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Key Indicators

consolidated (in millions of EUR)

Consolidated sales

EBITDA

Operating profit

Profit before tax

Profit for the year

Cash earnings

Return on equity

Operating margin

Return on capital employed

Total equity

Total assets

Equity ratio

Net debt (-)/Net liquidity (+)

Capital expenditures (CAPEX)

Depreciation and amortization

Employees

Earnings per share (in EUR)

Dividend per share (in EUR)

1 proposed

Please find the five year overview 2015 — 2019 at the end of the report.
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Strong Team —
Strong Performance

A strong industrial base in cartonboard packaging and
a strong team are significant factors of our long-term
success. Together with their teams, experienced manag-
ers stand for MM's solid performance — today and in the
future. We present some of them in this report.



Strong position

Our core competence is cartonboard packaging for
consumer staples. That is the long-term focus of
Our resources, pursuing an attractive, sustainable
business with manageable cyclicality.

No.1in folding carton
packaging in Europe

NO.1 in coated recycled T T
v fiber-based cartonboard [ J

worldwide

- 2 ) 8 O O customers

in over 10 O countries

1 7 ml].llon tons of

% cartonboard produced p.a.

@
Q1 ~10,000 785,000 o o
@@ employees worldwide tonnage processed

57 % share

core shareholder families

@ @ 52 production sites
@ in 2 O countries




Strong figures 2019

Good capacity utilization, profit growth
in both divisions and the integration of
the Tann-Group according to plan made
2019 another year of success.

ROCE

1549

return on capital employed

Earnings per share

9.49

in EUR

Capital expenditures

151.0

in millions of EUR

Group sales

2,044 4

in millions of EUR

Cash earnings

310.4

in millions of EUR

Operating margin

10.0 %



Attractive investment

Profitable growth over the long term in the
core business of cartonboard packaging is
our direction with a proven strategy.

Focus on
core business

Consistent
acquisition course

Market leader based on cost,
technology and innovation

leadership
Leading in consolidation
of the European cartonboard
packaging industry
Continuous
dividend policy .
International
growth with
strong customers .
g Long-term orientated
core shareholder
Sustainable

management



Dividend per share Market cap

in EUR 3 60

2,392

in millions of EUR (year-end 2019)
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Proven business structure

Both divisions, MM Karton and MM Packaging,
are independent profit centers which carry out
business transactions at market conditions.

Market:

Consumer goods producers
approx. 1 6 million tons
of fibers (p.a.)
(approx. 75 % recycled fibers)”

@

@
appIoX. 785,000 tons of

tonnage processed (p.a.)

®

approx. 17 million tons of
cartonboard produced (p.a.)

apPIOX. 20 1 ,OOO tons

of cartonboard from
MMK to MMP

apPIOX. 584,000 tons of

virgin and recycled fiber-based
cartonboard as well as paper
procured externally

Market:

Folding carton producers

U excl rejects

(Values 2019)



A balanced portiolio

MM
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Group sales

38% | I G2

Group operating profit

43% I -7

17.2% 14.2%
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SUSTAINABILITY

Circular economy —
an inherent part of
our business

Cartonboard is nature. Cartonboard becomes cartonboard
again. It is produced from the renewable raw materialwood
from sustainably managed forests or from recovered paper.
Cartonboard packaging materials meet all the requirements
of a functioning circular economy. In processing, we use
state-of-the-art high-performance technologies in order
to produce high-quality cartonboard and folding carton
products in a resource-friendly way.

Many
reasons for
cartonboard

Renewable
Recyclable
Biodegradable




Cellulose fibers
Can be recycled

2 5 times

Source: TU Darmstadt

Paper and cartonboard

85%

recycling rate
Source: Eurostat

Degradable in 2 months

EN 13432

@Al

ooOO

CO,

CO, capture
considerably extended

CO, footprint

326 kg

per ton of

processed cartonboard
Source: ProCarton

SUSTAINABILITY

Optimal recyclability

Cellulose fibers can be recycled more
than 25 times. Used paper and car-
tonboard packages have the highest
recycling rate of all packaging mate-
rials in the EU. They form the basis for
the production of the most environ-
mentally friendly packaging material,
recycled fiber-based cartonboard.

Rapid degradability

Of all packaging materials, carton-
board and paper degrade the fastest.

Excellent CO, balance

In the recycling process, the CO,
stored in the paper is prevented from
escaping into the atmosphere while
the fibers remain in the value added
chain.
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Our key to success,
the cohesion of
the MM team



it is with great pleasure that I report to you on the
ongoing success course of your Company. 2019
brings another record result with a dividend in-
crease in succession. The relentless implemen-
tation of industrial excellence in our facilities, the
permanent improvement of our product portfolio
and a consistent price policy create stability and
resilience even in a weaker economic environment.

Growth driver in the packaging division was the
integration of the Tann-Group, which was acquired
at the beginning of the year and implemented
quickly and according to plan. Technological prox-
imity and a shared customer base opened up an
attractive potential for the future, which we already
exploited successfully in the year of integration.

The cartonboard division is on a very positive path.
New products allow for gaining market shares,
while further improvements in the mills and declin-
ing costs result in a significant profit growth.

The current trend towards natural and recyclable
packaging makes the packaging solution carton-
board, with its sustainability and recyclability that
are in demand these days, increasingly attractive.
Accordingly, we are involved in many initiatives
undertaken by consumer goods producers and
retailers.

To sum up, your Company enters a new dec-

ade strengthened at a high level with a sound
industrial and financial base.

MAYR-MELNHOF KARTON AG, ANNUAL REPORT 2019

FOREWORD

After 30 years with MM, 25 of them on the Man-
agement Board and 18 years as its Chairman, this
is a moment of reflection and emotion for me per-
sonally, and the time to thank everyone who has
accompanied me. Over the past three decades, we
have built a company together that has created
truly sustainable profit growth under often very
challenging circumstances. Today, MM has
become a highly competitive market leader in
Europe and globally in many attractive markets.

The key to success for me lies in the cohesion
of our excellent MM team. The great passion,
commitment and responsibility of each individual,
through which the MM Group was able to grow to
its current format. I would like to sincerely thank
all our employees. The great driving force is our
entrepreneurial spirit.

I would also like to thank you, dear shareholders,
for the trust that you have placed in us over so
many years. Remain connected to us and continue
to accompany us on our long-term course.

Wilhelm Hérmanseder

Chairman of the Management Board
March 16, 2020
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Management Board

Andreas Blaschke
Member of the
Management Board
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4.' } Franz Hiesinger
‘i L)
; '# Member of the
Management Board

Wilhelm Hormanseder
Chairman of the
Management Board




Ambitious improvement
targets — the core of
our success

Thomas Gschwendtner
Managing Director Operations MM Karton

Convincing, sustainable cartonboard solutions and best
practice in their implementation are our most important
guiding principles when we invest in state-of-the-art
technological standards of our mills. This is how we ensure
continuous progress in efficiency and quality and, hence,
our long-term success in the market.

Thomas Gschwendtner had a remarkable career at MM, from Junior Controller
1o positions as Finance and Plant Manager in four countries as well as Head
of MMK Divisional Controlling to the overall operational responsibility for the
MM Karton division.









Advantage
through industrial
leadership

Gilinther Halmschlager
Managing Director Technology and Development MM Karton

By the industrial implemention of new processes and
products, we gain an advantage in the market and ensure
a competitive development of our plants. The intensified
specialization of our cartonboard machines allows for
highly efficient performance increases and an economical
use of resources, always with the aim of being the best

in business.

Gunther Halmschlager, with his many years of worldwide experience in plant
engineering for the paper industry and cartonboard production, is the driving
force behind the development of first-class products and highly efficient solu-
tions that can hold their own under challenging conditions.






Specilal expertise
for demanding
Industries

Béatrice Jacquet
Managing Director MMP Packetis (Pharma)
and MMP Premium

As a long-standing supplier to major pharmaceutical
customers, we draw on special industry expertise for
dedicated, safe solutions. We continuously improve our
efficiency and performance along the entire value added
chain, from raw materials to the end customer. Being
agile and one step ahead with innovative products and
processes is our approach to sustainably strengthening
our position in the demanding pharmaceutical pack-
aging business.

Béatrice Jacquet combines decades of international expertise in the
pharmaceutical and premium packaging business with global experience
in managing site networks.



Tann — a good
addition and
Integration

Gilles Michel
Director MMP Cigarette Packaging

By combining packaging and tipping paper, we have
created a unique one-stop shop in the graphic supply
chain for our highly demanding customers. Technological
proximity and a common customer base have enabled
the rapid integration of the Tann-Group and open up
interesting potential for the future. We were already

able to prove this in 2019.

Gilles Michel has worked for MM Packaging for decades. In addition to
managing global cigarette packaging sales, he also managed several
packaging sites before assuming the position of Director MMP Cigarette
Packaging in 2019.
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The difference
that counts

Harman Vorenkamp
Director Product Development MM Packaging

With technological and process solutions tailored precisely
to the customers’ needs, we create innovative and often
highly complex packaging solutions that are completely
different from conventional production processes. High
levels of creativity and speed create exclusive added value
that pays off for our customers as well as for MM Packaging.

Harman Vorenkamp combines commercial talent with years of experience as
a packaging printer and production manager in all printing technologies and
extensive practical experience in application technology: a broad spectrum
for innovative top performance that is also very demanding.



LOCATIONS

Global presence,
focus on Europe

Products from our European cartonboard mills
are sold worldwide. The business of individual
packaging sites particularly focuses on the
respective regional market due to the limited
economic delivery radius.

100 3 52 7 45 83 %

Sales in more Continents Production Cartonboard Packaging share of sales
than 100 countries sites mills sites in Europe

MM Karton MM Packaging
O Mills B Plants

A Sales offices A Sales offices
® FollaCell




Sales by 839
destination O/ Europe
00 . 00




DIVISIONS

MM Karton

Sustainable Board Solutions

Global leading producer MM Karton is the world's largest producer
of coated recycled fiber-based cartonboard with a significant European position
in virgin fiber-based cartonboard. Around 80 % of the production capacity of
more than 1.7 million tons are accounted for by recycled fiber-based carton-
board, while around 20 % are accounted for by virgin fiber-based cartonboard.

Sustainable demand The products of MM Karton are used primarily as raw
materials for the production of cartonboard packaging for consumer staples and are
characterized by high functionality and sustainability. The sales focus lies on food
packaging, packaging for household and hygiene products as well as pharmaceuticals.
MM Karton's main customers are folding carton producers of the highly fragmented
European folding carton industry. The European cartonboard market is primarily sup-
plied from Europe due to short-term product delivery to customers and transport costs.

Growth with high value added with an increasing share
of new products as well as progressive specialization and performance
enhancement, the aim is to continue to grow with high value added.
Digitalization and automation enable us to create differentiation through
significant progress in relation to speed and quality.

Tonnage produced by MM Karton Sales by destination®
(<o) (9] Lo ™ %
g'g g ;,g = & 64.9 % Western Europe
- - - - 21.8 % Eastern Europe
8.6 % Asia and MENA
= > S & = i 2.5 % The Americas
(a5 ™ @2 @2 ™
I I I I I 2.2 % Other
2015 2016 2017 2018 2019
B Recycled fiber-based board m Virgin fiber-based board Y incl interdivisional sales

in thousands of tons



MM Karton Key Indicators

(in millions of EUR)
Sales

EBITDA
Operating profit

Cash eamings
EBITDA margin
Operating margin

Cash earnings margin

Return on capital employed

DIVISIONS

2019 2018 +/-
1,078.3 1,062.2 +15%
162.2 141.7 +145%
110.5 96.4 +14.6 %
129.0 115.6 +11.6 %
15.0 % 13.3 %
10.2 % 9.1 %
12.0 % 10.9 %
17.2 % 15.9 %

Capital expenditures (CAPEX) 84.8 70.6 +20.1%
Depreciation and amortization 51.7 453 +14.1 %
Employees 2,601 +0.6 %
2019 2018 +/-
Tonnage sold (in thousands of tons) 1,705 1,663 +25%
Tonnage produced (in thousands of tons) 1,723 1,664 +35%
Recycled fiber-based board 1,313
Virgin fiber-based board ol
Capacity utilization 97 % 97 %

Divisional sales

1,078.3

in millions of EUR

Return on capital

Operating margin employed
10.2% 17.2%
ROCE

Leading European producers of coated board

Mayr-Melnhof Karton (AT

Metsé Board (FT

RDM (Careo & Cascades) (IT

Stora Enso (FI/SE

Iggesund Paperboard (Holmen Group) (SE

_— = = 2 =

capacity in thousands of tons

0 500 1,000 1,500
B Recycled fiber-based board m Virgin fiber-based board

Source: MM, excl GK, LPB (Stora Enso) and CNK from USA



DIVISIONS

MM Packaging

Shaping the World of Cartons

Leading folding carton producer M Packaging is the
leading producer of folding cartons in Europe and one of the largest
worldwide. In 2019, MM Packaging processed around 785,000 tons of
recycled and virgin fiber-based cartonboard as well as paper.

Volume business and highly specialized packaging services
The main sales area are cartonboard packages for consumer staples. With technologically
dedicated locations and broad market expertise, MM Packaging's business covers the
large volume market of fast-moving consumer goods (FMCG) as well as highly specialized
printing and packaging services for tobacco products, pharmaceuticals and personal care.
Due to transport costs and service requirements, our products are manufactured by an inter-
national network of locations close to the customer. In addition to its main market Europe,
MM Packaging has plants in the Middle East, the Americas and Asia. At around 80 %, the
major part of business is accounted for by large international customers.

Expansion course with strong customers M\ Packaging has therefore for
a long time been focusing on differentiation through highly efficient industrial production within
the European folding carton industry which is largely structured by trade businesses. Pursuing the
guiding principle of the “perfect factory”, the aim is to sustainably maintain market leadership based
on cost and technology leadership. Increasing automation and digitalization create new advantages
in the market and in production. Our expansion course continues to be characterized by providing
our customers with sustainable packaging solutions to support their growth on a more global scale.

