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To our stakeholders | Letter of the CEO

Heidelberg,
21March 2025

Dear Shareholders,
Dear Readers,

The year 2024 was yet another turbulent year - both
politically and economically. Despite these challeng-
ing times, we continue to drive forward our ambitious
transformation and maintain our growth trajectory.
Once again, we are pleased to report very good
company results for Heidelberg Materials in the past
financial year.

We increased our operating result by 6% to €3.2 bil-
lion and kept our return on invested capital (ROIC)
constant at almost 10%. We further expanded our
presence in several important growth markets.
Thanks to our broad geographical positioning, com-
bined with active cost and price management, we
were able to more than compensate for the decline
in demand for our building materials in individual
regions.

Our transformation reaches
a critical stage

I am particularly proud that we have again achieved
important milestones on our transformation path in
the past year. With the mechanical completion of our
flagship project in Brevik, Norway, we have paved
the way for the commissioning of the world’s first
industrial-scale carbon capture and storage (CCS)
facility at a cement plant. We will very soon be in a
position to deliver evoZero® carbon captured cement
with a net-zero footprint to our customers in Europe
later this year. This makes us the first company in the
world to prove that this widely used building material
can be completely decarbonised.

We consider CCUS an important tool for achieving
net-zero emissions, but it is only part of the solution.
We also place a strong focus on more conventional
CO, reduction measures. In Ghana, the world’s larg-
est calcined clay plant with a capacity of more than
400,000 tonnes a year will shortly go into operation.
Calcined clay enables extensive substitution of
CO,-intensive clinker in cement. We have converted
our plant in Speed, Indiana, USA to the production

Heidelberg Materials 2024

Dr Dominik von Achten
Chairman of the Managing Board
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“We strive for both making cement
more sustainable and continuing

to grow profitably in the long term.
In 2024, we successfully maintained

this trajectory.”

of slag cement from domestically sourced slag gran-
ules. Using slag cement in concrete production can
cut CO, emissions significantly.

We are also reducing our carbon footprint in produc-
tion through ongoing modernisation efforts at our
plants. At the Edmonton cement plant in Alberta,
Canada, we now achieve an alternative fuel rate of
50%. In Egypt, we commissioned our own plant for
generating electricity from waste heat in 2024, which
will meet about 15% of the electricity demand of our
plants in Egypt with green electricity in the future.

In addition to these activities, we are doing everything
we can to recycle our valuable resources as efficient-
ly as possible and close the loop. In July, we commis-
sioned an innovative recycling plant for selective
separation at our production site near Katowice in
Poland. The first-of-its-kind facility features a propri-
etary crushing mechanism to fully recycle demolition
concrete, thereby helping to replace virgin materials
in concrete production.

Overall, we were able to reduce specific net CO,
emissions to 527 kg per tonne of cementitious mate-
rial in the past financial year. We intend to build on
these achievements.

Significant progress
in our portfolio optimisation

We strive for both making cement more sustainable
and continuing to grow profitably in the long term.
In 2024, we successfully maintained this trajectory
and strengthened our presence in core markets
through groundbreaking acquisitions.

In North America and Asia-Pacific in particular, we
made several acquisitions that strike an excellent
balance between growth and sustainability. With
Highway Materials, we have acquired one of the larg-
est independent suppliers of aggregates, asphalt,
and recycled materials in the Greater Philadelphia
market. The acquisition of ACE Group, the largest

supplier of pulverised fly ash in Malaysia, has strength-
ened our presence in the growth market there while
allowing us to meet the rising demand for fly ash in
order to reduce the CO, intensity of cement.

Accelerating transformation
with discipline and innovation

We further reduced our costs, advanced our trans-
formational digital agenda, and expanded our sus-
tainable financing portfolio to ensure we can contin-
ue our transformation towards sustainable products
and profitable growth even in a dynamic market en-
vironment.

In November, we announced the “Transformation
Accelerator” initiative. This is focused on optimisation
of the production network, cross-functional efficien-
cy enhancements, and the implementation of techni-
cal measures on a global level. We are placing par-
ticular emphasis on optimising the clinker and cement
network in Western Europe. For example, we ceased
clinker production at our cement plants in Hanover
and Aforga, Spain, in the reporting year and convert-
ed the facilities to grinding plants. Overall, the initia-
tive is expected to achieve an annual gross contribu-
tion to results of €500 million by the end of 2026.

Digitalisation is becoming an increasingly important
driver of transformation and innovation for our
business. Together with our participations Command
Alkon and Giatec Scientific, we are building the lead-
ing digital ecosystem for the aggregates, concrete,
and asphalt industries. By means of this ecosystem,
we are increasing the efficiency of our business pro-
cesses, boosting margins with the help of artificial
intelligence, and reducing CO, emissions.
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The digital future of our industry lies in the cloud.
Together with Command Alkon, we are redefining the
core processes of our industry and making them
accessible on a cloud-based platform. An integrated
one-stop solution ensures that the applications are
easy to use and generate measurable added value.
For example, Command Alkon’s Material Supply ap-
plication reduces administrative and logistics costs
by automating raw materials ordering processes.
Giatec’s SmartMix Al solution, which is integrated
into the platform, reduces material costs and CO,
emissions in the production of ready-mixed concrete.
The AI model used for this purpose was trained on
more than 180,000 of our concrete formulations.
Further innovations that address the specific needs
of the industry along the value chain will be launched
on the market in the course of this year.

Autonomous technology also has arole to play in the
future of our industry. In the initial stage of our coop-
eration with Pronto, a leading innovator in autono-
mous haulage systems, we will convert over 100 haul
trucks to autonomous operation at more than a doz-
en sites worldwide. Pronto’s scalable solution lever-
ages advanced sensors, cameras, and artificial intel-
ligence to retrofit existing transport vehicles and
operate them autonomously in complex and dynam-
ic environments.
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“Our position as a company is clear:
we want this transformation to succeed
and are shaping it with full conviction.”

We also added two green bonds with a cumulative
issue volume of €1.2 billion to our sustainable fi-
nancing portfolio in the reporting year. The projects
financed with green bonds range from the moderni-
sation of plants (for example to increase the use of
alternative fuels) to the expansion of carbon capture
technologies.

Tackling opportunities
and challenges together

2025 will be alandmark year for Heidelberg Materials.
We still face major challenges due to continued fluc-
tuations in the construction economy, military con-
flict, and political upheaval. However, I firmly believe
that such changes always create opportunities.

All of us - within politics, business, and society - have
a shared responsibility to address these challenges.
Especially in Europe and Germany, we now have
to ask ourselves the question: do we have the de-
termination to drive the transition to an innovation-
friendly, competitive, and sustainable region?

Our position as a company is clear: we want this
transformation to succeed and are shaping it with full
conviction. However, close cooperation with policy-
makers is crucial, and greater pragmatism is required.
The focus must be on competitiveness, legal certain-
ty regarding the technologies and infrastructures of
the future, and the removal of burdensome bureau-
cracy. Not to mention the development of incentives
for the necessary shift to sustainable products.

We remain optimistic at Heidelberg Materials because
the progress is evident today. We already generate
far more than a third of our revenue in the cement
business line with sustainable products. Our admis-
sion to the Dow Jones Sustainability Index Europe,
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one of the world’s premier ESG benchmarks, under-
lines the successful implementation of our ESG agen-
da. We will present our new strategy in late May, out-
lining our targets for 2030 and the measures required
to achieve them. For us, profitable growth and sus-
tainable development always go hand in hand.

It is important to us that our shareholders also par-
ticipate in this success. In line with our progressive
dividend policy, we will be proposing to the Annual
General Meeting the distribution of a dividend of
€3.30 per share, which corresponds to an increase of
10%. In addition, we have launched a second share
buyback programme with a volume of up to €1.2 bil-
lion. The first of three tranches has already ended
and the 3.6 million shares acquired were cancelled on
27 February 2025.

It is in no small part thanks to you, our shareholders,
that we can make great strides in our transforma-
tion, even in these turbulent times. I would like to
thank you for your trust and invite you to join us on
an exciting journey into the future - in which we at
Heidelberg Materials are making a clear difference in
our industry.

Yours sincerely,

DAL=

Dr Dominik von Achten

Chairman of the Managing Board
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Heidelberg Materials’ Managing Board

Dr Dominik von Achten
Chairman of the Managing Board

Member of the Managing Board since: 2007
Appointed until: January 2028

Nationality: German

Year of birth: 1965

More information

René Aldach
Chief Financial Officer & Australia

Member of the Managing Board since: 2021
Appointed until: August 2029

Nationality: German

Year of birth: 1979

More information
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Dr Katharina Beumelburg
Chief Sustainability & New Technologies Officer

Member of the Managing Board since: October 2024
Appointed until: September 2027

Nationality: German

Year of birth: 1976

More information
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Roberto Callieri
Asia

Member of the Managing Board since: January 2024
Appointed until: December 2026

Nationality: Italian

Year of birth: 1963

More information

Axel Conrads
Chief Technical Officer

Member of the Managing Board since: February 2024
Appointed until: January 2027

Nationality: German

Year of birth: 1975

More information
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Hakan Gurdal
Africa-Mediterranean-Western Asia

Member of the Managing Board since: 2016
Appointed until: January 2029

Nationality: Turkish

Year of birth: 1968

More information
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To our stakeholders | Managing Board

Dennis Lentz
Chief Digital Officer

Member of the Managing Board since: 2021
Appointed until: August 2029

Nationality: German

Year of birth: 1982

More information

Jon Morrish
Europe

Member of the Managing Board since: 2016
Appointed until: January 2029

Nationality: British

Year of birth: 1970

More information
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Chris Ward
North America

Member of the Managing Board since: 2019
Appointed until: August 2028

Nationality: US American

Year of birth: 1972

More information
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Report of the Supervisory Board

Dr Bernd Scheifele
Chairman of the Supervisory Board

Heidelberg,
24 March 2025

Dear Shareholders,

In the past reporting year, the Supervisory Board
continued to closely monitor and support the man-
agement of Heidelberg Materials and engage inten-
sively with the Group’s economic and strategic activ-
ities. Heidelberg Materials was again able to hold its
own in a dynamic market environment, maintain its
consistent growth trajectory, and make significant
progress in implementing its sustainability agenda.
The Supervisory Board paid particular attention to
the acceleration of the Group’s transformation, which
reached a decisive phase in the past reporting year.

With the mechanical completion of the carbon cap-
ture project in Brevik, Norway, at the end of 2024, an
important milestone towards achieving the Group’s
CO, reduction targets was reached on schedule. As
the first project of its kind in the cement sector,
Brevik is an invaluable blueprint for follow-up initia-
tives and will enable Heidelberg Materials to deliver
cement produced using carbon capture and storage
technology (CCS cement) to customers in Europe as
early as 2025. In addition, Heidelberg Materials con-
tinues to expand its portfolio of carbon-reduced and
circular products.

The Group also made attractive acquisitions in
the North America and Asia-Pacific Group areas,
among others, which will strengthen its position in
the respective markets. In the past financial year,
Heidelberg Materials attached great importance to
improving efficiency in its plants and leveraging
synergies more effectively.
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The Supervisory Board will continue to advise the
Managing Board on the Group’s transformation and
growth.

Consultation and monitoring

The Supervisory Board continued to closely monitor
and support the Group’s development during the past
financial year and discuss it with the Managing Board
at the ordinary and extraordinary meetings of the
plenary session and its committees as well as out-
side the scheduled meetings. It also received regular,
timely, and comprehensive reports, both in writing
and verbally, about all matters of relevance to the
Group, particularly in relation to business policy,
strategy and planning, the progress of businesses,
the financial situation, the risk situation and risk
management, compliance, innovations, and sustain-
ability. The Supervisory Board reviewed, discussed,
and analysed the Managing Board’s reports in detail.
The Managing Board agreed on the Group’s strategy
with the Supervisory Board. Deviations of the actual
business development from the plans were explained
in detail by the Managing Board.

The Supervisory Board was directly involved at an
early stage in all decisions of fundamental impor-
tance to the Group. A catalogue drawn up by the
Supervisory Board, which is reviewed regularly and
adjusted as necessary, outlines transactions and
measures of fundamental importance that require
the consent of the Supervisory Board. In the report-
ing year, the Supervisory Board took decisions on the
transactions and measures submitted by the Manag-
ing Board that required its approval, having first re-
viewed them and discussed them with the Managing
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Board. In particular, investment projects and financ-
ing matters requiring authorisation were explained in
detail by the Managing Board and discussed before
decisions were made. In addition, the Supervisory
Board has satisfied itself that the Managing Board
has installed an internal control and risk manage-
ment system appropriate to the business activities
and risk situation of the Group, as well as a function-
ing monitoring system that is effective and capable
of recognising at an early stage any developments
that could jeopardise the company as a going con-
cern. With regard to the accounting-related internal
control system and the early risk detection system,
the Supervisory Board also had this confirmed by
the auditor. Furthermore, it has satisfied itself of the
effectiveness of the compliance management sys-
tem, which guarantees Group-wide compliance with
the law, legality, and internal guidelines. In the rele-
vant meetings, the responsible line managers of the
Group below Managing Board level were available
together with members of the Managing Board to
provide information to the Audit Committee and to
answer questions. The Chairman of the Supervisory
Board and the Chairman of the Audit Committee also
discussed topics relating to the audit with the auditor
outside the scheduled meetings and without the par-
ticipation of the Managing Board. In addition, the
Chairman of the Supervisory Board was in regular
and ad hoc contact with the Chairman of the Manag-
ing Board outside the scheduled meetings.

During the reporting year, the Chairman of the Super-
visory Board was once again prepared to receive and
consider suggestions from investors on topics spe-
cific to the Supervisory Board. In March 2024, the
Chairman of the Supervisory Board expanded this
exchange in part together with the Chairman of the
Audit Committee and held talks with investors as
part of a governance roadshow. In the physical and
virtual meetings with international shareholders from
London, Frankfurt, and the USA, governance-specif-
ic topics were discussed, in particular the tasks,
work, and composition of the Supervisory Board as
well as the 2024+ Remuneration System for the
Managing Board.

Overall, the Supervisory Board continuously and
thoroughly monitored the work of the Managing
Board and provided it with advice, particularly with
regard to the Group’s management, alignment and
implementation of strategy, and development. In
doing so, it assessed the Managing Board’s manage-

ment of the Group in terms of its lawfulness, propri-
ety, expediency, and operating efficiency. The Man-
aging Board and Supervisory Board worked together
in a spirit of mutual trust for the benefit of the Group
and maintained an open and intensive dialogue. In
summary, it can be said that the Supervisory Board
has again duly and diligently fulfilled the duties in-
cumbent upon it under the law, the Articles of Asso-
ciation, the Rules of Procedure, and the German
Corporate Governance Code (with the exception of
any declared deviations) in the 2024 financial year.

During the reporting year, the plenary session of the
Supervisory Board convened at seven ordinary meet-
ings (30 January, 20 March, 16 May before the Annual
General Meeting, 16 May after the Annual General
Meeting, 15 and 16 September, 18 November) and
two extraordinary meetings (29 May and 20 June).
The number and format of Supervisory Board meet-
ings and committee meetings in the reporting year
are shown in the following overview.

Number and type of Supervisory Board and committee meetings

Type of meeting

Conference
calland/or
video- Total number
In person conference  of meetings

Plenary session of the Supervisory Board

Sustainability and Innovation Committee

Nomination Committee

Personnel Committee

Audit Committee

Mediation Committee

OINIW I INIO
O[~M|O|O|O|H»
OlolWlr—IN]O
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The participation rate of all members of the Super-
visory Board at the nine plenary sessions of the
Supervisory Board in the 2024 reporting year was

96.30%. The participation rate at all the committee
meetings held in the reporting year was 98.78 %.

Participation of the members of the Supervisory Board at the plenary sessions and committee meetings

Sustainability

and
Audit Personnel Innovation Nomination Mediation
Plenary Committee Committee Committee Committee Committee Total

Participation/ Participation/ Participation/ Participation/ Participation/ Participation/ Participation/

Supervisory Board member Number Rate Number Number Number Number Number Number Rate
Dr Bernd Scheifeleb, Chairman of the Supervisory Board 9/9 100% 3/3 3/3 - - 0/0 15/15 100%
Heinz Schmitt?, Deputy Chairman of the Supervisory Board

(until 16 May 2024) 3/3 100% 3/3 2/2 - - - 8/8 100%
Barbara Breuninger? 9/9 100% 6/6 - 1/1 - - 16/16 100%
Gunnar Groebler?d (since 16 May 2024) 5/6 83.33% - - 1/1 - - 6/7 85.71%
Birgit Jochens? (until 16 May 2024) 3/3 100% - 2/2 - - - 5/5 100%
Katja Karcher? (since 16 May 2024) 6/6 100% - 1/1 1/1 - - 8/8 100%
Ludwig Merckle® 9/9 100% 6/6 3/3 2/2 1/1 - 21/21 100%
Luka Mucic? 7/9 77.77% 6/6 3/3 - - - 16/18 88.88%
Markus Oleynik 2 (since 16 May 2024) 6/6 100% - 1/1 1/1 - - 8/8 100%
Dr Ines Ploss? (until 31 October 2024) 8/8 100% - 2/2 1/1 - - 11/11 100%
Peter Riedel? 9/9 100% 6/6 1/1 1/1 - - 17/17 100%
Werner Schraeder?, Deputy Chairman of the Supervisory

Board (since 16 May 2024) 9/9 100% 6/6 3/3 1/1 - 0/0 19/19 100%
Margret Suckale® 9/9 100% 6/6 3/3 - 1/1 0/0 19/19 100%
Dr Sopna Suryb 8/9 88.88% - 1/1 2/2 - - 11/12 91.6%
Anna Toborek-Kacar? (since 1November 2024) 1/1 100% - - - - 0/0 1/1 100%
Prof. Dr Marion Weissenberger-Eibl? (until 16 May 2024) 3/3 100% - - 1/1 0/1 - 4/5 80%
Total 104/108 96.30% 100% 100% 100% 66.67% 0/0 185/190 97.37%

1) Shareholder representative
2) Employee representative

Members of the Supervisory Board and its commit-
tees are listed in the Corporate Governance state-

ment chapter.

Separate preliminary meetings of the employee rep-
resentatives were held in connection with the Super-
visory Board meetings. In the reporting year, the
members of the Managing Board generally attended

the meetings of the Supervisory Board, although the
Supervisory Board also met regularly and on an ad
hoc basis without the Managing Board to discuss
certain agenda items and topics.
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Topics of discussion in the meetings of

the Supervisory Board and its committees

The plenary sessions in the first half of 2024 dealt
with, among other things, the discussion, auditing,
and approval of the 2023 annual financial state-
ments and consolidated financial statements, includ-
ing the non-financial statement and the dividend
proposal to the Annual General Meeting, the prepa-
ration of the 2023 remuneration report, the approval
of the 2024 operating plan, and preparations for the
2024 Annual General Meeting, at which the authori-
sation in the Articles of Association to convene a
virtual Annual General Meeting was exercised for the
first time. At the constituent meeting following the
Annual General Meeting, the Supervisory Board re-
elected Dr Bernd Scheifele as Chairman of the Super-
visory Board and elected Werner Schraeder as Dep-
uty Chairman. In addition, the Supervisory Board
committees were reformed and their positions re-
filled, not least in order to meet the requirements of
institutional shareholders and proxy advisors regard-
ing the independence of shareholder representatives
on the committees, which requirements are in some
cases stricter than those laid down by law and the
German Corporate Governance Code. In the report-
ing year, the Supervisory Board and its committees
also dealt with other corporate governance issues
and the Managing Board’s regular reports on the
business development. The Supervisory Board re-
vised its Rules of Procedure and updated the qualifi-
cation matrix on the status of implementation of the
fulfilment of the profile of skills for the Supervisory
Board on the basis of a self-assessment by the in-
dividual Supervisory Board members.

On 1 January 2024, the 2024+ Managing Board re-
muneration system developed by the Supervisory
Board and approved by the Annual General Meeting
came into force. In the fourth quarter of 2024, the
Supervisory Board adjusted the peer group relevant

for measuring the relative total shareholder return
(TSR), as a company in the group was delisted from
the stock exchange. In addition, the Supervisory
Board commissioned the auditor to perform a mate-
rial audit of the 2024 remuneration report.

In the second half of 2024, the Supervisory Board
focused in particular on the Group’s future position-
ing in the Europe, Africa-Mediterranean-Western Asia,
and Asia-Pacific Group areas. In addition, it ad-
dressed Heidelberg Materials’ business activities in
emerging countries and the associated risks and
rewards. In this context, geopolitical issues were also
the focus of the Supervisory Board’s discussions.

During this reporting year, the Supervisory Board
continued to place particular emphasis on closely
accompanying and supporting the Managing Board
on ESG (environmental, social, governance) and dig-
italisation matters, and especially in the further de-
velopment and implementation of the sustainabili-
ty and digital transformation strategy. It covered
actions to reduce CO, emissions even further and, in
this context, looked at new technologies for carbon-
reduced products as well as measures to improve the
carbon footprint of emission-intensive plants. The
Supervisory Board’s agenda in the reporting year
also included the expected implementation of the
EU’s Corporate Sustainability Reporting Directive
(CSRD) and the associated double materiality analy-
sis. Furthermore, the Supervisory Board discussed
the Group’s strategy with regard to digital partner-
ships. In the reporting year, the Supervisory Board
additionally dealt with the preparation of a roadmap
for the specific application of artificial intelligence
in the Group to increase efficiency. The Supervisory
Board therefore continues to focus on the topics of
sustainability and digitalisation in its monitoring and
advisory activities.

At several meetings, the Supervisory Board also dis-
cussed with the Managing Board the major invest-
ments, divestments, and portfolio optimisations that
affect the strategic targets of Heidelberg Materials
and could lead to an improvement of the balance
sheet structure. In addition, the Supervisory Board
approved the launch of a new share buyback pro-
gramme with a total volume of up to €1.2 billion (ex-
cluding incidental acquisition costs), divided into
three tranches, and a total term no later than the end
of 2026, on the basis of the authorisation granted by
the Annual General Meeting on 11 May 2023. The
share buyback programme is in line with the Group’s
financial policy and may be seen in the context of its
successful reduction of net debt, good business per-
formance in the previous financial year, and the par-
ticipation of shareholders in the Group’s success. In
addition, the cancellation of treasury shares from
the third tranche of the 2021-2023 share buyback
programme was also discussed by the Supervisory
Board. Furthermore, the Supervisory Board handled
the arrangement of bilateral credit lines to secure
short-term liquidity.

The Supervisory Board’s work also focused on the
2024 annual bonus plan prepared by the Personnel
Committee, the long-term bonus plan for 2024 to
2026, the target achievement of the 2023 annual
bonus, the target achievement of the capital market
component from the long-term bonus for 2020 to
2022/23 and the management component from the
long-term bonus for 2021 to 2023/24, and matters
relating to the Managing Board.

In the reporting year, the Audit Committee engaged
extensively with the further development of the
Group’s corporate governance, risk management,
and internal control system, including the effective-
ness of the compliance management system. The
Audit Committee dealt regularly and intensively with
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compliance issues in particular. The Director Group
Legal & Compliance regularly reported to the com-
mittee on his activities and on the status of the com-
pliance management system and its further develop-
ment. He was also in direct contact with the Chairman
of the Audit Committee in the reporting year. The
members of the Audit Committee also received re-
ports from the Director Group Treasury, Insurance &
Corporate Risk on the risk management system and
from the Director Group Internal Audit on the internal
control system. In addition to the reports regarding
Group Internal Audit, risk management, and com-
pliance, meetings of the Audit Committee dealt with
the 2023 annual financial statements and consoli-
dated financial statements, including the non-finan-
cial statement, as well as the points of focus for the
audit, the half-year financial report, and quarterly
statements for the 2024 financial year. After con-
vincing itself of the auditor’s independence and eval-
uating the quality of the audit, the Audit Committee
prepared the Supervisory Board’s proposal to the
2024 Annual General Meeting for the appointment
of PricewaterhouseCoopers GmbH Wirtschafts-
priufungsgesellschaft (PwC) as the auditor and Group
auditor and - after the Annual General Meeting fol-
lowed this proposal - issued the audit assignment to
PwC. In this context, it defined the points of focus for
the 2024 audit. During the reporting year, the Audit
Committee amended its guidelines on the approval
process for non-audit services by the auditor with
the aim of further reducing these. It also monitored
the development of the non-audit services by the
auditor and received reports from the Managing
Board on the nature and scope of the non-audit ser-
vices performed by the auditor.
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The Audit Committee discussed the roadmap to sus-
tainable financing, in particular refinancing through
sustainability-linked bonds. Heidelberg Materials is
ideally prepared to secure financing for its business
transactions in the short, medium, and long term
with its existing debt instruments. The Supervisory
Board acknowledged that the maturity profile of the
liabilities shows its usual balanced structure.

The Audit Committee continued to focus on the topic
of IT security in this reporting year. Furthermore, it
again looked at the use of inventory management
systems in the individual countries and their stand-
ardisation.

The Chairman of the Audit Committee is Luka Mucic.
Mr Mucic, like Audit Committee member Ludwig
Merckle, is regarded as a financial expert pursuant to
section 100(5) of the German Stock Corporation Act
(Aktiengesetz, AktG). The Supervisory Board is of the
opinion that both Mr Mucic and Mr Merckle have
expertise in the areas of accounting and auditing,
including sustainability reporting and the auditing
thereof. For more information, see the Corporate
Governance statement chapter.

In the reporting year, the Personnel Committee
focused on the preliminary discussion and recom-
mendation to the Supervisory Board regarding the
determination of the variable Managing Board remu-
neration for the 2023 financial year and on the defi-
nition of the parameters for the variable Managing
Board remuneration in 2024 and in the years from
2024 to 2026/27. Furthermore, the Personnel Com-
mittee conducted the pre-audit of the 2023 remuner-
ation report and prepared the related decision of the
plenary session of the Supervisory Board. During the
reporting year, the Personnel Committee also dealt
intensively with matters relating to the Managing
Board, especially new appointments and reappoint-
ments of members of the Managing Board, and pre-

pared the decisions of the Supervisory Board in
this regard. Details are explained in the Personnel
matters section. Finally, the Personnel Committee
assured itself that all members of the Managing
Board have carried out the required individual invest-
ment in Heidelberg Materials shares as part of the
Managing Board remuneration system.

The Sustainability and Innovation Committee
focused intensively on the CO, roadmap and meas-
ures to improve the carbon footprint of the most
emission-intensive plants. It also discussed new
technologies for carbon-reduced products and the
market launch of evoZero, the world’s first CCS
cement based on carbon capture and storage tech-
nology. Another focus of the committee’s discussions
included the trend in absolute CO, emissions (Scope
1, Scope 2, and Scope 3) and relevant ESG rankings.

The Nomination Committee considered the upcom-
ing regular elections of all shareholder representa-
tives to be held at the Annual General Meeting on
16 May 2024. To this end, the committee began by
drawing up profiles of requirements for the succes-
sors and new appointees based on the profile of skills
and the targets for the composition of the Super-
visory Board. It then proposed the candidates to the
Supervisory Board for the elections of shareholder
representatives by the 2024 Annual General Meeting.

The Mediation Committee, formed in accordance
with section 27(3) of the German Co-Determination
Law (MitbestG), did not need to meet in the reporting
year.

The results of the committees’ meetings were report-
ed at the subsequent plenary sessions.

During the reporting year, there were no potential
conflicts of interest of any Managing Board or Super-
visory Board member that would have had to be dis-

closed to the Supervisory Board without undue delay.
There were also no consulting or other contracts for
services or work between any member of the Super-
visory Board and the Group in the reporting year.

In the reporting period, there were no related party
transactions requiring disclosure within the meaning
of sections 111a(1)(2) and 111b(1) of the AktG.

Every two years, the Supervisory Board carries out a
regular self-assessment of the effectiveness of the
work of the Supervisory Board and its committees,
as required by the German Corporate Governance
Code. The last such self-assessment took place in
the second half of 2023. To avoid repetition, details
are included in the Corporate Governance state-

ment chapter.

Corporate Governance

The declaration of compliance in the reporting year
was submitted by the Managing Board on 25 January
2024 and by the Supervisory Board on 30 January
2024. The declaration of compliance for the current
financial year was submitted by the Managing Board
on 17 January 2025 and by the Supervisory Board on
29 January 2025. The complete text can be found in
the Declaration of compliance section pursuant to
section 161 of the AktG in the Corporate Govern-
ance statement chapter. The current declaration of
compliance is made permanently available on the
company’s website.

With regard to its composition and that of the Man-
aging Board, the Supervisory Board thoroughly com-
plies with the requirements of the German Corporate
Governance Code regarding the principles of diversi-
ty when appointing corporate bodies and leadership
positions within the Group and of section 289f(2)(6)
of the German Commercial Code (Handelsgesetz-
buch, HGB) (diversity concept). Regarding its own
composition, it implements the diversity targets
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stated in the code and the profile of skills for the
Supervisory Board adopted on 23 March 2022. De-
tailed information on this topic can be found in the
Corporate Governance statement chapter.

On 18 March 2020, the Supervisory Board resolved
to set the target figure for the proportion of women
on the Managing Board to at least one woman for
the period from 1 July 2020 to 30 June 2025. With
Dr Nicola Kimm as a member of the Managing Board
from 1 September 2021 until 31 August 2024, suc-
ceeded by Dr Katharina Beumelburg on 1 October
2024, this target was achieved ahead of schedule.
The Supervisory Board also welcomes and supports
the Managing Board’s target of further increasing the
proportion of women in management positions in the
first and second leadership levels below the Manag-
ing Board. For details, please refer to the Corporate
Governance statement chapter.

With regard to the remuneration for the members
of the Managing Board for the 2024 financial year,
specifics are included in the Remuneration report
chapter to avoid repetition. A description of the
2024+ Managing Board remuneration system ap-
proved by the 2024 Annual General Meeting and ap-
plicable from 1 January 2024, can also be found
there. Having been commissioned to do so by the
company’s Supervisory Board, the auditor also car-
ried out the voluntary audit of the correctness of the
content of the 2024 remuneration report and issued
an unqualified audit opinion. The Supervisory Board
also examined the remuneration report on this basis
and approved it together with the Managing Board.
The 2024 remuneration report will be submitted to
the 2025 Annual General Meeting for approval and
will be available on the company’s website for ten
years.

The members of the Supervisory Board are them-
selves responsible for obtaining the training required
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for their tasks and are supported by the company in
this respect. The company also offers specific train-
ing sessions - sometimes with external support - for
members of the Supervisory Board, most recently in
November 2024. These training courses cover topics
that are particularly relevant to the Group and the
work of the Supervisory Board - for example, with
regard to legal changes, the EU taxonomy, the selec-
tion of suitable investment projects, and, most re-
cently, the new sustainability reporting requirements
under the CSRD.

In addition, the Managing Board reports on corpo-
rate governance at Heidelberg Materials, including
on behalf of the Supervisory Board, in the Corporate
Governance statement chapter.

With all of the above statements, the Supervisory
Board reaffirms its commitment to effective corpo-
rate governance in the Group.

Auditing and approval of annual financial
statements, consolidated financial statements,
and non-financial statement

Before the contract for the auditing of the annual fi-
nancial statements of the company and the consoli-
dated financial statements of the Group was award-
ed, the points of focus for the audit and the content
of the audit were discussed with the auditor, Price-
waterhouseCoopers GmbH Wirtschaftspriufungs-
gesellschaft, Frankfurt am Main. The Audit Commit-
tee discussed the costs of the audit and, with the
auditor, the assessment of audit risk, the audit strat-
egy, audit planning, and the audit results. The Chair-
man of the Audit Committee and the auditor regular-
ly exchanged information on the progress of the
audit, after which the Chairman reported to the com-
mittee.

In January 2025, the Managing Board informed the
Supervisory Board about the preliminary, unaudited

key figures for the 2024 financial year and provided
a status report on the financial statements work. The
annual financial statements of Heidelberg Materials
AG, the consolidated financial statements as at
31 December 2024, and the combined management
report for the company and the Group, as prepared
by the Managing Board, were examined by the audi-
tor. In addition, the auditor performed a limited as-
surance engagement on the non-financial statement
(sections 289b and 315b of the HGB) contained in
the combined management report on behalf of the
Supervisory Board. In this respect, the Supervisory
Board exercised the legal right to commission an ex-
ternal review of the content of the non-financial
statement. The financial statements documents to-
gether with the reading copies of the auditors’ re-
ports were sent in advance to the members of the
Supervisory Board. At first, the Audit Committee
dealt intensively with the financial statements docu-
ments, including the combined management report
and the non-financial statement, in the presence of
the auditor. The auditor reported on the main results
of its audit. In addition, the Audit Committee had the
auditor report on the effectiveness of the internal
control and early risk identification system in relation
to accounting, whereby the auditor stated that it had
not found any significant weaknesses in this regard.
Against this background and after its own consider-
ation, the Audit Committee determined that the in-
ternal control system, the internal audit system, and
the risk management system, including the early risk
identification system, meet the requirements placed
on them. The Supervisory Board shares the opinion
of the Audit Committee on the effectiveness of these
systems. Then, the Supervisory Board discussed
the financial statements documents, including the
combined management report and the non-financial
statement, in detail at the accounts meeting on
24 March 2025, once again in the presence of the
auditor. The Audit Committee and the Supervisory
Board also held related discussions without the

participation of the Managing Board. The Superviso-
ry Board approved the audit results. It examined the
annual financial statements and consolidated finan-
cial statements, the combined management report,
including the non-financial statement, and the Man-
aging Board’s proposal for the use of the balance
sheet profit. The results of the pre-audit conducted
by the Audit Committee and the results of its own
audit correspond fully to the results of the auditor.
Following the final results of this audit, the Super-
visory Board also raised no objections. The auditor
issued an unqualified audit opinion on the annual
financial statements of Heidelberg Materials AG and
the consolidated financial statements as at 31 De-
cember 2024 as well as on the combined manage-
ment report of Heidelberg Materials AG and the
Group.

The Supervisory Board approved the Managing
Board’s proposal for the use of the balance sheet
profit, including the payout of a dividend of €3.30 per
share (previous year: €3.00).

Personnel matters and notes of thanks

Axel Conrads assumed the new role of Chief Tech-
nical Officer on 1 February 2024. He is responsible
for all three global technical Competence Centers:
Cement (CCC), Aggregates & Asphalt (CCA), and
Readymix (CCR). The Supervisory Board has appoint-
ed Mr Conrads to the Managing Board until 31 Janu-
ary 2027. In addition, Roberto Callieri assumed re-
sponsibility for Asia within the Asia-Pacific Group
area on 1 January 2024. The Supervisory Board has
appointed Mr Callieri to the Managing Board until
31 December 2026. He succeeds Kevin Gluskie,
whose term on the Managing Board expired as
scheduled at the end of January 2024. The Super-
visory Board would like to thank Kevin Gluskie for his
commitment and successful work on the Managing
Board over many years. In March 2024, the Super-
visory Board extended the mandate of the Chairman
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of the Managing Board Dr Dominik von Achten, which
was due to expire at the end of January 2025, by
three years until 31 January 2028. The Supervisory
Board also dealt with the successor planning for
Dr Nicola Kimm, who left the Group on 31 August
2024 after completing her three-year term of office.
The Supervisory Board appointed Dr Katharina
Beumelburg as her successor for a three-year term
with effect from 1 October 2024 as a new member of
the Managing Board and Chief Sustainability & New
Technologies Officer. The Supervisory Board would
like to thank Dr Nicola Kimm for her commitment in
setting up and developing Heidelberg Materials’ sus-
tainability strategy and for her successful work on
the Managing Board.

The term of office of each of the Supervisory Board
members expired at the end of the Annual General
Meeting on 16 May 2024, necessitating elections. The
elections of employee representatives took place on
14 March 2024. Barbara Breuninger, Dr Ines Ploss,
Peter Riedel, and Werner Schraeder were re-elected
by the workforce for a five-year term. In place of
Birgit Jochens and Heinz Schmitt, Katja Karcher and
Markus Oleynik joined the Supervisory Board as em-
ployee representatives at the end of the 2024 Annual
General Meeting. In October 2024, Dr Ines Ploss as-
sumed the position of Head of the Aggregates Oper-
ating Line in Germany and was appointed Managing
Director of Heidelberg Materials Mineralik DE GmbH.
As a result, she stepped down from the Supervisory
Board on 31 October 2024. Anna Toborek-Kacar,
who was elected by the employees in March 2024 as
an alternate member, has succeeded Dr Ines Ploss
on the Supervisory Board with effect from 1 Novem-
ber 2024.

There was only one personnel change among the
shareholder representatives. Professor Dr Marion
Weissenberger-Eibl was no longer available for re-
election to the Supervisory Board and stepped down
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from the Supervisory Board at the end of the 2024
Annual General Meeting. In her place, Gunnar Groeb-
ler, Chief Executive Officer of Salzgitter AG, was new-
ly elected to the Supervisory Board by the Annual
General Meeting on 16 May 2024. All shareholder rep-
resentatives were appointed until the end of the An-
nual General Meeting that decides on the discharge
of the Supervisory Board for the 2027 financial year.
All newly appointed members of the Supervisory
Board accepted the Supervisory Board mandate
and, insofar as they were new to the Supervisory
Board, received intensive support from the company
upon taking up their positions. This took the form of
one-on-one meetings with the Managing Board,
selected heads of Group functions, and other ex-
perts, as well as comprehensive corporate documen-
tation and information on the legal framework for the
Supervisory Board’s activities.

There were also personnel changes on the Super-
visory Board committees during the reporting year.

Birgit Jochens, Dr Ines Ploss, and Heinz Schmitt
stepped down from the Personnel Committee during
the reporting year. Two seats were added to the Per-
sonnel Committee, which gained five newly elected
members in the reporting year: Katja Karcher, Markus
Oleynik, Peter Riedel, Dr Sopna Sury, and Anna
Toborek-Kacar. Ludwig Merckle continues to hold the
position of Chairman.

The Audit Committee was reduced by two members,
with the result that Dr Bernd Scheifele and Heinz
Schmitt stepped down from the committee without
replacement on 16 May 2024. Luka Mucic remains the
Chairman of the committee.

In place of Professor Dr Marion Weissenberger-Eibl,
Dr Ines Ploss, Peter Riedel, and Werner Schraeder,
the Supervisory Board elected Barbara Breuninger,
Gunnar Groebler, Katja Karcher, and Markus Oleynik
as new members of the Sustainability and Innovation
Committee in the reporting year. Dr Sopna Sury took
over as Chair of the committee on 16 May 2024.

As Professor Dr Marion Weissenberger-Eibl’s succes-
sor, Dr Sopna Sury was elected to the Nomination
Committee with effect from 16 May 2024. Ludwig
Merckle continues to serve as Chairman of the com-
mittee.

Professor Dr Marion Weissenberger-Eibl stepped
down from the Mediation Committee on 16 May 2024.
In her place, Margret Suckale has assumed the posi-
tion of Chair of the Mediation Committee. In addi-
tion, Anna Toborek-Kacar and Werner Schraeder
succeeded Dr Ines Ploss and Heinz Schmitt in the
reporting year.

The Supervisory Board confirmed Margret Suckale
and Dr Sopna Sury from among its members as
sustainability experts on the Supervisory Board. For
more information, see the Corporate Governance
statement chapter.

The Supervisory Board would like to thank Birgit
Jochens, Dr Ines Ploss, Heinz Schmitt, and Professor
Dr Weissenberger-Eibl for their dedicated and expert
work on the Supervisory Board over many years
and for their valuable contribution to the Group’s
success.

In conclusion, the Supervisory Board would like to
thank all members of the Managing Board and all
employees of the Group for their outstanding and
dependable cooperation as well as their continued
high level of personal commitment and excellent
performance on the Group’s behalf in the 2024 finan-
cial year.

Approval of this report
The Supervisory Board approved this report during

its meeting on 24 March 2025 pursuant to section
171(2) of the AktG.

For the Supervisory Board

Do M&L/}b&;

Chairman
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Corporate Govern-
ance statement

The Corporate Governance statement for Heidelberg
Materials AG and the Group in accordance with the
provisions of sections 289f and 315d of the German
Commercial Code (HGB) includes the declaration of
compliance pursuant to section 161 of the German
Stock Corporation Act (AktG). It also provides infor-
mation on corporate governance practices and the
functioning of the Managing Board and Supervisory
Board, including the corporate governance of the
company, the remuneration of the boards, the diver-
sity concept for the Supervisory Board and Manag-
ing Board, and the legal requirements for equal
participation of women and men in management
positions.

Declaration of compliance with the
German Corporate Governance Code

On 17 January 2025 and 29 January 2025, the Man-
aging Board and the Supervisory Board submitted
the following declaration of compliance pursuant to
section 161(1) of the AktG:

Since issuing the last declaration of compliance in
January 2024, Heidelberg Materials AG has complied
with all recommendations of the German Corporate
Governance Code in the version of 28 April 2022 pub-
lished by the Federal Ministry of Justice in the official
section of the Federal Gazette (Bundesanzeiger) on
27 June 2022 and will continue to comply with them
in the future, with the following exceptions:

- Recommendation G.10 sentence 2 is not fully com-
plied with. According to this recommendation,
granted long-term variable remuneration compo-
nents shall be accessible to members of the Man-

aging Board only after a period of four years. In
accordance with the 2024+ Managing Board remu-
neration system approved by the Annual General
Meeting in 2024, the members of the Managing
Board may access the payout amount of long-
term bonus (LTI) only after four years. The duration
consists of a three-year performance period and a
one-year waiting period. However, a deviation from
recommendation G.10 sentence 2 is declared with
regard to the 2024 LTI tranche. In the 2027 finan-
cial year, 25% of the provisional payout amount of
the 2024 LTI tranche will be provisionally paid to
the members of the Managing Board in post on the
date at which the 2024+ Remuneration System was
approved, after expiry of the three-year perfor-
mance period.

The reason for the deviation is that this payout
after expiry of the performance period is intended
to mitigate a one-time shift of the payout in the
2027 financial year (due to the change to the Man-
aging Board remuneration system implemented
with effect from the 2024 financial year), as only
the capital market component of the 2023 LTI
tranche will be paid out in that financial year. The
provisional payout will be set off against the regu-
lar payout of the 2024 LTI tranche after expiry of
the waiting period in the 2028 financial year.

The recommendation in G.13 sentence 2 is not
complied with. According to this recommendation,
severance payments shall be taken into account in
the calculation of any waiting allowances if post-
contractual non-compete clauses apply. This is not
the case at Heidelberg Materials AG.

The reason for this deviation is that a possible sev-
erance payment and a waiting allowance are in-
tended to compensate for different issues in terms
of content.

- Recommendation G.12 and recommendation G.9
are complied with, with the following exception:

Heidelberg Materials AG entered into an agree-
ment with Kevin Gluskie upon the expiry of his po-
sition on the Managing Board and the expiry of the
employment relationship with Mr Gluskie on the
regular termination date of 31 January 2024, pur-
suant to which agreement the 2024 annual bonus
and the 2024 LTI for the period from 1 January
2024 to 31 January 2024 were not paid out in ac-
cordance with the targets and comparison param-
eters originally agreed or in accordance with the
contractually stipulated due dates. Instead, they
were paid out in accordance with the target achieve-
ment of the annual bonus for the 2023 financial
year or the target achievement of the manage-
ment or capital market component of Mr Gluskie’s
LTI completed at the end of the 2023 financial year
and following the 2024 Annual General Meeting.

The reason for this deviation is that, in the opinion
of the Supervisory Board, performance based on
the actual achievement of targets could not be
reasonably measured for the short performance
period of one month and therefore, for reasons of
practicability, the degree to which the targets were
achieved in the previous financial year with regard
to the annual bonus or the last completed LTI com-
ponents was extrapolated and the pro rata tempo-
ris 2024 annual bonus and the pro rata temporis
2024 LTI could be paid with the variable remuner-
ation due for payout in 2024.

Heidelberg Materials AG has complied with and con-
tinues to comply with all the suggestions of the Ger-
man Corporate Governance Code, although sugges-
tion A.8 of the code is of no practical relevance to the
company at present due to the absence of a take-
over bid.
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Remuneration system and remuneration
report

The remuneration system for members of the
Managing Board, which was approved by the Annual
General Meeting on 16 May 2024 with a majority of
96.21% of the votes cast, is publicly available on the
company’s website under Corporate Governance.
The remuneration system for the members of the
Supervisory Board, which was confirmed by the
Annual General Meeting on 11 May 2023, can also be
found on the website together with the resolution
passed by the Annual General Meeting pursuant to
section 113(3) of the AktG. The revised Supervisory
Board remuneration system adopted by the Super-
visory Board on 29 January 2025 will be submitted to
the 2025 Annual General Meeting for approval and,
once approved, will also be made available on the
company’s website. The remuneration report and the
auditor’s report are likewise made publicly available
at the same internet address pursuant to section 162
of the AktG. The remuneration report can also be
found in the Remuneration report chapter.

Information on corporate governance
practices

Fundamentals of corporate governance

Heidelberg Materials AG is a German public limited
company based in Heidelberg. In accordance with
the legal regulations, it has three institutions: the
Annual General Meeting, the Supervisory Board, and
the Managing Board. The tasks and responsibilities
of these institutions are primarily based on the AktG
and the company’s Articles of Association.

As a German public limited company, Heidelberg
Materials AG is required by law to have a two-tier
board system. The Managing Board is responsible for
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independently managing the Group. The members of
the Managing Board are jointly accountable for the
management of the Group. The Chairman of the
Managing Board coordinates the work of the mem-
bers of the Managing Board. The Supervisory Board
appoints the members of the Managing Board for a
maximum period of five years (in the case of an initial
appointment, for a maximum of three years) and ex-
tends their appointment if necessary; they may only
be removed from office prematurely for good cause.
The Supervisory Board also monitors and advises the
Managing Board and is directly involved in decisions
of fundamental importance to the Group. The Chair-
man of the Supervisory Board coordinates the work
of the Supervisory Board.

In line with the options provided for in accordance
with the law or the Articles of Association, the share-
holders exercise their rights before or during the
Annual General Meeting and thereby exercise their
voting right. Each share carries one vote at the Annual
General Meeting. The ordinary Annual General Meet-
ing is normally held in the first five months of the
financial year. In particular, the Annual General Meet-
ing passes resolutions on the use of profit, approval
of the actions of the members of the Supervisory
Board and Managing Board, the conclusion of inter-
company agreements, changes to the Articles of
Association, and the approval of the remuneration
report. It also elects the shareholder representatives
to the Supervisory Board and the auditor. Share-
holders are entitled to file motions and have a com-
prehensive right to speak and ask questions at the
Annual General Meeting in accordance with the
statutory provisions. In special cases, the AktG pro-
vides for the convening of an Extraordinary General
Meeting.

All important documents for exercising shareholder
rights as well as the resolution issues and documen-
tation are duly and easily available on our website

for shareholders to access. Both the notice of the
agenda for the Annual General Meeting and our web-
site will provide shareholders with the information
they need to exercise their rights, and particularly
their voting rights at the Annual General Meeting,
including by way of proxy or postal vote. Company
proxies bound by instructions are also available to
shareholders to exercise their voting rights at the
Annual General Meeting. After the end of the Annual
General Meeting, the attendance and voting results
for the individual agenda items will be published on
our website.

