Important Notice

General Restrictions
THE INFORMATION CONTAINED IN THIS DOCUMENT IS NOT FOR PUBLICATION OR
DISTRIBUTION, NEITHER IN WHOLE OR IN PART, TO, FROM OR WITHIN THE
UNITED STATES OF AMERICA OR OTHER COUNTRIES WHERE SUCH PUBLICATION
OR DISTRIBUTION WOULD BE IN VIOLATION OF THE RELEVANT LAWS OF THE RESPECTIVE COUNTRY.
TO PURCHASE THE BONDS, INVESTORS MUST COMPLY WITH ALL APPLICABLE
LAWS AND REGULATIONS IN FORCE IN ANY JURISDICTION IN WHICH INVESTORS
PURCHASE, OFFER, SELL OR EXERCISE THE BONDS OR POSSESS OR DISTRIBUTE
THIS DOCUMENT. INVESTORS MUST ALSO OBTAIN ANY CONSENT, APPROVAL OR
PERMISSION REQUIRED BY SUCH JURISDICTION FOR INVESTORS TO PURCHASE,
OFFER, SELL OR EXERCISE ANY OF THE BONDS UNDER THE LAWS AND REGULATIONS IN FORCE IN ANY JURISDICTION TO WHICH INVESTORS ARE SUBJECT.
NONE OF THE ISSUER, ITS RESPECTIVE AFFILIATES OR THE LEAD MANAGER OR
ANY SELLING AGENTS WILL HAVE ANY RESPONSIBILITY THEREFORE.
This document and its content are not addressed to, and not designated to be accessed by, any
person located in the United States of America, Japan, Canada, New Zealand, Australia, or any
other jurisdiction in which accessing this document or its content is not permitted.
This document does not constitute a public offer. In particular, it does not constitute a public offer
to sell or a public offer or solicitation of an offer to acquire, purchase or subscribe for any bonds,
shares or other securities. The public offer is governed solely by the German version of the securities prospectus approved by the German Federal Financial Supervisory Authority (BaFin) and
published on 15 November 2019 on the website of PREOS Real Estate AG (www.preos.de) in
the "Investor Relations" section as well as the German version of the subscription offer published
in the German Federal Gazette on 18 November 2019. Only the German versions of the securities
prospectus and the subscription offer will contain the information for investors required by law.
Investors are recommended to read the German version of the securities prospectus, which has
been audited by BaFin for completeness, coherence and comprehensibility, as it is available on
the website of PREOS Real Estate AG (www.preos.de) in the "Investor Relations" section before
they decide to acquire or dispose of bonds or shares of PREOS Real Estate AG in order to fully
understand the potential risks and opportunities of the investment decision, and to make an investment decision only using all available information about the company after consultation with
their own lawyers, tax advisers and/or financial advisers. It is noted that approval of the securities
prospectus by BaFin is not to be construed as an endorsement of the securities.
A public offer of the securities mentioned in this document will be made exclusively on the basis
of and in accordance with the German version of the securities prospectus and only in the Federal
Republic of Germany.
The publication, dispatch, distribution, and dissemination of this document, or of a summary or
other description of the terms set forth therein, may be subject to legal restrictions. Therefore, this
document must neither be published, dispatched, distributed, or disseminated by third parties,
neither directly nor indirectly, if and to the extent such publication, dispatch, distribution or dissemination would constitute a violation of any applicable laws or where such publication, dispatch, distribution or dissemination is subject to administrative proceedings, permissions or other
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prerequisites. This also applies to any summary or other description of the terms set forth in this
document.
The securities mentioned in this document are, and will be, registered neither under the U.S. Securities Act of 1933 nor with any securities regulatory authority of any individual states of the
United States of America. Unless a registration has been obtained, or exemptions from the registration requirements apply, under the U.S. Securities Act of 1933 or the laws of an individual state
of the United States of America, or relating to a transaction not subject to the U.S. Securities Act
of 1933 and in any event in accordance with the relevant laws of the individual states of the United
States of America, the securities mentioned in this document must not be (neither directly nor
indirectly) offered, sold, exercised, pledged, transferred or delivered within or to the United States
of America or to, or on behalf of, or to the benefit of, a U.S. person (as defined in Regulation S
under the Securities Act of 1933).
In some jurisdictions, it may be unlawful to access this document. In other jurisdictions, only
specific groups of persons might be entitled to access this document. Persons who intend to access
this document outside of the Federal Republic of Germany are requested to inform themselves
about prohibitions and restrictions existing outside of the Federal Republic of Germany and to
comply with any such prohibitions and restrictions.