Tonnage processed
by MM Packaging Sales by destination?

o & 5 © 3 ’ ) 48.6 % Western Europe
N ~ ~ ~ 55
33.0 % Eastern Europe
10.8 % Asia and MENA
, 6.9 % The Americas
0.7 % Other
2015 2016 2017 2018 2019

in thousands of tons U incl interdivisional sales



DIVISIONS

MM Packaging Key Indicators

(in millions of EUR) 2019 2018 +/-
Sales 1,578.0 1,384.2 +14.0 %
EBITDA 227.4 182.7 +245%
Operating profit 144.8 120.7 +20.0 %
Cash earnings 181.4 164.1 + 177 %
EBITDA margin 144 % 132 %

Operating margin 9.2 % 8.7 %

Cash earnings margin 115 % 11.1%

Return on capital employed 14.2 % 14.3 %

Capital expenditures (CAPEX) 53.8 +23.0%
Depreciation and amortization 62.0 +33.2%
Employees 7,498 6,944 +8.0%
2019 2018 +/-
Tonnage processed (in thousands of tons) 785 766 +25%

Return on capital

Divisional sales Operating margin employed
9 14.2¢
1,578.0 9.2% 2%
in millions of EUR ROCE

Leading board converters in Europe

Mayr-Melnhof Packaging (AT)
Graphic Packaging International (US)
AR Packaging (SE)

Van Genechten Packaging (BE)
Amcor (AU)

o

100 20

(=]

300 400 500 600 700

tonnage processed in thousands of tons

Source: MM






MM SHARES

MM Shares

In a trading year 2019 that was characterized by a remarkable upward trend on most stock exchanges,
particularly in the first and fourth quarters, the Mayr-Melnhof share was not able to fully keep pace with
the indices with a price performance of +8.7 %. After a price of EUR 110.00 on the last trading day of
2018 (December 28, 2018) and a dividend payout of EUR 3.20 per share, the year 2019 concluded with a
share price of EUR 119.60. On March 12, 2019, and on November 27, 2019, the share reached the annual
high of EUR 121.00.

Our ongoing investor relations activities focused on positioning the MM Group as a long-term-orien-
tated, profitable market leader in cartonboard packaging. In 2019, institutional and private investors also
found the MM Group's business model with dividend continuity as well as value-oriented and risk-
conscious growth highly attractive. The strong development in the cartonboard segment and the recent
acquisition of the Tann-Group were met with particular interest. We satisfy the information needs of
investors and interested members of the public on a regular basis, primarily via our website and in nu-
merous personal discussions. We value the constructive feedback from the dialog with capital market
participants as an enrichment on our future path. Analysts of international banks and brokerage houses
gave consistently positive recommendations in 2019 based on the business development and in light of
their ongoing assessment.

The share

The share of Mayr-Melnhof Karton AG has been listed on the Vienna Stock Exchange for 26 years. The
issue price on April 21, 1994 amounted to EUR 26.16. As the share has been listed in the ATX Prime for
many years, special additional requirements, such as stricter transparency criteria and minimum capi-
talization, are fulfilled.

The share capital of Mayr-Melnhof Karton AG amounts to EUR 80 million and is divided into 20 million
bearer shares. According to the principle of "one share — one vote", each share has the same voting
rights. Moreover, in the USA there is a Sponsored Level 1 American Depository Receipt (ADR) program
with the Bank of New York Mellon in which ADRs in US dollars are traded over the counter (OTC).

Stock markets 2019

The positive stock market performance in 2019 was fueled in particular by the positive consensus among
investors that the expansionary monetary policy of the European Central Bank and the US Federal Re-
serve is likely to continue for some time. This was to such an extent that several dampening factors such
as trade conflicts, lowered growth forecasts and a number of political uncertainties, ranging from Brexit
to ongoing crises in the Middle East and turbulence in several Latin American countries, ultimately failed
to make themselves felt.

MAYR-MELNHOF KARTON AG, ANNUAL REPORT 2019 33



MM SHARES

The price increases in 2019 were especially marked in the USA, where the Dow Jones Industrial (DJI)
rose by 22.3 %, most recently also due to an easing in the global trade dispute. The pan-European stock
index EURO STOXX 50 rose at a similar rate as the US indices, namely by 24.8 %. The DAX also posted
a rise of more than 256 %. On the Vienna Stock Exchange, the leading index ATX also rose significantly
by 16.1 %. Contrary to other stock exchanges, the year's high in 2019 was already reached in mid-April

Stable shareholder structure

The shareholder structure of Mayr-Melnhof Karton AG is characterized by a sustainably high degree of
stability. The largest shareholders are the core shareholder families who hold approximately 57 % of the
share capital in a syndicate. The remaining 43 % of the shares are in free float and mainly held by long-
term oriented institutional investors in Europe and the USA.

Shareholder structure
in %
57 % Core shareholder families

43 % Free float

Continuous dividend policy

Our dividend policy provides a continuous distribution to the Company's shareholders in line with profit
performance. Following the positive profit development in the business year 2019, the Management
Board will propose a dividend of EUR 3.60 per share to the 26" Ordinary Shareholders’ Meeting on
April 29, 2020, after EUR 3.20 per share were paid for 2018. This corresponds to a dividend payment
totaling EUR 72.0 million (2018: EUR 64.0 million) for the business year 2019 and a payout ratio of 37.95 %
(2018: 39.10 %). Based on the average share price in 2019, a dividend yield of around 3.2 % was achieved
(2018:2.7 %).

Investor Relations

A sustainable personal and open dialog with institutional and private investors, analysts, journalists, and
the interested public is the underlying strategy of our investor relations program, which we continued to
pursue with great commitment also in 2019.

As in the past, we used a large number of roadshows and investor conferences to maintain or get into
contact with investors. The main emphasis was placed on major financial centers in Europe, such as
London, Paris, and Frankfurt. As already in the previous year, we recorded an increasing number of direct
requests for dialog from investors, which we gladly fulfilled. The dialog with international and Austrian
analysts was characterized by continuing an often long-term cooperation.
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MM SHARES

The approach of our investor relations work consists in providing an accurate image of the Group at all
times in order to facilitate an appropriate valuation of the MM share.

We thereby attach the highest priority to the principle of treating all shareholders equally. We therefore
always publish all share-price-relevant and current information simultaneously and identically via an
electronic distribution system and on the website of Mayr-Melnhof Karton AG.

The Chairman of the Management Board comments on the current development of the Group on a quar-
terly basis in publicly accessible audio and/or video webcasts. Thereby, the presentation of the annual
and half-year results also takes place as a video webcast and a subsequent CEO conference call on a
regular basis.

Service for shareholders
We offer shareholders and interested parties the possibility to register for regularly receiving the Company'’s
reports and press releases on our website (https://www.mayr-melnhof com/en/publication-mailing).

Furthermore, our Investor Relations department is available to answer any questions you may have.

We aim at continuously improving our Investor Relations activities and are therefore always grateful for
any suggestions for optimization.

Your contact at Mayr-Melnhof Investor Relations
Stephan Sweerts-Sporck

Phone: +43 1501 36 91180

Fax: +43 15013691195

E-mail: investor relations@mm-karton.com

Website: https://www.mayr-melnhof.com

MAYR-MELNHOF KARTON AG, ANNUAL REPORT 2019 35



MM SHARES

Information about Mayr-Melnhof shares
ISIN securities identification number: AT0000938204
ADR Level 1: MNHFY

Reuters: MMKV.VI

Bloomberg: MMK:AV

Share price chart

Relative performance of MM shares 2019 (December 28, 2018 = 100)
—— MM ——— ATX Prime

130

120

110
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90

80
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Share performance indicators

MM SHARES

Stock price per share (in EUR) 2017 2018 2019
High 130.95 131.80 121.00
Low 99.50 107.40 105.80
Year-end 122.50 110.00 119.60
Stock performance (as of Dec. 31)

-1 month +16% -3.7% -0.7%
-3 months +0.9% +17% +83%
-9 months +122% -10.7 % +7.0%
Relative performance (year-end)

MM Shares +21.6% -102% +8.7%
ATX Prime +29.9% -196 % +159 %
Share performance indicators (in EUR)

Earnings per share 7.73 8.18 9.49
Cash earnings per share 12.85 13.49 15.52
Total equity per share 65.81 69.13 75.15
Dividend per share 3.10 3.20 3.609
Dividend (in millions of EUR) 62.00 64.00 72.00°
Dividend yield per average share price (in %) 2.7 % 2.7 % 32%
Stock market data (Vienna Stock Exchange)

Trading volume? (in EUR) 1,056,260 1,252,761 1,519,050
Number of shares issued 20,000,000 20,000,000 20,000,000
Free float? 8,596,720 8,696,720 8,596,720
Market capitalization? (in millions of EUR) 2,450 2,200 2,392
ATX Prime weighting? (in %) 1.99 % 241 % 2.18 %

) daily average
2 as of Dec. 31
3 proposed
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CORPORATE GOVERNANCE REPORT

Corporate Governance Report

The Mayr-Melnhof Group pursues a responsible business activity focusing on sustainable value added
in both segments, MM Karton and MM Packaging. In order to ensure this in the long term, we pay at-
tention to a consistent compliance with good Corporate Governance. This includes the whole system of
management and control of the Company, and thereby promotes the trust of our employees, sharehold-
ers, customers, suppliers and the public place in the MM Group.

COMMITMENT TO THE AUSTRIAN CORPORATE GOVERNANCE CODE

Since the Austrian Corporate Governance Code (Osterreichischer Corporate Governance Kodex — OCGK)
became effective in 2002, Mayr-Melnhof Karton AG has voluntarily committed itself to compliance with
the Code in its respectively applicable version. The Code is based on the provisions of Austrian stock
corporation, stock exchange and capital market laws, EU recommendations as well as the guidelines
contained in the OECD Principles of Corporate Governance. The Code is, in accordance with national
and international developments, regularly reviewed and adjusted accordingly. The current Austrian Cor-
porate Governance Code can be downloaded from the website of the Austrian Working Group for Cor-
porate Governance at www.corporate-governance.at. The compliance with the Corporate Governance
Code is subject to an annual internal evaluation provided by Mayr-Melnhof Karton AG. Furthermore,
every three years an external evaluation of compliance with C rules is carried out, which was last time
performed in 2018 in order to rotation.

The implementation and evaluation for the business year 2019 is based on the Code's version of January
2020. Mayr-Melnhof Karton AG continues to comply with all legal provisions without any restrictions.
Almost all additional C Rules and R Rules (Recommendations) contained in the Code, which do not
require any explanation in case of deviations, have been complied with.

The Company gives the following explanations for deviations from C Rules for 2019:

Rule 27 Non-financial criteria are not taken into account for the variable compensation of the
members of the Management Board.
Explanation: Content of current contracts with the members of the Management Board

Rule 27a In case of an early termination of a member of the Management Board without any good
cause, such member shall be compensated for no more than the remaining term of the
contract. The economic situation of the Company is not considered.

Explanation: Content of current contracts with the members of the Management Board
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Rule 30 The upper limits currently applicable for variable compensation are not stated.

CORPORATE GOVERNANCE REPORT

Explanation: Based on the ongoing external dialog, we do not consider this information
material or relevant for any decisions. A cap is provided for in any case.

Rule b1 No disclosure of the compensation of each individual member of the Supervisory Board
Explanation: Based on the ongoing external dialog, we do not consider this information

material or relevant for any decisions.

COMPOSITION AND REMUNERATION OF THE BOARD

THE MANAGEMENT BOARD

Wilhelm HORMANSEDER

Chairman

Member of the Management Board
since March 9, 1994

appointed until June 30, 2021

End of the Management Board mandate
on April 30, 2020

born 1954

Andreas BLASCHKE

Member of the Management Board
since May 14, 2002

appointed until May 14, 2020

born 1961

Franz HIESINGER

Member of the Management Board
since October 1, 2017

appointed until September 30, 2020
born 1965

Franz RAPPOLD

Member of the Management Board
since May 14, 2002

appointed until May 14, 2020
Member of the Management Board
until June 30, 2019

born 1952

Peter Oswald, born in 1962, was appointed as Member of the Management Board as of April 1, 2020 and
as Chairman of the Management Board as of May 1, 2020.

Wilhelm Hormanseder is member of the Board of Directors of Krono Holding AG, Luzern, Switzerland.
The other members of the Management Board do not hold any mandates in supervisory boards outside

the Group.
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THE SUPERVISORY BOARD

Rainer ZELLNER

Chairman since April 29, 2015

born 1947

Independent entrepreneur, Chairman of the Supervisory Board of Mayr-Melnhof Holz Holding AG, Leoben

Johannes GOESS-SAURAU

1t Deputy Chairman since May 7, 2008

Member of the Supervisory Board since May 18, 2005
born 1955

Manager of his own companies

Nikolaus ANKERSHOFEN

2n Deputy Chairman since April 26, 2017

Member of the Supervisory Board since April 28, 2010

born 1969

Lawyer and partner at Ankershofen-Goess-Hinteregger Rechtsanwalte OG, Supervisory Board member
at Mayr-Melnhof Holz Holding AG, Leoben, Supervisory Board member at Bankhaus Krentschker & Co.
Aktiengesellschaft, Graz, Management Board member of several private trusts

Romuald BERTL

Member of the Supervisory Board since March 2, 1994

born 1953

Auditor and tax consultant, Ordinary University Professor of Accounting and Auditing at the Vienna Uni-
versity of Economics and Business, Head of the Institute of Accounting and Auditing at the Vienna Uni-
versity of Economics and Business, President of the Austrian Financial Reporting and Auditing Commit-
tee (AFRAC), Management Board member of Austrian family trusts and Supervisory Board member in
Austrian family-owned companies

Guido HELD

Member of the Supervisory Board since May 7, 2008

born 1944

Lawyer and managing partner at hba Rechtsanwélte GmbH, Management Board member of several
private trusts, member of the management of various companies

Alexander LEEB

Member of the Supervisory Board since May 7, 2008

born 1959

Deputy Chairman of the Supervisory Board of Plansee Holding AG, Reutte, Supervisory Board member at
Andritz AG, Graz, Chairman of the Board of Trustees of LGT Venture Philanthropy Foundation, Vaduz,
Chairman of Impact Ventures S.A., Luxembourg
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Georg MAYR-MELNHOF

Member of the Supervisory Board since May 7, 2008
born 1968

Employee of the archdiocese of Salzburg

Michael SCHWARZKOPF

Member of the Supervisory Board from April 29, 2009 until December 18, 2019
born 1961

Chairman of the Supervisory Board of Plansee Holding AG, Reutte

Andreas HEMMER

Member of the Supervisory Board since October 20, 2009
born 1968

Employee representative

Gerhard NOVOTNY

Member of the Supervisory Board since May 10, 1995
born 1963

Employee representative

The current mandates of all members of the Supervisory Board delegated by the shareholders will expire
at the 26" Ordinary Shareholders’ Meeting in 2020 which will resolve on the discharge for the financial
year 2019.

The mandates of the employees' representatives are awarded for an indefinite period of time.

