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Combined Management Report for the 2019 Financial Year

About This Report

The management report of Nemetschek SE and the Group man-
agement report for the 2019 financial year have been consolidat-
ed. The combined management report also contains the remu-
neration report and the corporate governance declaration. The
consolidated financial statements prepared by Nemetschek as of
December 31, 2019 are in compliance with the International
Financial Reporting Standards (IFRS), applicable as of the report-
ing date, as well as with the requirements of the German Com-
mercial Code in connection with German Accounting Standards.

1 Group Principles
1.1 Group Business Model

Organization

The Nemetschek Group, founded in 1963 by Prof. Georg Nemet-
schek and comprising Nemetschek SE and its operating subsid-
iaries, offers software solutions to enable continuous workflow
across the entire construction lifecycle.

Nemetschek SE, headquartered in Munich, is a strategic holding
company with 16 brands operating in four segments. The term
“brands” is understood to mean subsidiaries of Nemetschek SE,
which in most cases are wholly owned. Nemetschek SE is
responsible for the central functions of corporate finance & con-
trolling, investor relations & corporate communication, corporate
development and operations, mergers and acquisitions, Human
Resources, IT & business solutions, corporate audit and corpo-
rate legal & compliance.

The reporting structure comprises the four following segments:
Design, Build, Manage and Media & Entertainment. To strengthen
the segment focus, a new Executive Board and governance
structure was established at the beginning of 2019. This is the
first time that there has been an assigned Executive Board mem-
ber or Segment Manager for each of the four segments who
works closely with the brands within the segment. This approach
reflects the strategic target of better combining the brand compa-
nies’ expertise within the customer-oriented segments, leverag-
ing synergies and developing segment strategies for the respec-
tive customer groups or overarching approaches.

The brands are active on the market as independent companies
within their segment, while also moving within a strategic corridor
agreed to by the holding company and the Segment Manager.
The holding company and the Segment Managers facilitate
exchange between the brands and initiate strategic projects
involving several brands, some of which are cross-segmental,
thereby creating synergies in the portfolio. Regular reporting and
ongoing dialog ensures a high level of management efficiency.

Please refer to the Annex on page 98 for a detailed overview of
the Group’s legal structure.

Business activities

The four segments of the Nemetschek Group offer a diverse port-
folio comprising graphical, analytical and commercial solutions
that enable a continuous workflow in the lifecycle of construction
and infrastructure projects. Customers include architectural and
design offices of all sizes, structural planners, engineers of all dis-
ciplines, planning and service providers, construction companies
and their suppliers, process controllers, as well as property, build-
ing and facility managers.

Within the planning, construction and administrative process of
buildings, the central working method is Building Information
Modeling (BIM), a term synonymous with the digitalization of the
construction industry. BIM is used to digitally record and connect
all design, quality, timing and business requirements and data.
This information is used to create a virtual, three-dimensional,
semantic building model. Time and cost are added to the simula-
tion as fourth and fifth dimensions. BIM enables efficient and
transparent collaboration and an improved workflow for all those
involved throughout the entire process of planning, building and
managing a property or infrastructure project. BIM is first used
virtually in order to identify and correct planning errors even before
the actual construction process. The extensive data collected via
BIM forms a very good basis for Digital Twins. A digital twin is an
image of a building that is created during the planning phase and
continuously enriched with updated information over the entire
building lifecycle, e.g. on the building construction, the building
physics and energetic behavior and the building use. This allows
forecasts to be made for changes to the building itself or its use.

The Nemetschek Group has been following this integrated BIM
approach for more than 30 years. The company’s open standard
(Open BIM) enables software solutions from the Nemetschek
Group to communicate with other software solutions — including
those from competitors — via open data and communication
interfaces. This allows the seamless transfer and documentation
of all information, data and digital models relevant to the con-
struction process throughout all phases of a building’s design and
management.

At the same time, Open BIM means that the Nemetschek Group
is able to contribute to further establishing this digital method of
working as an industry standard. With its Open BIM software
solutions, Nemetschek enhances the quality of the construction
process and improves the workflow and cooperation of all those
involved, making project work more efficient while also ensuring
greater cost and schedule reliability. The goal of sustainability is
also taken into account through precise planning and efficient use
of resources. The Nemetschek Group’s solutions thus lay the



foundation for integrated planning, implementation and manage-
ment in the AEC industry. These solutions increase quality and
efficiency in the construction process, sometimes substantially.
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Segments

The Nemetschek Group organizes its activities into four seg-
ments: Design, Build, Manage and Media & Entertainment. These
segments act as performance indicators for the Nemetschek
Group. The 16 brands under the umbrella of the Nemetschek
Group are allocated as follows:
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Design segment

With the Design segment’s solutions, customers are able to carry
out their tasks across all phases, from planning and design right
up to factory and construction planning. The portfolio particularly
features Open BIM solutions for computer-aided design (CAD)
and computer-aided engineering (CAE), which are used in 2D and
3D building design and imaging. These are complemented by
BIM-based planning and data management tools, as well as solu-
tions for quality assurance and control and for avoiding errors and
conflicts during the planning and construction phase.

Customers include architects, designers, engineers from all disci-
plines, structural engineers, specialist planners, landscape
designers, as well as developers and general contractors.

Build segment

In the Build segment, the Nemetschek Group offers integrated
complete 5D BIM solutions from the bidding and award phase, to
invoicing, budgeting, scheduling and cost calculation. This also
includes commercial ERP solutions for construction-related
accounting and PDF-based workflow solutions for digital work
processes, collaboration and documentation, as well as BIM
solutions for steel structures.

Customers include construction companies, developers, building
supplies, as well as general contractors, planning offices, archi-
tects and civil engineers.



Manage segment

The Manage segment provides solutions for all commercial pro-
cesses in property management. It also offers modular and inte-
grated software solutions for property, facility and workplace
management (IWMS, integrated workplace management sys-
tem). Furthermore, Nemetschek provides an intelligent smart

Media & Entertainment segment

In the Media & Entertainment segment, the Nemetschek Group
offers solutions for rendering models, 3D modeling, animation or
visual effects.

The software solutions are used worldwide for visualizing archi-

tecture, as well as in numerous film, television, advertising and
video game productions and in medicine, product design and
infographics.

building platform that uses Internet of Things (loT) sensors and
big-data analysis to improve productivity and efficiency for build-
ing managers.

In addition to architects and designers, customers include the

Customers come from all areas of property management, includ- ) . . .
international media and entertainment industry.

ing facility managers, property managers, banks, insurance com-
panies and globally active property companies. Please see item 3.3 for information on all relevant indicators for

the four segments.

Locations

Nemetschek SE is headquartered in Munich, Germany. The
Group’s 16 brands market their solutions worldwide from a total
of 78 locations.

NEMETSCHEK LOCATIONS WORLDWIDE

NORTHERN AND EASTERN EUROPE

Czech Republic Norway
Finland Slovakia
Hungary Sweden

ASIA/
PACIFIC

Australia
China
Hong Kong
India
Japan
Singapore

WESTERN AND SOUTHERN EUROPE

AMERICAS
Austria [taly
Brazil Belgium Netherlands
Canada France Spain
Mexico Germany Switzerland

USA Great Britain



Drivers, market and competition

Growth drivers

The construction industry is shaped by the growing world popu-
lation, increasing urbanization and the associated rising demand
for housing. The rising volume of construction around the world
over the past few years and the fact that buildings are responsible
for more than 40% of global energy consumption demonstrate
the importance of this industry. But in terms of digitalization, the
construction industry is far behind other key sectors such as the
automotive industry. At around 1.5% of revenue, IT expenditure in
the construction industry is still low compared with other indus-
tries, which invest an average of 3.3% of their revenues. The
growing demands for efficiency, quality and ecology in the con-
struction industry mean that there is a need to catch up as well as
potential for development. This represents great market potential
for Nemetschek. IT expenditure in the construction industry is
expected to increase significantly in the next few years.

Optimizing the interaction of all processes through systematic
digitalization will offer the industry a more than 20% increase in
efficiency by shortening construction times, improving quality and
lowering costs. Large parts of this transformation can already be
implemented efficiently using existing technologies, thanks to the
world’s leading BIM method.

The Nemetschek Group benefits from several drivers in its three
core segments of the AEC industry:

>;

Digitalization in the construction sector remains weak. Catch-
up effects and increased investment in industry-specific soft-
ware solutions that control processes more efficiently and
therefore increase quality and reduce costs and time expendi-
ture are becoming more and more important.

» State regulations that require or make the use of BIM soft-
ware mandatory for state-financed construction projects are
paving the way for further growth of the Nemetschek Group
worldwide. Alongside the USA, the UK and the Scandinavian
countries are particular pioneers in Europe when it comes to
BIM regulations and the use of BIM-enabled software solutions.

» The rising use of software over the entire building lifecycle is
required by the BIM regulations to enable a model-based and
continuous workflow. Starting with the transition from 2D
software solutions to model-based 3D BIM solutions, through
the increased use of solutions for cost and time calculation and
collaboration to products for the efficient use of buildings, the
Nemetschek Group brings its solutions to all phases of the
construction lifecycle and meets the requirements of an inte-
grated workflow.

Overall, the digital transformation in the AEC market will continue
to lead to increased demand for solutions that ensure digital
workflow in the various disciplines of the Design, Build and Man-
age segments. These market conditions provide the Nemetschek
Group with a suitable framework for its further growth. It should
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be noted that the degree of digitalization and the drivers have
different effects on the respective segments. In the Design seg-
ment, the markets are already being penetrated by software solu-
tions. Here, the Nemetschek Group sees the transformation from
2D to 3D solutions as a key driver. But the situation is different in
the Build and Manage segments where digitalization is still less
developed, so that investments in software solutions will play a
strong role in driving the market.

Source: Accenture Strategy — Demystifying Digitization; IT Spending: From Value Preservation to Value
Creation.

Market and competition

According to the British market research institute Cambashi BIM
Design Observatory and our own research, the global AEC mar-
ket, measured in terms of end-user spending, is expected to
grow from around EUR 8 billion (2020) to approximately EUR 10
billion in 2022. This represents a compound annual growth rate
(CAGR) of around 10%. All regions worldwide will benefit from
this, with Americas and EMEA likely to show stronger growth than
the Asian markets, according to market studies. The Nemetschek
Group is one of the world’s leading vendors in the global AEC
market with a global market share of around 10%.

AEC SOFTWARE MARKET: END-USER EXPENDITURE IN EUR BILLION

CAGR*
~8 ~10 ~10%
2020 2022
B EMEA Americas B Asia/Pacific

* CAGR: Compound annual growth rate.
Sources: Cambashi BIM Design Observatory and own research.

The Nemetschek Group has actively participated in the consoli-
dation of the AEC industry over the past decades through its
acquisitions. Today, there are only a few globally positioned ven-
dors facing a large number of small, locally active companies.



The Nemetschek Group faces competition from different com-
panies in all of its segments.

1.2 Targets and Strategy

As in the previous year, the strategic positioning of the Nemet-
schek Group is based on three key characteristics. These three
characteristics apply to the medium term and form the basis of
the company’s strategic approach:

#1: With its software solutions, the Nemetschek Group supports
digitalization along the entire construction lifecycle — from the
planning phase to the operating phase. This strategically inte-
grated approach makes it possible to bundle and focus
investments and expertise on the four customer-oriented
segments, rather than serving different industries as many
competitors do.

#2: With four segments and 16 brands under the umbrella of a
strategic holding company, the Group structure allows the
brands a high degree of autonomy. The brands are “experts”
in their specific customer segment, and therefore have a high
level of expertise in their respective market segment. At the
same time, they benefit from synergies at segment and Group
level with regard to internationalization, exchange and sharing
of best practices, cross- and co-selling as well as develop-
ment activities. The segment and brand approach ensures
that market changes can be quickly recorded, analyzed and
evaluated and that customer requirements can be responded
to promptly.

#3: Open BIM. Nemetschek’s clear commitment to Open BIM
and the associated open interfaces increases interoperability,
collaboration and communication with different disciplines
along the construction lifecycle. In addition, the integration of
competitors’ software programs is also possible, substantial-
ly extending the circle of users.

The key growth drivers for the Nemetschek Group are interna-
tionalization, which goes hand in hand with the corresponding
sales strategy, and innovations taking place at brand and seg-
ment level. The growth strategy is aimed at growing organically
faster than the market average and strengthening this growth
through acquisitions.

Internationalization and sales approach

As part of its growth strategy, Nemetschek focuses on the three
large regions of Europe, North America and Asia. In recent years,
the Group has continually expanded its market position outside
Germany and at the same time strengthened its position in the
target sales markets. In 2019, around 75% of Group revenue was
generated outside of Germany, compared with 73% in the previ-
ous year. The USA is the world’s largest single market for AEC
software, and also represents a key sales market for the Nemet-

schek Group. The Group has outperformed this highly competi-
tive and expanding market in recent years and now generates
34% of its revenue there (previous year: 32%). The brands in the
USA and Europe mutually support each other in their expansion.
The good market position of the US companies makes it easier
for European Nemetschek brands to expand abroad and vice
versa.

BIM regulations also play a major role in the strategic focus on the
regions mentioned above and the respective countries. In some
countries, the use of BIM software solutions is already mandatory
for state-funded projects, such as in the USA, the UK, Scandina-
via or Japan. These countries offer excellent general conditions
for Nemetschek.

Sales in the brand companies are handled directly by the compa-
ny’s own sales teams and indirectly via resellers and distribution
partners. Both sales channels have proven their worth and are
used flexibly depending on market conditions.

The Group offers its customers a high degree of flexibility in
obtaining the software. It operates a licensing model, which
includes the option of a service contract or a rental model (sub-
scription or Software as a Service). With rental models, Nemet-
schek can tap into new customer groups, as the customer can
use the software flexibly and without a one-off license fee. Nemet-
schek will continue to offer both options in the future, regardless
of whether customers request individual solutions or implement
large projects. In doing so, the Nemetschek Group is demon-
strating its respect for the various needs of customer groups
depending on discipline and region.

The Group also relies on greater cooperation between the sales
teams of the respective brands, for example by using joint sales
channels (cross- and co-selling measures).

Innovative solutions

Around a quarter of Group revenue is invested in research and
development each year, and thus in the new and further develop-
ments of the solution portfolio. In each segment, the respective
brands draw up a roadmap for the next three years as part of the
budget process. This roadmap notes and presents the strategic
product developments, which are then verified in regular review
meetings with the respective Segment Manager.

The brands have their own development departments. There are
also cross-brand development centers, e.g. in India, to which the
brands have access.

In addition to the further development of the individual brands,
the Group’s strategic focus is on cross-brand development pro-
jects in the segments and strategic initiatives that extend across
the segments.

The digital transformation in the construction industry and the
path towards a networked construction lifecycle go hand in hand



with a continuous exchange of data and information as well as
the management and provision of ever-increasing amounts of
data for the planning, realization and management of buildings
and infrastructure projects with continuous workflows. The focus
of Nemetschek’s solutions is therefore on reducing information
loss and data disruption.

The various disciplines along the construction lifecycle still very
often work in isolation, making collaboration and an integrated
workflow difficult. This is where the development activities of the
Nemetschek Group come into play. The aim is to provide work-
flow solutions for higher quality and efficiency in the planning and
construction process, to avoid conflicts by eliminating redundan-
cies and to reduce costs and time for coordination and quality
inspection.

Acquisitions

In addition to organic growth, the Nemetschek Group also aims
to grow inorganically through acquisitions. Suitable target com-
panies in the respective segments are identified internally, e.g. by
the brand companies themselves, and also by external partners
and consultants.

The target companies should be aimed at either extending or
rounding off the technological expertise in the workflow of con-
struction processes. A further objective is to achieve complemen-
tary market shares in international markets. Strong management
and an established business model are key parameters in the
evaluation of potential acquisition companies. The focus regions
include Europe and the North American market. Among the seg-
ments, the Build and Manage segments are particularly high on
the list, as the Nemetschek Group is still underrepresented here
compared with the Design segment. These markets also have
greater potential due to the lower degree of digitalization.

After a successful acquisition, Nemetschek SE allows the
acquired company to continue to participate in the market with
their established brand and product names. At the same time, the
Segment Manager gives the brands clear financial and strategic
targets in their respective segment. The Segment Manager also
establishes contact with other brands in the segment in order to
promote exchange, especially in research and development and
sales and marketing. The holding company assists the brands
during their assimilation into the segments and integrates the new
brands into the reporting system.

The brand structure makes the Nemetschek Group highly attrac-
tive to potential companies as a strategic buyer. Following the
sale of their company to the Nemetschek Group, the company
founders can continue to run the business and provide employ-
ees with a high degree of security. At the same time, the new
brands belong to a financially strong, international group and
benefit from potential synergy effects.

As well as acquisitions at holding company level, the company is
also pursuing acquisitions at brand level. The brands are able to

GROUP PRINCIPLES

directly identify suitable target companies and acquire them with
the support of the holding company, provided that the key criteria
such as expansion of technology, regional expansion, distribution
structure and financial solidity are met.

Even though acquisitions represent an important growth option for
the Nemetschek Group, it always has the alternative of “make or
buy” thanks to its now very broad expertise along the construction
lifecycle. It is therefore not under pressure to offer prices in bidding
processes that are not economically justifiable, as its expertise
also enables the company to develop solutions internally.

Target figures, target achievement, target agreement

A strategic plan sets out the main milestones and the time frame
for each of the Nemetschek Group’s strategic targets. Discus-
sions about the status and whether the target has been achieved
take place during regular Executive Board and management
meetings. In the event of possible deviations from targets,
countermeasures are discussed and, if necessary, the targets are
adjusted accordingly. The key elements of the strategy were not
changed in the 2019 financial year. No targets were adjusted.

The corporate targets and their achievement are part of the short-
term and long-term variable remuneration scheme of the Execu-
tive Board and management. The remuneration is defined and
noted at the beginning of each calendar year. In March of the
following year, it is noted whether the targets have been achieved
and the variable strategic remuneration components are paid.
The remuneration report can be found under 7.3.

1.3 Corporate Management and
Governance

General information

Key success factors in the Nemetschek Group’s structure of
holding company, customer-oriented segments and brand com-
panies include the Group affiliation and the associated synergies
along with the flexibility and entrepreneurial independence of the
brands.

Strategic and operational corporate management is carried out
by the Executive Board or by the Segment Managers of Nemet-
schek SE. This includes the strategic positioning of the Nemet-
schek Group on the global sales markets and its medium-term
revenue and earnings planning. This orients the company towards
the competitive and market environment.