Internal control and risk management system

Heidelberg Materials is subject to various risks on ac-
count of its international business activity. Responsi-
ble risk management is an essential component of
good corporate governance. The comprehensive and
Group-wide risk management system at Heidelberg
Materials serves to ensure the early identification,
systematic assessment, and targeted management
of risks. Heidelberg Materials also has an internal
control system that consists of process-independent
and process-integrated control measures. Our risk
management system and internal control system are
used to identify circumstances with the potential to
jeopardise the Group. The internal control and risk
management system is implemented both at the
level of Heidelberg Materials AG and throughout the
Group. The Managing Board of Heidelberg Materials
AG is responsible for fulfilling the obligation to set up
the systems and for continuously monitoring their
effectiveness. At Heidelberg Materials, the two sys-
tems are comprehensive in design and, in addition to
an accounting-related component, also include busi-
ness and purely operational risks and controls, in-
cluding those associated with our internally defined
sustainability targets, which are not directly related
to accounting. With regard to the internal control and
risk management system’s main accounting-related

features, there are comprehensive statutory disclo-
sure obligations, which are set out in greater detail at
Group level by German Accounting Standard no. 20
(DRS 20). The relevant disclosures and further infor-
mation about the internal control and risk manage-
ment system can be found in the Risk and opportu-
nity report chapter. The statements made there for
the accounting-related components of the internal
control and risk management system essentially also
apply to the business and operational system com-
ponents.

Compliance management system

Integrity, legality, and compliance are integral to
everyday business at Heidelberg Materials. The com-
pany has a compliance management system that is
subject to constant further development. In accord-
ance with the Institute of Public Auditors in Germany
(Institut der Wirtschaftsprufer, IDW) auditing stand-
ard 980, the structure of the compliance manage-
ment system includes compliance culture, targets,
risk assessments, and reporting, the compliance pro-
gramme with guidelines and whistle-blower system,
the compliance organisation, communication, train-
ing, and controls. Practical implementation in the
operating units is the responsibility of the compliance
officers of the individual country organisations.

Further information about the compliance manage-
ment system can be found in the Non-financial
statement chapter.

Based on its review of the internal control and risk
management system, including the compliance man-
agement system, and the reporting by the Group
Internal Audit department, the Managing Board is
not aware of any circumstances that cast doubt on
the adequacy and effectiveness of these systems.

Heidelberg Materials 2024 19

The Managing Board has the quality, adequacy, and
effectiveness of the internal control and risk manage-
ment system, including the compliance management
system, regularly monitored and assessed by in-
dependent parties, in particular by the Group Inter-
nal Audit department. The latter performs independ-
ent objective audit procedures, which, in addition to
examining the design and effectiveness of the afore-
mentioned systems, also explore the potential for
optimisation in the operational processes. In compli-
ance with internationally recognised auditing princi-
ples and standards, the Group Internal Audit depart-
ment contributes to the evaluation and optimisation
of the internal control and risk management system
and the compliance and governance processes. The
activities of the Group Internal Audit department are
thus intended to support the company in terms of
both reducing risks and strengthening its organisa-
tional governance processes and structures.

The Managing Board and the Audit Committee of the
Supervisory Board receive regular reports on the au-
dit results. In addition, the Supervisory Board also
satisfies itself that the Managing Board has installed
an internal control and risk management system ap-
propriate to the business activities and risk situation
of the company, as well as a functioning monitoring
system within the meaning of section 91(2) of the
AktG that is effective and capable of recognising at
an early stage any developments that could jeopard-
ise the Group as a going concern. The Supervisory
Board also has the functionality of the account-
ing-related internal control system and the early risk
identification system certified by the auditor. Fur-
thermore, the Supervisory Board has satisfied itself
of the effectiveness of the compliance management
system, which guarantees Group-wide compliance
with law, legality, and internal guidelines.
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Code of Business Conduct

A Group-wide Code of Business Conduct requires all
employees to observe the basic rules of business de-
corum - irrespective of whether these rules are pre-
scribed by law or not. Heidelberg Materials’ Code of
Business Conduct is an important element of our cor-
porate governance and is published on the website
under Corporate Governance. The Code of Business
Conduct is binding on the Managing Board and all
employees worldwide. It forms part of Heidelberg
Materials’ comprehensive compliance programme
and its observance is monitored by control mecha-
nisms included in the programme. In particular, the
Code of Business Conduct calls for:

- Integrity and professional behaviour towards cus-
tomers, suppliers, authorities, and other business
partners

- Strict compliance with all applicable laws

- Compliance with competition and antitrust law

- The provision of healthy and safe workplaces

- Efforts to combat corruption and the consistent
avoidance of conflicts of interest

- The consideration of sustainability and environ-
mental concerns

- The protection of human rights and employee
rights, including fair, non-discriminatory employ-
ment conditions and fair dialogue with the em-
ployee representatives

- Careful and responsible handling of the Group’s
property and assets

- Careful and responsible handling of company and
business secrets as well as personal data.

To ensure that the rules of the Code of Business Con-
duct are understood and observed, all members of
the Managing Board and employees must regularly
complete an online training programme.

Functioning and composition of the
Managing Board, Supervisory Board,
and Supervisory Board committees

Managing Board

The Managing Board is the company’s managing
body and has overall responsibility for corporate
governance. In this regard, it is obliged to act exclu-
sively in the Group’s best interests within the frame-
work of the law. It takes into account the interests of
shareholders, its employees, and other stakeholders
with the aim of creating sustainable added value. The
Managing Board develops the Group’s strategy, co-
ordinates it with the Supervisory Board, and ensures
its implementation. It makes sure that all provisions
of law and the Group’s internal guidelines are ad-
hered to and works to achieve compliance by Group
companies. It ensures appropriate risk management
and risk controlling within the Group.

The Managing Board Rules of Procedure govern, in
connection with the schedule of responsibilities, the
work of the Managing Board, in particular the de-
partmental responsibilities of individual members of
the Managing Board, matters reserved for the full
Managing Board, and the required majority for reso-
lutions. In accordance with these rules, each member
of the Managing Board runs their management de-
partment independently and on their own responsi-

bility, with the provision that all matters of clearly
defined fundamental importance are to be decided
upon by the full Managing Board. This takes place in
the regular meetings of the Managing Board, led by
the Chairman of the Managing Board, on the basis
of prepared meeting documents. The results of the
meetings are recorded in minutes, which are issued
to all members of the Managing Board. There are no
Managing Board committees. Further details can be
found in the Managing Board Rules of Procedure,
which are publicly available on our website.

Composition of the Managing Board
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Composition of the Managing Board

There are currently nine members on the Managing
Board of Heidelberg Materials AG: the Chairman
of the Managing Board, the Chief Financial Officer,
three further functional members of the Managing
Board (Chief Digital Officer, Chief Sustainability &
New Technologies Officer, and Chief Technical
Officer), and four members of the Managing Board
each in charge of the business in one Group area.
The Managing Board is composed of the following
persons:

Responsibility

Initial

Year of birth appointment Appointed until

Dr Dominik von Achten Chairman of the Managing Board 1965 2007 31 January 2028
René Aldach Chief Financial Officer and

Australia within the Asia-Pacific Group area 1979 2021 31 August 2029
Dr Katharina Beumelburg Chief Sustainability & New Technologies Officer 1976 2024 30 September 2027
Roberto Callieri Asia within the Asia-Pacific Group area 1963 2024 31 December 2026
Axel Conrads Chief Technical Officer 1975 2024 31 January 2027
Hakan Gurdal Africa-Mediterranean-Western Asia Group area 1968 2016 31 January 2029
Dennis Lentz Chief Digital Officer 1982 2021 31 August 2029
Jon Morrish Europe Group area 1970 2016 31 January 2029
Chris Ward North America Group area 1972 2019 31 August 2028

Kevin Gluskie stepped down from the Managing
Board on 31 January 2024, and Dr Nicola Kimm
stepped down on 31 August 2024.

Further information on the composition of the Man-
aging Board and on the areas of responsibility and
mandates of the individual members can be found
in the Annual financial statements of Heidelberg
Materials AG, which are available on the website.
Some personal details can be found in the Managing

Board chapter.
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Diversity concept for the Managing Board

The requirements for filling a Managing Board position
include, among others, many years of international
management experience at Heidelberg Materials or
at other internationally active companies. With the
targeted use of programmes for the advancement of
future executives, Heidelberg Materials is working at
creating a pool of suitable candidates. Subject to the
achievement of the below-mentioned target figure
for the proportion of women, the Supervisory Board
makes no distinction on the basis of gender, origin,
or any other characteristics when filling Managing
Board positions. It makes its decisions regarding
appointments to Managing Board positions at the
company on the basis of objective criteria such as
professional qualifications (international leadership
experience, industry knowledge) and the personal
suitability of the relevant person for the actual task.
In this context, the Supervisory Board also pays par-
ticular attention to an internationally balanced and
complementary composition of the Managing Board.
This diversity regarding the origin of the members
reflects the international and regional positioning
of Heidelberg Materials. The diversity concept men-
tioned above is taken into account in the composition
of the Managing Board. The standard retirement age
for members of the Managing Board is 65 years.

Long-term successor planning
for the Managing Board

With the support of the Managing Board, the Super-
visory Board ensures long-term successor planning
for the Managing Board. The chairs of the Managing
Board and the Supervisory Board are in regular con-
tact for this purpose. In addition, the Supervisory
Board’s Personnel Committee regularly addresses
the issue by discussing the contract durations and
renewal options for serving members of the Manag-
ing Board and consulting on possible successors. In

addition to the requirements of the AktG and the
German Corporate Governance Code, the target set
by the Supervisory Board for the proportion of wom-
en on the Managing Board and the criteria laid out in
the diversity concept adopted by the Supervisory
Board for the composition of the Managing Board
are taken into account. This allows candidates to be
identified for the Managing Board at an early stage
and prepared for their tasks in a targeted way. Struc-
tured discussions are held with these candidates, in-
volving the Supervisory Board’s Personnel Commit-
tee and, if necessary, supported by external advisors.
A recommendation for resolution is then presented
to the Supervisory Board.

Cooperation between Managing Board
and Supervisory Board

The Managing Board and Supervisory Board cooper-
ate closely for the benefit of the Group. To this end,
the Managing Board coordinates the Group’s strate-
gic approach with the Supervisory Board and dis-
cusses the current state of strategy implementation
with it at regular intervals. For clearly defined trans-
actions of fundamental importance, the Supervisory
Board has stipulated reservations of consent in the
Managing Board Rules of Procedure.

The Managing Board informs the Supervisory Board
regularly, in a timely manner, and comprehensively of
all issues of importance to the Group with regard to
strategy, planning, business development, risk situa-
tion, risk management, compliance, and sustainabil-
ity. The Managing Board explains deviations of the
actual business development from previously formu-
lated plans and targets, indicating the reasons for
this. Documents required for decisions, in particular,
the annual financial statements, the consolidated
financial statements, and the auditors’ report, are
sent to the members of the Supervisory Board in due
time before the meeting. The cooperation between

the Managing Board and the Supervisory Board is
shaped by mutual trust and a culture of open debate
while fully protecting confidentiality.

In the periods between Supervisory Board meetings,
the Chairman of the Supervisory Board also main-
tains regular contact with the Managing Board, es-
pecially the Chairman of the Managing Board, to dis-
cuss issues relating to the Group’s strategy, planning,
business development, risk situation, risk manage-
ment, compliance, and sustainability. The Chairman
of the Supervisory Board is informed by the Chair-
man of the Managing Board without delay on impor-
tant events that are essential for the assessment of
the situation and development, as well as for the
management of the company.

Supervisory Board

The Supervisory Board of Heidelberg Materials AG
consists of 12 members. Pursuant to the German
Co-Determination Law (Mitbestimmungsgesetz, Mit-
bestG), it is composed of an equal number of share-
holder representatives and employee representa-
tives. The shareholder representatives are elected by
the Annual General Meeting by a simple majority. At
Heidelberg Materials AG, these elections are held
regularly as individual elections. The employee repre-
sentatives are elected by the employees in accord-
ance with the rules of the MitbestG. Further informa-
tion on the members of the Supervisory Board and
the information required under section 285(10) of
the HGB can be found in the Annual financial state-
ments of Heidelberg Materials AG.
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Composition of the Supervisory Board

Shareholder representatives Employee representatives

Dr Bernd Scheifele
(Chairman)

Werner Schraeder
(Deputy Chairman)

Gunnar Groebler Barbara Breuninger

Ludwig Merckle Katja Karcher

Luka Mucic Markus Oleynik

Peter Riedel

Margret Suckale

Dr Sopna Sury Anna Toborek-Kacar

The Supervisory Board advises and supervises the
Managing Board in the management of the company.
The Managing Board involves the Supervisory Board
in all decisions of fundamental importance to the
Group directly and at an early stage. The Supervisory
Board also appoints the members of the Managing
Board. It determines its own Rules of Procedure,
which govern the organisation and work of the Super-
visory Board, in particular the required majority for
resolutions, the standard retirement age for Super-
visory Board members, the regular limit of length of
membership of the Supervisory Board, and the tasks
of established committees. Furthermore, the Super-
visory Board has defined a catalogue of transactions
and measures that require its consent, based on the
size and risk profile of the company. The Supervisory
Board decides on the granting of consent for sig-
nificant company transactions with members of the
Managing Board or their related parties (related
party transactions).

The Supervisory Board meets at least twice every
half-year; at these meetings, it discusses the open
topics and passes the required resolutions - usually
on the basis of reports drawn up by the Managing
Board and documents received in advance in prepa-
ration for the meeting. Additional or extraordinary
meetings are held if necessary. The results of the
meetings are recorded in minutes, which are issued
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to all members of the Supervisory Board. Separate
preliminary meetings of the employee representa-
tives are held regularly to prepare for the meetings.
The Supervisory Board also meets regularly and on
an ad hoc basis without the Managing Board. Infor-
mation on any conflicts of interest of a member of
the Supervisory Board and how these are treated is
disclosed annually in the Report of the Supervisory
Board to the Annual General Meeting. The Chairman
of the Supervisory Board regularly seeks information
about investors’ views on strategic issues and is pre-
pared to receive and consider suggestions from in-
vestors on topics specific to the Supervisory Board.

An onboarding process is in place for new members
of the Supervisory Board, which provides them with
information relevant to their Supervisory Board
activities. If required, they are given an introduction
to the legal framework surrounding the Supervisory
Board and can also meet with members of the Man-
aging Board and line managers to discuss funda-
mental and current issues in order to gain an over-
view of the topics that are relevant to the company.
The purpose of this is to familiarise the new members
of the Supervisory Board with their rights and obliga-
tions as well as the company’s business model and
the structures at Heidelberg Materials. The members
of the Supervisory Board are themselves responsible
for obtaining the training required for their tasks and
are supported by the company in this respect. The
company also offers specific training sessions -
sometimes with external support - for members of
the Supervisory Board, most recently in November
2024. These training courses cover topics that are
particularly relevant to the company and the work of
the Supervisory Board - for example, with regard to
changes to the regulatory framework, the selection
of suitable investment projects, the ongoing devel-
opment of the company’s antitrust law compliance
system, the company’s risk management system,
any changes to the German Corporate Governance

Code, new reporting requirements, sustainability
within the company, and new, future-oriented tech-
nologies.

Committees of the Supervisory Board

In accordance with the Articles of Association, the
Supervisory Board has set up a total of five commit-
tees, which are entrusted with the tasks and func-
tioning described below. The following respective
plenary session of the Supervisory Board is given an
account of the results of the committee work.

The Personnel Committee is responsible for prepar-
ing the decision of the Supervisory Board concerning
the appointment of members of the Managing Board,
for preparing the election of the Chairman of the
Managing Board, for establishing the Managing
Board’s remuneration structure, for the remuneration
paid to the individual members of the Managing
Board, and for the remuneration report. It is also
responsible for making a decision concerning the
structuring of the non-remuneration-related legal
relationships between the company and the mem-
bers of the Managing Board.

The Audit Committee is responsible for preparing
the decision of the Supervisory Board concerning the
adoption of the annual financial statements and the
approval of the consolidated financial statements,
including the non-financial statement. It is also re-
sponsible for monitoring the accounting process, the
effectiveness of the internal control system, the risk
management system, the internal audit system, the
compliance management system, the audit, and the
quality of the audit. When dealing with the audit, it is
responsible in particular for the preparation of the
Supervisory Board’s proposal to the Annual General
Meeting for the appointment of the auditor, as part
of the selection and proposal procedure provided by
law if applicable, for issuing the audit assignment,

Committees of the Supervisory Board
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Personnel Committee

Sustainability and Innovation Committee

- Ludwig Merckle (Chairman)
- Katja Karcher

- Luka Mucic

- Markus Oleynik

- Peter Riedel

- Dr Bernd Scheifele

- Werner Schraeder

- Margret Suckale

- Dr Sopna Sury

- Anna Toborek-Kacar

Audit Committee

Luka Mucic (Chairman)

- Ludwig Merckle (Deputy Chairman)
Barbara Breuninger

Peter Riedel

- Werner Schraeder

Margret Suckale

establishing points of focus for the audit, verifying
additional non-audit services provided by the auditor
in accordance with the guideline adopted by the
Audit Committee on 6 May 2024, concluding the fee
agreement with the auditor, verifying the auditor’s
independence including obtaining the auditor’s state-
ment of independence, and making the decision con-
cerning measures to be taken if reasons emerge dur-
ing the audit to warrant the possible disqualification
of the auditor or suggest a conflict of interest on the
part of the auditor. Furthermore, the Audit Commit-
tee discusses the half-year financial report and quar-
terly statements with the Managing Board before
they are published. The Audit Committee is also re-

Dr Sopna Sury (Chairwoman)
Barbara Breuninger

- Gunnar Groebler

Katja Karcher

Ludwig Merckle

- Markus Oleynik

Nomination Committee

- Ludwig Merckle (Chairman)
- Margret Suckale
- Dr Sopna Sury

Mediation Committee, pursuant to section 27(3)
of the German Codetermination Law

Margret Suckale (Chairwoman)
- Dr Bernd Scheifele

Werner Schraeder

Anna Toborek-Kacar

sponsible for compliance and human rights issues
and monitors the adequacy and effectiveness of the
internal process for related party transactions.

The financial experts pursuant to section 100(5) of
the AktG are Luka Mucic (Chairman of the Audit Com-
mittee), on account of the expertise he has acquired
in the areas of accounting and auditing through his
professional activity as Chief Financial Officer of
Vodafone Group Plc and, formerly, as Chief Financial
Officer of SAP SE, and Ludwig Merckle, due to the
expertise in the areas of accounting and auditing
he has acquired as a result of his professional activ-
ity and his long-standing membership of the Audit
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Committee of Heidelberg Materials AG. Both have
specialist knowledge and experience in the applica-
tion of accounting standards and internal control and
risk management systems, in auditing, and in sus-
tainability reporting and the auditing thereof.

The Sustainability and Innovation Committee is
responsible for advising and monitoring the Manag-
ing Board on all aspects of sustainability, particular-
ly in connection with the reduction of the company’s
carbon footprint and the resulting innovation topics
and growth opportunities, digital transformation,
and other ESG issues.

The Supervisory Board confirmed Margret Suckale
and Dr Sopna Sury from among its members as sus-
tainability experts on the Supervisory Board. Accord-
ing to the Supervisory Board’s assessment, Margret
Suckale has proven experience and expertise in the
field of sustainability, in particular through her many
years of responsibility for this topic area at BASF (in-
cluding as Head of the Corporate Sustainability
Board) and at association level (committee chair at
the German Chemical Industry Association, VCI), as
well as through her work as an ESG expert on the
Supervisory Board of Deutsche Telekom AG. Accord-
ing to the Supervisory Board’s assessment, Dr Sopna
Sury also has proven experience and expertise in
the field of sustainability, in particular due to her
many years of international and multidisciplinary
work spanning energy solutions (renewable energies
and hydrogen solutions), regulation, business devel-
opment, strategy, and communication, as well as
responsibility for developing green energy solutions
at E.ON, Uniper, and RWE.

The Nomination Committee is responsible for put-
ting suitable candidates for the Supervisory Board
forward to the Supervisory Board for its proposals
for election to the Annual General Meeting. To this
end, it regularly compiles and reviews requirement
profiles for shareholder representatives on the Super-
visory Board and monitors suitable individuals. Be-
fore submitting a candidate recommendation to the
Supervisory Board, the Nomination Committee de-
fines the requirements for the specific mandate to be
filled. In doing so, it complies with the legal require-
ments and takes into account both the recommen-
dations of the German Corporate Governance Code
and the guidelines and objectives adopted by the
Supervisory Board for its composition, in particular
the profile of skills for the Supervisory Board.

The Mediation Committee, formed pursuant to sec-
tions 27(3) and 31(3) of the MitbestG, is responsible
for making a proposal to the Supervisory Board for
the appointment or revocation of the appointment of
members of the Managing Board if the necessary
two-thirds majority is not initially achieved.

Self-assessment of the effectiveness
of the work of the Supervisory Board

Every two years, the Supervisory Board carries out a
regular self-assessment of the effectiveness of the
work of the Supervisory Board and its committees,
as recommended by the German Corporate Govern-
ance Code. The last such self-assessment took place
in the second half of 2023. The self-assessment was
performed by means of a detailed questionnaire,
which the members of the Supervisory Board com-
pleted anonymously, and a subsequent discussion
within the Supervisory Board. This self-assessment
focused on the internal arrangements and organisa-

tion of the Supervisory Board, the preparation,
conduct, and recording of meetings, the culture of
discussions and work, the content and topics of
meetings, the composition of the Supervisory Board,
the cooperation between the Supervisory Board and
the Managing Board, the provision of information,
sustainability, and committee-specific aspects. The
self-assessment of the Supervisory Board and its
committees revealed highly favourable opinions on
all topics. No significant need for change was identi-
fied. Opportunities to further optimise the work of
the full Supervisory Board and the committees in
individual areas were identified and corresponding
measures were initiated. The next self-assessment of
the Supervisory Board and its committees is sched-
uled for the 2025 financial year.

Profile of skills, diversity concept,
and targets for the composition
of the Supervisory Board

Taking into account recommendation C.1 of the
German Corporate Governance Code and section
289f(2)(6) of the HGB (diversity concept), the Super-
visory Board agreed specific objectives regarding its
composition and a profile of skills for the Board as a
whole. In doing so, the Supervisory Board aims to
make a wide range of expertise available to the
Group and to have the broadest possible pool of
candidates at its disposal for the election of future
Supervisory Board members.

Profile of skills
The profile of skills shall ensure that each of the skills

and areas of knowledge or technical experience
listed below is held by at least one member of the
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Supervisory Board, so that the Supervisory Board as
a whole covers all of the necessary skills:

- Industry knowledge (familiarity with the building
materials sector or related industries)

- International management experience (own man-
agement activities in an international environment)

- Personnel competencies (experience in the com-
position of corporate bodies, knowledge of proce-
dures for identifying candidates for relevant posi-
tions, experience in/with change management)

- Governance, legal, and compliance (knowledge of
stock corporation and capital markets law, com-
pliance structures and concepts, and corporate
governance standards, membership in and leader-
ship of co-determined corporate bodies)

- Accounting, auditing, and controlling (experience
and expertise in the fields of accounting and audit-
ing, experience in controlling and risk management
structures)

- Strategy, capital markets (experience in developing
and implementing corporate strategies, M&A ex-
perience)

- Sustainability (experience in the field of sustaina-
bility and sustainable corporate governance, inte-
gration of ambitious sustainability targets into ex-
isting business processes as well as corresponding
change management, knowledge of sustainable
technologies and corresponding business models)
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- Digitalisation (experience in the digitalisation of ex-
isting processes and the development of digital
and data-based business models)

Diversity concept

On the Supervisory Board, the skills listed above
should be represented as broadly and in as balanced
a way as possible. In addition, the in-depth skills of
the individual members of the Supervisory Board in
individual fields should complement each other.
Furthermore, the Supervisory Board shall ensure an
appropriate diversity with regard to the age struc-
ture and the respective educational and professional
background of its members as well as their personal,
national, and/or international background. Attention
shall be paid to the time availability of the Super-

Qualification matrix of the Supervisory Board

visory Board members. The composition of the
Supervisory Board shall appropriately reflect the
national and international orientation of Heidelberg
Materials as a leading building materials manufac-
turer. The Supervisory Board shall be composed of at
least 30 % women and at least 30% men.

Independence

The Supervisory Board aims to include at least four
shareholder representatives who are independent
within the meaning of recommendation C.6 of the
German Corporate Governance Code.

Age limit and length of membership

At the time of election, the members of the Super-
visory Board shall not be older than 70 years. The
regular limit of length of membership of the Super-
visory Board is twelve years.

Status of implementation

The Supervisory Board considers that its current
composition corresponds to its specified targets and
the profile of skills. Details on the status of imple-
mentation of the fulfilment of the profile of skills for
the Supervisory Board can be found in the following
qualification matrix, which was adopted by the Super-
visory Board on the basis of a self-assessment by the
individual Supervisory Board members.

Anna
Dr Bernd Barbara Gunnar Katja Ludwig Luka Markus Peter Werner Margret Dr Sopna Toborek-
Scheifele® Breuninger? Groebler? Karcher? Merckle® Mucic? Oleynik? Riedel?  Schraeder? Suckale? Sury? Kacar?
Industry knowledge ® ® [} ® ® ° [} [
International manage-
ment experience o o ° [ ] ®
Personnel competencies ® [ [} [ [ ® [ [} [ [} [
Governance, legal,
and compliance [ [} [ [ ® [ [} [ [}
Accounting, auditing,
and controlling [ ® [} ® ® ® [ [} ® ®
Strategy, capital
markets ® ® [} ® ® ® ® [} ® [} ®
Sustainability ® [ [} ® ® ® [} ® [} ®
Digitalisation ® [} [ ® ® ® [} [

1) Shareholder representative
2) Employee representative
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In addition, the Supervisory Board ascertained with
respect to its composition and the composition of its
Audit Committee that all of its members are familiar
with the sector in which the company operates.

According to the Supervisory Board’s own assess-
ment, the objectives of the diversity concept have
been fulfilled. The composition of the Supervisory
Board exhibits appropriate diversity with regard to
the age structure and the educational and profes-
sional backgrounds of its members and reflects the
national and international alignment of Heidelberg
Materials. There are currently five women on the
Supervisory Board, of whom two represent the
shareholders and three represent the employees. The
proportion of women on the Supervisory Board is
thus 41.67%. The minimum proportion of at least
30% each of women and men on the Supervisory
Board, as specified in section 96(2) of the AktG, has
therefore been fulfilled.

According to the assessment of the shareholder rep-
resentatives on the Supervisory Board, all shareholder
representatives (Dr Bernd Scheifele, Gunnar Groebler,
Ludwig Merckle, Luka Mucic, Margret Suckale, and
Dr Sopna Sury) can currently be regarded as inde-
pendent within the meaning of the German Corpo-
rate Governance Code. In its assessment, the Super-
visory Board took into account the fact that Luka
Mucic, as a member of the board of Vodafone Group
plc, holds a position of responsibility at an external
company with which Heidelberg Materials AG has a
business relationship. However, as the business suc-
cess of Heidelberg Materials AG is not significantly
influenced by its business relationship with Vodafone
and no other dependency on Vodafone Group plc
exists, the Supervisory Board considers Mr Mucic to
be independent. The Supervisory Board also took
into account the fact that Ludwig Merckle has been
a member of the Supervisory Board for more than
12 years. In the opinion of the Supervisory Board, this
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length of membership does not lead to a conflict of
interest on the part of Mr Merckle, as his work in past
years has shown that this length of membership does
not give cause for any such concern. In addition, the
regular limit of length of membership of the Super-
visory Board and the standard retirement age have
been taken into account.

Target figures for the gender balance on the
Managing Board and in the two leadership
levels below the Managing Board and informa-
tion on compliance with the minimum propor-
tion of women and men in the composition of
the Managing Board and Supervisory Board

The law requires Heidelberg Materials AG to define
target figures for the proportion of women on the
Managing Board and in the two leadership levels
below the Managing Board.

On 18 March 2020, the Supervisory Board resolved
to set the target figure for the proportion of women
on the Managing Board of Heidelberg Materials AG
as at least one woman for the period from 1 July
2020 to 30 June 2025. In addition, according to the
AktG, the Managing Board must have as members at
least one woman and at least one man (minimum
participation requirement). With Dr Nicola Kimm and
her successor Dr Katharina Beumelburg as members
of the Managing Board, the Supervisory Board’s
target was achieved ahead of schedule, and the
composition of the Managing Board of Heidelberg
Materials AG thus complies with the above-mentioned
legal requirements. The Supervisory Board will con-

tinue its efforts to identify suitable women who meet
the requirements for filling a position on the com-
pany’s Managing Board. Independently of this, the
Supervisory Board continues to strive to take diver-
sity into account when making personnel decisions.

When filling management positions within the Group,
the Managing Board also considers diversity, and in
doing so, strives to give due consideration to women.
The Managing Board has defined an ambitious target
for the proportion of women in leadership positions.
In Germany, the aim is for the proportion of women
to reach 27% for each of the two leadership levels
below the Managing Board by 2027. As at 31 Decem-
ber 2024, the proportion of women in leadership po-
sitions in Germany was 13% at the first level below
the Managing Board and 27% at the second level
below the Managing Board.

The Managing Board has also formulated a global
target for the proportion of women in leadership
positions of 25% by 2030. As at 31 December 2024,
the proportion of women across the Group in man-
agement positions in the first and second leadership
levels below the Managing Board was 18%. Further
information can be found in the Non-financial state-

ment chapter.

With regard to the statutory minimum proportion of
women and men on the Supervisory Board and the
implementation of these proportions at Heidelberg
Materials AG, please refer to the explanations given
under Profile of skills, diversity concept, and tar-
gets for the composition of the Supervisory Board.

Shareholdings of members of the
Managing Board and Supervisory Board

The direct or indirect ownership of shares or share-
based financial instruments, especially derivatives,
by members of the Managing Board is shown in the
Remuneration report chapter and has not exceed-
ed the threshold of 1% of the issued shares in any
individual case or in total.

According to the voting rights notifications available
to the company, Supervisory Board member Ludwig
Merckle holds 28.88% of the issued shares via Spohn
Cement Beteiligungen GmbH, a company under his
control. As regards the other members of the Super-
visory Board, the ownership of shares or share-
based derivatives has not exceeded the threshold of
1% of the issued shares in any individual case or in
total, according to the available notifications.
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Heidelberg Materials
in the capital market

Overview

In Germany, the Heidelberg Materials share is listed
for trading on the Prime Standard segment of the
Frankfurt Stock Exchange and on the Regulated Mar-
ket of the Stuttgart, Dusseldorf, and Munich stock
exchanges. The Heidelberg Materials shareis listed in
the German benchmark index DAX. In the USA, the
Heidelberg Materials share has been traded since
30 December 2024 as part of a sponsored OTC
Level I ADR programme. Prior to that, ADRs were
tradable as part of an unsponsored programme.
American depositary receipts (ADRs) are share cer-
tificates issued by US banks, which represent owner-
ship of shares of non-US companies. These share
certificates are traded on the over-the-counter (OTC)
market.

Our share ranks among the most important building
materials shares in Europe. Besides the DAX, it is also
included in other indices, such as the S&P Global 1200
Construction Materials Index and STOXX Europe 600
Construction & Materials Index. Our stock is also list-
ed in the sustainability indices FTSE4Good Europe
and DAX 50 ESG. With effect from 23 December
2024, our share has been included in the Dow Jones
Sustainability Index (DJSI) Europe. The DJSI Europe
index is composed of European companies that have
achieved outstanding results in the S&P Global Cor-
porate Sustainability Assessment.

Development of the Heidelberg Materials share compared to MSCI World Construction Materials Index

and DAX in 2024 Index (Base: 29 December 2023 = 100)
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Development of the Heidelberg Materials share
(ISIN DE0O006047004, WKN 604700)
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Development of the Heidelberg Materials
share

In the 2024 financial year, despite a challenging
macroeconomic environment and subdued demand
for building materials, the Heidelberg Materials share
price continued the strong upwards trend of the pre-
vious year. This was due in particular to the compa-
ny’s strong operational performance. The Heidelberg
Materials share began the 2024 stock market year at
€80.94, improved further over the course of the year,
and closed the year at €119.30. Compared with the
end of 2023, the Heidelberg Materials share price in-

T T T T T
Jul Aug Sep Oct Nov Dec Jan

@ MSCI World Construction Materials Index

creased by 47.4%, making it one of the top perform-
ers in the DAX. The DAX and the MSCI World
Construction Materials Index recorded increases of
18.8% and 16.4% respectively during the same period.
At the end of 2024, Heidelberg Materials’ market
capitalisation amounted to €21.3 billion (previous
year: 14.7).

€ 2023 2024
Year-end share price 80.94 119.30
Highest share price 81.78 126.90
Lowest share price 55.10 78.92
Equity per share on 31 Dec. 99.32 110.63
Market capitalisation 31 Dec.

(€°000s)® 14,736,594 21,286,790
Earnings per share 10.43 9.87
Change compared with previous

year

Heidelberg Materials share price 51.9% 47.4%
DAX 20.3% 18.8%
MSCI World Construction Materials

Index 56.8% 16.4%

1) On the basis of outstanding shares (issued shares less treasury shares).

Dividend proposal of €3.30 per share

Heidelberg Materials pursues a progressive dividend
policy with the aim of increasing the dividend annually.
The Managing Board and Supervisory Board will pro-
pose to the Annual General Meeting the distribution of
a dividend of €3.30 (previous year: €3.00) per share
entitled to dividend. On the basis of the share price at
the end of 2024, the dividend yield is 2.8 %.
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Second share buyback programme

In order to allow its shareholders to continue par-
ticipating in the company’s success beyond the
progressive dividend policy, Heidelberg Materials
launched a new share buyback programme in May
2024. The programme has a total volume of up to
€1.2 billion and a term running until the end of 2026.
It is envisaged that the share buyback will be carried
out in three tranches. Within the scope of the first
tranche, a total of around 3.6 million own shares were
acquired on the stock exchange between 23 May and
25 November 2024 at a total price (including inciden-
tal acquisition costs) of around €350 million.

The around 4.1 million treasury shares from the final
tranche of the 2021-2023 share buyback programme
were cancelled with a reduction in the subscribed
share capital on 21 February 2024. As a result, the
subscribed share capital of Heidelberg Materials AG
amounted to €546,204,360 as at 31 December 2024
and was divided into 182,068,120 no-par value shares.
The around 3.6 million treasury shares from the first
tranche of the current share buyback programme
were cancelled with a reduction in the subscribed
share capital on 24 February 2025. Since then, the
share capital of Heidelberg Materials AG has totalled
€535,292,280 and has been divided into 178,430,760
no-par value shares.

Heidelberg Materials AG share capital

Share
capital Number
€°000s of shares

1 January 2024 558,557 186,185,619
Cancellation of treasury shares -12,352 -4,117,499
31 December 2024 546,204 182,068,120
Cancellation of treasury shares -10,912 -3,637,360

Since 24 February 2025 535,292 178,430,760

Shareholder structure

An analysis of the shareholder structure conducted
at the end of 2024 showed that the proportion of
North American investors had risen slightly. The pro-
portion of German investors had fallen compared
with the previous year, but the proportion of inves-
tors from continental Europe (excluding Germany)
had increased, thanks to new buyers in France and
Northern Europe.

At the end of 2024, investors from North America
and Germany formed the two largest investor groups,
accounting for 34.2% and 32.3% of shares issued,
respectively, followed by investors from the UK and
Ireland at 9.2% and continental Europe (excluding
Germany) at 7.6%. Investors from other geographi-
cal regions and retail investors accounted for the re-
maining 16.7%. The largest shareholder and anchor
shareholder is Ludwig Merckle, who, according to the
voting rights notifications available to the company,
held 28.88% of the issued shares via Spohn Cement
Beteiligungen GmbH, a company under his control,
as at 31 December 2024. The free float as defined by
Deutsche Borse was 72.36% at the end of 2024.

Geographical distribution of shareholders
(as at year-end 2024) in %

® North America

® Germany
Rest of the world
UK & Ireland

Continental
Europe (without
Germany)

Dividend key figures
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2020 2021 2022 2023 2024
Dividend per share in € 2.20 2.40 2.60 3.00 3.30
Dividend yield 2 in % 2.8 4.6 3.7 3.0 2.8
Adjusted profit for the financial year attributable
to Heidelberg Materials AG shareholders in €m?® 1,365 1,561 1,790 1,989 2,155
Total dividend amount in €m 437 458 484 546 589
Payout ratio in % 32.0 29.4 27.0 27.5 27.3

1) Proposal to the Annual General Meeting on 15 May 2025

2) Dividend per share/share price on the day of the Annual General Meeting; for the 2024 financial year: dividend per share/share price at the end of the financial year
3) Profit for the financial year attributable to Heidelberg Materials AG shareholders excluding the additional ordinary result; 2023 and 2024 values: in addition, excluding
provision for obligations attributable to discontinued businesses of the Hanson Group.
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Credit and sustainability ratings

Details of Heidelberg Materials’ credit rating by the
rating agencies S&P and Moody’s can be found in the
Group financial management section. ESG factors
are becoming increasingly important in investment
decisions. The ESG rating agencies relevant to
Heidelberg Materials and their ratings can be found
in the ESG ratings and indices section.

Frameworks established for sustainable
financing

With the Green Finance Framework and the Sus-
tainability-Linked Financing Framework, Heidelberg
Materials has introduced two sustainable financing
frameworks in order to align the company’s financing
requirements with its sustainability strategy. The
Green Finance Framework introduced in May 2024
enables Heidelberg Materials to use green bonds to
finance sustainability-related projects. The frame-
work complements the Sustainability-Linked Financ-
ing Framework published in 2022, which can be used
for the issue of various sustainability-linked financ-
ing instruments. Further information on sustainable
financing can be found in the Sustainable financing
and taxes chapter and in the Group financial man-
agement section.

Investor relations - open dialogue
and transparent communication

In 2024, our investor relations work mainly centred
on fostering existing investor relations and attracting
new, long-term investors. During the reporting year,
management and the investor relations team met
more than 400 investors physically and virtually at
conferences and roadshows, as well as for one-on-
one and group discussions.

Besides the business figures, the particular focus of
the events and discussions was on the Group strate-
gy with regard to portfolio management and the
transformation topics of sustainability and digitalisa-
tion, as well as the company’s financial manage-
ment, strict cost management, and capital allocation
strategy. Our progress towards climate neutrality
and our pioneering role in carbon capture, utilisation,
and storage (CCUS) technologies were discussed in-
tensively. Under the evoZero® brand, we will offer our
customers the world’s first net-zero cement based on
carbon capture and storage (CCS) technology. The
investor relations team was in regular contact with
analysts again in 2024. At the end of 2024, 28 ana-
lysts covered Heidelberg Materials.

In March 2024, the Chairman of the Supervisory
Board held in-depth discussions with investors from
Germany, the UK, and the USA as part of a corporate
governance roadshow. The main topics covered
were remuneration, the efficiency of the Supervisory
Board, and the composition of the Supervisory Board
and its committees.

Heidelberg Materials values open dialogue and trans-
parent communication with the capital market and
other stakeholders. We take criticism and demands,
for instance regarding corporate governance, seri-
ously, analyse and evaluate them, and continuously
make improvements. In the future, we will continue
the constructive discussions and direct dialogue
with capital market participants in order to further
strengthen trust in our company and our share.
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Shaping transformation:
sustainability and innovation

Sustainability is one of the most transformative top-
ics of our time and an integral part of Heidelberg
Materials’ Group strategy. It influences every busi-
ness decision and is firmly anchored in our day-to-
day business at our almost 3,000 locations.

We are convinced that a modern sustainability strat-
egy requires strong and ambitious targets combined
with relevant key figures. After all, inaction is more
expensive than action - this is the case for the effects
of climate change, and other measures such as the
continuous development and training of our em-
ployees.

Our overarching objective is to decarbonise our ce-
ment and concrete products by applying innovative
technologies and sustainable practices. By consist-
ently integrating sustainability into our value chains,
we have been able to significantly expand our range
of sustainable products and solutions in recent years.
Be it 3D concrete printing, circular building products
made from recycled resources, or the significant
impact that CCUS technologies will soon have on our
sustainable product portfolio: Heidelberg Materials’
teams are working hard at developing and scaling
new solutions. In order to reflect the crucial impor-
tance of innovation in the transformation of our com-
pany, the topics of sustainability and new technolo-
gies have been bundled into a single Managing Board
responsibility since 2024.

For industrial transformation and the transition to
climate neutrality to succeed, our stakeholders need
to understand and support the associated changes.
That is why our sustainability teams offer training on
ESG topics, virtual sustainability days, and work-
shops on circular economy and decarbonisation. We
communicate the added value of sustainable prod-
ucts to our customers through various events and
communication formats. Additionally, we are involved
in associations and networks to promote sustainabil-
ity at all levels and together with other social stake-
holders.

We thus keep our eyes focused on the entire range of
ESG issues - after all, aspects such as occupational
safety, responsible procurement, respect for human
rights, and ensuring equal opportunities are crucial
to lead our company in a forward-looking way. The
health and well-being of our employees is the foun-
dation of a productive and engaged workforce, and
diverse teams make us stronger as a company. We
are areliable partner for the communities around our
operational sites. We contribute to a nature positive
world through our biodiversity programme and sus-
tainable water management.

The following pages provide a brief overview of our
activities and targets in connection with the sustain-
ability topics that are important to us.
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“We are turning sustainability into

a business case - with innovative
technologies and the most ambitious
CO, roadmap in our industry.”

Dr Katharina Beumelburg
Chief Sustainability & New Technologies Officer
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Material topics for a
more sustainable future

Climate change

How do we achieve
our climate targets?

As one of the largest building materials manu-
facturers worldwide, we are aware of our special
responsibility. A key focus of our climate strate-
gy is the reduction of CO, emissions: Heidelberg
Materials has set ambitious targets for reducing
specific net CO, emissions to 400 kg per tonne
of cementitious material by 2030 and achieving
net-zero emissions by 2050 latest. Our targets
have been validated by the Science Based Tar-
gets initiative (SBTi) as aligned with the 1.5°C
Roadmap for the cement industry. To achieve
this, we are leveraging key business activities.
These include measures in clinker and cement
production as well as the pilot and scale-up of
important breakthrough technologies.

We are investing in the modernisation and effi-
ciency of our facilities while increasing the use
of alternative fuels, especially waste-based bio-
mass. This reduces fossil fuel use and signifi-
cantly lowers CO, emissions. Blast furnace slag,
fly ash, and calcined clays can be used to reduce
the proportion of traditional clinker in cement.

In addition, we are striving to expand our use
of renewable energies and improve energy effi-
ciency. We are investing in our facilities for the
generation of green electricity and entering long-
term power purchase agreements (PPASs) to in-
crease the ratio of renewables in our energy mix.

However, these measures alone are not suffi-
cient to make substantial progress towards net-
zero emissions. Therefore, we also focus on
researching and implementing breakthrough
technologies such as carbon capture, utilisation,
and storage (CCUS). Projects such as the pio-
neering CCS project in Brevik, Norway, and the
Cap?2U carbon capture project in Lengfurt, Ger-
many, which will both begin operation in 2025,
are examples of our innovative abilities in this
field.

Find out more in the Climate change chapter.

Pollution

How are we
contributing to

clean air and soil?

We are aware of the effects of our production
processes and work continuously to minimise
our environmental impact. We consider the re-
sponsible management of air and soil pollution
to be a key aspect of our sustainability strategy.
Thus, we focus on applying strict guidelines, reg-
ular environmental assessments, and the use of
innovative technologies to reduce emissions.

A key aspect of our environmental strategy is
the reduction of air pollutants. In addition to
CO, emissions, cement production also causes
the release of dust and air pollutants such as
sulphur oxides (SOy) and nitrogen oxides (NOy).
Heidelberg Materials has implemented strict
policies and measures to control the emission of
these pollutants. By using innovative process
technologies and emission reduction systems,
we reduce air pollution and contribute to im-
proving air quality.
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We regularly carry out environmental assess-
ments and self-audits to ensure our operational
sites comply with local legal requirements for
the protection of air and soil. These audits help
us identify potential environmental risks and
take preventive measures.

Heidelberg Materials is also committed to soil
protection. We ensure fuels and chemicals are
always stored in compliance with local environ-
mental standards. Spill control systems and
special hazardous material safety cabinets are
available at our operational sites to prevent soil
contamination.

Find out more in the Pollution chapter.
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Water and marine resources

How do we promote access

to clean water?

Heidelberg Materials is committed to the pro-
tection and active management of water re-
sources. We strive to minimise the impact of our
business activities on natural water resources
and monitor water use, especially in regions with
water risks. We focus on individual, location-
specific solutions to reduce water consumption
and work closely with local communities to en-
sure fair water distribution. Water management
plans and water recycling systems help us re-
duce our water consumption, especially in water-
scarce regions, and to minimise the environmen-
tal impact of our wastewater.

We obtain water from a variety of sources, pay-
ing particular attention to the use of rainwater
and recycled water. Heidelberg Materials re-
cycles water at various production sites for re-
use in cooling or vehicle cleaning, for example.
In the interest of the circular economy, our con-
crete plants are also equipped with recycling
plants that make it possible to reuse process
water generated during concrete production.

We support access to clean water and sanita-
tion as a fundamental human right. Whenever
possible, we make surplus water resources de-
rived from quarry drainage or rainwater har-
vesting available to nearby local communities.
As a signatory to the World Business Council
for Sustainable Development (WBCSD) WASH
Pledge, we are also committed to providing our
employees and contractors with access to safe
drinking water, sanitation, and hygiene at all our
operational sites worldwide.

Find out more in the Water and marine re-
sources chapter.

Biodiversity and ecosystems
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How do we provide valuable
habitats for animal and plant
species at our operational sites?

For us, biodiversity means protecting and pro-
moting the diversity of species and ecosystems,
preserving natural habitats, and strengthening
nature’s resilience in facing the challenges of
climate change.

As a quarrying business, our activities have a
significant impact on the environment. We see it
as our responsibility to minimise these effects
through responsible mining and holistically
planned land use which considers environmental
and social aspects and promotes biodiversity.
To achieve this, we rely on location-specific
measures to create and sustain temporary hab-
itats.

Protected species which find valuable habitats
in the quarries and gravel pits of Heidelberg
Materials include sand martins, yellow-bellied
toads, eagle owls, and Eurasian otters. Pollina-
tors such as butterflies, solitary bees, and other
endangered insect species also benefit from un-
disturbed habitats in our quarries.

We work closely with partners such as BirdLife
International, IUCN, and various universities to
develop and implement innovative approaches
to habitat creation and restoration, to educate
and raise awareness to empower our local work-
force. Our research and educational competi-
tion, the Quarry Life Award, also promotes a
better understanding of the biodiversity value of
quarries and gravel pits.

Quarry restoration is also an integral part of our
biodiversity strategy. Our objective is to restore
affected areas to a condition at least as good
or better than before the commencement of
quarrying operations.

Find out more in the Biodiversity and ecosys-
tems chapter.
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Circular economy

How do we close the
loop for cement and concrete?

In a world where resources are becoming ever
more precious, we need to use them carefully.
For Heidelberg Materials, circularity means
keeping materials and products in their lifecycle
for as long as possible and reducing the use of
primary raw materials. We promote circular
economy along the entire value chain, for exam-
ple, through the recycling of building materials
such as concrete and asphalt, as well as the re-
covery of non-recyclable waste. The company’s
cement kilns also process alternative fuels and
biomass, which generate energy and replace
primary mineral raw materials.

An area of focus is the development of innova-
tive recycling processes and the integration of
recycling companies into the Group’s structure.
Since our concrete is fully recyclable, we can
readily meet this objective.