Members of the Committees of the Supervisory Board
Presidium (Committee for Management Board Issues)

Rainer ZELLNER, Chairman

Johannes GOESS-SAURAU

Nikolaus ANKERSHOFEN

Audit Committee

Romuald BERTL, Chairman
Rainer ZELLNER

Johannes GOESS-SAURAU
Nikolaus ANKERSHOFEN
Gerhard NOVOTNY

Members of the Supervisory Board with additional Supervisory Board mandates in
publicly listed companies

Alexander LEEB

Member of the Supervisory Board, Andritz AG, Graz
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Independence of the members of the Supervisory Board
The members of the Supervisory Board use the guidelines of the Austrian Corporate Governance
Code as an orientation for determining the criteria of their independence:

A Supervisory Board member must not maintain, or have maintained in the past year, any business re-
lations with the Company or any of its subsidiaries with significance for the member of the Supervisory
Board. This also applies to relationships with companies in which a member of the Supervisory Board
has a considerable economic interest, but not to the performance of institutional functions in the Group.
The approval of individual transactions by the Supervisory Board in accordance with L Rule 48 (Com-
pany Contracts with Members of the Supervisory Board outside their activity in the Supervisory Board)
does not automatically qualify the person as not independent.

The Supervisory Board member must not have acted as an auditor of the Company or have owned a
share in the auditing company or have worked there as an employee in the past three years.

The Supervisory Board member must not be a member of the Management Board of another com-
pany in which a member of the Company's Management Board is a Supervisory Board member.

The Supervisory Board member must not be closely related (direct offspring, spouse, life partner,
parent, uncle, aunt, brother, sister, niece, nephew) to a member of the Management Board or employ-
ees in leading positions, the auditor, or employees of the auditing company.

All members of the Supervisory Board have declared their independence in accordance with these cri-
teria. Consequently this also applies to all members of the Committees of the Supervisory Board.

Representation of interests of a share > 10 % in Mayr-Melnhof Karton AG
In the Supervisory Board of Mayr-Melnhof Karton AG, there is one independent member representing a
legal entity with a shareholding of more than 10 %:

Nikolaus ANKERSHOFEN

Contracts between members of the Supervisory Board and the Company subject to approval
There are no such contracts.

Compensation of the Management Board

The compensation of the members of the Management Board is based on responsibility, personal per-
formance, and the tasks accomplished by each member of the Management Board as well as the
achievement of the Company's objectives and the economic situation of the Company. The compensa-
tion comprises fixed and variable components. The variable compensation depends in particular on sus-
tainable, long-term and multi-year performance criteria without giving rise to unreasonable risk-taking.
Non-financial criteria are currently not taken into account.
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The variable component of the compensation of the members of the Management Board, which is rela-
tively high in relation to the fixed compensation, is subject to an upper limit and depends on the annual
result, cash earnings, dividend payments, and the return on capital employed. The variable compensa-
tion of the members of the Management Board is paid on the basis of the data audited by the auditor in
the year following the economic reference base.

In the business year 2019, the total amount of compensation for the members of the Management Board
was thous. EUR 10,201 (2018: thous. EUR 9,017). Thereof, thous. EUR 2,756 (2018: thous. EUR 2,668) were
related to fixed compensation and thous. EUR 7,445 (2018: thous. EUR 6,349) to variable compensation.
The compensations of the individual members are as follows: Wilhelm Hormanseder accounts for a fixed
compensation of thous. EUR 1,512 and a variable compensation of thous. EUR 3,720, Andreas Blaschke
accounts for a fixed compensation of thous. EUR 489 and a variable compensation of thous. EUR 1,490,
Franz Hiesinger accounts for a fixed compensation of thous. EUR 489 and a variable compensation of
thous. EUR 1,490, Franz Rappold accounts for a fixed compensation of thous. EUR 266 and a variable
compensation of thous. EUR 745.

The Company pension scheme entitles employees to receive a pension as of the 65" year of age depend-
ing on the qualifying period. This includes defined benefit plans and defined contribution plans which
primarily depend on the length of service and the beneficiaries' compensation.

In case of termination of a function, statutory rights on the basis of the employment contract shall apply.
Severance payments in case of early terminations shall not exceed the compensation of the member of
the Management Board for the remaining term of the member’s contract and take into account the cir-
cumstances of such termination of the respective member of the Management Board.

The Company has taken out a D&O (Directors-and-Officers) insurance.

The compensation of senior management in the Group also comprises fixed and variable components,
the variable compensations being based on the achievement of financial corporate goals and individu-
ally defined objectives.

Compensation of the Supervisory Board

The compensation of shareholders' representatives in the Supervisory Board for the current business
year will be determined by the Shareholders’ Meeting in the following year and paid subsequently. The
Supervisory Board's compensation for 2018 amounted to thous. EUR 497. The distribution of the total
compensation among the members is the Supervisory Board's responsibility. In addition, the members
of the Supervisory Board are granted a compensation for additional expenses incurred in exercising their
duties.
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INFORMATION ON THE PROCEDURES OF THE MANAGEMENT BOARD
AND THE SUPERVISORY BOARD

Allocation of rights and duties within the Management Board

Wilhelm HORMANSEDER Chairman of the Management Board
Franz HIESINGER Finance

Andreas BLASCHKE Sales, Marketing MM Packaging
Franz RAPPOLD Sales, Marketing MM Karton

(Member of the Management Board until June 30, 2019)

The Management Board manages the business in accordance with the law, the bylaws, and the Articles
of Association of the Company. The bylaws of the Management Board govern the assignment of respon-
sibilities as well as the cooperation within the Management Board and include a catalog of business
cases which require the prior consent of the Supervisory Board. The members of the Management Board
cooperate closely as colleagues, informing one another of all significant measures and occurrences
within their respective areas of operation. The Management Board of Mayr-Melnhof Karton AG holds
regular Board meetings on material Group- and division-relevant topics. The Chairman of the Manage-
ment Board is responsible for chairing and preparing the meetings and for exchanging information with
the Supervisory Board.

Type and decision-making power of the Committees of the Supervisory Board
The Supervisory Board has established the following Committees constituted by its members:

Presidium (Committee for Management Board Issues)

The principal task of the Presidium is to discuss the Company's strategy and direction on a continuous
basis and to prepare resolutions for the Supervisory Board concerning all strategic matters. Furthermore,
this Committee decides on issues concerning the Management Board in accordance with statutory reg-
ulations and also fulfills the functions of the Nomination and Compensation Committee. The quality of
the Committee’s work is guaranteed by the long-standing experience and know-how of its members in
the field of compensation policy.

Audit Committee

The Committee's decision-making power derives from statutory regulations. The quality of the Commit-
tee's work is guaranteed by the long-standing experience and know-how of its members in the fields of
finance, accounting, and reporting.

It is guaranteed that the Supervisory Board and the Committees are able to take decisions promptly in
urgent cases. Each Chairman of the Committee informs the Supervisory Board on a regular basis about
the activities of the Committee.
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Focus of the Supervisory Board

The Supervisory Board convened in six meetings in the business year 2019, with the participation of the
Management Board, and fulfilled its tasks and obligations in accordance with the law and the Articles
of Association. All the members of the Supervisory Board attended at least five meetings.

In addition to analyzing ongoing business development and the integration of the Tann-Group, the main
areas of focus were Group strategy, investments and acquisition, financing, risk evaluation as well as
topics of Corporate Governance, compliance and succession planning. As in previous years, the Super-
visory Board has again visited one of the Group's production facilities in 2019.

The Supervisory Board carried out a self-evaluation for the financial year 2019 in individual interviews
between the chairman of the Supervisory Board and the Supervisory Board members, with the result
that the activity of the Supervisory Board was assessed to have been generally efficient. The bylaws, the
regular exchange of information as well as the discussion of major topics in cooperation with the Man-
agement Board and the Group Auditor contribute significantly to this.

Discussions in the Supervisory Board and Management Board meetings were characterized by openness
and a high degree of constructiveness also in 2019.

All participants had sufficient opportunity for questions and discussions.

Focus of the Committees of the Supervisory Board

In 2019, the Presidium (Committee for Management Board Issues) met ten times. It dealt especially with
Group strategy as well as matters relating to the Management Board and prepared the meetings of the
Supervisory Board. The focus of the succession planning was, in particular, on filling the vacancy of the
position of the Chairman of the Management Board.

The implementation of the Governance regulations applicable to the compensation of the members of
the Management Board and the review of the underlying compensation policy have been taken care of.

In 2019, the Audit Committee held two meetings and fulfilled its statutory duties. One focus was placed
on dealing with the Group financial statements and the individual financial statements for 2018 as well
as the preparation of the Group financial statements and the individual financial statements for 2019. In
this context, also the consolidated non-financial report according to section 267 a of the Austrian Com-
mercial Code and its audit, were discussed, as well as details concerning the scope of non-auditing
services rendered by the auditors, and the key audit matters were determined.

Due to the regular exchange between the Chairman of the Audit Committee and the Group Auditor

outside the meetings, a discussion during the meetings without the participating Management Board
members was not necessary.
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MEASURES TO PROMOTE WOMEN AND DESCRIPTION OF THE CONCEPT
OF DIVERSITY

The MM Group's concept of diversity is stated in the Code of Conduct. It is laid down there that we
commit ourselves to creating a working environment throughout the Group that is characterized by
openness and mutual respect. The diversity of our employees is considered as an asset, enabling us to
fulfill our tasks in an even more creative and better way. We reject any form of discrimination and har-
assment on grounds of gender, race, skin color, religion, age, national or ethnic descent, disability, or sexual
orientation. Employees and job applicants are assessed based on the principle of non-discrimination.

The Supervisory Board currently comprises nine men, and the Management Board three.

Positions in the Management Board, the Supervisory Board and leading positions are primarily staffed
based on professional and personal qualifications. The MM Group, however, follows the recommenda-
tions of the Equality Act to observe diversity when filling management positions within the Company
and to strive to achieve a reasonable allocation according to gender, age, and expertise.

Women have been holding leading positions within the MM Group for a long time, particularly in the
areas of human resources, legal matters, sales, and finance. Owing to the Group's activities in heavy
industry and the shift systems, the proportion of women within the Group and in the recruitment process
tends to be low. Nevertheless, we aspire to increase the share of women at all levels, in particular by
means of appropriate development programs as well as by offering flexible working time models. Being
an attractive employer for women, also in technical occupations, is one of our long-term objectives.

EXTERNAL EVALUATION

The Code (OCGK) requires a regular external evaluation (at least every three years) of the Company's
compliance with the C rules (Comply or Explain). The last was carried out in the course of the annual
audit of the financial statements 2018 by Grant Thornton Austria GmbH Wirtschaftsprifungs- und
Steuerberatungsgesellschaft. The review of compliance with the rules of the Code regarding the audit
was conducted by Georg Eckert, professor at Innsbruck University. As a result of this evaluation, the
auditors have determined that the declaration given by Mayr-Melnhof Karton AG regarding compliance
with the Corporate Governance Code corresponds to the actual conditions. The next external evaluation
is planned for the Corporate Governance report of the year 2021.
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EVENTS AFTER THE BALANCE SHEET DATE
There were no changes of matters requiring reporting between the reporting date and the preparation of
the Corporate Governance report.
Vienna, March 16, 2020
The Management Board
Wilhelm Hérmanseder m. p.

Andreas Blaschke m. p. Franz Hiesinger m. p.
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Report of the Supervisory
Board

In the financial year 2019, the Supervisory Board fulfilled its responsibilities pursuant to statutory provi-
sions and the Articles of Association. In addition to analyzing ongoing business development and the
integration of the Tann-Group, the main areas of focus were the Group strategy, investments, acquisi-
tions, financing, risk evaluation as well as topics of Corporate Governance, compliance and succession
planning.

Peter Oswald appointed as new CEO of Mayr-Melnhof Karton AG

Special attention in succession planning was paid to filling the position of Chairman of the Management
Board, which Wilhelm Hoérmanseder (66) has held since 2002. With 28 years of experience in the industry,
most recently as CEO of the publicly listed packaging and paper company Mondi Group, and his many
years of management experience, Peter Oswald (57) is the ideal person to serve as the future CEO of
Mayr-Melnhof Karton AG. He will join the Management Board with effect from April 1, 2020. Mr. Hor-
manseder will hand over to Mr. Oswald on May 1, 2020, after 18 years as CEQ, 25 years as a member of
the Management Board, and a total of 30 years in the MM Group.

Under Mr. Hérmanseder's leadership, the MM Group has recorded sustained profit growth and a solid
course of expansion in Europe and around the world and is very well positioned in many attractive mar-
kets today as market leader in cartonboard packaging with a strong competitive edge.

We would like to thank Mr. Hormanseder on behalf of the entire company for his exceptional commit-
ment and his extraordinary achievements over three decades.

Ongoing activities of the Supervisory Board

During the financial year 2019, the Supervisory Board convened in six meetings with the participation
of the Management Board. All the members of the Supervisory Board attended at least five meetings.
Furthermore, the Presidium (Committee for Management Board Issues) convened ten times, the Audit
Committee chaired by Romuald Bertl met twice.

The meetings of the Supervisory Board and the Committees always offered sufficient opportunity to
discuss individual agenda items and timely submitted documents in detail

The interaction of the capital and employee representatives within the Supervisory Board was charac-
terized by a constructive atmosphere.

The Management Board has complied with its duty to provide information and has informed the

Supervisory Board regularly, promptly and in detail both in writing and verbally about the position and
development of the Company and its subsidiaries.
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Between the meetings, the Chairman of the Supervisory Board and the Chairman of the Management
Board were regularly in contact and discussed the progress of business, strategy, and the Company's
risk position.

Audit 2019

The annual financial statements and the management report of Mayr-Melnhof Karton AG for the year
ending December 31, 2019, including accounting, were audited by PwC Wirtschaftsprifung GmbH,
Vienna. The same applies to the consolidated annual financial statements which were prepared in ac-
cordance with IFRS and supplemented by the management report for the Group and further notes pur-
suant to section 245a of the Austrian Commercial Code. The audit confirmed that accounting, the annual
financial statements, the management report as well as the consolidated annual financial statements
and the management report for the Group comply with the legal requirements and the Articles of Asso-
ciation and, in all material respects, convey a fair picture of the financial position, the financial perfor-
mance, and cash flows. The audit provided no reason for query, and the auditors duly issued an unqual-
ified opinion for 2019.

The Supervisory Board has complied with its statutory audit obligation for the consolidated non-financial
report 2019. Additionally, a limited assurance engagement was performed. Based on the procedures per-
formed, nothing has come to the attention of PwC Wirtschaftsprifung GmbH, Vienna, that causes to be-
lieve that the consolidated non-financial report 2019 of Mayr-Melnhof Karton AG is not prepared, in all
material aspects, in accordance with the requirements of section 267 a of the Austrian Commercial Code.

Approval of annual financial statements, consolidated annual financial statements and
distribution of the profit

The Supervisory Board concurs with the annual financial statements, the management report, the
corporate governance report, the consolidated non-financial report according to section 267 a of the
Austrian Commercial Code as well as the consolidated annual financial statements and the management
report for the Group, and hereby approves the annual financial statements as well as the consolidated
annual financial statements of Mayr-Melnhof Karton AG as of December 31, 2019. Thus, the 2019 annual
financial statements of Mayr-Melnhof Karton AG are adopted in accordance with section 96 (4) of the
Austrian Stock Corporation Act.