The company is managed at the level of the four segments. The
targets and annual objectives for the segments and for the
respective brand companies are derived from the strategic tar-
gets. In the annual planning process, these are coordinated with
the brand companies at profit-center level, specified by the brand
companies and recorded with quantitative and qualitative sub-tar-
gets for marketing, sales and development. The annual planning,
sub-targets and medium-term planning are coordinated between



the managing directors of the respective brands and the member
of the Executive Board/manager responsible for the segment.
The Supervisory Board monitors and advises the Executive Board
throughout all processes.

Throughout the year, Group targets are monitored monthly using
a Group-wide management information system with detailed
reporting of key performance indicators on revenue, growth,
earnings and risks. These indicators are compared with previous
year and plan data. The respective Segment Managers discuss
any deviations from the plan on a monthly basis and decide on
any possible measures.

Financial performance indicators
The key financial performance indicators (core management

FINANCIAL PERFORMANCE INDICATORS BY SEGMENT

ratios) of the Nemetschek Group have not changed from the pre-
vious year. At both the holding company and segment level, these
are sales revenue, year-on-year revenue growth and the operat-
ing result (EBITDA). EBITDA provides information on profitability
and includes all items of the income statement relating to operat-
ing performance. Because of their importance for the financial
success of the business, the key performance indicators of reve-
nue and EBITDA are also essential components of the perfor-
mance management system.

As of January 1, 2019, the new IFRS 16 accounting standard
had to be applied for the first time, according to which leases of
all types must always be recognized in the balance sheet. In order
to better compare with the previous year, EBITDA is also present-
ed adjusted for IFRS 16.

Ain % A'in % organic +

In EUR million FY 2019 FY 2018 Ain%  currency adjusted Ain % organic  currency adjusted
Group sales 556.9 461.3 20.7% 18.0% 15.8% 13.1%
Design 314.6 285.4 10.2% 8.6% - -
Build 177.7 141.5 25.6% 20.7% - -
Manage 38.5 13.8 178.8% 178.5% 14.0% 14.0%
Media & Entertainment 33.9 27.5 23.2% 20.1% - -
EBITDA 165.7 121.3 36.6% 32.8% 33.0% 29.1%
Design 102.0 82.7 23.3% 21.3% - -
Build 61.6 41.8 47.3% 40.3% - -
Manage 7.9 2.9 171.8% 173.6% 29.3% 29.3%
Media & Entertainment 9.4 11.9 -20.5% -22.1% - -
EBITDA before IFRS 16 150.5 121.3 24.1% 20.3% 21.4% 17.5%
Design 94.5 82.7 14.2% 12.2% - -
Build 56.2 41.8 34.3% 27.4% - -
Manage 6.5 2.9 123.8% 125.6% - -
Media & Entertainment 9.0 11.9 -23.9% -25.5% - -

A detailed explanation of the development of the segments in
2019 compared with the previous year can be found under item
3.3. In addition, a comparison of actual and forecast business
development can be found under item 4.



1.4 Research and Development

Research and development is of great importance to Nemet-
schek. Around a quarter of Group revenue is regularly invested in
research and development and thus in new and further develop-
ments of the solution portfolio.

Research and development activities are aimed at further expand-
ing the Group’s innovative strength in the AEC market, and iden-
tifying and addressing technological trends at an early stage.
Proximity to and cooperation with customers is a key component
of this. Ideas and potential for improvement are identified during
discussions with customers and then evaluated by the brands in
the respective segments.

In addition, there are cross-brand development projects in the
respective segments designed to leverage synergies, address
new customer segments and expand the portfolio. Key strategic
and cross-brand projects are managed by the respective Seg-
ment Manager and developed further in cooperation with the
brands. In foreign markets, adapting solutions to national stan-
dards and regulations remains important.

All brands focusing on the AEC markets contribute to the Open
BIM approach with their solutions and support open interfaces to
promote the exchange of information and data along the con-
struction process value chain. Together with partners in the glob-
al buildingSMART initiative promoting the further development
and standardization of open exchange standards — also software
solutions from external companies — in BIM projects Nemetschek
is involved in the further development and implementation of cor-
responding standards, in particular the Industry Foundation
Classes (IFC). IFC is a manufacturer-independent, freely available
and particularly powerful format for the exchange of 3D compo-
nent-oriented design data in the construction industry. The brand
companies are continuously working to improve and certify their
interfaces for seamless exchange with other Open BIM solutions.
In addition, the brand companies are working on the develop-
ment of collaborative additional functions, such as tracing which
project participant has received, read, possibly changed or
already released which detailed information and when.
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Innovation focus

All brands are continually developing their solutions. In their
respective segments, the brands have focused on issues such as
improving the user-friendliness of their solutions, process optimi-
zations and integrated interfaces and connections for a smooth
Open BIM workflow. The focus in the year under review was also
on improvements aimed at minimizing the time required, increas-
ing efficiency and productivity in the planning and construction
process, and optimizing workflows.

In the development of new solutions and the further development
of proven ones, internal Group resources were mainly used, while
the services of third parties were used only to a small extent.

The fact that around a quarter of Group revenue is regularly
invested in product and process innovations underlines the high
importance of research and development for the Nemetschek
Group, as does the fact that around 40% (previous year: 41 %) of
Group-wide employees work in this area.

In the 2019 financial year, EUR 133.3 million (previous year: EUR
110.5 million) was invested in research and development through-
out the Group. This corresponds to an increase of a good fifth
and an unchanged R&D ratio of 23.9 % of Group revenue (previ-
ous year: 23.9%).



2 Non-Financial Declaration

In accordance with Section 315b et seq. of the HGB, not subject
to the statutory audit, the auditing company Ernst & Young GmbH
carried out the audit of the Nemetschek Group’s non-financial
Group declaration to obtain a limited assurance engagement.

2.1 Principles

This section contains the Nemetschek Group’s non-financial
Group declaration based on the CSR Directive Implementation
Act (CSR-RUG), which came into effect on January 1, 2017. The
requirements set forth by Section 315¢ in conjunction with 289¢
to 289e of the German Commercial Code (Handelsgesetzbuch —
HGB) prescribe that the company transparently describe in detail
its key non-financial activities, at least those pertaining to the five
areas specified by the directive: human rights, anti-corruption,
employees, the environment, and social issues. The Nemetschek
Group does not use an external framework for the preparation of
the non-financial Group statement and instead, as in the previous
year, uses existing structures for its reporting.

The business model of the Nemetschek Group is presented in
chapter 1 titled “Group Principles.”

2.2 Corporate Social Responsibility
(CSR) at the Nemetschek Group

The Nemetschek Group places considerable importance on good
corporate governance and social and environmental responsibili-
ty. It aims to increase efficiency and productivity along the entire
value chain of the construction industry through its software solu-
tions. The Group maps the complete workflow in the lifecycle of a
construction or infrastructure project — from the architects’ first
sketch, through construction, to building management and oper-
ation of the property. Architects, engineers of all disciplines, build-
ing contractors, property developers, general administrators and
building managers can thus plan, build and manage buildings
digitally once construction is complete, conserving resources.

In order to promote sustainable development beyond software
solutions, the Nemetschek Group has defined standards for the
way in which it conducts day-to-day business in its Code of Con-
duct. More specifically, the Code of Conduct states: “Each of us
contributes to the public image of the Nemetschek Group through
our appearance, conduct and actions. We are all jointly responsi-
ble for ensuring that we as a Group live up to our global social
responsibility.” The individually specified duties of all employees
include the protection of natural resources, provisions for anti-cor-
ruption and the obligation to refrain from all forms of discrimina-
tion. The treatment of Group employees is also geared towards
sustainability. The topic of employee responsibility plays an
important role in the Nemetschek Group.

To implement CSR activities, a CSR officer has been appointed in
the holding company who, together with a cross-departmental
CSR core team, develops relevant concepts and coordinates the
implementation of measures. Since the Nemetschek Group oper-
ates with 16 largely independent brands, non-financial issues are
managed decentrally within the brands. Since 2017, a number of
basic and Group-wide standards relating to key non-financial
issues have been introduced as part of CSR activities. These are
aimed at anchoring sustainability in all business practices of the
Nemetschek Group.
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2.3 Key Non-Financial Issues

In order to ensure that the key non-financial issues are up to date,
a materiality analysis was carried out again in 2019. The list of
issues from the previous analysis of 2017 served as a basis for
this. Using various external frameworks, additional issues were
identified and their business relevance and impact on the environ-
ment, employees and society were analyzed. It was also exam-
ined whether issues should be dropped, added or combined with
others. The revised list was validated by the CSR core team. To
assess the business relevance of the issues, in-depth interviews
were conducted with the Executive Board or the heads of the four
segments and with a representative of the Works Council of
Nemetschek SE. In a subsequent workshop, the CSR core team
worked out various hypothetical effects related to these issues.
The results of this analysis and their relevance to business were
then presented in a matrix and approved by the CSR core team
and the Executive Board member responsible for CSR.

2.4 Material Risks

For non-financial reporting, the Nemetschek Group considers not
only the main risks for its business activities, but also risks that
could have a significant negative impact on the areas defined for
non-financial reporting (Section 315¢ in conjunction with Section
289c [3] Nos. 3 and 4 of the HGB). The risk assessment involves
recording the gross risk values for the amount of loss and proba-
bility of occurrence as well as the net risk positions remaining
after risk-reducing measures. No material risks were identified for
the topics defined in the non-financial reporting that would very
likely have serious negative effects. Consequently, there were no
risks for 2019 which, on a net basis, meet the materiality criteria
in accordance with Section 289c¢ (3) Nos. 3 and 4 of the HGB.
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The matrix shows the Nemetschek Group topics that have been
identified as material. The topics above the blue shaded area
were prioritized as high in terms of business relevance as well as
on the impact of business activities on the respective sustainabil-
ity concerns. In accordance with the criteria of the CSR-RUG,
they are the subject of this non-financial Group statement.

The topics identified have been assigned to the following four
fields of action:

Field of action (relevance in

accordance with CSR-RUG) Material topics at Nemetschek

Integrity and compliance

» Fair business practices
(human rights and anti-corruption) ’ .

» Prevention of discrimination

Environment (environment) e
» Product responsibility

» Conservation of operating resources

Customers and society

(social issues) » Product responsibility

» Conservation of operating resources

Employee responsibility

(employees) » Gaining and retaining employees

» Education and training
» Promotion of health

» Promotion of diversity and inclusion

In the following, the four fields of action with their overarching
management approaches and the key issues identified are pre-
sented in detail.



2.5 The Key CSR Topics of the
Nemetschek Group

Integrity and compliance

Actual or suspected violations of applicable laws, internal regula-
tions or ethical standards could have negative financial conse-
quences. They could also have a negative impact on the reputa-
tion of the Nemetschek Group. Therefore, the ultimate goal is to
avoid critical compliance incidents. To achieve this, the Nemet-
schek Group takes a preventative compliance approach and fos-
ters a corporate culture in which all employees are sensitized to
the issue and receive appropriate training.

Overarching management approach

In order to promote trusting and long-term business relationships,
the Group focuses on the transparent and lawful processing of all
transactions. In addition, employees are expected to treat each
other fairly and respectfully within the company and towards third
parties. To this end, the most important principles and regulations
have been summarized in the Nemetschek Group’s Code of Con-
duct and made available on the company website in German and
English. This is binding for all employees — regardless of their posi-
tion — and this has been communicated throughout the company.

Compliance

Training courses and individual refresher courses on compliance
topics are made available via e-mail communication and online.
The individual brands are required to take responsibility for pass-
ing on information, individually rolling out Group policies and con-
ducting in-house training on compliance topics. Every new
employee must complete an initial training course on compliance.
In the future, it is planned to offer further classroom training
courses on specific topics and to set up central e-learning struc-
tures to improve control and evaluation options.

The compliance management system is implemented in the sub-
sidiaries by the compliance officers of the individual brands.
Quarterly surveys of all brands are consolidated and reviewed by
the Corporate Legal & Compliance department and reported
directly to the Chief Financial and Operating Officer (CFOO) of the
Nemetschek Group. Ad-hoc compliance reports are also pre-
pared as part of an applied due diligence process as required.
The Supervisory Board and the Executive Board are regularly
informed about issues relevant to compliance.

The Nemetschek Group encourages its employees to report
behavior that may violate the Code of Conduct. To do so, they
can contact their superiors, the responsible HR manager or the
Compliance department directly, either in German or English. In
addition, violations may be anonymously reported to a commis-
sioned international law firm outside the company. All reports are
first checked for plausibility internally with the utmost confidenti-
ality. Further investigations and steps will be initiated as appropri-
ate. If necessary in individual cases, other divisions or external
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consultants are called in. The Corporate Legal & Compliance
department regularly reviews the whistleblowing process in terms
of its effectiveness and amends it as necessary.

WHISTLEBLOWING PROCESS
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No significant and substantiated compliance violations were
reported during the reporting period. In the case of individual
reported incidents, the review revealed no need for action. There
were thus no cases of legal action.

Fair business practices

Various aspects of fair business practices are referred to at sever-
al points in the Code of Conduct. For example, the Code of Con-
duct explains what the Nemetschek Group expects from the sep-
aration of private and Group interests or from the handling of
company and business secrets. The Code of Conduct clearly
states that Nemetschek does not tolerate any form of corruption,
bribery, venality or other granting of illegal benefits. In its Code of
Conduct, the Nemetschek Group is also fully committed to com-
petition by fair means and strict compliance with antitrust law. All
employees of the Group must act in accordance with the applica-
ble competition law.



Prevention of discrimination

On the subject of discrimination, the Code of Conduct clearly
states: “All forms of discrimination are to be avoided. Above all,
Nemetschek will not tolerate any form of discrimination or harass-
ment within the Group, whether based on origin, gender, disabil-
ity, religion, age, sexual orientation, political views of trade union
activities.” Employees who are subjected to or observe any form
of discrimination or inappropriate behavior are encouraged to
report this through the reporting channels described.

All reported incidents of possible discrimination were reviewed
during the reporting period. There were no incidents requiring dis-
ciplinary and/or legal action among them.

Environment

Intact ecosystems are the basis for healthy living and sustainable
economic activity. As the construction industry is one of the most
resource-intensive industries and the demand for housing is
increasing, the construction industry is required to become more
efficient and to produce in a more sustainable manner. As a com-
pany in the AEC industry, the Nemetschek Group is aware of its
environmental responsibility and takes it seriously. The Group
contributes to climate and environmental protection through its
products that improve resource efficiency in the construction
industry and enable the most sparing use of resources possible.

Overarching management approach

Environmental protection has always been a key topic for the
company, one that is firmly anchored in the Code of Conduct. All
employees are urged to conserve natural resources in their work
and to consider environmental as well as economic concerns
when selecting suppliers, advertising materials or other external
services.

The objective of the Nemetschek Group is to make the AEC
industry more sustainable with its products. To this end, the man-
agement of relevant projects, in particular through research and
development, is the responsibility of the individual brands. Since
2018, work has been underway on a Group-wide concept for
sustainable product responsibility that takes into account the
entire product lifecycle. The development process included vari-
ous workshops at holding and brand level and was supplement-
ed by a digital survey of all brand managers.

Product responsibility

In developing a concept for sustainable product responsibility, the
Nemetschek Group has identified two areas — sustainability con-
cerns in the development of software and its use in the lifecycle of
a building. The cornerstones of software development at the
Nemetschek Group are the BIM digital working method and open
standards (Open BIM).

The Nemetschek Group is characterized by its focus on the AEC
industry and its ability to map all processes in the lifecycle of a
construction or infrastructure project. This means that architects,

engineers of all disciplines, building contractors, general adminis-
trators and building managers can plan more proactively, share
information more easily and collaborate more productively. This
reduces the consumption of energy and resources during the
entire construction process. In addition, seamless virtual docu-
mentation enables simple and targeted changes to the buildings
or infrastructure, even years after their construction. The Nemet-
schek Group’s technologies therefore contribute to the construc-
tion of more sustainable, safer and more convenient buildings
and infrastructures. Precise planning allows much more accurate
and economic calculation of excavation quantities or materials
used.

In addition to the design and construction phase, Nemetschek
Group solutions also optimize the managing phase. The EcoDe-
signer Star product from Graphisoft allows the energy balance,
the anticipated energy requirement and thus the potential CO,
emissions of a building to be determined using the virtual building
model. This enables building owners to compare and optimize
the various designs in terms of their energy behavior. The solution
is integrated into the planning software and can therefore be used
earlier and more often in the architectural planning process than
in a conventional workflow where the energy analysis is only car-
ried out once or twice in the implementation planning.

Conservation of operating resources

The topic of operational resource conservation was determined
to be significant in the materiality analysis carried out in 2019. As
key figures have not yet been recorded or managed centrally, the
Nemetschek Group is currently identifying the measures neces-
sary to do so. A Group-wide concept is to be developed in 2020.

The brands are at various stages of development in terms of
resource conservation. Current measures of individual brands
include various digitalization projects such as electronic invoicing,
which saves up to 100,000 pages of paper per year at one sub-
sidiary alone. In order to reduce resource consumption and avoid
waste, there are approaches to replace disposable cups and
plastic bottles with reusable glasses and glass bottles. One
Nemetschek Group brand has set up an internal focus group on
recycling and the environment to train employees.

Customers and society

Every company bears social responsibility beyond the purpose of
its operating activities. A pure orientation towards economic key
figures can increase risks in the long term. As a business partner
and employer, the Nemetschek Group attaches particular impor-
tance to long-term customer relationships and intensive cooper-
ation with the university sector. Common goals and topical prior-
ities are therefore coordinated at the holding company level.
When it comes to implementation, the individual brands are inde-
pendent and can act in a more targeted and short-term manner.



Long-term customer relationships

Satisfaction is an important factor for long-term customer rela-
tionships. In order to be able to respond to specific customer
needs in a targeted manner, this issue is managed decentrally.
Most brands use defined indicators to measure customer satis-
faction, such as the Customer Satisfaction Score (CSAT) and the
Churn Rate. The Net Promoter Score (NPS) and “Things Gone
Wrong” key figure are also used. Customers evaluate both the
functionality of the product and the services provided by the
brand.

Customer opinions are obtained via online surveys, by e-mail,
direct customer contact or by telephone.

To achieve high customer satisfaction right from the start, the
Nemetschek Group involves its customers in product develop-
ment at an early stage. Measures designed to contribute to prod-
uct quality and customer satisfaction include joint development
projects, customer panels, product previews, beta testing, and
workshops.

Cooperation with universities

The Nemetschek Group has its roots in the university environ-
ment. With this in mind, cooperation with educational institutions
is particularly important to the Group. The aim is to support all
relevant institutions in the core markets that offer architectural
and construction training with software solutions. In this context,
talented young people are approached at an early stage in order
to be able to plan, construct and manage buildings and infra-
structure projects sustainably.