We are continuously expanding our portfolio of
circular products to offer our customers more
alternatives to standard concrete products. This

includes the development of concrete mixtures
with reduced clinker content and increased recy-
cled content, as well as research into alternative
binders. Particular attention is paid to the use of
digital construction processes such as 3D-con-
crete printing, which enables material savings
and reduces construction waste.

By means of our innovative proprietary ReCon-
crete process, waste concrete is crushed and
sorted almost homogeneously into its compo-
nents. This method allows for the extraction of
sand, gravel, and even hardened cement paste.
The latter can be reused as a valuable low-car-
bon raw material in clinker and cement produc-
tion, replacing natural limestone to support cir-
cularity. In addition, the hardened cement paste
can absorb and permanently bind CO,, thus
acting as a carbon sink.

Find out more in the Circular economy chapter.

Own workforce

How do we create a good
working environment for

our employees?

Our employees are crucial to the success of our
company. We are committed to ensuring they
can work in a safe and supportive environment
that promotes their personal and professional
development. Occupational health and safety,
the promotion of diversity and inclusion, and
further training are decisive for ensuring this.

Another area of focus is compliance with human
rights. Heidelberg Materials is committed to ful-
ly respecting the human rights of its employees.
In addition to personal self-determination, this
also includes the equal treatment of all em-
ployees, regardless of origin, ability, or belief.
We do not tolerate child or forced labour.

We respect our employees’ freedom of expres-
sion and strive to conclude collective agreements
that improve employment conditions. By engag-
ing in regular dialogue with our employees - di-
rectly or through workers’ representatives - we
incorporate their perspectives into our Group
strategy.
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Given the inherent risks of accidents and injuries
in the production of cement and aggregates, we
have firmly embedded occupational health and
safety into our work processes. We also pro-
mote flexible working models and support the
mental health of our employees. Advanced train-
ing opportunities help improve the skills and
competencies of our workforce and support in-
dividual development.

Diversity, equity, and inclusion are also of great
importance to Heidelberg Materials. Our objec-
tive is to increase the proportion of women in
senior management positions and promote
the professional development of our employees
through comprehensive career development
programmes.

Find out more in the Own workforce chapter.
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Workers in the value chain Affected communities

How do we promote fair
and safe working conditions 3D
in the value chain?

\ How do we
engage with local
communities?

A A

We recognise the importance of fair working
conditions and respect for human rights, and
we are actively committed to embedding these
principles throughout our value chain. In this
context, we pay close attention to the impact of
our business activity on the workforce in the up-
stream and downstream value chains. We thus
strive to create transparency in their working
conditions and make sure human rights are
respected along the entire value chain.

We work closely with our suppliers to ensure they
adhere to the principles of our Supplier Code of
Conduct, which prohibits child and forced labour
and strives to ensure fair and safe working con-
ditions. We also carry out regular risk analyses
to verify our suppliers’ compliance with labour
and human rights standards. This includes as-
pects such as the assessment of wages and
working hours as well as occupational health
and safety.

Our Responsible Procurement initiative aims to
integrate sustainability criteria into the procure-
ment process to identify and mitigate potential
risks at an early stage. By working with partners
such as IntegrityNext and Avetta, we can ef-
fectively monitor compliance with human rights
standards and ensure our suppliers implement
ethical practices.

Regarding health and safety, suppliers and con-
tractors are subject to the same strict rules as
our own workforce. On-the-job education and
training help ensure all workers can perform
their tasks safely and responsibly.

Find out more in the Workers in the value
chain chapter.

Our business activities are locally based. Thus,
we pay special attention to our interaction with
nearby communities and our impact on individ-
uals’ daily lives, their health and safety, and the
socio-economic environment. We aim to amplify
the positive impact of our business activities
and prevent or mitigate potential negative im-
pacts. However, we know the building materials
industry, particularly the extraction of raw ma-
terials, presents various challenges such as
those regarding land use and the sharing of re-
sources like drinking water. We have developed
various policies and actions to address these
issues in a structured manner.

An important part of our strategy is to under-
stand the needs of and actively engage with lo-
cal communities. Regular discussions with local
stakeholders and the creation of community
engagement plans help us manage the social,
environmental, and economic impacts of our
operations and strengthen the positive effects.

Our employees also take an active part in com-
munity life by volunteering as part of our corpo-
rate volunteering programme. Our CSR activi-
ties focus on projects that promote sustainable
development, infrastructure, education, culture,
and the environment. Heidelberg Materials reg-
ularly reviews the effectiveness of the imple-
mented actions and adjusts them as necessary
to ensure long-term effectiveness of projects
and meet the needs of local communities.

Find out more in the Affected communities
chapter.
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Consumers and end-users

3

construction projects?

Heidelberg Materials’ interactions with consum-
ers and end-users are based on the provision of
standard-compliant, high-quality sustainable
products, the use of digital solutions to optimise
ordering processes, the promotion of customer
satisfaction, and the protection of personal
data. We ensure the reliability and performance
of our products through regular quality controls
- bothinternally in our own test laboratories and
through external monitoring.

With the wide range of low-carbon and circular
products in our evoBuild portfolio, we help our
customers to achieve their sustainability tar-
gets. These include concretes with an improved
carbon footprint, which reduce the CO, intensity
of concrete by using substances such as blast
furnace slag and fly ash as secondary cementi-
tious materials (SCMs). We also offer concrete
solutions containing varying proportions of re-
cycled aggregates, which are available in many
countries.

-
N
|
How do we support
our customers’ sustainable
1R

The Net Promoter Score enables us to determine
the needs of our customers - including those
regarding our sustainable products and digital
offerings - and to implement potential improve-
ments as early as possible.

Our digital solutions play an important role in
optimising ordering processes. Our OnSite app,
for example, allows customers to order materi-
als directly, track their shipment and arrival, and
reduce costs by minimising overproduction and
optimising logistics. SmartRock sensors help
monitor the strength development of concrete
on-site, which can reduce construction time and
costs.

Find out more in the Consumers and end-users
chapter.

Corporate governance

How do we promote
ethical behaviour and
business excellence?

Heidelberg Materials’ pursuit of outstanding
business performance and a leading position
among the best players in our industry also re-
quires a commitment to legally and ethically
correct behaviour. We have developed compre-
hensive policies and measures to strengthen our
corporate governance and culture. With clear
guidelines, continuous training, and a compre-
hensive compliance program, we promote a
positive corporate culture while minimising risks
such as corruption, bribery, and competition law
infringements.

Our Group-wide compliance programme in-
cludes training, risk assessments, and reporting
measures and is continuously being developed.
An important component of this programme
is the SpeakUp whistle-blower system, which
enables internal and external parties to anony-
mously report potential violations, such as those
regarding discrimination, occupational health
and safety, or antitrust law.
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We regularly conduct corruption risk assess-
ments and provide training on corruption pre-
vention to our employees worldwide. Business
partner review processes and process defi-
nitions such as the dual control principle help
prevent corruption. We consistently evaluate
whether our employees behave in an ethical and
compliant manner, as set out in our Code of
Business Conduct, and also document our
findings as part of our annual performance
appraisal.

To support decarbonisation of the cement in-
dustry, we also monitor political discussions and
legislative processes. Regular evaluations of our
political lobbying and association work ensure
that our activities are aligned with our corporate
targets and international climate protection
agreements.

Find out more in the Corporate governance
chapter.
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Sustainable financing and taxes

Compliant behaviour is an integral part of our busi-
ness activities. With our Code of Business Conduct
and Policy Statement on Human Rights, we have
established our own Group-wide set of rules. We cre-
ate jobs at our locations - both directly at our pro-
duction sites and indirectly in upstream and down-
stream business sectors. We promote economic
development with wages, investment, procurement,
and taxes, particularly in economically weak regions,
and assume our social responsibility. Since 2022, our
financial instruments have also been linked to sus-
tainability aspects.

Tax strategy

We are aware that tax revenues are an important
cornerstone for financing government investments
and expenditure and therefore also for social cohe-
sion in any given country. To secure our licence to
operate, it is essential that we comply with tax laws
and regulations and pay taxes in the countries where
we are active and generate profits. Our tax strategy
forms the basis for the implementation of our sus-
tainable business activities. It is closely linked to our
Group strategy and sustainability targets and ap-
plies to all subsidiaries worldwide. It is reflected in
our Tax Principles & Values, which set out the values
and standards that guide our actions with respect
to taxation.

Our internal control processes and guidelines are de-
signed to avoid any violations of laws, thereby pro-
tecting our company and our employees and avert-
ing any reputational damage. The positions we take
are based on an appropriate interpretation of tax
laws and regulations as well as any relevant judg-
ments and opinions. Our tax matters are handled by
internal tax specialists or external tax consultants.
Our tax processes and controls are subject to regular
audits by internal and external specialists. Any sig-
nificant findings and risks are reported to the Chief
Financial Officer and the Audit Committee of the
Supervisory Board.

We communicate openly and transparently with tax
authorities and aim to inform them promptly about
important transactions and any tax issues. We
organise our business transactions on the basis of
sound economic and legal facts, and do not use any
aggressive or artificial tax arrangements. According
to the list of shareholdings, Heidelberg Materials
has subsidiaries in countries that are considered
tax havens; these companies are known to the tax
authorities and are not used for tax avoidance
purposes.

Financing

Heidelberg Materials has introduced a green finance
framework and a sustainability-linked financing
framework in order to align the company’s financ-
ing requirements with its sustainability strategy. We
strongly believe that sustainable financing is an ef-
fective tool to channel investments towards projects
that contribute to the implementation of the Paris
Agreement and the UN Sustainable Development
Goals (UN SDGs). Our target is therefore to increase
the share of sustainable financial instruments to over
70% by 2025. We are currently at 62% (previous year:
50%).

Both frameworks have been established as a plat-
form for the issue of various sustainability-linked
financial instruments, such as bonds (including pri-
vate placements), commercial paper (CP, short-term
bearer bonds of a money market character), loans,
debt certificates, and other earmarked and sustain-
ability-linked financial instruments, in various for-
mats and currencies.
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Heidelberg Materials is a pioneer in the field of com-
mercial paper with a sustainable performance target.
The CP programme is also linked to the reduction of
specific CO, emissions per tonne of cementitious
material in accordance with the 2026 target set out
in the Sustainability-Linked Financing Framework. If
we are unable to reduce CO, emissions within the
defined period and at the specified level, an addition-
al annual interest payment must be donated to
BirdLife Europe to promote biodiversity.

In 2023, for the first time, we placed sustainabili-
ty-linked bonds with a total issue volume of €1.5 bil-
lion and linked the interest coupons to the industry’s
most ambitious climate targets. The interest rate on
the bond is linked to the development of the specific
CO, emissions per tonne of cementitious material
until 2026 and 2030.

In 2024, Heidelberg Materials became the first
European manufacturer in the heavy building materi-
als industry to issue two green bonds. The projects
financed by these green bonds with a total volume of
€1.2 billion, range from the modernisation of plants,
such as by increasing the use of alternative fuels, to
the expansion of carbon capture technologies.


https://www.heidelbergmaterials.com/en/company/corporate-governance
https://www.heidelbergmaterials.com/en/sustainability/esg-documents-and-policies
https://www.heidelbergmaterials.com/en/sustainability/esg-documents-and-policies
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ESG ratings and indices

The sustainable capital market continues to develop
dynamically. This dynamic is also reflected in the
steadily growing interest shown by our shareholders,
financial analysts, and other market participants.

Sustainability ratings and rankings evaluate and an-
alyse the sustainability performance of companies.
These are reflected, in part, in material risks and
rewards in relation to environmental, social, and cor-
porate governance (ESG). So-called extra-financial
indicators, such as ESG performance, have a long-
term impact on corporate success. In particular,
Heidelberg Materials’ commitment to climate, sus-
tainable product solutions, and sustainability report-
ing was rated positively in several ESG ratings in
2024.

Our ESG rating strategy is an important tool that
helps us not only to record and monitor the dynamic
ESG market environment, but also to continuously
identify best practices and optimisation potential.
We regularly evaluate the relevance and importance
of various ESG ratings.

1) The resultis still pending and is expected at the end of April 2025.

CDP

In the CDP sustainability rating, Heidelberg Materials
received a classification of A for “Climate Change”
and A- for “Water Security” in 2023.0

www.cdp.net

DAX 50 ESG
Our shareis part of the DAX 50 ESG index, which was
launched in 2020.

EcoVadis

In July 2024, we significantly improved our EcoVadis
rating and achieved an overall score of 77. Special
mention was made of Heidelberg Materials’ CO,
management and decarbonisation strategy.
www.ecovadis.com

ISSESG

In October 2024, we were able to improve our ISS
ESG corporate rating from a C+ rating to a B- rating
for the first time and continue to bear the ISS ESG
Prime label.

www.issgovernance.com

Moody’s ESG Solutions

In the 2023 rating by Vigeo Eiris, Moody’s ESG rating
unit, Heidelberg Materials received an overall score
of 67, placing it among the top three out of 25 com-
panies in the building materials sector.

esg.moodys.io

MSCI

In 2024, Heidelberg Materials was again graded AA
in the MSCI rating.

www.msci.com

S&P Global

Heidelberg Materials participates annually in the S&P
Corporate Sustainability Assessment (CSA), achiev-
ing a score of 80 in 2024. Heidelberg Materials has
thus been included in the Dow Jones Sustainability
Index (DJSI) Europe for the first time since Decem-
ber 2024.

www.spglobal.com

Sustainable Fitch

In September 2023, Heidelberg Materials participat-
ed in the Sustainable Fitch Rating for the first time
and was commended for its sustainability reporting.
www.sustainablefitch.com
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Sustainalytics

In Sustainalytics’ ESG Risk Rating, Heidelberg
Materials achieved a score of 26.2 in January 2025,
placing it in the medium risk category. Special
mention was made of the company’s environmental,
health, and safety management systems.
www.sustainalytics.com
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Heidelberg Materials
as an employer

In 2022, we launched our new corporate brand:
HeidelbergCement became Heidelberg Materials.
The name stands for our innovative portfolio and
reflects our aspiration to be open to change while
remaining approachable and authentic. More than
25 countries have now adopted our rebranding, and
we already generate more than 80 % of our sales with
products under the new brand. This development
also includes a clear value proposition of what we
stand for as a global company - for our customers,
other stakeholders, and above all, for our employees.

We want to be perceived as an innovative, sustaina-
ble, and diverse employer with a value-oriented cor-
porate culture in which employees can reach their full
potential while contributing to a better future for the
entire industry. Our objective is to promote growth,
team spirit, and mutual appreciation in order to en-
sure our mutual success and advance the Heidelberg
Materials brand.

To convey this message to the outside world, in ad-
dition to strengthening our community internally, we
have developed an employer brand that represents
the identity and values of Heidelberg Materials as an
employer:

DECENT WORK AND.

Determined

We are committed to making the future of building
materials sustainable. We are therefore putting in the
necessary effort to build on our pioneering spirit and
innovative strength. And our actions speak for them-
selves.

Visionary

As a large company with a willingness to invest and
the ambition to achieve above-average results, we
have a great deal of influence. We are poised to
change the future of the world and are at the fore-
front of transforming the industry.

Supportive

Our employees are the foundation of our future. We
value our employees and help them to reach their full
potential. We want our employees to be and remain
curious.

Reliable

Reliability and a down-to-earth approach are at the
heart of our company. These characteristics ensure
consistency and trustworthiness in everything we do.

eidg
Mdterig?g’s

“I am developing
an app that
shows us the
way digitally.”

Isabell

Manag Wl g Mobile
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“And it is going
down really well
on the construc-
tion site.”

Omer
Sales Manager

Make more of tomorrow today

In keeping with our new brand, we want to be
perceived as a company that stands for inno-
vation, collaboration, sustainability, diversity,
and a value-oriented culture. We want our ex-
isting and future employees to be able to
reach their full potential.

All of these values are incorporated into our
working methods and corporate culture, which
we have encapsulated in our employer brand
claim: Make more of tomorrow today.

Our new employer brand reflects this aspira-
tion. It will be used in internal communication
and recruiting in the future.
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Notes on reporting

This combined management report contains the
management reports of the Heidelberg Materials
Group and Heidelberg Materials AG. The statements
about the Group (hereinafter also referred to as
Heidelberg Materials) apply equally to Heidelberg
Materials AG. Information relating only to the parent
company is indicated accordingly. For information
on this topic, please refer to the Statements on
Heidelberg Materials AG section.

In accordance with sections 289b and 315b of the
German Commercial Code (HGB), non-financial re-
porting is integrated into the combined management
report and included in the Non-financial statement
chapter. The disclosures pursuant to Article 8 of the
Taxonomy Regulation (EU) 2020/852 can also be
found here, in compliance with Delegated Regulation
(EU) 2021/2178.

We define our target of achieving net-zero emissions
by 2050 as reducing our CO, emissions across the
entire value chain in line with the Science Based Tar-
gets initiative’s (SBTi) 1.5°C pathway, while neutralis-
ing residual emissions.

The calculation of specific net CO, emissions per
tonne of cementitious material as well as the clinker
factor refers to the definition of the GCCA, if not stat-
ed otherwise.

We report the share of revenue from sustainable
products Group-wide and for the cement business
line. The revenue that we allocate to our sustainable
products does not align with the definitions of the EU
Taxonomy Regulation. We define sustainable cement
and concrete as a reduction in CO, emissions of at
least 30% compared to the GCCA’s 2020 global ref-

erence value. This translates into a threshold of < 552
kg CO,/t for cementitious material and < 5.5 kg CO,/
m?*/MPa for ready-mixed concrete. Circular products
must contain at least 30% recycled aggregates or
reduce material requirements by at least 30% in or-
der to be included in the share of revenue from sus-
tainable products.

Reporting has been aligned with the organisational
structure changed on 1 January 2024. Due to the
new structure of the Group areas, the previous year’s
figures for the Europe and Africa-Mediterranean-
Western Asia Group areas have been adjusted. Ex-
planations of the changes in the Group areas can be
found in the Organisational structure section.

For the qualitative description of the respective de-
velopments, we use the following terms (ascendingly
sorted by extent): on previous year’s level/stable/
flat; slight; moderate/noticeable; significant; strong/
sharp.

The Corporate Governance Statement in accordance
with the provisions of sections 289f and 315d of
the German Commercial Code (HGB) is published
in the To our stakeholders chapter and at https://
www.heidelbergmaterials.com/en/company/
corporate-governance.

In the 2024 financial year, there were no other rele-
vant changes in reporting. Unless expressly indicated
otherwise, all statements and figures refer to the
continuing operations of Heidelberg Materials.

An overview of the calculation methods used for
financial key figures and a description of technical
terms can be found in the Glossary of the Annual
Report.

Fundamentals
of the Group

Business model

For more than 150 years, Heidelberg Materials has
offered a broad range of building materials, applica-
tions, and services. Our core activities are the pro-
duction and distribution of cement, aggregates,
ready-mixed concrete, and asphalt. Heidelberg
Materials also trades goods by sea worldwide, in
particular cement and clinker, clinker substitutes, and
fossil and alternative fuels.

Heidelberg Materials is one of the world’s largest
integrated manufacturers of building materials in
terms of revenue and operates on five continents.
Our products are used, among other applications,
for the construction of houses, traffic routes, infra-
structure, as well as commercial and industrial facil-
ities, thus meeting the demands of a growing world
population for housing, mobility, and economic de-
velopment. On the journey towards net zero and a
circular economy in the building materials industry,
we are working on sustainable, intelligent building
materials and solutions for the future. We enable
new opportunities for our customers through digital-
isation.

Our customers are mainly business customers (B2B),
such as builders’ merchants, construction compa-
nies, and the public sector. In the various market
segments, we offer building materials and solutions
tailored to the specific needs and requirements of
our customers.
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Heidelberg Materials’ fully integrated business model
encompasses the entire value chain, from the extrac-
tion of raw materials to further processing into ce-
ment all the way to the end product concrete and its
recycling, as well as their sales and distribution to
customers. Operating activities are supported by
central competence centers for technology as well as
by shared service centers in the regions and individ-
ual countries. Operating business processes include
the geological exploration of raw material deposits,
the purchase or lease of the land where the deposits
are located, applying for mining concessions and en-
vironmental impact assessments, the construction of
manufacturing facilities in cooperation with external
service providers, as well as the actual production of
building materials, including extracting raw materi-
als, recycling building materials, and maintaining the
facilities.

Products

Our core products cement, aggregates, ready-mixed
concrete, and asphalt are homogeneous bulk goods.
Their product characteristics are mostly standard-
ised in order to ensure the required stability, reliabil-
ity, and processability in the application.

Cements are classified according to their early and
final strength as well as their composition. In addi-
tion to cements that consist of almost 100 % clinker,
there are so-called composite cements, in which a
portion of the clinker is replaced by alternative raw
materials, such as fly ash, ground slag, or limestone.
Cement is used as a binder mainly in concrete pro-
duction.


http://www.heidelbergmaterials.com/en/company/corporate-governance
http://www.heidelbergmaterials.com/en/company/corporate-governance
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Aggregates (sand, gravel, and crushed rock) are
classified according to their particle size and texture.
They are the main component in the production of
concrete and asphalt but are also used as base
courses in the construction of infrastructure, such as
roads. On a small scale, aggregates are also ob-
tained from recycled products.

Concrete is a mixture of aggregates (about 80 %),
cement (about 12%), and water. Concrete is usually
delivered to the construction site by ready-mix trucks
and is poured locally into forms. Moreover, concrete
is also used for the production of precast concrete
parts, such as stairs, ceiling elements, or structural
components.

Asphalt is a mixture of aggregates (about 95%) and
bitumen and is generally used as a top layer in road
construction.

Locations and sales markets

Due to the heavy weight of cement, aggregates, and
concrete in proportion to their price, production and
further processing usually take place in close proxim-
ity to the sales markets. The cement transportation
radius by road does not normally exceed 200 km.
The delivery radius for aggregates, ready-mixed
concrete, and asphalt by road is generally less than
100 km. Consequently, we have local production
sites in around 50 countries in which we offer building
materials.

We operate around 130 cement plants (plus a further
17 as part of joint ventures), just under 600 quarries
and aggregates pits (thereof 35 locations belonging
to joint ventures), as well as around 1,270 ready-
mixed concrete production sites (plus a further 216
as part of joint ventures) worldwide.

In total, the Group employs 50,692 people (based on
full-time equivalents) at around 2,500 locations on
five continents. There are additionally around 300
production sites belonging to joint ventures. In the
past financial year, we sold or closed around 75 loca-
tions as part of our portfolio optimisation.

Organisational structure

Until the end of the 2023 financial year, the Group
was divided into five geographical Group areas -
Western and Southern Europe, Northern and Eastern
Europe-Central Asia, North America, Asia-Pacific,
and Africa-Eastern Mediterranean Basin - and the
sixth Group area, Group Services.

In September 2023, the Supervisory Board of
Heidelberg Materials AG decided on the succession
of members of the Managing Board, which also led
to changes in the geographical Group areas from the
2024 financial year.

As of 1 January 2024, the Western and Southern
Europe Group area and the majority of Northern and
Eastern Europe-Central Asia were combined to form
the newly created Europe Group area. Since January
2024, Kazakhstan and Russia have been part of the
former Africa-Eastern Mediterranean Basin Group
area, which has since been renamed Africa-Mediter-
ranean-Western Asia. The North America and
Asia-Pacific Group areas were not affected by any
geographical changes.

Heidelberg Materials 2024 41

As before, our activities are divided into four business
lines within these now four geographical Group are-
as. The cement and aggregates business lines com-
prise the essential raw materials that are required for
the manufacture of the downstream products ready-
mixed concrete and asphalt, which are combined in
our third business line. The fourth business line, ser-
vice-joint ventures-other, primarily covers the activi-
ties of our joint ventures.

As before, our global trading activities, especially the
trading of cement, clinker, supplementary cementi-
tious materials, and fossil and alternative fuels are
pooled together in the fifth Group area, Group
Services.

In February 2024, the new Managing Board position
of Chief Technical Officer was created to embed
deep technical expertise within the Managing Board
and drive forward the company’s technical projects
towards our CO, reduction target net zero. Since
then, the Chief Technical Officer has been responsi-
ble for all three global technical Competence Centers:
Cement (CCC), Aggregates & Asphalt (CCA), and
Readymix (CCR).
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Organisational structure

Heidelberg Materials

North America

Asia-Pacific

Africa-
Mediterranean-
Western Asia

Cement, Aggregates, Ready-mixed concrete-asphalt, Service-joint ventures-other

Belgium, Bosnia- Canada,
Herzegovina, Bulgaria, USA
Croatia, Czechia,

Denmark, Estonia,

France, Germany,

Greece, Hungary,

Iceland, Italy,

Latvia, Lithuania,

Netherlands, Norway,

Poland, Romania,

Spain, Sweden,

United Kingdom

@ Group areas @ Functional responsibilities

Bangladesh,
Brunei, China,
India,
Indonesia,
Malaysia,
Singapore,
Thailand

Australia

Countries /locations

Benin, Burkina
Faso, DR Congo,
Egypt, Ghana,
Liberia, Morocco,
Mozambique,
South Africa,
Tanzania, Togo

Israel, Turkey

Kazakhstan,
Russia

Group Services

Offices:
Heidelberg,
Istanbul,
Dubai,
Singapore,
Miami

Sustainability

Digitalisation

Technology

Changes to the Managing Board

Since 1 January 2024, the majority of the Northern
and Eastern Europe-Central Asia Group area has
been combined with Western and Southern Europe to
form the Europe Group area. Member of the Manag-
ing Board Jon Morrish, previously responsible for
Western and Southern Europe, has since been re-
sponsible for this newly created Group area.

Managing Board member Hakan Gurdal, who was
previously responsible for the Group area Africa-
Eastern Mediterranean Basin, has also been respon-
sible for Kazakhstan and Russia since January 2024.
Since then, the Group area has been called Africa-
Mediterranean-Western Asia.

Since January 2024, Roberto Callieri, previously Gen-
eral Manager Italy, has taken on responsibility for
Asia in the Asia-Pacific Group area as a new member
of the Managing Board. He succeeds Kevin Gluskie,
whose term on the Managing Board expired at the
end of January 2024. Chief Financial Officer René Al-
dach assumed additional responsibility for Australia
in this Group area in January 2024.

Axel Conrads, previously President of the Midwest
region of the USA, assumed the newly created Man-
aging Board position of Chief Technical Officer in
February 2024.

On 20 March 2024, the Supervisory Board extended
the mandate of the Chairman of the Managing Board
Dr Dominik von Achten, which was due to expire at
the end of January 2025, by three years until 31 Jan-
uary 2028.

Dr Katharina Beumelburg has been Chief Sustaina-
bility & New Technologies Officer and a Member of
the Managing Board of Heidelberg Materials since
1 October 2024. She succeeded Dr Nicola Kimm, who
left the company on 31 August 2024 after complet-
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ing her three-year term of office. From May 2021,
Dr Katharina Beumelburg was Chief Strategy and
Sustainability Officer and a member of the Executive
Management team at SLB, the world’s largest energy
technology company, before her appointment to the
Managing Board of Heidelberg Materials

Changes to the Supervisory Board

With the conclusion of the Annual General Meeting on
16 May 2024, the term of office of the former Super-
visory Board ended and that of the new Supervisory
Board, elected by the Annual General Meeting
and the employees respectively, commenced. Birgit
Jochens and the previous Deputy Chairman of the
Supervisory Board, Heinz Schmitt, are no longer
members of the Supervisory Board as employee rep-
resentatives. Their successors are Katja Karcher and
Markus Oleynik. Gunnar Groebler, Chief Executive
Officer of Salzgitter AG, was newly elected to the
Supervisory Board as a shareholder representative;
he succeeded Professor Dr Marion Weissenberger-
Eibl, who was no longer available for re-election
to the Supervisory Board. Dr Bernd Scheifele re-
mains Chairman of the Supervisory Board. Werner
Schraeder was elected as Deputy Chairman.

On 31 October 2024, Dr Ines Ploss stepped down
from the Supervisory Board as representative of
the senior executives. She was succeeded by Anna
Toborek-Kacar, who was elected by the employees in
March 2024 as a substitute member for Dr Ines
Ploss. The reason for the changes to the Supervisory
Board is the appointment of Dr Ines Ploss as Manag-
ing Director of Heidelberg Materials Mineralik DE
GmbH as of 1 November 2024 as part of her new
position as Head of the Aggregates Operating Line
in Germany. Under German law, a member of the
parent company’s supervisory board cannot be a
managing director of a subsidiary at the same time.
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Material to build our future

With its building materials and solutions, Heidelberg
Materials has been contributing to global progress
for more than 150 years. The purpose adopted in
2020, “Material to build our future,” reinforces our
intention to develop and produce innovative (build-
ing) materials for the future and to play a material
role going forward.

Four culture principles form the basis for our activity
- Be stronger together!

- Get the customer excited!

- Unleash innovation!

- Think and act long term!

The purpose and four culture principles are integral
to our Group strategy.

Strategic framework

The top priority of our strategy and all our entrepre-
neurial activity is to sustainably increase the enter-
prise value while limiting the adverse effects of our
business activities on the environment and society.

Strategy framework
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Cement, aggregates, and concrete form the core
of our business activities. In a market with largely
standardised building materials, customer focus and
service quality are crucial in order to successfully
market our products and solutions. By further devel-
oping our product and customer portfolio, we are
striving for profitable growth in line with our sustain-
ability targets. In particular, we rely on the market
knowledge and entrepreneurial spirit of our local
management.

Business excellence

The basis and prerequisite for business excellence is
a culture of continuous improvement. We compare
performance both internally and in relation to com-
petitors against comprehensive performance indica-
tors in order to identify commercial and operational
improvement opportunities. In the area of opera-
tional excellence, we launched the Transformation
Accelerator initiative in 2024. Its focus is on the
cross-border optimisation of the production net-
work, cross-functional efficiency enhancements,
especially in the areas of procurement and back-
office/overhead costs, as well as technical initiatives
on a global scale. We have set clearly defined targets
for each aspect of the initiative, which will be contin-
uously monitored and optimised.

Growth and transformation

Taking our clearly defined core business as a starting
point, we aim to generate sustainable and profitable
growth. To complement and transform our existing
core business, we are focusing on two key levers: sus-
tainability and digitalisation.

Sustainability

We see closing the loop in terms of carbon emissions
and material streams as an opportunity to establish
new products and solutions on the market and open
up new areas of business. Our target is to generate
50% of our revenue through sustainable products
and solutions (including carbon-reduced and circu-
lar) by 2030 and to achieve net-zero emissions by
2050 at the latest (see Non-financial statement).
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By using proven techniques and measures, such as
maximising the use of alternative fuels, optimising
the product mix, and improving the efficiency of our
plants, we want to achieve a continuous reduction
in our CO, emissions and become an industry-wide
front runner in decarbonisation, combined with cost
leadership. To achieve this, however, the existing
techniques and measures are not sufficient. We are
therefore intensively researching and testing new
technologies aimed at avoiding the emission of CO,
and closing the carbon loop. A particular focus of this
work is on carbon capture, utilisation, and storage
(CCUS) (see Research and development section).

In addition, we not only continuously review and op-
timise the use of resources in the manufacture of our
products, but also work on finding ways to use and
reuse them beyond their previous useful lives in keep-
ing with circular economy principles. The aim is to
conserve primary resources and make greater use of
secondary resources, namely demolition concrete,
as recycled materials. Heidelberg Materials is al-
ready active in the recycling business in several coun-
tries and is working on the targeted processing of
recycled concrete components, as well as their re-
carbonation and reuse in building materials. With the
acquisitions of the B&A Group and Highway Materials
in 2024, among other steps, Heidelberg Materials is
strengthening its range of circular materials to meet
the increasing demand for sustainable building
materials. We also invested in the cleantech start-
up EnviCore in 2024 to drive the development and
scale-up of innovative technologies in the circular
economy.
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Our sustainability targets - combined with the grow-
ing importance of resource efficiency and the circular
economy - are not only creating new opportunities
for sustainable products and solutions as well as dif-
ferentiation through optimised pricing and margins,
but also potentially giving rise to new business mod-
els to generate additional sustainable growth.

Digitalisation

Digitalisation - including digital products and appli-
cations - plays a crucial role throughout our entire
value chain, from raw materials mining, production,
and logistics to the interface with our customers.
Heidelberg Materials has set itself the target of
becoming the leading tech company in the building
materials sector.

We aim to use digital solutions to contribute to com-
pany growth and increase efficiency in production
and administration. Our digital transformation strat-
egy is centred on the three digital pillars HConnect,
HProduce, and HService. While we already use the
HConnect digital product suite to cover more than
two thirds of our global sales volume via digital inter-
faces to customers, the primary focus of the appli-
cations within the HProduce and HService digital
product suites is on improving efficiency and reduc-
ing costs in production and within back-office pro-
cesses. We are making greater use of artificial intel-
ligence and automation to realise these efficiency
and cost effects.

As an anchor investor in digital and technology com-
panies, such as through our investments in Command
Alkon and Giatec Scientific, and a provider of digital
products, we want to generate future growth and ad-

ditional value creation and drive forward the digital
transformation of Heidelberg Materials and the
building materials sector as a whole.

The implementation of our strategy and the achieve-
ment of our targets are supported by measures in
the areas of people and organisation, corporate
portfolio, and capital allocation.

People and organisation

Heidelberg Materials pursues an integrated manage-
ment approach, the success of which is based on a
balance between local operational responsibility,
Group-wide standards, and global leadership.

The achievement of essential corporate targets is
enshrined in individual target agreements at all
management levels and is reviewed regularly. At
Managing Board level, global business functions are
allocated clearly to the individual members. Sepa-
rate Managing Board responsibilities have been es-
tablished for the strategic transformation topics of
sustainability and digitalisation since 2021. The posi-
tion of Chief Technical Officer was likewise created
on the Managing Board in 2024; this department
pools the global expertise of the business lines’ tech-
nical competence centers.

An area of particular importance to us as a manufac-
turing company is occupational safety and the pro-
tection of our employees’ health. We see the interna-
tional composition of our workforce as a decisive
factor for the global success of Heidelberg Materials.
The aim is to create a high-performance and sustain-
able organisation throughout the Group.

Corporate portfolio

We see our diversified country portfolio, consisting
of developed and growth markets, as a strength.
Through active portfolio management, we aim to fur-
ther simplify our country portfolio and prioritise the
strongest market positions. We have defined finan-
cial and non-financial criteria according to which all
our markets are assessed. This includes divestments
of activities in markets that do not meet these crite-
ria in the medium term. We want to expand our activ-
ities in countries that fulfil these criteria. Selective
acquisitions in existing markets must satisfy high re-
sult and return expectations as well as sustainability
criteria. We will continue our vertical integration
along the entire value chain in the countries in which
we are achieving strong synergy effects and are able
to strengthen and expand our market positions. In
addition, we will maintain and continuously expand
our portfolio investments in the transformative areas
of sustainability and digitalisation.

Capital allocation

Our entrepreneurial activity is accompanied by a
consistent allocation of capital. With planned net
capital expenditure of €1 billion per year, we have
reached the required level of investment to operate
our production sites efficiently and meet market re-
quirements.

We make investments with a focus on improving our
margins and meeting our sustainability targets. In-
vestments with a focus on sustainability or digital are
gaining in importance. We are continually developing
our corporate portfolio, with divestments helping to
finance complementary acquisitions.
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Thanks to a progressive dividend policy, our share-
holders benefit from our corporate success. We also
create sustainable value for our shareholders by re-
ducing net debt. Share buybacks complement the
capital allocation mix and underscore the focus on
shareholder return.

Value creation

To measure our business success and create sustain-
able value, we have defined key performance indica-
tors relevant for management. These include the re-
sult from current operations (RCO), the return on
invested capital (ROIC), and the specific net CO,
emissions. We also use revenue development, the
RCOBD margin, and the leverage ratio as supporting
information. With respect to the transformation top-
ics of sustainability and digitalisation, we analyse
data including revenue from sustainable products
(see Sustainable products and solutions section)
and the proportion of revenue that could be generat-
ed via digital interfaces by means of our HConnect
product suite. More information on the key perfor-
mance indicators and targets relevant for manage-
ment can be found in the following section.




Combined management report | Fundamentals of the Group

Management system and indicators

Management system and indicators

Components and functionality
of the management system

We employ a value-oriented management system in
order to evaluate and meet our strategic targets.

The management system at Heidelberg Materials
is based primarily on annual operational planning,
management and control during the year with regular
Managing Board meetings and quarterly manage-
ment meetings, central coordination of the invest-
ment process, and regular reporting to the Super-
visory Board.

In the context of annual planning, the Managing
Board first defines a top-down budget on the basis
of macroeconomic data, external market data, an
internal assessment of market conditions, and cost
targets. From this, expected values are derived for all
key targets at country and Group level, which are
used as the basis of detailed planning for the individ-
ual operating units down to plant level and to agree
targets with local management. The operational sub-
plans created by the operating units are then consol-
idated centrally to create the Group-wide plan.

The management and control of the company during
the year are carried out using a comprehensive sys-
tem of standardised reports on the Group’s assets,
financial, and earnings position, as well as on specif-
ic net CO, emissions. The indicators used for this pur-
pose are determined uniformly throughout the Group.
On a monthly basis, reports on volumes and prices,
the financial and earnings position, cash flow, invest-
ments, production and technology are prepared.
Specific net CO, emissions are reported on a quar-
terly basis.

Adjusted free cash flow is one of the target figures
for the country management. It is defined as the sum
of free cash flow and all investments and divest-
ments. Intra-Group payments are offset in the calcu-
lation. At the quarterly management meetings, the
Managing Board and country and region managers
discuss business developments, including target
achievement, the outlook for the relevant year, and
any measures that need to be taken. These are
based, among other things, on the quarterly fore-
casts of the country organisations.

The Group departments Strategy & Development/
M&A, Finance, and Environmental Social Governance
(ESG) and the technical competence centers follow a

formalised process to review and assess all major
investments and acquisitions. Investments in expan-
sion are assessed from a business perspective pri-
marily on the basis of the repayment period in years,
ROIC (return on invested capital), the impact on
earnings, and CO, emissions. For this purpose, a dis-
counted cash flow model and simulated calculations
are produced that show the impact of an investment
on the consolidated income statement, statement of
cash flows, balance sheet, and tax position over a
period of ten years.

With our permanent investment grade credit rating,
we aim to ensure that a high level of financial stabil-
ity is maintained. The valuation of the Group’s finan-
cial strength is based on the leverage ratio, i.e. the
ratio of net debt to result from current operations
before depreciation and amortisation. In the medium
term, we have set the target range for the leverage
ratio at 1.5x to 2.0x.

The focus is on a consistent allocation of capital, al-
lowing investments only if neither the achievement of
the target leverage ratio nor the dividend payments
are jeopardised.
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Management indicators

Key financial and non-financial performance indicators

Indicator Target Term Value 2024
RCO €3.25 billion to €3.55 billion 2025 £€3,204 million
ROIC Around 10% 2025 9.9%

527 kg CO, /t
Specific net CO, emissions 400 kg CO, /t cementitious material 2030 cementitious material

The key financial performance indicators for
Heidelberg Materials include the result from current
operations (RCO) and return on invested capital
(ROIC). The Managing Board uses these KPIs to
derive strategy and investment decisions.

As an important short-term indicator of the compa-
ny’s earnings strength and success, the RCO is deter-
mined, analysed, and forecast in detail for all oper-
ating units. It is therefore particularly suitable for
assessing the company’s economic development
over time. The forecast target value is calculated on
the basis of the prevailing economic conditions and
the Group’s financial situation.

The return on invested capital and thus internal value
creation is expressed by ROIC. It is defined as the
ratio of the result from current operations less the
adjusted current tax expense to the average invested
capital (average of the opening and closing balance
sheets of the financial year). The adjusted current tax
expense is calculated by applying an adjusted effec-
tive tax rate to the result from current operations.
More information on the calculation of ROIC can be
found in the Capital efficiency section. The target
for 2025 is to achieve a ROIC around 10%. ROIC is
also taken into account as a variable remuneration
element in the long-term bonus of the Managing
Board and top management. The financial and assets

positions of the operating units are monitored in the
short term primarily via the amount of net debt, free
cash flow, and investments.

The strategic target of reducing our ecological foot-
print across the Group is important for all operation-
al processes. By 2030, we want to lower our specific
net CO, emissions to a target value of 400 kg of CO,
per tonne of cementitious material. The CO, compo-
nent links the remuneration of the Managing Board
and the majority of the bonus-eligible employees to
the reduction of our CO, emissions. For the calcula-
tion of specific net CO, emissions as defined by the
Global Cement and Concrete Association (GCCA),
both process-related and fuel-dependent emissions
are taken into account. In accordance with the GCCA
guidelines, all alternative fuels are considered car-
bon-neutral.
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Leading indicators

Heidelberg Materials’ core business is in homogene-
ous bulk goods that are generally ordered at short
notice. Suppliers of such products are usually inter-
changeable from a customer standpoint. Moreover,
the volume of construction activity - and thus vol-
umes of building materials - are dependent on local
weather conditions in the respective markets. Given
these circumstances, no generally reliable leading
indicators are definable for business forecasting.
However, some selected statistical data and industry
association forecasts can be utilised to gauge the
approximate business development at country level.
In mature markets, for instance, figures on building
permits or infrastructure budgets serve as important
sources of information. In the growth markets of
emerging countries, data on population growth and
GDP growth forecasts are frequently used indicators.
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Research and development

The aim of research and development (R&D) at
Heidelberg Materials is to develop innovative prod-
ucts and applications, new product formulations,
and process improvements in order to lower energy
consumption, conserve natural resources, strength-
en the circular economy, and thereby reduce CO,
emissions and costs.

Research and development activities at Heidelberg
Materials can essentially be divided into the following
areas of focus:

- Development of cements and concretes with
improved carbon footprints: We are developing
composite cements containing less clinker and
concretes with lower cement content. Reducing the
proportion of clinker in cement is one of the most
important levers when it comes to minimising CO,
emissions, and it helps to conserve natural raw
materials.

- Development of new technologies for CO, reduc-
tion: We are implementing projects for carbon cap-
ture, utilisation, and storage (CCUS), which are
essential tools to help our sector achieve net-zero
emissions. We are also raising the proportion of
biomass fuels and exploring the use of hydrogen as
well as the electrification of our processes.

- Circular economy for concrete: We are working on
innovative recycling technologies that allow dem-
olition concrete to be fully reused in fresh concrete.
We are also developing processes to incorporate
CO, into our products by carbonating recycled
hardened cement paste so that building materials
can be used to store CO,.

- Innovative concrete systems: The main priority is
the development and improvement of binders and
concretes with optimised properties and innovative
functionalities, such as building material solutions
for 3D printing or repair systems to reduce the
amount of material used.

- Development of advanced automation solutions:
With the help of artificial intelligence, we are look-
ing for solutions to reduce energy consumption,
keep our equipment in perfect condition, and main-
tain consistent product quality in our operations.

Organisation of our R&D activities

Our global competence centers Competence Center
Cement (CCC), Competence Center Aggregates and
Asphalt (CCA), and Competence Center Readymix
(CCR), as well as the Global Research & Development
(GRD) and Technologies & Partnerships (TP) teams,
pool the knowledge available in our Group and serve
as points of contact for all operating units.

In addition, the CCC also supports our cement plants
in all technical matters, from securing raw materials
and improving production and maintenance to pro-
cess control and quality assurance. It also coordi-
nates all strategic projects in the cement business
line, from feasibility studies to commissioning.

The CCC supports Heidelberg Materials’ digitalisa-
tion efforts by continuously increasing the number of
remote-controlled facilities and the use of Expert
Systems across the Group. Expert Systems are com-
puter programmes that use rules to mimic human
decision-making. By working with our plant teams,
we now have more than 280 Expert Systems in place.
As a result, mills and kilns can operate largely without

human intervention, increasing material throughput
and making energy savings of up to 5%.

Similarly, the CCA supports the aggregates and
asphalt business lines across the Group with pro-
grammes for continuous improvement and per-
formance management. Its tasks also include the
planning and implementation of projects as well as
digitalisation and automation. Furthermore, the CCA
offers training to provide employees with additional
skills.

The CCR, a comparable organisation for the ready-
mixed concrete business line, focuses on the con-
tinuous optimisation of raw materials and logistics
costs and on improving earnings by offering our cus-
tomers innovative solutions.
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R&D expenses and employees

Our research and development activities are key
drivers of innovation. This includes central innovation
hubs focused on the development of new technolo-
gies, improved processes, and breakthrough digital
technologies, as well as the local optimisation of
products and applications for an elevated customer
experience.

Total expenditure on R&D amounted to €182.8 million
in the reporting year (previous year: 129.4), corre-
sponding to 0.9% of Group revenue (previous year:
0.6%). In 2024, capitalised development costs to-
talled €53.4 million (previous year: 34.1).

On a full-time equivalent (FTE) basis, 776 employees
(previous year: 686) were part of R&D in the 2024
financial year.

Research cooperation

Cooperation with institutes and universities at both a
local and global level complements our own R&D and
innovation activities. At a global level, we refer in par-
ticular to our participation in the Innovandi research
network. The network includes over 30 cement and
admixture companies as well as more than 40 lead-
ing international universities, which all work together
to carry out fundamental research with a key focus
on decarbonisation of the sector.

In terms of product development, we prefer bilateral
cooperation with individual universities in order to
complement our know-how. In some cases, cooper-
ative projects with universities are supported by
public funding.
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Important activities relating to
digitalisation, preservation of resources,
recycling, and carbon capture

Use of digital solutions

Heidelberg Materials is committed to increasing effi-
ciency in and reducing the ecological footprint of its
cement plants through a strategic digital initiative -
the HProduce integrated digital product suite. In par-
ticular, work is being carried out to predict important
quality parameters for production, such as cement
strength. The intention is to help the on-site work-
force to ensure stable and optimal production and
thus reduce the ecological footprint. Another exam-
ple is the “Planner” digital solution, which has already
been introduced in more than 70 plants to support
production planning and maximise operating activi-
ties at times when electricity costs are lower, also
determined by the availability of renewable energies
(e.g. wind and solar).

Root cause failure analysis (RCFA) is a digital solution
now employed by almost 100 cement plants with
a utilisation rate averaging more than 300 active
monthly users. It has significantly facilitated system-
atic problem-solving processes. Not only does this
tool make analysis documentation easier, it also pro-
motes effective knowledge transfer between our
plants. The installation of wired and wireless sensors
on critical equipment in more than 40 plants is ex-
pected to lead to a noticeable reduction in mainte-
nance costs and production downtime.

Use of alternative energies

To reduce Heidelberg Materials’ carbon footprint and
increase the use of alternative fuels, we launched the
Alternative Fuel Master Plan in 2018. The alternative

fuel rate, i.e. the proportion of alternative fuels® in
the fuel mix, was around 31% in the 2024 financial
year (previous year: 30%). Information on progress
in the use of alternative fuels in the reporting year can
be found in the Non-financial statement chapter.

Use of alternative raw materials

One of the most important ways of reducing CO,
emissions in cement manufacturing is to use alterna-
tive raw materials that are generated as by-products
or waste in other industries. A very large share of
these alternative raw materials comes from the
metal processing industry. Moreover, coal-fired
power plants supply ash as well as synthetic gypsum.
By using these materials and thus avoiding waste, we
actively promote the circular economy. The system-
atic assessment of the suitability of all materials
used ensures appropriate and consistent product
characteristics.

Cements with lower proportions of clinker

We have made further progress in the development
of cements containing less clinker and have reduced
CO, emissions. In several countries, the proportion
of blast furnace slag, fly ash, and limestone in ce-
ment has been increased, thus reducing the clinker
content. We are also evaluating the use of alternative
cement components, such as natural pozzolans and
calcined clays, for various locations. Calcined clay
production tests were successfully carried out at our
plant in Ranville, France, with new cement based on
calcined clay being produced and technically cer-
tified. Clinker ratio - the proportion of clinker in ce-
ment - was around 69% in the 2024 financial year
(previous year: 70).

