-up and other online video content, together as
video usage. This is reflected in particular by the planned reporting
of comprehensive, overall reach for all these forms of use under the
name “total reach'. = Opportunity Report = Risks from reach development
(TV and digital)

i As a Joint Venture, Joyn and its activities are not considered in the
revenues and costs of the Group. However, the results of the joint ven-
ture are included in the result from investments accounted for using the
equity method in the consolidated income statement.
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OVERVIEW OF THE TOP RISKS
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very high
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Operating Risks: Sales Risks

The development of sales risks is influenced by a number of factors.
In addition to measurements of reach, macroeconomic data and sec-
tor-specific trends such as the general development of the advertising
market and the distribution of advertising budgets among the media
mix are relevant. In this context, there is considerable risk potential
in reallocating budgets to online media, possibly going hand-in-hand
with a declining TV share in the media mix or a negative trend in the
revenue volume of the net TV advertising market.

Entertainment reach (TV and digital): The risks from reach devel-
opment have not changed: We continue to classify this risk category
as possible; the potential effects would be high. On the whole, we
consider it a medium risk.

ProSiebenSat.1 Group has implemented an early warning system in
order to keep a close eye on short, medium and long-term develop-
mentsinreach. Audience market shares, which ProSiebenSat.1 Group
analyzes daily on the basis of data from AGF, are an important indi-
cator here. In 2019, we successfully increased the audience market
shares in the important revenue market of Germany while extending
our reach ondigital platforms. Thereby, a shift of the total reach from

TV to digita| offers was observed. = Development of ProSiebenSat.1 Group’s
Relevant Business and Market Environments

Our objective is to offer entertainment — whenever, wherever and
on any device. In this context, the Group brought its entertainment
activities in the TV and digital sectors even closer together in one
segment in 2019. This will allow us to make use of synergies, to com-
pensate for fluctuations in reach within the portfolios and simultane-
ously to react to the change in media usage habits resulting from the
growing attractiveness of web-based offerings. This objective is also

Group Management Report
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reflected in the enhancement of our early warning system: In 2018,
ProSiebenSat.1 Group expanded its risk definition for reach develop-
ment to the digital sector. In the medium term, the total reach of linear
and digital distribution channels (including Joyn) is to be expressed
in standardized KPIs (“Total reach”) and advertising is to be more
precisely addressable (“Smart reach”). “Total reach” allows overlaps
between the various forms of use to be presented, e.qg. joint viewers
of the TV broadcast of a show and the accompanying catch-up offer-
ing. “Smart reach” will also give us the opportunity to show more rel-
evant and individual advertising for users, enabling an improved offer
for advertising customers to address their target groups. These new
indicators will adequately reflect the change in usage of the tradi-
tional TV and the digital entertainment offering. = Development of Media
Consumption and Advertising Impact = Opportunity Report

In addition to these quantitative analyses, qualitative studies are also
an important control instrument, as they give stations direct feed-
back from their audience. Nevertheless, individual mistakes cannot
be ruled out. The production and acquisition of appropriate programs
is a process whose success depends to a significant degree on the
subjective opinion of our viewers. Moreover, competition will remain
fierce, both within the German market and with regard to interna-
tional digital corporations.

Entertainment sales (TV and digital): ProSiebenSat.1 Group consid-
ers the convergence of media not only in terms of reach development,
but also in enhancing its risk management system in the sales area.
Therefore, the various risks identified in this context were aggregated
into an overall risk for TV and digital ad sales in 2018.

The competition with global digital providers has become more inten-
sive. The transition from traditional linear television to streaming and
catch-up video offerings is constantly accelerating. This entails the
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risk for ProSiebenSat.1 Group that advertising customers could be
less willing to invest or prices for TV advertising could fall. We cannot
therefore rule out very high effects on our revenue development in
the TV advertising market, although we are pursuing a digital enter-
tainment strategy.

The success of ad sales, including in the digital sector, depends on
several factors, such as the attractiveness of the platforms on which
the content is reproduced, but of course of the content itself, and its
reach and monetization. In addition, adblockers represent a further
sales risk in the sale of online advertising. These plug-ins, which are
offered for browsers or apps for mobile devices, prevent advertis-
ing from being displayed. In order to limit this risk, ProSiebenSat.1
Group has introduced technical means that can effectively prevent
the adblockers from functioning. We are also taking legal action and
have filed an application for aninjunction against the most widespread
adblocker in Germany (AdBlock Plus).