The brands engage in networking activities for students and cus-
tomers, e.g. through specially provided job platforms, various
training formats such as the Bluebeam Apprentice Day, as guest
speakers in lectures, at job fairs at universities or through cooper-
ation with student associations and academic faculties.

A Letter of Commitment to Education was rolled out in the year
under review. This sets minimum standards for cooperation with
universities and other educational institutions. It also specifies
that each brand must designate a contact person for these activ-
ities. In addition, the brands declare that at least 5% of their sales
activities are devoted to cooperation with educational institutions.
They are also encouraged to conduct at least one sponsoring
activity per year. This can be their own or be an activity with a third
party. The brands are to continuously increase the number of stu-
dent licenses. The brands plan to sign the Letter of Commitment
to Education by the end of the second quarter of 2020 and start
implementing the minimum standards in the same year.

Employee responsibility

Attracting and retaining highly qualified and motivated employees
is a key success factor for the entire software industry. This par-
ticularly applies to companies such as the Nemetschek Group, as
the AEC market is characterized by a high speed of innovation
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and the Group invests around a quarter of Group revenue in
research and development. However, the general shortage of
skilled personnel poses a challenge. This is all the more true as all
Nemetschek brands are in competition with large software com-
panies on the employment market.

Overarching management approach

In order to act quickly and agilely in the respective markets and
regions, the individual brands manage HR affairs themselves. The
Human Resources department of Nemetschek SE supports and
advises the individual HR departments in this respect. The Vice
President of Human Resources heads the Human Resources
department of the holding company and reports to the CFOO. To
this end, they are in regular close contact with the HR managers.
In addition, the various expert and project committees are con-
vened as required to deal specifically with individual topics.

With the new Letter of Commitment — which will be replacing the
originally planned HR guideline and will be rolled out at the begin-
ning of 2020 — the Group defines basic standards and minimum
requirements on fundamental employee issues as well as on cen-
tral topics of personnel recruitment, appraisal interviews and
approaches to promoting health. However, the responsibility for
gaining and retaining employees, diversity and inclusion, promo-
tion of health, and education and training will continue to be dis-
charged decentrally by the brands. The brands also remain free
to define brand-specific standards and to develop their own HR
guidelines that go beyond the minimum requirements or to regu-
late other topics.

Gaining and retaining employees

The search for skilled staff and talented young people remains a
major challenge for the company. Software developers and IT
experts in particular are rare all over the world. As a medium-sized
company, the Nemetschek Group is in competition with large
employers in the software industry such as Microsoft, Apple and
Google. Attractive working conditions and a positive working
environment are intended to help attract the best talent to the
Nemetschek Group and retain them in the company. The Nemet-
schek Group currently still uses the development of the number
of its employees as an indicator of the success of its measures. A
benchmark that better reflects the development with regard to
the goals set is currently being developed.

To attract employees, the brands offer flexible working models
and other benefits. A Group-wide job portal has also been in
place since 2018 and can be used by all brands. The majority of
the 16 brands publishes their job advertisements on this portal.
The portal was initially limited to the intranet, where it enabled an
exchange of specialists within the Group as part of the transfer of
knowledge. With the relaunch, the Group website was expanded
to include a career page with links to the subsidiaries’ job portals.
By doing this, the Group intends to make it easier for skilled peo-
ple to find the brand that best suits them.



As further measures for employee recruitment, the brands of the
Nemetschek Group use social media platforms such as Xing and
Linkedin, as well as contact networks and recommendations
from their own employees. Fourteen of the brands currently
reward successful recommendations with a bonus.

In order to retain skilled employees in the long term, the Nemet-
schek Group is constantly working on strengthening its attractive-
ness as an employer. Flexible work time models, which are laid
down as a standard in the Letter of Commitment, contribute to
this. The structure of these work time models depends on the
business model of the individual brand and local regulations. Oth-
er measures include individual training and the special promotion
of talented young people. In addition, there are social offerings
such as sports programs and team events.

In 2019, the number of employees in the Nemetschek Group —
including through company acquisitions — increased by 288 or
11.1% compared with the previous year. The organic growth was
198 employees (+ 7.7%). As of December 31, 2019, the Group
employed 2,875 people (previous year: 2,587).

Education and training

The Nemetschek Group is committed to ongoing education and
training. As a company that uses and promotes digitalization, the
Nemetschek Group also offers young people good long-term
prospects. Early cooperation means that employees can be con-
tinuously encouraged and developed.

The need for training and corresponding measures is addressed
within the respective brands. The basis for this at all brands is
regular employee development meetings in which feedback is giv-
en and individual prospects and specific goals are discussed. This
approach along with the minimum requirements for education and
training are the subject of the above-mentioned Letter of Commit-
ment. The education and training requirements are defined in the
annual development meetings. In 2019, these development meet-
ings took place at all brands.

Promotion of health

Active health management is important for all employees in the
Nemetschek Group to be able to work creatively and efficiently.
The company consistently adapts all health-related measures
and initiatives to the changing requirements of the constantly
shifting working environment.

In the Letter of Commitment, Nemetschek also defined minimum
requirements for health management for all brands. The imple-
mentation of the measures will continue to be managed decen-
trally.

In the year under review, 15 of the 16 brands offered health-relat-
ed measures for their employees. Alongside wellness programs,
these measures included sports and fitness activities within the
company and financial support for programs offered by external
providers.

In terms of preventative health care, employees benefited from
telemedicine services, specific examinations (e.g. eye examina-
tions) or subsidized insurance policies to varying degrees,
depending on the subsidiary. In some cases, special office equip-
ment (e.g. ergonomic office furniture) was also provided.

Promotion of diversity and inclusion

The topic of diversity is also a key part of the company’s corpo-
rate culture. The cultures within the Nemetschek Group are very
different, but this individuality is an important driver for the com-
pany’s innovative strength and should therefore be promoted in a
more targeted manner. This effort was newly identified as a high
priority in 2019. The Group plans to develop an appropriate con-
cept in 2020.



3 Economic Report

3.1 Macroeconomic and Industry-
Specific Conditions

General economic conditions

Global economy

In 2019, the global economy continued its positive economic
development overall, but lost momentum compared with the pre-
vious year. Factors influencing this development included the
transnational weakness of key industries such as the automotive
sector and the reduction in global trade volumes. Uncertainty also
continued regarding the trade conflict between the USA and Chi-
na. Economic output in the eurozone was unable to repeat the
high growth rate of the previous year and declined noticeably. In
the United Kingdom, the uncertainties surrounding Brexit are like-
ly to have been the trigger for comparatively low growth rates.
The largest contribution to global growth in 2019 was again made
by China with 6.2%.

For 2019, the German Council of Economic Experts assumed
that global GDP would grow by 2.6% (previous year: 3.3%).

Eurozone

Economic development in the eurozone in 2019 was heteroge-
neous, although the restrained momentum of the previous year
continued overall. The larger member states saw a slowdown in
the pace of growth. One reason for this was the weaker perfor-
mance in the manufacturing industry. By contrast, private con-
sumption provided positive impetus in view of the favorable situ-
ation on the employment market. Growth in gross fixed asset
investments in the eurozone declined noticeably, although the
financing environment appeared very positive. In September
2019, the European Central Bank again eased its monetary poli-
cy, which had been expansionary for years. The decline in the
unemployment rate slowed, not least due to the continuing short-
age of labor and skilled workers.

For 2019, the German Council of Economic Experts expected
GDP in the eurozone to grow by 1.2% (previous year: 1.9%).

USA

The USA recorded a slight slowing in the pace of growth. Never-
theless, the economic upswing remains robust. This had an
increasingly positive effect on the employment market, causing
the unemployment rate to drop to 3.5%. After recently weaker
figures, private consumption made a substantial contribution to
growth in GDP. Investments in intellectual property — including
both software and research and development — recorded strong
growth, while non-governmental gross fixed asset investments
and investments in equipment and non-residential construction
declined markedly. Exports from the United States also weak-
ened significantly in the year under review. The increases in
expenditure and tax cuts under the Tax Cuts and Jobs Act led to
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a noticeable widening of the government deficit and debt. After
tightening its monetary policy again beginning in 2016, the Fed
decided to relax its monetary policy for the first time in July 2019.

Following growth of 2.9% in the previous year, the US economy
was expected to grow by 2.3% in 2019.

Japan

Economic development in Japan remained positive, but with
comparatively little momentum. Japan’s foreign trade suffered
from the ongoing global trade conflicts and the slowdown in the
international economy. For the year under review, there were
signs of a decline in both exports and imports of goods. Compa-
nies continued to pursue their investment plans, although the
growth rate was lower than in the previous year. The main growth
drivers were private consumption and the special economic situ-
ation caused by the 2020 Summer Olympics in Tokyo. The Bank
of Japan confirmed its expansionary monetary policy.

Overall, economic output was expected to increase by 0.8% in
2019 - the same growth rate as in the previous year.

Emerging markets
Economic development in the major emerging markets was het-
erogeneous.

In China, the economic upswing continued, although the rate of
growth lost some of its momentum. Economic growth of 6.2%
was expected for the year under review (previous year: 6.6%).
The trade conflict with the United States as well as monetary and
fiscal policy measures taken by the Chinese government had a
particular impact. Following the restrictive monetary policy of
recent years, there could now be a trend reversal towards a more
expansive policy. At the same time, China wants to expand lend-
ing to companies.

In India, the high rate of growth of the previous year was unable
to be repeated, although economic growth remained at a high
level of 5.4% (previous year: 7.3%). For Russia, the lack of private
investment is likely to have had noticeable consequences. A
slight increase in economic output of 0.7% was assumed for
2019 (previous year: 2.2%).

Overall, the German Council of Economic Experts anticipated
GDP growth of 4.5% in the emerging markets (previous year:
5.2%).

Sources: Annual Report 2019/20 German Council of Economic Experts; GTAI — Wirtschaftsausblick
Russland (November 2019), GTAI - Wirtschaftsausblick Japan (November 2019).



Development of the construction industry

Europe

The European construction industry continued its economic
upswing in 2019, even though the majority of Euroconstruct
member countries were unable to repeat the high growth rates of
the previous year. The three largest economies developed heter-
ogeneously. While growth in Germany and France slowed signifi-
cantly (from 1.7% in the previous year to 0.8% for Germany and
from 3.4% to 2.1% for France), the industry experts at Eurocon-
struct expected growth in the UK to reach 0.7% (previous year:
0.3%). The Netherlands (from 6.7% in the previous year to 3.6%)
as well as Spain (from 6.5% to 4.6%) were unable to maintain the
strong growth of the previous year. In Eastern Europe, the
upswing continued following the 2016 crisis year. At 13.3%, the
highest growth was forecast for Hungary, followed by Poland
(8.0%) and the Czech Republic (3.3%). According to current fore-
casts, a growth rate of 1.3% is estimated for new residential con-
struction. A constant growth rate of 5.1% is anticipated for infra-
structure construction.

In total, Euroconstruct expects an increase in construction vol-
ume of 2.0% (previous year: 3.1%) for the member countries of
the industry network.

North America

After the previous years characterized by growth, the economic
development of the US construction industry stagnated in 2019.
The FMI industry experts assumed that the previous year’s con-
struction output would stagnate in the year under review, after
+3.3% in the previous year. Construction output in new residential
construction even declined. On the other hand, there was a rising
growth rate in infrastructure construction. Public spending on
infrastructure restructuring and modernization is necessary due
to many years of underinvestment. After a positive trend reversal
had become apparent in 2018, a considerable growth rate of 6%
was forecast for infrastructure projects in 2019 (previous year:
+1%).

Japan

The Japanese construction sector recorded an upward trend in
2019, with an expansion in private residential construction
(+1.8%) and infrastructure construction (+8.4%) in particular. Fol-
lowing the decline in public sector construction investments in the
previous year, a growth rate of 3.1% was expected for 2019. In
contrast, investments in the non-residential construction sector
declined.

The Japanese Research Institute of Construction and Economy
(RICE) estimated a significant increase in construction volume of
2.2% in 2019 (previous year: 0.3%).

Emerging markets
The performance of the construction industry in the emerging
markets painted a mixed picture in 2019.

The construction sector remained one of the main pillars of the
Chinese economy. As in the previous year, the residential con-
struction sector in particular was expected to achieve significant
growth in the two-digit percentage range. While investments in
office construction remained stable, there was a significant
decline in investments in retail space. In state infrastructure con-
struction, the Chinese government is focusing on pushing ahead
with the expansion of the railway network.

In India, the construction industry was expected to continue its
dynamic growth, with the infrastructure sector as the driving
force. Building construction showed a different development.
Residential construction in India was anticipated to recover slight-
ly in the year under review, but remained a source of concern.
Although there is great demand for new housing, particularly in
the conurbations, liquidity bottlenecks are hampering the realiza-
tion of new construction projects. However, overall, building con-
struction developed positively thanks to growth rates in the com-
mercial sector.

In Russia, building construction output in the first half of 2019
increased by a moderate 0.2% year-on-year, thanks in particular
to private residential construction. In civil engineering, the imple-
mentation of major infrastructure projects lagged behind sched-
ule. Further construction projects, for example in Siberia, were
expected in 2019 and the following years, with a focus on trans-
port routes and train lines. This should provide additional growth
impetus.

Sources: Euroconstruct Summary Report Warsaw Nov 2019; ifo_Bauwesen_Euro_2019; 2020 FMI
Overview; GTAI - Branchencheck — Russland — Dezember 2019; GTAI — Branchenanalyse — Russland
—2019; Invest India — 03.02.2020; GTAI — Branchencheck — Indien — Dezember 2019; GTAI — Branche
kompakt — Indien (November 2019); GTAI — Branchencheck — China — Dezember 2019; GTAI -
Durchwachsene Stimmung in Chinas Bausektor — Oktober 2019; GTAI — China investiert weniger in
Buro- und Handelsflachen — 2019; GTAI — China — Tiefbau — Schienennetz — Apr. 2019; RICE Japan —
CONSTRUCTION INVESTMENT — Sept. 2019; NBS National BIM Report 2016 — 2018; JBKnowledge

Construction Technology Report 2017-2019; BICP Global BIM Study — Lessons for Ireland’s BIM
Program.

Digitalization in construction

Key figures for the construction industry are just one of several
indicators for the development of the Nemetschek Group’s mar-
kets. Expenditure for IT and software plays an important role in
digitalization. At around 1.5% of revenue, IT expenditure in the
construction industry is still below average compared with other
industries. However, IT expenditure in the construction industry is
expected to increase significantly in the next few years.

Digital change in the construction industry is largely determined
by the Building Information Modeling (BIM) working method. The
use of BIM methodology is already widespread in the USA and
Singapore, as well as in the Scandinavian countries, the Nether-
lands and the UK. In 2016, the UK took a decisive step towards
the nationwide establishment of BIM with the entry into effect of
the BIM Level 2 mandate, which makes the use of BIM Level 2
mandatory for public construction projects. With the planned BIM
Level 3 from 2020, the model-based collaboration of all disci-
plines in the UK requiring the use of Open BIM, is to be taken to
a new level.



Since 2014, there has also been a new directive for the EU that
recommends the use of computer-based methods such as BIM
in the awarding of public works contracts and tenders. In the
meantime, many European countries have implemented the EU
recommendations on a national level.

In Germany, BIM is being boosted by the “Digital Planning, Build-
ing and Operation” step-by-step plan. Since 2015, experience
has been gathered and skills have been pooled in pilot projects
funded by the Federal Ministry of Transport and Digital Infrastruc-
ture (BMVI) in order to define the necessary quality standards.
Since 2017, BIM has been used in an extended pilot phase in
numerous transport infrastructure projects. From 2020, the use of
BIM is to be mandatory in all new public sector infrastructure pro-
jects that are in the planning stage.

Sources: Euroconstruct Summary Report Warsaw Nov 2019; HM Government — Construction 2025,
NBS National BIM Report 2016 — 2018; JBKnowledge Construction Technology Report 2017-2019;
BICP Global BIM Study — Lessons for Ireland’s BIM Program; EU BIM Task Group; Stufenplan Digitales

Planen und Bauen von BMVI; IT Software & Services von Kepler Cheuvreux 11/2015; Deloitte
2016-2017 Global CIO Survey; BIM Maturity levels in the UK.

3.2 Business Performance in 2019 and
Key Events Influencing the Company’s
Business Performance

General statement on the economic position of the Group

The Nemetschek Group had a successful 2019 financial year,
recording revenue growth in the double-digit percentage range
and an above-average increase in EBITDA. The growth targets
for 2019 regarding revenue and the EBITDA margin were exceed-
ed. Growth was driven both by organic operational business
development and the acquisition of the Spacewell brand, which
was consolidated for a full 12 months for the first time. In the
2019 financial year, Nemetschek continued to drive forward its
key strategic initiatives with a particular focus on internationaliza-
tion, further developing solutions and targeting new customers.

Acquisitions/sales

Holding level
No acquisitions were made at holding level in 2019.

Segment level

After the Nemetschek Group’s Manage segment acquired
Spacewell, a software provider for property, facility and work-
place management based in Belgium, at the end of August 2018,
the acquisition of 100% of the shares in Axxerion Group B.V.,
based in Heteren, the Netherlands, followed as of January 11,
2019. Axxerion offers workflow-based cloud solutions for the
facility and property management of companies. Available as a
pure SaaS model, the solution optimizes operational processes
such as data requests, workflow management, contract manage-
ment and maintenance. The purchase price for the acquisition
was approximately EUR 75 million (cash-/debt-free). Axxerion
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was integrated into the Spacewell Group.

With the agreement dated April 5, 2019, Maxon Computer GmbH
(Media & Entertainment segment) acquired 100% of the shares of
Redshift Rendering Technologies, Inc., based in Newport Beach,
USA. With its product of the same name, Redshift offers a render-
ing solution for 3D content creation. Following the acquisition of
the remaining 30% of Maxon and the appointment of a new man-
agement team in 2018, the acquisition of Redshift was a further
step in the expansion of the Media & Entertainment segment. The
purchase price for the acquisition consists of a fixed component
of EUR 27.3 million and a subsequent purchase price payment of
up to EUR 7.6 million (earn-out). The earn-out component is
dependent on achieving specific revenue and earnings targets
and technical milestones.