The Supervisory Board has considered and approved the Management Board's proposal regarding the
distribution of the profit for the financial year 2019.

The members of the Supervisory Board extend their gratitude to the Management Board and all employ-
ees of the Mayr-Melnhof Group for their excellent performance and great dedication during the financial
year 2019.

Vienna, March 2020

Rainer ZELLNER

Chairman of the Supervisory Board
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Management Report

POSITIONING OF THE MAYR-MELNHOF GROUP AND THE DIVISIONS
GROUP

Cartonboard packages for consumer goods at the core of our business

The production and sale of cartonboard as well as the processing of cartonboard into consumer goods
packages are the two core business areas of the Mayr-Melnhof Group. They are managed as two divi-
sions that are responsible for their own results and supply each other at arm's length. The MM Karton
division is the world'’s largest producer of coated recycled fiber-based cartonboard with a significant
European position in the area of virgin fiber-based cartonboard. The MM Packaging division is the larg-
est producer of folding cartons in Europe and, additionally, holds a leading market position in several
countries outside Europe. Cartonboard is mainly used as raw material for the production of folding carton
packaging. Folding cartons are, besides plastics, the most important primary packaging material for con-
sumer staples. Demand for cartonboard and cartonboard packaging correlates with the development of
private consumption, especially of consumer staples. Due to transport costs and service demands, the
folding carton business has a mainly regional character. In contrast, the cartonboard business is con-
centrated on the individual continents, whereby global cartonboard trade accordingly only plays a minor
role.

Two profit centers

Similar to the previous year, MM Karton supplied around 12 % of its cartonboard sales to MM Packaging
at arm's length conditions in 2019. The majority of its cartonboard production, however, is sold to folding
carton producers outside the Group and thus to competitors of MM Packaging.

MM Packaging bought around one quarter of the tonnage processed internally from MM Karton in 2019.
The major share of the required cartonboard is purchased from external suppliers. The main reasons are
the limited internal supply of virgin fiber-based cartonboard as well as free purchase at market condi-
tions and specifications by customers concerning particular cartonboard grades.

Regional focus on Europe — global growth orientation

The regional focus of our business is the well-developed and sustainable European market, where both
divisions have been keeping the leading market position for a long time. Growth drivers are further pen-
etration of existing market segments, on the one hand, and the exploitation of new sales opportunities,
on the other hand. Furthermore, we pursue an expansion and acquisition strategy at a global scope with
the aim of achieving a leading position in our core business and to expand this further.
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By combining organic growth and acquisitions with the aspiration of high value added and competitive
strength, our aim is to profitably grow further at a manageable risk over the long term.

Best practice principle for sustainable development

Markets for cartonboard packages are attractive and thus face intense competition. With an undistracted
emphasis on our core business, we focus on using economies of scale and best practice with the aim of
maintaining our market position based on cost, technology and innovation leadership over the long term
with a high level of profitability. We thus ensure a good standard at our locations and initiate adaption
measures if necessary. Our investing activity and the development of our employees are long-term and
continuously orientated towards being able to exploit new opportunities in time by using state-of-the-
art technologies and know-how.

MAYR-MELNHOF KARTON

Leading in coated recycled fiber-based cartonboard

With a total annual production capacity of more than 1.7 million tons, the division MM Karton produces
a wide range of cartonboard products for a broad range of applications in the packaging area at seven
locations in Europe. Coated recycled fiber-based cartonboard accounts for approx. 80 % of the produc-
tion, whereby MM Karton has the world's largest production in this product segment. Furthermore,
MM Karton holds a significant position in the area of virgin fiber-based cartonboard in Europe, account-
ing for a production share of approx. 20 %. Recycled fibers, which are purchased from external suppliers,
are the most important raw material accounting for around 75 % of the fibers used. Around 20 % of the
fibers used are groundwood pulp, most of which we produce ourselves at our cartonboard mills and in
the division's own fiber mill FollaCell in Norway. Pulp accounts for about 5 % of the fiber demand and is
of minor importance.

Cartonboard - principle use in consumer goods packaging

Cartonboard products of MM Karton are used as packaging material in numerous markets. They are
mainly used for cartonboard packages for consumer staples. Due to a broad range of standard and spe-
cial qualities, MM Karton covers a diversified range of possible applications as a full-scale supplier. Areas
of emphasis are food packages followed by packages for household and hygiene products and pharma-
ceuticals. Exploiting new opportunities of use and continuously improving existing solutions and pro-
cesses as well as developing new application areas and market potential are at the center of constant
product development and innovation activities. MM Karton thereby pursues a holistic approach which
takes into account aspects from the entire value chain for differentiation on the market. A high level of
quality, product functionality and safety as well as comprehensive expertise and state-of-the-art ser-
vices characterize our cartonboard portfolio. In order to optimally satisfy specific requirements of indi-
vidual market segments, MM Karton's main product groups — recycled fiber-based cartonboard, virgin
fiber-based cartonboard, and white coated recycling liner (high-quality printable and refinable top layer
for corrugated board products in low grammage) — have been set up as separate units within the sales
organization. The possibility to deliver the same products from several cartonboard mills (multi-mill con-
cept) creates a high degree of supply reliability and the digital connection of the customer through
"MMK digital" a new level of speed, flexibility and service along the supply chain.
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Impact of "plastic substitution" still difficult to predict

Plastics are the most important competitive product for cartonboard in the field of packaging in a broad
variety of forms and applications with a high dependency on the price of crude oil While interaction
between these two principal packaging materials has so far been limited to fringe areas owing to their
different properties and functionality, increasing attention is currently paid to examining new possibili-
ties for the use of cartonboard in the light of the substitution of plastics. For the moment it is still difficult
to assess the impact of this trend on cartonboard sales as it is still at an early stage. It is, however, certain
that the trend towards lower packaging weights in all forms of packaging will continue, with the re-
quirement to maintain or further increase properties and functionality.

Main market Europe - a broad customer base

The European cartonboard market is primarily supplied from Europe due to transport costs, high logis-
tical demands regarding short-term product delivery to customers as well as the high level of specific
finishing of cartonboard in individual formats.

According to the geographic base with seven European production sites, Europe is MM Karton's main
market, where it distributed around 84 % of its sales volume in 2019. Another 16 % were sold to countries
outside Europe, which makes MM Karton holding a leading market position in Europe and thereby ac-
counting for the largest share of cartonboard exports from Europe. More than 1,000 customers are sup-
plied in around 100 countries worldwide. These are primarily printing businesses in the medium-sized
and persistent highly fragmented European folding carton industry. The influence of consumer goods
producers and retailers on buying decisions for cartonboard has been increasing for years, also as a
direct contact partner. In response to this trend, MM Karton is positioned very well due to a customized
range of products and services, company size as well as specific expertise.

“MMK digital” - digital sales and service channel

With "MMK digital", MM Karton continues to be the pioneer of digitalization in the cartonboard industry,
setting new standards in speed and communication through a unique range of seamless processes.
Customers can perform all business processes with MM Karton online and securely in real time in a
matter of seconds, around the clock, seven days a week. All steps — from product selection, production
preview and ordering to call-off from stock — can be carried out online by the customer themselves at
any time. In total, several 100,000 order transactions per year are already completed via "MMK digital",
with an upward trend. The range of products continues to grow and was extended in 2019 to include
the online sales area of "Stock Sales & Special Offers”.

Specialized machines — high-performance locations

MM Karton is producing coated cartonboard in order to exploit efficiencies of scale concentrated on
nine high-performance cartonboard machines at seven European locations in four countries: Germany,
Austria, Slovenia, and the Netherlands. Each of the machines is specialized in specific product qualities:
four on recycled fiber-based cartonboard, two on virgin fiber-based cartonboard, and one on white
coated recycling liner. In addition, two more cartonboard machines are flexibly producing both recycled
and virgin fiber-based cartonboard grades. The cartonboard machines are continuously further devel-
oped according to the state of the art with a focus on growth potential and competitive strength.
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Recycled fibers — sustainably available

Recovered paper is the strategically most important raw material in the production of coated recycled
fiber-based cartonboard. Groundwood pulp, energy, chemicals, and logistics are other significant cost
factors. High-quality printability of cartonboard is reached through the application of a coating made
from chalk, fillers, and binders to the outer surface of cartonboard.

MM Karton purchases recycled fibers exclusively in Europe, predominantly on the spot market. In addi-
tion, long-term supply opportunities from municipalities and waste-management companies are also
used to a lesser extent. Due to high European recovered paper recycling quotas and existing reserves
as well as significantly decreased recovered paper exports from Europe to Asia, we consider the raw
material of recovered paper to be sustainably available and the supply of our cartonboard mills to be
secured.

High concentration of the cartonboard industry - strong competition continues

According to our estimates, the total recorded global consumption of cartonboard amounts to approx.
64 million tons per year, of which around 60 % are accounted for by Asia and nearly one fifth each by
America and Europe.

The concentration of the cartonboard industry in Europe has been far advanced for a long time. The five
largest suppliers currently account for around three quarters of European cartonboard capacities. MM
Karton is the only supplier with several locations in the production of recycled and virgin fiber-based
cartonboard, respectively and moreover, the only European cartonboard producer with an additional
mainstay in folding carton production. The three largest Scandinavian suppliers operate exclusively in
the area of virgin fiber-based cartonboard.

With regards to recycled fiber-based cartonboard, the capacity growth in Europe has been achieved only
through a continuous technological modernization of existing mills (“creeping capacity increase”) for
over two decades. Regarding virgin fiber-based cartonboard, especially the structural shift from graph-
ical papers to cartonboard packaging products over the last few years has resulted in the creation of
new capacities, some of which are also sold outside Europe.

Growth through product development and industrial excellence

Cartonboard is an attractive packaging product that combines both economic and ecological ad-
vantages through sustainable industrial production and a wide range of potential applications. With its
commitment to cost, technology and innovation leadership, MM Karton is pursuing further growth in
recycled and virgin fiber-based cartonboard while maintaining an attractive result quality. As in the past,
we will proceed with great discipline and give priority to maintaining prices over volume. We will con-
tinue to give priority to generating new capacities from our well-positioned production facilities. Reduc-
ing unit costs and strengthening our market position by using state-of-the-art technologies in produc-
tion and service remain the focus on our future path.
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MAYR-MELNHOF PACKAGING

Leading folding carton producer

The core business of MM Packaging focuses on folding cartonboard packages for consumer staples. In
2019, we have processed around 651,000 tons of recycled and virgin fiber-based cartonboard and 134,000
tons of paper. MM Packaging is thus not just the leading producer of folding cartons in Europe but also
one of the largest worldwide.

The production of corrugated cardboard is a different industry from that of cartonboard and folding car-
tons with different products and markets in which MM Packaging does not operate. Overlaps are mainly
limited to fine flute (micro-flute) consumer packages, which are also produced at a few specialized
MM Packaging locations.

Growing international presence - always close to the customer

Transport costs and service requirements limit the supply radius of folding cartons, which are thus de-
fined as mainly regional products. The geographic focus of the international network of 45 production
plants in 18 countries lies on Europe. MM Packaging thus offers a pan-European supply concept that is
unique within the industry. Moreover, we have also a leading position in individual countries in the Mid-
dle East, South America, and the Far East. With growing international presence, we are able to offer our
multinational customers increasingly more global delivery opportunities and to create new opportunities
for growth.

Europe is MM Packaging's primary sales market, with a share in sales of around 82 %. The share of
Middle East/Asia increased further to 11 %, in particular due to the acquisition of the Tann-Group. 7 %
of sales are accounted for by the Americas. The aim of our location policy consists in continuing to sup-
port our customers in their expansion with modern local production plants and occupying a leading
position in attractive markets at an early stage.

Supplying a wide range of industries — balance and potential

Within packaging for consumer staples, MM Packaging covers a wide range of sectors, thus creating
potential and balance. Our business thus covers the volume market of fast-moving consumer goods
(FMCG) as well as the highly specialized markets of packages for tobacco products, pharmaceuticals,
and personal care. MM Packaging holds a unique position in Europe through combining a variety of end
markets and company size.

The technological facilities of the production plants which specialize in individual sales sectors and our
account management enable us to satisfy individual market and product requirements with a high level
of competitive strength. Customer focus is on large multinational consumer goods producers, which ac-
count for approximately 80 % of MM Packaging's sales. The allocation of demand via tender procedures
and multi-year procurement agreements are the rule in international key customer business. The remain-
ing part of sales is made to local customers. In total, MM Packaging supplies over 1,800 customers world-
wide.

MM Packaging has been growing ever since, both organically as well as through acquisitions.
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Best practice - claim to technological leadership

The production of folding cartons is a multi-step process that can be briefly described as follows: car-
tonboard is printed, creased in the subsequent cutting process before being separated into packaging
blanks which are then folded individually according to the demand of the customer branch and glued in
the final step of the process. In addition, a large number of processes for finishing the packages is ap-
plied. The packages are generally shipped and transported in a folded state with an external car-
tonboard. The filling of packages with consumer goods takes usually place at the customers' packing
systems.

Aspiring best practice, MM Packaging uses all common state-of-the-art preprinting, printing, and finish-
ing technologies. We improve the efficiency and quality of our products and processes firstly by con-
stantly benchmarking the performance of individual production lines, and secondly by continuously in-
vesting in new technologies. Scope for innovation, often in close cooperation with our customers, is
always important to us, with the goal of operational and technological leadership in the market. Current
priorities are the increased specialization of locations, automation and digitalization, and the use of
state-of-the-art high-performance machinery.

Cartonboard - essential raw material

The folding carton production starts with cartonboard as an essential raw material, constituting both the
most important input and cost factor. The choice of the used cartonboard, on the one hand, depends on the
functionality of the package, and, on the other hand, on the specific requirements of individual consumer
goods sectors and manufacturers. In accordance with our profit-center principle, MM Packaging procures
the required recycled and virgin fiber-based cartonboard through its own purchase organization. Within
the business with international consumer goods manufacturers, the purchase of cartonboard is also de-
cided or negotiated by the customer. To cover major changes in cartonboard prices, long-term supply
contracts with large customers generally include appropriate clauses which relate to reference values.

In addition to cartonboard and paper, other important raw materials of MM Packaging include inks, var-
nishes, and tools. The personnel intensity in folding carton production is consistently higher than in car-
tonboard production.

Strategic focus — cost leadership

MM Packaging has for a long time strategically pursued differentiation through industrial production in
the European folding carton industry, which is largely dominated by trade businesses. Major character-
istics of this are the use of economies of scale due to location size and production plant networks as well
as the deployment of high-performance technology in production and logistics.