Based on the above measures and developments as well as various
market studies, which were also used to prepare the 2020 budget, we
see ad sales risk as unchanged compared to the previous year. The
probability of occurrence is still likely. The potential impact on reve-
nue performance would be very high, so we categorize the risk overall
as high, asin the previous year. = Future Business and Industry Environment

GROUP LEVEL
Operating Risks: External Risks

General economic risks: Over the course of 2019, global growth
momentum has slowed significantly. This had a negative impact on
the strongly export-oriented German economy, which grew by 0.6%
inreal terms, a much weaker rate than in 2018, with a growth of 1.5%.
While industry showed a pronounced weakness, the domestic econ-
omy developed robustly and the private consumption solidly.

The International Monetary Fund expects the global economy to
recover slightly in 2020. However, this recovery will be modest at
best and is also fraught with considerable risk. The unfavorable and
increasingly uncertain external conditions could therefore spread to
Germany's previously robust domestic economy. We therefore con-
sider the economic risks to be higher than at the end of 2018. As com-
panies' advertising expenditure and other investment decisions are
influenced by the general economic situation and sentiment, we see
this external risk as a high risk with a very high impact on earnings
performance. Previously, we considered the risk to be medium with
a high impact on earnings performance. We continue to classify the
probability of occurrence as possible. Visibility in the advertising mar-
ket remains limited. ProSiebenSat.1 Group therefore aims to increase
itsindependence from the highly profitable but economically sensitive
free TV business and thus further diversify the risk profile. = Economic

Development =» Future Business and Industry Environment

Finance Risks

The Group is exposed to various finance risks in its operating and
financing activities. These include financing risk, counterparty risk,
interest risk, currency risk and liquidity risk; with the exception of
counterparty risk, we classify finance risks as having low significance.

Group Management Report
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We counter these risks with extensive measures and use derivatives
for hedging purposes. = Borrowings and Financing Structure

The assessment and management of finance risks is coordinated cen-
trally. To this end, the Group Finance & Treasury department analyzes
the development in the markets, derives potential opportunities and
losses for ProSiebenSat.1 Group on this basis, and regularly assesses
the risk situation. The measures required are defined in close coop-
eration with the Group’s Executive Committee. Principles, tasks, and
responsibilities are defined on a Group-wide basis and requlated via
binding guidelines for all subsidiaries of ProSiebenSat.1 Group.

Counterparty risk: The Group concludes finance and treasury trans-
actions exclusively with business partners who meet high credit rating
requirements. The counterparties’ profiles are monitored systemati-
cally and continuously in this context. As well as using credit checks,
ProSiebenSat.1 Group limits the probability of occurrence of coun-
terparty risks through a broad diversification of its counterparties.
The conditions for concluding finance and treasury transactions are
regulated in standardized Group guidelines. We continue to rate the
occurrence of counterparty risk unchanged as unlikely. However, as
lenders' defaults could have a very high impact on our earnings per-
formance and financial position, we classify the risk as medium overall.

i Derivative financial instruments are usually recognized as cash flow
hedges as part of hedge accounting. More information can be found
in the = Notes, note 33 “Further notes on financial risk management and finan-
cial instruments in accordance with IFRS 7", ProSiebenSat.1 Group does not
deploy derivative financial instruments for trading purposes, but only
to hedge existing risk positions (= Financing Analysis), For more informa-
tion on the hedging instruments, measurements and sensitivity analy-
ses together with a detailed description of the risk management system
for financial instruments, please refer to the Notes: Risks from inef-

fectiveness, in connection with falling interest rates, are described in
= note 33 “Further notes on financial risk management and financial instruments

in accordance with IFRS 7",

Compliance Risks

General compliance (incl. statutory reporting obligations, anti-
trust, litigation, data protection and eprivacy): The General Data
Protection Regulation has beenin force since May 2018. ProSiebenSat.1
Group took measures and implemented them throughout the Group at
an early stage. The companies of ProSiebenSat.1 Group are currently
focused on satisfying the rights of data subjects, especially respond-
ing to their inquiries regarding data protection law.

The impact of the General Data Protection Regulation on the adver-
tising industry cannot yet be fully predicted. This particularly includes
the processing of data for targeted online advertising, which can
be tailored more precisely the better users' interests are known.
This is especially true in the context of the German data protection
authorities’ controversially debated guidance for telemedia services
of March 2019. Due in part to outstanding decisions by the German
Federal Court of Justice and ongoing legislative initiatives, it is unclear
whether the implicit or even explicit consent of the user will need to be
obtained from a certain point in the future when developing profiles.