Furthermore, Maxon Computer GmbH and the shareholders of
RedGiant LLC signed an agreement on December 17, 2019 on
the merger of Maxon and RedGiant. As part of the transaction,
Maxon will acquire the US company RedGiant through a combi-
nation of a cash payment of around EUR 70 million and the grant-
ing of shares in Maxon. After closing the transaction, Nemetschek
will hold approximately 84% and the former owners of RedGiant
will hold around 16% of the shares in Maxon. This is financed by
its own cash and cash equivalents and by taking out a loan. The
transaction was closed in January 2020. RedGiant, headquar-
tered in Portland, USA, offers a comprehensive product portfolio
of motion design and innovative software solutions for visual
effects.

Divestments

The Nemetschek Group sold its 22.4% stake in DocuWare, a
supplier of document management and workflow solutions, to
the technology company Ricoh with effect from June 28, 2019.
The sales proceeds led to a book profit of EUR 29.9 million for the
Nemetschek Group and are shown in the financial result for 2019.

Cooperation and partnerships

In order to expand its market position and meet the diverse cus-
tomer requirements, the Nemetschek Group also relies on coop-
eration and collaboration with partners from the industry or with
scientific institutions. Partnerships exist both within the Group
among the brand companies and between brand and external
companies.

Existing partnerships were continued in 2019.



3.3 Results of Operations, Financial
Position and Net Assets of the
Nemetschek Group

Results of operations

Revenue development

The Nemetschek Group had a very successful year in 2019.
Across all quarters, the Group demonstrated its sustained growth
strength with double-digit growth rates compared with the same
periods of the previous year. As in previous years, revenue growth
was characterized by both organic growth and acquisitions.

DEVELOPMENT OF REVENUE AND GROWTH OF REVENUE

There were also positive currency effects in all quarters, especial-
ly resulting from the US dollar.

For the full year 2019, Group revenue increased by 20.7% to
EUR 556.9 million (2018: EUR 461.3 million). Group revenue was
thus slightly above the forecast corridor of EUR 540 million to
EUR 550 million. Adjusted for currency effects, total revenue
increased by 18.0%. The increase in revenue is attributable both
to strong organic growth of 15.8% (adjusted for currency effects:
13.1%) and the positive business performance of the acquired
Spacewell Group in the Manage segment.

Ain % A'in % organic +

In EUR million FY 2019 FY 2018 Ain%  currency-adjusted Ain % organic  currency-adjusted
Total year 556.9 461.4 20.7% 18.0% 15.8% 13.1%
Q1 129.9 102.2 27.1% 23.2% 21.3% 17.3%
Q2 137.8 113.8 21.1% 18.0% 14.9% 11.9%
Q3 138.3 114.9 20.4% 18.0% 15.7% 13.2%
Q4 150.8 130.4 15.7% 14.0% 12.3% 10.6%

Revenue development according to recurring revenues
and software licenses

Growth in the year under review was driven by recurring reve-
nues from service contracts and rental models such as sub-
scription, which increased by 32.6% (adjusted for currency
effects: 29.9%) to EUR 299.5 million (previous year: EUR 225.8
million). The above-average increase reflects the strategic change
in Nemetschek’s business model to offer both licenses and sub-
scriptions. The further switch to rental models will continue to
influence license growth in the future.

Subscription revenue increased significantly faster than Group
growth, rising 114.8% (adjusted for currency effects: 110.6%) to
EUR 50.3 million (previous year: EUR 23.4 million). The high
growth is attributable to strong organic growth in rental models
and inorganic growth effects. The purely organic growth in sub-
scription revenues was 70.2% (adjusted for currency effects:
65.7%). Revenue from service contracts increased by 32.6%
(adjusted for currency effects: 29.9%), from EUR 202.4 million to
EUR 249.2 million.

In total, the share of recurring revenues in total revenue increased
from 49.0% in the previous year to 53.8%. The revenue share of
subscriptions increased from 5.0% to 9.0% year-on-year.

Revenue from software licenses rose 5.2% (adjusted for cur-
rency effects: 2.5%) to EUR 228.2 million (previous vyear:
EUR 216.8 million). The share of software licenses in total revenue
fell accordingly to 41.0% (previous year: 47.0%).

REVENUE BY TYPE IN %

Consulting & Hardware 52%
Previous year: 4.0%

Recurring revenues
software services,
rental models
(subscription, soft-
ware-as-a-service) 41.0%

53.8% Software licenses

Previous year: 49.0% Previous year: 47.0%

Revenue by region

Overall, foreign revenues in 2019 rose much more strongly than
revenues in Germany. In the domestic market, where the
Nemetschek Group already enjoys a very strong position, reve-
nues increased by around 10% compared with the previous year.
In line with the strategy, the foreign share of revenue increased to
74.7% (previous year: 71.8%).

In all focus regions — Europe, North America and Asia — the
Nemetschek Group grew in 2019 and expanded its market
position. In Europe, the countries in which the use of BIM
methodology is already established or well advanced contributed
to the strongest growth. These particularly included the Nordic
countries with growth of around 36%.



As a result of the strong expansion achieved by Nemetschek
overseas in recent years and also in 2019, the USA is now the
Group’s largest single sales market with a revenue share of
around 34% (previous year: 32%). Revenue growth in the USA
was around 25% in 2019.

The Asia/Pacific region recorded growth of around 16%, with
Japan being the largest market for the Nemetschek Group in this
region.

REVENUE DISTRIBUTION BY REGION IN %

Asia/Pacific 9%

Previous year: 9%

25% Germany

Americas 34% Previous year: 28%

Previous year: 33%

Europe
32% (without Germany)

Previous year: 31%

Segment developments

At the beginning of the financial year, the Nemetschek Group
geared its organization more strongly toward the four operating
segments with the new Executive Board and management struc-
ture. As a result, centrally incurred costs are no longer reported
as part of the operating segment result. The figures for the previ-
ous year have been adjusted accordingly.

All four segments were able to continue their growth trajectory in
the 2019 financial year.

Revenues in the Design segment rose by 10.2% (adjusted for
currency effects: 8.6%) to EUR 314.6 million (previous year:
EUR 285.4 million). There were no acquisition effects in the
Design segment. Segment activities focused on further interna-
tionalization and new releases of software solutions. Although the
Design segment is already showing high penetration rates in its
target markets, it benefited from a growing demand for 3D solu-
tions in architecture and civil engineering and the associated tran-
sition from 2D to 3D software solutions required by BIM regula-
tions. The Design segment accounted for 56.5% of Group
revenue (previous year: 61.9%).

Segment EBITDA grew more quickly than revenue, rising 23.3%
(adjusted for currency effects: 21.3%) to EUR 102.0 million (pre-
vious year: EUR 82.7 million). The EBITDA margin increased
accordingly from 29.0% in the previous year to 32.4%. This
strong increase was positively influenced by the first-time applica-
tion of the new IFRS 16 for the accounting of leasing contracts.
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Adjusted for this effect, the EBITDA margin of 30.0% was also
higher than in the previous year. At the same time, further invest-
ments were made in product innovations, further internationaliza-
tion and cross-brand development projects.

The Build segment remained the segment with the strongest
organic revenue growth in 2019. There were no acquisition effects
in the Build segment. Sales revenue rose by 25.6% (adjusted for
currency effects: 20.7%) to EUR 177.7 million (previous year:
EUR 141.5 million). The segment thus now accounts for 31.9%
(previous year: 30.7%) of Group revenue. In the Build segment,
the Nemetschek Group benefited from the still low level of digita-
lization in the construction sector. The segment’s growth was
again strongly driven by the further expansion of the US brand
Bluebeam, which is now the Nemetschek Group’s top-selling
brand.

Thanks to the strong operating performance, EBITDA in the Build
segment grew significantly faster than revenue. With a plus of
47.3% (adjusted for currency effects: 40.3%), EBITDA rose to
EUR 61.6 million (previous year: EUR 41.8 million), corresponding
to an EBITDA margin of 34.7% (previous year: 29.6%). Even
adjusted for the IFRS 16 effect, the margin of 31.8% was clearly
above the previous year. At the same time, the Build segment
also invested in further internationalization and the further devel-
opment of the solutions portfolio.

The Manage segment, comprising activities relating to facility
management, was significantly strengthened from September
2018 by the Spacewell acquisition, which was recognized for a
full 12 months for the first time in the year under review. As a
result of organic growth and the strong inorganic contribution of
Spacewell, segment revenue totaled EUR 38.5 million (previous
year: EUR 183.8 million). Growth amounted to 178.8% (adjusted
for currency effects: 178.5%). Organic growth, excluding Space-
well, came to 14.0% (adjusted for currency effects: 14.0%). The
Manage segment’s share of Group revenue rose to 6.9% (previ-
ous year: 3.0%).

Segment EBITDA rose slightly less than revenue from EUR 2.9
million in the previous year to EUR 7.9 million. Accordingly, the
EBITDA margin was down on the previous year’s figure of 21.1%
at just 20.5% (adjusted for IFRS 16 effects: 16.9%). This decline
reflects acquisition-related costs and Spacewell’s EBITDA mar-
gin, which is still below the Group average. Spacewell, as the new
umbrella brand for this segment, is investing more heavily in new
solutions and further internationalization.

In the Media & Entertainment segment, Nemetschek achieved
strong growth with a simultaneous conversion to subscription
models. The conversion was carried out at the end of the third
quarter and was positively received by customers. Revenue
increased by 23.2% (adjusted for currency effects: 20.1%) to
EUR 33.9 million (previous year: EUR 27.5 million). The Media &
Entertainment segment accounted for 6.1% of total revenue (pre-
vious year: 6.0%).
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Segment EBITDA reached EUR 9.4 million (previous vyear: REVENUE BY SEGMENT N %

EUR 11.9 million), with the result that the EBITDA margin fell from

43.1% in the previous year to 27.8%. Adjusted for effects from Media & Entertainment
IFRS 16, the margin was 26.6%. The EBITDA margin reflects Previous year: 6%
costs for the acquisition of the US company Redshift Rendering

Technologies and the costs of switching to subscription models. Manage
Previous year: 3%

56% Design

Previous year: 62%

Build 32%

Previous year: 31%

ANNUAL REVIEW: REVENUE AND EARNINGS DEVELOPMENT

Ain % A'in % organic +
In EUR million FY 2019 FY 2018 Ain%  currency-adjusted Ain % organic  currency-adjusted
Group
Revenue 5566.9 461.3 20.7% 18.0% 15.8% 13.1%
EBITDA 1656.7 121.3 36.6% 32.8% 33.0% 29.1%
EBITDA margin 29.7% 26.3% - - - -
EBITDA before IFRS 16 150.5 121.3 24.1% 20.3% 21.4% 17.5%
EBITDA margin before IFRS 16 27.0% 26.3% - - - -
Design
Revenue 314.6 285.4 10.2% 8.6% - -
EBITDA 102.0 82.7 23.3% 21.3% - -
EBITDA margin 32.4% 29.0% - - - -
EBITDA before IFRS 16 94.5 82.7 14.2% 12.2%
EBITDA margin before IFRS 16 30.0% 29.0% - - - -
Build
Revenue 177.7 141.5 25.6% 20.7% - -
EBITDA 61.6 41.8 47.3% 40.3% - -
EBITDA margin 34.7% 29.6% - - - -
EBITDA before IFRS 16 56.2 41.8 34.4% 27.4% - -
EBITDA margin before IFRS 16 31.6% 29.6% - - - -
Manage
Revenue 38.5 13.8 178.8% 178.5% 14.0% 14.0%
EBITDA 7.9 2.9 171.8% 173.6% 29.3% 29.3%
EBITDA margin 20.5% 21.1% - - - -
EBITDA before IFRS 16 6.5 2.9 123.8% 125.6% - -
EBITDA margin before IFRS 16 16.9% 21.1% - - - -
Media & Entertainment
Revenue 33.9 27.5 23.2% 20.1% - -
EBITDA 9.4 11.9 -20.5% -221% - -
EBITDA margin 27.8% 43.1% - - - -
EBITDA before IFRS 16 9.0 11.9 -23.9% -25.5% - -

EBITDA margin before IFRS 16 26.6% 43.1% - - - -




Earnings performance

Operating EBITDA rose faster than revenue by 36.6% (adjusted
for currency effects: 32.8%) to EUR 165.7 million (previous year:
EUR 121.3 million). The EBITDA margin thus increased to 29.7%
(previous year: 26.3%) and was above the forecast corridor of
27% to 29%. In purely organic terms, EBITDA would have grown
by 33.0% (adjusted for currency effects: 29.1%).

As of January 1, 2019 the new IFRS 16 accounting standard had
to be applied for the first time, according to which leases of all
types (operating leasing and finance leasing) must always be rec-
ognized in the balance sheet. As a result of this reform, the
Nemetschek Group recorded a positive effect of around EUR 15.2
million at EBITDA level. Adjusted for this effect, the EBITDA mar-
gin of 27.0% was also higher than in the previous year.

A sharp increase in profits and returns was achieved despite the
fact that the Group continued to invest in strategic growth pro-
jects such as further internationalization, the development of the
solutions portfolio and cross-brand strategic initiatives in 2019.
These investments should also enable the Nemetschek Group to
achieve double-digit percentage growth in the future.

Operating expenses before depreciation and amortization
increased overall by 15.0% to EUR 397.4 million (previous year:
EUR 345.5 million), primarily due to higher cost of materials,
which rose by 41.8% to EUR 20.2 million (previous year: EUR 14.3
million). This item reflects revenues from third-party solutions,
which in 2019 were significantly higher than in the previous year,
also as a result of acquisitions.

Compared with revenue, personnel expenses rose at a slightly
lower rate by 19.4% to EUR 239.4 milion (previous year:
EUR 200.6 million), mainly due to the 16.9% higher average num-
ber of employees over the year. Other operating expenses
increased by 5.4% to EUR 137.8 million (previous year: EUR 130.7
million), well below the rate of revenue growth. This item reflects
investments in external personnel and IT systems as well as
legal and consulting costs, which were primarily related to M&A
activities.

Depreciation of fixed assets increased due to higher PPA depre-
ciation and higher investments in fixed assets. In addition, depre-
ciation of EUR 14.7 million on leasing contracts was recognized
for the first time due to the new IFRS 16 accounting standard.
Overall, depreciation and amortization thus rose from EUR 23.5
million in the previous year to EUR 42.1 million in 2019. PPA
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depreciation rose to EUR 17.1 million (previous year: EUR 14.7
million) due to new acquisitions in 2019 and the second half of
2018.

The financial result was mainly characterized by a non-recurring
income of EUR 29.9 million from the disposal of the non-strategic
investment in DocuWare. Interest expenses in the financial result
increased from EUR 1.1 million in the previous year to EUR 3.2
million. In addition to increased interest for bank liabilities, this
item also includes interest of EUR 1.5 million, which is reported in
the financial result due to the new IFRS 16 leasing standard.
Overall, the financial result amounted to EUR 30.1 million (previ-
ous year: EUR 2.0 million). Adjusted for the non-recurring effect of
the sale of DocuWare, it was EUR 0.1 million. Adjusted for Docu-
Ware and IFRS 16, the performance shows an increase in
expenses, which is primarily due to higher average acquisition
loans compared with the previous year.

EBITA increased by 25.0% to EUR 140.7 million (previous year:
EUR 112.5 million), resulting in an EBITDA margin of 25.3% (pre-
vious year: 24.4%). Earnings before interest and taxes (EBIT)
improved to EUR 123.6 million, up 26.4% on the previous year
(EUR 97.8 million).

Income taxes rose from EUR 23.2 million to EUR 26.4 million. At
17.2%, the Group tax rate was below the level of the previous
year (23.3%). The almost tax-free sale of DocuWare had a signif-
icant effect. In addition, loss carryforwards and deferred tax
assets not recognized in previous years (EUR 1.8 million) were
capitalized for the first time and an adjustment was made to
deferred taxes on investment book values (EUR 0.9 million).
Adjusted for the above-mentioned effects, the tax rate was 23.1%
and thus almost at the previous year’s level.

Net income (Group earnings after taxes) increased by 66.2% from
EUR 76.6 million to EUR 127.3 million. The sharp rise is due to
the growing operating business and the positive non-recurring
effect from the sale of DocuWare. Net income (shareholders of
the parent company) increased from EUR 76.5 million to
EUR 127.2 million.

Earnings per share were EUR 1.10 (previous year: EUR 0.66), an
increase of 66.3%. Adjusted for the non-recurring income from
the DocuWare sale, net income (shareholders of the parent com-
pany) was EUR 97.7 million, resulting in a 27.7% increase for
2019. The EPS in 2019 adjusted for the DocuWare sale was
EUR 0.85.



OVERVIEW OF GROUP KEY FIGURES

In EUR million FY 2019 FY 2018 Change in %
Revenue 556.9 461.3 20.7%
EBITDA 165.7 121.3 36.6%
EBITDA margin 29.7% 26.3% -
EBITDA before IFRS 16 150.5 121.3 241%
EBITDA margin before IFRS 27.0% 26.3% -
EBITA 140.7 112.5 25.0%
EBITA margin 25.3% 24.4% -
EBIT 123.6 97.8 26.4%
EBIT margin 22.2% 21.1%

Net income for the year (equity holders of the parent company) 127.2 76.5 66.3%
Earnings per share in EUR 1.10 0.66 66.3%
Net income (shareholders of the parent company) adjusted for DocuWare effect 9r.7 76.5 27.7%
Earnings per share adjusted for DocuWare effect* 0.85 0.66 27.7%
Net income before PPA depreciation 140.3 88.1 59.2%
Earnings per share before PPA depreciation in EUR* 1.21 0.76 59.2%
Net income before PPA depreciation and adjusted for DocuWare effect 110.8 88.1 25.8%
Earnings per share before PPA depreciation and adjusted for DocuWare effect in EUR* 0.96 0.76 25.8%

* ENG: For better comparability, the earnings per share in the previous year are shown after the share
split.

Financial position

Main features and objectives of financial management

The primary objective of financial management is to ensure the
financial stability and flexibility as well as the liquidity of the Nemet-
schek Group. This is achieved through a balanced ratio of equity
to debt capital. There were no changes in financing policy or
financial management in the 2019 financial year. As of December
31, 2019, liabilities to banks at the Group increased by EUR 57.5
million to EUR 188.1 million, largely as a result of new loans of
around EUR 130 million for acquisitions. Scheduled repayments
of long-term loans (EUR 42.0 million following EUR 38.0 million in
the previous year) and short-term acquisition loans (EUR 30.0
million after EUR O million in the previous year) had an opposite
effect. The Group’s balance sheet structure showed an equity
ratio of 40.7% as of December 31, 2019 (previous year: 43.0%).
Adjusted for the effects of IFRS 16, the equity ratio was 44.4%.