MM Packaging’s guiding principle is the establishment of the “perfect factory”. We therefore attach very
high importance to continuously benchmarking and rolling out "best practice" across the division. For
this purpose, the basic processes have been largely standardized and are continuously improved based
on a constant performance monitoring among machines and locations to conform to the state of the art.
Moreover, we focus on specific innovation and specialization initiatives for individual sales markets aim-
ing at establishing cost and technology leadership over the long term.
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This is crucial for competition because in comparison to the cartonboard industry, the European folding
carton sector is more fragmented. Only one third of the market volume is concentrated on the five largest
suppliers. Market barriers are generally lower, resulting in the business being characterized by a contin-
uously intensely competitive environment.

Long-term growth course - organic and through acquisitions

As with the cartonboard market, the demand for folding carton packages correlates with private con-
sumption. Due to the focus on packages for consumer staples, demand shows a high level of continuity
in the mature main market Europe. MM Packaging'’s aim here is to organically grow further through mar-
ket penetration while expanding and developing its position in individual markets through acquisitions.

Outside Europe, we still pursue the strategy of occupying a significant position in future markets on time
to secure the greatest possible potential at a manageable risk. The main focus of existing production
sites outside Europe lies on optimizing the size of operations through further growth.

Like before, MM Packaging will continue its expansion course, in a risk-conscious way, guided by value
creation and striving for a sustainably high quality of results. The promotion of carton packaging as a
particularly sustainable form of packaging is receiving considerable attention in the current market en-
vironment.
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DEVELOPMENT IN THE YEAR 2019
GENERAL ECONOMIC SITUATION

The global economy lost momentum in the course of the year 2019 and only regained traction at the end
of the year. Increased uncertainties, mainly triggered by trade disputes, dampened global industrial pro-
duction, world trade, and investment growth. The return to strongly expansive monetary policy in the
advanced economies recently had a supportive effect on the economy. Against this background, eco-
nomic growth in the euro area was also moderate, with a heterogeneous development among the Mem-
ber States. The weakness of the German industry became particularly apparent, which, due to its close
interdependence, especially in vehicle manufacturing, also resulted in a reduced level of industrial activ-
ity in many Central and Eastern European EU Member States. In contrast, however, the service sectors
and private consumption have so far proved to be robust. The subdued development in production has
not yet led to a reversal on the labor market, either. Inflation still remained at a low level due to the
decline in energy prices.

INDUSTRY DEVELOPMENT

As with the overall economy, the situation on the European cartonboard and folding carton markets in
2019 was characterized by a slowdown in demand dynamics and short-term customer planning. In this
context, the supply chain has become increasingly flatter and competition has intensified again.

On the fiber markets, the decline in prices for mixed recovered paper grades continued due to persis-
tently low exports from Europe to Asia. In addition, prices for virgin fiber-based products, such as pulp,
declined significantly from the high level seen at the end of 2018. While the market for recycled fiber-
based cartonboard was characterized by a high degree of continuity in volume and prices, the market
for virgin fiber-based cartonboard developed more weakly than in the previous year, but with higher
average prices, as increased costs of fibers from 2018 were passed on. Capacity increases in the Euro-
pean cartonboard industry in 2019 mainly focused on "creeping capacity increase” through ongoing
investment activities. There were, however, no significant changes in the group of the largest European
cartonboard producers compared to the previous year. Capacity utilization in the industry was at a good
level overall

The topic of "plastic substitution” continued to receive attention in 2019 and will be actively taken up
by all participants in the supply chain, cartonboard and folding carton producers, as well as consumer
goods manufacturers and retailers. Nevertheless, the volume effects of this are currently still modest and
have yet to be seen. At the same time, the trend towards lighter packaging and special solutions with
special functionality has clearly continued.

Consolidation in the European folding carton industry progressed in 2019 in a competitive and restrained

market environment, with a continuing trend towards increasing specialization. The overall supplier
structure remains highly fragmented, however.
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DEVELOPMENT OF BUSINESS 2019

GROUP

The Mayr-Melnhof Group was able to conclude the year 2019 with a further profit increase in succession
despite slower market dynamics. Both divisions made a significant contribution to this and reported
overall good capacity utilization in a competitive environment.

While the cartonboard division benefited from largely stable average prices and cost reductions, the
profit in the packaging division was significantly higher than in the previous year, mainly due to the
initial inclusion of the Tann-Group, which met the expectations. At 10 %, the Group's operating margin
again developed at a high level

In line with the sound profit development, a recommendation will be made to the 26" Ordinary Share-
holders’ Meeting on April 29, 2020, to increase the dividend for the financial year 2019 to EUR 3.60 per
share (2018: EUR 3.20).

Consolidated income statements

Consolidated income statements (condensed version)

Year ended Year ended
(in millions of EUR) Dec. 31,2019  Dec. 31, 2018 +/-
Sales 2,544.4 2,337.7 +88%
Operating profit 2556.3 217.1 +176 %
Financial result and result from investments 4.2 0.8
Income tax expense (60.9) (53.7)
Profit for the year 190.2 164.2 +15.8 %

The consolidated sales of the Group reached EUR 2,544 .4 million and were thus 8.8 %, or EUR 206.7 million,
above the previous year's value (2018: EUR 2,337.7 million). This increase was mainly acquisition-related
from the packaging division and to a lesser extent from the cartonboard division. In the geographical
distribution of sales, the share of Western Europe was lower at 54.6 % (2018: 59.5 %), while the shares of
Eastern Europe, at 28.5 %, and those of business outside Europe, at 16.9 %, exceeded the previous year’'s
figures (2018: 27.0 %; 13.5 %). Intra-group sales amounted to EUR 111.8 million (2018: EUR 108.7 million)
and were mainly connected to deliveries from MM Karton to MM Packaging.
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Group sales by destination

Year ended Year ended
(in %) Dec. 31,2019 Dec. 31, 2018
Western Europe (excl. Austria) 52.5 % 57.3 %
Austria 2.1% 2.2%
Eastern Europe (incl. Turkey) 285 % 27.0 %
Asia and MENA 10.2 % 7.2%
The Americas 53% 4.9 %
Other 1.4 % 1.4 %
Total 100.0 % 100.0 %
Cost of sales
Percentage of sales
Yearended  Year ended Yearended  Year ended
(in millions of EUR) Dec. 31,2019 Dec. 31, 2018 +/- Dec. 31,2019 Dec. 31, 2018
Cost of materials and purchased services 1,362.1 1,304.0 45% 53.5 % 55.8 %
Personnel expenses 350.2 313.0 119 % 13.8 % 134 %
Depreciation and amortization 1125 96.0 172 % 44 % 41%
Other expenses 92.7 77.1 20.2 % 37 % 3.3%
Cost of sales 1,917.5 1,790.1 71% 75.4 % 76.6 %

Cost of sales for operating performance, at EUR 1,917.5 million, were EUR 1274 million, or 7.1 %, above the
comparative value of the previous year (2018: EUR 1,790.1 million). This increase resulting from the Tann
acquisition was countered by lower expenses for raw materials. The share in sales changed from 76.6 % to

75.4 %.

Selling and distribution, administrative

and other operating expenses

Percentage of sales

Year ended Year ended Year ended Year ended
(in millions of EUR) Dec. 31,2019 Dec. 31, 2018 +/- Dec. 31,2019 Dec. 31, 2018
Personnel expenses 146.6 131.9 111 % 58 % 5.6 %
Depreciation and amortization 21.8 113 92.9 % 0.9 % 05%
Other expenses 215.1 200.0 7.6 % 84 % 8.6 %
Selling and distribution, administrative
and other operating expenses 383.5 343.2 11.7 % 15.1 % 14.7 %

60

MAYR-MELNHOF KARTON AG, ANNUAL REPORT 2019



MANAGEMENT REPORT

Selling and distribution costs, administrative and other operating expenses also increased from
EUR 343.2 million to EUR 383.5 million, primarily acquisition-related. Their share in sales changed from
14.7 % to 15.1 %.

EBITDA rose by 20.1 %, or EUR 65.2 million, to EUR 389.6 million (2018: EUR 324.4 million), the EBITDA
margin to 15.3 % (2018: 13.9 %). At EUR 255.3 million, operating profit was 17.6 %, or EUR 38.2 million,
above the previous year (2018: EUR 217.1 million), with MM Packaging accounting for around 60 % and
MM Karton for around 40 % of this growth. In the course of the initial consolidation of the Tann-Group,
one-off expenses from acquisition effects of EUR -4.8 million were reported due to the recognition of
order backlog and inventory measurement. The Group's operating margin totaled 10.0 % (2018: 9.3 %),
the return on capital employed amounted to 15.4 % (2018: 15.0 %).

Financial income totaling EUR 1.4 million (2018: EUR 1.3 million) was offset by financial expenses of
EUR -8.4 million (2018: EUR -6.1 million). “Other financial result — net” changed to EUR 2.8 million (2018:
EUR 5.6 million) in particular due to higher foreign currency gains in the previous year.

Profit before tax increased accordingly by 15.2 % to EUR 251.1 million (2018: EUR 217.9 million). Income
tax expense amounted to EUR 60.9 million (2018: EUR 53.7 million), resulting in an effective Group tax
rate of 24.3 % (2018:24.7 %).

Profit for the year, earnings per share

Profit for the year went up by 15.8 % to EUR 190.2 million (2018: EUR 164.2 million). The net profit margin
remained almost unchanged at 7.5 % (2018: 7.0 %). An unchanged total average of 20,000,000 shares
was outstanding in the reporting year, resulting in earnings per share of EUR 9.49 (2018: EUR 8.18) based
on the profit for the year attributable to the shareholders of the Company of EUR 189.7 million (2018:
EUR 163.7 million). Cash earnings generated by the Group rose to EUR 310.4 million (2018: EUR 269.7 million),
achieving a cash earnings margin of 12.2 % (2018: 11.5 %).
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Assets, capital, and liquid funds

Consolidated balance sheets (condensed version)

(in millions of EUR) Dec. 31, 2019 Dec. 31, 2018
Non-current assets 1,442.2 1,003.8
Current assets 980.5 1,061.9
Total assets 2,422.7 2,065.7
Total equity 1,508.3 1,384.8
Non-current liabilities 419.8 307.6
Current liabilities 494.6 373.3
Total equity and liabilities 2,422.7 2,065.7

As of December 31, 2019, the Group's total assets amounted to EUR 2,422.7 million and were thus
EUR 357.0 million above the value at the end of 2018 (EUR 2,065.7 million). This increase is primarily
due to the initial consolidation of the Tann-Group. The Group's total equity rose from EUR 1,384.8 million
(December 31, 2018) to EUR 1,508.3 million, mainly as a result of profit. The equity ratio maintained a
sound level at 62.3 % (December 31, 2018: 67.0 %). Return on equity was at 13.1 %, after 12.1 % in the
previous year.

Financial liabilities, primarily of a long-term character, increased from EUR 211.7 million at year-end 2018
to EUR 3456.4 million on December 31, 2019, due to the acquisition and the financing of the company
purchase as well as the first-time inclusion of lease liabilities according to IFRS 16.

At EUR 126.8 million, total funds available to the Group were below the comparative figure for the pre-
vious year (December 31, 2018: EUR 261.1 million), mainly owing to the purchase price payment for the
acquisition of the Tann-Group and the dividend payment. Net debt thus amounted to EUR 218.6 million
at the end of 2019 (December 31, 2018: net liquidity of EUR 49.4 million). Furthermore, credit lines totaling
EUR 446.0 million were available to the Group (December 31, 2018: EUR 392.9 million), which can be
used at any time.

Non-current assets grew largely acquisition-related from EUR 1,003.8 million to EUR 1,442.2 million.
Property, plant and equipment went up by EUR 181.9 million to EUR 1,034.5 million (December 31, 2018:
EUR 8562.6 million), with a major part of the increase being due to the company purchase and the first-
time application of IFRS 16 (Leases). Current assets, at EUR 980.5 million, were below the value at the
end of 2018 (EUR 1,061.9 million).
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Cash flow development

Consolidated cash flow statements (condensed version)

Year ended Year ended

(in millions of EUR) Dec. 31, 2019 Dec. 31, 2018
Net cash from operating activities 3314 250.1

Net cash from investing activities (380.6) (119.0)
Net cash from financing activities (87.1) (69.3)
Effect of exchange rate changes 2.1 13

Net change in cash and cash equivalents (< 3 months) (134.2) 63.1
Cash and cash equivalents (< 3 months) at the end of the year 126.8 261.0

At EUR 331.4 million, cash flow from operating activities was EUR 81.3 million above the comparative
value of the previous year (2018: EUR 250.1 million). The higher cash-effective result, which contrasted
with higher income tax payments, substantially contributed to this increase.

Cash flow from investing activities changed from EUR -119.0 million to EUR -380.6 million. This differ-
ence particularly results from the purchase price payment for the acquisition of Tann-Group in the
amount of EUR 267.7 million as well as an increase of payments for the acquisition of property, plant and
equipment and intangible assets from EUR 130.0 million to EUR 136.1 million.

Investment expenditures at MM Karton amounting to EUR 75.1 million (2018: EUR 75.8 million) were
mainly related to technical modernization and expansion with a focus on the sites in Neuss and Gerns-
bach, Germany, Kolicevo, Slovenia, and Eerbeek, Netherlands.

Investment expenditures at MM Packaging totaled EUR 61.0 million (2018: EUR 54.2 million) with a par-
ticular focus on technological renewals in Germany, Great Britain, France, Chile, Poland and Austria.

Cash flow from financing activities changed from EUR -69.3 million to EUR -87.1 million. The use of

short-term bank credit facilities to finance the acquisition was contrasted by loan repayments and the
dividend payment for the financial year 2018.
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Definition of financial indicators

Cash earnings
Sum of profit for the year before depreciation, amortization as well as impairment of property, plant and
equipment and intangible assets and before non-cash-effective and deferred taxes.

Cash earnings margin
Cash earnings divided by sales.

EBITDA (Earnings before interest, income taxes, depreciation and amortization)
Operating profit plus depreciation, amortization and impairment of property, plant and equipment and
intangible assets.

EBITDA margin
EBITDA divided by sales.

Employees
Employees at the end of the year, including apprentices and part-time employees on a pro-rata basis.

Equity ratio
Total equity divided by total assets.

Net debt/Net liquidity

The sum of current and non-current interest-bearing financial liabilities, including lease liabilities ac-
cording to IFRS 16 less cash and cash equivalents. In case the sum of cash and cash equivalents exceeds
financial liabilities, there is net liquidity.

Net profit margin
Profit for the year divided by sales.

Operating margin
Operating profit divided by sales.