On March 29, 2019, the European Parliament, Council and Commission

also came to an agreement regarding the proposal for a directive on
“better enforcement and modernization of EU consumer protection
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rules.” This regulation, also known as the Omnibus Directive, centers
on EU-wide class actions, changes to the right of withdrawal, and new
transparency rules for online marketplaces: Consumers will be able to
band together across Europe and file actions against enterprises via
consumer protection organizations. The right of withdrawal will also
apply to digital content in the future. Online marketplaces will have
to meet higher transparency requirements. In cases of widespread
infringements affecting consumers in multiple EU member states, the
maximum fine amounts to 4% of the provider's annual revenues in
the respective member state. We expect the directive to enter into
force in the respective member states at the end of 2021.

We are closely monitoring the current developments, in particular with
regard to the General Data Protection Regulation and digital consumer
protection, in order to be able to react appropriately to expected
and unexpected conditions and thereby minimize the financial risk.

We consider the general compliance risks to be unchanged. How-
ever, we cannot completely rule out high negative effects on the
Group's earnings performance in this context and continue to con-
sider their occurrence to be possible. We still classify the overall risk
as a medium risk.

DISCLOSURES ON THE INTERNAL CONTROL AND
RISK MANAGEMENT SYSTEM IN RELATION TO THE
(CONSOLIDATED) REPORTING PROCESS (SECTION
315 (4) OF THE GERMAN COMMERCIAL CODE) WITH
EXPLANATORY NOTES

The internal control and risk management system in relation to
the reporting process is intended to ensure that transactions are
appropriately reflected in the Consolidated Financial Statements
of ProSiebenSat.1 Media SE (prepared in line International Financial
Reporting Standards (IFRS) adopted in the EU) and that assets and
liabilities are recognized, measured and presented appropriately. This
presupposes Group compliance with legal and company regulations.
The scope and focus of the implemented systems were defined by the
Executive Committee to meet the specific needs of ProSiebenSat.1
Group. They are reqularly reviewed and updated as necessary. Nev-
ertheless, even appropriate and properly functioning systems can-
not offer any absolute assurance that all risks will be identified and
controlled. The company-specific principles and procedures to ensure
that the Group's single-entity and consolidated reporting is effective
and correct are described below.

GOALS OF THE RISK MANAGEMENT SYSTEM IN REGARD TO
FINANCIAL REPORTING PROCESSES
The Executive Committee of ProSiebenSat.1 Media SE views the inter-
nal control system with regard to the financial reporting process as
a component of the Group-wide risk management system. Controls
are implemented in order to provide an adequate assurance that in
spite of the identified risks inherent in recognition, measurement
and presentation, the single-entity and Consolidated Financial State-
ments will be in full compliance with reqgulations. The principal goals
of a risk management system in regard to single-entity and consol-
idated reporting processes:

_ To identify risks that might jeopardize the goal of providing Con-
solidated Financial Statements and Group Management Report
that comply with regulations.

_ To limit risks that are already known by identifying and imple-
menting appropriate countermeasures.

Group Management Report
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_ To analyze known risks as to their potential influence on the
(Consolidated) Financial Statements, and to take these risks
duly into account.

In addition, our process descriptions and our risk control matrices
are subject to an annual review. This ensures that the descriptions
are up-to-date and thus also brings about the establishment of con-
sistently effective control mechanisms. By way of updates, the find-
ings of these reviews and the findings of regular control tests become
an integral part of the internal control and risk management system
in relation to the (consolidated) reporting process. On the basis of
the test results there is an assessment of whether the controls are
appropriate and effective. Any identified deficiencies in the controls
are eliminated, taking into account their potential impact.

ORGANIZATIONAL STRUCTURE

_ The single-entity financial statements that are incorporated into
the Consolidated Financial Statements are prepared using stan-
dardized software.

_ The input data are then consolidated to form the Consolidated
Financial Statements using stable market-based standardized
software.

_ The financial statements of the individual entities are prepared
in compliance with local financial reporting standards, the input
data in compliance with the accounting and reporting manual
based on IFRS, which is made available to all employees involved
in the reporting process. The individual entities included in the
Consolidated Financial Statements provide their input data to
the Group Accounting & Reporting department in a specified for-
mat.

_ The financial systems employed are protected with appropriate
access authorizations and controls (authorization concepts).

_ For the purposes of the Consolidated Financial Statements,
there is a standardized chart of accounts, which must be fol-
lowed in recording the various relevant transactions.