1) The figure corresponds to the definitions of the GCCA, but refers
exclusively to the thermal energy required for kiln operations; this applies
here and in the case of further mention, unless otherwise stated.

At our plant in Lixhe, Belgium, a new vertical mill for
grinding pure limestone went into operation before
the end of 2023. We are using this in Belgium and the
Netherlands to produce low-clinker cement types in
which limestone is used as the main ingredient rather
than as afiller.

At our plant in Rezzato, Italy, we are due to complete
our conversion of an unused mill to grind pure lime-
stone in 2025, when it will then be put into operation.
This will enable us to increase our market share of
limestone cements and reduce the proportion of
clinker. At our plant in Gérazdze, Poland, we are in-
stalling a roller press that will allow us to grind lime-
stone separately. This work should also be complet-
edin 2025, when the roller press will go into operation.
Thanks to this new installation, we will be able to in-
troduce new cement types containing a higher pro-
portion of limestone.

In the EU-funded MatCHMaker project, we are opti-
mising the use of multi-component cements in con-
crete, including alternative components like calcined
clay and recycled hardened cement paste. Methods
such as machine learning and micromechanical mod-
elling are being used to generate the necessary in-
formation about the mechanical properties and
durability of the concretes, enabling their targeted
optimisation.

Incorporation of CO, into concrete

Concrete binds CO, from the air throughout its entire
service life. As a result of this natural carbonation,
some of the CO, emitted in the production of the
basic material cement is already reabsorbed over
the product life cycle of concrete. Accelerating this
natural process was the focus of the C, in CO, re-
search project in collaboration with industry partners
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and universities, which was funded by the German
Federal Ministry of Education and Research and com-
pleted in 2024. This enforced recarbonation of recy-
cled concrete fines not only mineralises CO, to form
limestone, but also produces a pozzolanic material
that can replace clinker.

The objective of the EU-funded Carbon4Minerals pro-
jectis to use CO, from industrial flue gases to repro-
cess existing and future waste products, which offers
considerable potential to produce innovative, low-
carbon binders and building materials. As part of the
project, we have developed and are building a car-
bonation reactor for use of CO, from industrial flue
gases at our plant in Gérazdze, Poland, with a view
to deploying the technology on a semi-industrial
scale. The project also includes the production of
low-carbon, belitic clinker for producing low-carbon
binders and building materials. Other project part-
ners are implementing further pilot plants, e.g. for
amine-based carbon capture or carbonation harden-
ing of concrete products.

Carbon capture, utilisation, and storage

The world’s first industrial-scale carbon capture plant
in the cement industry is taking shape at the Brevik
cement plant in Norway. This facility will use amine
technology to capture 400,000 tonnes or 50% of
the plant’s emissions annually. Mechanical comple-
tion of the CCS plant in Brevik was achieved in De-
cember 2024, and the project is now in the commis-
sioning phase. In this phase, the plant’s individual
components will first be commissioned, then the
plant will be gradually started up as part of hot com-
missioning and tested under real operating condi-
tions to prepare it optimally for continuous opera-
tion. We will begin capturing CO, in the course of
2025.
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At our cement plant in Edmonton, Canada, we are
developing North America’s first industrial-scale car-
bon capture and storage plant for the cement in-
dustry. The detailed front-end engineering design
(FEED) study is currently being finalised. Our partner
Enbridge Inc. is developing a carbon hub near Ed-
monton. Once built, the hub will transport the CO,
and store it in geological formations. Two different
pilot plants are currently in operation.

Another major CCUS project at our cement plant in
Mitchell, Indiana, will capture 2 million tonnes of CO,
emissions annually from the modernised production
facility and store them in a nearby onshore reservoir
in the Illinois Basin. In 2024, the company was se-
lected for funding of up to US$500 million under the
US Department of Energy’s Industrial Demonstra-
tions Program (IDP).

The ANRAV CCUS project in Bulgaria, which received
a funding commitment from the EU Innovation Fund
in 2022, was further developed in 2024. To support
the ANRAV project, a pilot unit has been constructed
and commissioned to provide valuable insights for
future large-scale projects.

Together with three other European cement manu-
facturers, Heidelberg Materials has started to build
an oxyfuel pilot kiln line in Mergelstetten, Germany,
to test this technology and prepare for the construc-
tion of an industrial-scale installation using the
knowledge gained. The pilot plant is expected to go
into operation in 2025.

The GeZero project in Geseke, Germany, supported
by the EU Innovation Fund aims to capture 700,000
tonnes of CO, per year, utilising advanced oxyfuel
carbon capture technology in combination with a
CO,, purification and liquefaction plant. A CO, trans-
port solution via rail is part of the planning until the
necessary pipeline infrastructure is available. In ad-
dition, a local carbon storage facility will be built as
an interim arrangement. Construction of the facility
is scheduled to begin in 2026.

In Belgium, Heidelberg Materials intends to equip the
Antoing plant with an innovative hybrid carbon cap-
ture unit. Once operational, the Anthemis project
will reduce CO, emissions from the Antoing plant
by more than 97%, equivalent to approximately
800,000 tonnes of captured CO, per year.

Following the successful completion of the LEILAC1
(Low Emissions Intensity Lime And Cement) project,
the summary of the FEED study for LEILAC2 was
published in 2023, detailing the engineering aspects
of the planned transfer to industrial scale. Heidelberg
Materials is working with the Australian technology
company Calix and a European consortium to build a
demonstration plant at the Ennigerloh cement plant
in Germany. The new and improved design is intend-
ed to support cost-effective decarbonisation, scala-
ble solutions for cement plant carbon capture, and a
targeted capture rate of 100,000 tonnes per year.

Heidelberg Materials continues to work on optimising
the technology to convert CO, into microalgae for the
manufacture of a high-quality ingredient for fish food
and other animal feed. We are producing 25 tonnes
of dried microalgae annually on a 0.5 ha area at our
Moroccan cement plant in Safi. Depending on de-
mand, we aim to gradually expand capacity.

Innovative concretes

Digitalisation and automation in the construction in-
dustry are also being supported by the development
of new building technologies, such as 3D printing with
concrete. Our i.tech® 3D building material solution,
specially developed for 3D printing, was used in pilot
applications as early as 2020. By using low-carbon
constituents (cement replacement materials) in i.tech®
3D, the amount of Portland cement can be reduced
by up to 70%, achieving correspondingly large CO,
savings. In addition, it has been demonstrated that,
through optimised design and targeted material ap-
plication, the 3D printing construction process can
reduce material consumption by up to 75%, thus fur-
ther reducing carbon emissions. In 2024, we pro-
duced fully load-bearing 3D printed prefabricated
walls for a project in Italy, among other things.
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Economic report
2024

Evaluation of the economic situation
by Group management

In the 2024 financial year, the economic weakness in
Europe in particular, persistently high financing costs,
and ongoing volatile energy and raw material prices
continued to determine construction activity and
thus demand for our building materials. Following a
slight recovery in the second half of the year, our
building materials deliveries stabilised in all business
lines.

The company was able to partially compensate
for declines in demand with price adjustments. At
€21,156 million, Group revenue was at the previous
year’s level. Lower energy costs and active cost
management led to a 6.0% increase in the result
from current operations (RCO). Earnings per share
attributable to Heidelberg Materials AG shareholders
decreased by €0.56 to €9.87.

In the reporting year, ROIC was 9.9% (previous year:
10.3%).

As part of our CO, roadmap, we were able to reduce
specific net CO, emissions by a further 1.3% to
527 kg/t of cementitious material.

Heidelberg Materials completed the first of three
tranches of its ongoing share buyback programme
on 25 November 2024 and repurchased a total of
around 3.6 million shares at a total price of around
€350 million. The shares were cancelled.

The Managing Board considers Heidelberg Materials’
operational and financial development in the 2024
financial year to be very good.

Economic environment
General economic conditions

Over the course of 2024, the global economy contin-
ued to develop moderately, with growth forecast of
3.2%, in a phase of moderate momentum and in-
creased economic policy uncertainty, despite persis-
tently high inflation and tight monetary policy in
many countries. In many countries - especially in
Europe - energy and raw material prices remained at
a high level compared with the years prior to 2022.
Further geopolitical tensions, such as the conflict in
the Middle East and developments in Syria, have put
additional strain on the global economy.

In Europe, economic development recovered slightly.
In its January 2025 forecast for the eurozone, the
International Monetary Fund (IMF) anticipated a
slight increase in GDP of 0.8% in 2024. In France and
Italy, growth was expected to be 1.1% and 0.6% re-
spectively. In Germany, gross domestic product was
expected to have fallen by 0.2% in 2024. In the Unit-
ed Kingdom, too, the IMF forecasted a weak increase
in GDP of 0.9%.

In the USA, the economy continued to grow strongly
in 2024, with lower inflation and falling interest rates.
This growth was driven by private and public consum-
er spending and increases in exports, investments
in equipment, and commercial construction - and
supported by extensive government support pro-
grammes. According to the IMF, the US economy was
expected to have grown by 2.8% overall in 2024. For
Canada, the IMF anticipated growth of 1.3%.

In China, economic momentum slowed compared
with the previous year, with growth expected to be
4.8%, as consumer demand in particular remained
subdued due to the real estate crisis. The economies
of India and Indonesia expanded strongly last year,
with an anticipated growth of 6.5% and 5.0 % respec-
tively. The IMF expects an increase of 1.2% in Austral-
ia’s GDP.

China’s economic engagement in emerging markets
in Africa also influences their economic development.
With forecast growth of 3.8%, the emerging coun-
tries of sub-Saharan Africa are likely to have per-
formed only slightly better than in 2023 due to the
slower momentum in China. Together with population
growth and gross domestic product per capita, eco-
nomic growth is one of the most important indicators
for measuring the development of construction ac-
tivity in emerging countries.

The average value of the euro rose in 2024, in par-
ticular against the British pound, the Polish zloty, and
the Moroccan dirham. Meanwhile, the value of the
euro fell against the Australian dollar, the Canadian
dollar, and the Indonesian rupiah. The value of the
euro against the US dollar remained at the previous
year’s level.

In 2024, average energy prices for electricity, coal,
and crude oil, for example, continued to fall com-
pared with 2023. However, the decrease in prices
was slight compared with the previous year and the
overall market environment was more stable. Con-
cerns about the lack of gas supplies from Russia and
Gazprom’s decision to stop supplying OMV in Austria,
together with low feed-in from wind and solar power
in the winter of 2024, have led to more volatile spot
prices for electricity in Europe. Overall, in 2024 ener-
gy prices, especially in Europe, were still well above
the level seen before 2022.
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Industry-specific conditions

Besides the country-specific investment climate for
residential, commercial, and infrastructure construc-
tion, industry-specific conditions also include local
weather conditions, developments in the competitive
situation, and the regulatory environment. As the
production and marketing of building materials is lo-
calised and only represents a small percentage of
global trade, we focus on the countries and regions
that are relevant to us instead of taking a global
view. Details of the development in the individual
countries can be found in the Business trend in the
Group areas section.

In the EU Emissions Trading System (EU ETS), compa-
nies are allocated a proportion of their emission al-
lowances at no cost, according to industry-specific
benchmarks, as long as they are affected by the risk
of production being shifted abroad (carbon leakage).
From 2026 onwards, this proportion will be reduced
each year until there are no more free allowances
available in 2034. Every company is required to sub-
mit sufficient emission allowances to cover its total
emissions for the preceding financial year by a com-
pliance deadline in September. In the EU ETS, if a
company does not have enough emission allowances
by the compliance deadline for production reasons,
it must purchase allowances.

Although the Carbon Border Adjustment Mechanism
(CBAM) will not officially start until 2026, we have
been required to collect data on imported products,
such as cement and clinker, since the fourth quarter
of 2023. The average price of carbon allowances in
the 2024 financial year was around €67, well below
the 2023 value.
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Development of volumes

In the 2024 financial year, construction activities and
thus demand for our building materials were again
determined by the only slight economic recovery,
particularly in Europe, persistently high financing
costs, and continued volatility in energy and raw ma-
terial prices. Following a slight recovery in the second
half of the year, our building materials deliveries sta-
bilised in all business lines.

Overall, the Group’s cement and clinker deliveries
were slightly above the previous year’s level, with var-
iations in performance in the individual Group areas.
While volumes declined slightly in the Europe Group
area, North America in particular recorded a notice-
able increase. Delivery volumes increased slightly in
Asia-Pacific and Africa-Mediterranean-Western Asia.

Deliveries of aggregates declined slightly across the
Group. While volumes increased slightly in Europe,
they decreased noticeably in North America and sig-
nificantly in Asia-Pacific and Africa-Mediterranean-
Western Asia.

Deliveries of ready-mixed concrete also declined
slightly. Slight volume growth in Asia-Pacific and
Africa-Mediterranean-Western Asia was offset by a
moderate decline in volumes in Europe and a signifi-
cant decrease in volumes in North America.

Overall, asphalt deliveries recorded a moderate
increase. The strong increase in volumes in North
America and slight volume growth in Europe and
Asia-Pacific more than offset the sharp downward
trend in the Africa-Mediterranean-Western Asia
Group area.

For a detailed description of the regional develop-
ment of sales volumes, we refer to the Business
trend in the Group areas section.

Earnings position

Consolidated income statement (short form)
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€m 2023 2024  Difference
Revenue 21,178 21,156 -21
Result from current operations before depreciation and amortisation (RCOBD) 4,258 4,499 241
Depreciation and amortisation -1,236 -1,295 -59
Result from current operations 3,022 3,204 182
Additional ordinary result 1 -436 -437
Earnings before interest and taxes (EBIT) 3,023 2,768 -255
Financial result -174 -181 -7
Profit before tax from continuing operations 2,849 2,586 -263
Income taxes -659 -704 -46
Net income from continuing operations 2,190 1,882 -308
Net income/loss from discontinued operations -104 36 140
Profit for the financial year 2,087 1,918 -169
Thereof attributable to Heidelberg Materials AG shareholders 1,929 1,782 -147

At €21,156 million (previous year: 21,178), Group rev-
enue was at the previous year’s level. Excluding
scope and currency effects, a decline of 1.7% was
recorded. The decline in revenue was primarily due to
lower volumes compared with the previous year.
Changes to the scope of consolidation had a positive
impact of €548 million, while currency effects had a
negative impact of €213 million on revenue. Sustain-
able products accounted for 43% of revenue in the
cement business line (previous year: 39%).

In the reporting year, material costs fell by 4.8% to
€7,769 million (previous year: 8,160). This decline is
largely due to lower energy costs. Excluding scope
and currency effects, material costs declined by
6.4%. The material cost ratio decreased to 36.7%
(previous year: 38.5%). Other operating expenses
rose to €6,356 million (previous year: 6,269). Exclud-
ing scope and currency effects, there was a decline
of 0.9%. Other operating income fell by 1.7% to
€552 million (previous year: 562). Adjusted for scope
and currency effects, the decline amounted to 10.0 %.

Personnel costs rose by 1.6% to €3,470 million (pre-
vious year: 3,415), mainly due to scope effects. On a
like-for-like basis, personnel costs were at the previ-
ous year’s level. At €248 million (previous year: 234),
the result from equity accounted investments (REI)
was 6.3% above the previous year’s level. Excluding
scope and currency effects, the increase was 9.8%
compared with the previous year. Earnings increases
in Hong Kong and Australia in particular contributed
to the higher result.

The result from current operations before deprecia-
tion and amortisation (RCOBD) rose by 5.7% to
€4,499 million (previous year: 4,258). Excluding scope
and currency effects, the RCOBD was up 4.2% on the
previous year’s level. The increase in earnings was
attributable to increases in our sales prices and low-
er energy costs. The RCOBD margin was 21.3% (pre-
vious year: 20.1%). The result from current opera-
tions (RCO) rose by 6.0% to €3,204 million (previous
year: 3,022). Changes to the scope of consolidation
had a positive impact of €54 million on the RCO,



Combined management report | Economic report 2024 |

Business trend in the Group areas

while currency effects had a negative impact of
€40 million. On a like-for-like basis, the RCO was
5.6% above the previous year’s level.

The additional ordinary result amounted to -€436 mil-
lion (previous year: 1). The additional ordinary income
of €38 million primarily resulted from the disposal of
property, plant and equipment of €18 million and re-
versals of impairment losses amounting to €13 mil-
lion. The additional ordinary income of €165 million in
the previous year included gains from the disposal of
equity accounted investments and property, plant
and equipment of €72 million, as well as reversals of
impairment losses on equity accounted investments
and property, plant and equipment amounting to
€69 million.

The additional ordinary expenses amounted to
€474 million and primarily resulted from impairments
of property, plant and equipment, goodwill, and eqg-
uity accounted investments of €263 million, restruc-
turing expenses of €107 million, expenses of €35 mil-
lion from additions to provisions for litigation risks,
expenses of €25 million directly attributable to the
change of name of our Group companies, expenses
of €24 million in connection with the closure of loca-
tions, and incidental costs of €11 million in connection
with company acquisitions. In the previous year, the
additional ordinary expenses amounted to €164 mil-
lion and consisted mainly of impairments of equity
accounted investments and of other intangible as-
sets and property, plant and equipment of €70 mil-
lion, rebranding expenses of €20 million, and restruc-
turing expenses of €19 million.

Earnings before interest and taxes (EBIT) fell by
€255 million to €2,768 million (previous year: 3,023).
The financial result declined by €7 million to -€181 mil-

lion (previous year: -174). Profit before tax from con-
tinuing operations fell accordingly by €263 million to
€2,586 million (previous year: 2,849).

At €704 million (previous year: 659), expenses for
income taxes were €46 million above the previous
year’s value. The increase is primarily attributable to
the lower utilisation of the special depreciation allow-
ance in the USA, the rise in profit before tax in indi-
vidual countries, and the use of tax loss carryfor-
wards in previous years.

Net income from discontinued operations amounted
to €36 million (previous year: net loss of 104) and in-
cludes income and expenses incurred in connection
with discontinued operations of the Hanson Group in
previous years and that result from provisions for
damages and environmental obligations. The im-
provement is primarily attributable to income from
the reversal of a provision of €62 million from the pre-
vious year.

Profit for the financial year fell to €1,918 million (pre-
vious year: 2,087). The result relating to non-con-
trolling interests amounted to €137 million (previous
year: 158). The profit for the financial year attributa-
ble to the shareholders of Heidelberg Materials AG
fell by €147 million to €1,782 million (previous year:
1,929). Earnings per share attributable to Heidelberg
Materials AG shareholders decreased by €0.56 to
€9.87 (previous year: 10.43).

Business trend in the Group areas

Europe

Since 1 January 2024, the majority of the Northern
and Eastern Europe Group area has been combined
with Western and Southern Europe to form the Europe
Group area, which now comprises 22 countries. In
many of these markets, we produce cement, aggre-
gates, and ready-mixed concrete. In a few selected
countries, we are active in the business of recycling
construction waste and demolition concrete. We pro-
duce precast concrete and concrete products in Ger-
many and asphalt in the United Kingdom.

Economic development in the eurozone is expected
to have remained at a low level, with the IMF (Janu-
ary 2025 and October 2024 forecasts) predicting
GDP growth of 0.8%. This is mainly due to the decline
of 0.2% in the German economy and the almost
stagnating or only low growth in Western and Central
European countries. In Eastern and Southern Europe-
an countries such as Poland and Bulgaria, growth of
3.0% and 2.3% respectively is forecast, with GDP
expected to increase by 2.9% in Spain and 2.3% in
Greece.

The economic situation in the individual countries is
also reflected in construction activity. In its forecast
of December 2024, Euroconstruct expects construc-
tion activity in Europe to record a decline of 2.4% in
2024 compared with the previous year. This is likely
to be due in particular to developments in France,
where a decrease of 4.6% is predicted, Italy (-3.3%),
and Germany (-2.8%). Construction activity is also
expected to have declined in the Eastern European
countries.
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In January 2024, as part of its portfolio optimisation
and focus on its core business, Heidelberg Materials
sold its French cement transport business Tratel
S.a.s. to five regional transport specialists. The dis-
posal of the capital-intensive transport business in
France puts a stronger focus on the key activities of
Heidelberg Materials France and is part of the on-
going portfolio optimisation, which concentrates on
the core business in promising market positions.

Following its mechanical completion, the CCS project
in Brevik, Norway, is now entering the commissioning
phase. The groundbreaking ceremony for the first
large-scale CCU facility took place at the Lengfurt
plant in Germany in cooperation with Linde. Further
CCUS projects in the Europe Group area are at vari-
ous stages of development. For example, the CCS
project at the Antoing plant in Belgium was awarded
the STEP Seal by the EU, which facilitates access to
EU funding opportunities. A feasibility study for a de-
carbonisation project was carried out at the Rezzato
plant, Italy (see the Research and development
chapter and the Non-financial statement chapter
under Climate change).

Cement business line

In 2024, the Europe Group area’s cement and clinker
sales volumes declined slightly. This is due to the
development in the Western, Central, and Northern
European countries. In contrast, an increase in vol-
umes was achieved in all Eastern European countries.
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As already announced in January 2024, clinker pro-
duction at the Hanover cement plant was discontin-
ued in the summer of 2024. The Hanover site will con-
tinue to operate as a grinding plant. This enables
Heidelberg Materials to strengthen the capacity
utilisation of its neighbouring Westphalian cement
plants, which will now supply cement clinker to
Hanover.

Heidelberg Materials will also continue to optimise its
cement portfolio in Spain. In June 2024, the compa-
ny decided to cease clinker production at its Afiorga
plantin northern Spain and to continue operating the
site as a grinding plant. The clinker required to supply
the markets in northern Spain and southwest France
will be produced at the neighbouring Bilbao plant.

In April 2024, Heidelberg Materials also announced a
location optimisation in its French cement business,
which will result in the closure of its plants in Beffes
(Cher department) and Villiers-au-Bouin (Indre-et-
Loire department) in October 2025.

The adjustments come after a significant decline in
cement sales volumes following weak construction
demand in Western Europe due to the current eco-
nomic environment as well as a stronger alignment
of the company’s cement portfolio towards carbon-
reduced products, leading to the associated produc-
tion of cements with a lower clinker content.

However, the adjustment of sales prices could not
compensate for the decline in volumes. Revenue of
the cement business line in the Europe Group area
decreased by 3.1% to €4,901 million (previous year:
5,056). Excluding scope and currency effects, the
decline amounted to 2.8 %.

Aggregates business line

Since the 2024 financial year, the aggregates busi-
ness line has also encompassed the recycling busi-
ness.

To strengthen its activities in the circular economy
sector, Heidelberg Materials acquired B&A Group,
one of the leading construction soil and aggregates
recycling companies in the southwest of the United
Kingdom, in May 2024. The company specialises in
the supply of recycled and primary aggregates as
well as site clearance, earthworks, land remediation,
and sustainable land regeneration. The acquisition of
the Mick George Group, which was announced at the
end of 2022, was also completed in May 2024. The
company’s activities include the recycling of con-
struction and demolition waste in the east of the
United Kingdom, and it operates four recycling facil-
ities, eight waste transfer stations, eleven aggre-
gates quarries, and ten ready-mixed concrete plants.

In Poland, an innovative plant for the selective sepa-
ration of demolition concrete has gone into opera-
tion, enabling concrete to be fully recycled (see
Actions section of the Circular economy chapter).

The Group aread’s deliveries of aggregates increased
slightly in comparison with the previous year, with
significantly higher figures in Poland, Czechia, and
the United Kingdom - primarily as a result of scope
impacts. The majority of the countries of Western
and Northern Europe recorded noticeable declines in
volumes. Volumes of the cross-border Mibau Group
were slightly above the previous year’s level.

At €2,337 million (previous year: 2,033), revenue of
the business line was 15.0% above the previous year
as a result of the increases in volumes and price ad-
justments. Excluding scope and currency effects, the
rise amounted to 8.4%.

Ready-mixed concrete-asphalt business line

In the ready-mixed concrete business line, volumes
fell moderately in comparison with the previous
year. Significant declines in volumes in France, Spain,
Poland, and most Northern European countries could
not be offset by the increases in volumes in Bulgaria,
Romania, Italy, and the United Kingdom.

Asphalt activities in the Group area are limited to the
United Kingdom, where a slight growth in volumes
was achieved.

Revenue of the ready-mixed concrete-asphalt busi-
ness line fell by 4.1% to €2,930 million (previous year:
3,055). Excluding scope and currency effects, the
decrease amounted to 5.8%.

Service-joint ventures-other business line

The service-joint ventures-other business line in-
cludes the precast concrete parts and concrete
products operating lines in Germany and Northern
Europe, with the Nordic Precast Group, which is
active in Denmark, Estonia, Norway, and Sweden.
Our joint ventures in Hungary and Bosnia-Herzegovi-
na are also included in this business line. There are
also joint ventures in some countries, particularly in
the ready-mixed concrete business.
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Revenue of the service-joint ventures-other business
line fell by 15.4% to €817 million (previous year: 966),
mainly due to the sharp market-related decline in
revenue at Nordic Precast Group. Excluding scope
and currency effects, the drop amounted to 24.0%.
Revenue of our joint ventures is not included here, as
these are accounted for at equity.

Revenue and results

Price increases did not fully offset the decrease in
volumes, which meant that revenue of the Europe
Group area fell by 1.0% to €9,467 million (previous
year: 9,566), mainly due to the sharp market-related
decline in revenue at the Nordic Precast Group. Ex-
cluding scope and currency effects, the decline
amounted to 3.4%.

Benefiting from a favourable development in energy
and fuel prices as well as strict cost management,
the result from current operations before deprecia-
tion and amortisation (RCOBD) of €1,885 million
(previous year: 1883) remained at the previous year’s
level (+0.1%). The result from current operations
(RCO) decreased by 1.7% to €1,344 million (previous
year: 1,367). Excluding scope and currency effects,
the RCOBD declined by 0.5% and the RCO by 0.7%.

Overview Europe
€m 2023 2024 Change

Revenue 9,566 9,467 -1.0%

Result from current operations
before depreciation and
amortisation 1,883 1,885 0.1%

Result from current operations 1,367 1,344 -1.7%

Employees as at 31 December
(FTE) 23,229 22,958 -1.2%
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Revenue Europe 2024 in %

® Cement
® Aggregates

Ready-mixed
concrete-asphalt

Service-joint
ventures-other

North America

The United States of America and Canada form
the North America Group area, where Heidelberg
Materials produces cement, aggregates, ready-
mixed concrete, and asphalt. In addition, concrete
pipes are manufactured in Canada.

Inits January 2025 forecast, the International Mon-
etary Fund (IMF) predicts an increase in the USA’s
gross domestic product in 2024 of 2.8% compared
with an increase of 2.9% in the previous year.

The American Portland Cement Association (PCA)
expects total construction spending in 2024 to be
4.3% higher than in the previous year, as the growth
in residential construction of 2.6 % was outpaced by
public construction growth of 5.6% and non-residen-
tial construction growth of 5.8%.

For Canada, the IMF predicts (January 2025 fore-
cast) an increase of 1.3% in gross domestic product
for 2024, compared with an increase of 1.5% in 2023.

Heidelberg Materials further expanded its presence
in the core markets of the USA through acquisitions,
thereby also expanding its portfolio of circular prod-
ucts in North America.

In July 2024, Heidelberg Materials acquired the main
assets of Victory Rock, a producer of aggregates for
concrete and asphalt with two quarries in Texas.

In August 2024, Heidelberg Materials acquired High-
way Materials Inc., one of the largest independent
suppliers of aggregates, asphalt, and recycled ma-
terials in the Greater Philadelphia market. The com-
pany, which employs more than 350 people, operates
four crushed stone quarries, nine hot-mix asphalt
plants, two clean fill operations, a concrete recycling
facility and a construction services business. Also in
August 2024, Heidelberg Materials acquired Carver
Sand & Gravel, an aggregates producer in the Albany,
New York, area. Included in this acquisition are four
quarries, three sand and gravel pits, two asphalt
plants, 70 million tonnes of aggregate reserves, a
logistics business, and about 200 employees.

In November 2024, Heidelberg Materials entered into
a definitive purchase agreement to acquire Giant
Cement Holding Inc., a cement producer on the US
East Coast with a focus on using waste-derived fuels.
The acquisition includes one cement plant with an
annual capacity of 800,000 tonnes of cement, two
deep-water import terminals, five distribution termi-
nals, and an alternative fuel recycling business. The
transaction is subject to regulatory approval by
American competition authorities.

Heidelberg Materials was selected in March 2024 for
funding of up to US$500 million by the US Depart-
ment of Energy to advance industrial-scale CCUS
at its new state-of-the-art cement plant in Mitchell,
Indiana. For the CCUS project in Edmonton, Canada,
a detailed front-end engineering design (FEED) study
is currently being completed (see Research and
development chapter).

Cement business line

Cement and clinker volumes of our plants were mod-
erately above the previous year. Deliveries in the
Southeast region rose sharply due to the fly ash vol-
umes of The SEFA Group, which was acquired in the
previous year. Volumes in the Midwest region in-
creased significantly in 2024 as our Mitchell cement
plant commenced operations. While volumes in the
Northwest region increased slightly, they recorded a
significant decline in the Northeast region due to
slower market activity.

Significant price increases in all regions more than
offset the decrease in sales volumes. As a result, rev-
enue of the cement business line increased by 2.1%
in 2024 to €2,243 million (previous year: 2,196). On
a like-for-like basis, excluding scope and currency
effects, revenue of the cement business line in-
creased by 0.5%.
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In June 2024, Heidelberg Materials completed the
conversion of its cement plant in Speed, Indiana, into
a slag grinding facility. Following the opening of its
new state-of-the-art cement plant in Mitchell last
year, the company ceased portland cement produc-
tion at the Speed plant and converted the facility to
produce slag cement from locally sourced slag gran-
ules. Using slag cement in concrete production can
reduce CO, emissions significantly. This will enable
Heidelberg Materials to better meet the increas-
ing demand for carbon-reduced products in the
fast-growing Midwest market.

Aggregates business line

In the USA and Canada, Heidelberg Materials has a
network of production sites for sand, gravel, and
hard rock.

Total volumes declined moderately compared with
the previous year. In 2024, we recorded volume
increases in many core markets, with slight growth
recorded in the Northeast and Southeast regions.
Volumes in the Northwest region declined slightly,
whereas volumes decreased significantly in the
Southwest and Midwest regions. Price increases were
implemented successfully in almost all market re-
gions of the USA and Canada.

Revenue in the aggregates business line increased by
1.2% to €2,123 million (previous year: 2,098). On a
like-for-like basis, revenue of the aggregates busi-
ness line was 0.2% below the previous year’s value.
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Ready-mixed concrete and asphalt business
line

Ready-mixed concrete volumes declined significantly
in 2024 as a result of lower activity in key vertically
integrated markets in the Northwest and Northeast
regions. Strong price increases were implemented
successfully in all market regions of the USA and
Canada.

Asphalt volumes increased strongly year over year
due to consolidation of Highway Materials in the
Northeast region. The Northwest region recorded a
significant increase in volumes as robust activity in
core vertically integrated markets.

Revenue of the ready-mixed concrete-asphalt busi-
ness line decreased by 2.9% to €1,108 million (previ-
ous year: 1,141). Excluding scope and currency effects,
revenue reduced by 6.1%.

Service-joint ventures-other business line

This business line includes the concrete pipes operat-
ing line in the Northwest region and other associated
activities, as well as our joint venture Texas Lehigh
Cement Company LP, headquartered in Austin, Texas.
The company, in which we hold a 50% share, oper-
ates a cement plant in Buda, Texas; its sales volumes
decreased slightly compared with the previous year.

Revenue in the business line, which was mainly gen-
erated by the concrete pipes operating line, de-
creased by 0.6% to €334 million (previous year: 336).
Excluding scope and currency effects, revenue de-
creased by 13.9%. Revenue of our joint ventures is not
included here, as these are accounted for at equity.

Revenue and results

Total revenue in the North America Group area
increased by 1.8% to €5,311 million (previous year:
5,219). On a like-for-like basis, excluding scope and
currency effects, revenue was 1.1% below the previ-
ous year’s level.

The result from current operations before deprecia-
tion and amortisation (RCOBD) rose significantly by
19.1% to €1,407 million (previous year: 1,181). The re-
sult from current operations (RCO) increased by
22.6% to €1,049 million (previous year: 856). Exclud-
ing scope and currency effects, RCOBD and RCO in-
creased by 17.0% and 21.3%, respectively.

Overview North America

€m 2023 2024 Change

Revenue 5,219 5,311 1.8%

Result from current operations
before depreciation and
amortisation 1,181 1,407 19.1%

Result from current operations 856 1,049 22.6%

Employees as at 31 December

(FTE) 8,247 8,639 4.8%

Revenue North America 2024 in %

® Cement

38.6

® Aggregates

Ready-mixed
concrete-asphalt
Service-joint
ventures-other

Asia-Pacific

The Asia-Pacific Group area comprises nine coun-
tries. In Indonesia, the business is vertically integrat-
ed in cement, aggregates, and ready-mixed con-
crete. In India, Bangladesh, and Brunei, we operate
solely in the cement business line. In Malaysia and
Australia, we are active in aggregates, ready-mixed
concrete, and asphalt, with fly ash also being sup-
plied in Malaysia and recycled building materials for
civil engineering and infrastructure projects in Aus-
tralia. The Thailand business consists of ready-mixed
concrete in addition to cement. We are also repre-
sented via a cement joint venture in Australia, two
cement joint ventures in mainland China, and two
joint ventures for ready-mixed concrete and aggre-
gates in Hong Kong.

In its October 2024 forecast, the IMF anticipated
economic growth in the Asia and Pacific region of

Heidelberg Materials 2024 55

4.6%, compared with 5.0% in the previous year. The
short-term outlook for the region has improved, al-
though only moderate growth is still expected. Infla-
tion has declined across much of the region, but ris-
ing geopolitical tensions, uncertainty about the
strength of global demand, and financial volatility
have further increased the risks. China’s expected
growth rate of 4.8%, reflecting the weakness of
private consumption, private investment, and public
finances, continued to be impacted by the correction
in the real estate market. Growth in India is expected
to have remained relatively strong in 2024 at 7.0%,
as a better agricultural season has boosted con-
sumption in rural areas and public infrastructure con-
tinues to be expanded. Growth in Indonesia and
Malaysia is forecast to have been 5.0% and 4.8%,
respectively, making it robust compared with 2023.
Relative to other ASEAN countries, economic devel-
opment in Thailand remains more subdued, with
growth forecast at 2.8%. Bangladesh’s short-term
outlook has been negatively impacted by political
turbulence, and growth is expected to have slowed
t0 5.4%. In Australia, inflation and high interest rates
have weakened the growth rate from 2.0% in 2023 to
an estimated 1.2% in 2024.

In May 2024, Heidelberg Materials acquired ACE
Group, a supplier of pulverised fly ash in Malaysia. As
part of the company’s ongoing portfolio optimisa-
tion, the acquisition strengthens circularity within
Heidelberg Materials’ value chain in Southeast Asia.
Reusing fly ash from energy generation contributes
significantly to reducing the CO, intensity of compos-
ite cement. Used as an additive, fly ash can replace
part of the energy-intensive clinker and thus reduce
the CO, intensity of the cement.
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Cement business line

Cement and clinker volumes in the Asia-Pacific Group
area increased slightly in 2024, helped by the cement
company PT Semen Grobogan in Indonesia, which
was acquired in the previous year, and ACE Group in
Malaysia.

In Indonesia, infrastructure expansion is an impor-
tant driver of growth in the construction sector. The
construction of the new capital in Kalimantan has
been boosting demand outside Java and increasing
bulk cement volumes. Since August 2024, however,
the monthly volume has declined and returned to
normal as most of the infrastructure projects in the
first phase of construction have been completed.
Weak purchasing power has hampered growth in res-
idential construction, thus reducing demand for
bagged cement. Cement and clinker volumes of our
subsidiary Indocement increased moderately follow-
ing the acquisition of the Grobogan plant in Novem-
ber 2023. Excess capacities and competitive pres-
sures have limited the scope for passing on cost
increases resulting from the devaluation of the local
currency. The completion of various alternative fuel
feed systems and the optimisation of logistics and
sale costs through the acquisition of the Grobogan
plant contributed to a slight improvement in the
RCOBD margin.

The Indian construction industry continues to record
robust growth, driven by government initiatives, ur-
banisation, and infrastructure projects. The commis-
sioning of new cement capacities by competitors in
central and southern India is weighing on our market
share in the respective regions. Our cement and
clinker deliveries declined noticeably compared with
the previous year. An overall reduction in procure-

ment costs and improved production efficiency
helped to partially offset the loss in margins due to
the price drop caused by intense competition in our
core markets.

In Thailand, construction activity declined in 2024
due to delays in the approval of the national budget,
which affected both large infrastructure projects and
general public construction works nationwide. Pri-
vate sector demand for residential and commercial
construction was also weighed down by weak pur-
chasing power growth, a rise in living costs, and per-
sistently high interest rates. The cement volumes of
our plants declined noticeably. Margins were im-
proved despite the challenging market conditions.
The capacity expansion of a solar farm by 10 MW to
30 MW and the commissioning of a separate lime-
stone grinding plant in the reporting year will make a
significant contribution to reducing production costs
and CO, emissions at the Pukrang plant.

In Bangladesh, delays in government infrastructure
projects have led to a slowdown in construction ac-
tivity. Our cement deliveries decreased significantly
compared with the previous year.

Delayed approvals of government projects have led
to a decline in market demand for building materials
in Brunei. The cement volumes of our grinding plant
declined significantly.

Revenue of the cement business line declined by 7.3%
to €1,833 million (previous year: 1,978). Excluding
scope and currency effects, the decline amounted to
10.9%.

Aggregates business line

In 2024, our deliveries of aggregates decreased sig-
nificantly overall.

In Australia, high inflation and high interest rates, as
well as delays in major infrastructure projects, led
to a significant decline in our aggregates volumes.
Sales prices were slightly above the previous year’s
level, excluding currency effects. In Malaysia, our
deliveries decreased slightly due to supply chain
problems and wet weather. Aggregates volumes in
Indonesia grew slightly.

Revenue of the aggregates business line increased by
0.4% to €664 million (previous year: 661). Excluding
scope and currency effects, revenue increased by
1.1%.

Ready-mixed concrete-asphalt business line

Volumes of ready-mixed concrete increased slightly
compared with the previous year.

Malaysia and Indonesia achieved significant volume
growth as a result of economic recovery and invest-
ments from the private sector. In Thailand, on the
other hand, volumes of ready-mixed concrete fell
considerably due to delays in the approval of govern-
ment infrastructure projects. Our volumes in Australia
declined slightly on account of the slowdown in con-
struction activity. To strengthen its presence in the
Australian Capital Territory, Heidelberg Materials
acquired the concrete business line of the Elvin
Group, the largest concrete producer in the Canberra
region, in December 2024.
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Asphalt volumes increased slightly overall compared
with the previous year. In Malaysia, our deliveries
recorded significant growth, benefiting from the re-
covery of the construction industry thanks to the sta-
ble political situation, while demand in Australia fell
sharply.

Revenue of the ready-mixed concrete-asphalt busi-
ness line grew by 2.9% to €1,377 million (previous
year: 1,338). Excluding scope and currency effects,
the rise amounted to 3.7 %.

Service-joint ventures-other business line

In addition to a few non-core activities in Indonesia,
Malaysia, and Thailand, the service-joint ventures-
other business line comprises the cement, aggre-
gates, and ready-mixed concrete activities of our
joint ventures in Australia, China, and Hong Kong.

Volumes of our joint ventures in China were adverse-
ly affected by the property sector crisis and the weak
economy. Our joint venture Cement Australia bene-
fited from higher sales prices. To further expand its
presence in the attractive Australian market, Cement
Australia entered into a contract in December 2024
to acquire the cement business of the Buckeridge
Group of Companies, headquartered in Perth, Aus-
tralia. The transaction includes a cement grinding
plant and associated downstream activities. The
transaction is subject to regulatory approval by Aus-
tralian competition authorities.

Revenue of the business line, which was only gener-
ated by a few non-core activities in Indonesia, Ma-
laysia, and Thailand, fell by 70.1% to €19 million (pre-
vious year: 65) due to internal reclassifications.
Excluding currency effects, the decrease amounted
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to 69.7%. Revenue of our joint ventures in China and
Hong Kong and of our joint venture Cement Australia
is not included here, as these are accounted for at
equity.

Revenue and results

Revenue of the Asia-Pacific Group area declined
by 4.0% to €3,555 million (previous year: 3,705). Ex-
cluding scope and currency effects, the decrease
amounted to 5.5%.

The result from current operations before deprecia-
tion and amortisation (RCOBD) increased by 0.8%
compared with the previous year to €648 million
(previous year: 643). The result from current opera-
tions (RCO) rose by 1.6% to €405 million (previous
year: 399). Excluding scope and currency effects, the
RCOBD decreased by 6.8% and the RCO by 8.9%.

Overview Asia-Pacific

€m 2023 2024 Change

Revenue 3,705 3,555 -4.0%

Result from current operations
before depreciation and
amortisation 643 648 0.8%

Result from current operations 399 405 1.6%

Employees as at 31 December

(FTE) 12,218 11,745  -3.9%

Revenue Asia-Pacific 2024 in %

® Cement
® Aggregates

Ready-mixed
concrete-asphalt
Service-joint
ventures-other

Africa-Mediterranean-Western Asia

Since 1 January 2024, Kazakhstan and Russia have
been included in the former Africa-Eastern Mediter-
ranean Basin Group area. The Group area is now
called Africa-Mediterranean-Western Asia and com-
prises 15 countries. We mainly manufacture cement
in the Group countries south of the Sahara and in
Western Asia. In South Africa, we have a stake in a
grinding plant through a joint venture. In North Africa,
we are active in the cement and ready-mixed con-
crete business in Morocco and Egypt, as well as in the
aggregates business in Morocco. In the Eastern Med-
iterranean Basin, we have a presence in Israel and
Turkey. In Israel, we mainly produce aggregates and
ready-mixed concrete, and operate a cement import
terminal as a separate line of business. Our joint ven-
ture Akgansa in Turkey is one of the country’s largest
cement manufacturers and also runs ready-mixed
concrete and aggregates operations.

According to the October 2024 forecast by the IMF,
economic growth in Sub-Saharan Africa is expected
to have remained stable at 3.6% in 2024 and above
the global average. Sustained demand for raw mate-
rials, strong population growth, urbanisation, and
ongoing negotiations over free trade agreements
were among the main drivers of growth. On the other
hand, higher interest rates and continued pressure on
exchange rates had a negative impact. In our largest
markets, growth rates of 3.1% in Ghana, 5.4% in
Tanzania, and 5.3% in Togo are anticipated. For the
remaining countries, growth expectations range
between 4.3% for Mozambique and 6.5% for Benin.
In South Africa, growth is expected to be 1.1%.

Demand for building materials in the countries south
of the Sahara stagnated in 2024 compared with the
previous year. The market environment was charac-
terised by varying local economic development with
difficult global trade conditions as a result of geo-
political and regional tensions on the one hand and,
on the other, by a young, rapidly growing population
as well as increasing internal migration to cities and
urban areas. Ghana’s economy in particular is under
pressure due to current hyperinflation. A key indica-
tor is the rising per capita consumption of cement,
which is still significantly lower in the Sub-Saharan
countries than in more developed or industrialised
countries. We believe that our production sites, which
are primarily located close to urban centers, are well
positioned to serve the growing demand for building
materials.
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According to the IMF’s October forecast, gross do-
mestic product in Morocco is estimated to have in-
creased by 2.8% in 2024. This is higher than the ex-
pected economic growth of 2.4% in Egypt as per the
IMF’s January forecast, achieved despite a volatile
economic situation.

Economic growth in Turkey has slowed further and
is expected to have reached 2.8% in 2024 according
to the IMF’s January forecast. This growth is offset
by hyperinflation and a weak local currency.

In Israel, economic growth declined further in 2024
and is expected to have been 0.7% according to the
IMF’s October forecast.

For Kazakhstan, the same IMF forecast anticipates
that economic growth has fallen to 3.5%.

According to the IMF’s October forecast for 2024,
economic growth in Russia is expected to remain
stable compared to the previous year.

In September 2024, Heidelberg Materials signed a
strategic agreement to acquire Votorantim Cimen-
tos’ assets in Morocco with a view to further expand-
ing its position in one of the most important growth
markets in Africa. The transaction means the expan-
sion of an existing minority stake in the cement and
ready-mixed concrete company Asment de Témara
to 63% and the acquisition of 100% of the shares in
aggregates producer Grabemaro by Ciments du Ma-
roc, Heidelberg Materials’ subsidiary in Morocco.
With this investment, Ciments du Maroc will expand
its operations in the attractive Northern region of
Morocco to include a cement plant with an annual
capacity of 1.4 million tonnes of cement, two aggre-
gates sites, and eight ready-mixed concrete plants.
The company will also benefit from access to an
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alternative fuels platform. The transaction is subject
to regulatory approval by Moroccan competition
authorities.

In the 2024 financial year, we worked on expanding
our product portfolio in our core markets to include
further sustainable products. Our project for the pro-
duction of calcined clay with our partner company
CBI Ghana continues to make progress. In Egypt, our
heat recovery system was put into operation in the
reporting year. With regard to renewable energies,
we are currently analysing and implementing plans
for further solar plants to supplement the existing
systems in various countries, including Morocco and
Tanzania. We are also planning a plant in Morocco to
increase the use of alternative fuels.

Cement business line

The cement and clinker sales volumes of the Africa-
Mediterranean-Western Asia Group area increased
slightly in the reporting year.

Overall, cement and clinker deliveries in sub-Saharan
Africa rose significantly in 2024, mainly due to the
acquisition of a new plant in Tanzania in November
2023.

In North Africa, cement and clinker deliveries record-
ed a slight increase in 2024, partly due to higher ex-
ports, thus offsetting the partial local sales declines.

In Western Asia, the slight fall in cement and clinker
deliveries compared with the previous year was at-
tributable to a difficult market environment.

Revenue of the cement business line rose slightly by
0.5% to €1,990 million (previous year: 1,981). Exclud-
ing scope and currency effects, revenue increased by
5.6%.

Aggregates business line

Aggregates deliveries of the Group area fell signifi-
cantly in the reporting year, mainly due to lower sales
volumes in the Mediterranean region.

Revenue of the aggregates business line decreased
by 4.5% to €83 million (previous year: 87). Excluding
scope and currency effects, revenue reduced by
14.7%.

Ready-mixed concrete-asphalt business line

Deliveries of ready-mixed concrete recorded a slight
increase in 2024. Sales volumes of the asphalt oper-
ating line, which is only represented in the Mediterra-
nean region, fell sharply.

Total revenue of the ready-mixed concrete-asphalt
business line decreased slightly by 1.3% to €355 mil-
lion (previous year: 360). Excluding scope and cur-
rency effects, revenue increased by 1.2%.

Service-joint ventures-other business line

The business line also includes our Turkish joint ven-
ture Akgansa. Akgansa’s cement and clinker sales
volumes increased slightly in comparison with the
previous year.

Revenue of the business line, which was only gener-
ated by a few non-core activities, rose moderately by
6.2% to €38 million (previous year: 36). Excluding
scope and currency effects, the rise amounted to
15.3%. Revenue of our joint venture Akgansa is not
included here, as this is accounted for at equity.