Return on capital employed (ROCE)

Operating profit divided by the sum of average total equity, average current and non-current interest-
bearing financial liabilities, including lease liabilities according to IFRS 16, average provisions for non-
current liabilities and charges and average obligations with regard to non-controlling (minority) share-
holders according to IAS 32, less average cash and cash equivalents.

Return on equity (ROE)
Profit for the year divided by average total equity.

All indicators were calculated exclusively on the basis of the information provided in the consolidated
financial statements.
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BUSINESS DEVELOPMENT IN THE DIVISIONS

MM Karton

Restrained demand and intensified competition characterized the general conditions on the European
cartonboard markets in 2019. Against this background, MM Karton was nevertheless able to solidly
maintain its position, retain or increase market shares and convince with attractive, highly functional
and sustainable packaging solutions. We continued to attach high priority to price discipline and the
pursuit of a selective sales policy. The specialization of the mills as well as growth with an optimized
product portfolio and the expansion of our focus on European business were pursued consistently.

Prices for mixed grades of recovered paper on the fiber markets declined gradually, while those for prod-
ucts based on virgin fibers decreased from a high level

At 97 % (2018: 97 %), capacities in the division were again highly utilized. Investments focused on ena-
bling further growth through continuous technological development of our mills and increasing product
and service performance. Since 2018, we have attached special priority to digitalizing our business pro-
cesses, and today, we benefit from high speed, perfection, and efficiency.

Owing to more short-term planning of customers, the average order backlog of 68,000 tons was below
the comparative figure of the previous year (2018: 77,000 tons).

Cartonboard production grew by 3.5 %, or 59,000 tons, to 1,723,000 tons (2018: 1,664,000 tons). 1,382,000
tons (80 %) were attributable to recycled fiber-based cartonboard and 341,000 tons (20 %) to virgin fiber-
based cartonboard (2018: 1,313,000 tons or 79 % and 351,000 tons or 21 %, respectively). Based on the
average number of employees, 687 tons per employee were produced (2018: 663 tons). At 1,705,000 tons,
cartonboard sold was slightly below production and 2.5 % above the previous year (2018: 1,663,000 tons).

Sales increased in line with sold volumes to EUR 1,078.3 million (2018: EUR 1,062.2 million). As in the
previous year, sales to European markets were slightly higher, with a share of around 65 % in Western
Europe (2018: 63 %) and 22 % in Eastern Europe (2018: 21 %), resulting in the sales share in countries
outside Europe decreasing to 13 % (2018: 16 %). With a share of deliveries of 12 %, or 201,000 tons (2018:
12 % or 193,000 tons), MM Packaging was again MM Karton's largest customer.

Operating profit grew by 14.6 %, or EUR 14.1 million, to EUR 110.5 million (2018: EUR 96.4 million), pri-
marily due to lower direct costs and slightly better average prices. The operating margin reached
10.2 % following 9.1 % in 2018, the return on capital employed was at 17.2 % (2018: 15.9 %). Cash earnings
totaled EUR 129.0 million (2018: EUR 115.6 million), resulting in a cash earnings margin of 12.0 % (2018:
10.9 %).
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Divisional indicators MM Karton

Year ended Year ended

(in millions of EUR) Dec. 31,2019  Dec. 31, 2018 +/-
Sales" 1,078.3 1,062.2 +15%
Operating profit 110.5 96.4 +146 %
Operating margin (%) 10.2 % 91%

Return on capital employed (%) 17.2 % 159 %

Tonnage sold (in thousands of tons) 1,705 1,663 +25%
Tonnage produced (in thousands of tons) 1,723 1,664 +35%

including interdivisional sales

MM Packaging

In the course of weaker economic conditions in 2019, planning on the European folding carton market
was also more restrained and stocks were reduced along the entire supply chain. Consequently, and due
to still sufficient capacity reserves, the high level of competitive intensity and consolidation in the in-
dustry continued.

Despite temporary heterogeneous capacity utilization among the plants, MM Packaging reported a sta-
ble overall development as a result of the good order backlog. Measures aimed at improving cost effi-
ciency and value added as well as gaining new business were pursued and implemented systematically.
In this connection, the strategic focus remains on maintaining strength and exploiting growth opportu-
nities on individual markets such as FMCG (fast moving consumer goods), packaging for tobacco prod-
ucts, pharmaceuticals, and personal care with specialized plants through maximum cost efficiency and
quality.

Particular focus in 2019 was placed on integrating the Tann-Group acquired at the beginning of the year
into the division. This developed according to plan using synergies arising from technological proximity
and organizational integration. Like the development in the course of the year, the annual result of
MM Packaging is mainly characterized by the initial inclusion of the Tann-Group.

Processed tonnage of cartonboard and paper increased acquisition-related by 2.5 % to 785,000 tons
(2018: 766,000 tons).

Sales went up by 14.0 %, or EUR 193.8 million, to EUR 1,578.0 million (2018: EUR 1,384.2 million), of which
49 % and 33 % were accounted for by Western and Eastern Europe and 18 % by business outside Europe
(2018:57 %; 32 %; 11 %). MM Packaging now supplies a total of over 1,800 customers in various consumer
goods sectors. The main product groups are packages for food, pharmaceutical and tobacco products. A
significant share of business relates to multinational key accounts, reflecting the high degree of producer
concentration. In 2019, around 41 % of sales were generated with the five largest customers (2018: 41 %).
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Operating profit increased by 20.0 %, or EUR 24.1 million, to EUR 144.8 million (2018: EUR 120.7 million),
with one-off expenses of EUR -4.8 million being recorded as a result of the initial consolidation. The
operating margin therefore only rose slightly from 8.7 % t0 9.2 %.

The return on capital employed was at 14.2 % (2018: 14.3 %). Cash earnings went up by 17.7 % to
EUR 181.4 million (2018: EUR 154.1 million), while the cash earnings margin reached 11.5 % (2018: 11.1 %).

Divisional indicators MM Packaging

Year ended Year ended
(in millions of EUR) Dec. 31,2019  Dec. 31, 2018 +/-
Sales? 1,578.0 1,384.2 +14.0%
Operating profit 1448 120.7 +20.0%
Operating margin (%) 92 % 8.7 %
Return on capital employed (%) 142 % 143 %
Tonnage processed (in thousands of tons) 785 766 +25%

U including interdivisional sales
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RESEARCH AND DEVELOPMENT

The research and development activities of the Mayr-Melnhof Group focus on sustainably securing and
strengthening competitiveness and growth capability through progress in the two divisions MM Karton
and MM Packaging.

This is based on our strategic orientation of maintaining market leadership in the long term on the basis
of cost, technology and innovation leadership. We therefore aim at identifying market needs and future
trends at an early stage and exploiting them to create added value for our customers and the Company
by using state-of-the-art technologies. Thereby, we draw on a broad spectrum of resources and regularly
include aspects of the entire supply chain in our product solutions.

Innovation - interdisciplinary collaboration within the Group

Our R&D activities are based on collaboration between experts from various areas of the Group, drawing
on the long-standing knowledge base in the divisions. Moreover, external specialists and research insti-
tutions are involved when appropiate. Both divisions have a proven innovation process that ensures that
developments are accompanied by the necessary resources from idea generation to implementation.

We pay equal attention to product and process innovation, with the common goal of bringing innovation
to the market quickly and generating added value based on them in a timely manner. We strive to ensure
that our products and methods comply with the latest requirements and technical possibilities at an
early stage. Therefore, we take a proactive approach that includes aspects of basic research as well as
visionary concepts and ideas. We ensure that our products continue to develop in a future-orientated
manner and always in compliance with regulations through close cooperation with standardization and
legislative bodies.

A trend towards sustainability and naturalness - efficiency in implementation

Sustainable, plastic-free packaging, a natural appearance, convenience, and safety as well as perfect in-
tegration into online sales and communication are currently the defining requirements and trends in
packaging. In close cooperation with our customers we develop individual solutions in line with these
specifications and ensure maximum performance and efficiency in their implementation.

Innovation activity in the MM Karton division in 2019

The innovation activities of MM Karton in 2019 again aimed at further improving product properties
such as appearance, printability, stiffness, and barrier quality of existing products but also at developing
completely new products with special properties (e.g., grease and migration barriers). Thereby, we al-
ways attach great importance to high efficiency in production and the environmentally friendly use of
resources. In addition, we pay attention to the best possible performance of our cartonboard products
during their further processing already at the stage of their development.
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Fundamental findings regarding the combination of known but also new materials are provided by the
research center of the Austrian cartonboard mill at Frohnleiten. A particular focus in 2019 was placed on
cooperation with external research institutes, universities, customers, and suppliers. One of the aspects
examined was the industrial feasibility of new processes.

Share of new products increased further

The share of new or realigned products not older than four years already accounted for more than one
fifth of total sales of MM Karton in 2019. It is our aim to further increase this share through close coop-
eration between sales and technology with our customers. The strategic background is based on the
"Renovation" project, which redefines the products of individual mills for specific markets and applica-
tions in order to generate growth and added value through value creation.

Market launches in 2019 particularly involved the following products:

The Astracolor™ Performance recycling quality from the Austrian mill at Frohnleiten provides maximum
efficiency in the processing and packaging process. It has excellent surface properties and particularly
good stiffness for excellent packaging stability in the end product.

The high-quality recycled fiber-based cartonboard UT Tray Black from the Austrian mill at Hirschwang
with an environmentally friendly moisture barrier was specifically designed to meet the requirements of
fruit and vegetable trays. The black front ensures the optimum presentation of colorful fruit and vegeta-
bles while the brown back conveys naturalness.

Innovation activity in the MM Packaging division in 2019

MM Packaging's innovation network

MM Packaging's innovation network offers relevant and convincing solutions for the success of our cus-
tomers at every stage of the innovation process. It comprises the following institutions: PacProject, the
creative Innovation Center in Hamburg, the Premium Printing Center in Trier, and the Technical Compe-
tence Center for coordinating targeted customer briefings with the local Packaging Development Centers
and individual plants. In order to also take into account the customers' needs in terms of technical orien-
tation and equipment, close cooperation takes place with the Divisional Technical Support Team.

MM Packaging's innovation process starts with the creation of trend studies, idea generation, and concept
studies up to the first prototypes. These first steps usually take place at PacProject in Hamburg.

At the Premium Printing Center in Trier, highly innovative technologies are used to create packaging de-
signs with extraordinary effects in the shortest possible time.
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Current priorities for innovation

Natural appearance was the trend of the year 2019 in the packaging industry. The technical possibilities
for developing products with a natural appearance were demonstrated and implemented in workshops
together with customers. Above all, it is the interplay of a wide variety of cartonboard surfaces, artwork,
coatings, and printing inks matched to the surface that makes it possible to present folding carton pack-
aging in a natural look.

Innovation also focused on the reduction or replacement of plastic in packaging for a wide range of daily
needs. MM Packaging's broad field of innovation ranged from packaging for electronics to tissue boxes
and sugar packaging.

Awards for special sustainability

MM Karton was honored in several categories at the European Carton Excellence Awards, the most
prestigious competition for cardboard packaging. Packaging solutions in qualities such as Multicolor
Mirabell™, Multicolor Spezial™, MM Topliner™, Accurate™, FOODBOARD™ and Multicolor Belve-
dere™ gained awards for their sustainability and environmental friendliness.

Furthermore, MM Packaging and MM Karton received joint prizes at the "Carton Austria Awards" for
particularly sustainable, plastic-free, and visually outstanding packaging.
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RISK MANAGEMENT

The Mayr-Melnhof Group is exposed to a variety of general and industry-specific risks in connection
with its global operations. The current or expected economic situation in particular has a significant
influence on the Group's risk situation owing to the special significance of private consumption for the
demand for cartonboard packaging. Since the geographical business focus is on Europe and as car-
tonboard packaging is defined as a local product due to transport costs and service, the economic con-
ditions in the major European economies are of great importance. In procurement, the development of
the fiber and energy markets is of particular relevance in risk assessment. The risk situation of the Group
can be classified as essentially unchanged for the financial year 2019 and the beginning of 2020. Taking
into account the safety and control instruments already in use and the early warning indicators, no sig-
nificant risks are currently identifiable that could endanger its existence or impair its development.

Owing to a long-term focus on the core business areas the Group has a solid base for identifying poten-
tial risks at an early stage and to adequately assess any possible consequences thereof. Dealing with
risks is set out in a risk management system. It involves the systematic identification, assessment, con-
trol, and reporting of significant events and risks which could potentially endanger the Group's existence
and influence its development. We define the term risk as a negative deviation from the corporate ob-
jectives resulting from an event that might occur in the future with a certain degree of probability. The
risk management system aims at limiting substantial risks to an acceptable level by means of suitable
measures. The existence of the Group and its ability to create value should thus be safeguarded over the
long term.

For each risk that is identified and considered to be significant for the Group, specific control, steering and
safeguarding measures are determined, taking into account the Group-wide risk policy, in order to manage
the respective risk. These measures are continuously evaluated and developed or amended. They are ori-
ented towards improving the Group'’s risk position, however without restricting possible opportunities.

The Management Board is responsible for the Group's risk management, defines the risk policy, which
is generally characterized by a conservative approach and sets the framework for Group-wide risk man-
agement Risk prevention and risk reduction are given priority and are, as far as economically justifiable,
achieved by appropriate control measures and complemented by the Group's insurance program.

The "Risk Management Compliance" department which directly reports to the Management Board en-
sures that risk management is implemented and conducted on behalf and in the interest of the Manage-
ment Board. Each risk area that is considered to be significant is assigned to a risk area officer with
relevant expertise who is responsible for analyzing, assessing, controlling, and monitoring the respective
risks. Thus, the risk management process does not take place in an isolated way, but as an integral part
of the organization and its procedures. The identified risks are evaluated in terms of potential damage
and probability of occurrence before as well as after taking safeguarding and steering measures.
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The Group’s auditor assesses the functionality of the risk management system and reports to the
Supervisory Board and the Management Board.

The most significant risk areas to which the Group is exposed and the measures to manage these risks
are described below.

Sales

The demand for cartonboard packages correlates with private consumption, especially with the demand
for consumer staples. Market risks may thus arise in particular from the overall economic development
as well as political and regulatory conditions on individual sales markets.

Owing to sufficiently available capacities of providers, the sales markets of the cartonboard and pack-
aging division have been characterized by intensified competition for many years. The Group therefore
sustainably pursues a strategy of further asserting and extending the market leadership position of both
divisions over the long term through cost, technology, and innovation leadership.

The Group has a total of several thousand customers. The cartonboard division sells unprocessed car-
tonboard in particular to the medium-sized European folding carton industry and generates around 49 %
of divisional sales with 20 main customers, including MM Packaging. The packaging division supplies
printed cartonboard packages to consumer goods manufacturers and generates around 80 % of divi-
sional sales with multinational customers. The level of dependency on individual customers is still con-
sidered as manageable.