_ Certain matters relevant to reporting (e.g. expert opinions with
regard to pension provisions) are determined with the assis-
tance of external experts.

_ The principal functions of the reporting process — accounting,
taxes, controlling, and treasury — are clearly separated. Areas of
responsibility are assigned without ambiguity.

_ The departments and other units involved in the reporting pro-
cess are provided with adequate resources in terms of both
quantity and quality. Reqular professional training sessions are
held to ensure that financial statements are prepared at a con-
sistent and reliable level of quality.

_ An appropriate system of guidelines (e.g. IFRS-based account-
ing and reporting manual, intercompany transfer pricing guide-
line, purchasing guideline, travel expense guideline, etc.) has
been set up and is updated as necessary. The efficiency of the
internal control system in regard to processes relevant to finan-
cial reporting is reviewed on a sample basis by the Internal Audit
unit, which is independent of the process.

PROCESS ORGANIZATION

_ For the planning, monitoring, and optimization of the process
of compiling the Consolidated Financial Statements, the Com-
pany uses tools that include a detailed calendar and all import-
ant activities, milestones, and responsibilities. All activities and
milestones are assigned specific deadlines. Compliance with
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reporting duties and deadlines is monitored centrally by Group
Accounting.

In all accounting-related processes, controls are implemented
such as the separation of functions, the dual-control principle,
approval and release procedures, and plausibility testing.

Tasks for the preparation of the Consolidated Financial State-
ments are clearly assigned (e.g. reconciliation of intragroup bal-
ances, capital consolidation, monitoring of reporting deadlines
and reporting quality with regard to the data of consolidated
companies, etc.). The Group Accounting & Reporting department
is the central point of contact for specific technical questions
and complex accounting issues.

_ All material information included in the Consolidated Financial

Statements is subjected to extensive systematic validation to
ensure the data is complete and reliable.

Risks that relate to the consolidated accounting process are
recorded and monitored continuously as part of the risk man-
agement process described in the Risk Report.

Group Management Report
Risk and Opportunity Report
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OPPORTUNITY REPORT

OPPORTUNITY MANAGEMENT

Growth opportunities are identified as part of the Group's opportunity
management and are specified in the planning process. Our oppor-
tunity management is part of the intragroup management system.
The objective is to identify and seize opportunities as soon as possi-
ble using suitable measures. At ProSiebenSat.1 Group, the manage-
ment of opportunities is decentrally organized in the business units.
The defined opportunities are recorded as part of strategic planning.
= Strategy and Management System

EXPLANATORY NOTES ON KEY
OPPORTUNITIES

i we have incorporated opportunities that we consider to be likely in
our forecast for 2020 and in our planning until 2024. In addition, eco-
nomic performance-related factors such as cost awareness and efficient
process management are key requirements for further strengthening
ProSiebenSat.1 Group's market position. We report on these growth
opportunities in the Company Outlook. In addition, there is potential
that has not yet been or not fully been budgeted for. In particular, this
potential may arise from strategic measures. In the section below, we
report on these opportunities if they are material and important for the
planning period until 2024. = Company Outlook

The mediaindustry is in the midst of digital transformation. New com-
petitors and technologies have emerged, altering both revenue mod-
els and media usage itself. We continue to make process and are con-
sistently pushing ahead with the transformation from a traditional TV
company into a digital group with a diversified business portfolio. The
Groupis linking its segments and business areas increasingly closely,
using digital technologies, and tapping into additional markets with
acquisitions or strategic partnerships. Despite economic uncertain-
ties, we continue to act in a sustainable and long-term manner and
have made the deliberate decision to invest in particular to improve
our offering of local programming, to build on our digital reach and
our digital and smart advertising business, and to further diversify our
business via NuCom Group's growth. = Strategy and Management System

Synergies from networking business areas. In order to remain com-
petitive going forward and grow profitably, ProSiebenSat.1 Group's
portfolio has been organized into three segments since 2018. Bring-
ing together the linear TV business and digital entertainment was an
important step here. By dovetailing its investments and producing or
bundling successful formats for use on various platforms from one
source, the Group increases the efficiency of its investments and
creates additional growth opportunities through synergy. In order to
make the Group Organization even more agile, ProSiebenSat.1 Group
also established a new and more independent Entertainment organi-
zation in 2019, in which the content areas, the digital platform busi-
nesses and their monetization are more closely connected. This is the
next step to proceed with the digital transformation and increase our
competitive opportunities.