Revenue and results

Revenue of the Africa-Mediterranean-Western Asia
Group area increased by 0.2% to €2,295 million (pre-
vious year: 2,289) due to positive price development.
Excluding scope and currency effects, revenue was
up 4.6% on the previous year’s level.

Currency devaluations in various Group countries
and negative cost development partly associated
with this led to a decline of 2.5% in the result from
current operations before depreciation and amorti-
sation (RCOBD) to €576 million (previous year: 590).
At €450 million (previous year: 466), the result from
current operations (RCO) was 3.4% below the previ-
ous year’s level. Excluding scope and currency ef-
fects, the RCOBD and RCO increased by 1.5% and
2.1%, respectively.
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Overview Africa-Mediterranean-Western Asia

€m 2023 2024 Change

Revenue 2,289 2,295 0.2%

Result from current operations
before depreciation and
amortisation 590 576 -2.5%

Result from current operations 466 450 -3.4%

Employees as at 31 December
(FTE) 7,203 7,224 0.3%

Revenue Africa-Mediterranean-Western Asia 2024

in %

® Cement
® Aggregates

Ready-mixed
concrete-asphalt
Service-joint
ventures-other
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Statement of cash flows

Group Services

The Group Services business unit mainly comprises
the activities of Heidelberg Materials Trading. The
latter is one of the world’s largest trading companies
for the international procurement, transport, and
sale of cement, and supplementary cementitious
materials, but also for fossil and alternative fuels as
well as other building materials and additives via sea
routes, both across the Group and for third-party
customers. Volumes and revenue are roughly equally
split between Group and third-party customers.
Heidelberg Materials Trading optimises the utilisation
of our production worldwide by balancing supply and
demand for cement and clinker.

Heidelberg Materials Trading operates a network of
offices around the globe and supports its customers
locally. The company manages deliveries to cus-
tomers in Europe and Africa from its headquarters in
Heidelberg, Germany. It supports customers in
North, Central, and South America from its location
in Miami, Florida, USA. In Asia, in addition to the main
location in Singapore, Heidelberg Materials Trading is
also represented in Dubai. Shipping logistics are pro-
vided from Istanbul and Dubai.

The trade volume of Heidelberg Materials Trading
increased significantly in 2024 due to higher clinker,
slag, and coal volumes. In the reporting year,
Heidelberg Materials Trading supplied customers
in around 70 importing countries with more than
1,100 shipments from over 30 exporting countries.
The majority of the deliveries went to Africa, Europe,
and the Americas. Egypt, Turkey, USA, and Indonesia
were among the main export countries.

Revenue and results

Revenue of the Group Services business unit in-
creased by 2,9% to €1.296 million (previous year:
€1.260 million) in light of higher volumes.

The result from current operations before deprecia-
tion and amortisation rose by 21.0% to €38 million
(previous year: €31 million), driven by falling purchase
and freight prices as well as strict cost management.
The result from current operations improved by
20.4% to €37 million (previous year: 31).

Overview Group Services
€m 2023 2024 Change

Revenue 1,260 1,296 2.9%

Result from current operations
before depreciation and
amortisation 31 38 21.0%

Result from current operations 31 37 20.4%

Employees as at 31 December
(FTE) 100 125 25.0%

Statement of cash flows

Consolidated statement of cash flows (short form)
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€m 2023 2024  Difference
Cash flow 3,654 3,567 -86
Changes in working capital -205 -110 95
Decrease in provisions through cash payments -221 -201 19
Cash flow from operating activities - continuing operations 3,228 3,256 28
Cash flow from operating activities - discontinued operations -23 -24 -1
Cash flow from operating activities 3,205 3,232 27
Investments (cash outflow) -1,850 -2,143 -293
Divestments (cash inflow) 370 330 -40
Cash flow from investing activities -1,480 -1,813 -333
Capital increase of non-controlling interests 1 32 31
Dividends -579 -661 -82
Acquisition of treasury shares -298 -350 -52
Changes in ownership interests in subsidiaries -33 -33
Net change in bonds, loans and lease liabilities 1,011 -439 -1,449
Cash flow from financing activities 135 -1,450 -1,585
Effect of exchange rate changes -48 -14 33
Change in cash and cash equivalents 1,812 -46 -1,858

As a result of the positive operating business devel-
opment and the improvement in working capital,
cash inflow from operating activities increased by
€27 million to €3,232 million (previous year: 3,205) in
the 2024 financial year. The increase in income tax
payments of €161 million to €684 million (previous
year: 522) resulted mainly from higher prepayments,
including in the USA, and from tax refunds received
for previous years. The reasons for the increase in
prepayments are a lower utilisation of special tax de-
preciation in the USA, the rise in profit before tax in
individual countries, and the use of tax loss carryfor-
wards in previous years. The increase in working cap-
ital led to a cash outflow of €110 million in the finan-
cial year (previous year: 205). This represents an
improvement of €95 million compared with the previ-
ous year. The increase in factoring programmes in

the reporting year reduced working capital by €11 mil-
lion. The previous year saw an increase in working
capital of €131 million due to a reduction in factoring
programmes.

Cash outflow from investing activities rose by
€333 million to €1,813 million in the reporting year
(previous year: 1,480). This was mainly due to the
increase in cash-relevant investments, which rose by
€293 million to €2,143 million (previous year: 1,850),
mainly as a result of acquisitions. Payments for the
acquisition of property, plant and equipment and
intangible assets less government grants received
increased slightly by €65 million compared with the
previous year to €1,300 million (previous year: 1,235).
Payments for the acquisition of subsidiaries and
other business units, less cash and cash equivalents
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Investments

acquired, rose by €360 million to €774 million (previ-
ous year: 414). The payments mainly related to the
acquisition of Highway Materials Inc., Carver Sand &
Gravel LLC, as well as significant assets of Victory
Rock USA LLC in the USA, the Mick George Group and
B&A Group in the United Kingdom, the ACE Group in
Malaysia, and the ready-mixed concrete operating
line of the Elvin Group in Australia. In the previous
year, the payments resulted mainly from the acquisi-
tion of The SEFA Group in the USA, RWG and the SER
Group in Germany, PT Semen Grobogan in Indone-
sia, and Tanga Cement PLC in Tanzania. Investments
in financial assets, associates, and joint ventures
amounted to €68 million (previous year: 200), of
which €32 million was attributable to capital contri-
butions to associates and other financial investments
and €30 million to the granting of loans. Payments in
the previous year mainly related to the acquisition
and granting of loans totalling €151 million. Invest-
ments for maintenance and optimising our capacities
amounted to €955 million (previous year: 1,059), and
€1,187 million (previous year: 791) related to capacity
expansions.

Regarding the cash-relevant divestments of €330 mil-
lion (previous year: 370), proceeds of €128 million
(previous year: 208) related to the disposal of finan-
cial assets, joint ventures, and associates. Proceeds
in the reporting year mainly resulted from the repay-
ment of loans amounting to €110 million, whereas
proceeds in the previous year mainly related to the
disposals of the joint venture in Georgia and the
Chaney Group in the USA. Proceeds from the dispos-
al of subsidiaries and other business units less the
cash and cash equivalents disposed of amounted to
€51 million in the reporting year (previous year: 27)
and primarily related to the sale of the French cement

transport business and the divestment of ready-
mixed concrete sites and aggregates quarries to
comply with competition law requirements in connec-
tion with the acquisition of the Mick George Group.
Proceeds in the previous year primarily resulted from
the sale of the business in the Madrid region of Spain.
Proceeds from the sale of intangible assets and
property, plant and equipment in the reporting year
amounted to €151 million (previous year: 136).

Financing activities generated a cash outflow of
€1,450 million in the reporting year (previous year:
cash inflow of 135). The continuation of the progres-
sive dividend policy at Heidelberg Materials AG re-
sulted in a dividend payment of €546 million (previ-
ous year: 484). Dividend payments to non-controlling
interests increased by €19 million to €114 million (pre-
vious year: 95). The first tranche of the Heidelberg
Materials AG 2024-2026 share buyback programme
resulted in payments for the acquisition of treasury
shares totalling €350 million in the financial year. In
the previous year, treasury shares were repurchased
for a total of €298 million under the third tranche of
the 2021-2023 share buyback programme. The cash
outflow in the financial year arising from the net pro-
ceeds from and repayment of bonds and loans of
€439 million mainly included the issue of two bonds
with a total volume of €1.2 billion, the repayment of
two bonds with a total volume of €1.4 billion, and the
repayment of lease liabilities amounting to €255 mil-
lion. In the previous year, the cash inflow of €1,011 mil-
lion was mainly due to the issue of two bonds with a
volume of €1.5 billion and the repayment of lease lia-
bilities amounting to €233 million.

In the 2024 financial year, Heidelberg Materials was
able to meet its payment obligations at all times.

Investments

Investments

€m 2023 2024 Change
Europe 634 715 12.7%
North America 337 281  -16.6%
Asia-Pacific 143 185 29.0%
Africa-Mediterranean-Western

Asia 108 104 -4.1%
Group Services 13 15 -3.7%
Financial assets and other

business units 614 843 37.1%
Total 1,850 2,143 15.8%

Investments in property, plant and equipment®
by business lines 2024 in %

® Cement
® Aggregates

Ready-mixed
concrete-asphalt
Service-joint
ventures-other

1) Incl. intangible assets
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In the 2024 financial year, Heidelberg Materials in-
creased its investments by €293 million to €2,143 mil-
lion (previous year: 1,850). The following investments
and divestments were made as part of the ongoing
portfolio optimisation.

Payments for the acquisition of property, plant and
equipment and intangible assets less government
grants received increased by €65 million compared
with the previous year to €1,300 million (previous
year: 1,235).

Investments in property, plant and equipment pri-
marily served to optimise our production facilities
and reduce CO, emissions. They include, among oth-
er things, the mechanical completion of our carbon
capture and storage (CCS) plant at the Brevik ce-
ment plant in Norway, which was completed on
schedule in 2024. Major capital expenditure also re-
lated to the modernisation of the kiln lines at our ce-
ment plants in Airvault, France, and Mokra, Czechia.

Net investments in property, plant and equipment
(investments in and divestments of property, plant
and equipment after deduction of grants) amounted
to €1,063 million (previous year: 1,042) in the 2024
financial year. In the reporting year, government
grants amounted to €110 million (previous year: 94).
Of this amount, €77 million was attributable to the
CCS project in Brevik, Norway, and €21 million to the
CCUS project in Edmonton, Canada. On the reporting
date, there were contractual investment obligations
to acquire property, plant and equipment of €343 mil-
lion (previous year: 399).



Combined management report | Economic report 2024 |

Consolidated balance sheet

Investments in subsidiaries and other business units
as well as investments in financial assets, associates,
and joint ventures, increased by €228 million to
€843 million (previous year: 614). We have mainly
continued to expand our presence in key core mar-
kets and strengthened our activities relating to the
circular economy. In the USA, these expansions in-
clude the acquisitions of Highway Materials in the
Greater Philadelphia market, Carver Sand & Gravel in
the Albany, New York, area and Victory Rock in Texas.
In the United Kingdom, Heidelberg Materials com-
pleted the acquisition of the Mick George Group,
which is active in the recycling of construction and
demolition waste, among other things. Heidelberg
Materials also acquired B&A Group, a company spe-
cialising in the recycling of construction soil and
aggregates. Other significant investments included
the acquisition of the business of the Elvin Group in
Australia as well as the ACE Group, a supplier of pul-
verised fly ash in Malaysia.

Regarding the divestments of €330 million (previous
year: 370), proceeds of €151 million (previous year:
136) related to the sale of intangible assets and prop-
erty, plant and equipment. In the reporting year, pro-
ceeds also resulted essentially from the repayment
of loans, the sale of the French cement transport
business, and divestments due to requirements im-
posed by the competition authorities as part of the
takeover of the Mick George Group. Proceeds in the
previous year primarily resulted from the disposals of
the joint venture in Georgia and the Chaney Group in
the USA.

Consolidated balance sheet

Consolidated balance sheet (short form)

€m 31 Dec. 2023 31Dec.2024 Difference
Assets

Intangible assets 8,685 9,420 736
Property, plant, and equipment 14,150 14,801 651
Financial assets 2,657 2,719 62
Other non-current assets 1,158 1,161 3
Inventories 2,670 2,857 187
Trade receivables 2,005 2,109 104
Other current assets 4,147 4,235 88
Balance sheet total 35,471 37,302 1,830
Equity and liabilities

Equity 18,375 19,975 1,600
Financial liabilities 8,619 8,558 -62
Pension provisions 764 694 -70
Other provisions 1,684 1,793 109
Trade payables 3,157 3,289 132
Other liabilities 2,873 2,993 121
Balance sheet total 35,471 37,302 1,830

In comparison with 31 December 2023, the balance
sheet total as at 31 December 2024 rose by
€1,830 million to €37,302 million (previous year:
35,471). The following notes explain the significant
changes in the balance sheet items.

Non-current assets increased by €1,451 million to
€28,100 million (previous year: 26,649). Intangible
assets increased by €736 million to €9,420 million
(previous year: 8,685). Adjusted for currency effects

of €290 million, the increase amounted to €446 mil-
lion, which is primarily attributable to goodwill and
acquired customer relationships from the business
combinations in the reporting period. Property, plant
and equipment rose by €651 million to €14,801 million
(previous year: 14,150). Adjusted for currency effects
of €291 million, there was an increase of €360 million.
Additions mainly from business combinations of
€578 million and other additions to property, plant
and equipment of €1,449 million were offset by de-
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preciation and amortisation and loss allowances of
€1,425 million, as well as disposals and reclassifica-
tions to current assets totalling €227 million.

Current assets increased by €250 million to
€9,049 million (previous year: 8,799). Assets held for
sale increased by €129 million to €153 million (previ-
ous year: 23) and include the assets of La Cimenterie
de Lukala, DR Congo, as at the reporting date.

On the equity and liabilities side, equity increased by
€1,600 million to #£€19,975 million (previous vyear:
18,375). The profit for the period amounted to
€1,918 million. The currency translation reserve in-
creased by €698 million, mainly as a result of the
strong appreciation of the US dollar and the British
pound against the euro. The first tranche of the
2024-2026 share buyback programme was complet-
ed in the financial year with the acquisition of
3,637,360 shares for a total of €350 million. In
addition, dividends of €546 million and €115 million
respectively were distributed to shareholders of
Heidelberg Materials AG and to non-controlling
interests.

Other provisions increased by €109 million to
€1,793 million (previous year: 1,684). The increase is
mainly attributable to higher restructuring provisions
in connection with the closure of locations.
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Group financial management

At €8,558 million (previous year: 8,619), financial lia-
bilities were slightly below the previous year’s level.
Net debt remained virtually unchanged at €5,293 mil-
lion (previous year: 5,294). The leverage ratio - the
ratio of net debt to result from current operations
before depreciation and amortisation (RCOBD) - was
1.18x as at 31 December 2024 (previous year: 1.24x).

Key financial ratios

2023 2024

Assets and capital structure

Equity/balance sheet total 51.8% 53.5%
Net debt/balance sheet total 14.9% 14.2%
Equity + non current liabilities/fixed assets 110.2%  111.5%
Leverage ratio 1.24 1.18
Gearing (net debt/equity) 28.8% 26.5%
Earnings per share

Earnings per share (€) 10.43 9.87
Profitability?

Return on total assets before taxes® 8.6% 7.7%
Return on equity? 11.9% 9.4%
Return on revenue® 10.3% 8.9%

1) Result before tax from continuing operations + interest expenses/
balance sheet total

2) Net income from continuing operations/equity

3) Net income from continuing operations/revenue

Capital efficiency

Return on Invested Capital (ROIC)

€m 2023 2024
Result from current operations 3,022 3,204
Adjusted current tax expense on result

from current operations -649 -830
Net operating profit after taxes 2,374 2,374
Equity (incl. non-controlling interests) 18,375 19,975
Net debt 5,294 5,293
Loans and financial investments -293 -206
Current interest-bearing receivables -144 -119
Invested capital 23,232 24,944
Average invested capital 23,023 24,088
Return on Invested Capital (ROIC) 10.3% 9.9%

In the 2024 financial year, ROIC (return on invested
capital) was 9.9% (previous year: 10.3%). Currency
effects, in particular the strong appreciation of the
US dollar and the British pound against the euro at
the end of the year, had a negative impact on ROIC.
Adjusted for currency effects, ROIC was 10.1% in the
2024 financial year.

The adjusted current tax expense is calculated by ap-
plying an adjusted tax rate on the result from current
operations. The tax rate is determined by taking the
actual tax expense (excluding the deferred tax ex-
pense) of the current financial year divided by the
profit before tax adjusted for allowances pursuant to
IAS 36.

The invested capital is calculated as the average of
the opening balance sheet - which corresponds to
the closing balance sheet of the previous year - and
the closing balance sheet of the reporting year. The
invested capital is calculated in the opening balance
sheet in the same way as in the closing balance sheet
at the end of the respective reporting period.

Group financial management
Financial principles and targets

The aim of financial management at Heidelberg
Materials is to ensure the Group’s liquidity at all
times. Our external financing is primarily guaranteed
by capital markets and a group of major internation-
al banks.

In line with the Group strategy, the focus on sustain-
ability also plays an important role in our financing
measures. The Green Finance Framework introduced
in May 2024 enables Heidelberg Materials to use
green bonds to finance sustainability-related pro-
jects. These projects meet the selection criteria de-
fined in this framework in relation to climate change
mitigation and the transition to a circular economy,
or will meet them in the future. The programme com-
plements the Sustainability-Linked Financing Frame-
work published in 2022, which defines key perfor-
mance indicators (KPIs) and related targets that can
be used for the issue of various sustainability-linked
financing instruments.
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Within the Group, the principle of internal financing
applies. Financing requirements of subsidiaries are -
where possible - covered by internal loan relation-
ships. The Group companies use either liquidity sur-
pluses from other subsidiaries in cash pools or are
provided with intra-Group loans from our finance
company Heidelberg Materials Finance Luxembourg
S.A. (HM Finance Luxembourg S.A.) based in Luxem-
bourg or Heidelberg Materials AG.

In some cases, the Group Treasury department also
supports subsidiaries in obtaining credit lines with
local banks in order to accommodate legal, tax, or
other conditions. Local financing exists only to a
limited extent.

The following table shows the Group’s financial liabil-
ities.

Financial liabilities

31 Dec. 31Dec.
€m 2023 2024
Bonds payables 6,861.5 6,677.6
Bank loans 290.3 374.7
Lease liabilities 1,088.5 1,143.6
Non-controlling interests
with put options 79.3 87.7
Derivative financial instruments 194.9 151.6
Miscellaneous other financial liabilities 104.9 122.5
Total 8,619.4 8,557.7
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Group financial management

Financing measures

With available liquidity, we repaid a bond with a nom-
inal value of €750 million and a coupon of 2.25% as
scheduled on 3 June 2024. In addition, a bond with a
nominal value of €650 million and a coupon of 2.50%
was repaid as scheduled on 9 October 2024. Under
our EMTN programme, we issued two green bonds
under the above-mentioned Green Finance Frame-
work in 2024. The green bond issued on 19 June 2024
with a nominal value of €700 million has a coupon of
3.95% and a term ending on 19 July 2034. The green
bond issued on 24 September 2024 with a nominal
value of €500 million was placed with a coupon of
3.375% and a term ending on 17 October 2031.

On 4 December 2024, we received the funds from the
European Investment Bank loan of €100 million with
a term of six years. The loan agreement was signed
in December 2023 and will be used to finance opera-
tional expenditure on research, development, and
innovation in relation to innovative products and pro-
cess improvements with the aim of reducing CO,
emissions.

Over the course of 2024, we were able to issue a to-
tal volume of €420 million via one of our sustainability-
linked financing instruments - the 2 billion Multi-
Currency Sustainability Target Commercial Paper
Programme. Issuance activity under this programme
was gradually reduced in order to limit excess liquid-
ity. As at 31 December 2024, none of the commercial
papers issued by Heidelberg Materials AG remained
outstanding.

In March 2024, the term of the sustainability-linked
syndicated credit facility of €2 billion arranged in
2022 was extended by one year to 11 May 2029 in
accordance with the terms of the agreement. The
sustainable key performance indicators are the spe-
cific net CO, emissions per tonne of cementitious
material, the alternative fuel rate, and the lost time
injury frequency rate (LTIFR)?. The target achieve-
ment of these KPIs has an impact on the credit mar-
gin. The credit facility essentially serves as liquidity
back-up and can be used for cash drawdowns in an
amount of €1,698 million as well as for letters of
credit and guarantees in an amount of €302 million.
As at 31 December 20224, only €195 million had been
drawn down for guarantees.

Overall, it is ensured that, as at the reporting date,
all Group companies have sufficient headroom for
cash drawdowns as well as for letters of credit and
guarantees to enable them to finance operational
business and investments in the long term.

Liquidity instruments

€m 31 Dec. 2024
Cash and cash equivalents 3,220.1
Liquidable financial investments and derivative

financial instruments 39.5
Free credit line 1,917.9
Free liquidity 5,177.5

2) Number of accidents (with at least one lost working day) suffered by
Group employees per 1,000,000 working hours

Heidelberg Materials has a long-term financing
structure and a well-balanced debt maturity profile.

Debt maturity profile as at 31 December 2024% inem
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1) Excluding reconciliation adjustments of liabilities of €-101.8 million (accrued transaction costs, issue prices, and fair value adjustments) as well as derivative

liabilities of €151.5 million. Excluding also puttable minorities with a total amount of €87.7 million; excluding financial lease liabilities.

Rating

In the 2024 financial year, the company’s credit rat-
ing by the rating agencies Moody’s Investors Service
and S&P Global Ratings was unchanged at Baa2 and
BBB, respectively. The outlook for our credit rating is
unchanged at stable.

Ratings as at 31 December 2024

Long-term Short-term
Rating agency rating Outlook rating
Moody’s Baa2 Stable P-2
Standard & Poor’s BBB Stable A-2
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Statements on Heidelberg Materials AG

Comparison of outlook
and actual figures

The RCO developed in line with the 2023 outlook
and amounted to €3,204 million. As forecast, ROIC
reached a value of around 10 %.

As per the 2024 outlook, we succeeded in slightly
reducing our specific net CO, emissions by 1.3%.

Comparison of the key performance indicators 2024 with the outlook

Outlook 2023

2023 (adjustment during the year) 2024

€3.0 billion to €3.3 billion €3,204 million

RCO €3,022 million (9M: €3.1 billion to €3.3 billion) (+6.0%)
ROIC 10.3% Around 10% 9.9%

534 kg CO,/t

Specific net CO, emissions cementitious material

527 kg CO,/t
cementitious material

Slight reduction (-1.3 %)

Events occurring after the close
of the 2024 financial year

On 21 February 2025, the Managing Board of
Heidelberg Materials AG resolved to cancel all
3,637,360 treasury shares purchased under the first
tranche of the 2024-2026 share buyback programme
in the period from 23 May to 25 November 2024, with
a reduction of €10,912,080 in the subscribed share
capital. This corresponds to approximately 2.00 % of

the company’s subscribed share capital before
cancellation and capital reduction. The Supervisory
Board approved the cancellation on 24 February
2025. Following the cancellation of the shares and
the capital reduction, the subscribed share capital of
Heidelberg Materials AG amounts to €535,292,280
and is divided into 178,430,760 no-par value shares,
each representing a notional amount of €3.00 of the
subscribed share capital.

Statements on Heidelberg Materials AG

In addition to the Group management reporting, the
parent company’s development is described below.
The annual financial statements of Heidelberg
Materials AG are prepared in accordance with Ger-
man commercial law. Heidelberg Materials AG’s man-
agement report is combined with that of the Group
pursuant to section 315(5) of the German Commer-
cial Code (Handelsgesetzbuch, HGB), as the business
trend, economic position, and future opportunities
and risks of the parent company are closely linked
with the Group on account of their common activity
in the building materials business.

As the parent company, Heidelberg Materials AG
plays the leading role in the Group. It is also opera-
tionally active in Germany in the cement business line
with eleven cement and grinding plants. According to
the Managing Board’s resolution, clinker production
at the Hanover cement plant was discontinued in the
summer of 2024. The Hanover site will continue to
operate as a grinding plant. The results of Heidelberg
Materials AG are significantly influenced by its direct-
ly and indirectly held subsidiaries and participations.
Regarding financing, Heidelberg Materials AG plays
the key role within the Group. The outlook for the
Group also applies to Heidelberg Materials AG. Devi-
ations are described below.
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Earnings position

Revenue in the cement business line fell moderately
by €52 million to €725 million (previous year: 777) on
account of weakening demand. Revenue from intra-
Group services rose by 12% to €299 million (previous
year: 267) as a result of extensive tasks in the context
of the leading role within the Group and the associ-
ated ongoing centralisation of Group functions as
well as the expansion of the range of services of-
fered. Overall, total revenue of Heidelberg Materials
AG fell by €20 million to €1,024 million (previous year:
1,044).

Compared with the 2023 financial year, material
costs decreased by €54 million to €332 million (pre-
vious year: 386). This was primarily due to the lower
sales volumes as well as lower energy costs in the
2024 financial year. Personnel costs fell by €26 mil-
lion to €279 million (previous year: 305), mainly on
account of the change in pension provisions. Overall,
operating result decreased by €1 million to €43 mil-
lion (previous year: 44).

In connection with the planned shutdown of the
clinker production facilities in Hanover, extraordinary
write-downs of fixed assets amounting to €19.2 mil-
lion and inventories of €2.2 million were recognised in
the reporting year, and provisions for restructuring
measures amounting to €20.1 million were recog-
nised. In addition, the existing recultivation provi-
sions for the quarries were increased by €0.6 million
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to a total of €2.6 million as at the reporting date. In
addition to the restructuring measures, higher addi-
tions to the recultivation provisions, higher software
costs, and higher internal recharge expenses led to
an overall increase in other operating expenses.

Income from profit transfer agreements of €1,174 mil-
lion (previous year: 992) was exclusively attributable
to Heidelberg Materials International Holding GmbH,
whose profit in the reporting year was mainly influ-
enced by dividends of its subsidiaries in the amount
of €880 million. Result from participations amounted
to €34 million (previous year: 12) in the financial year.

Other interest and similar income decreased by
€32 million to €250 million (previous year: 282). At
the same time, interest and similar expenses rose by
€95 million to €697 million (previous year: 602). Both
developments are primarily due to the increase in in-
tra-Group financing activities. As part of the Group-
wide financing and liquidity management measures,
currency positions arise that are hedged by means
of external foreign exchange transactions, which are
appropriate in terms of maturities and amounts. As

these hedging transactions do not, as a rule, relate
to any valuation units, currency and interest gains or
currency and interest losses may arise. In accord-
ance with the imparity principle, provisions for risks
arising from hedging transactions were recognised
at the end of the year to the extent of the negative
market values of the currency swaps of €5 million
(previous year: 5). In the reporting year, the currency
result fell to -€17 million (previous year: 2).

The income tax expense of €79 million (previous year:
45) increased by €21 million in comparison with the
previous year due to an increased taxable result for
the current year and an increase of €13 million in the
taxes for previous years.

Profit for the 2024 financial year totalled €787 million
(previous year: 806). Balance sheet profit amounted
to €607 million (previous year: 566).

Balance sheet

The balance sheet total increased by €0.6 billion
compared with the previous year to €28.4 billion

(previous year: 27.8). Total fixed assets remained
unchanged at €24.8 billion (previous year: 24.8). The
increase in current assets of €0.6 billion to €3.6 billion
(previous year: 3.0) is mainly due to higher receiva-
bles from subsidiaries of €0.9 billion and a reduced
bank balance of €0.3 billion.

On the equity and liabilities side, equity remained at
the previous year’s level of €11.2 billion due to the
dividend distribution of €0.5 billion and expenses
connected with the share buyback programme of
€0.3 billion, which was offset by a profit for the finan-
cial year of €0.8 billion. At €0.9 billion (previous year:
0.9), provisions remained at the previous year’s level.
Liabilities increased by €0.7 billion to €16.4 billion
(previous year: 15.7). This was due to additions of
€0.2 billion bringing liabilities to subsidiaries to
€13.1 billion (previous year: 12.9), the taking out of a
new loan of €0.1 billion, and the issue of new bonds
amounting to €1.2 billion. This was offset by the re-
payment of a bond in the amount of €0.8 billion.
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Comparison of the business trend
with the previous year’s outlook

The anticipated decline in cement revenue, in addition
to the projected rise in intra-Group service charges,
led overall to a slight fall in total revenue, which could
not be fully offset by the reduction in material and
personnel costs. As expected, the operating result
was therefore slightly below that of the previous
year.

Anticipated earnings

For 2025, we anticipate another slight decline in ce-
ment revenue. This will be countered by a targeted
cost-saving programme focused on both variable
and fixed costs. We expect to see a moderate in-
crease in revenue from intra-Group services. Overall,
however, we anticipate a slight decline in operating
result for the year 2025.
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Statements pursuant
to sections 289a and
315a of the German
Commercial Code
(HGB)

On 31 December 2024, the subscribed share capi-
tal of Heidelberg Materials AG amounted to
€546,204,360. It is divided into 182,068,120 no-par
value bearer shares, each with a pro rata amount of
€3. Each share carries one vote at the Annual Gener-
al Meeting. All shares carry the same rights and ob-
ligations; there are no different classes of shares. The
Managing Board knows of no restrictions concerning
voting rights or the transfer of shares.

Mr Ludwig Merckle, Ulm, Germany, holds via Spohn
Cement Beteiligungen GmbH, Schénefeld, Germany,
a company under his control, 25.64% of the voting
rights of shares in the company as well as rights of
retransfer from securities lending to a further 3.24%
(instruments in the sense of section 38(1)(1) of the
German Securities Trading Act (Wertpapierhandels-
gesetz, WpHG)), together 28.88%, according to the
notifications available to the company as at 31 De-
cember 2024 in accordance with the WpHG. No bear-
er of shares has been granted special rights giving
power of control.

The company’s Managing Board is appointed and
discharged by the Supervisory Board. The Articles of
Association may be amended by the Annual General
Meeting with a simple majority of the share capital
represented at the time of voting, except where a
greater majority is required by law. Amendments af-
fecting only the wording of the Articles of Association
may be made by the Supervisory Board.

Authorised capital

Authorised capital exists as at 31 December 2024,
which authorises the Managing Board, with the con-
sent of the Supervisory Board, to increase the com-
pany’s share capital by issuing new shares against
cash contributions and/or contributions in kind (Au-
thorised Capital 2020). Under the Authorised Capital
2020, the share capital may be increased by up to a
total of €178,500,000 by issuing new no-par value
bearer shares on one or more occasions until 3 June
2025. The shareholders must be granted subscrip-
tion rights. However, the Managing Board is author-
ised to exclude the subscription rights of share-
holders in certain cases, such as in the case of an
increase in return for cash contributions in order to
realise residual amounts, to service option or conver-
sion rights, or to issue shares totalling up to 10% of
the share capital at a near-market price as well as in
the case of a capital increase in return for contribu-
tions in kind for the purposes of acquiring compa-
nies, or in the context of implementing of a dividend
in kind/dividend option. As at 31 December 2024, the
Authorised Capital 2020 had not been used.

Conditional share capital

In addition, the conditional share capital described
below existed as at 31 December 2024. The share
capital was conditionally increased by a further
amount of up to €115,800,000, divided into up to
38,600,000 new no-par value bearer shares (Condi-
tional Share Capital 2023). The conditional capital
increase serves to back the issuance of option or
conversion rights, or option or conversion obligations
on Heidelberg Materials AG shares. The conditional
capital increase is only carried out insofar as the
Managing Board issues warrant or convertible bonds
until 10 May 2028 under the authorisation of the
Annual General Meeting from 11 May 2023 and the
bearers of option or conversion rights make use of

their rights. Warrant or convertible bonds may also
be issued with option or conversion obligations.

The shareholders generally have a subscription right
to newly issued warrant or convertible bonds. The
authorisation governs specific cases in which the
Managing Board may exclude the subscription right
of shareholders to warrant or convertible bonds. As
at 31 December 2024, the authorisation to issue war-
rant or convertible bonds forming the basis of the
Conditional Share Capital 2023 had not been used.

The exclusions of subscription rights in the Author-
ised Capital 2020 and Conditional Share Capital
2023 are limited, among other things, by a deduction
clause in such a way that their sum does not exceed
the limit of 10% of the share capital that exists when
the option of excluding subscription rights is granted.

Acquisition of treasury shares

Furthermore, the authorisation to acquire treasury
shares described below existed as at 31 December
2024. The company is authorised to acquire treasury
shares up to the end of 10 May 2028 once or several
times, in whole or in partial amounts, up to a total of
10% of the share capital existing on 11 May 2023 or -
if such amount is lower - at the time this authorisa-
tion is exercised for any permissible purpose within
the scope of the legal restrictions. The authorisation
may not be used for the purpose of trading in treas-
ury shares. At no time may more than 10% of the
respective share capital be attributable to the ac-
quired own shares combined with other shares that
the company has already acquired and still pos-
sesses. The shares may be acquired via the stock
exchange or by way of a public purchase offer or by
means of a public call for the submission of offers to
sell or by issuing rights to sell shares to the share-
holders. The treasury shares acquired on the basis of
the authorisation will be used by selling them via the
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stock exchange or in another suitable manner while
ensuring the equal treatment of the shareholders, or
for any other purposes permitted by law. The Manag-
ing Board is authorised to cancel the acquired treas-
ury shares with the consent of the Supervisory Board
without further resolution of the Annual General
Meeting. The cancellation may also be effected with-
out a capital decrease by adjusting the proportional
amount of the remaining no-par value shares in the
company’s subscribed share capital. In both cases,
the Managing Board is authorised to adjust the num-
ber of no-par value shares in the Articles of Associa-
tion. Shareholders’ subscription rights can be ex-
cluded in certain cases. In 2024, the company made
partial use of the authorisation in the period from
23 May to 25 November and held 3,637,360 treasury
shares as at 31 December 2024, corresponding to
2.00% of the share capital. Prior to the start of the
first tranche of the 2024-2026 share buyback pro-
gramme, all treasury shares held by the company at
that time had been cancelled with a reduction in the
share capital on 21 February 2024. Details on the
treasury shares acquired in the 2024 financial year
are given in Note 9.7.

Takeover-related disclosures

A list of the company’s significant agreements con-
tingent on a change of control resulting from a take-
over bid and a summary of the effects thereof are
provided in the table, pursuant to sections 289a(1)(8)
and 315a(1)(8) of the HGB. Please note that we are
disregarding agreements whose potential conse-
quences for the company fall below the thresholds of
€50 million in a singular instance or €100 million in
the case of several similar agreements, as they will
not regularly affect the decision of a potential bidder.
These change of control clauses are standard for
this industry and type of transaction and have not
been agreed with the intention of hindering any take-
over bids.
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Significant agreements with change of control clauses

Nominal
amount Type of
Name of agreement/date Type of contract €m Repayment clause
Syndicated credit and aval agreements and bilateral credit lines
Syndicated credit facility
and aval credit facility Credit and aval credit to the extent outstanding
of 13 May 2022 facility 2.000 v by 11 May 2029 (@D
to the extent outstanding
Loan Agreement of 7 December 2023 Credit Agreement 1002 by 4 December 2030 1)
to the extent outstanding
Loan agreement of 1 March 2019 Credit agreement 86 % by 31 March 2029 3)
to the extent outstanding
Aval credit facility of 14 November 2019  Aval credit facility 1004 by 31 December 2025 (@D
Bonds issued by Heidelberg Materials AG
to the extent still outstanding
1.5% bond 2016/2025 Debenture bond 1,000 by 7 February 2025 (@)
3.375% bond 2024/2034 to the extent still outstanding
(Green Bond) Debenture bond 500 by 17 October 2031 2
3.75% bond 2023/2032 to the extent still outstanding
(Sustainability-Linked) Debenture bond 750 by 31 May 2032 2
to the extent still outstanding
3.95% bond 2024/2034 (Green Bond) Debenture bond 700 by 19 July 2034 )
Bonds issued by Heidelberg Materials Finance Luxembourg S.A., guaranteed by Heidelberg Materials AG
to the extent still outstanding
1.625% bond 2017/2026 Debenture bond 1,000 by 7 April 2026 @]
to the extent still outstanding
1.5% bond 2017/2027 Debenture bond 500 by 14 June 2027 2)
to the extent still outstanding
1.125% bond 2019/2027 Debenture bond 750 by 1 December 2027 2
to the extent still outstanding
1.75% bond 2018/2028 Debenture bond 750 by 24 April 2028 (@)
4.875% bond 2023/2033 to the extent still outstanding
(Sustainability-Linked) Debenture bond 750 by 21 November 2033 @)

1) Of this figure, €195.1 million was outstanding as at 31 December 2024.
2) Of this figure, €100.0 million was outstanding as at 31 December 2024.
3) Of this figure, €44.2 million was outstanding as at 31 December 2024.
4) Of this figure, €80.6 million was outstanding as at 31 December 2024.

The relevant change of control clauses give the con-
tractual partner or bearer of the bonds the right to
immediately accelerate the agreement and demand
repayment of outstanding loans or debenture bonds
in the event of a change in the company’s sharehold-
er structure as defined variously below.

The syndicated credit facility and aval credit facility
agreement dated 13 May 2022 and the loan or aval
credit facility agreements dated 14 November 2019
and 7 December 2023, each marked (1) in the type of
clause column, as well as the loan agreement of 1
March 2019, marked (3) in the type of clause column,

give each creditor the right, in the event of a change
of control, to accelerate the loan amount it provided
(plus any accrued interest) and to demand repay-
ment accordingly.

A change of control in the sense of clause (1) is
deemed to occur when a person or a group of people
acting jointly in the sense of section 2(5) of the Ger-
man Securities Acquisition and Takeover Act (Wert-
papiererwerbs- und Ubernahmegesetz, WpUG) has
acquired more than 30 % of the shares in the compa-
ny. Clause (3) applies “in the case of a change in the
direct or indirect capital or shareholder structure of
Heidelberg Materials AG, which leads to a change of
control (change of controlling influence).”

The bonds marked (2) in the type of clause column
give each bearer of the debenture bond the right, in
the event of a change of control as described below,
to demand full or partial repayment from the com-
pany at the “Early Put Redemption Amount.” The
Early Put Redemption Amount means 101% of the
nominal amount plus accrued and unpaid interest
up to (but not including) the repayment date defined
in the bond terms.

A change of control is deemed to occur when one of
the following events takes place:

- The company becomes aware that a person or
group of persons acting in concert in the sense of
section 2(5) of the WpUG has become the legal or
beneficial owner of more than 30% of the com-
pany’s voting rights.

- The merger of the company with or into a third per-
son, or the merger of a third person with or into the
company, or the sale of all or substantially all as-
sets (consolidated) of the company to a third per-
son, except in connection with legal transactions,
as a result of which (a) in the event of a merger, the
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holders of 100% of the company’s voting rights
hold at least the majority of the voting rights in the
surviving legal entity immediately after such a
merger and (b) in the event of the sale of all or
substantially all assets, the acquiring legal entity is
or becomes a subsidiary of the company and be-
comes the guarantor for the debenture bonds.

Agreements also exist on pension schemes in the
United Kingdom, which stipulate that a change of
control (not contractually specified) at Heidelberg
Materials AG must be communicated to the trustees
of these pension schemes. If, according to the corre-
sponding regulatory guidelines, a change of control
poses a considerable risk to the fulfilment of the
pension obligations (Type A Event), the trustees can
demand negotiations on the adequacy of the safe-
guarding of the pension cover and have this reviewed
by means of a clearance procedure before the super-
visory authority, which may lead to the adjustment of
the securities.

As at 31 December 2024, the service agreements of
the members of the Managing Board of Heidelberg
Materials AG are governed by suggestion G.14 of the
German Corporate Governance Code in the version
of 28 April 2022, according to which no commitments
to benefits should be agreed in the event of early
termination of the service agreement as a result of
a change of control. The agreements of all members
of the Managing Board therefore do not contain
change of control clauses. There are no compensa-
tion agreements of the company with members of
the Managing Board or with employees in the case of
a takeover bid.

The other details required pursuant to section 289a
and section 315a of the HGB relate to circumstances
that do not exist at Heidelberg Materials AG.
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Outlook

This outlook contains forward-looking statements
based on the information presently available and the
current assumptions and forecasts of the Group
management. Such statements are naturally subject
to risks and uncertainties and may therefore deviate
significantly from the actual development.

Risks and opportunities that are not part of the out-
look and may lead to significant negative or positive
deviations from the forecasted developments are in-
cluded in the Risk and opportunity report chapter.

Assumptions underlying our outlook

Our business is subject to a multitude of external in-
fluencing factors that are beyond our control. In ad-
dition to weather conditions and economic and pop-
ulation growth, the most significant external factors
influencing the economic development of Heidelberg
Materials are developments in prices on the energy
and raw materials markets, exchange rates, the reg-
ulatory environment, and competition in the markets
in which we operate. This outlook is based on the as-
sumption that the global political environment will
not change further as a result of geopolitical crises
during the outlook period and that international ten-
sions will not significantly impair Heidelberg Materials’
business activities.

Crucial factors for the development of the construc-
tion industry include, in particular, weather condi-
tions, the local economic cycle, the development of
energy and raw material prices, the level of public
investments, and financing costs for real estate. In
the growth markets of the emerging countries, es-

pecially in Africa and Asia, the income available for
private residential construction also plays an impor-
tant role.

We have not taken account of any material changes
to balance sheet items or any associated expense or
income items in our outlook below that may result
from, among other things, changes to macroeco-
nomic parameters, such as discount rates, interest
rates, inflation rates, exchange rates, changes to
future salary developments, or climate policy.

Evaluation of the outlook
by Group management

In 2025, political developments, increasing trade
protectionism and geopolitical conflicts, as well as
uncertainties regarding inflation, will continue to in-
fluence the global economy and capital markets.
Against this backdrop, in its January 2025 forecast,
the International Monetary Fund (IMF) expects glob-
al economic output in 2025 to grow by 3.3%, similar
to the previous year.

Global demand in the construction sector is expect-
ed to stabilise at a low level, even though inflation
and persistently high financing costs are likely to
continue to have a negative impact on residential
construction in particular. For European construction
activity, Euroconstruct forecasts a slight increase of
0.4% in almost all construction sectors in 2025. The
American cement association PCA and the Australian
Construction Industry Forum expect a slight increase
in construction activity, which will continue to be driv-
en primarily by non-residential construction.

The Managing Board therefore expects the result
from current operations to be between €3.25 billion
and €3.55 billion. It forecasts a value of around 10%
for ROIC. A further slight reduction is targeted for
specific net CO, emissions.

The Managing Board and Supervisory Board will pro-
pose to the 2025 Annual General Meeting a dividend
of €3.30 per share. Together with the ongoing share
buyback programme, Heidelberg Materials is thus
continuing to underline its focus on shareholder
return. The second tranche of the share buyback
programme is scheduled to start after the Annual
General Meeting in the second quarter of 2025.

The Managing Board continues to assess Heidelberg
Materials’ financial situation as comfortable in the
forecast period.

At the time of preparing the consolidated financial
statements, the Managing Board is not aware of any
material risks to the going concern of the company
(see Risk and opportunity report chapter).

Economic environment
General economic development

Against the background of the difficult economic and
geopolitical environment, the International Monetary
Fund (IMF) predicts slight growth of 3.3% compared
with the previous year in its January forecast for
global economic output in 2025. Expected growth
thus remains below the 2000-2019 average of 3.7%,
which the IMF attributes to high central bank interest
rates, the withdrawal of fiscal support, and weak
productivity growth.
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The forecast for 2025 is the same as the global eco-
nomic outlook from October 2024, mainly because
the economic forecast for the USA has been raised,
offsetting the downward trend in other major econo-
mies. According to the IMF, the US economy will grow
by 2.7% this year, which is significantly higher than
expected in 2024. By contrast, the forecasts for
Germany and Italy have been lowered again. GDP
growth of 1.9% is forecast for 2025 in industrial coun-
tries, and 4.2% in emerging and developing coun-
tries. According to the IMF’s forecast, India, Malay-
sia, and China will once again achieve the highest
growth rates in the current year.

With inflation rates continuing to fall and growth re-
maining moderate (particularly in the USA), the IMF
considers the risks to global economic growth to be
manageable in the current year despite the increased
trade uncertainty, which is seen as temporary. Budg-
etary consolidation and structural reforms are still
considered to promote growth. On the other hand,
the sharp increases in raw material prices, persistent
inflation, and trade tariffs could have a negative im-
pact. A worsening of the real estate crisis in China, as
well as tax increases and spending cuts, could also
lead to weaker growth.

Inits October 2024 and January 2025 forecasts, the
IMF expects the following growth rates for Heidelberg
Materials’ most important sales markets:
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Expected growth in real GDP?

in % 2025
Europe
Eurozone 1.0
Germany 0.3
France 0.8
United Kingdom 1.6
Ttaly 0.7
Norway 1.8
Poland 3.5
Romania 3.3
Sweden 2.4
Czechia 2.3
North America
Canada 2.0
USA 2.7
Asia-Pacific
Australia 2.1
China 4.6
India 6.5
Indonesia 5.1
Malaysia 4.7
Thailand 2.9
Africa-Mediterranean-Western Asia
Egypt 3.6
Ghana 4.4
Morocco 3.6
Russia 14
Tanzania 6.0
Togo 5.3

1) Source: International Monetary Fund (IMF), October 2024
and January 2025 forecasts

For the 2025 financial year, we expect energy prices
to continue to be significantly influenced not only by
the sanctions against Russia, but also by the Middle
East conflict and the US and OPEC oil production pol-
icy. However, compared with 2022, the fluctuations
relating to the news situation were comparatively
small last year and at the beginning of this year, and

the market has continued to stabilise. At current
price levels and based on our contract portfolio -
a mix of forward market and spot purchases - we
expect energy prices for the whole of 2025 to be
around the previous year’s level.

Development of the construction industry

The development of economic output is also reflect-
ed in the expectations for the construction industry.

In its December 2024 forecast, Euroconstruct ex-
pects construction activity in Europe as a whole to
continue to decline in almost all countries and con-
struction sectors in 2025. Positive development in
the construction sector is only expected in Spain,
Switzerland, and Ireland.

In its Autumn 2024 forecast, the American cement
association PCA assumes a slight increase in con-
struction activity in the USA for 2025, with all con-
struction sectors expected to contribute to this. A
positive development is forecast for residential con-
struction in particular.

The Australian Construction Industry Forum expects
a further slight increase for the Australian construc-
tion industry. The forecasts are particularly positive
for non-residential construction and infrastructure
construction, which is supported by rising public
spending, while residential construction is expected
to recover slowly.

In contrast to the mature and developed countries,
the GDP growth forecasts and data on population
growth as well as per capita cement consumption are
frequently used indicators for construction develop-
ment in the growth markets of emerging countries in
Africa and Asia. In this respect, the IMF growth rates
for these markets provide an indication of the devel-
opment of the construction industry.

Industry development

The EU has adopted amendments to the rules gov-
erning the EU Emissions Trading System (EU ETS) for
the fourth trading period from 2021 to 2030 within
the “Fit for 55” programme. The original cross-sec-
toral reduction target for 2030 within the EU ETS was
thus raised from 43% improvement compared with
2005 to 62%. For the years from 2026 onwards,
changes are anticipated that will lead to a further
significant reduction in CO, allowances and thus in
free allocations. Free CO, allowances will be gradu-
ally reduced, so that by 2034 there will be no more
free allowances for the cement industry. The scope
of the current clinker benchmark has been redefined
and will also be recalculated for 2026. According to
estimates, the new benchmark could be significantly
lower.