Liquidity analysis

As of December 31, 2019 the Group had cash and cash equiva-
lents of EUR 209.1 million, an increase of 73.2% over the previous
year (EUR 120.7 million). Despite repayments of EUR 72.0 million
from long- and short-term acquisition loans during the financial
year and the dividend payment of EUR 31.2 million in 2019, the
Group still has substantial liquidity reserves for further organic and
inorganic growth. Part of the cash and cash equivalents was used
to acquire the shares in RedGiant LLC at the beginning of the
2020 financial year. The Executive Board is pursuing a sustainable
dividend policy that provides for a distribution of around 25 % of
the operating cash flow. The dividend policy always takes into
account the overall economic development and the economic and
financial situation of the company.

When investing the surplus liquidity, short-term, risk-free availabil-
ity is generally more important than the objective of maximizing
earnings, in order to be able to fall back quickly on available funds
in the event of possible acquisitions and to keep the risk profile of
the Group low.

As of the balance sheet date of December 31, 2019 there were
euro-denominated loan liabilites of EUR 185.8 million due to
financing company acquisitions. This includes EUR 30 million to
finance the acquisition of RedGiant LLC in January 2020. The inter-
est rates for loans is between 0.42% p.a. and 1.08% p.a. The
Group’s net liquidity on the reporting date of December 31 rose to
EUR 21.0 million (previous year: net debt of EUR 9.9 million).



To ensure efficient cash and liquidity management, Nemetschek
SE as parent company carries out cash pooling with selected
subsidiaries. The ultimate Group holding company also receives
further cash and cash equivalents from the annual dividends paid
by the subsidiaries.

Development of cash flow

The Group’s cash flow for the period increased by 35.8% to
EUR 164.7 million (previous year: EUR 121.3 million), mainly due
to the higher earnings before taxes and write-downs on rights of
use in the amount of EUR 14.7 million from the first-time applica-
tion of IFRS 16.

Operating cash flow significantly rose by 60.8% to EUR 160.4 mil-
lion in 2019 (previous year: EUR 99.7 million). In addition to the
increase in cash flow for the period, the high growth in software
service and subscription contracts with the corresponding recur-
ring revenues had an effect, as in previous years. In 2019, this
effect was EUR 46.7 million (previous year: EUR 14.9 million). The
increase in trade receivables by EUR 6.3 million had the opposite
effect. The year 2018 was marked by non-recurring effects, result-
ing in a right to payment of EUR 4.1 million from an investment
subsidy and a deposit of EUR 5.2 million for a rented office in the
USA. The investment subsidy was paid to the Group in 2019. At
10.8%, the increase in income taxes paid was disproportionately
low compared with business development. In contrast, provisions
for current income taxes rose significantly above business deve-
lopment.

Cash flow from investing activities amounted to EUR -83.8 million
(previous year: EUR —74.4 million). The main influencing factors for
this in the year under review were payments for the acquisition of
the Axxerion Group of EUR 73.5 million and EUR 24.2 million for
the purchase of Redshift — in each case less acquired cash and
cash equivalents. Proceeds of EUR 33.3 million were recognized
from the sale of the investment in DocuWare GmbH. This was
used to repay two short-term acquisition loans. This item also
includes expansion and replacement investments in fixed assets
of EUR 19.3 million (previous year: EUR 11.3 million), which is par-
ticularly marked by an extraordinary infrastructure expansion in the
Build segment amounting to EUR 8.5 million due to a US brand in
the Build segment moving to a new company building.

Cash flow from financing activities was EUR 10.7 million (previous
year: EUR —-10.4 million). Cash inflows from taking out acquisition
loans of EUR 130.0 million (previous year: EUR 86.0 million) were
offset by the repayment of loans (EUR 72.5 million) and the divi-
dend payment for the 2018 financial year (EUR 31.2 million). In
addition, interest and redemption payments for lease liabilities in
accordance with IFRS 16 were reported for the first time in the
amount of EUR 12.8 million, of which EUR 11.3 million was for
redemption payments.

Cash and cash equivalents amounted to EUR 209.1 million at the
end of the year (beginning of the year: EUR 120.7 million).
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Management of liquidity risks

Liquidity risks arise when customers are not able to settle their
obligations to the Nemetschek Group under normal trading con-
ditions. To manage this risk, the Company periodically assesses
the solvency of its customers.

The high creditworthiness of the Nemetschek Group allows suffi-
cient liquid funds to be procured. As of December 31, 2019, there
were also unutilized credit lines of EUR 24.5 million. Nemetschek
continually monitors the risk of a liquidity bottleneck using month-
ly liquidity planning. Maturities of financial assets (receivables,
fixed-term deposits, etc.) and expected cash flows from operat-
ing activities are taken into account. The objective is to continu-
ously cover the ongoing need for financial resources while main-
taining flexibility in financing.

Investment analysis

In order to secure a leading position in the AEC market and con-
tinue tapping new areas of application, investments in capacity
expansions as well as replacement and rationalization measures
are necessary. In this respect, acquisitions are a key driver. Acqui-
sitions are largely financed by bank loans, with own funds also
being used. Further investments will be financed from operating
cash flow.

The dividend payout also comes from operating cash flow.



In total, the Nemetschek Group invested EUR 140.6 million (pre-
vious year: EUR 88.8 million) in property, plant and equipment
(EUR 17.5 million, previous year: EUR 10.1 million) and intangible
assets (EUR 123.1 million, previous year: EUR 78.7 million). The
main investments here were the acquisitions of the Axxerion
Group (purchase price: EUR 76.8 million) in the Manage segment
and Redshift (purchase price: EUR 33.1 million) in the Media &
Entertainment segment. The previous year was dominated by the
acquisitions of the Spacewell Group (Manage segment, purchase
price: EUR 46.1 million) and 123erfasst.de (Build segment, pur-
chase price: EUR 17.1 million). In addition, investments were
mainly made in expansion and maintenance.

In mid-December 2019, the Nemetschek Group concluded an
agreement to acquire RedGiant LLC. As well as a provisional
cash purchase price of EUR 71.2 million, the sellers received
shares in Maxon Computer GmbH. The cash purchase price was
financed in the amount of EUR 30 million by a bank loan as of
December 31, 2019, with the remainder coming from freely avail-
able funds within the Group. The transaction was completed on
January 7, 2020.

Net assets

The consolidated balance sheet total as of December 31, 2019
increased by 47.7% to EUR 857.2 million (previous vyear:
EUR 580.6 million).

On the assets side of the consolidated balance sheet, current
assets increased by 46.1%, from EUR 202.2 million to EUR 295.5
million. This can be primarily attributed to the EUR 88.4 million
increase in cash and cash equivalents and the EUR 6.3 million
rise in trade receivables.

Tax assets of EUR 3.9 million at the reporting date of December
31, 2019, changed only a little compared with the previous year’s
figure of EUR 4.2 million. In the previous year, other current finan-
cial assets included an investment subsidy for leasehold improve-
ments amounting to EUR 4.1 million, which was paid in 2019.

Non-current assets rose by EUR 183.4 million to EUR 561.7 mil-
lion. Goodwill increased from EUR 244.3 million to EUR 325.0
million (+33.0%). In the year under review, this was mainly due to
the acquisitions of the Axxerion Group in the amount of EUR 54.9
million and Redshift in the amount of EUR 24.3 million. Intangible
assets also increased by EUR 25.6 million to EUR 127.7 million
(December 2018: EUR 102.1 million), mainly due to acquisitions.
The increase of EUR 10.0 million in property, plant and equipment
resulted from the Build segment’s investments in building infra-
structure in addition to the expansion and replacement invest-
ments. Shares in associates decreased significantly by EUR 3.4
million due to the sale of the share in DocuWare GmbH.

On the liabilities side, current liabilities increased by 22.2% to
EUR 271.6 million (December 31, 2018: EUR 222.3 million). This
item includes trade payables as well as provisions and accruals
due within one year. The item “current loans” includes EUR 56.3

million of the repayment amount of the non-current acquisition
loans due in the next 12 months.

Trade payables remained almost constant year-on-year at
EUR 12.4 million (previous year: EUR 12.9 million). The increase
in other provisions to EUR 44.0 million (previous year: EUR 40.6
million) and deferred revenues to EUR 118.5 million (previous
year: EUR 95.1 million) is also due to the significant expansion in
business volume. Income tax liabilities rose significantly by
EUR 5.5 million to EUR 11.0 million (+101.6%), particularly in cur-
rent liabilities.

Non-current liabilities rose from EUR 108.7 million to EUR 236.9
million (+118.1%), primarily due to new bank loans taken out for
acquisitions (EUR 55.2 million) and the first-time application of
IFRS 16 (EUR 57.7 million). Deferred tax liabilities increased to
EUR 283.3 million (December 31, 2018: EUR 17.2 million), also
largely as a result of acquisitions. Other non-current financial obli-
gations rose by EUR 3.0 million to EUR 7.1 million. This item
mainly comprises the subsequent purchase price obligations
from the acquisition of Redshift (EUR 6.4 million) and revaluation
effects of the variable purchase price liability from the acquisition
of 123erfasst.de.

The equity ratio decreased to 40.7% at the end of the year under
review (previous year: 43.0%). This decline came as a result of the
first-time application of IFRS 16. Adjusted for the effect of IFRS
16, the equity ratio would be 44.4%.

As a result of the share split with capital increase from own funds in
the year under review, the share capital increased by EUR 77.0 mil-
lion to EUR 115.5 million. By contrast, retained earnings decreased.

The current liability ratio was 31.6% of the balance sheet total
(previous year: 38.3%) and the non-current liability ratio was
27.6% (previous year: 18.7%).

In the 2019 financial year, exchange rate changes resulting from
the foreign exchange translation differences of financial state-
ments prepared in foreign currencies in the consolidated financial
statements had a positive impact of EUR 3.2 million on the trans-
lation effects recognized in equity.

As in previous years, the Nemetschek Group identified capital
costs for each cash-generating unit as part of the impairment test
for goodwill (WACC = Weighted Average Cost of Capital). The
risk-free interest rate was calculated using the Svensson method
and amounted to 0.2% as of December 31, 2019 (previous year:
1.00%).

A market risk premium of 7.5% (previous year: 6.5%) was applied.
Additionally, country risk premiums were taken into account
where necessary. This results in capital cost rates before taxes
ranging from 12.92% to 13.50% (previous year: 11.48% to
13.83%). Based on the market capitalization as of December 31,
2019 and the planning expectations, the internal rate of return
before taxes is around 4%.



KEY BALANCE SHEET FIGURES

In EUR million FY 2019 FY 2018 Change in %
Cash and cash

equivalents 209.1 120.7 +73.2%
Goodwill 325.0 244.3 +33.0%
Equity 349.1 249.6 +39.9%
Balance sheet total 857.2 580.6 +47.7%
Equity ratio in % 40.7% 43.0%

Balance sheet figures for the individual segments can be found in
the notes.

BALANCE SHEET OVERVIEW IN EUR MILLION

Assets Equity & Liabilities
857.2 857.2
209.1 2711
6.4 580.6
120 7
2223 236.9
561.7 108.7
3783 349.1
249.6
2018 2019 2018 2019

W Current liabilities
Non-current liabilities
B Equity

B Cash and cash equivalents
Current assets (excl. cash)
B Non-current assets
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Nemetschek Group employees

In order to act quickly and agilely in the respective markets and
regions, the individual brands manage HR topics themselves. The
Human Resources department of Nemetschek SE supports and
advises the individual HR departments in this respect.

More information on employee responsibility and Human
Resources can be found in the non-financial statement under
item 2.

As of December 31, 2019 the Nemetschek Group had 2,875
employees worldwide (previous year: 2.587), representing an
increase of 288 people, or 11.1%. This does not include employ-
ees on parental leave, freelancers and those on long-term sick
leave. The figure at the end of 2019 includes 90 employees who
were added at the beginning of the year resulting from the acqui-
sition of Axxerion. Adjusted for this effect, the number of employ-
ees increased by 198 persons or 7.7% compared with the same
period last year.

At 75% (previous year: 75%), the majority of the Nemetschek
Group’s employees were employed outside Germany at the end
of 2019, as in the previous year.

On average, the Nemetschek Group employed 2,767 people
worldwide in 2019, an increase of 16.7% compared with the pre-
vious year (2,367). The average number of employees in research
and development was 1,103 (previous year: 962), or 39.9% of the
total workforce (previous year: 40.6%).

The average number of employees in sales, marketing and hotline
came to 1,280 (previous year: 1,084). In addition, 383 employees
(previous year: 321) worked in administration (including 15 train-
ees after 14 in the previous year). Trainees are primarily employed
in the commercial departments as well as in the IT and develop-
ment departments.

DISTRIBUTION OF EMPLOYEES BY REGION

Asia/Pacific 6%
Previous year: 5%

Americas 29% 24% Germany

Previous year: 30% Previous year: 25%

Europe
(without Germany) 41%

Previous year: 40%



In 2019, personnel expenses rose by 19.4% to EUR 239.4 million
(previous year: EUR 200.6 million), resulting in a personnel
expense ratio (personnel expense/revenue) of 43.0% (previous
year: 43.5%).

PERSONNEL STRUCTURE

Administration

Previous year: 14%

14%’

Research &
Development 40%

Sales, Marketing,
Service, Hotline

Previous year: 41% Previous year: 45%

Further information on employees can be found in the non-finan-
cial statement (item 2).

3.4 Results of Operations,
Financial Position and Net Assets of
Nemetschek SE

The following information refers to Nemetschek SE as the parent
company of the Nemetschek Group. The information is based on
the German Commercial Code (HGB) on accounting for large
corporations and the German Stock Corporation Act. The result
of Nemetschek SE is dependent on the earnings of subsidiaries
held directly and indirectly. The separate non-financial consolidat-
ed report is combined with the non-financial report of the parent
company under item 2.

Revenue development and earnings situation

Nemetschek SE’s revenues in the reporting year of EUR 6.3 mil-
lion (previous year: EUR 5.3 million) resulted primarily from income
from licensing the umbrella brand “A Nemetschek Company.”

At EUR 2.7 million, other operating income remained almost at
the previous year's level of EUR 3.0 million. This includes write-
downs on financial assets of EUR 1.7 million (previous year:
EUR 1.6 million). Operating expenses of EUR 15.8 million (previ-
ous year: EUR 13.1 million) include personnel expenses, consult-
ing costs and other operating expenses that cannot be charged
to subsidiaries.

Income from interests of EUR 128.6 million (previous year:
EUR 48.2 million) includes EUR 97.2 million in dividends from
subsidiaries and income from the sale of the minority share in
DocuWare GmbH of EUR 31.3 million. Income from profit transfer
agreements in the amount of EUR 40.0 million (previous year:
EUR 24.9 million) came as result of profit transfers from Allplan
GmbH and Frilo Software GmbH and, for the first time, from
transfers from Nevaris Bausoftware GmbH and Maxon Computer
GmbH. Nemetschek SE’s annual net profit increased to
EUR 150.6 million (previous year: EUR 61.4 million).

Net assets

Nemetschek SE’s balance sheet is mainly characterized by finan-
cial assets amounting to EUR 586.2 million (previous year:
EUR 427.2 million). Affiliates accounted for by far the largest
share at EUR 568.1 million (previous year: EUR 423.3 million).
EUR 82.4 million resulted from capital increases by Maxon Com-
puter GmbH for its acquisitions of Redshift Rendering Technolo-
gies Inc. (Newport Beach, USA) and RedGiant LLC (Portland,
USA). There was also a capital increase of EUR 62.3 million in
FASEAS International NV, the parent company of the Spacewell
Group, to finance the acquisition of the Axxerion Group (Heteren,
the Netherlands). Due to a sustained increase in earnings expec-
tations, there was a reversal on write-downs of EUR 1.7 million
made in previous years on the shares in Nevaris Bausoftware
GmbH. In addition, the equity in Nemetschek, Inc. was reduced
by EUR 1.6 million. Loans to affiliates increased to EUR 18.8 mil-
lion (previous year: EUR 1.8 million). In the financial year, EUR 1.3
million was repaid and a new long-term loan of EUR 18.3 million
was granted to a Group company.

With regard to current assets, trade receivables from affiliates and
profit and loss transfer agreements amounted to EUR 40.4 million
as of the balance sheet date (previous year: EUR 23.3 million).

Cash and cash equivalents amounted to EUR 17.0 million at the
end of 2019 (previous year’s reporting date: EUR 8.1 million).

As of the balance sheet date, the liabilities side of the stand alone
balance sheet was dominated by liabilities to banks. As a result of
scheduled repayments and new borrowings due to acquisitions,
these rose to EUR 185.8 million (previous year’s reporting date:
EUR 127.8 million). Equity increased by EUR 119.4 million to
EUR 389.2 million. Net income for 2019 of EUR 150.6 million was
offset by the dividend payment for the 2018 financial year
(EUR 31.2 million). Based on a resolution passed by the Annual
General Meeting on May 28, 2019, EUR 77,000 were used for a
capital increase from company funds. The equity ratio of Nemet-
schek SE was 60.2% as of the balance sheet date (previous year:
58.4%).

Provisions rose by EUR 3.4 million to EUR 10.3 million, primarily
due to higher tax provisions.



Liabilities to affiliates resulted mainly from cash pooling. The
increase of EUR 2.3 million to EUR 56.6 million was largely due to
higher liabilities from cash pooling within Group companies.

In the 2019 financial year, profit and loss transfer and control
agreements existed with the following subsidiaries: Allplan GmbH,
Frilo Software GmbH, Nevaris Bausoftware GmbH and Maxon
Computer GmbH. The contracts with Nevaris Bausoftware GmbH
and Maxon Computer GmbH (terminated on December 31, 2019)
were concluded in 2019 with a retrospective effect from January
1, 2019. There were also profit transfer and control agreements
between Allplan GmbH and Allplan Deutschland GmbH and All-
plan GmbH and Allplan Development Germany GmbH.

Financial position

Nemetschek SE’s investment activities in the 2019 financial year
were mainly characterized by the capital increases at Maxon
Computer GmbH and the Spacewell Group. EUR 144.7 million
including incidental costs were capitalized for the new acquisi-
tions. This was offset by a capital reduction of EUR 1.6 million at
Nemetschek Inc.

Nemetschek SE’s financing activities mainly comprised redemp-
tion payments of EUR 72.0 million and the dividend payment of
EUR 31.2 million (previous year: EUR 28.9 million). This was offset
by cash inflows due to the raising of several bank loans totaling
EUR 130.0 million. Interest payments of EUR 1.1 million were
made on loans taken out in the financial year.

Within the scope of its financing activities, the company received
funds primarily from cash pooling transactions and dividends
from selected subsidiaries.