These days, television and moving pictures content is accessed regard-
less of time and place and watched not only on TV screens but also

Group Management Report
Risk and Opportunity Report

other devices such as smartphones and tablets. The ProSieben for-
mat “The Voice of Germany" is one example: In 2019, the music show
achieved more than 266 million video views across all digital plat-
forms. By disseminating content via as many channels as possible,
the Group serves additional media usage interests and especially the
growing popularity of digital media among young target groups. An
important step in this context was the launch of Joyn as cross-chan-
nel entertainment streaming platform, which bundles content of
ProSiebenSat.1 Group's and Discovery's free TV stations and other
content partners on asingle platform and an app. Additional features
and content are being added here all the time. At the same time,
cross-media marketing offers allow ProSiebenSat.1 Group to better
monetize reach. This development is being driven by broadband Inter-
net access with fast data transfer rates. = Development of Media Consump-
tion and Advertising Impact

Data-based business models and digitalization of TV advertising.
ProSiebenSat.1 Group is consistently linking its television business to
digital entertainment media and thus expanding its (“Total Reach").
As the next step, this reach is to be made addressable so that adver-
tising can be tailored to the respective viewers in an optimum manner
("Smart Reach"). ProSiebenSat.1 Group is also relying on new tech-
nologies to achieve this. For instance, we were the first TV group in
Germany to broadcast Addressable TV spots with the hybrid broad-
cast broadband TV (HbbTV) technological standard. In 2019, over
800 Addressable TV campaigns were booked in total, more than 100
of which were spot campaigns. These advertisements combine the
high reach of traditional television with the opportunities provided
by digital advertising, including target-group-based advertisements
and advertisements individualized to devices.

We made an important step for better monetization of online videos
by founding d-force, a joint venture with Mediengruppe RTL Deutsch-
land. The joint venture makes the Addressable TV and online video
inventories of both media groups available for programmatic media
buying via a booking platform used by both partners. The initiative
is open to other partners and intends to expand from Germany and
the DACH region to the rest of Europe in the future.

High-growth business areas and portfolio focus. In the Entertain-
ment segment, the Group expanded its portfolio by launching the
streaming platform Joyn in June 2019. Up to the end of 2019, the
advertising-financed app was downloaded more than 6.5 million times.
It was augmented in November 2019 by a premium offering including
pay TV integration under the Joyn PLUS+ brand. Besides exclusive
content, amedialibrary and TV previews, Joyn also offers livestreams
of over 60 TV stations, including ARD and ZDF. In addition, we are
in talks with leading European media companies about launching in
other European countries as well.

The past M&A strategy has sustainably strengthened the Group's
growth. One of our strategic priorities is to invest in the dynamically
growing commerce sector with NuCom Group. Products and services
that add value via the mass medium of TV are particularly relevant for
ProSiebenSat.1 Group from a strategic point of view. With TV adver-
tising, the Group can quickly and efficiently increase the revenues of
its investments without high cash investments. These are key pillars
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of our M&A strategy, which give rise to revenue and cost synergies.
NuCom Group is focusing its portfolio on consumer advice, match-
making, experiences, and beauty & lifestyle and is striving to be the
market leader in these areas.

OVERALL ASSESSMENT OF THE RISK AND OPPORTU~-
NITY SITUATION - MANAGEMENT VIEW

Our industry is characterized by constant change. This is why we
have structured the Group's organization around agility and greater
efficiency so that we can actively translate this transformation into
growth potential. Today, ProSiebenSat.1 Group is already a broad-
based entertainment and commerce company with strong brands, a
leading position in the audience and TV advertising markets, innova-
tive marketing offerings, an international production network as well
as a profitable commerce portfolio. The digital development opens up
new growth markets for all of our segments. But there are also risks.
Social, technological and economic areas have significantly changed
as aresult of digitalization. This trend will continue and gather pace
in the years to come. Therefore, the identification and management
of potential opportunities is just as important for our Group as the
recognition and controlling of potential risks. We have implemented
a comprehensive risk management system that integrates all rele-
vant business units. We estimate that there are no risks that, indi-
vidually or in combination with other risks, could have a material or
lasting adverse effect on the assets, liabilities, financial position and
profit or loss. Although the overall risk has increased compared to
the previous year, the identified risks pose no threat to the Company
as a going concern, even not looking into the future. The opportunity
situation has not changed compared to the previous year.

Group Management Report 1 1 9
Risk and Opportunity Report