Customers assess their supplier base and locations network in constant evaluations in order to optimize
costs and exploit growth opportunities. This can lead to relocation and new allocation of business. The
Group's broad positioning in a great number of market segments and the geographical width of market
presence contribute to minimizing risk, however.

A broad range of well-established measures has been taken to safeguard market shares and generate
new business. These include a close contact with customers, ongoing monitoring, market analyses, co-
operation in research and development, sustained quality and cost management, continuous investment
activities, a systematic expansion of our customer base, and a regular participation in tenders. Due to
the possibilities of digitalization, potentials for customer retention are used especially in business pro-
cessing and service.

The increasing public interest in sustainability and health in recent years has been accompanied by
growing demands from customers, interest groups and legislators with regard to sustainable packaging
solutions as well as their product quality and safety. It is a particular priority for MM to meet these
requirements in order to minimize a potential risk to sales, compliance or reputation. Especially packag-
ing with food contact is subject to strict legal regulations and customer requirements, and MM ensures
compliance with these through a variety of effective measures. Embedded in an institutionalized frame-
work, both divisions continuously implement R&D activities that undergo continuous further develop-
ment. This makes it possible to offer safe and innovative products that are sustainably in line with market
demands. MM meets the high product safety and quality requirements by certifying all production sites
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according to ISO 9001 and through regular quality assurance measures and inspections. As a result,
100% of all MM cartonboard grades are tested with regard to their impact on consumer health and safety.
In particular in the area of food packaging, additional established safety measures ensure compliance
with strict legal and customer requirements, thus contributing to customer satisfaction and safeguard-
ing sales. These include comprehensive certification in accordance with food safety and hygiene stand-
ards, continuous R&D activities, and quality controls with regard to the interaction between packaging
and contents (migration studies), as well as measures to meet product traceability requirements.

In terms of sustainable, environmentally friendly packaging solutions, MM benefits as a whole from a
positive perception of cartonboard as a packaging material by the general public and customers. Partic-
ular importance is currently attached to substitution possibilities for plastic packaging using car-
tonboard applications which are being taken up proactively and in a customer-orientated manner. Fol-
lowing the trend towards light weight cartonboard packages, MM Karton has extended its range of
qualities with low grammages.

The market for cigarette packaging is subject to regulatory risk due to the protection of non-smokers
and minors, which is associated with potential effects on sales development. This can affect both the
quantity and the value of the product. This is because more and more countries around the world are
prescribing "plain packaging", i.e. standard packages without a brand logo and with larger warning la-
bels. The Member States in the European Union have implemented the EU Tobacco Products Directive
(TPD2). The impact on the relevant sales of the MM Packaging division cannot be quantified yet, but the
risk is minimized by broad global geographic sales and a close cooperation with cigarette manufacturers.
Companies operating for the tobacco industry may be subject to discrimination in the public perception.

Production

Production plants and processes in the Group are state-of-the-art and are developed systematically or
renewed. The focus is placed on a sustainably responsible production, taking into account economic,
environmental, and social aspects with the aim of creating consistent benefits for our stakeholders, in
particular customers, employees, and shareholders.

This primarily involves an economical use of resources (especially of fibers, cartonboard, energy, water,
chemicals, and transport) for our production, a high solution expertise, and guaranteeing quality while
maintaining a sound financial conduct. We therefore focus on continuous performance benchmarking
among locations, innovation, and sustainable investments in the latest technology. Potential further au-
tomation is actively pursued and implemented. The aim is to establish the highest possible standards
throughout the Group.

MAYR-MELNHOF KARTON AG, ANNUAL REPORT 2019 73



MANAGEMENT REPORT

A high degree of the plant's technical availability (operational readiness) is crucial in both cartonboard
and folding carton production. Continuous electronic monitoring of individual machines and sections of
machines, revisions, maintenance and certifications as well as risk engineering in collaboration with
insurance companies are among the most important preventive measures for maintaining continuous
operations. Furthermore, division-wide back-up concepts secure readiness for supply even in the event
of long-term interruptions of operations. The opportunity to produce individual products in various lo-
cations constitutes a core element.

Meeting required quality standards and norms is an essential precondition for the sustainable competi-
tiveness and attractiveness of our products and services. Constant quality assurance measures across
the value added chain record compliance with high standards and enable traceability of products. On-
going investment as well as R&D activities, market observation, and a longstanding collaboration with
national and international standardization bodies and lobbies allow us to evaluate and consider new
findings and interpretations as well as future developments in a timely manner.

We keep risks regarding investments, technical innovation, and integration of acquisitions limited by
focusing on our core competences. Before their realization, investment plans are subjected to a standard
multi-level approval process as well as clearly defined tendering procedures involving the specialist de-
partments concerned. Furthermore, investment projects are accompanied by a continuous control of
qualitative as well as quantitative aspects. Product and process innovation is subjected to extensive test
phases and generally assessed in pilot projects before being rolled out.

Procurement

The performance of both divisions requires the use of certain essential raw materials and input factors
which are mainly obtained externally. In the division MM Karton, these include especially fiber materials,
in particular recovered paper and groundwood pulp, as well as energy, chemicals, and logistics services.
With regard to the division MM Packaging, these include primarily cartonboard and paper as well as
printing inks, varnishes, glue and finishing materials, but also tools and packaging materials. For pro-
curement there is basically a risk of availability concerning quantity and quality as well as a price risk.
We particularly counter the risk of availability through regular market and demand monitoring and con-
tinuous contact with a majority of suppliers. We ensure compliance with the agreed properties by in-
coming goods inspections, continuous quality monitoring, and visits to suppliers. Where reasonable and
possible, tenders are conducted for current purchasing volumes.
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Recovered paper is the most essential raw material for MM Karton and sufficiently available in Europe. The
division procures it via its own European procurement organization mainly by monthly or spot orders as
well as longer-term contracts. Long-term contracts make it possible to absorb short-term price peaks. As
a result of high recycling quotas in Europe and existing reserves, sufficient supply of recovered paper is
assured. The additionally required groundwood pulp is mainly produced internally in the cartonboard mills
and in our Norwegian fiber mill FollaCell

In close cooperation between production and engineering we take state-of-the-art measures to control the
consumption and optimize the use of raw materials. In this regard, opportunities for substitution and ad-
justments of formulations are regularly evaluated.

Based on the profit center principle, purchase of cartonboard and paper for the MM Packaging division is
conducted by its own procurement organization with continuous screening of various cartonboard and
paper producers.

Significant price changes of strategically important input factors are taken into account by appropriate
clauses in long-term agreements.

Energy (gas and electricity) is an input factor of strategic importance, especially for the division
MM Karton. In risk assessment, purchase price, basic availability, and purchase opportunity are essential
parameters. The latter refers to the physical availability of energy, which mainly depends on the political
stability of producer and transit countries. The minimum purchase quantities are defined in various en-
ergy agreements. If the level of those is not reached due to standstills or technical faults, compensation
settlements are due (take-or-pay rule). In order to manage the risk, we rely on concluding long-term
framework purchase contracts, continuously monitoring price development and existing hedging con-
tracts as well as linking production and sales planning to the purchase of energy. Medium-term pur-
chasing policy is managed based on regular consultations between the management and an energy
procurement team with Group-wide responsibility. Furthermore, measures aimed at reducing specific
energy consumption are continuously implemented.

Due to the political objective of reducing greenhouse gas emissions in the industry, all mills in the car-
tonboard division are confronted with a regulatory risk regarding the availability of emission permits
(COz certificates) which are issued restrictively according to the "cap & trade" principle. Thanks to en-
ergy-efficient facilities and correspondingly good benchmarking results, MM Karton continues to benefit
from a partly free allocation of emission permits and currently holds sufficient COz certificates. It is ex-
pected that the EU will gradually reduce free allocations in order to create incentives for further emission
reductions. If necessary, MM Karton can however, procure missing certificates on the free market under
the EU emission trading system, whereby a price risk must be taken into account. MM Packaging also
faces the risk of indirect emissions pricing. Based on the European Effort Sharing Regulation, certain
sectors (heating and transport) face a COz levy, which may have an impact on the cost side of both
divisions as a result of onward charging. Further details on greenhouse gas emissions can be found in
the consolidated non-financial report.
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Human Resources

The Group relies on qualified, motivated, and performance-oriented employees at all levels in order to
achieve corporate success. We promote sustainable collaboration through continuous personnel devel-
opment, education, appropriate remuneration and bonus systems as well as a practiced value and corpo-
rate culture with the aim of tying our employees to the Company in the long run and finding suitable top
performers for vacancies. Targeted measures in HR marketing are implemented to ensure the Group's
attractiveness as an employer.

Long-term foresighted succession planning and the promotion of junior employees within the Group are
managed via a central "Corporate Human Resources” department. With a wide range of development
and training programs, we systematically establish conditions under which talents can grow, and up-
to-date expertise is made available to the Company over the long term.

Corporate health management takes a large number of support and prevention measures with the goal
of maintaining our employees' health and productivity at a high level over their entire working lives.

Pensions/severance payments/pre-retirement

The majority of employees in the Group is covered by defined contribution plans as part of statutory
pension schemes. Apart from statutory pension schemes, the Group has also made performance- and
contribution-based pension commitments to certain employees on the basis of individual commitments
and company agreements. Furthermore, there are performance- and contribution-based severance ob-
ligations and obligations as part of statutory pre-retirement schemes. For risk monitoring and minimiz-
ing, a clearly structured process of data provisioning, plausibility checks, and verification at the level of
individual companies or the Group is pursued and individual commitments are monitored by the Group's
headquarter.

Liquidity risk is addressed through the use of qualifying insurance policies in Austria and Germany,
pension funds in Great Britain and the Philippines and a collective foundation in Switzerland to cover
assets. The investment involves an assessment risk. External fund assets are invested as conservatively
as possible in line with legal requirements (low equity component, corporate rather than government
bonds).

The continuing low level of interest rates has methodically led to a low discount rate, which increases
the actuarial present value of obligations. The resulting deduction item in equity can be classified as
absolutely manageable in relation to equity. The projected expenses for pensions and severance pay-
ments remain stable.

Financial risks

Corporate planning is based on professional forecasts, assessments, and assumptions concerning future
economic and financial developments in the Group. We try to hold the risk of false estimation at bay by
a close cooperation of the mills with the specialist departments of the Group and the divisions within
the framework of a clearly defined multi-step planning process.
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We counter financing and liquidity risks of the Group in particular by a centrally managed cash and
credit management, the careful selection and a continuous monitoring of national and international
banking partners, and the availability of sufficient credit lines at any time.

Foreign exchange risks are monitored continuously with system support and are limited or reduced by
suitable hedging measures. Hence, the focus is placed on balancing risks naturally by matching receiv-
ables and liabilities at individual subsidiaries and at Group level as well as foreign exchange forward,
swap and option contracts. Currency hedging transactions are mainly performed on a central currency
trading platform. Currencies that are hedged for fluctuations of their exchange rates are in particular the
British pound, the US dollar as well as the Euro for the companies with functional currencies other than
the Euro. The related price risks are reduced as far as possible by currency congruence in business
transactions and by price adjustment mechanisms in long-term agreements. Derivative financial instru-
ments are neither used for trading nor for speculative purposes.

A central management system continuously optimizes working capital and minimizes impairment risks
for inventories. The risk of default on accounts receivable is minimized by constant credit assessment
as well as credit insurance for all customers, with the exception of selected international customers
enjoying the highest credit rating.

Accounting

The Management Board is responsible for establishing and developing an appropriate internal monitor-
ing and risk management system for accounting as well as financial reporting and for preparing the
consolidated financial statements. This ensures the completeness, reliability, and transparency of finan-
cial information. In addition, the appropriateness and efficiency of processes as well as compliance with
statutory, contractual, and internal regulations is guaranteed.

The accounting process covers all essential tasks which ensure that the accounting-relevant infor-
mation is recorded and processed completely, accurately, and in time and that financial reporting is
presented in accordance with the applicable accounting standards.

In the organizational and operational structure, clear responsibilities are defined for the individual com-
panies and the Group. The central departments "Corporate Accounting” and "Planning and Reporting”
are responsible for developing up-to-date uniform Group guidelines as well as for the organization and
control of financial reporting in the Group.

The reporting to the Management Board and Supervisory Board is effected in a regular, comprehensive,
and timely manner. Compliance with internal Group guidelines and processes concerning the recording,
posting, and accounting of business transactions is continuously monitored. The data processing sys-
tems used are developed in a targeted manner and are continuously improved. Accounting processes
and financial reporting are reviewed systematically for potential risks. Improvement measures are taken
as quickly as possible and implemented swiftly. Focus audits are carried out by auditors and the Internal
Audit department.
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Information technology

Central IT management is based on ISO 31000, information security of the central IT on ISO 27001. The
risk of a breakdown of central data processing is limited by a geographically separated backup computer
center and by a variety of preventive measures and checks. Risks regarding information security are
countered by a wide range of security measures according to the Group-wide information security strat-
egy and by the function of an Information Protection Officer who ensures the Group-wide establishment
and continuous update of security standards. Employees are instructed in regular security courses and
trained to maintain a high level of attention.

Other risks

Compliance risks arising from possible non-conformity with standards, laws, ethical codes of conduct,
and, where applicable, voluntary commitments are managed especially by means of protective measures
in the systems, regular, systematic compliance monitoring, the four-eyes principle as well as guidelines,
for example the Code of Conduct (available on our website at https://www.mayr-melnhof. com/en/about-
us/responsibility/code-of-conduct/). Furthermore, we have created the function of a Compliance Officer
who can act autonomously and who is also responsible for compliance training and internal and external
reporting.

The corporate governance report which is an integrated part of the annual report is available on our
website at https://www.mayr-melnhof.com/en/about-us/responsibility/corporate-governance/.

We address the "legal compliance” risk in particular through the function of a Legal Manager who is
responsible for monitoring and controlling the risk area and, if necessary, by calling in external experts.
The aim is to comply with legal requirements, the best possible contractual design of business relation-
ships and, finally, to comply with these contractual requirements. This is intended not least to prevent
the increasing risks of a breach of the law and possible sanctions resulting from ever more stringent
regulation.

In addition to the risks listed here, the Group may be exposed to further risks. We are currently not aware
of any such risks or classify them as insignificant.
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DISCLOSURES ACCORDING TO SECTION 243 A PARA. 1 OF THE
AUSTRIAN COMMERCIAL CODE

Composition of capital, stock categories
Please refer to the information provided in the consolidated financial statements under note 13 a.