Nemetschek SE employees
On average, Nemetschek SE had 47 employees in 2019 (previ-
ous year: 43).

Outlook for Nemetschek SE

The future development of Nemetschek SE with its significant
opportunities and risks is strongly influenced by the forecasts of
the Nemetschek Group set out in the Opportunity and Risk
Report. Based on the Group’s planning, Nemetschek SE also
expects an increase in net investment income in the 2020 finan-
cial year. Accordingly, Nemetschek SE is assuming that earnings
will continue to develop positively and that the annual result for
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the 2020 financial year will exceed that of the past financial year.
The company plans to continue to distribute around 25% of the
Group’s operating cash flow to its shareholders in the future. The
dividend policy always takes into account the overall economic
development and the economic and financial situation of the
company.

4 Comparison of Actual and Forecast
Business Performance of the
Nemetschek Group

The Executive Board forecast revenue in the range of EUR 540
million to EUR 550 million for the 2019 financial year, representing
year-on-year growth of between 17% and 19%. This growth
included inorganic effects. Organic growth was expected to be
around 13%. Regarding the EBITDA margin, the Executive Board
again expected to reach the level of 25% to 27% of Group reve-
nue, excluding effects from the changeover to the new IFRS 16
leasing standard. Including the effects of IFRS 16, the Executive
Board expected an EBITDA margin of between 27% and 29%.

On a segment basis, the Executive Board expected growth in the
Design and Media segments to be below the average organic
Group growth. On the other hand, the Build segment was expect-
ed to achieve double-digit percentage revenue growth above the
Group average, while double-digit percentage revenue growth in
a similar range as the planned organic Group growth was expect-
ed for the Manage segment. In the Manage segment, there were
additional growth effects from acquisitions.

In the 2019 financial year, Group revenue rose by 20.7% to
EUR 556.9 million and was therefore slightly above the forecast
corridor of EUR 540 million to EUR 550 million. Adjusted for cur-
rency effects, total revenue increased by 18.0%. Organic growth
of 15.8% (13.1% adjusted for currency effects) also exceeded the
forecast of 13%. The targets set were also achieved on a seg-
ment basis.

Operating EBITDA rose faster than revenue in 2019, increasing
by 36.6% to EUR 165.7 million. As a result, the EBITDA margin
(including positive effects from the first-time application of the
new IFRS 16 standard for lease accounting) also increased from
26.3% in the previous year to 29.7%, and was thus above the
forecast range of 27% to 29%.

OVERVIEW OF THE FORECAST TO ACTUAL FIGURES IN THE FISCAL YEAR 2019

Growth (organic)

Actual financial year Actual financial year adjusted for foreign

2018 Forecast 03/2019 2019 Growth (organic) currency

20.7% 18.0%

Revenue in EUR million 461.3 540 - 550 556.9 (15.8%) (13.1%)
EBITDA margin in % 26.3% 27%-29% 29.7% - -
EBITDA margin in % before IFRS 16 26.3% 25% - 27% 27.0% - -




5 Opportunity and Risk Report

Opportunity and risk management

The entrepreneurial activities of the Nemetschek Group involve
opportunities as well as risks, which reflect the diversity of its
business activities. A management and control system is used to
identify and assess these opportunities and risks at an early stage
and to decide on how to treat them. The Nemetschek Group
aims to grow sustainably and profitably and to increase the com-
pany value in the long term. In order to gain further market shares,
national and international market positions must be continuously
expanded and solutions must be developed and adapted to mar-
ket and customer requirements. To this end, all opportunities are
to be used in the best possible way, and risks are to be identified
at an early stage in order to initiate suitable countermeasures and
ensure the future success of the Nemetschek Group.

The general responsibility for the early identification of opportuni-
ties and risks and possible countermeasures lies with the Execu-
tive Board and the Segment Managers. They are supported in
this by the management of the subsidiaries and the specified Risk
Managers of the subsidiaries and Nemetschek SE. The Risk
Managers are responsible for summarizing, assessing, evaluating
and reporting risks and the associated countermeasures. Anoth-
er important component of the risk management system is the
internal audit, which continually monitors the functionality and
effectiveness of the processes.

To improve comparability, risks are evaluated across the Group
based on uniform quantitative and qualitative criteria and catego-
ries. The current risk situation of the Nemetschek Group is updat-
ed and documented quarterly as part of a risk inventory.

At the same time, the Executive Board and the Segment Manag-
ers are responsible for identifying and managing opportunities
that could offer additional growth potential for the Nemetschek
Group. Accordingly, opportunity management evaluates relevant
and feasible opportunities that are in line with the Group’s strate-
gic goals and offer a competitive advantage. The management in
the subsidiaries supports the Executive Board and the Segment
Managers in identifying, analyzing and evaluating existing oppor-
tunities and proposing alternative courses of action. Opportuni-
ties are assessed in terms of quantity and quality using business
models.

Accounting-related risk management and internal control
systems

Generally, risk management and the internal control system com-
prise the accounting-related processes and all risks and controls
with regard to financial reporting. This refers to all parts of the risk
management system and the internal control system that could
have a material impact on the consolidated financial statements.
The aim of the risk management system with regard to account-
ing processes is to identify and assess risks that could conflict
with the conformity of the consolidated financial statements

under the applicable regulations. Identified risks are to be
assessed in terms of their impact on the consolidated financial
statements. The aim of the internal control system is to use con-
trols to create sufficient certainty that the consolidated financial
statements are in compliance with the regulations, despite the
identified risks.

Both the risk management system and the internal control sys-
tem apply to Nemetschek SE and to all subsidiaries relevant to
the consolidated financial statements and all processes relevant
to the preparation of the financial statements.

The assessment of the materiality of misstatements is based on
the probability of occurrence and the effect on revenue, EBITDA
and total assets. Furthermore, the capital market and the influ-
ence on the share price play a significant role.

Key elements of risk management and control in financial report-
ing include the allocation of responsibilities and controls in the
preparation of financial statements, Group-wide guidelines on
accounting and the preparation of financial statements, and
appropriate rules for access to IT systems. The principle of dual
control and the separation of functions are also key principles in
the financial reporting process.

The assessment of the effectiveness of internal controls with
regard to financial reporting is an integral part of the audits carried
out by Internal Audit in 2019. The Supervisory Board is informed
four times a year about the main risks identified for the Nemet-
schek Group and the efficiency of the risk management system
and the accounting-related internal control system.

Opportunity and risk assessment and reporting

The Nemetschek Group systematically analyzes and evaluates
opportunities and risks. The opportunities and risks are quantified
and classified to this end. In order to take suitable measures to
deal with risks that could threaten the continued existence of the
Nemetschek Group, any risks identified are evaluated and then
classified based on their estimated probability of occurrence and
the extent to which they are expected to affect the earnings,
assets and financial position, the share price and the reputation of
the Nemetschek Group. The same applies to opportunities.



RISK POTENTIAL PROBABILITY OF MATERIALIZATION

Probability of
Level materialization Potential severity
EUR 0.0 <0.25
Very low < 10% million
>EUR0.25<0.75
Low >10% <25% million
>EURO0.75< 2.0
Medium >25% <50% million
>EUR20<45
High >50% <75% million
Very high >75% <100% > EUR 4.5 million

Market risks

Economic opportunities/risks (political and regulatory
risks, social conflict, instabilities, natural disasters)

The order situation of customers can be influenced by positive or
negative developments in the construction industry and the gen-
eral economic situation.

The Nemetschek Group is active in various markets and regions.
Business activities are influenced by market factors such as geo-
graphical and cyclical economic trends and political and financial
changes. In particular, the global economic environment has
become more volatile in recent years, and the economic risks
have therefore increased. Particular reference should be made to
the trade tensions between China and the USA, which were a
major source of uncertainty for global economic growth in 2019.

In the 2019 financial year, the Nemetschek Group especially ana-
lyzed the extent to which a deal or no-deal Brexit could influence
the business activities of the segments. Although the Group’s
share of revenue in the UK is less than 5%, the market is for-
ward-looking in terms of the BIM standard, which has shown high
growth in recent years.

Nemetschek continually monitors developments in key econo-
mies and their construction industries by means of widely avail-
able early warning indicators such as the market indicator of the
Euroconstruct market institute, or the Construction Confidence
Indicator (CCl), as well as by analyzing its own marketing situa-
tion. The highly targeted markets in Europe, North America and
Asia are continuously analyzed. Thanks to its international sales
orientation, the company has the possibility of broad risk diversi-
fication. There is no single customer with a significant share of
sales, so there is no “cluster risk.” The Nemetschek Group’s cus-
tomers are also characterized by a high level of loyalty. The Group
is therefore highly diversified, both in terms of regional distribution
and customer structure. The high proportion of recurring sales
revenues, at more than 50% of total revenue, is also a risk-mini-
mizing factor.

In the event of an overall economic downturn, the Design seg-
ment — which has more than 50% of the Nemetschek Group’s
sales revenue — positioned at the beginning of the lifecycle of
buildings would feel the economic weakness first. The Build seg-
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ment would only be affected downstream. The Manage and
Media & Entertainment segments target end customers, which
increases risk diversification. In addition, the Manage segment is
not directly dependent on the building process, as the focus in
this segment is rather on increasing efficiency in the management
of properties, which is particularly important for property manag-
ers in weak phases.

The Nemetschek Group plans its investments and corporate
decisions in the medium to long term, so short-term deviations
should not have a decisive influence on the overall long-term pic-
ture. If necessary, Group or segment strategies are adjusted. In
principle, the broad diversification of the portfolio to different end
customers and sectors already counteracts cyclical develop-
ments.

Industry opportunities andrisks

There are significant opportunities and risks that could cause a
noticeable change in the economic situation of the Nemetschek
Group in the market and industry environment.

The order situation and the financial strength of the construction
industry have an influence on the investments of this industry in
software solutions and thus on the business development of the
Group. On the market side, the company benefits from stable
construction activity and growing investment in construction and
infrastructure projects. In particular, state investments in infra-
structure announced by numerous governments offer further
growth potential for the Design and Build segments. The use of
software solutions to increase efficiency in property management
remains weak, which should result in catch-up effects.

The importance of digitalization is therefore steadily increasing
throughout the entire lifecycle of construction projects, providing
the Nemetschek Group with a stable environment in all segments.
As a result, the potential industry risks associated with custom-
ers’ reluctance to invest in software have so far not had a signifi-
cant impact on the earnings position of the SE and the Group. As
a leading company in the AEC industry, Nemetschek’s size and
competence provide good opportunities to further expand its
market share and to benefit from technological trends and ongo-
ing digitalization.

Opportunities and risks from the competitive environment
The Nemetschek Group operates in a highly competitive and
technologically fast-moving market that is also highly fragmented.
Risks could arise from rapid technological change, innovations by
competitors or the appearance of new market participants such
as cloud providers. To counter this risk, the Nemetschek Group
screens the market very closely and also sees young innovative
companies as potential M&A targets, which in turn can comple-
ment and expand the Nemetschek Group’s portfolio.

Nemetschek therefore considers risks from the competitive envi-
ronment to be low in terms of probability of occurrence and



extent. The company invests heavily in research and develop-
ment in order to further develop its solution portfolio and to gen-
erate innovations aimed at providing customers with added value
while retaining their loyalty. With its Design, Build and Manage
segments, the Nemetschek Group covers the entire lifecycle of
buildings and structures. On the other hand, the Media & Enter-
tainment segment is largely independent of the industry and has
developed continuously and positively in recent years. Due to this
strategic positioning, Nemetschek is exposed to fewer risks than
other market participants. The Group’s opportunities for expand-
ing its market position as a leading provider of software solutions
for a continuous workflow for the entire lifecycle of buildings lie in
further internationalization and in systematically exploiting the
potential of existing markets — supported by the consistent use of
new technologies.

In summary, this means:

Probability of

Risk category materialization Severity
Economic risks medium very high
Industry sector risks low low
Risks from the competitive

environment low low

Probability of

Opportunity category materialization Severity
Economic opportunities very low low
Industry sector opportunities medium medium
Opportunities from the

competitive environment medium medium

Operating opportunities and risks

Corporate strategy

Opportunities and risks can also result from corporate decisions
that change the opportunity and risk profile in the short, medium
and long term.

The Nemetschek Group has its roots in the Design segment and
has successively focused on further high-growth markets along
the construction lifecycle. Having significantly expanded the Build
segment in recent years, Nemetschek is now increasingly focus-
ing on the building management market, which it targets with the
Manage segment. The Build and Manage segments have a high
growth potential due to the existing market potential and the still
low level of digitalization.

To strengthen the segment focus, a new Executive Board and
governance structure was established at the beginning of 2019.
For the first time, each of the four segments has a dedicated
Executive Board member or Segment Manager who works close-
ly with the brands within the segment and bundles their expertise
in the respective segments to a greater extent. This opens up
new opportunities and potential to leverage synergies between

the brands while also targeting the customer in an even more
focused manner.

The Nemetschek Group sees itself as a driver for Building Infor-
mation Modeling (BIM) and has a strong position in all AEC seg-
ments with regard to this working method. BIM regulations in
various countries are helping to ensure that BIM technologies
become increasingly important in the construction industry. These
mandates are also driving the BIM standards in other countries
and leading to greater acceptance of this working method.

Should the expected market demand for BIM solutions be weak-
er than expected, or should completely different technologies and
working methods prevail, the investments made could still not
lead to the expected revenues. Nemetschek takes this risk into
account by continually evaluating technology, updating market
assessments and by aligning the respective segment strategies
to current market conditions. Nemetschek remains convinced
that new business opportunities will arise as a result of the trend
towards BIM and ongoing digitalization.

Sales and marketing

The further internationalization of Nemetschek’s business is a
strategic focus designed to expand existing market shares in var-
ious regions or to enter new markets. The focus lies on those
sales markets that offer the greatest market potential and growth.
Alongside Europe, a major focus is on the US market, the largest
AEC software market in the world, and the Asian markets, espe-
cially Japan.

The Group’s various sales models are based on the use of expert
sales partners, resellers and qualified employees with specialist
knowledge. They contribute to the optimal processing of custom-
er segments, ensure high customer satisfaction and guarantee
the sustainability of the earnings position.

The loss of sales partners or sales employees could have a neg-
ative impact on the revenue and earnings position of the Nemet-
schek Group. The brand companies take this risk into account by
carefully selecting, training and managing sales partners and
employees and with the help of incentive and performance sys-
tems. In addition to a fixed salary, sales employees are paid vari-
able performance-related bonuses or commissions.

Sales risks also exist in cases where subsidiaries decide to estab-
lish their own sales team or sales location in regions where a sales
partner previously worked, or if sales partnerships are terminated.
In the course of the changeover, this could lead to discrepancies
with the previous sales partner or to negative customer reactions.
However, such scenarios are analyzed in detail before implemen-
tation and discussed both internally and with external market
experts.

Since the implementation of the new management structure with
Segment Managers, greater importance has also been attached
to co- and cross-selling, which in turn provides the opportunity to
work even more intensively with existing customers.



In the construction industry, there are signs of increasing accep-
tance of rental models via Software as a Service (SaaS) or sub-
scription, even though there are regional differences. The Nemet-
schek Group takes this additional marketing model into account
by offering customers the option of leasing software with or with-
out a maintenance contract in addition to the classic license
model. Nemetschek deliberately offers both options in order to
provide customers with the greatest possible flexibility. This busi-
ness model opens up new customers and markets and therefore
offers long-term growth opportunities. The stronger orientation
towards subscriptions also offers the opportunity to generate
more revenue per user. Particularly in the Manage and Media &
Entertainment segments, the Nemetschek Group is increasingly
reorganizing its product range.

Risks may arise if necessary technologies for new forms of distri-
bution, such as rental models, are in demand faster than expect-
ed and the appropriate solutions do not yet have the degree of
market maturity that customers expect. Nemetschek counters
this risk by quickly adapting and intensifying its development
activities. In particular, Nemetschek carefully evaluates its sub-
scription offers. Financial models are used to explore “what-if
scenarios,” which simulate the decision-making process taking
into account a wide range of influencing factors.

Products and technology

There is a fundamental risk that competitors will gain an innova-
tive edge and win Nemetschek customers. Future business suc-
cess therefore depends above all on the ability to offer innovative
products that are tailored to customers’ needs. Thanks to its
organizational structure of 16 entrepreneurially managed brands
within four segments, the Nemetschek Group is positioned close
to its customers and markets. This enables changes and trends
to be identified, evaluated and implemented at an early stage. Flat
hierarchies, a strong network of decision-makers in the company
and cross-functional teams make it easier to assess opportunities
promptly and accurately. Last but not least, in order to further
advance digitalization, about a quarter of Group revenue is regu-
larly invested in research and development. The Nemetschek
Group can only maintain and extend its lead over competitors by
continually optimizing its product range. Nemetschek sees good
opportunities for future profitable growth resulting from its cus-
tomer proximity and innovative solutions.

Potential risks exist in the development of software products that
do not adequately meet customer needs or internal quality stan-
dards.

The software products of the brand companies sometimes incor-
porate third-party technology. The loss of or poor quality of the
technology could lead to delays in the delivery of the Company’s
own software and to increased expenses for the procurement of
replacement technology or for quality improvement. The brand
companies take this risk into account by carefully selecting sup-
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pliers and ensuring adequate quality assurance. Another
third-party supplier example is that they may migrate from
on-premise solutions to cloud solutions. This may mean that the
brands have to adapt their solutions accordingly. Risks could
arise if the development of migration to the cloud is slower than
the third-party migration.

Process risks

The Nemetschek Group’s core processes of software develop-
ment, marketing and organization are subject to constant review
and improvement by the management of the respective seg-
ments. The performance and target orientation of these process-
es are reviewed and optimized as part of strategic and operation-
al planning. Nevertheless, there could be fundamental risks that
the required and planned process results may not meet customer
requirements in terms of time and quality due to insufficient
resources or changes in general conditions.

Further risk potential exists in the realignment of the product lines.
For example, migration from a product that has been on the mar-
ket for a long time to a new solution could entail the risk of losing
customers, even if the migration were to take place within the
Group. In such cases, the Nemetschek Group ensures that com-
munication between the brands is strengthened and that the
advantages of the migration are explained to customers through
comprehensive communication.

The use of licenses by third parties for brands that are not used in
compliance could also have consequences.

Furthermore, there could be cyberattacks on the respective
brands, i.e. targeted attacks on specific infrastructures of import-
ant computer networks. As a result, business or private confiden-
tial data or information could be leaked. In the worst case scenar-
io, entire systems could fail. The Nemetschek Group has
implemented appropriate measures to protect against these risks
and ensure data security.