The Carbon Border Adjustment Mechanism (CBAM)
has been phased in since 2024. Since October 2023,
companies have been required to publish quarterly
reports on the quantities imported and the associat-
ed CO, emissions. In the second step, from 2026 on-
wards, allowances corresponding to the amount of
CO, emissions associated with the imported prod-
ucts (cement/clinker) must also be purchased.

With the announced measures within the EU ETS, a
significant shortage in the number of new CO, emis-
sion rights placed on the market within the fourth
trading period is also to be expected. Prices for emis-
sion rights averaged around €67 in the 2024 financial
year. At the beginning of 2025, the carbon price had
increased to around €80, in average. A price increase
in the fourth trading period could lead to additional
costs for covering the required emission rights, ac-
companied by a decrease in the freely allocated cer-
tificates. So far, Heidelberg Materials has a sufficient
number of emission rights across the Group for the
next two years. However, in individual countries there
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are already shortages of emission rights, which are
covered by intra-Group trading. Further information
can be found in the Risk and opportunity report

chapter.

Outlook 2025
Forecast of the key performance indicators

Demand in the construction sector is expected to
stabilise at a low level, even though inflation and per-
sistently high financing costs are likely to continue to
have a negative impact on residential construction in
particular. We expect cost developments on the en-
ergy and raw materials markets to remain volatile.
The focus will therefore continue to be on price ad-
justments and strict cost management.

For the 2025 financial year, the Managing Board ex-
pects the result from current operations (RCO) to be
between €3.25 billion and €3.55 billion.

ROIC is expected to be around 10 %.
For specific net CO, emissions per tonne of cementi-

tious material, the Managing Board anticipates a fur-
ther slight reduction compared to 2024.
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Risk management system

Supplementary forecast of other financial
figures

The Managing Board anticipates slight revenue
growth (excluding scope and exchange rate effects).

In line with the progressive dividend policy, the Man-
aging Board and Supervisory Board will propose to
the Annual General Meeting the distribution of a div-
idend of €3.30 per share for the 2024 financial year.
In combination with the ongoing share buyback pro-
gramme, Heidelberg Materials is thus continuing to
underscore its focus on shareholder return. The sec-
ond tranche of the share buyback programme is
scheduled to start after the Annual General Meeting
in the second quarter of 2025.

The company forecasts net investments in property,
plant and equipment (investments in and divest-
ments of property, plant and equipment) in the 2025
financial year to be around €1.2 billion.

In February 2025, we repaid the maturing bond of
€1 billion as scheduled. Heidelberg Materials still
plans to settle the financial liabilities expiring in 2025
through free cash flow and available liquidity.

Depending on the market situation, the company is
considering issuing a bond under the EMTN pro-
gramme to finance further investments and acquisi-
tions.

We continue to pursue the goal of increasing the
share of sustainability-linked financial instruments to
at least 70% by the end of 2025.

The solid investment grade rating is to be maintained.
The leverage ratio is expected to be within the stra-
tegic corridor of 1.5x to 2.0x.

Risk and opportunity
report

Risk and opportunity management

As one of the world’s leading manufacturers of build-
ing materials and solutions, Heidelberg Materials is
exposed to numerous risks and opportunities due
to its international business activity. Heidelberg
Materials’ risk policy is based on the Group strategy,
which focuses, among other things, on both sustain-
ably preserving and increasing enterprise value. An
effective risk and opportunity management system
serves to identify these risks and opportunities at an
early stage and to systematically assess and reduce
them. Consequently, the risk management process
represents a central element of the Group’s val-
ue-oriented corporate governance.

At Heidelberg Materials, risks and opportunities are
monitored and managed across the Group with the
help of integrated planning and monitoring systems.
We consider events that may have a negative impact
on the achievement of short-term and long-term
strategic and operational corporate targets to be
risks. Provided that these risks are consistent with
the legal and ethical principles of entrepreneurial
activity and are well balanced by the opportunities
they present, these risks are classified as acceptable.
We see possible achievements that go beyond our
corporate planning as opportunities. Operational
management in each Group country and in the cen-
tral Group departments are directly responsible for
identifying and observing risks and opportunities at
an early stage. Risks and opportunities are recorded
and assessed in the annual operational plan and fol-
lowed up as part of monthly financial reporting.

In addition to risks, identifying opportunities plays a
key role in ensuring that the company operates suc-
cessfully over the long term. As part of the annual
risk/opportunity management process, (hew) oppor-
tunities are identified and evaluated from a strategic
and financial perspective. Responsibility for identify-
ing opportunities at Group level lies with the relevant
department, while each country is responsible for
identifying local opportunities. In a similar way to
risks, opportunities are assessed on the basis of their
likelihood and impact. Opportunities are categorised
into the following clusters: strategic, financial, oper-
ational, and climate-related. Information about the
opportunities in the individual clusters can be found
in the Opportunity areas section. Opportunities
and risks are not offset against each other in aggre-
gated risk reporting.

Risk management system

Pursuant to section 91(2) and (3) of the German
Stock Corporation Act (Aktiengesetz, AktG), the
Managing Board of Heidelberg Materials AG is
obliged to set up an appropriate and effective Group-
wide internal control and risk management system.
The Managing Board also has overall responsibility
for the scope and organisation of the established
systems. The Supervisory Board and its Audit Com-
mittee also regularly monitor the effectiveness of the
risk management system pursuant to section 107(3)
(2) of the AktG.

Heidelberg Materials has installed transparent regu-
lations to govern competences and responsibilities
for the risk management system that are based on
the Group’s structure. A code of conduct, guidelines,
and principles apply across the Group for the imple-
mentation of systematic and effective risk manage-
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ment. The risk management system primarily serves
to record and analyse risks. Where appropriate and
realisable in the short term, potential opportunities
are taken into account by country management in
regular planning processes and followed-up on an
ongoing basis in operating activities. Our risk man-
agement process reflects the decentralised structure
of the company and facilitates the identification of
risks as part of the operational plan. It comprises
several components that are carefully coordinated
and incorporated into the structure and workflow
organisation.

The essential elements of the risk management sys-
tem are:

- Documentation of the general conditions for me-
thodical, efficient risk management in a Group
guideline (Risk Management Policy) and a guideline
for the correct use of the risk management soft-
ware employed (Risk Reporting Procedure); in ad-
dition to these documents, the Group’s Code of
Business Conduct includes the code of conduct
and compliance standards to be observed

- Coordination of the risk management process at
Group level by the Group Treasury, Insurance &
Corporate Risk department Monitoring of local risk
management processes, including risk identifica-
tion and assessment by local operational manage-
ment
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- Recording of risks and measures by managers re-
sponsible for corporate risk at country level

- Involvement of internal and external experts to as-
sess and record specific risks (e.g. IT/cyber risks;
environmental, social, and governance (ESG) risks)

- Direct information and open communication about
identified risks between the Managing Board,
country management, and the Group Treasury, In-
surance & Corporate Risk department

- Systematic identification and recording of strate-
gic and long-term risks with the involvement of the
relevant Group departments

- Determination of global risk-bearing capacity and
risk position

- Standardised and regular reporting at Group and
country level

- Promotion of risk culture and risk awareness within
the Group through targeted communication and
training.

Organisation of risk management

Supervisory
Board

T Internal Audit
=
—_———> Board
I -~
! T B
£
Group Reporting, Other Group £
Insurance & Controlling & functions? 2

Corporate Risk  Consolidation

1\

Group areas/Country management

1) Part of the annual audit

2) Legal, Compliance, Tax, IT, Data Protection, Treasury, Corporate Finance,
Human Resources, Strategy & Development/M&A, Environmental Social
Governance

Risk management process

The Group Treasury, Insurance & Corporate Risk de-
partment defines the organisational requirements
for the risk management system as well as binding
guidelines and methods for the internal risk manage-
ment process in the Risk Management Policy and the
Risk Reporting Procedure. In order to optimise risk
management and incorporate it into the operational
plan, we use a software across the Group that ena-
bles the decentralised recording of risks in the re-
spective countries and Group departments during
the year. The software allows us to visualise the
Group structure and assign local responsibilities.

Supported by a standardised evaluation framework
for risk assessment, short-term risks (next 12 months)

are systematically recorded on a quarterly or ad hoc
basis and can be tracked continuously. The risk data
can be consolidated immediately, analysed flexibly,
and presented via standardised risk reporting.

In addition to this short-term risk recording, risks
with a medium-term (one to three years) or long-term
(over three years) time horizon are also taken into
account. As well as strategic risks, this medium- and
long-term view also concerns climate risks, which
according to the definition of the Task Force on
Climate-related Financial Disclosures (TCFD) include
both physical risks and transition risks. These risks
are identified and centrally recorded with regard to
any potentially critical economic impact on our
company.

Identification and assessment of risks

The process of identifying risks is performed regular-
ly on a decentralised basis by the country manage-
ment and by the globally responsible Group depart-
ments. If risks are identified centrally at Group level,
they are communicated to the respective Group
countries for further assessment. General macroeco-
nomic data, industry-specific risk information sourc-
es, and identification tools and techniques serve as
auxiliary parameters for the identification process,
as does the internal risk catalogue, which records the
various financial and non-financial risk categories.

For regular risk reporting during the year, specific
thresholds have been established for the individual
countries, taking into account their specific circum-
stances. The risks are assessed for each defined risk
category on the basis of a minimum likelihood of 10%
and according to the expected impact. The two di-
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mensions provide an overall assessment of the risk
(see graphic). The risks are considered net - i.e. after
any risk mitigation measures.

The operational planning cycle of 12 months serves
as the reference period for estimating the likelihood
of a risk occurring. The effects on the following key
parameters are used as a benchmark to assess po-
tential impact: result from current operations, profit
for the financial year, and cash flow. Both dimensions
of risk assessment can be visualised by means of a
risk map.

Dimensions of risk assessment

Critical

Significant

Impact

Highly Unlikely Seldom Possible Likely
unlikely

Likelihood

® Low ® Medium ® High
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The underlying scaling for the short-term risks incor-
porated into the planning cycle is as follows:

Likelihood

Highly unlikely 0% to 10%
Unlikely >10% to 20%
Seldom >20% to 40%

Likely >40% to 60%

Highly likely >60% to 100%
Definition of impact on business

activity, financial and earnings

Impact position, and cash flow
Very low Tolerable negative impact
(= €10 million)

Low Negligible negative impact
(>€10-30 million)

Moderate Limited negative impact
(> €30-120 million)

Significant Significant negative impact
(>€120-300 million)

Critical Harmful negative impact

(> €300 million)

In 2024, the risk matrix was changed from a 4x4 to
a 5x5 scale to enable greater granularity and a more
precise assessment of the risks. The rating “highly
unlikely” was added to the likelihood scale, and the
rating “very low” was added to the impact scale.

Medium- to long-term strategic risks are reported if
their impact exceeds €300 million (gross, before any
risk mitigation measures) and their likelihood is at
least 20%. These risks are recorded by the Group
Strategy and Development/M&A department. In ad-
dition, their emergence and annual development are
monitored. This includes the physical risks and tran-
sition risks associated with climate change, as well as
other ESG risks.

Risks with a likelihood below 20 % that have a poten-
tially critical impact at Group level, known as tail
event risks, must also be reported. These are record-
ed both centrally at Group level and, on an annual
basis, separately via the Finance Directors of the
countries.

The risk analysis process also takes into account
risks that do not have a direct impact on the financial
situation. ESG risks in particular are an example of
this category. These non-financial risks influence
non-monetary factors such as reputation or business
strategy. Risks that cannot be quantified directly are
subject to a qualitative assessment. In this way,
potential risks are analysed and assessed on the
basis of internal estimates, expert opinions, and
empirical values. This approach makes it possible to
take account of factors that are difficult to quantify.
The likelihood and the potential impact are defined in
the same way as for quantifiable risks (from highly
unlikely to highly likely and from very low to critical).

The process of regular identification is supplemented
with an ad-hoc risk report in the event of the sudden
occurrence of risks or of sudden damage caused.
This can arise, in particular, in connection with politi-
cal events, trends in the financial markets, or natural
disasters.

Change compared with the previous year

Financial risks >

Strategic risks

Economic risks

Political and social risks

Natural disasters

Raw material shortages

Substitution of products

Digitalisation

Skills shortages

Operational risks

Legal and compliance risks

ViV i€V VvV iviv b

Climate risks

N Increased = Stable \/ Decreased

Risk aggregation and reporting

The quantitative, updated risk reports for all business
lines in our Group countries are presented to the
Managing Board on a quarterly basis within the
framework of central management reporting to en-
sure that risks are monitored in a structured and con-
tinuous way. Correlations between individual risks
and events are considered at country level as far as
possible.

As part of risk aggregation, the Group’s overall risk
position is determined and a Monte Carlo simulation
is carried out with all reportable risks, taking into ac-
count a large number of risk-related future scenarios.
Risk aggregation is regularly used to monitor the re-
lation to the risk-bearing capacity. The risk-bearing
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capacity represents the maximum risk that might
jeopardise a company as a going concern within
the meaning of section 91(2) of the German Stock
Corporation Act.

The Group Insurance & Corporate Risk department is
responsible for coordinating the risk management
processes at Group level. It summarises all signifi-
cant quantitative and qualitative risks for countries
and Group departments in a central risk map at the
quarterly management meetings. The current risk sit-
uation is communicated to the Managing Board on a
quarterly basis at the management meetings. The
consolidated risk report is also presented to the
Board once a year. This examines the Group’s current
risk situation, including the assessment of the current
risk-bearing capacity, the global risk landscape, ex-
pected future developments, and significant regu-
latory changes. In addition, reporting to the Super-
visory Board is effected every six months.

Managing and controlling risks

Country management is responsible for managing
risks on a continuous basis and for defining risk con-
trol measures. The regular management meetings
provide a platform for the Managing Board and re-
sponsible country managers to discuss and define
risk mitigation measures promptly. Decisions are
thus made as to which risks will be intentionally borne
independently and which will be transferred to other
risk carriers, as well as which measures are suitable
for reducing or avoiding potential risks. Costs and
benefits are taken into account. Risk controlling in-
cludes monitoring the implementation and progress
of the agreed measures as well as reviewing them on
a regular basis.
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Internal control and risk management system with regard to the Group accounting process

Monitoring the risk management process

The Group Internal Audit department examines and
assesses the functionality and effectiveness of our
risk management to help improve risk awareness. In
addition, the auditor carries out an examination of
the early risk identification system as part of the
financial audit in accordance with legal guidelines to
determine whether the monitoring system is capable
in all material respects of identifying at an early
stage any issues that could jeopardise the Group as
a going concern. The Managing Board also regularly
informs the Supervisory Board and its Audit Commit-
tee about the risk situation.

Internal control and risk management
system with regard to the Group
accounting process

Pursuant to sections 289(4) and 315(4) of the Ger-
man Commercial Code (Handelsgesetzbuch, HGB),
Heidelberg Materials’ internal control system includes
all principles, processes, and measures intended to
ensure the effectiveness, cost efficiency, and accura-
cy of the accounting and to ensure observance of the
relevant legal provisions.

The internal monitoring system at Heidelberg
Materials consists of process-independent and pro-
cess-integrated control measures. The process-inte-
grated auditing activities include controls like the
principle of dual control. Process-independent meas-
ures are controls carried out by persons not directly
involved in the accounting process (e.g. Group Inter-
nal Audit).

Heidelberg Materials is subject to various risks on ac-
count of its international business activity. Responsi-
ble risk management is an essential component of
good corporate governance. The comprehensive and
Group-wide risk management system at Heidelberg
Materials serves to ensure the early identification,
systematic assessment, and targeted management
of risks. Heidelberg Materials also has an internal
control system that consists of process-independent
and process-integrated control measures. Our risk
management system and internal control system are
used to identify circumstances with the potential to
jeopardise the Group. The internal control and risk
management system is implemented both at the lev-
el of Heidelberg Materials AG and throughout the
Group. The Managing Board of Heidelberg Materials
AG is responsible for fulfilling the obligation to set up
the systems and for continuously monitoring their
effectiveness. At Heidelberg Materials, the two sys-
tems are comprehensive in design and, in addition to
an accounting-related component, also include busi-
ness and purely operational risks and controls, in-
cluding those associated with our internally defined
sustainability targets, which are not directly related
to accounting. With regard to the internal control and
risk management system’s main accounting-related
features, there are comprehensive statutory disclo-
sure obligations, which are set out in greater detail at
Group level by German Accounting Standard no. 20
(DRS 20).

Adequacy and effectiveness of the internal
control and risk management system?

Based on its review of the internal control and risk
management system, including the compliance man-
agement system, and the reporting by the Group
Internal Audit department, the Managing Board is
not aware of any circumstances that cast doubt on
the adequacy and effectiveness of these systems.

Structures and processes

The organisational and management structure of
Heidelberg Materials AG and its Group companies is
clearly defined. The responsibilities and functions
within the accounting process (e.g. accounting of
Heidelberg Materials AG and its Group companies,
Group Treasury, and Group Reporting, Controlling &
Consolidation) are also clearly separated and de-
fined.

Key characteristics of the accounting
processes and consolidation

The accounting guideline and a uniform accounting
framework, both of which are centrally administered
by the Group Reporting, Controlling & Consolidation
department, are mandatory for all Group companies
and intended to ensure uniform accounting.

Group-wide deadlines set out in a centrally managed
financial calendar and instructions pertaining to the
financial statements also help to make the account-
ing process structured, efficient, and uniform across
the Group. New laws, accounting standards, and cur-
rent developments (e.g. in the Group’s economic and

1) The information in this paragraph is so-called non-management report
information and is therefore not subject to the financial audit.
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legal environment) are analysed and taken into ac-
count with regard to their relevance and impact on
the consolidated financial statements. In the case of
accounting issues that are complex or require discre-
tionary judgement, we also call upon the expertise of
external service providers.

In most countries, the financial statements of the
Group companies are prepared in shared service
centers in order to centralise and standardise the ac-
counting processes. Accounting systems from SAP
are used in the majority of cases. To prepare the con-
solidated financial statements, further information is
added to the separate financial statements of the
Group companies, and these are then consolidated
using standardised software developed by SAP. Con-
solidation adjustments, such as the capital consoli-
dation, the debt consolidation, the expense and in-
come consolidation, and the at equity valuation, are
carried out and documented. The various elements
that make up the consolidated financial statements
and significant quantitative disclosures are drawn
from this consolidation system.

At Heidelberg Materials, the accounts data is checked
at both local and central level. The decentralised
checking of the local financial statements is carried
out by the responsible Finance Director and country
controlling. The central checking is undertaken by the
Group departments Reporting, Controlling & Consol-
idation, Tax, and Treasury.

Heidelberg Materials’ control system is also supple-
mented by manual checks, such as regular spot
checks and plausibility checks, carried out both lo-
cally and centrally. It is supplemented by system-side
validations, which are performed automatically by
the consolidation programme.
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Process-independent checks are carried out by the
Audit Committee of the Supervisory Board and by
the Group Internal Audit department. The latter
checks the internal control system for the structures
and processes described and monitors application of
the accounting guidelines and accounting frame-
work. The results of the check are reported to the
Managing Board and the Audit Committee of the
Supervisory Board.

Measures for identifying, assessing,
and limiting risks

In order to identify and assess risks, individual busi-
ness transactions at Heidelberg Materials are ana-
lysed using the criteria of risk potential, likelihood,
and impact. Suitable control measures are then es-
tablished on the basis of these analyses. To limit the
risks, transactions above a certain volume or with a
certain complexity are subject to an established ap-
proval process. Organisational measures (e.g. sepa-
ration of functions in sensitive areas) and ongoing
target/actual comparisons are also performed for
key accounting figures. The IT systems used for ac-
counting are protected from unauthorised access by
appropriate security measures.

The established control and risk management sys-
tems are not able to guarantee accurate and com-
plete accounting with absolute certainty. In par-
ticular, individual incorrectly made assumptions,
inefficient controls, and illegal activities may limit the
effectiveness of the internal control and risk manage-
ment systems employed. Exceptional or complex cir-
cumstances that are not handled in a routine manner
also entail a latent risk.

The statements made here apply to Heidelberg
Materials AG and its subsidiaries included in the con-
solidated financial statements.

Risk areas

Risks that may have a significant impact on our as-
sets, financial, and earnings position are divided into
five categories based on the risk catalogue estab-
lished in the Group: financial risks, strategic risks,
operational risks, legal and compliance risks, and
ESG risks (especially climate risks). In the following,
we assess only the risk situation of risks that are sig-
nificant for us.

Financial risks

Our significant financial risks include currency risks,
interest rate risks, refinancing/liquidity risks, credit
risks, tax risks, and pension risks. We manage these
risks primarily as part of our ongoing business and
financing activities and, when required, by using de-
rivative financial instruments. These risk areas are
monitored on a continuous basis by the Group Treas-
ury department in accordance with internal Group
guidelines, which also define the work and processes
of Group Treasury. All Group companies must identi-
fy their risks on the basis of these guidelines and, if
necessary, hedge them in cooperation with Group
Treasury.

Currency risks

The most significant risk position with respect to fi-
nancial risks is the currency risk, particularly the
translation risk. Currency risks arise from our foreign

currency positions and are characterised by un-
certainty in relation to the future development of
exchange rates. Economic, monetary, fiscal, and po-
litical factors of influence should not be underesti-
mated in this context. Unforeseen events may lead to
distortions in the currency markets and thus have a
negative impact on translation and transaction ef-
fects. We consider these currency risks, primarily the
translation risks, to represent a high risk with a likely
occurrence and a significant impact.

Currency risks arising as a result of transactions with
third parties in foreign currency (transaction risks)
are hedged in certain cases using derivative financial
instruments. We primarily use foreign exchange
swaps and currency forwards for this purpose.
Through our Group-wide financing and liquidity man-
agement measures, the borrowing and investment of
liquidity of the subsidiaries lead to currency positions
that are hedged by external foreign exchange swap
transactions, which are appropriate in terms of ma-
turities and amounts.

We do not hedge currency risks arising from convert-
ing the financial statements of foreign individual
companies or subgroups (translation risks) because
the associated effects are not cash-effective and the
influences on the consolidated financial statements
are monitored on an ongoing basis. Additional infor-
mation on currency risks can be found in Note 10.3.

Interest rate risks

Interest rate risks exist as a result of potential chang-
es in the market interest rate and may lead to a
change in fair value in the case of fixed interest-bear-
ing financial instruments and to fluctuations in inter-
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est payments in the case of variable interest-bearing
financial instruments. Interest rate risks are main-
tained within the parameters set by the Chief Finan-
cial Officer. By using financial instruments, primarily
interest rate swaps, we are able to hedge both the
risk of fluctuating cash flows and the risk of value
fluctuations. A downgrading of our credit rating by
the rating agencies or the non-achievement of the
key performance indicators defined in the sustaina-
ble financing instruments could increase the inter-
est margins of the financial instruments (see Group
financial management section). As we currently ex-
pect the central banks to lower interest rates, we
classify the interest rate risk overall as a medium risk
with a likely occurrence and a low impact. Additional
information on the interest rate sensitivity of the var-
iable interest-bearing assets and liabilities can be
found in Note 10.3.

Refinancing/liquidity risks

Refinancing/liquidity risks exist when a company is
not able to procure the funds necessary to fulfil op-
erational obligations or obligations entered into in
connection with financial instruments.

Possible risks from fluctuating cash flows are consid-
ered as part of the Group liquidity planning. Assump-
tions concerning the expected economic cycle har-
bour particular uncertainties in liquidity planning,
which is why we update them on an ongoing basis. In
this way, we can - if necessary - initiate the appro-
priate measures, such as the issue of additional mon-
ey and capital market securities or the raising of
fresh funds in the bank market. To secure our pay-
ment obligations, we have access to a long-term
syndicated credit line - taking into account sustain-
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ability targets - with a volume of €2 billion. As a re-
sult, we have access to substantial amounts of cash
and cash equivalents and have thus considerably
reduced the refinancing risk. In total, we have
€5.2 billion of free liquidity, consisting of cash and
cash equivalents, securities, and free credit lines, in
our portfolio across the Group (see Liquidity instru-
ments table in the Group financial management
section). As a further precautionary measure, the
Annual General Meeting authorised the Managing
Board to increase the equity of Heidelberg Materials
AG by issuing new shares until the end of 3 June
2025. In addition, the 2023 Annual General Meeting
authorised Heidelberg Materials AG to issue warrant
or convertible bonds or participating bonds, exclud-
ing subscription rights, against cash payment until 10
May 2028 and conditionally increased the subscribed
share capital for this purpose. We consider refinanc-
ing/liquidity risks in general to be a low risk with a
seldom likelihood and a low to significant impact,
depending on the capital market situation. Addition-
al information on liquidity risks, including a maturity
overview of financial liabilities and derivative finan-
cial instruments, can be found in Note 10.3.

Credit risks

Credit risks exist when a contractual partner cannot
fulfil its obligations, or at least not within the stipu-
lated period. We minimise the risk position arising
from this by diversification and ongoing assessment
of the creditworthiness of our contracting parties.

Credit risks from operating activities are monitored
continuously as part of our receivables manage-
ment. In this context, we also pay attention to the
creditworthiness of our business partners. In this
way - as well as by avoiding concentrations of posi-

tions - we are able to minimise the Group’s credit
risks. We reduce the Group’s credit risk by essentially
only negotiating and concluding contracts for finan-
cial assets and derivative financial instruments with
partners that meet our credit rating requirements
(investment grade range). We select banks for pay-
ment transactions and establish cash pools in exact-
ly the same way. We consider the credit risks to be a
medium risk with a seldom likelihood and a moderate
impact. Additional information on our credit rating
requirements can be found in Note 10.3.

Tax risks

We operate in many countries around the world and
are subject to the wide range of tax laws and regula-
tions applicable in those countries as well as ongoing
tax audits by the local tax authorities. Possible risks
can arise from changes in local taxation laws or case
law and from different or increasingly restrictive in-
terpretations of existing provisions. Significant ac-
quisitions, divestments, restructuring measures, and
reorganisation activities can also give rise to tax
risks. These risks can impact our tax expense and
income as well as our tax receivables and liabilities
and our liquidity. Our Tax department continuously
and systematically monitors the development of the
tax risks and, if necessary, proactively takes suitable
measures to minimise them. We rate the likelihood of
the tax risks as seldom with a significant impact.

Heidelberg Materials falls within the scope of the
OECD Pillar Two Model Rules for the domestic imple-
mentation of the global minimum tax. The rules on
global minimum taxation have been transposed into
local law in Germany and other countries in which
business units exist, or their implementation has
been announced. For Heidelberg Materials, this re-

sulted in initial application from the 2024 financial
year. More information on the effects of the global
minimum tax can be found in Note 7.10.

Pension risks

The financing status of the pension plans could be
affected by adverse developments in the capital
markets, demographic changes, and increases in
pension benefits. In North America, Heidelberg
Materials is involved in various defined contribu-
tion pension plans for unionised employees (multi-
employer pension plans). If one of the participating
companies no longer pays contributions into the pen-
sion plan, all other parties concerned will be held lia-
ble for the obligations that have not been covered.
We continue to consider the pension risks to be a low
risk with a seldom likelihood and low impact. Addi-
tional information on pension provisions can be
found in Note 9.12.

Strategic risks

Strategic risks are usually far-reaching in terms of
time horizon and geographical dimension. Some
strategic risks are general in nature, while others are
industry and company specific. As outlined in the
Risk management process section, medium- to
long-term strategic risks are reported if their impact
exceeds €300 million (gross, before any risk mitiga-
tion measures) and their likelihood exceeds 20%. In
addition, the potential speed of occurrence is as-
sessed - i.e. whether gradual or rapid occurrence is
to be expected. Finally, the change in the estimate in
comparison with the previous year is assessed.

The global economic and social environment is sub-
ject to constant transformation as a result of world-
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wide trends such as climate change, globalisation,
demographic development, digitalisation, and new
technologies. These trends present both risks and
opportunities, and their impact on a company de-
pends on its ability to adapt to changes.

Risks arising from the changing trends may have an
impact on demand, price levels, and costs in our
sales markets and therefore on the company’s earn-
ings. In the following, we describe and assess these
risks and indicate measures taken to mitigate their
impact.

Economic risks

Political developments will have a major impact on
the global economy and capital markets in 2025. Fol-
lowing estimated global economic growth of 3.2% in
2024, the IMF’s January 2025 forecast predicts
growth of 3.3% for 2025 and for 2026, which means
that growth is likely to remain below the 3.7% aver-
age for the years from 2000 to 2019. Increasing pro-
tectionist trade policies and geopolitical conflicts,
uncertainties regarding inflation, a long-term rise in
interest rates due to looser, debt-financed fiscal pol-
icy, and a lack of structural reforms represent signif-
icant risks that could negatively impact economic
development.

In the event of a recession and a decrease in con-
struction activity, the Group faces the risk of a de-
clinein demand and price pressure. At the same time,
high energy and raw material prices continue to pose
arisk to the Group’s profitability. In addition, growing
competition has the potential to increase the pres-
sure on our volumes, prices, and customer relation-
ships in the individual Group areas.
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We classify the economic risks as a general risk with
a possible impact on the entire Group and, where
applicable, rapid occurrence. In comparison with the
previous year, we believe that the risk situation has
remained stable. Heidelberg Materials can partially
mitigate this risk thanks to its diversified country
portfolio, which reduces dependence on individual
markets.

Political and social risks

Potential turmoil in a (geo)political, legal, and social
context poses fundamental risks for all companies.
Heidelberg Materials operates on five continents and
is therefore exposed to global and local political
risks, such as nationalisation, trade conflicts, prohi-
bition of capital transfer, terrorism, war, or unrest. In
particular, the ongoing conflict in the Middle East and
the war in the Ukraine may have a potentially nega-
tive impact on the assets, financial, and earnings po-
sition of Heidelberg Materials. Our risk exposure may
also depend on our level of shareholding and the
control rights or participation of local partners.

Furthermore, geopolitical tensions, such as those in
the Middle East or Africa, and a deterioration in rela-
tions between global trading partners are among the
risks that may lead to lower economic growth in the
affected regions of the world.

We classify the political and social risks as general
risks with a possible impact on individual Group
countries and, where applicable, rapid occurrence.
We expect the risk to remain high compared with the
previous year. Heidelberg Materials can partially mit-
igate this risk thanks to its diversified country port-
folio, which reduces dependence on individual mar-
kets.

Natural disasters

(exceptional external incidents)

Exceptional external incidents, such as natural disas-
ters, could negatively impact our business perfor-
mance. Thanks to our diversified country portfolio,
negative effects in individual countries can be offset.

The compensation limits of our Group-wide property
insurance programme guarantee comprehensive
coverage against natural disasters, including earth-
quakes, especially for our activities in high-risk
regions of North America, Australia, and Asia. How-
ever, we cannot rule out the possibility that the cover
may not be sufficient in the event of extreme dam-
age.

We classify natural disasters as general risks with a
possible impact on individual Group countries or the
entire Group. Usually, they have a rapid occurrence.
In our assessment, the risk outlook has not changed
compared with the previous year.

Raw material shortages

The scarcity of natural raw materials and the increas-
ing difficulty in renewing mining concessions or ob-
taining new ones can have an impact on costs and
raw material availability and thus significantly affect
earnings.

The procurement of alternative raw materials such as
fly ash or blast furnace slag and, in general, the re-
cycling of certain materials could also become criti-
cal because of developments in some industries,
such as the progressive shutdown of coal-fired power
plants or the decline in steel production with corre-
spondingly lower slag availability.

We classify raw material shortages as an industry-
specific risk with a possible gradual impact on the
entire Group. Compared with previous year, we
believe the risk outlook has not changed.

Heidelberg Materials mitigates this risk by constant-
ly monitoring global raw material reserves and, at
the same time, securing substitute raw materials for
its production sites wherever possible (including
recycling of materials).

Substitution of products

Heidelberg Materials is closely monitoring the devel-
opment of alternative binders and, because of the
risk that they will replace conventional cement types,
is actively researching this area, especially as re-
gards carbon-reduced materials. In view of the cur-
rent state of knowledge, however, it appears unlikely
that large-scale replacement will take place in the
next few years.

If the production costs for traditional binders in-
crease considerably, particularly in mature markets,
for example as a result of a shortage of carbon emis-
sion allowances or the high cost of emissions reduc-
tion technologies, alternative binders could become
more economically attractive and replace traditional
binders provided that they fulfil the high require-
ments relating to processability and durability. Tight-
er regulation and changing investor preferences to-
wards sustainable investments could also lead to a
competitive advantage for manufacturers of alterna-
tive binders and result in a substitution effect.

In the aggregates business, in which we extract and
produce sand, gravel, and hard rock in our own quar-
ries, substitution could take place through increasing
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use of recycled materials. This effect is strengthened
by the progressively stricter requirements when re-
newing existing or applying for new mining conces-
sions for natural raw materials.

In addition, there is a risk that concrete will be
replaced by other materials, such as steel, glass, or
wood products, in the construction business. Al-
though the use of these alternative materials is
increasing to an extent in some countries, this is cur-
rently still limited.

Overall, we classify substitution of products as an
industry-specific risk with a possible gradual impact
on the entire Group. Compared with the previous
year, we believe the risk outlook has not changed.

Digitalisation

The digital transformation is bringing about funda-
mental changes in the business world. New digital
and networked technologies, increasing automation,
and the use of artificial intelligence could challenge
existing business models and pave the way for new
ones.

The digitalisation of the construction and building
materials industry is facilitating gradual changes in
construction methods and processes, which could
also contribute to achieving climate neutrality during
the lifetime of a building. It could enable the con-
struction of more energy-efficient and longer-lasting
buildings with lower emissions, which could ultimate-
ly also have an impact on cement and concrete con-
sumption.

Digitalisation can also increase efficiency and pro-
ductivity - for example through data analysis in real
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time from networked systems, predictive mainte-
nance, or better management of inventories and pro-
duction processes. Insufficient progress in digitalisa-
tion could therefore result in a loss of efficiency and
competitiveness.

We classify digitalisation as a general risk with a pos-
sible impact on the entire Group and gradual occur-
rence. We anticipate a growing risk compared with
the previous year.

Heidelberg Materials proactively drives the digital
transformation of the Group, including the increasing
use of artificial intelligence. Furthermore, Heidelberg
Materials invests in technology companies so that it
can benefit from new digital developments at an ear-
ly stage.

Skills shortage

Increasing population ageing in industrialised coun-
tries may result in a lack of qualified workers, result-
ing in lower productivity and higher personnel costs,
ultimately increasing production costs.

In the construction industry, this development could
lead to a shift away from personnel-intensive con-
struction on site towards industrial production of
prefabricated components and modular construc-
tion systems.

In countries with mature markets, the skills shortage
can therefore become an industry- and compa-
ny-specific risk, which has a gradual occurrence. We
anticipate an unchanged risk compared with the pre-
vious year.

Heidelberg Materials mitigates this risk with person-
nel development programmes to attract and retain
employees (for example, through cross-departmen-

tal or transnational career paths). The company is
also exploring the possibilities of increased automa-
tion, including the use of artificial intelligence.

Other specific risks for the building materials
sector

Import risks

Clinker and cement are not transported overland for
long distances on account of their heavy weight in
relation to the sales price. Internationally, they are
traded by sea. If the difference in the price level be-
tween two countries, with connection to the sea
trade, becomes too high, there is a risk of increased
imports.

This risk could arise particularly in countries and re-
gions that are subject to an emissions trading sys-
tem with high pricing of carbon emissions. Since
2023, a Carbon Border Adjustment Mechanism
(CBAM) has therefore been gradually introduced in
the EU for the cement sector, among others. How-
ever, the risk persists in regions where carbon pricing
is in place without such a compensation mechanism.
Transition risks due to climate change are described
in more detail in the Transition risks section.

Risks from acquisitions, partnerships,

and investments

Heidelberg Materials also expands its activities
through acquisitions, partnerships, and investments
in order to improve its market positions and strength-
en its vertical integration.

Possible risks in the case of acquisitions can arise
from the integration of employees, processes, tech-
nologies, and products. These also include cultural
and language barriers as well as an increased level
of personnel turnover, which leads to an outflow of

knowledge. We counteract these risks by targeted
personnel development and an integrative corporate
culture, including the creation of local management
structures.

Investments can affect the leverage ratio and financ-
ing structure. Unforeseen negative business trends
can also lead to financial charges from impairments
of goodwill.

The success of acquisitions, partnerships, and invest-
ments can also be hindered by political restrictions.
Heidelberg Materials therefore evaluates the political
risk and stability of the region when making invest-
ments. In order to minimise financial burdens and
risks and better exploit opportunities, Heidelberg
Materials can also cooperate with suitable partners,
particularly in politically unstable regions.

Operational risks

Operational risks particularly include risks related to
the cost development and availability of energy and
raw materials. We also take into account regulatory
risks associated with environmental regulations as
well as risks relating to production, quality, and IT.
Operational risks have decreased in comparison with
the previous year.

Volatility of energy and raw material prices

As an energy-intensive company, Heidelberg
Materials is exposed to risk from price trends in raw
materials and energy markets. There is arisk that the
costs for individual energy sources and raw materials
will increase and thus total expenses will be higher in
the future than planned.

Persistently high energy prices had a significant im-
pact on raw material prices in the 2024 financial
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year, especially in Europe. Prices for most energy
types, such as electricity, coal, and natural gas, sta-
bilised at a high level compared with the average
price level in the years prior to 2022. The sanctions
imposed on Russia in the financial and energy sec-
tors, and the resulting ongoing coal and gas supply
shortages, continue to lead to increased costs, with
a particular impact on electricity prices in Europe.

We minimise the price risks for energy and raw mate-
rials by bundling and structuring procurement pro-
cesses across the Group and securing mining con-
cessions over the long term. We also make increased
use of alternative fuels and raw materials as well as
renewable energies, which in most cases contribute
towards reducing costs and price risks while simulta-
neously lowering CO, emissions. With the help of our
various Group-wide efficiency and continuous im-
provement programmes, we are decreasing and op-
timising our consumption of electricity, fuels, and raw
materials, which reduces our energy costs in a tar-
geted way.

In the process of setting prices for our products, we
aim to pass on increases in the costs of energy and
raw materials to our customers. As most of our prod-
ucts are standardised bulk goods for which demand
is determined by price rather than other differentiat-
ing factors, there is arisk that price increases cannot
be passed on or will cause a decline in volumes, par-
ticularly in markets with excess capacities.

We consider the risk to be medium and likely (previ-
ous year: high risk) with a moderate impact (previous
year: significant).

Availability of raw materials and additives
Heidelberg Materials requires considerable quanti-
ties of raw materials for cement and aggregates pro-
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duction, which should be ensured mainly by own de-
posits. There is potential for certain risks in particular
locations with regard to obtaining or extending min-
ing concessions. For example, necessary permissions
may be refused in the short term or disputes may
arise regarding mining fees.

The availability and prices of materials such as fly
ash and blast furnace slag, which are by-products of
steel production and used as clinker substitutes in
the manufacture of cement, are subject to economic
fluctuations and therefore entail a cost risk. As glob-
al demand for these cementitious materials rises,
there is a risk of increasing shortages.

Ecological factors and environmental regulations for
access to raw material deposits are also sources of
uncertainty. In some regions of the world, for exam-
ple in West Africa south of the Sahara, raw materials
for cement production are so scarce that cement or
clinker needs to be imported by sea. Rising transpor-
tation costs and capacity constraints in the port
facilities can lead to an increase in product costs.

In addition, the availability of water can pose a risk.
Based on a global water-risk study, we have imple-
mented a Group-wide guideline concerning sustain-
able water management in the cement, aggregates,
and ready-mixed concrete business lines. We devel-
op individual water management plans for plants in
regions suffering from water risks. The plans include
concepts and measures to ensure careful use of
scarce water resources and enable local stakehold-
ers to become involved so that the water utilisation
concepts support the common good and thus mini-
mise local water risks. We aim to have water man-
agement plans in place by 2030 for all plants in re-
gions affected by water risks, limited accessibility,

poor water quality and climate-related physical wa-
ter risks. In addition, we are increasing our usage of
water recycling systems in order to reduce the con-
sumption of fresh water and thus use this resource
more efficiently.

Heidelberg Materials has adopted the definitions set
out by the Pan-European Reserves and Resources
Reporting Committee (PERC Reporting Standard).
This reporting standard is used to define harmonised
Group-wide criteria for mineral reserves and resourc-
es, ensuring that the availability of raw material re-
serves is internally audited in a standardised manner
and increasing transparency for management. With
a Group policy on reserve and resource management
derived from the standard, combined with consistent
local processes, we aim to reduce the risk associated
with the availability of raw materials. We also seek to
mitigate possible supply shortages and price fluc-
tuations in the future by securing long-term supply
agreements and developing other sources of raw
materials.

From an operational point of view, we classify the risk
of lack of availability of raw materials and additives
overall as a medium risk with a seldom likelihood and
a moderate impact (analogous to the previous year).

Production-related risks

The cement industry is an asset-intensive industry
with complex technology for storing and processing
raw materials, additives, and fuels. Because of acci-
dent and operating risks, personal injury and materi-
al or environmental damage may occur and opera-
tions may be interrupted.

Heidelberg Materials’ risk transfer strategy sets de-
ductibles for the main insurance programmes that

have been tailored to the size of the Group and are
based on many years of failure analyses. Neverthe-
less, there is still a risk that the insured amounts in
the event of damage may not be sufficient, particu-
larly in the case of very uncommon and serious types
of damage, such as natural disasters. We consider
this to be a low risk.

In order to avoid the potential likelihood of damage
and the resulting consequences, we rely on various
surveillance and security systems in our plants as
well as integrated management systems, including
high safety standards, and regular checks, mainte-
nance, and servicing. To identify the threat of poten-
tial dangers, we provide all employees with appropri-
ate training to raise their risk awareness.

As demand for building materials is heavily depend-
ent on weather conditions, there is also a risk that
capacity utilisation may fluctuate and production
downtimes may occur. We minimise this risk by es-
tablishing locations in different regions, demand-
oriented production control, and flexible working
time models. In addition, we make use of production
downtimes, where possible, to carry out any neces-
sary maintenance work.

Overall, we consider the production-related risks to
be a low and highly unlikely risk with a moderate im-
pact.

Quality risks

Building materials are subject to strict standardisa-
tion. If supplied products do not meet the prescribed
standards or the customer’s quality requirements,
we risk losing volumes, facing claims for damages,
and/or damaging our customer relationships.
Heidelberg Materials ensures compliance with the
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standards at the Group’s own and third-party labo-
ratories by means of fine-meshed quality assurance
in parallel with every process step as well as final in-
spections. Quality assurance controls are also car-
ried out by independent experts as part of the exten-
sive quality assurance programmes already in place.

Overall, we consider the quality risks to be a low and
unlikely risk with a very low impact.

Regulatory risks

Changes to the regulatory environment can affect
the business activities of Heidelberg Materials. This
concerns mainly legal regulations for environmental
protection. Tighter environmental regulations could
lead to increasing costs, higher demand for invest-
ments, or even the closure of production sites.
Around 40% of Heidelberg Materials’ worldwide
clinker production is affected by financial CO, regu-
lations such as emissions trading systems and CO,
taxes.

Since 2005, the EU Emissions Trading System (EU
ETS) has been the primary political instrument, act-
ing as a cap-and-trade system for monitoring and
reducing greenhouse gas emissions in European in-
dustry with ambitious targets for climate protection.
Besides the energy sector and refineries, this also
affects all energy-intensive industries, which gener-
ate around 40 % of all European emissions.

The cement industry, like other CO,-intensive indus-
tries featured on the carbon leakage list, has not
been affected by the requirement since 2013 to pur-
chase all emission rights by auction. It receives a
portion of the emission rights free of charge on the
basis of ambitious product-specific benchmarks. At
the beginning of the fourth trading period in 2021, the
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benchmark was significantly reduced in comparison
with the third period. At the same time, prices for
emission allowances have roughly tripled compared
with 2020 and averaged around €67 in 2024. It can
be assumed that the higher price level will persist in
the fourth trading period. With the adoption of the EU
climate protection programme “Fit for 55” (Green
Deal), a decision was made to tighten the CO, emis-
sions reduction target within the EU ETS from 43% to
62% compared with 2005. Alongside other influenc-
ing factors such as increased interest from invest-
ment funds, speculation in the market, and a reduc-
tion in the quantity of free allocations to industry, this
could be reflected in higher demand for carbon al-
lowances on the market. Furthermore, the UN Cli-
mate Change Conference (COP29) in November 2024
agreed rules for the possible development of interna-
tional carbon markets.

Heidelberg Materials is also affected by CO, regula-
tions in North America. While the EU ETS assesses
emissions from clinker production, the emissions
trading systems in North America are based on ce-
ment production. In Canada, a nationwide commit-
ment to financial CO, regulations has been in place
since the adoption of the Greenhouse Gas Pollution
Pricing Act in 2018. Heidelberg Materials North Amer-
ica is affected by emissions trading schemes in Al-
berta, Ontario, and Quebec, and by carbon taxes in
British Columbia. Heidelberg Materials North Ameri-
ca has drawn up action plans as part of the Group-
wide CO, roadmap in order to keep its CO, emissions
below the declining upper limit for free emission
rights. This will be achieved, for example, by improv-
ing kiln efficiency, using biomass as an alternative
fuel, and reducing the clinker ratio.

The UK Emissions Trading Scheme (UK ETS) replaced
participation in the EU ETS. Although the approach to
free allocation is similar to that of the fourth trading
period of the EU ETS, the price of UK allowances
was lower than that of EU carbon allowances (2024:
€40-€60 per tonne of CO,). In the United Kingdom,
a compensation mechanism similar to the CBAM has
been agreed and is scheduled to be introduced in
2027. However, no decision has yet been made on a
possible discontinuation of the free allowances. In
Kazakhstan, the national allocation plan for 2022-
2025 set a cap of 161.2 million tonnes of CO, for
2024. The actual market price for CO, is around
€1 per tonne of CO,.

Other Group countries have announced the introduc-
tion of far-reaching CO, regulations for the coming
years. In the Chinese province of Guangdong, the
emissions limit is reduced annually as part of an
emissions trading scheme. Further CO, regulations
are being discussed in countries such as Indonesia
and Thailand.

For Heidelberg Materials locations that are subject to
CO, regulations and easily accessible for imports,
rising production costs lead to the risk of a compet-
itive disadvantage resulting from cement imports
from countries without CO, regulations. The gradual
introduction of a CO,-related import regulation was
established with the Carbon Border Adjustment
Mechanism (CBAM) for the period from 2026 to 2034
as part of the “Fit for 55” climate protection pro-
gramme within the EU. One of the consequences of
the regulation will be the continuous reduction of the
free allocation of emission allowances for import vol-
umes. Since October 2023, we have been required to
publish quarterly reports on import quantities and

associated emissions. From 2026, CBAM allowances
corresponding to the volume of CO, emissions em-
bedded in the imported products (cement/clinker)
will also need to be purchased.

With the EU Industrial Emissions Directive 2010/75
for the European cement industry, the limits for dust
and ammonia emissions and for nitrogen oxide emis-
sions were significantly tightened for Germany, con-
siderably exceeding EU requirements. The recently
adopted amendment, Directive (EU) 2024/1785, has
led to additional tightening of the emission limit val-
ues with regard to implementation. Germany is cur-
rently drafting an umbrella ordinance to implement
this directive, which must be transposed into nation-
al law by July 2026. To comply with the environmen-
tal regulations, Heidelberg Materials makes ongoing
investments aimed at improving its facilities so as to
reduce emissions. Measures concerning climate and
emission protection are outlined in the Non-financial
statement chapter and the Research and develop-
ment section.