Selling Restrictions
In the mandate agreement, the Lead Manager (futurum bank AG, Frankfurt am Main) has undertaken to comply with all applicable rules and regulations in force in any jurisdiction in which it
conducts selling or other activities in connection with the issue of the convertible bonds of the
Convertible Bond 2019/2024 of PREOS Real Estate AG (the "Bonds" and collectively the "Convertible Bond 2019/2024") or in which it holds or distributes this document or other documents
relating to the placement of the Bonds.
European Economic Area
Beyond the public offer in Germany governed by the German version of the securities prospectus
approved by the German Federal Financial Supervisory Authority (BaFin) and published on
15 November 2019 on the website of PREOS Real Estate AG (www.preos.de) in the "Investor
Relations" section, no offer of Bonds is made in any Member State of the European Economic
Area except where such offer
(i) is directed solely to qualified investors within the meaning of Article 2(e) of Regulation (EU)
2017/1129; or
(ii) for some other reason does not require publication of a securities prospectus or any supplement by the issuer pursuant to Regulation (EU) 2017/1129.
For the purposes of this provision and in accordance with Regulation (EU) 2017/1129, the expression “offer” means a communication to persons in any form and by any means, presenting
sufficient information on the terms of the offer and the Bonds to be offered, so as to enable an
investor to decide to purchase or subscribe for those Bonds.
Each subscriber for or purchaser of the Bonds in the private placement will be deemed to have
represented, acknowledged and agreed that it is a “qualified investor” within the meaning of Article 2(e) of Regulation (EU) 2017/1129. PREOS Real Estate AG, the Lead Manager and any
selling agents and their affiliates will rely upon the truth and accuracy of the foregoing representation, acknowledgement and agreement.
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United States of America
Neither the Bonds nor the shares to be delivered in the event of a conversion have been or will be
registered under the U.S. Securities Act of 1933, as amended from time to time (the “Securities
Act”), or with any securities regulatory authority of any individual states of the United States of
America. Unless a registration has been obtained, or exemptions from the registration requirements apply, under the Securities Act or the laws of an individual state of the United States of
America, or relating to a transaction not subject to the Securities Act and in any event in accordance with the relevant laws of the individual states of the United States of America, neither the
Bonds nor the shares to be delivered in the event of a conversion may be (neither directly nor
indirectly) offered, sold, exercised, pledged, transferred or delivered within or to the United States
of America or to, or on behalf of, or to the benefit of, a U.S. person (as defined in Regulation S
under the Securities Act).
Neither the Lead Manager nor PREOS Real Estate AG nor any “affiliate” within the meaning of
Rule 405 of the Securities Act, directly or through any person acting on their behalf, has taken or
will take any action that constitutes directed selling efforts within the meaning of Rule 902(c) of
Regulation S under the Securities Act.
United Kingdom
The Lead Manager will
(i) only communicate or cause to be communicated an invitation or inducement to engage in
investment activity within the meaning of section 21 of the UK Financial Services and Markets Act 2000, as amended from time to time (“FSMA”), in connection with the issue or sale
of the Bonds solely in circumstances in which section 21 (1) FSMA does not apply to PREOS
Real Estate AG; and
(ii) comply with all applicable provisions of the FSMA with respect to anything done by it in
relation to the Bonds in, from or otherwise involving the United Kingdom.
Members of the public are not eligible to take part in the private placement. Recipients of this
document are not permitted to transmit it to any other person. Persons distributing this document
must satisfy themselves that it is lawful to do so. The Bonds are not offered to the public in the
United Kingdom.
Switzerland
Neither this document nor any other offering or marketing material relating to the Bonds or the
offering may be publicly distributed or otherwise made publicly available in Switzerland.
Neither this document nor any other offering or marketing material relating to the offering,
PREOS Real Estate AG or the Bonds have been or will be filed with, or approved by, any Swiss
regulatory authority.
Representations
You are advised to consult legal counsel prior to making any offer, purchase, sale, pledge or other
transfer of any of the Bonds.
By purchasing Bonds, you will be deemed to have made the following acknowledgments, representations to, and agreements with, the issuer, the Lead Manager and any selling agents:
1)