Human resources

If management employees or other qualified employees were to
leave the Nemetschek Group and no suitable replacement could
be found, this could have a negative effect on business develop-
ment. This is particularly significant if it also results in a loss of
expertise. In addition, the general shortage of skilled workers
worldwide is also a major challenge for the Nemetschek Group.
The respective brands are in competition with large software
players worldwide, so it has become increasingly difficult to
recruit qualified personnel in recent years. To gain and retain
employees, the brands offer flexible working models as well as
attractive salaries. The Nemetschek Group also works very close-
ly with universities, provides scholarships and awards doctoral
positions to attract young specialists.



Acquisition and integration

Acquisitions are an integral part of the corporate strategy. The
Nemetschek Group uses acquisitions to expand its solution port-
folio, gain access to new technologies and/or regional markets
and thus close gaps in the value chain. New customer groups are
also reached and market shares are gained that are considered
relevant and promising for the future. The Group invests in start-
ups to gain access to innovative technologies.

In order to make the best possible use of acquisition opportuni-
ties, employees of the M&A and Business Intelligence depart-
ments continually screen the markets for suitable candidates. At
the same time, Nemetschek works together with M&A consul-
tants. Furthermore, the brands themselves contribute their knowl-
edge and market observations to a professional M&A process.
Acquisitions are carefully and systematically reviewed and
planned before signing a contract. There is an established stan-
dardized process for M&A with a special focus on due diligence
and post-merger integration.

The structure of the Nemetschek Group with its independent
brands is a major advantage in winning the bidding process.
Experience has shown that company founders prefer to belong to
an international group while maintaining their identity and a high
degree of operational independence. This group structure offers
excellent opportunities to acquire attractive companies. At the
same time, there is the entrepreneurial risk that the acquired
company will not develop economically as expected and will not
achieve the revenue and earnings targets pursued upon its acqui-
sition. After an acquisition, companies will therefore be integrated
quickly into the Nemetschek Group’s reporting, controlling and
risk management system.

Goodwill is subject to an annual impairment test. There was no
need for write-downs in the 2019 financial year. However, future
write-downs cannot be ruled out.

In summary, this means:

Probability of
Risk category occurrence Severity
Corporate strategy low low
Sales and marketing low low
Products and technology low medium
Process risks low low
Human resources medium medium
Acquisition and integration low medium

Probability of
Opportunity category occurrence Severity
Corporate strategy medium medium
Sales and marketing medium medium
Products and technology medium medium
Process risks low low
Human resources medium medium
Acquisition and integration high high

Legal, tax and compliance risks

Tax risks

With its subsidiaries worldwide, the Nemetschek Group is subject
to local tax laws and regulations. Changes to these regulations
could lead to higher tax expenses and higher cash outflows. Fur-
thermore, changes would affect the deferred tax assets and liabil-
ities recognized. However, it is also possible that changes in tax
regulations could have a positive effect on the Nemetschek
Group’s earnings situation. In the USA, for example, Nemetschek
benefits from a lower tax rate resulting from the tax reform intro-
duced in 2017.

Compliance and governance risks

The regulatory environment of Nemetschek SE, which is listed on
the German MDAX and TecDAX, is complex and has a high level
of regulation. A possible violation of the regulations could have
negative effects on the net assets, financial position and results of
operations, the share price and the company’s reputation.

To a small extent, customers of the Nemetschek Group include
governments or publicly owned companies. Business activity in
the construction industry is partly characterized by orders with
larger volumes. Cases of corruption or even allegations of corrup-
tion could make it more difficult to participate in public tenders
and could have negative effects on further economic activity, the
assets, financial and earnings position, the share price and repu-
tation of the Group. With its Code of Conduct, Nemetschek has
therefore set up a binding anti-corruption program for all employ-
ees. Compliance and corporate responsibility have always been
important components of the Nemetschek Group’s corporate



culture. In order to communicate the subject sustainably and
across the Group, a modern training tool is used so that employ-
ees can recognize potentially critical situations and react to them
correctly.

Security, compliance, data retention and security requirements
are becoming increasingly stringent, which is associated with ris-
ing product development costs and, if not met in a timely manner,
could also slow down revenue growth. The Nemetschek Group is
addressing this issue and, on the holding level, is continuously
advising the respective brand companies.

Legal risks

In an internationally active company such as the Nemetschek
Group, risks may arise from contractual, competitive, trademark
and patent laws. With this in mind, provisions are made in the
balance sheet in accordance with the accounting regulations.
The Nemetschek Group limits such risks via legal audits by the
legal department and external legal advisors.

In the software industry, developments are increasingly protected
by patents. Patent activities mainly concern the American market,
although using patents to protect software is also steadily rising
in other markets. The infringement of patents could have a nega-
tive impact on the net assets, financial position, results of opera-
tions, share price and reputation of the Group.

In sales, the Nemetschek Group works not only with its own sales
force, but also with external dealers and cooperation partners.
The same applies to external marketing agencies. Sales and mar-
keting partners could either not fulfill their contracts with Nemet-
schek at all or could fulfill them on unacceptable terms, or could
renew them. Sales or marketing agreements could also be termi-
nated, which could lead to legal disputes and thus have a nega-
tive impact on the business activities, financial position and results
of operations.

Legal risks can also arise in the areas of employment and tenancy
law, for example if employees are dismissed or brands terminate,
extend or renew tenancy agreements.

In summary, this means:

Probability of
Risk category materialization Severity
Tax risks low low
Compliance and
governance risks low low
Legal risks medium low
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Financial risks

With high financial liabilities, there is always a liquidity risk in the
event of a deterioration in the earnings situation. At the end of
2019, the Nemetschek Group had liabilities to banks of around
EUR 188 million (previous year: around EUR 130 million). Howev-
er, the Group generated positive cash flows, which will allow it to
continue investing in organic growth and acquisitions in the
future. Nemetschek SE ensures the availability of decentralized
financial resources via central cash pooling. As a matter of princi-
ple, the Group pursues conservative and risk-avoiding financing
strategies.

Currency risks

As an internationally active company, the Nemetschek Group is
exposed to exchange rate fluctuations, especially in the United
States, Japan, the United Kingdom, Norway, Sweden, Hungary
and Switzerland. The further internationalization of the Group’s
activities will increase the significance of exchange rate fluctua-
tions for the Group’s business activities. These risks are to be
excluded or limited by concluding hedging transactions. Curren-
cy fluctuations only have a limited effect at Group level, as the
operating subsidies outside the eurozone generate most of their
revenues, costs and expenses in their local currencies (natural
hedging). Nevertheless, currency fluctuations in one of the coun-
tries can have consequences, particularly in terms of sales and
pricing, which can affect the revenue and earnings situation of
individual brands. In 2019, the development of the US dollar
against the euro led to positive currency effects on revenue and
EBITDA.

Due to the uncertainty surrounding the further development of
Brexit, currency fluctuations of the British pound could also be a
consequence here.

Default risks and management

Default risks are managed by handling credit approvals, setting
upper limits and control procedures, and regular debt reminder
cycles.

The company does not expect any bad debts from business part-
ners who have been granted a high credit rating. The Nemet-
schek Group has no significant concentration of credit risks with
any single customer or group of customers. From today’s per-
spective, the maximum risk of default is determined by the
amounts shown in the balance sheet.

The Nemetschek Group only concludes business with credit-
worthy third parties. Customers who wish to conclude material
transactions with the company on credit terms are subjected to a
credit assessment if materiality limits are exceeded. In addition,
receivables are continually monitored so that the company is not
exposed to any significant default risk. If default risks are identi-
fied, appropriate provisions are made in the balance sheet.



From today’s perspective, there is no significant concentration of
default risks in the Group. In the case of Nemetschek’s other
financial assets such as cash and cash equivalents, the maximum
credit risk in the event of counterparty default corresponds to the
carrying amount of these instruments.

Interest risk
Due to the Nemetschek Group’s current financing structure, the
management does not see any significant interest rate risk.

In summary, this means:

Probability of

Risk category materialization Severity
Currency risks high medium
Default risk and

risk management low low
Interest risk very low very low

Summary assessment of the Group’s opportunity and risk
situation

Overall, Nemetschek is satisfied that the risks identified do not
pose a threat to the continued existence of the Group, neither
individually nor as a whole. Compared with the previous year,
there were no material changes in 2019 in the overall risk position
or the individual risks described. The Executive Board is con-
vinced that the risks are limited and manageable. The financial
basis of the company remains solid. At 40.7%, the Group equity
ratio is still at a high level and the liquidity situation is sufficient.
The Nemetschek Group plans to participate more strongly in the
opportunities described above, to take advantage of market
opportunities and to further expand its market position in the
coming years.
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Macroeconomic conditions

Due to its activities around the world, Nemetschek is in a position
where global economic development has an influence on its
future results of operations, financial position, and net assets. In
its last Annual Report for 2019/2020, the German Council of
Economic Experts still expected growth to remain stable at 2.6%
for 2020, but did not expect any noticeable revival of the global
economy, especially given that the high risks and uncertainties —
such as an escalation of global trade conflicts — are still present.

However, the outbreak of the coronavirus (Covid-19) in China and
the subsequent spread of the disease to numerous other coun-
tries significantly changed the global economic situation during
the first quarter. Due to the worldwide spread of the coronavirus
(Covid-19), there is currently a steadily increasing degree of
uncertainty regarding the development of the global economy.
The OECD is expecting a negative effect on global economic
growth of 0.5 percentage points as early as the beginning of
March 2020, although different regions will be affected differently.
It can be assumed that, as the crisis progresses, further reas-
sessments of economic development will continue to be made at
both the global and regional level.

In Europe, in addition to the massive restrictions imposed by
Covid-19, the possible effects of the UK’s withdrawal from the EU
are unsettling. Despite a slowdown in economic growth, the
unemployment rate is expected to drop once again.

The weakening economic momentum in the United States is like-
ly to continue in 2020. As well as the trade measures that have
been in place since January 2018, the reasons cited include low-
er exports, weaker investment development and declining private
consumption. The corporate tax reform and the US government’s
fiscal stimuli are having an opposite effect.

Japan’s economic outlook is clouded by ongoing trade disputes,
declining public investment and weaker public consumption. In
addition, private consumption is also likely to lose further momen-
tum as a result of the increase in value added tax in October
2019, but there could be improvements in foreign trade. With the
planned conclusion of the Regional Comprehensive Economic
Partnership, comprising 15 states, another strong free trade ini-
tiative is to come into effect in 2020.

At the beginning of the year, the German Council of Economic
Experts expected emerging markets to continue their strong growth
momentum. For the first time, it was assumed that India and not
China would make the largest contribution to growth. However, it
should also be noted that the negative consequences of the global
Covid-19 pandemic have not yet been taken into account. In partic-
ular, a more intensive weakening of the Chinese economy due to
Covid-19 could have a strong negative impact on global growth.

Sources: Annual Report 2019/2020 German Council of Economic Experts; GTAI — Wirtschaftsausblick
Japan (November 2019); Estimates by the OECD.
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Construction industry

In their latest estimate, the experts from Euroconstruct expected
the construction industry in Europe to continue its growth trend in
the coming years, although the individual countries would devel-
op differently.

The major economies, in particular, are facing various challenges.
While a moderate growth in construction volume of 0.4% was still
expected for France, Euroconstruct forecasted a decline in con-
struction output of 0.6% for Germany in 2020. The outlook for the
UK was more positive, with an increase of 1.4%. Declining invest-
ment in commercial construction, rising construction prices and
the uncertainties surrounding Brexit are being offset by positive
impetus from a number of major projects in British civil engineer-
ing and residential construction. The highest growth rates in
Europe were forecast for Ireland (+6.3%), Hungary (+5.4%) and
Poland (+4.2%). In addition to Germany, the experts also expect-
ed construction output to decline in Switzerland, Sweden and
Finland in 2020. In total, construction volume is expected to
increase by 1.1% in the member countries of the Euroconstruct
network in 2020. However, all forecasts were issued before the
outbreak of the global Covid-19 pandemic, the impact of which
on construction activity in the individual countries remains to be
seen.

Experts from the FMI industry association expect the US con-
struction industry to grow again after its recent stagnation.
According to this, construction expenditure is set to increase by
1.4%in 2020. In particular, infrastructure was expected to rise
(+5.2%). Residential construction is also likely to recover from the
recent negative growth figures and make moderate gains. Con-
tinued moderate growth was forecast for commercial construc-
tion. These estimates also did not take into account the possible
effects of the Covid-19 crisis.

In Japan, positive construction activity is expected to continue.
One indicator of this is domestic building applications, which are
at their highest level in twenty years at the end of 2019. In addi-
tion to modernization projects, these include, in particular, the
construction of new hotels and commercial complexes. A moder-
ate increase in public-sector construction spending is also
planned for 2020. But by contrast, a decline is expected in resi-
dential construction. Overall, the Japanese Research Institute of
Construction and Economy (RICE) is anticipating an increase in
construction volume of 0.8%.

Sources: GTAI - Japans Baukonjunktur soll sich fortsetzen-September 2019; RICE Japan — CON-
STRUCTION INVESTMENT - Sept. 2019; Euroconstruct Summary Report Warsaw Nov. 2019;

ifo_Bauwesen_Euro_2019; GTAI - Branchencheck — USA — Dezember 2019; 2020 FMI Overview;
GTAI - Branche kompakt — USA — Nov. 2019.



Digitalization in construction

As explained under item 3.1, key figures for the construction
industry are just one of several indicators for the future develop-
ment of the Nemetschek Group’s markets. In addition to the over-
all positive impetus from the construction industry, the sec-
tor-specific growth drivers remained intact at the beginning of
2020. The Nemetschek Group operates in markets with great
growth potential, as the level of digitalization and the associated
IT expenditure in the construction industry is far below other
industries. Digitalization in the AEC industry is essentially deter-
mined by the use of the BIM digital working method. In countries
such as the USA, Singapore, Scandinavia or the UK, there are
already BIM regulations that prescribe the use of BIM software in
state-funded construction projects. Other countries in the EU and
Asia will adapt these regulations. Last but not least, BIM will also
play an increasingly important role in private residential construc-
tion, which should further boost growth in this market.

Company expectations

The Nemetschek Group will continue its business policy geared
toward sustainable and profitable growth and will invest in further
internationalization and the development of new-generation
solutions. It will also continue to drive forward its strategic initia-
tives within the four segments.

Internationalization

As a company that is globally active in the AEC industry, the
Nemetschek Group is focusing on those markets that currently
offer the greatest potential and which have already made BIM
mandatory or are in the process of establishing BIM standards. In
addition to the European markets, the Nemetschek Group focus-
es on regions in Asia, such as Japan, as well as on the USA. The
USA is the world’s largest single market for AEC software, and
now also represents a key sales market for the Nemetschek
Group. The Group has achieved above-average growth in this
highly competitive market. The US market will thus continue to be
a key sales market for the Nemetschek Group.

Internationalization therefore remains a major growth driver for the
Nemetschek Group. The brands in the USA and Europe mutually
stimulate each other in their expansion.

New-generation solutions and sales approach

The new Executive Board and governance structure meant that the
focus on the four segments was strengthened as of 2019. This is
the first time that there has been an assigned Executive Board
member or Segment Manager for each of the four segments who
works closely with the brands within the segment. This approach
reflects the strategic target of better combining the brand compa-
nies’ expertise within the customer-oriented segments, leveraging
synergies and developing segment strategies for the respective
customer groups along with more general approaches.

The aim is to use innovative solutions to make the workflow in the
construction process more efficient, to target new customer seg-
ments, to support the cooperation of the brand companies in their
international growth strategies and to share best practices within
the Group.

As a result of the sharp rise in investment in the infrastructure sector
worldwide, the Nemetschek Group plans to increasingly focus on
the infrastructure market — particularly bridge and tunnel construc-
tion — in addition to the building market.

The brands of the Nemetschek Group will continue to offer their
customers a high degree of flexibility when purchasing software,
offering a license model including the option of a service contract as
well as a rental model (subscription or Software as a Service). Rent-
al models particularly enable Nemetschek to tap into new customer
groups, as customers can use the software flexibly and without a
one-off license fee.

Development - organic and inorganic

The organic development of the Nemetschek Group will continue
to be supplemented by value-adding acquisitions. The aim here is
to close gaps in the Group portfolio and thus to extend and round
off the technological expertise in the workflow of construction
processes. A further goal of acquisitions is to increase the
Nemetschek Group’s market shares in international markets.

Thanks to high cash flows and a solid balance sheet, the
Nemetschek Group has the financial resources to finance the
planned future growth organically and inorganically through
acquisitions, cooperations and partnerships. As in the past,
acquisitions can also be financed from current cash flow, the
liquidity portfolio and by borrowing.

Investments and liquidity

As in previous years, operating cash flow in 2020 should increase
Group liquidity and provide sufficient scope for planned invest-
ments in development, sales and marketing by the individual seg-
ments.

Important cost items at the Nemetschek Group include personnel
expenses and other operating expenses. The Nemetschek Group
will continue to recruit additional experts worldwide in a targeted
manner in 2020 and therefore expects a sustained moderate
increase in personnel expenses. Other operating expenses,
including mainly selling expenses, will also tend to rise in 2020 in
view of the planned further international expansion.

Dividends

The shareholder-friendly dividend policy of Nemetschek SE based
on continuity is to be continued in the coming years. The compa-
ny plans to continue allowing its shareholders to participate
appropriately in its economic success in the future, always taking
into account the overall economic development and the econom-
ic and financial situation of the company.



General statement on the expected development

Guidance for the Nemetschek Group

With the long-term intact growth trends in the relevant markets in
mind and the strong positioning of the company in many coun-
tries with great catch-up potential in the field of digitalization, the
Executive Board continues to take a fundamentally positive view
of the future even in the currently very uncertain environment due
to the worldwide Covid-19 pandemic. The possible direct and
indirect effects of Covid-19 on the business activities of the
Nemetschek Group cannot currently be reliably estimated in
terms of the extent, duration and geographical spread. Neverthe-
less, the first two months of 2020 went according to plan.

Due to the significantly increasing share of recurring revenues
from service contracts and subscriptions, which now account for
54% of group revenues, Nemetschek has a higher degree of
planning security than in previous crises such as the so-called
financial crisis of 2008/2009. In addition, the international posi-
tioning of the group and the targeting of different customer groups
across the four segments offer a broader risk diversification than
in the past. Added to this is the very solid financial structure of the
Nemetschek Group with an equity ratio of around 41% and high
cash generation.

In general, it should be noted that the development of the
exchange rates that are relevant to the Nemetschek Group influ-
ences the revenue and earnings development of the Group and
can therefore also have an impact on the outlook. Key foreign
currencies are in particular the US dollar and the Hungarian forint.