Restrictions concerning the voting rights and the transfer of shares

Approximately 57 % of the shares are held by the core shareholder families in a syndicate. There is a
syndicate agreement which regulates the transferability of shares within the syndicate and to outside
parties. Issues that concern the Ordinary Shareholders’ Meeting are decided by the syndicate with
65 % of the voting rights. Modifications of the syndicate agreement require 90 % of the voting rights.

Direct or indirect participation in capital of at least 10 %
According to the information provided to the Company, there were the following minimum participa-
tions of 10 % in the capital at year-end 2019:

MMS Mayr-Melnhof-Saurau Beteiligungsverwaltung KG
CAMA Privatstiftung

Owners of shares with special control rights and a description of these rights
There are no shares with special control rights.

Type of voting rights control for capital participation by employees, if they do not directly
exercise the right to vote
There is no such capital participation model for employees.

Provisions for appointment and revocation of members of the Management Board and the
Supervisory Board and regarding alteration of the Articles of Association of the Company that
do not arise directly from the Act

There are no provisions of this type.

Authorization of the members of the Management Board that does not arise directly from the

Act, in particular with regard to the option of issuing or repurchasing shares
There are no authorizations of this type.
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All significant agreements to which the Company is a party and that take effect are modified
or terminated in the event of a change of control of the Company as a result of a takeover offer
as well as its effects; agreements which would significantly damage the Company if made
public are excepted, unless the Company is obligated to make such information public as a
result of other statutory provisions

The protective clause with regard to the disclosure of this information is invoked. The scope of the busi-
ness in question is considered reasonable.

Existence and significant content of compensation agreements between the Company and the
members of its Management and Supervisory Boards or employees in the event of a public
takeover offer

There are no agreements of this type.

CONSOLIDATED NON-FINANCIAL STATEMENT ACCORDING TO
SECTION 267 A OF THE AUSTRIAN COMMERCIAL CODE

To comply with section 267 a of the Austrian Commercial Code, the option to set up a separate consoli-
dated non-financial report was chosen (see pages 83 et seq.).
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OUTLOOK ON THE FINANCIAL YEAR 2020

This outlook reflects the assessment of the Management Board as of March 16, 2020, and does not take
into consideration the effects of any acquisitions, disposals, or other structural changes in 2020. Previous
and subsequent forward-looking statements are subject to known as well as unknown risks and uncer-
tainties that may result in actual events differing from the forecasts made here.

European economies are showing low momentum. Nevertheless, private consumption continues to
show a stable development and, thus, also the demand for cartonboard packaging. Against this back-
ground, the Group's cartonboard and packaging production facilities have overall again been highly uti-
lized since the beginning of the year. Sales markets, however, remain characterized by intense compe-
tition due to sufficient capacities in the industry.

MM Karton continues to focus on maintaining price levels. The goal for both divisions is to continue to
grow in 2020 and maintain profit quality at a high level

Ongoing investment in state-of-the-art technological innovations and ongoing measures to improve
cost efficiency and optimize the product and sales program are intended to make this possible also in
the future.

The aim is to follow up the record year 2019 in the best possible way in 2020. After a good beginning of
the year we consider the challenges in the course of the year increasing. As in the past, we will continue
to pay high attention to the future-orientated development of our production facilities and products and
the risk-conscious continuation of our global acquisition course.

Vienna, March 16, 2020

The Management Board

Wilhelm Hormanseder m. p.

Andreas Blaschke m. p. Franz Hiesinger m.p.
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1. Energy consumption and emissions in production
2. Transport emissions
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4. Waste in production
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Sustainability 1in the
MM Group

Introduction

Sustainability has always been a decisive success factor in the orientation and management of the
MM Group. Long-term, responsible management is at the center of our activity, independent from fash-
ions and trends. Implementing circular economy is an intrinsic part of our business through the use of
predominantly renewable raw materials in the production of high-quality cartonboard packaging prod-
ucts that can be fully recycled after use. We assume full responsibility in our value-added process, with
the aim of creating added value and opportunities both in economic terms and for our employees, the
environment and society.

The long-term strategic positioning of the Company as market leader based on cost, technology and
innovation leadership as well as the MM Group's rules of conduct serve as foundation and orientation.
The rules of conduct are comprised in our Code of Conduct and include the universal principles of the
UN Global Compact in the areas of labor standards, human rights, environmental protection and the
fight against corruption. This approach is supported by continuous objectives and the allocation of re-
sources within the Group, enabling us to ensure sustainability and a successful future for the MM Group.

The MM Group is committed to the sustainability goals of the United Nations, the Sustainable Develop-
ment Goals (SDGs), and has been a member of the UN Global Compact since February 2020.

The continuous exchange with our stakeholders, whose expectations we want to learn about, has al-
ways been important to us. The impulses we gain from this and our aspiration to implement best prac-
tices allow us to improve continuously and thus exercise responsible global citizenship. Our thanks here
go especially to our employees, because it is due to their long-term commitment and dedication that
MM is able to achieve lasting progress in economic, ecologically social, and societal matters.

The current trend towards sustainable packaging forms means that cartonboard packaging is very well
positioned due to its high recyclability and natural recovery of fibers.

This consolidated non-financial report describes non-financial topics on which the business of the
MM Group has a major impact or which are of particular interest for our stakeholders and how we deal
with them. In doing so, we fulfill our statutory obligation to prepare a consolidated non-financial report
according to Section 267 a of the Austrian Commercial Code, and we report in detail how we deal with
matters of economic, social, and ecological interest. Our aspiration is to continuously optimize our an-
nual reporting, especially by taking into account the findings and requirements of our ongoing stake-
holder dialog.
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The topics described below were determined in the course of a materiality analysis in the Company.
Relevant performance indicators were identified on the basis of the GRI Standards, and the appropriate
internal experts were involved. They also provided assistance in taking into account the interests of our
stakeholders. The definition and collection of non-financial indicators were analyzed throughout the
Group and are intended to be further developed for future reports.

Business model

The production of cartonboard and folding cartons for consumer goods is the core business of the
Mayr-Melnhof Group, which is managed in two divisions, MM Karton and MM Packaging. About 10,000
employees in the Group produce approximately 1.7 million tons of cartonboard per year and process
approximately 785,000 tons of cartonboard and paper, generating annual sales of around EUR 2.5 billion.
MM is present in 20 countries with 7 cartonboard mills! and 45 packaging sites and sells its products to
around 100 countries worldwide, with Europe as main market.

MM Karton is the world's largest producer of coated recycled fiber-based cartonboard and a major pro-
ducer of virgin fiber-based cartonboard. The product and service portfolio of the cartonboard division
comprises a wide range of cartonboard grades for the specific requirements of a great variety of con-
sumer goods industries in both the food and non-food sectors. In line with the product portfolio, which
comprises around 80 % recycled and 20 % virgin fiber-based cartonboard, the major share of the raw
material used is recycled fiber. The significantly lower virgin fiber share consists mainly of groundwood
pulp and a smaller proportion of cellulose. Besides fibers, the most important input factors are coating
chemicals for the cartonboard surface and energy, which mainly comes from natural gas. The main mar-
ket for unprocessed cartonboard is packaging production. All cartonboard products of MM Karton are
produced using renewable fibers and are both recyclable and biodegradable. Customers are mainly fold-
ing carton producers, but consumer goods manufacturers also have an influence on the choice of
cartonboard.

MM Packaging is the largest producer of folding cartons in Europe and in several countries outside
Europe. Production focuses primarily on manufacturing packaging for everyday consumer goods, both
food and non-food. Business activities cover both the volume market of fast-moving consumer goods
(FMCG) and highly specialized packaging markets, such as tobacco, pharmaceuticals, and personal care.
Recycled and virgin fiber-based cartonboard are used as raw materials in roughly equal proportions,
with the majority of cartonboard being purchased from outside the MM Group. In addition to the raw
material cartonboard, inks, varnishes and die-cutting tools are important input factors in the production
of packaging which is more labor-intensive but more energy-extensive than cartonboard production.
MM Packaging's customers include both, multinational and local consumer goods producers.

! In addition, MM Karton produces virgin fibers at the FollaCell site.
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The recycling rate for cartonboard and paper currently totals around 85 % in Europe. Circular economy
is an inherent part of the MM Group's business model through the use of recovered paper in cartonboard
production and the manufacture of recyclable cartonboard packaging.

Impact of business activities on climate change
Cartonboard and cartonboard packaging have two specific advantages:

= They are based on wood, a renewable resource. Wood absorbs CO2 during its growth phase.
= They store carbon and, through recycling, CO; remains bound and is not returned to the at-
mosphere.

When forests are sustainably managed, as in Europe, carbon sequestration in wood increases steadily or
at least remains stable.

In 2019, the COz footprint for cartonboard was recalculated by the RISE Research Institutes on behalf of Pro
Carton. In addition to the fossil emissions previously considered exclusively, resulting mainly from energy
production, the new method now also covers biogenic emissions and their decomposition as well as direct
land use changes. With a CO eq/t value of 326 kg, cartonboard has extremely low COz ratings compared
to other packaging materials, such as plastic, glass, or aluminum. This value is the result of a methodolog-
ically new study initiated by Pro Carton and available at https://www.procarton.com/wp-content/
uploads/2019/10/Carbon-Footprint-Report-2019-Exec-Summary-English-1.pdf. The CO2 footprint of
cartonboard for 2019 has improved by 9 % compared to 2015 when applying the old method.

Relevance of climate change for the business model

We currently consider the direct and short-term effects of climate change on the business of the
MM Group to be insignificant, both, on the sales and procurement side and in terms of overall conditions.
From today's perspective, we also do not expect any significant changes in the medium term due to the
geographical positioning of the MM Group and the availability of raw materials and sustainable sales
markets. The effects of possible future regulatory measures on our business environment are uncertain
and unpredictable.

Opportunities derive in particular from the positive positioning of the renewable product cartonboard
packaging with low CO2 values and high recycling rates. Risks can arise above all from regulatory
changes with regard to the raw materials and energy used and transportation. MM pursues consistent
minimization of specific consumption as well as an optimization in the planning, use and choice of
means of transport.

86 MAYR-MELNHOF KARTON AG, ANNUAL REPORT 2019



CONSOLIDATED NON-FINANCIAL REPORT

Strategy

Safeguarding sustainable profitability is at the center of the MM Group's corporate strategy. It forms the
basis for maintaining our current position and further expanding the Group. MM strategically focuses
on four pillars in order to safeguard its profitability over the long term:

= Focus on core business,

=  Market leadership through cost, technology and innovation leadership,
=  Long-term orientation, and

= Expansion.

This approach has proved very successful in the past and will therefore be continued.

Focus on core business

By focusing on cartonboard and folding carton products, we concentrate our resources on our core busi-
ness and implement circular economy as an integral part of our business activity. We manufacture prod-
ucts from predominantly renewable raw materials that can be completely recycled after use.

Market leadership through cost, technology and innovation leadership

In our business, sustainable success on the market and with customers is achieved through continu-
ously improving cost efficiency, technological progress and the willingness to take new paths. We aim
to maintain long-term market leadership through a high level of competitiveness by consistently imple-
menting best practice and investing in these three dimensions. We are convinced that this aspiration
can only be achieved in a corporate culture characterized by profitability, transparency and trust, in
which our actions are based on responsibility, performance and passion as fundamental values of MM
that are put into practice. We thereby create progress and sustainability for both, the Company and our
stakeholders.

Long-term orientation

Our business development focuses on the long term and prioritizes profitability and solidity. Principles
of conduct which are summarized in our Code of Conduct (CoC) and include the universal principles of
the UN Global Compact in the areas of human rights, labor standards, environmental protection and the
fight against corruption provide the guidelines for responsible conduct of our employees. We also expect
our business partners to comply with all legal regulations and industry standards at all times and to
implement similar principles of responsibility. We oblige our suppliers to comply with our CoC in our
terms and conditions of purchase.

For us, good corporate governance, understood as the responsible management and control of companies
that go beyond the legal requirements and aimed at long-term value creation is both an aspiration and
an obligation. This includes efficient cooperation between the Management Board and the Supervisory
Board and respect for shareholders' interests as well as openness and transparency in corporate commu-
nication. Our annual Corporate Governance Report covers developments in this area as well as compli-
ance with the Austrian Corporate Governance Code (OCGK), to which the Company has committed itself.
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As a further essential pillar of its long-term orientation, the MM Group operates a comprehensive risk
management system that encompasses all business units and divisions. The Management Board defines
the risk policy and the overall parameters of the risk management system.

Expansion

Growth from a position of strength and expansion in order to sustainably strengthen the MM Group
determine our path. In doing so, we always ensure a balance between opportunities and risks for the
Company. We achieve expansion by improving the competitiveness of existing sites, greenfield projects
and acquisitions. Sustainable growth thus takes place both organically and through acquisitions. We
accompany our customers in their expansion processes, open up new sales areas and penetrate existing
markets with highly competitive and innovative products.

Responsible parties — organizational integration
The ultimate responsibility for non-financial matters lies with the Management Board.

In the Group, the central function “Sustainability Management” has been set up, reporting directly to
the Management Board and ensuring that sustainability management is implemented and operated on
behalf of and in the interests of the Management Board. This central function was set up to conduct a
materiality analysis, data collection, and reporting. The respective local management exercises its man-
agerial duties, with each employee making her or his own contribution. Sustainability management
therefore does not take place in an isolated way, but as an integral element of the organization and its
processes.

PwC Wirtschaftspriifung GmbH, Vienna, has performed an independent audit of the consolidated non-
financial report with limited assurance. The respective report can be found on page 128.

The Supervisory Board complies with its legal obligation of auditing the consolidated non-financial report.
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Stakeholders

The MM Group is aware of its responsibility vis-a-vis a large number of stakeholder groups and assumes
this responsibility with the aim of creating added value.

In an analysis along the value added chain involving internal experts from various business areas, the
following stakeholder groups were identified:

Stakeholders of the MM Group

= Customers and consumers

=  Employees

= Capital markets (e.g., shareholders, analysts)

= Suppliers

= Public bodies (e.g., politicians, authorities, inspection bodies, NGOs)
= Industry associations

= Media

= Residents

Stakeholder dialog

As a leading company in the European cartonboard and folding carton industry, the MM Group main-
tains a variety of relationships with different stakeholder groups. The dialog with them gives us the
opportunity to understand their concerns and expectations, identify potential for improvement, and take
appropriate action. Our stakeholder dialog takes place in a number of different ways. We use modern digital
means of communication, such as the Internet and intranet platforms, e-newsletters or online surveys, as
well as direct personal contact in one-on-one discussions with customers and suppliers and forums of
various formats. MM is regularly represented at relevant trade shows and congresses, takes part in com-
petitions and is involved in European (e.g., CEPI, ECMA) and national interest groups (e.g., VDP, Austropa-
pier) on a long-term basis. Employee appraisals are generally held once a year. Shareholders and capital
market participants are in regular contact with the Investor Relations department.
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