We classify the regulatory risks related to CO, and
other emissions as a high and likely risk with a signif-
icant impact.

IT/OT risks

IT systems and operational technology (OT) play a
central role in both supporting our global business
processes and achieving our corporate targets.

To minimise IT/OT risks, we have been reqularly re-
cording the IT risks to our core systems at Group
level and in the individual Group countries, assessing
them qualitatively and quantitatively, and imple-
menting measures aimed at minimising risks since
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2022. In 2024, we again focused on Group-wide IT
risks and updated our analysis from 2022. We are
increasingly using automated survey methods and a
central IT/OT risk register. In 2024, we systematical-
ly classified global risks relating to operational tech-
nology (OT) for the first time as well and also re-
corded them in the central IT/OT risk register. This
measure serves to ensure the security of our opera-
tional production processes.

We continue to see two main areas of risk:

1. Unavailability of IT/OT systems as a result of nat-
ural disasters (e.g. fire, earthquake, or flood), infra-
structural risks (e.g. power failure), technical fail-
ures (e.g. hardware or software failures), and
human error (e.g. operating errors or configuration
errors).

2. Deliberately harmful actions by external and inter-
nal actors towards Heidelberg Materials. These
are targeted external cyberattacks aimed at ob-
taining sensitive data or compromising systems. In
addition, there are possible threats from internal
actors creating or exploiting security gaps.

Measures to minimise availability risks

In Europe, Asia, and North America, Heidelberg
Materials operates data centers for critical IT sys-
tems in premises leased from third parties.

Backup procedures as well as standardised IT infra-
structure, processes, and redundancies are used to
minimise availability risks. The procedures are regu-
larly reviewed and adapted to the current cybersecu-
rity situation. In addition, Heidelberg Materials en-
sures that relevant backup systems are continuously
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and dynamically adjusted by means of newly devel-
oped processes, one example being the restoration
of virtual machines (VMs) using an Enterprise Manag-
er self-service tool.

Both the data centers and the services provided by
third-parties (cloud services) are operated by a cen-
tral operations team staffed by our own employees
in Czechia, who ensure the availability of all systems
operated by Group IT. Our IT security experts are
supporting and monitoring the current cloud trans-
formation process to ensure that our infrastructure
remains secure in the future.

Our internal software development teams use itera-
tive processes that focus on identifying and manag-
ing risks. In 2023, procedures were also established
that automatically analyse the developed software
for common security issues. For particularly sensitive
use cases that interact with our enterprise resource
planning (ERP) system, small pilot tests are carried
outin a structured manner with trusted partners. De-
velopers are only granted access to sensitive data if
an additional signed data protection agreement is in
place. This allows risks to be identified quickly and
dealt with at an early stage of development. Particu-
lar attention is paid to building a scalable architec-
ture that can automatically adapt to needs depend-
ing on the level of utilisation.

Measures to minimise external and internal
cyberattacks

Due to the present worsened geopolitical situation
and the increasing prevalence of cyberattacks as a
business model, there is a significantly raised threat
level, especially from external actors.

To counteract this threat, IT security capacities were
expanded in the 2024 financial year, both strategi-
cally and in terms of personnel.

In 2024, Group Security focused primarily on the fol-
lowing strategic measures:

- Adjustment and expansion of cybersecurity strat-
egies with regard to cloud security, security in
operational technology, risk management and
compliance, security awareness, and IT Security
Operation Center, as well as risk and crisis man-
agement.

- Regular reporting on the cybersecurity status to
the Managing Board, Supervisory Board, and
country management, and definition and review of
action areas for the coming months and years. To
this end, the central cybersecurity KPI reporting
system was further expanded in 2024.

- In the first quarter of 2024, Heidelberg Materials
conducted an external IT security audit and was
awarded ISO 27001 certification for its IT infra-
structure. An extensive compliance project was
carried out in advance in order to achieve this cer-
tification.

- During an external IT security review in the fourth
quarter of 2024, Heidelberg Materials was able to
demonstrate compliance with the NIST Cybersecu-
rity Framework 2.0 for its IT infrastructure. An ex-
tensive compliance project was carried out for this
purpose in 2023/2024.

- The central IT Security Operation Center (SOC)
was expanded in 2024, both strategically and in
terms of personnel. Its task is to monitor sensitive

IT systems around the clock using a central plat-
form for recording and managing potential securi-
ty incidents (including Security Information and
Event Management, SIEM) and to respond to rele-
vant security incidents.

- In addition to operational activities, the IT Security
Operation Center focused on improving Group-
wide vulnerability management, managing Group-
wide antivirus solutions, and increasing cyber-
attack coverage using the MITRE ATT&CK
framework.

- Expansion of cybersecurity awareness campaigns
and regular training, including running phishing
simulations for employees in relation to cybersecu-
rity risks globally and locally.

- Further development of the in-house global com-
munity to address cybersecurity issues in the Group
countries and spread awareness of cybersecurity
within the organisation.

- Recruitment of local IT security officers in the
United Kingdom, Germany, Sweden (for Northern
Europe), USA, Italy, France, Belgium, the Nether-
lands, Bulgaria, Australia, and Malaysia.

Group Security (second line of defence) is also re-
sponsible for the globally applicable company-inter-
nal IT security guidelines and standards, including
monitoring, compliance, and implementation. In ad-
dition, the Group Internal Audit department (third
line of defence) checks compliance with the stand-
ards at regular intervals. Continuous security checks
based on a structured risk assessment also ensure
that the Group can respond to changes in the threat
level at short notice.
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Heidelberg Materials is aware of the global trend
towards increased regulation by lawmakers on the
issue of cybersecurity.

Together with the Group Legal department and ex-
ternal partners, Group Security has launched a pro-
gramme to review the Europe-wide impact of the
second EU Directive on network and information se-
curity (NIS2), to align the technical and organisation-
al measures already implemented with the respective
national implementing acts, and to achieve com-
pliance with the regulations in this regard.

In addition, Group Security supports the Group
countries when it comes to local laws and certifica-
tions relating to cybersecurity. In 2024, this support
focused on the UK Cyber Essentials scheme.

Operational technology risks

Maintaining the operation of our plants is our top pri-
ority. When it comes to operational technology (OT),
we are facing growing challenges and risks associat-
ed with the worsening global threat landscape due
to geopolitical tensions and increasingly outdated
systems.

For this reason, arisk process for OT was established
in the 2024 financial year.

OT risks mainly centre on security breaches, which
can result in unauthorised access, tampering, or
physical damage to production facilities, and in se-
vere cases, an imminent threat to human life.

To counteract these risks, Group Security worked
with the digital infrastructure teams to further devel-
op the OT platform introduced in 2023. This platform
ensures the secure and technologically standardised
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operation of critical operational systems in our
plants.

The security standards established in 2023 for the
operation of OT were further optimised in 2024 and
aligned with international standards such as IEC
62443. In addition, the results of a threat modelling
project carried out in 2024 were analysed using an
established database (MITRE ATT&CK) containing
information on tactics and techniques used by cyber-
attackers, evaluated, and integrated into the new,
central IT/OT risk register. A comprehensive process
was then initiated to remedy the identified vulnerabil-
ities in order to ensure that all detected security gaps
are closed systematically and with lasting effect. This
ongoing project aims to continuously improve and
develop the protection of OT at our plants.

Overall risk assessment for IT and OT

In view of the current heightened threat level result-
ing from persistent geopolitical tensions and increas-
ing international conflicts, we continue to consider
the risk in both the IT and OT environments to be a
likely risk (previous year: likely risk) with a moderate
impact (previous year: moderate impact) and a like-
ly occurrence (previous year: likely). This assessment
is based on the increasing professionalisation of cy-
bercrime and the growing number of critical vulnera-
bilities in external software products.

Legal and compliance risks

Our important legal and compliance risks include
risks from ongoing proceedings and investigations,
as well as risks arising from changes in the regulato-
ry environment and the non-observance of compli-
ance requirements. The ongoing proceedings are

being monitored from a legal perspective. In addi-
tion, provisions for possible disadvantages arising
from these proceedings are recognised in accord-
ance with the legislative requirements.

Asbestos-related claims and environmental
damage cases in the USA

Some of our shareholdings in the USA are exposed to
particular legal risks and disputes relating to former
activities. The most significant of these are asbestos-
related claims, which, among other things, allege
bodily injury and involve several American subsidiar-
ies. Products containing asbestos were manufac-
tured before these companies belonged to Heidelberg
Materials. In the USA, these damage claims are being
handled and intensively managed by a team of in-
house lawyers in collaboration with insurers and ex-
ternal consultants. The dispute is likely to continue
for a few more years because of the complexity of
the cases and the peculiarities of the American legal
system. Provisions have been formed on the basis of
an extrapolation of the claims and reliable estimates
of the development of costs over the next 15 years.
The damage claims are mostly covered by liability
insurances. Therefore, provisions in the consolidated
balance sheet are offset by corresponding claims
against insurers.

Furthermore, there are a considerable number of en-
vironmental and product liability claims against for-
mer and existing shareholdings in the USA that relate
back to business activities discontinued a long time
ago. There is partly insufficient insurance cover for
lawsuits and liability loss claims relating to toxic sub-
stances such as coal by-products, wood preserva-
tives, or soil contamination. Our subsidiaries may
also be charged further fines set by the court in ad-

dition to the clean-up costs and the compensation.
There is, however, a possibility of settling valid claims
for compensation outside of court. Overall, we con-
sider the risks related to environmental damages in
North America to be a medium risk.

Antitrust proceedings

In recent years and again in 2024, Heidelberg
Materials has been affected by a series of antitrust
proceedings. These include the now completed inves-
tigative proceedings against Italcementi S.p.A. for
antitrust violations from the period before Heidelberg
Materials took over control, in which a considerable
number of private claims for damages are currently
being pursued. In Romania, a fine equivalent to
around €12 million was imposed on our subsidiary
Heidelberg Materials Romania S.A. for allegedly fix-
ing prices with its Romanian competitors in 2017 and
2018. We consider the fine to be unjustified and will
contest it, as we do not believe that any prohibited
collusion with competitors has taken place and no
other violations have been proven. These experienc-
es motivate us to continuously review and develop
intensive internal precautions, particularly regular
training initiatives - using electronic training pro-
grammes, among others - in order to avoid antitrust
violations. As in the previous year, we consider the
risks from antitrust proceedings to be a low risk.

Compensation disputes in Egypt

Claims for compensation amounting to US$17 million
(plus default interest claims exceeding this amount
many times over) from unfulfilled commission claims
have been brought against our Egyptian subsidiary
Heidelberg Materials-Helwan Cement Company
S.A.E. (Helwan) before courts in Egypt and California.
Helwan is defending itself against these claims. The
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alleged claims for compensation are said to arise
from an exclusive distribution agreement regarding
cement exports with The Globe Corporation, Califor-
nia, and its legal successor Tahaya Misr Investment
Inc. The claim has been conclusively dismissed in
California. In addition, Tahaya Misr Investment Inc.
fled a claim with the Egyptian courts against
Heidelberg Materials-Suez Cement Company S.A.E.
(Suez Cement), the majority shareholder of Helwan,
for the same content in 2018. For the legal proceed-
ings in Egypt, we think there is a good chance of the
same positive outcome as in California.

As in the previous year, we assign a low risk to each
of these cases.

Potential risks due to climate claims

Recent international developments show an increas-
ing number of civil proceedings against CO, emitters
by private individuals and environmental associa-
tions, although the legal basis of such claims is con-
tested. We cannot rule out the possibility that
Heidelberg Materials AG or Group companies will
also face legal action of this kind. The risks arising
from such climate-related claims could be high, but
cannot be estimated in more detail at present, given
the wide variety of potential courses of such claims.
As such, the risk assessment is unchanged compared
with the previous year. We currently consider the risk
of climate-related claims to be low.

Compliance risks

As part of its sustainable corporate governance,
Heidelberg Materials makes a special commitment to
act in a socially responsible way. Compliance with
applicable law and Group regulations is part of our
corporate culture and therefore a task and an obli-
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gation for all employees. Violations of our self-com-
mitments or of laws and Group guidelines pose direct
sanction risks in addition to strategic and operation-
al risks, and also entail a risk to our reputation. We
continue to consider the compliance risks to be a
medium risk.

Compliance programme

We have implemented an integrated compliance pro-
gramme across the Group to ensure conduct that is
compliant both with the law and with Group guide-
lines. Our compliance programme comprises, among
other things, the communication of compliance top-
ics via letters and videos, a compliance whistle-blow-
er system, and training measures, and it covers, for
example, the risk areas of antitrust and competition
law, anti-corruption, and human rights. Violations of
applicable laws and internal guidelines will be sanc-
tioned. In addition, corresponding corrective and
preventive measures will be taken to help prevent
similar incidents from arising in the future.

Moreover, we have implemented a Group-wide sys-
tem for the evaluation and reduction of corruption
risks and potential conflicts of interest. A compara-
ble system to assess human rights risks has also
been implemented within the Group. These risk anal-
yses, in conjunction with supplier risk assessments
and other elements of the compliance management
system, such as the online and telephone-based
reporting system SpeakUp, also serve to ensure
compliance with the obligations under the German
Supply Chain Due Diligence Act (Lieferkettensorgfalts-
pflichtengesetz, LkSG). The Group’s Human Rights
Organisation has been established under the leader-
ship of the Group Human Rights Officer.

To ensure that we comply with the relevant sanctions
regulations in the Group countries, in particular those
of the EU and the USA, we carry out systematic ver-
ification procedures against international sanctions
lists. Heidelberg Materials is countering the increased
risk posed by complex sanctions regulations against
Russia by expanding its screening of business part-
ners. Significant changes to sanctions regulations
are communicated on a regular basis.

The results of our compliance risk assessments show
a medium compliance risk for Heidelberg Materials.
Based on the compliance cases recorded and con-
firmed in the reporting year, we assess the financial
risk from compliance violations as low. For further
information, see the Non-financial statement

chapter.

Climate risks

According to the definition issued by the Task Force
on Climate-related Financial Disclosures (TCFD), cli-
mate risks include physical risks and transition risks,
which we present below.

Physical risks

Physical climate risks are divided into acute and
chronic risks. The potential impact of climate change
also depends heavily on global developments such
as demographic change, economic growth, and ef-
forts to rapidly reduce the CO, concentration in the
atmosphere. In its analysis of these physical climate
risks, Heidelberg Materials has therefore considered
both the current risk potentials and - for the periods
to0 2030, 2040, and 2050 - the recognised scenarios
(Shared Socioeconomic Pathways) SSP1, SSP2, and
SSP5 of the Intergovernmental Panel on Climate
Change (IPCC). These SSP scenarios depict possible

ways in which climate change could unfold and also
include socio-economic aspects such as projected
population growth.

The SSP scenarios cover both optimistic and pessi-
mistic variations. While the SSP1 scenario can be
considered consistent with achieving the Paris Agree-
ment’s 1.5°C target, the effects of climate change
are more severe in the other scenarios and the green-
house gas concentration also increases. SSP5 cor-
responds to a “worst-case” scenario.

One industry-specific risk for Heidelberg Materials is
the dependence of construction activities on weath-
er conditions. Harsh winters with extremely low tem-
peratures or high precipitation throughout the year
can have a short-term negative effect on construc-
tion activity, with direct consequences for our reve-
nue and operating performance.

In general, there are significant geographical varia-
tions in climate risks. The impact of extreme weather
scenarios, such as floods or droughts, can lead to
damage to our production sites, interrupt the supply
to our customers, or have adverse effects on the
supply of upstream products to our operating units.
In recent years, for example, prolonged dry periods
in Western Europe have caused low water levels,
making it difficult to deliver raw materials by water.
We respond to weather scenarios like these in various
ways, including by investing in flood protection or by
using water-saving production techniques. At the
same time, past flooding events in Australia, for ex-
ample, led to interruptions in production and supply.

These actual effects are also reflected in our overall
risk analysis. Precipitation stress and heat stress are
the principal chronic climate risks, while river flooding
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is the most significant acute risk. For the period up to
2030, the picture remains largely unchanged, but the
risk exposure to drought increases significantly.

Depending on the scenarios considered, the propor-
tion of locations subject to climate risks will see an
overall rise over the periods up to 2040 and 2050.
For drought stress, for example, there are significant
differences between the moderate SSP2 scenario
and the SSP5 scenario, which is based on the contin-
ued use of fossil fuels. The modelling indicates that
our risk exposure would increase significantly. Similar
developments would also be forecast for other
chronic climate risks such as heat stress and precip-
itation stress. According to the scenarios, our loca-
tions in Asia and Africa in particular would suffer from
drought and heat if greenhouse gas concentrations
increase, while more northerly regions, such as North
America and Europe, would be more severely affect-
ed by precipitation stress.

If we analyse the periods up to 2040 and 2050 for
acute risks such as tropical cyclones and river flood-
ing, these remain largely stable. While the former
naturally occur in Africa, Asia, and Australia in par-
ticular, the risk of river flooding tends to affect the
northern hemisphere. The relative stability of the
acute risks also means that the effects of climate
change are already impacting us today.

As the risks are already significant, we began a more
in-depth analysis in 2022 and, based on the risk ex-
posure and strategic importance, identified around
100 plants, which are being examined in detail. For
this purpose, further risks were included in the mod-
elling and made available to the plants. They have
verified the findings, compared them with their own
experiences, and are now tasked with developing



Combined management report | Risk and opportunity report

Risk areas

location-specific adaptation measures for the criti-
cal risks, including necessary investment plans. The
results of this analysis were taken into account in the
strategic risk assessment.

In view of the new reporting requirements for the
quantification of sustainability risks under the Corpo-
rate Sustainability Reporting Directive (CSRD), which
is expected to be applicable from 2025, we plan
to integrate the analyses into the accounting pro-
cesses.

Transition risks

Transition risks are risks arising from the transition to
a low-emission economy. They can arise from devel-
opments aimed at ending or reversing damage to the
climate or nature. The TCFD categorises risks into
political and legal, technology, market, and reputa-
tional risks. We have identified the following risks as
the most important transition risks for Heidelberg
Materials.

Policy and legal risks

In the medium to long term, we see the main risk
as being additional climate-related regulations or
changes to the design (especially prices) of existing
regulatory systems. Cap-and-trade systems carry
the risk of high operating costs for the purchase of
emission allowances within the regulated countries,
which can lead to an uneven playing field and signif-
icant disadvantages for local manufacturers versus
importers and manufacturers from non-regulated
countries or from other competing building materials
sectors. In 2024, around 40 % of our clinker produc-
tion took place in countries with a cap-and-trade
system or comparable CO,-related taxes with limited

financial impact due to partial offsetting (see also
Regulatory risks section). Following the adoption of
the EU ETS regulation for the fourth trading period
starting in 2021, the EU will see a far-reaching tight-
ening of existing CO, regulations from 2026, espe-
cially in connection with the ambitions surrounding
the EU climate protection programme “Fit for 55”.

Increasing costs connected with the purchase of
emission allowances are anticipated for Heidelberg
Materials. The Carbon Border Adjustment Mechanism
(CBAM) is therefore intended to progressively ensure
a level playing field between EU manufacturers and
importers by 2034. The official start of the CBAM and
the gradual reduction in the annual allocation of
emission allowances is in 2026. However, importers
have been required to report their annual production
volumes as well as their direct and indirect CO, emis-
sions since October 2023.

In addition to emissions related to clinker produc-
tion, the EU has expanded its emissions trading sys-
tem for transport-related CO, emissions. Gradual
implementation of this obligation began in 2024.
From 2025, companies will have to pay for the emis-
sions caused by transport by ship. In the long term,
this could lead to higher logistics costs for Heidelberg
Materials.

The EU regulates other emissions such as SOy, NOy,
and particulate matter, and requires them to be with-
in or below the limits achieved by the best available
technology (BAT). As similar requirements also exist
in other countries, it may be necessary to adapt our
production facilities in line with local limit values.

Furthermore, there are risks due to missing, insuffi-
cient, or future changes in the legal and other frame-
work conditions for the approval and financial sup-
port of CCUS projects.

Technology risks

The main technological risk is the substitution of ex-
isting products with lower-emission ones that could
be available in sufficient volumes in the future and
are currently being tested on the market, primarily in
small quantities. This relates in particular to new al-
ternative binder concepts, which in turn could trigger
a shiftin customer preferences (see also Market and
reputational risks section). We are actively involved
in the research and development of potential new
product solutions. The Innovation Hub, which is part
of the Sustainability Office, works in cooperation with
our customers to develop new applications in order
to compete by offering alternative products.

Another technology risk in the transition to a
low-emission economy is investing in processes that
may not succeed in the market. This risk exists par-
ticularly with new processes such as carbon capture,
utilisation, and storage (CCUS), which may not prove
to be as efficient as expected in the future, while in-
vestment decisions are already required today. The
construction and testing of carbon capture facilities
are complex large-scale projects in which unexpect-
ed delays can occur in the course of technological
implementation. Heidelberg Materials has now
launched around a dozen industrial-scale CCUS pro-
jects in Europe, the USA, and Canada. Some of the
most important future carbon capture technologies
for the cement industry, such as amine and oxyfuel
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technologies, are described in the Research and
development section.

Heidelberg Materials is pursuing a gradual invest-
ment approach based on research cooperation with
other partners and, wherever possible, also support-
ed by public funding, in order to gain experience with
all major carbon capture technologies. On the one
hand, this minimises the risk of failed or uneconomic
investments and, on the other hand, ensures that
Heidelberg Materials gains experience with future-
oriented technologies that could be successful in the
market. The roll-out costs of new technologies are
also considered risks. Current estimates range wide-
ly and depend on several factors, such as economies
of scale, which influence the final, currently unknown
costs of each technology. Large-scale CCUS projects
generally span a value chain in which we are primar-
ily responsible for the carbon capture component in
a cement plant. In order to prevent general risks as-
sociated with CCS technologies in our projects, such
as risks to groundwater quality due to CO, leakage,
we work together with partners who have decades of
exploration experience and expertise in the transport
and storage of CO, from the implementation of CCS
projects in other industries.

In addition to the operational risks mentioned above,
investments in new technologies such as CCUS may
also have an impact on the achievement of targets
within the framework of our sustainability strategy. If
the commissioning of corresponding projects is
delayed, our CO, reduction targets may be missed.
Among other consequences, this could jeopardise
the company’s reputation.
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Market and reputational risks

One of the biggest market risks results from a possi-
ble change in consumer preferences that may occur
during the transition to a low-emission economy.
Such a change could lead to increased substitution
of concrete by other building materials perceived as
having a lower carbon footprint.

Another market risk is the rising cost of raw materi-
als, which could be caused at least in part by the
transition to a low-emission economy. We are also
seeing an increase in electricity costs, while at the
same time the demand for renewable energy is on
the rise. As alternative fuels and raw materials are
becoming increasingly difficult to procure, owing to
rising demand on the one hand and declining availa-
bility on the other, we expect a cost increase closely
linked to rising CO, costs. We are also working to
secure the necessary quantities of alternative raw
materials and fuels for our future production through
acquisitions, such as the takeover of ACE Group, a
supplier of pulverised fly ash in Malaysia. In addition,
we are carrying out research and development on
the suitability of other alternative materials, such as
pozzolans. At the same time, we are exploring oppor-
tunities for a long-term supply of renewable energy
generated on site at our plants or from specific (vir-
tual) power purchase agreements ((V)PPAs) with
strategic partners.

We regard changing investor preferences towards
sustainable investments in companies with low CO,
emissions as a further market risk. This trend could
lead to increased financing costs (e.g. when issuing
corporate bonds) or lower market capitalisation. As
already described (see Technology risks section),
increasing public interest in sustainability issues and

the associated heightened awareness of the compa-
ny’s ESG strategy also come with reputational risks
to certain stakeholders if we are delayed in achieving
our sustainability targets or fail to achieve them at
all. These risks can be mitigated both through the
measures outlined above and through open and reg-
ular communication.

Overall, we classify the climate risks described above
as a general risk with a possible gradual impact on
the Group. In our opinion, the risk outlook is stable
compared with the previous year.

Opportunity areas

Business opportunities are identified at Group level
and at operational level in the individual countries
and, if they are likely to materialise, taken into ac-
count as part of the strategy and planning process-
es. In the opportunities outlined below, we refer to
possible future developments or events that can lead
to a positive deviation from our forecast. Usually, we
do not assess opportunities as their likelihood is dif-
ficult to estimate.

Financial opportunities

Exchange rate and interest rate risks described under
Financial risks are also offset by opportunities that
can turn the identified factors of influence to our ad-
vantage. Fluctuations in the exchange rates of for-
eign currencies against the euro thus present both
risks and opportunities.

In addition, we see opportunities within our Green
Finance Framework and our Sustainability-Linked

Financing Framework and the associated sustaina-
bility-linked financing instruments. These are de-
signed to bring our financing strategy in line with our
sustainability targets, particularly in relation to cli-
mate protection, and could help us to appeal to a
broader investor base and thus improve refinancing
costs.

Strategic opportunities

In the medium and long term, as a result of rising
population numbers, we particularly see opportuni-
ties for growth in demand for our building materials
for residential, commercial, and public construction.
An increase in prosperity and the ongoing trend of
urbanisation, especially in the growth markets of
emerging countries, will also drive demand.

We also see particular potential in activities relating
to sustainability and digitalisation, which will further
develop and transform our core business. Our aspi-
ration to close the loop in terms of carbon emissions
and material streams will enable us to market new
products and solutions and thus take advantage of
the opportunities arising from the increasing demand
for sustainable products. The products, product ap-
plications, processes, and technologies already de-
veloped and under development by Heidelberg
Materials for these purposes are described in more
detail in the Operational opportunities, Climate-
related opportunities, and Research and develop-
ment sections and in the Non-financial statement

chapter.

Increasing digitalisation will improve efficiency at
Heidelberg Materials, reduce production and admin-
istrative costs, and thus improve overall competitive-
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ness. To give an example from cement production:
with our digital solution “Planner,” which is part of our
HProduce product suite and has already been intro-
duced in over 70 cement plants, we have been able
to save millions of euros in energy costs through al-
gorithmically optimised production planning and en-
ergy procurement. We can achieve significant cost
reductions and efficiency enhancements by consist-
ently further developing and scaling up the HProduce
solutions. The development of new, digital technolo-
gy solutions, including solutions for our customers,
also opens up opportunities to further expand our
role in this area and tap into new fields of value
creation. With up to 38,000 monthly users, our
HConnect product suite gives us direct digital access
to over 10,000 cement and aggregates customers
and over 15,000 construction companies worldwide.
Going forward, we intend to use this channel to offer
our customers bundled products and services con-
sisting of sustainable building materials and digital
solutions from our partners that aim to reduce CO,
emissions and increase efficiency. Examples include
Giatec’s app-supported sensor technology and
Al-based formulation optimisation for the concrete
sector.

Operational opportunities

Risks from the strong increase in prices for energy,
raw materials, and additives are also offset by op-
portunities. Overall, the development of energy pric-
es could be more advantageous than planned if the
supply of coal, shale gas, and oil exceeds demand
again and has a correspondingly positive impact on
our cost structure.
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Heidelberg Materials is also making greater use of
waste materials and by-products from other indus-
tries as valuable raw materials and fuels. We aim to
increase the proportion of alternative fuels in the fuel
mix to 45% by 2030, thereby reducing both CO,
emissions and our dependence on natural resources
and fossil fuels. In addition, our recycling activities
are contributing to the diversification of our portfolio
and offering opportunities for organic growth and
vertical integration. Innovations relating to the circu-
lar economy are opening up new possibilities in terms
of process optimisation and portfolio expansion, en-
abling us to reach new customers and enter new
markets with circular products while conserving our
resources.

In 2023, we introduced evoZero®, the world’s first
carbon captured net-zero cement, which we will pro-
duce once our CCS project starts in Brevik, Norway.
With evoZero, we will be able to deliver a net-zero
product with the same performance characteristics
as conventional cement products as early as 2025.
Since CCS technology does not alter the chemical
composition and performance of the building mate-
rial, evoZero cement and concrete can be used for all
kinds of applications. On the one hand, this offers
Heidelberg Materials the opportunity for product dif-
ferentiation in a standardised mass market. On the
other hand, we will benefit from the fact that Brevik
CCS will be the first industrial-scale CCS project in
the cement industry to go into operation, ahead of
comparable projects by our competitors. The CCS
plant in Brevik reached mechanical completion on
schedule at the end of 2024.

By 2030, we aim to generate half of our revenue from
sustainable products, for which we expect increased

demand. More details about our sustainable prod-
ucts can be found in the Non-financial statement

chapter.

The consistent and ongoing implementation of meas-
ures to increase efficiency, reduce costs, and im-
prove margins in production, logistics, and distribu-
tion is an integral part of our Group strategy. The
opportunity exists for all projects to produce higher
than anticipated results and margin improvements
that exceed previous expectations.

Climate-related opportunities

The cement industry can make a decisive contribu-
tion in the transition to a low-emission and climate-
resilient global economy. The urbanisation trend and
growing world population are expected to increase
the demand for cement and concrete. In the medium
term, we see opportunities in a growing demand for
durable building materials produced using resource-
efficient processes for the construction of resilient
infrastructure. With the increasing likelihood of ex-
treme weather events and natural disasters, such as
flooding and sea level rise due to climate change, the
importance of robust concrete infrastructure capa-
ble of withstanding and protecting against the
impacts of such events in the regions affected is
growing.

To expand our activities in relation to the circular
economy and reduce CO, emissions, Heidelberg
Materials acquired further recycling companies also
in the 2024 financial year (see Investments section).
The reuse of materials like fly ash from energy gener-
ation in alternative products such as composite
cements strengthens circularity within Heidelberg

Materials’ value chain. The addition of fly ash as
a clinker substitute (supplementary cementitious
material, SCM) helps to reduce the CO, intensity of
concrete.

As part of our strategic alignment towards climate
protection and circularity, we are doing intensive re-
search into possible uses for recycled concrete. One
focus is on the recarbonation of cement in recycled
fractions. The aim of this process called “enforced
recarbonation” is to store the same amount of CO,
in this material as was previously released during the
cement production process. The results of our R&D
efforts are encouraging, demonstrating a CO, up-
take potential close to the amount of process green-
house gases emitted during clinker production. This
has the potential to make a significant contribution
to the decarbonisation of the industry, and it gives us
the opportunity to access new markets with recar-
bonated products.

In order to be able to offer net-zero cement and con-
crete at a larger scale in the medium term, we are
focusing on carbon capture, utilisation, and storage
technology. We have launched around a dozen CCUS
projects (including in Padeswood in UK, Slite in Swe-
den, and Edmonton in Canada). The importance of
CCUS in terms of achieving global, regional, and na-
tional climate targets has been confirmed by leading
international organisations such as the UN Intergov-
ernmental Panel on Climate Change (UN IPCC), the
International Energy Agency, and the European
Commission. The decision on the global stocktake
that was adopted at the UN Climate Change Confer-
ence (COP28) in December 2023 contains a clear
reference to CCUS as one of the necessary climate
technologies whose expansion must be accelerated.
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The COP29 UN Climate Change Conference then
agreed additional rules for the possible development
of international carbon markets. Various regions and
countries are therefore working on the necessary
regulatory framework and financial incentives to
scale up the technology for process industries. For
example, both the US Inflation Reduction Act and the
European Innovation Fund are supporting innovative
large-scale CCUS projects in the cement industry, in-
cluding our CCS projects in Bulgaria and Germany.
Further funding measures are also being driven for-
ward, including the Carbon Contracts for Difference
in Canada and the United Kingdom, the introduction
of which is also planned in Germany and France. At
the same time, an industrial Carbon Management
Strategy is being developed at EU level to ensure the
rapid introduction of the necessary transnational
CO, infrastructure. This includes measures to im-
prove the planning and coordination of new CO,
pipelines, new standardisation processes, and the
removal of existing legal obstacles at national level.
Efforts are also underway to raise demand for lower-
emissions products through the introduction of green
lead markets and sustainability criteria in procure-
ment law.

By continuously expanding our CCUS activities, we
expect to be able to reduce costs and increase rev-
enue. Firstly, capturing and storing CO, removes the
need to purchase emission allowances. The financial
effect will increase as we emit less CO, and as the
price of carbon allowances rises. Secondly, we ex-
pect a significant revenue effect in the medium term
due to higher sales prices for sustainable products.
We anticipate that these two effects will exceed the
expected annual capital expenditure of expanding
our CCUS projects.
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More information about our CCUS projects and
climate protection measures can be found in the
Research and development section and Non-
financial statement chapter.

Assessment of the overall risk
and opportunity situation by Group
management

The assessment of the Group’s overall risk situation
is the result of a consolidated examination of all ma-
jor compound and individual risks. Compared with
the previous year, the overall risk situation has re-
mained largely stable. While raw materials and ener-
gy markets have stabilised, the current political, so-
cial, and economic situation remains tense. At the
same time, the threat of cyberattacks is increasing,
which continues to entail risks for the Group.

Overall, the Managing Board is not aware of any risks
that might jeopardise the Group as a going concern
either independently or in combination with other
risks. There has been no notable change in the
Group’s risk situation between the reporting date
and the preparation of the 2024 consolidated finan-
cial statements. The company has a solid financial
base, and its liquidity situation is comfortable.

With its integrated product portfolio, its positions in
growth markets, and its cost structure, Heidelberg
Materials considers itself well positioned to over-
come any risks that may materialise and benefit from
opportunities that arise.
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About this statement

Pursuant to sections 289b and 315b of the Ger-
man Commercial Code (Handelsgesetzbuch, HGB),
Heidelberg Materials AG prepares a combined non-
financial statement for the Group (Heidelberg
Materials) and Heidelberg Materials AG. The compa-
ny has decided to integrate it into the management
report. All of the following information refers to the
Group and, where not shown separately, also to the
parent company Heidelberg Materials AG. The con-
tents of the non-financial statement were not audit-
ed in the context of the audit of the annual financial
statements and the consolidated financial state-
ments but were subject to an external voluntary audit
with limited assurance in accordance with ISAE 3000
(Revised).

Use of frameworks

The material topics for the 2024 financial year were
determined according to the principles of double ma-
teriality in accordance with the requirements of the
European Sustainability Reporting Standards (ESRS)
ESRS 1. As we are currently preparing for full imple-
mentation of the ESRS requirements, we report on
the sustainability topics arising from the double
materiality analysis without using a framework. How-
ever, we have prepared the non-financial statement
in orientation to the ESRS.

The material sustainability matters described in the
non-financial statement are grouped by topic into
three categories: environment, social, and govern-
ance. This statement also contains the information
required by Regulation (EU) 2020/852 of the Europe-
an Parliament and of the Council of 18 June 2020 on
the establishment of a framework to facilitate sus-

tainable investment, and amending Regulation (EU)
2019/2088 (hereinafter: Taxonomy Regulation).

Definitions

We define our target to achieve net-zero emissions
by 2050 as reducing our CO, emissions along the
entire value chain in line with the SBTi’s 1.5°C path-
way, while neutralising residual emissions.

We report the share of revenue from sustainable
products Group-wide and for the cement business
line. Revenue that we allocate to our sustainable
products is not aligned with the definitions of the EU
Taxonomy Regulation. We define sustainable cement
and concrete in terms of a reduction in CO, emissions
of at least 30% compared with the GCCA’s global
reference values from 2020. This translates to a
threshold of =552 kg CO,/t for cementitious materi-
al and =5.5 kg CO,/m?*/MPa for ready-mixed con-
crete. Circular products must contain at least 30%
recycled aggregates or reduce material require-
ments by at least 30% in order to be included in the
share of revenue from sustainable products.

Relationships with the financial
statements

Information on amounts in the consolidated financial
statements that are related to the risks reported
in the sustainability statement are explained in Note
9.13.

The other environmental provisions include recultiva-
tion, environmental, and asset retirement obliga-
tions. In connection with the preservation of bio-
diversity in our quarries, there are provisions for

recultivation obligations, which relate to obligations
to backfill and restore raw material quarrying sites.

Provisions for environmental obligations were recog-
nised on the basis of contractual or official regula-
tions and essentially include expenses connected
with the cleaning up of contaminated areas and the
remediation of extraction damages.

The provisions for asset retirement obligations per-
tain to obligations arising in connection with the re-
moval of installations.

Miscellaneous other provisions exist, among other
things, for other litigation risks in relation to pending
antitrust proceedings, for the obligation to return
emission rights, and for compensation obligations to
employees arising from workplace accidents.

The scope of consolidation for the non-financial
statement corresponds to that of the consolidated
financial statements. The non-financial statement
also covers the Group’s upstream and downstream
value chain.

If a key figure is validated by an external body, this is
explained in the topical standard for the relevant key
figure.

Information on ISO standards can be found in the
Climate change, Pollution, and Own workforce

chapters.

Heidelberg Materials defines the time horizons ap-
plied as 1 year for short term, > 1-3 years for medium
term, and >3 years for long term in order to ensure
consistency with the time horizons applied in risk
management.
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Heidelberg Materials reports in accordance with the
requirements of the Global Cement and Concrete
Association (GCCA). The GCCA also carries out reg-
ular external audits.

Governance

In accordance with the legal regulations, Heidelberg
Materials has three institutions: the Annual General
Meeting, the Supervisory Board, and the Managing
Board. The tasks and responsibilities of these institu-
tions are primarily based on the German Stock Cor-
poration Act (Aktiengesetz, AktG) and the company’s
Articles of Association.

The Managing Board is the company’s managing
body and has overall responsibility for corporate
governance. In this regard, it is obliged to act exclu-
sively in the Group’s best interests within the frame-
work of the law. The Managing Board shall take into
account the interests of shareholders, its employees,
and other stakeholders. The aim is to create sustain-
able added value. The Managing Board develops the
Group’s strategy, coordinates it with the Supervisory
Board, and ensures its implementation. The Manag-
ing Board makes sure that all provisions of law and
the Group’s internal guidelines are adhered to and
works to achieve compliance by Group companies.
Each member of the Managing Board runs their
management department independently and on
their own responsibility.

The Supervisory Board advises and supervises the
Managing Board in the management of the company.
In all decisions of fundamental importance to the
company, the Managing Board involves the Super-
visory Board directly.
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The Managing Board and Supervisory Board of
Heidelberg Materials cooperate closely for the bene-
fit of the Group. The Managing Board agrees on the
Group’s strategy with the Supervisory Board. In ad-
dition, it regularly informs the Supervisory Board of
all issues of importance relating to strategy, plan-
ning, business development, risk situation, compli-
ance, and sustainability.

The Managing Board of Heidelberg Materials AG con-
sists of nine members. The Supervisory Board of
Heidelberg Materials AG consists of twelve members.
Pursuant to the German Co-Determination Law
(Mitbestimmungsgesetz, MitbestG), the Supervisory
Board is composed of an equal number of sharehold-
er representatives and employee representatives.

The Supervisory Board reviews its own composition
regularly. It is satisfied that its members have the
necessary knowledge and experience to carry out
their supervisory tasks duly and properly.

The composition of the Supervisory Board shall ap-
propriately reflect the national and international ori-
entation of Heidelberg Materials as a leading building
materials manufacturer. In addition, the Supervisory
Board shall ensure an appropriate diversity with re-
gard to age structure and the respective educational
and professional background of its members. Fur-
thermore, the competences of the individual mem-
bers of the Managing Board and Supervisory Board
shall complement each other. Information on the
competences of the members of the Supervisory
Board can be found in the Corporate Governance
statement.

The following table provides an overview of the com-
position of the Managing Board and Supervisory
Board based on diversity characteristics:

Diversity characteristics

Managing Supervisory

31 December 2024 Board Board
Number of women 1 5
Share 11.1% 41.7%
Number of persons

aged 30-50 years 4 4
Share 44.4% 33.3%
Number of persons

over 50 years of age 5 8
Share 55.6% 66.7%
Number of persons

with German nationality 5 11
Share 55.6% 91.7%
Number of persons

with foreign nationality 4 1
Share 44.4% 8.3%

Further information on the diversity concept for the
Managing Board and Supervisory Board can be
found in the Corporate Governance statement.

According to the assessment of the shareholder rep-
resentatives on the Supervisory Board, all sharehold-
er representatives can currently be regarded as inde-
pendent within the meaning of recommendations C.6
and C.7 of the German Corporate Governance Code.

Sustainability is an issue of strategic importance for
Heidelberg Materials and its long-term business de-
velopment. The Supervisory Board and the Managing
Board regularly discuss the sustainability strategy
and individual sustainability topics. The Supervisory
Board receives a report from the Managing Board at
least once a year on the Group-wide sustainability
strategy and the status of its implementation. The
Supervisory Board has also set up a Sustainability
and Innovation Committee. It advises the Managing
Board on all aspects of sustainability and continu-
ously monitors the Group’s progress towards its sus-
tainability targets. In order to meet the ever-growing

challenges in relation to sustainability, the Superviso-
ry Board has appointed the Chief Sustainability and
New Technologies Officer (CSO) to take functional
responsibility for sustainability topics on the Manag-
ing Board. The CSO is supported in the fulfilment of
her duties by the Sustainability Office. The depart-
ments of the Sustainability Office work on a range of
tasks, such as the design of the sustainability strat-
egy, including the associated Sustainability Com-
mitments 2030 targets, and the research and devel-
opment of innovative materials and technologies.
The Sustainability Office is also responsible for draw-
ing up potential business models and establishing a
strong, cross-industry partnership network.

With regard to Corporate Governance, the Director
of the Group Legal & Compliance department regu-
larly reports to the Managing Board and the Audit
Committee of the Supervisory Board on the imple-
mentation and further development of the Group-
wide compliance management system as well as on
significant compliance incidents.

In connection with the schedule of responsibilities,
the Managing Board Rules of Procedure govern the
work of the Managing Board, in particular the de-
partmental responsibilities of individual members of
the Managing Board. The CSO monitors the material
impacts, risks, and opportunities in relation to the
material sustainability topics. The Supervisory Board’s
Rules of Procedure also refer to the Sustainability
and Innovation Committee, which is responsible for
advising and monitoring the Managing Board with
regard to sustainability. The Audit Committee is re-
sponsible for compliance and human rights issues.

The CSO is responsible for achieving the Sustaina-
bility Commitments 2030 targets and implement-
ing corresponding measures. The Managing Board
has established various steering committees in rela-
tion to the material impacts, risks, and opportunities.
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These include the steering committee for the CO,
roadmap, for sustainability reporting, and for our
sustainable product brands evoZero and evoBuild,
with the participation of at least one member of the
Managing Board. The steering committees and reg-
ular scheduled meetings of the heads of depart-
ments within the Sustainability Office keep the CSO
and additionally, with regard to the collection of ESG
indicator data, the Chief Financial Officer, apprised
of developments.

Our Sustainability Commitments 2030 were ap-
proved by the Managing Board in 2022. The Manag-
ing Board monitors progress towards target achieve-
ment on a quarterly basis, in terms of CO, emissions
and the share of revenue from sustainable products,
for example. The development of workplace acci-
dents is explained to the Managing Board on a
monthly basis. Some key figures, such as the Suppli-
er Sustainability Performance Rate and the number
of water management and recycling plans, are col-
lected semi-annually or annually and presented to
the Managing Board by the Group ESG department.

The CSO provides the Supervisory Board with an up-
date on the Sustainability Commitments 2030 and
the level of target achievement at least once a year.

When selecting the members of the Managing Board,
the Supervisory Board ensures that they possess the
knowledge and skills required to manage the compa-
ny as a whole, including aspects of corporate policy
and their respective Managing Board responsibilities.

The Chief Sustainability and New Technologies Of-
ficer (CSO) is the member of the Managing Board
responsible for sustainability. She has extensive ex-
pertise in sustainability issues thanks to her training
and professional experience. This includes experience
in the field of sustainable corporate governance, the
integration of ambitious sustainability targets into
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existing business processes and corresponding
change management, as well as knowledge of sus-
tainable technologies and corresponding business
models.

In addition, the Managing Board can draw on the
sustainability expertise of all relevant Group depart-
ments, including the Sustainability Office and the
Group Compliance department. To ensure that
Heidelberg Materials’ Sustainability department has
the necessary competences, the training and profes-
sional experience of candidates are checked during
the recruitment process. In the course of day-to-day
business, expertise is continuously augmented by
gaining professional experience through interdiscipli-
nary cooperation, external consulting services, inter-
nal audits, and technological support, for example.
Advanced training measures shall also help to keep
the department up to date.

A profile of skills sets outs the specific knowledge,
skills, and professional experience that should be
represented on the Supervisory Board. The compe-
tences required include industry knowledge, govern-
ance, legal, and compliance, strategy, sustainability,
and digitalisation.

On the Supervisory Board, the skills should be repre-
sented as broadly and in as balanced a way as pos-
sible. In addition, the in-depth specialist skills of the
individual members of the Supervisory Board in in-
dividual fields should complement each other. The
Supervisory Board counts among its members two
sustainability experts with in-depth specialist knowl-
edge; they are also members of the Supervisory
Board’s Sustainability and Innovation Committee. In
the opinion of the Supervisory Board, all members of
the Sustainability and Innovation Committee have

particular expertise as regards sustainability. This
opinion is based on a corresponding self-assessment
by the members (see Corporate Governance state-

ment).

For each area of the sustainability topics assessed
in the double materiality analysis as material for
Heidelberg Materials, there are experts within the
company at Managing Board, Group, and business
line level. The Supervisory Board’s Sustainability and
Innovation Committee is particularly focused on the
reduction of the company’s carbon footprint, related
innovation topics and growth opportunities, and
other ESG topics such as respect for human rights.

Sustainability topics
addressed by the
Managing Board
and Supervisory
Board

Sustainability topics are regularly presented and dis-
cussed at the Managing Board meetings. These top-
ics are presented by the CSO and, as required, by the
relevant experts. The CSO oversaw the performance
of the double materiality analysis and presented it to
the full Managing Board for its information. The ma-
terial impacts, risks, and opportunities of sustaina-
bility matters identified in the double materiality
analysis were discussed with and approved by the full
Managing Board.

The Supervisory Board also regularly addresses sus-
tainability topics, including the material impacts,
risks, and opportunities identified in the double
materiality analysis and sustainability reporting. The
Audit Committee is responsible for overseeing the
sustainability reporting process and auditing the
non-financial statement. In this connection, it also
receives reports on the material impacts, risks, and
opportunities identified in the double materiality
analysis. In addition, the Audit Committee regularly
reviews the effectiveness of the internal control sys-
tem, risk management system, and compliance man-
agement system. Furthermore, the Sustainability and
Innovation Committee meets twice a year.

Before any major investment decisions are made, the
relevant departments share their assessments with
both the Managing Board and the Supervisory Board.
These assessments relate to the impacts of the
transaction in question on the Group’s strategy,
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finances, and sustainability targets. The Managing
Board and the Supervisory Board give due consider-
ation to these statements when making their deci-
sions and weigh up the impacts. Material risks and
opportunities are taken into account in risk manage-
ment processes and procedures. At their meetings,
the Managing Board and Supervisory Board receive
regular reports from the responsible functions.

On a case-by-case basis, we strive to reach bal-
anced compromises that meet the specific require-
ments and circumstances of the given situation. Due
diligence processes are carried out for this purpose,
with the respective project teams presenting studies
and proposals, which are then weighed against each
other in terms of financial and ESG-related argu-
ments. The findings are presented to the Managing
Board, which then seeks to balance the diverging in-
terests and make a sound and well-founded decision
that suits all parties involved.