Irrespective of the strategic advantages, the expectations of the
Executive Board for the year 2020 take into account the excep-
tional global situation with the necessary caution: Taking into
account exchange rate fluctuations and the sharp increase in
macroeconomic uncertainties, the Executive Board is currently
assuming at least a stable development or a slight increase in
Group revenues. The EBITDA margin is expected to exceed 26%
of Group revenue in 2020.

These forecasts are subject to the express proviso that the global
economic and industry-specific conditions do not deteriorate sig-
nificantly, particularly as a result of the consequences of the
Covid-19 pandemic. The Executive Board will closely monitor the
further impact of the Corona pandemic and its consequences on
the economy and the business model of the Nemetschek Group.
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Notes on the outlook

This Management Report contains forward-looking statements
and information — i.e. statements about future events. These for-
ward-looking statements can be identified by formulations such
as “expect,” “intend,” “plan,” “estimate” or similar. Such for-
ward-looking statements are based on current expectations and
certain assumptions. They therefore involve a number of risks and
uncertainties. Various factors, many of which are outside the con-
trol of the Nemetschek Group, could influence the business activ-
ities, success, business strategy and results of the Nemetschek
Group. This may cause the actual results, successes and perfor-
mance of the Nemetschek Group to differ substantially from the
results, successes or performance expressly or implicitly con-
tained in the forward-looking statements.



7 Other Disclosures,
Remuneration Report

7.1 Report on Corporate Management
and Corporate Governance Declaration

Declaration of Conformity in accordance with § 161 of the
German Stock Corporation Act (AktG)

In accordance with § 161 of the German Stock Corporation Act
(AktG), the executive board and supervisory board of Nemet-
schek SE declare that the recommendations of the “Government
Commission of the German Corporate Governance Code,” ver-
sion dated February 7, 2017, with the resolutions resulting from
the plenary session of February 7, 2017, published in the official
part of the Federal Gazette on April 24, 2017, (hereinafter “Code”),
have been and are being met with the following exceptions:

» The D&O insurance does not include excess insurance for
supervisory board members (Code Item 3.8 Clause 3). Nemet-
schek SE does not believe that excess insurance would
increase the motivation and sense of responsibility of the mem-
bers of the supervisory board.

» For the specification of executive board remuneration, the
supervisory board made no vertical comparison of remunera-
tion at the level of Nemetschek SE, as recommended by Code
ltem 4.2.2 Clause 2. As a holding company, Nemetschek SE
does not offer any appropriate standards of comparison for
either upper management circles or staff as a whole. Neverthe-
less, the supervisory board — as in the past — used the remu-
nerations of the heads of the most important product organiza-
tions as a standard of comparison on which to base its
remuneration decisions.

» The variable short-term incentive plan does stipulate upper lim-
its, which however are not always expressed as a fixed amount
but as a percentage of a fixed amount. Ultimately, the execu-
tive board employment contracts do not stipulate upper limits
in terms of amount for the total remuneration (Code Iltem 4.2.3
Clause 2). Nemetschek SE is not of the opinion that this is
required in the case of the existing remuneration system. If the
amount of variable incentive plans is limited, this also applies
for the total remuneration to be achieved.

» Neither an age limit for members of the executive board and
the supervisory board nor a defined limit for the duration of the
term of office on the supervisory board have been specified
explicitly and are not currently planned (Code Items 5.1.2
Clause 2 and 5.4.1 Clause 2). Such an age limit or defined
limit for the duration of the term of office on the supervisory
board would generally restrict the company in its selection of
suitable members of the executive board and the supervisory

board. With regard to the composition of the executive board,
supervisory board and further management circles, the individ-
ual’s experience, skills and knowledge are of primary impor-
tance to the company (Code ltems 4.1.5, 5.1.2 Clause 1 and
5.4.1 Clause 2). In contrast, the supervisory board and, with
reference to Code ltem 4.1.5, the executive board regard
diversity criteria as less important, even if these are expressly
welcomed.

» The Code’s recommendation on the creation of qualified com-
mittees of the supervisory board is not followed (Code Item
5.3) as the supervisory board only has four members at pres-
ent. The tasks for which the Code recommends the formation
of such committees are all performed by the supervisory board
of Nemetschek SE.

The declaration of compliance in accordance with section 161 of
the German Stock Corporation Act is published on the website
www.nemetschek.com.

Corporate governance practices going beyond the legal
requirements

Nemetschek’s aim is to be perceived worldwide as a responsible
company with high ethical and legal standards.

The Nemetschek Group’s unique corporate culture forms the
basis for its actions. This is reflected in the fair and respectful
treatment of employees and third parties and is characterized by
motivation, open communication, reliability, trustworthiness and
the conservation of natural resources.

These principles are summarized in the Nemetschek Group’s
Code of Conduct. The Code of Conduct is binding for all employ-
ees, regardless of their function or position in the Group. Only by
continually reflecting on these values and integrating them into
daily activities can the Group show a clear commitment to its
corporate culture and ensure its long-term business success. The
Code of Conduct is available on the company website. For further
information on this issue, see the non-financial statement in
chapter 2.

For information on corporate management and governance,
please also refer to Section 1.3 in the combined management
report of Nemetschek SE and the Group.

Working practices of the Executive Board and the Supervi-
sory Board

The composition of the Executive Board and Supervisory Board
can be found on the website. The Executive Board has not
formed any committees. The working practices of the Executive
Board are regulated in the Rules of Procedure for the Executive
Board. The allocation of responsibilities within the Executive
Board is set out in a schedule of responsibilities.



The composition of the Supervisory Board is regulated in the Arti-
cles of Incorporation, which are published on the website of
Nemetschek SE. The Supervisory Board currently consists of four
members and has not formed any committees at present. The
working practices of the Supervisory Board are regulated in the
Rules of Procedure.

With regard to the working practices of the Executive Board and
the Supervisory Board, please refer to the corporate governance
report in the annual report and to the report of the Supervisory
Board.

Target for the proportion of women, Section 76 (4), Section
111 (5) of the AktG

In accordance with Section 111 (5) of the AktG, the Supervisory
Board must regularly set targets for the proportion of women on
the Supervisory Board and Executive Board. Pursuant to Section
76 (4) of the AktG, the Executive Board must set a target for the
proportion of women at management levels lower than the Exec-
utive Board.

By resolution of March 20, 2019, the Supervisory Board set a
target figure of at least 0% for the Supervisory Board and Execu-
tive Board for the period until December 31, 2021 as the compo-
sition of the Supervisory Board and Executive Board of the Com-
pany primarily depends on the experience, skills and knowledge
of the individual.

Nevertheless, in the event of vacancies on the Supervisory Board
or Executive Board, the Supervisory Board will of course also
take women into consideration when looking for candidates.

By resolution of March 20, 2019, the Executive Board set a target
of at least 25% for the first management level for the period until
December 31, 2021.

OTHER DISCLOSURES, REMUNERATION REPORT

7.2 Explanatory Report of the Executive
Board on Disclosures Pursuant to
Sections 289a and 315a of the HGB

(1) Composition of subscribed capital

As of December 31, 2019, the share capital of Nemetschek SE
amounts to EUR 115,500,000.00 and is divided into 115,500,000
no-par bearer shares.

(2) Restrictions on voting rights or the transfer of shares
There were no restrictions relating to voting rights or the transfer
of shares.

(3) Interests in capital exceeding 10% of the voting rights
The direct and indirect interests in the subscribed capital (share-
holder structure), that exceed 10% of the voting rights are shown
in the notes to the annual financial statements and the notes to
the consolidated financial statements of Nemetschek SE.

(4) Shares with special rights granting control
There were no shares with special rights granting control.

(5) Type of control of voting rights if employees hold an
interest in the capital and do not directly exercise their
control rights

There were no controls on voting rights for employees holding an
interest in the capital.

(6) Statutory provisions and regulations in the Articles of
Association on the appointment and dismissal of members
of the Executive Board and amendments to the Articles of
Association

Sections 84 and 85 of the AktG in conjunction with Section 8 of
the Articles of Incorporation of Nemetschek SE regulate the
appointment and dismissal of Executive Board members. Under
the provisions of these sections, Executive Board members are
appointed by the Supervisory Board for a term not exceeding five
years. The appointment may be renewed or the term of office
may be extended, provided that the term of each such renewal or
extension shall not exceed five years.

Section 179 of the AktG in conjunction with Sections 14 and 19
of the Articles of Incorporation of Nemetschek SE applies to
amendments to the Articles of Incorporation. According to this
provision, amendments to the Articles of Incorporation are gener-
ally decided by the Annual General Meeting with a two-thirds
majority of the votes. If at least half of the share capital is repre-
sented, a simple majority of the votes cast is sufficient. If the law
also requires a majority of the share capital represented at the
Annual General Meeting to pass resolutions, a simple majority of
the share capital represented at the time of the resolution is suffi-
cient, to the extent permitted by law. In accordance with Section
14 of Nemetschek SE’s Articles of Incorporation, the Supervisory



Board is authorized to decide on amendments to the Articles of
Incorporation that affect only its wording.

(7) Powers of the Executive Board to issue or redeem
shares

In accordance with Section 71 (1) No. 8 of the AktG, the Compa-
ny requires a special authorization from the Annual General Meet-
ing to acquire and use its treasury shares, unless expressly per-
mitted by law. At the Annual General Meeting on May 28, 2019,
an authorizing resolution accordingly proposed and approved by
the shareholders.

In accordance with the resolution adopted under agenda item 7
by the Annual General Meeting of May 28, 2019, the authorization
is valid as follows:

“7.1 The Company is authorized to acquire up to 11,550,000
treasury shares, i.e. 10% of the Company’s share capital, in full or
in part, on one or more occasions until May 28, 2024 in accor-
dance with the following provisions. At no time may the shares
acquired on the basis of this authorization, together with other
shares of the Company that the Company has already acquired
and still holds or which are attributable to it in accordance with
Sections 71a et seq. of the German Stock Corporation Act,
exceed 10% of the Company’s share capital. The authorization
may not be used for the purposes of trading in treasury shares.

This authorization replaces the authorization to acquire treasury
shares adopted by the Annual General Meeting of Nemetschek
Aktiengesellschaft on May 20, 2015 under agenda item 7, which
is hereby canceled to the extent that it was not exercised.

7.2 The Executive Board is free to choose whether to purchase
the shares on the stock exchange, by means of a public purchase
offer extended to all of the company’s shareholders.

a) If purchased on the stock exchange, the purchase price of a
Nemetschek share (excluding incidental acquisition costs) may
not exceed or fall below the average closing price of the share by
more than 10% on an electronic trading system (Xetra — or a func-
tionally comparable successor system replacing the Xetra sys-
tem) over the last five trading days prior to the obligation to
acquire.

b) If a public purchase offer is made, the purchase price of the
Nemetschek share (excluding incidental acquisition costs) may
not exceed or fall below the average closing price on the Xetra
exchange by more than 10% over the five trading days prior to
the publication of the purchase offer. If the total number of shares
tendered exceeds the volume of the offer, subscription shall be in
proportion to the shares offered in each case. Preferential sub-
scription to small numbers of shares may be allowed, up to a
maximum of 100 shares in the Company offered for sale per
Company shareholder.

7.3 The Executive Board is authorized to use the treasury shares
acquired pursuant to this authorization for any legally permitted
purpose, in particular also for the following purposes:

a) With authorization by the Supervisory Board, the shares may
be offered to third parties as consideration for the acquisition of
companies, investments in companies or parts of companies.

b) With authorization by the Supervisory Board, the shares may
be redeemed without the redemption or the implementation of
the redemption requiring a further resolution of the Annual Gener-
al Meeting. The redemption leads to a reduction in capital. The
Executive Board may alternatively decide that the share capital
shall remain unchanged upon redemption and instead the pro-
portion of the remaining shares in the share capital shall be
increased by the redemption in accordance with Section 8 (3)
AktG. In this case, the Executive Board is authorized to adjust the
number of shares stated in the Articles of Incorporation.

7.4 The subscription right of the shareholders’ to these treasury
shares is excluded to the extent that they are used in accordance
with the above mentioned authorization under item 7.3 letter a) of
the agenda.

7.5 This resolution is subject to the condition precedent that the
entry of the implementation of the capital increase pursuant to
item 6 of the agenda be entered in the commercial register of the
Company.”

The condition precedent specified in the resolution under item 7.5
was fulfilled on June 5, 2019 and the resolution of the General
Meeting of May 28, 2019 on agenda item 7 therefore took effect.

(8) Significant agreements of the Company subject to a
change of control following a takeover offer

There were no significant agreements of the Company subject to
a change of control following a takeover offer.

(9) Compensation agreements concluded by the Company
with members of the Executive Board or employees in the
event of a takeover offer

There were no compensation agreements concluded by the
Company with members of the Executive Board or employees in
the event of a takeover offer.
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7.3 Remuneration report
Supervisory Board
The Supervisory Board receives a fixed remuneration. The remu-

neration for the Supervisory Board is as follows:

REMUNERATION OF THE SUPERVISORY BOARD

2019 Thousands of € 2019 2018
Kurt Dobitsch 250 250
Prof. Georg Nemetschek 225 225
Rudiger Herzog 200 200
Bill Krouch 200 117

875 792

Executive Board

The remuneration for the Executive Board comprises a fixed
remuneration plus customary fringe benefits such as health and
long-term care insurance, use of company cars, and a variable,
performance-related remuneration. The variable remuneration
has a short-term and a long-term component.

The short-term performance-related (variable) remuneration
depends primarily on the achievement of corporate targets (reve-
nues, EBITA and earnings per share), which are agreed between
the Supervisory Board and the Executive Board at the beginning
of each financial year.

The long-term performance-related (variable) remuneration of the
Executive Board — also known as the Long-Term Incentive Plan
(LTIP) — depends on the achievement of defined corporate targets
for the development of revenue, the operating result (EBITA) and
earnings per share as well as predefined strategic project targets.
In each case, the period to be considered is three financial years.

The Executive Board’s participation in the LTIP is subject to a
corresponding nomination by the Supervisory Board at its annual
accounts meeting. As of December 31, 2019, Executive Board
members Patrik Heider and Viktor Varkonyi were nominated for
the LTIPs from 2016 to 2018, 2017 to 2019, and 2018 to 2020.
In the 2019 financial year, long-term variable components of EUR
859k (previous year: EUR 1,250k) were paid out. Sean Flaherty,
who left the Executive Board on December 31, 2018, was grant-
ed a compensation payment of EUR 350k to compensate for the
long-term variable remuneration he had previously earned. This
payment was made in 2019.



The following tables show the grants, inflows and pension
expenses granted to each individual member of the Nemetschek
SE Executive Board in accordance with the recommendations of
Section 4.2.5 (3) of the German Corporate Governance Code:

EXECUTIVE BOARD REMUNERATION - VALUE OF THE AMOUNTS GRANTED

Viktor Varkonyi Jon Elliott
2018 2019 2019 2019 2018 2019 2019 2019
Thousands of € Initial Value Initial Value Minimum Maximum Initial Value Initial Value Minimum Maximum
Fixed compensation 124 102 102 102 0 92 92 92
Fringe benefits 0 0 0 0 0 0 0 0
Total 124 102 102 102 92 92 92
One-year variable compensation 136 303 0 525 92 0 92
LTIP
2016 -2018 314 0 0 0 0 0 0 0
Multi-year variable LTIP
compensation 2017 -2019 168 209 0 314 0 0 0 0
LTIP
2018 - 2020 163 225 0 307 0 0 0 0
LTIP
2019 - 2021 0 246 0 353 0 163 0 229
Compensation of prior
year LTIPs 0 0 0 0 0 0 0 0
Total 895 1,085 102 1,601 0 347 92 412
Patrik Heider Sean Flaherty
2018 2019 2019 2019 2018 2019 2019 2019
Thousands of € Initial Value Initial Value Minimum Maximum Initial Value Initial Value Minimum Maximum
Fixed compensation 250 250 250 250 125 0 0 0
Fringe benefits 16 16 16 16 0 0 0 0
Total 266 266 266 266 125 0 0 0
One-year variable compensation 221 450 0 450 73
LTIP
2016 -2018 25 0 0 0 0 0 0 0
Multi-year variable LTIP
compensation 2017 -2019 168 209 0 314 0 0 0 0
LTIP
2018 - 2020 144 0 0 0 0 0 0 0
LTIP
2019 - 2021 0 0 0 0 0 0 0 0
Compensation of prior
year LTIPs 0 0 0 0 350 0 0 0
Total 824 659 266 764 548 0 0 0




EXECUTIVE BOARD REMUNERATION - CASH FLOW VIEW
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Viktor Varkonyi Jon Elliott
2019 2018 2019 2018
Thousands of € Initial Value Initial Value Initial Value Initial Value
Fixed compensation 102 124 92 0
Fringe benefits 0 0 0 0
Total 102 124 92 0
One-year variable compensation 136 136
Advance payment for one-year variable compensation 0 0 0 0
Multi-year variable LTIP
compensation 2015 -2017 0 416 0 0
LTIP
2016 -2018 573 0 0 0
LTIP
2017 - 2017 0 0 0 0
Compensation of prior year LTIPs 0
Total 811 676 92 0
Patrik Heider Sean Flaherty
2019 2018 2019 2018
Thousands of € Initial Value Initial Value Initial Value Initial Value
Fixed compensation 250 250 0 125
Fringe benefits 16 16 0 0
Total 266 266 0 125
One-year variable compensation 101 221 447 73
Advance payment for one-year variable compensation 120 0 0 0
Multi-year variable LTIP
compensation 2015 -2017 0 416 0 416
LTIP
2015 -2017 286 0 0 0
LTIP
2017 - 2019 0 0 0 0
Compensation of prior year LTIPs 0 350 0
Total 773 903 797 614

The total remuneration paid by Nemetschek SE for the Executive
Board for the 2019 financial year was EUR 2,357,000 (previous
year: EUR 2,267,000).

In addition to the remuneration paid by Nemetschek SE, Viktor
Varkonyi received a gross fixed salary of EUR 265,000 (previous
year: EUR 192,000) and a gross fringe benefit of EUR 14,000
(previous year: EUR 14,000) from Graphisoft SE. In the previous
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year, he received a gross amount of EUR 76k as performance-re-
lated short-term remuneration. Jon Elliott received a gross fixed
salary of EUR 304k, fringe benefits of EUR 50k and perfor-
mance-related remuneration of EUR 395k gross from Bluebeam,
Inc. Furthermore a variable remuneration of EUR 119k was gran-
ted for several years.

Jon Elliott



[