Impacts, risks, and opportunities addressed by the Managing Semi-

Board and Supervisory Board in 2024

Responsibility annually

Compliance with the company’s CO, roadmap, including CCUS projects

Managing Board, Supervisory
Board, Sustainability and Innovation

Semi-anually

Committee
Impact of investments on the Group’s strategy, finances, and sustainability Managing Board, Supervisory Board ~ Monthly
targets
Weighting of sustainability matters in Managing Board remuneration Supervisory Board, Personnel Annually
Committee
Occupational safety Managing Board Monthly
Topical issues affecting the Group departments (including Human Managing Board Monthly

Resources, Sustainability, Technology, Strategy & Development/M&A),

as required

Development and progress towards achieving the Sustainability

Commitments 2030 targets

Managing Board, Supervisory Board ~ Semi-anually

or annualy

Development of the evoZero and evoBuild sustainable product brands

Managing Board Monthly
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Sustainability-
related remuneration
components

The remuneration system of the Managing Board is
aligned with the Heidelberg Materials Group strate-
gy. By selecting appropriate performance criteria for
the performance-related remuneration, incentives
are given to implement the Group strategy and to
promote the long-term and sustainable development
of Heidelberg Materials. Both financial and non-
financial performance criteria are used to represent
the company’s success as a whole. The consideration
of ESG targets in the performance-related remuner-
ation underlines the simultaneous pursuit of excellent
business performance combined with environmental-
ly and socially responsible conduct.

The remuneration of the company’s Managing Board
is based on the principle that members of the Man-
aging Board should be remunerated appropriately
according to their performance. With the high pro-
portion of performance-related remuneration com-
ponents, the Supervisory Board pursues a strict
pay-for-performance approach.

Performance-related remuneration
components

For the overall consideration of the company’s suc-
cess, various performance criteria are used within
the performance-related remuneration components
to measure the target achievement. The performance
criteria are derived from the Group strategy and are
both financial and non-financial. Furthermore, a sig-
nificant proportion of the selected performance cri-
teria contribute to the achievement of Heidelberg
Materials’ sustainability targets. Within the frame-

work of the Managing Board remuneration system,
40% to 60% of short-term variable remuneration is
dependent on sustainability-related key figures. The
climate targets in the Managing Board remuneration
are based on Heidelberg Materials’ emission reduc-
tion targets.

Annual bonus

Sustainability is an important component of the per-
formance criteria in both the annual bonus and the
long-term bonus. Half of the overall target achieve-
ment for the annual bonus is measured on the basis
of “Group Performance” and half on the basis of
“Sustainable Strategy Targets”.

Group Performance is measured on the basis of the
profit for the financial year attributable to the share-
holders of Heidelberg Materials AG (profit for the
financial year) and the CO, component, which takes
into account the reduction in Group-wide CO, emis-
sions. The target achievement is calculated by multi-
plying the target achievement for the profit for the
financial year by the CO, component.

The CO, component is intended to provide a signifi-
cant incentive to achieve the CO, reduction targets
set as part of the Group strategy. At the same time,
the aim is to promote the long-term and sustainable
development of Heidelberg Materials by orienting
the business model towards resource-efficient pro-
duction.

Sustainable Strategy Targets

The Sustainable Strategy Targets represent the sec-
ond target category for the annual bonus. They con-
sist of four different performance criteria. Health and
safety and free cash flow adjusted for special items
are firmly anchored in the remuneration system. The
third performance criterion is a sustainability-related

key figure. Targets for the increase of sustainable
revenue were agreed with the members of the Man-
aging Board for the 2024 financial year as part of
this criterion. In the context of this target, the share
of Group revenue generated by sustainable products
in the cement business line is measured. For all three
performance criteria, the targets of the functional
members of the Managing Board are based on the
respective performance at the Group level, while the
targets for the other members of the Managing
Board focus on the respective Group area.

The fourth performance criterion is an individual tar-
get set by the Supervisory Board for each member of
the Managing Board at the beginning of each finan-
cial year.

For the 2024 financial year, the Supervisory Board
has defined the weighting of the Sustainable Strate-
gy Targets as follows:

Weighting of the Sustainable Strategy Targets
for the 2024 financial year

Health and safety 20%

Free cash flow 40%

Sustainable revenue 20%

Individual target 20%

The health and safety Sustainable Strategy Target is
designed to ensure the occupational health and safe-
ty of Heidelberg Materials’ employees.
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In order to achieve this target, the Supervisory Board
set specific targets for reducing the lost time injury
frequency rate (LTIFR) in the 2024 financial year.

The aim of the increase of sustainable revenue Sus-
tainable Strategy Target is to help raise the share of
Group revenue generated by sustainable products in
the cement business line to 50%, as set out in the
Sustainability Commitments 2030.

The annual bonus also includes an individual target,
which can be specific to each member of the Manag-
ing Board. It, too, can be sustainability-related.

Long-term bonus

In the context of the global challenges caused by
climate change and resource scarcity, an ESG target
has been included in the long-term bonus since the
2024 financial year in order to provide incentives to
achieve Heidelberg Materials’ ambitious sustainabil-
ity targets in the long-term performance-related
remuneration component as well. The ESG target in
the long-term variable remuneration has a weighting
of 25%.

At the beginning of the duration of a tranche of the
long-term bonus, the Supervisory Board sets a meas-
urable and quantifiable ESG target. The ESG targetis
derived from Heidelberg Materials’ Group and sus-
tainability strategy, taking into account the results of
the materiality analysis.

For the 2024 tranche of the long-term bonus, the
Supervisory Board agreed targets with the members
of the Managing Board to reduce specific CO, emis-
sions per tonne of cement over the three-year per-
formance period of the long-term bonus. Reducing
CO, emissions is a key lever when it comes to achiev-
ing Heidelberg Materials’ Sustainability Commit-
ments 2030. The integration of the CO, multiplier
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into the annual bonus, in combination with the defini-
tion of CO, reduction targets over a three-year peri-
od in the long-term bonus, is intended to create a
balanced incentive profile for the members of the
Managing Board to reduce specific net CO, emis-
sions to 400 kg of CO, per tonne of cementitious
material by 2030.

Pursuant to section 87(1) of the AktG, the Super-
visory Board of Heidelberg Materials AG determines
the remuneration of the Managing Board (and thus
also approves and updates the conditions of incen-
tive schemes).

Further information on the remuneration system and
on the target achievement calculations can be found
in the Remuneration report chapter.

Risk management and internal controls
over sustainability reporting

Heidelberg Materials has implemented Group-wide
risk management processes as well as internal con-
trol processes that are aligned with its sustainability
reporting.

ESG risks are integrated into the Group’s general risk
management system, where they represent a sepa-
rate category in the risk areas. The current ESG risks
identified through this system then serve as the basis
for the double materiality analysis used in sustaina-
bility reporting, to help ensure consistency. In turn,

annual validation of the materiality analysis ensures
that Heidelberg Materials reports on the relevant top-
ics and the material ESG indicators derived from
them.

The long-standing and well-established external au-
diting of the Group’s non-financial statement by the
auditor represents another cornerstone of its risk
management and controls with regard to sustaina-
bility reporting.

Further components of the risk management process
relating to the collection of the key sustainability fig-
ures include checks on the data before it is entered
into the Group consolidation systems at the produc-
tion sites and more extensive data validation at var-
ious levels of the Group. Lastly, the ESG indicators
are subject to a final review by the Group ESG Con-
trolling department and confirmed as correct and up
to date by the Finance Directors of the respective
Group countries.

The internal audit process is one element of the inter-
nal control system. The Group Internal Audit depart-
ment undertakes targeted sustainability audits,
which examine, among other things, the reporting
and control processes for the ESG indicators. The re-
sults of these audits feed into the reporting process-
es as improvement suggestions. Individual reporting
processes - such as collecting data on sustainable
revenue in the various business lines - were already
part of the internal audit. The internal control system
is based on local and global control processes.

Finally, the Group Communications & Investor Rela-
tions department is responsible for ensuring that the
sustainability reporting requirements are met in full.

The risk assessment approach taken by Heidelberg
Materials with regard to sustainability reporting fol-
lows the system whereby, in particular, information
relevant to management and/or remuneration, such
as specific net CO, emissions per tonne of cementi-
tious material (Scope 1) or sustainable revenue in the
cement business line, is audited by an external party
with reasonable assurance. The other material sus-
tainability information is subjected to limited assur-
ance to establish the reliability of the sustainability
reporting.

The most important risks identified in connection
with sustainability reporting include data integrity,
regulatory changes, and external reporting require-
ments. Heidelberg Materials has implemented specif-
ic control measures to mitigate these risks, including
the introduction of robust data management sys-
tems, advanced training and education of relevant
employees, and monitoring of regulatory develop-
ments through membership of industry associations
and networks.

The findings of the risk assessments and internal
controls are integrated into the relevant internal
functions and processes. Among other things, this
can entail the Group Communications & Investor Re-
lations department adapting the reporting prepara-
tion processes and the Group ESG Controlling de-
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partment making continuous improvements to the
internal control systems in the data collection pro-
cesses.

The results of the risk assessments and internal con-
trols are reported to the Chief Financial Officer di-
rectly or via steering committees on a regular basis.
These reports contain detailed information on identi-
fied risks, controls carried out, and recommended
actions to further improve sustainability reporting.
Selected ESG indicators are presented to the full
Managing Board on a quarterly basis. The key figures
in terms of CO, for the cement business line and the
share of sustainable revenue are discussed at the
quarterly management meetings, at which the Group
countries present current business developments
to the Chairman of the Managing Board, the Chief
Financial Officer, and the Managing Board member
with responsibility for the respective Group country.
The Supervisory Board, and the Audit Committee in
particular, is also kept informed about the risks and
progress of the sustainability reporting. In addition,
it selects an audit focus topic associated with non-
financial reporting and the ESG indicators each year.
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Relevance of
sustainability to
the business model

Heidelberg Materials has firmly embedded sustaina-
bility matters into its Group strategy. We want to sig-
nificantly reduce the impact of our business activities
on the climate and shrink our carbon footprint. As
one of the leading building materials manufacturer,
we see it as our responsibility to play a pioneering
role in transforming our industry to meet current and
future needs. We want to make a substantial contri-
bution to sustainable construction and net zero and
assume social and environmental responsibility.

Climate protection is an integral part of the Group
strategy. The production of cement generates a
large amount of CO, due to the chemical processes
involved in burning clinker and the high temperatures
this requires. Therefore, we are making greater use of
alternative raw materials and fuels to reduce CO,
emissions. We also optimise our production process-
es to increase energy efficiency. To reduce the con-

sumption of primary raw materials, we are commit-
ted to circularity and strengthening the circular
economy. At product level, our focus is on the broad
introduction of low-carbon cements and concretes,
the use of recycled materials, and the application of
new technologies such as 3D concrete printing. We
are also continuously working to expand our port-
folio of carbon capture, utilisation, and storage
(CCUS) projects. CCUS is a key technology for the
complete decarbonisation of cement production.

Heidelberg Materials is a manufacturing company.
The extraction of raw materials and the production
of cement and aggregates carry various risks of ac-
cident and injury, for example with regard to the
transportation of raw materials and finished prod-
ucts, working at great heights, high voltage currents,
using heavy technical equipment, or with respect to
rotating parts of kilns, mills, or conveyor belts as well
as very high temperatures around the cement kilns.
With effective preventive measures, we intend to min-
imise the risk of accidents and injuries as well as the
risk of work-related illness. Occupational health and
safety is a cornerstone of our corporate culture and
work processes.

Heidelberg Materials is committed to corporate gov-
ernance and pursues a zero-tolerance policy in the
event of corruption and antitrust violations. Our cor-
porate responsibility includes upholding human rights
and acting ethically and fairly, including in our politi-
cal engagement and lobbying activities.

Our activities are divided into four business lines
within four geographical Group areas. Our core prod-
ucts are cement, aggregates, ready-mixed concrete,
and asphalt, which we sell in around 50 countries
worldwide.

In 2024, we generated revenue of €77 million from
transporting and trading coal through our subsidiary
HM Trading. This corresponds to 0.36% of Group rev-
enue. HM Trading generated €116 million or 0.55% of
Group revenue from transporting and trading petro-
leum coke. For more information regarding HM Trad-
ing see Group Services section.

More information about our business model can be
found in the Business model, Organisational struc-
ture, and Strategy sections.
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Value chain
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Commitments 2030, we are
supporting the UN Sustainable
Development Goals (SDGs). In
doing so, we aim to help tackle
social, economic, and environ-
mental challenges at a global
level. Our efforts are concen-
trated on those issues to which
we can make a significant con-
tribution as a company. Given
our business model, we focus
particularly on SDGs 5, 8, 9,
12, 13, and 15.

The raw materials needed to
produce our building materials -
limestone for cement production
as well as sand, gravel, and hard
rock - are generally obtained from
our own extraction sites or by recy-
cling mineral waste products and
demolition material.

We attach great importance to
responsible procurement and sus-
tainable behaviour on the part of
our suppliers. We aim to build a
transparent, sustainable, and fu-
ture-oriented supply chainin close
cooperation with our suppliers. Our
global trading activities include
the trading of cement, clinker,
supplementary cementitious ma-
terials, and fossil and alternative
fuels. Our expenses mainly relate
to the categories of primary and
alternative raw materials, energy,
logistics, and maintenance.

Our business is based on the
production of cement and ag-
gregates, the two essential raw
materials for manufacturing con-
crete. In our aggregates pits and
quarries, we are committed to en-
vironmentally friendly extraction
methods as well as to the subse-
quent restoration and reclamation
of mining sites. We process our raw
materials into ready-mixed con-
crete, asphalt, and various other
materials. We are focused on ex-
panding our sustainable product
portfolio, supported by R&D into
innovative solutions.

Innovative products and technol-
ogies, as well as improvements
to our processes, help us min-
imise energy consumption and
CO, emissions. Our R&D teams
are working on new formulations
that will replace conventional, en-
ergy- and raw material-intensive
products to an ever greater de-
gree. This also involves raising the
proportion of recycled material in
our products. At the same time,
we are developing and scaling up
carbon capture technologies and
also working to reduce emissions
in logistics.

Our range of sustainable products
and solutions is growing steadily
thanks to the integration of sus-
tainability in our value chain. Our
portfolio includes both low-car-
bon and circular products. Build-
ing material recovery and concrete
recycling are making a significant
contribution in this regard. Along-
side sustainability, a digital infra-
structure across all our business
lines and locations is also part of
our transformation. We are devel-
oping digital products and provid-
ing customer solutions that help
us to be successful, efficient, and
transparent in our core business.

Our proximity to the market en-
ables us to develop products in
close consultation with consumers
and end-users. We offer products
that are circular and consider the
entire life cycle of a building - es-
pecially its recyclability - in line
with the principles of a circular
economy. Rather than ending with
the product, our work also includes
providing expert advice, particu-
larly on implementing sustainable
solutions. We also offer distribution
and logistics services.
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Our Sustainability
Commitments 2030

CO;

Net Zero
Inclusive

Sustainability
Commitments

’Q/\\/
/
Circular & Nature

Resilient Positive

The world needs carefully considered, sustainable,
and resilient infrastructure, buildings, and public
spaces. Challenges like climate change, resource
shortages, and demographic change mean that the
production and use of heavy building materials must
evolve. At Heidelberg Materials, we are working to
transform our business to address these challenges
and placing social considerations at the core of what
we do alongside corporate governance and environ-
mental responsibility.

With our Sustainability Commitments 2030, we set
targets to the following topic areas: Net Zero, Circu-
lar & Resilient, Safe & Inclusive, and Nature Positive.

- We drive the decarbonisation of our sector and
provide low-carbon products.

- We drive circularity to reduce and reuse materials
and natural resources.

— We place the health and well-being of employees,
communities, and suppliers at the core of our
business operations.

- We contribute to a nature positive world through
our biodiversity programme and sustainable
water management.

We market our sustainable products, which stand out
for their contribution to the reduction of CO, emis-
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sions and circularity, under the evoBuild® product
brand, which has already been introduced in the con-
solidated Group companies in the Europe Group
area. evoBuild will be gradually rolled out in further
Group countries. The evoBuild product portfolio and
our evoZero® product brand for the net-zero cement
of the future, produced using CCS technology, will
make a decisive contribution to increasing our sus-
tainable revenue (see Climate change and Circular
economy chapters).

We continuously monitor the achievement of our
sustainability commitments. The following overview
shows the progress made towards our targets as at
the end of the financial year.
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Our Sustainability Commitments 2030

Building a
éDO net-zero future

~ Do

Do )
\.Do

Building a
safe and inclusive future
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2024 Target 2030 2024 Target 2030
CO, and Energy Reduce our net Scope 1 emissions to 400 kg per tonne 527 kg CO,/t 400 kg CO,/t Diversity, Equity Ensure that 25% of leadership positions are filled by women 18% 25%
of cementitious material cementitious cementitious & Inclusion
material material
Red total CO. footorint ding to the SBTi 1.5°C Occupational Achieve zero fatalities and 2 0
eauce Oijr otal &0 tootprint according to the BT L. Health & Safety  requce lost time injury frequency rate (LTIFR) by 50% compared -19% -50%
pathway with 2020
Gross Scope 1 (-24% per tonne of cementitious material 7% -24%
vs. 2020) Community En- 100% of our sites have community engagement plans4
Gross Scope 2 (-65% per tonne of cementitious material -12% -65% gagement CEM 549% 100%
vs. 2020 . o All business lines 78% 100%
Scope 3 (-25% in absolute emissions from purchased cement -13% -25% . .
. All employees are offered one day per year of paid leave systemically
and clinker vs. 2020) . .
for voluntary community work implemented
Additional Reduce specific sulphur and nitrogen oxide emissions (SOx . o . . ) . . o o
Emissions and NOy) per tonne of clinker by 40% compared with 20082 :::t;:il::sble 80% of critical suppliers spend confirmed with a green ESG rating 64% 80%
NOy -17% -40%
SOy -48% -40%
Sustainable Achieve 50% of our revenue from sustainable products
Revenue that are either low-carbon or circular
CEM 43% 50%
All business lines 34% 50%
Building a "-' Building a vER, E
circular and resilient future QO nature positive future e
2024 Target 2030 2024 Target 2030
Circularity Offer circular alternatives for 50% of our concrete products - Data collection in 50% Biodiversity 100% of active quarries contribute to the global goal 75%°) 100%
aiming for full coverage progress of nature positive, with 15% space for nature
Total volume of processed circular materials across all business R R ] R
lines 28.2 mt3 Water 100 % of sites in water-risk areas implement:
Sustainable Achieve 50% of our revenue from sustainable products AGG: water management plans 35% 100%
Revenue that are either low-carbon or circular water recycling systems 55% 100%
CEM 43% 50%
All busi i 34% 50% CEM: water management plans 30% 100%
usiness fines ° ° water recycling systems 78% 100%

1) Market-based emissions (cement business unit only)

2) The baseline values from 2008 are not included in the external voluntary audit to obtain limited assurance.
3) Value is not included in the external voluntary audit to obtain limited assurance.

4) The scope currently extends to cement and aggregates sites and is being expanded.

5) In 2024, the assessment was completed at > 90% of the active quarries.
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Stakeholder engagement

STAKEHOLDER

H | RELEVANT TOPICS

Q DIALOGUE FORMATS

Employees

Corporate culture and strategy, compliance, occupational health
and safety, business performance, sustainability, digitalisation,
transformation of the company

Virtual and on-site meetings, works council, works meetings, intranet, social networks,
in-house magazines, video messages, training, and e-learning

Investors and analysts

Business performance, Group strategy, portfolio management,
sustainability, digitalisation, corporate governance, Green Finance

Annual General Meeting, quarterly conference calls, investor conferences, roadshows,
one-to-one and group discussions, Capital Markets Days

Customers

Information on products, solutions, and certifications, innovative
and sustainable products, product quality, handling of customer data

Face-to-face meetings, customer events, Sustainability Academies, participation in
trade fairs, digital services (e.g. online advice), digital services as a service interface

Suppliers

Supplier contracts, Supplier Code of Conduct, procurement conditions,
sustainability in the supply chain, compliance, human rights

Supplier discussions and surveys, supply chain due diligence, supplier days, training
on safety and sustainability topics

Local communities

Requests for visits, sponsorship, and information, complaints (e.g.
about noise and dust pollution), investment plans, and planned large-
scale projects (e.g. relating to CCUS), biodiversity projects, community
engagement (e.g. in the field of education and healthcare)

Face-to-face meetings, newsletters and guidelines, social media, site visits and open
days, establishment of contact offices, holding information and discussion events

Non-governmental
organisations

Human rights, climate protection and the protection of resources and
the environment, CCUS, occupational safety, corporate governance

Panels and discussion events, answering enquiries, partnerships, plant visits, joint
communication measures (e.g. position papers), joint projects on biodiversity in
quarries

Politics and public service

Decarbonisation and sustainability of the building materials industry,
energy and climate policy, protection of the environment and resource

conservation, infrastructure with a focus on CCUS, the circular economy,

quarrying and securing raw materials, sustainable financing, funding,
permits

Face-to-face meetings, plant visits, public events and panels organised by associations
and organisations, hearings, committee work

Universities and research
institutions

Research cooperation, scientific exchange, teaching activities, funded
projects

Talks, research projects, participation in professional events, publications, internships,
student trainee positions, Quarry Life Award
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We are committed to cooperative relationships and
a dialogue based on trust with the relevant stake-
holder groups at local, national, and international
level. The exchange of ideas with various stakeholder
helps us to identify relevant issues at an early stage
and incorporate the stakeholder perspective into
strategic considerations.

Each country organisation is responsible for estab-
lishing and maintaining its own relationships with na-
tional and local stakeholder groups. Stakeholder
dialogue at international level is managed by the
Group Communication & Investor Relations depart-
ment and the Sustainability Office. Our continuous
dialogue with investors and analysts about the
Group’s strategy has contributed, among other
things, to the launch of a second share buyback pro-
gramme.

For industrial transformation and the transition to
net zero to succeed, our stakeholders need to under-
stand and support the associated changes. This is
particularly important when it comes to the success-
ful implementation of our CCUS projects. We take
this matter very seriously and develop comprehen-
sive strategies for informing and involving our stake-
holders. To successfully implement projects at the re-
spective locations, we support them with numerous
communication measures and participation formats.
In addition, we involve local stakeholder groups at an
early stage when planning investment projects, such
as by holding information and discussion events.
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Sustainably increasing our enterprise value while lim-
iting the impacts of our business activities on the en-
vironment and society forms the basis of Heidelberg
Materials’ Group strategy and entrepreneurial activity.

Our progressive dividend policy and share buyback
programmes allow our shareholders to participate in
the success of our strategy and business activity.
Safe work processes and a motivated and well-
trained workforce are vital to our long-term corpo-
rate success. That is why we also take our employees’
requirements into account in our strategy and busi-
ness model. In a market with largely standardised
building materials, customer focus and service qual-
ity are crucial in order to market our products and
solutions successfully. In this regard, we rely in par-
ticular on the market knowledge of our local man-
agement. By further developing our product portfolio
according to the needs of our customers, we are
striving for profitable growth in line with our sustain-
ability targets (see Strategy section).

The Managing Board and the Supervisory Board use
various formats to find out about the concerns of the
stakeholder groups. The Managing Board regularly
participates in works meetings. Topics such as occu-
pational safety are on the agenda of the Managing
Board meetings every month. Both the Managing
Board and the Chairman of the Supervisory Board

gather information about the views of investors and
analysts at conferences and roadshows. Customer
feedback - regarding the launch and acceptance of
the evoZero product brand, for example - is likewise
presented to the Managing Board.

The Sustainability Reporting Steering Committee
consists of the Chief Financial Officer, the Chief Sus-
tainability and New Technologies Officer, and the
Chief Digital Officer, among others, and also stays
informed about statutory reporting requirements in
this corporate body.

The Managing Board informs the Supervisory Board
regularly, in a timely manner, and comprehensively,
about sustainability topics, among other things.

Through the Sustainability and Innovation Commit-
tee, the Supervisory Board addresses various mat-
ters, including the interests of various stakeholder
groups, such as employees and customers.

By conducting interviews with employees in produc-
tion and administration, managers, employee repre-
sentatives , and trade union representatives, we can
understand the concerns of our own workforce and
take them into account. In addition, the Chairman of
the Managing Board regularly participates in discus-
sion formats such as Management Dialogue or works

meetings, and is therefore able to listen to employ-
ees’ concerns directly and incorporate their views
into the Group strategy and business model where
appropriate (see Own workforce chapter).

The interests of workers in the value chain are incor-
porated into the Group strategy and business model
indirectly, through cross-sectoral initiatives (e.g.
GCCA, Cembureau), for example. Compliance with
minimum standards in the upstream value chain is a
requirement of our Supplier Code of Conduct (see
Workers in the value chain chapter).

Our production and quarrying sites are generally de-
signed for a service life of several decades. To main-
tain acceptance of our business activities and our
licence to operate at the individual locations over
these long periods, we engage in stakeholder dia-
logue and are active in the communities close to our
plants (see Affected communities chapter).

Heidelberg Materials uses various communication
channels to take account of the interests and views
of customers in its products and, in turn, reflect them
in its Group strategy and business model. These
channels include face-to-face conversations, custom-
er events, customer satisfaction surveys, and news-
letters (see Consumers and end-users chapter).
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Double materiality
analysis

The methodology of the materiality analysis carried
out in the 2024 financial year builds on that of the
2023 reporting year and has been further developed
in line with the European Sustainability Reporting
Standards (ESRSs). Based on new findings and clari-
fications to the guidelines, the analysis has been
made more precise and partially adjusted. In addi-
tion to the changeover to two materiality dimen-
sions, the process to identify and assess the relevant
sustainability matters has also changed. The inclu-
sion of sustainability topics pursuant to ESRS 1 (AR
16) has significantly increased the range of topics
included. The next review of the materiality analysis
is planned for the 2025 reporting period.

In accordance with the requirements of ESRS 1, the
process to determine the material impacts, risks, and
opportunities in the topic areas of the ESRSs and
other company-specific sustainability topics for the
2024 reporting year was carried out using the double
materiality analysis method. This method is based on
the assumption that a material sustainability topic
for a company can arise from two perspectives: on
the one hand, from the “inside-out” perspective,
known as impact materiality; on the other hand, from
the “outside-in” perspective, known as financial
materiality. The latter is the case when sustainability-
related risks or opportunities have a significant im-
pact on Heidelberg Materials’ financial result.

Heidelberg Materials has carried out the double ma-
teriality analysis Group-wide along the entire value
chain, taking account of all Group areas. A key as-
sumption of the materiality analysis is that the as-
sessments at Group level are also representative of
the local conditions in the Group countries.

A sustainability matter is material from an impact
perspective when it pertains to the company’s actual
or potential, positive or negative impacts on people
or the environment within short-, medium-, or long-
term time horizons. A sustainability matter is materi-
al from a financial perspective if it triggers or could
reasonably be expected to trigger material financial
effects for the company. This is the case when a sus-
tainability matter generates risks or opportunities
that have a material influence on the development of
the company’s assets, financial, and earnings posi-
tion or on its cash flows, access to finance, or cost of
capital over the short, medium, or long term.

Impact materiality and financial materiality assess-
ments are inter-related. In general, the starting point
is the assessment of impacts. This is also the case
when there are material risks and opportunities that
are not related to the company’s impacts. A sus-
tainability-related impact can become financially
material if potential economic impacts on Heidelberg
Materials could be demonstrated.

Impacts were captured by the impact materiality
perspective irrespective of whether or not they are
financially material.

Process to assess impact materiality

The process to identify, assess, prioritise, and moni-
tor Heidelberg Materials’ potential and actual im-
pacts on the environment and people is divided into
eight steps.

Step 1: Revision and consolidation of
Heidelberg Materials’ value chain

In accordance with the requirements of ESRS 1,
Heidelberg Materials has identified upstream activi-
ties, activities in its own operations, and downstream
activities and selected those where impacts are like-
ly to occur. The activities were defined in more detail
using the applicable International Standard Industrial
Classification of All Economic Activities (ISIC) and
the Statistical Classification of Economic Activities in
the European Community (NACE) and documented
based on their relevance to Heidelberg Materials’
business activity. The relevance of the respective ar-
eas of activity was determined on the basis of,
among other things, the business model, local pro-
curement and sales volumes, comparison with other
companies in the building materials sector, and ex-
pert interviews. The activities were then summarised
in relation to the material topics.

Step 2: Contextualisation

The contextualisation step included identifying
and assessing sustainability topics in relation to
Heidelberg Materials’ value chain. It was carried out
qualitatively to some extent, but was mainly data-
driven (quantitative). Contextualisation was primarily
based on scientific evidence. Examples include the
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United Nations Environment Programme Finance
Initiative (UNEP FI), frameworks such as the SASB
Standards , and sustainability-related information
from associations such as the GCCA. Regulatory
frameworks such as the Registration, Evaluation,
Authorisation, and Restriction of Chemicals (REACH)
Regulation or the Classification, Labelling, and Pack-
aging (CLP) Regulation were consulted for topic-
specific information. Initiatives in which Heidelberg
Materials participates and internal information about
the company’s individual business activities were
also taken into account. This was done with the aim
of gaining an understanding of which sustainability
topics could be material for Heidelberg Materials and
where they arise in the value chain.

Step 3: List of sustainability topics

A list of sustainability topics to be assessed in the
materiality analysis was then drawn up. The list of
sustainability topics and the respective sub-sub-top-
ics pursuant to ESRS 1 AR16 served as a starting
point. To identify company-specific sustainability
topics, reference was made to previous years’ re-
porting and other sources. The resulting list of topics,
sub-topics, and sub-sub-topics served as the start-
ing point for the materiality assessment.

Step 4: Narrative

A narrative was drawn up for each sub-sub-topic. In-
formation from the contextualisation stage was used
for this purpose. The narrative describes the specific
reference to Heidelberg Materials for the respective
sub-sub-topic and indicates whether it refers to a
positive or negative impact.



Non-financial statement | General disclosures | Double materiality analysis

Step 5: Matrix of subject matter experts

A detailed matrix of subject matter experts was cre-
ated to leverage Heidelberg Materials’ in-house ex-
pertise and identify the experts for each standard.
For the purposes of the assessment, they were given
an introduction to the methodology of the double
materiality analysis.

Step 6: Qualitative assessment
of sustainability topics

In the next step, the internal subject matter experts
performed a qualitative assessment of the material-
ity of the impacts, risks, and opportunities along the
previously defined value chain based on the criteria
specified by the ESRSs (scale, scope, irremediability,
and likelihood). The assessment methodology fol-
lowed the gross assessment approach, meaning that
mitigation actions were not taken into account when
assessing the impacts.

In the evaluation process, Heidelberg Materials re-
ferred to existing assessment criteria set out in the
German Supply Chain Due Diligence Act (Lieferket-
tensorgfaltspflichtengesetz, LkSG) in order to arrive
at a consistent assessment.

The following ratings were chosen for the impact as-
sessment:

Scale

T T T 1
high: 4 medium: 3 low: 2 minimal: 1
Scope

T T T 1
widespread: 4 medium: 3 concentrated: 2 limited: 1
Remediability

T T T 1
very difficult: 4 difficult: 3 with time and cost: 2 easy: 1
Likelihood

T T T 1
guaranteed: 4 very likely: 3 likely: 2 possible: 1

In accordance with ESRS 1, Heidelberg Materials has
defined a materiality threshold to aid prioritisation.
For this purpose, the sum of the three assessment
criteria for severity was multiplied by the likelihood
per sustainability matter. This threshold was set at
6.4 for impact materiality. All scores below this were
classified as not material.

In order to ensure that severity takes priority over
likelihood in the case of a human rights-related im-
pact (ESRS 1.45), the methodology for human rights
issues was established as follows.

The negative impact is deemed material once any of
the three severity criteria is assigned a score of 4.
This applies regardless of the likelihood and the final
impact materiality score. A score of 4 for scale,
scope, or irremediability is therefore sufficient to as-
sess a human rights-related sustainability topic as
material. All topics in the Social chapter were re-
garded as human rights-related.

Positive impacts were assessed in the same way as
negative impacts. Only the assessment of the irre-
mediability of the impacts was omitted. The distinc-
tion between actual and potential impacts was made
by assessing their likelihood. Each positive impact
with a score of 4 was classified as an actual impact.
All other scores indicated potential positive impacts.

Step 7: Stakeholder validation

In order to validate the subject matter experts’ as-
sessments externally and take account of the stake-
holder perspective in the assessments, non-govern-
mental organisations (NGOs), peers, customers,
suppliers, affected communities, media representa-
tives, and investors, among others, were consulted
directly or indirectly via internal members of staff
responsible for these topic areas.

Step 8: Managing Board approval

As a final step, the findings of the double materiality
analysis were presented to the full Managing Board,
discussed, and confirmed as valid for the Group.

The findings of the double materiality analysis were
subjected to a three-stage internal control proce-
dure. The assessment by the subject matter experts
was followed by stakeholder validation and then final
Managing Board approval.
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Process to assess financial materiality

The process to identify, assess, prioritise, and moni-
tor risks and opportunities in the course of determin-
ing the financial materiality of sustainability topics
was carried out in line with the eight steps of the
previously described process to determine impact
materiality. However, there were a few deviations.

After the subject matter experts had assessed the
impact materiality and then the financial materiality
of a sustainability matter, the relationships between
impacts and dependencies and risks and opportuni-
ties were taken into account.

In a deviation from the process to assess impacts,
the Group Insurance & Corporate Risk department
and Group Strategy & Development/M&A depart-
ment were also involved in the assessment of risks
and opportunities across all sustainability matters in
order to obtain a consistent assessment in relation
to the general risk management process. The man-
agement of sustainability risks is integrated into the
risk management system. Details of how opportuni-
ties are taken into account can be found in the Risk
and opportunity management section.

The assessment of risks and opportunities was not
carried out in accordance with the gross approach
(assessment of risks without taking account of reme-
dial action). The risks were assessed taking into ac-
count any remedial action that had already been
effected at the time of the risk assessment. The as-
sessment criteria for financial materiality were
aligned with the methodology described in the Risk
management process section. Based on ESRS 1.51,
the materiality of risks and opportunities is assessed
using a combination of the likelihood of occurrence
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and the scale of the potential financial impacts. In
this case, the scale equates to the severity of the risk
or opportunity. As in the risk management process,
ratings from 1 to 5 were used (see Dimensions of risk
assessment graphic in the Risk management pro-
cess section).

To prioritise whether a risk or opportunity is material
for Heidelberg Materials, a financial materiality score

Results of double materiality assessment

was calculated by multiplying the scale by the likeli-
hood of occurrence per sustainability matter.

In accordance with ESRS 1, Heidelberg Materials has
set a materiality threshold of 2.0 to aid prioritisation.
All topics with a financial materiality score above 2.0
were classified as material; all scores below 2.0 were
classified as not material.

Impact materiality

Financial materiality

Affected communities

Consumers & end-users

Sustainability Topic Negative impacts Positive impacts Risks Opportunities
Value chain activity up own down up own down up own down up own down
Climate change CGED G D D
Environmental pollution D D
Water & marine resources D D
Biodiversity & ecosystems GED (] -
Circular economy G G [ ]
Own workforce [ ] [ ]
Workers in the value chain [ ] a» @&
D
[ ]
[ ] [

Corporate governance

up = upstream own = own operations down = downstream

Process to identify
and assess material
impacts, risks, and
opportunities

The process to identify and assess material impacts,
risks, and opportunities for the Environment and
Governance chapters was carried out in line with the
eight steps of the general double materiality analysis
described above. The upstream and downstream
value chain, all business lines, and Group areas were
taken into account. Affected communities were in-
volved indirectly via internal members of staff re-
sponsible for this topic area through the validation of
the assessments carried out by the subject matter
experts.

Climate change

In order to identify the sources of greenhouse
gas emissions arising in the course of Heidelberg
Materials’ business activity, we reviewed the produc-
tion processes in the individual business lines. The
main source of emissions across the Group is CO,-
intensive clinker production in the cement business
line. We also verified that no additional greenhouse
gases are released.

We continuously monitor our production processes
to support assessments of the carbon intensity of
our products.
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Climate risks and scenarios

Climate-related risks are divided into physical risks of
climate change and into impacts resulting from the
transition to a low-carbon economy (transition risks).

Analysis of climate-related risks is part of Heidelberg
Materials’ general risk management approach, which
is integrated into the Group’s regular risk manage-

ment process.

The process of identifying climate-related risks is
carried out bottom-up on a decentralised basis by
country management and once a year top-down
from a global perspective by the Group ESG and
Group Insurance & Corporate Risk departments. The
assessment of physical climate-related risks is based
on location-specific geospatial coordinates. General
macroeconomic data as well as additional indus-
try-specific factors and risk information sources
serve as auxiliary parameters for the process. We
also use the internal risk catalogue, which covers the
various financial and non-financial climate-related
risk categories. The climate-related risks are con-
solidated in the Group-wide risk map with regard to
potentially critical economic impacts on Heidelberg
Materials.

Climate-related risks are identified globally on the
basis of the Shared Socioeconomic Pathway (SSP)
scenarios. The climate scenarios used here, including
a high-emissions scenario, are described in detail
below.
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The 1.5°C Pathway: SSP1-1.9 climate scenario
(hereinafter SSP1-1.9)

The SSP1-1.9 scenario describes an increasingly sus-
tainable world. As a result of broad social and polit-
ical efforts, net zero will be achieved by around 2050.

This scenario is associated with radiative forcing
of 1.9 W/m? by 2100, while the global average sur-
face temperature is expected to increase by 1.4°C
(1.0°C-1.8°C) by 2100.

The 2°C Pathway: SSP1-2.6 (hereinafter SSP1)

SSP1 describes an increasingly sustainable pathway.
Global commons are preserved and the planetary
boundaries are respected. Focus shifts away from
economic growth and towards human well-being. In-
come inequalities between and within countries re-
duce. Consumption practices tend toward minimising
the consumption of materials and energy. As a result
of these efforts, greenhouse gas concentrations
gradually decrease by the end of the century. Global
warming can be limited to less than 2°C above pre-
industrial levels. Nonetheless, there are still impacts
on natural and socio-economic systems. However,
international adaptation mechanisms exist to re-
spond to loss and damage in the Global South. The
SSP1 scenario envisages sustainable development
for society as a whole, combined with low resource
and energy consumption. Under this scenario, de-
mand for environmentally friendly and sustainable
building materials is expected to increase.

The SSP1 scenario is associated with radiative forcing
of 2.6 W/m? by 2100, while the global average
surface temperature is expected to rise by 1.8°C
(1.3°C-2.4°C) by 2100.

Socioeconomic development paths used

Scenario Characteristics

Estimated global warming

Likely
temperature range

2041-2060 2081-2100 2081-2100 ‘

Low greenhouse gas

SSP1-1.9
reduced to net zero by 2050

Low greenhouse gas

SSP1-2.6
reduced to net zero by 2080

Medium-high greenhouse gas
emissions, CO, emissions will

SSP2-4.5
2050, then decline but will
not reach net zero

Very high greenhouse gas

SSP5-8.5
triple by 2075

The Middle of the Road: SSP2-4.5 climate
scenario (hereinafter SSP2)

SSP2 extrapolates past and current global develop-
ments into the future. Income trends in different
countries diverge considerably. Although there is a
certain degree of cooperation between nations,
there s little improvement. Global population growth
is moderate and levels off in the second half of the
century. Environmental systems are somewhat de-
graded. CO, emissions remain around current levels
until 2050 and then decline. However, net zero will not
be reached by 2100. To remain competitive, further
investments in future-oriented technologies are nec-
essary.

The SSP2 scenario is associated with radiative forc-
ing of 4.5 W/m? by 2100. It is estimated that the
global average surface temperature will increase by
2.7°C (2.1°C-3.5°C) by 2100.

emissions, CO, emissions 1.6°C

emissions, CO, emissions 1.7°C

remain at current level until 2.0°C

emissions, CO, emissions 2.4°C

1.4°C 1.0-1.8°C
1.8°C 1.3-2.4°C
2.7°C 2.1-3.5°C
4.4°C 3.3-5.7°C

The Fossil Pathway: SSP5-8.5 climate scenario
(hereinafter SSP5)

Social and economic development is based on the
increased worldwide exploitation of fossil fuel re-
sources, coupled with the adoption of energy-inten-
sive lifestyles. There is little acceptance of renewable
energies. The global economy grows rapidly. Popula-
tion growth also peaks. This leads to a sharp rise in
greenhouse gas concentrations in the atmosphere,
which is expected to continue until the end of the 21st
century. The climatic changes are very severe. An ef-
fective mechanism for managing climate-related
risks beyond the limits of adaptation enables many
countries to (at least partially) implement the neces-
sary and often transformative adaptation measures.

The SSP5 scenario is associated with radiative forc-
ing of 8.5 W/m? by 2100. It is estimated that the
global average surface temperature will increase by
4.4°C (3.3°C-5.7°C) by 2100.
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For the sake of completeness, we have presented
two variations for the most optimistic scenario with
different levels of radiative forcing: the SSP1 scenario
and the SSP1-1.9 scenario.

Physical risks

The third-party tool used to assess climate-related
physical risks modelled a total of three scenarios:
SSP1, SSP2, and SSP5. For the SSP1 scenario, the
1-2.6 climate ensemble simulations were used, as
extensive climate ensemble simulations have already
been carried out for that scenario.

Climate-related physical risks in the upstream and
downstream value chain are currently not assessed
in a structured manner. However, they have already
been qualitatively assessed for the upstream and
downstream value chain using the double materiality
analysis process.

When analysing physical climate risks, we look at
short-, medium-, and long-term time horizons.

In the context of risk management and for the double
materiality analysis, we define short term as the time
horizon up to 2025 (0-1 year). This time frame relates
to our regular financial and business planning rou-
tines as well as to existing and readily foreseeable
regulatory requirements.

The medium term (> 1-3 years) is the time horizon
that goes beyond our regular business planning
cycles. This time horizon is within the framework of
our Sustainability Commitments 2030, which were
defined in line with the UN Sustainable Development
Goals. We have drawn up a CO, roadmap that sets
out the path to CO, reduction for each plant by 2030.
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We define long term as the time frame beyond three
years and typically up to at least 2050. This includes
investments in property, plant and equipment, re-
search and development for new products, or strate-
gic investments in new technologies, such as carrying
out research into and scaling up carbon capture and
recarbonation, i.e. returning CO, to the cement and
concrete material cycle by absorption CO, from the
ambient air, which is absorbed by the concrete. This

Group-wide physical climate risks scenario analysis

time horizon is decisive for achieving the targets of
the Paris Agreement.

To identify the physical climate risks that are already
significant today, we began using the third-party tool
to identify climate-related hazards back in 2022.
Based on risk exposure and strategic importance, we
identified around 100 plants and examined them in
detail.

SSP1

Risk Current

SSP2

SSP5

Tropical °
cyclone
River flood ®

Chronic

Fire weather ® ® ®

Drought stress [

Heat stress

Precipitation
stress

Cold stress

® low medium

1) Missing dots in the graph indicate that no specific assessment is available.

@ high

We also carried out a desktop analysis, which includ-
ed cement plants with a correspondingly defined sum
insured, the outcome of which led to the inclusion of
further physical climate risks in the modelling. The
findings were made available to the respective
plants. At country level, these findings were verified
and compared with country-specific findings and ex-
periences. Past climate events as well as possible
future climate-related physical events were included
in the analysis, including potential impacts on the re-
sult from current operations before depreciation and
amortisation (RCOBD), the carrying amount, and im-
pairments. The plants in the respective Group coun-
tries are now tasked with developing location-specif-
ic adaptation measures for the critical risks, including
necessary investment plans.

In addition to the analysis of physical climate risks
based on the risk management process, we also
performed an analysis of the above-described SSP
scenarios for the periods 2030, 2040, and 2050. This
was based on the SSP1 scenario where the 2°C target
is achieved, the SSP2 scenario as a “Middle of the
Road” pathway, and the SSP5 “worst-case” scenario
that assumes an increase in greenhouse gas emis-
sions. The deviation in the time horizons used is due
to the fact that the analysis of physical risks is part-
ly based on the time horizons defined in the general
risk management process, whereas the scenario
analysis represents a longer-term perspective cover-
ing various future scenarios.
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There are significant geographical variations in phys-
ical climate risks. The consequences of climate-relat-
ed hazards, such as extreme weather scenarios, can
lead to damage to our production sites, interrupt the
supply to our customers, or have adverse impacts on
the supply of upstream products to our plants. Pre-
Cipitation stress and heat stress are among the most
important chronic climate risks. Flooding is the most
significant acute risk to our business activities. Until
2030, this picture will remain largely unchanged.

The risk exposure to drought will increase significant-
ly. Depending on the scenario, the proportion of lo-
cations exposed to the climate risk of drought will
rise by 2040 and 2050. In terms of drought stress,
there are significant differences between the SSP2
and SSP5 scenarios. The modelling for SSP5 indicates
that our risk exposure would double.

Similar developments are also predicted for other
chronic climate risks, such as heat stress and precip-
itation stress. According to the scenarios, our loca-
tions in Asia and Africa would be particularly affected
by drought and heat as greenhouse gas concentra-
tions continue to rise. More northerly regions, such as
North America and Europe, on the other hand, would
suffer more from precipitation stress.

If we analyse acute risks such as tropical cyclones
and river flooding up to 2040 and 2050, these re-
main largely stable. Tropical storms occur mainly in
Africa, Asia, and Australia. The risk of flooding, on the
other hand, tends to affect the northern hemisphere.
The relative stability of the acute risks reveals that
the impacts of climate change are already being felt
today.
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Transition risks

Internal subject matter experts carry out a qualita-
tive climate-related scenario analysis along the en-
tire value chain in order to identify short-, medium-,
and long-term transition risks and opportunities. To
this end, a working group assesses the transition
risks and opportunities as low, medium, and high, de-
pending on the transition topic, and globally for the
periods 2030, 2040, and 2050. In a deviation from
the physical climate-related risks, evaluations are
based on the SSP1-1.9 scenario. However, the SSP2
and SSP5 scenarios continue to be used as the basis
for assessment.

The general risk management approach for climate-
related transition risks also includes the likelihood
and potential scale of the risk. With regard to transi-
tion risks, we generally look at permanent changes
rather than ad hoc events that have only a short-
term impact. Possible legal cases are an exception.

The scenarios may be influenced by additional fac-
tors that go beyond the assumptions taken into con-
sideration. Many of the factors listed are already
taken into account by Heidelberg Materials in order
to strengthen the company’s resilience.

Assuming no changes are made, it would take
considerable effort to bring the current situation, in
which cement plants use old, energy- and thus emis-
sion-intensive production processes, into line with
progress towards a net-zero economy. To make our
business activities compatible with the necessary
transition to a net-zero economy and actively man-
age transition risks, we are already pursuing numer-
ous initiatives. These include our activities in relation
to carbon capture, utilisation, and storage, invest-
ments in the circular economy, and our use of renew-
able energies.

Scenario analysis - climate transition risks and opportunities
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Transition subject

Energy source

Emissions, policy incentives/carbon
markets, decentralised energy generation

Markets

Customer behaviour, cost of raw materials,
new markets

Policy and legal

Price of GHG emissions, emissions-
reporting obligations, regulation of
products and services

Products and services

Carbon footprint of goods and services,
climate adaption, portfolio of business
activities

Reputation

Sector image, stakeholder concern/
feedback, consumer preferences

Resilience

Renewable energy, adoption of energy-
efficency measures, resource substitutes/
diversification

Resource efficiency

Production & distribution processes,
building/recycling, modes of transport

Technology

Change in products and services,
investment in new technologies, carbon
footprint of new technologies

Transition risks: financial risks that arise from
efforts to transition to a lower-carbon economy

Best case
Timeframe “The 1.5°C Pathway”
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® Transition opportunities: potential positive financial

effects arising from climate change for an entity
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