You understand and acknowledge the General Restrictions and Selling Restrictions set
forth above.
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2)

You represent that
a)

you are a “qualified investor” within the meaning of Article 2(e) of Regulation (EU)
2017/1129; and

b)

you are neither a “U.S. person” (as defined in Regulation S under the U.S. Securities
Act) nor purchasing for the account of, on behalf of, or to the benefit of, a U.S.
person, and you are purchasing Bonds in an offshore transaction in accordance with
Regulation S.

3)

You acknowledge that none of the issuer, the Lead Manager, any selling agent or any person representing the issuer, the Lead Manager or any selling agent, has made any representation to you with respect to the issuer or the offering, other than the information contained
in the German version of the securities prospectus approved by BaFin and published on
15 November 2019 on the website of the issuer (www.preos.de) in the "Investor Relations"
section. Accordingly, you acknowledge that no representation or warranty is made by the
issuer, the Lead Manager, any selling agent or any person representing the issuer, the Lead
Manager or any selling agent, as to the accuracy or completeness of such materials. You
agree that you have had access to such financial and other information concerning the issuer
and the Bonds as you have deemed necessary in connection with your decision to purchase
Bonds, including an opportunity to ask questions and request information from the issuer.

4)

None of the issuer, the Lead Manager, any selling agent or any person representing the
issuer, the Lead Manager or any selling agent, is undertaking to provide impartial investment advice, or to give advice in a fiduciary capacity, in connection with the acquisition of
any Bonds.

5)

You acknowledge that the issuer, the Lead Manager, any selling agent and others will rely
upon the truth and accuracy of the above acknowledgments, representations and agreements. You agree that if any of the acknowledgments, representations or agreements you
are deemed to have made by your purchase of Bonds are no longer accurate, you will
promptly notify the issuer (PREOS Real Estate AG). If you are purchasing any Bonds as a
fiduciary or agent for one or more investor accounts, you represent that you have sole investment discretion with respect to each of those accounts and that you have full power to
make the above acknowledgments, representations and agreements on behalf of each account.

Forward Looking Statements
This document includes forward looking statements within the meaning of the securities laws of
certain jurisdictions. These forward looking statements include, but are not limited to, all statements other than statements of historical facts contained in this document, including, without
limitation, any statements regarding the issuer’s or its group’s future financial position and results
of operations, its strategy, plans, objectives, goals and targets, future developments in the markets
in which the issuer or its group participates or seeks to participate or anticipated regulatory
changes in the markets in which the issuer or its group operates or intends to operate. In some
cases, you can identify forward looking statements by terminology such as “aim”, “anticipate”,
“believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “ongoing”, “plan”, “potential”, “seek”, “should”, “targets” or “will” or the negative of such terms or other variation or
comparable terminology.
By their nature, forward looking statements involve known and unknown risks, uncertainties and
other factors because they relate to events and depend on circumstances that may or may not occur
in the future. Forward looking statements are not guarantees of future performance and are based
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on numerous assumptions, and the issuer’s and its group’s actual results of operations, including
their financial condition and liquidity and the development of the industry in which they operate,
may differ materially from (and be more negative than) those made in, or suggested by, the forward looking statements contained in this document. In addition, even if the issuer’s and its
group’s results of operations, including their financial condition and liquidity and the development of the industry in which they operate, are consistent with the forward looking statements
contained in this document, those results or developments may not be indicative of results or
developments in subsequent periods. Important risks, uncertainties and other factors that could
cause these differences include, but are not limited to:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

a potential lack of attractive properties or participations available for purchase;
a risk of a decrease in rent levels or compression of yields;
a tenant concentration;
a potential lack of suitable and solvent tenants;
risks associated with the value of properties or portfolio;
maintenance and modernization costs;
an unavailability of external service providers for management of properties;
financial risks in connection with residual pollution;
an invalidity of lease agreements;
a risk of restitution or compensation claims due to unlawful expropriation;
a loss of key personnel;
an IT or communication system failure or data loss;
an insufficient insurance coverage;
tax risks associated with tax audits and loss carry forwards;
debt service obligations; and
other factors, particularly those discussed in the section “Risk Factors” of this document.

The risks described in the “Risk Factors” section of this document are not exhaustive. Other sections of this document describe additional factors that could adversely affect the issuer’s or its
group’s business, financial condition and results of operations. Moreover, the issuer and its group
operate in a highly competitive industry.
New risks may emerge from time to time, and it is not possible to predict all such risks and their
impact on the issuer’s and its group’s business or the extent to which any factor, or combination
of factors, may cause actual results to differ materially from those contained in any forward looking statements.
You are urged to carefully and fully read this document and the German version of this document
for a more complete discussion of the factors that could affect the issuer’s or its group’s future
performance. In light of these risks, uncertainties and assumptions, the forward looking statements described in this document may not be accurate or occur at all. Accordingly, prospective
investors should not place undue reliance on these forward looking statements, which speak only
as of the date on which the statements were made (and in any case no later than the date of this
document (15 November 2019)). In addition, from time to time, the issuer and its representatives
have made or may make forward looking statements orally or in writing. These forward looking
statements may be included in, but are not limited to, press releases (including on the issuer’s
website), reports to its security holders and other communications. Although the issuer believes
that the expectations reflected in such forward looking statements are reasonable, there can be no
assurance that such expectations will prove to be correct.
None of the issuer, the Lead Manager, any selling agent or any person representing the issuer, the
Lead Manager or any selling agent, undertakes any obligation, or intends, to update or revise any
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forward looking statements or risk factors, whether as a result of new information, future events
or developments or otherwise, unless required by applicable mandatory law. All subsequent written and oral forward looking statements attributable to the issuer or to persons acting on its behalf
are expressly qualified in their entirety by the cautionary statements referred to above or contained
elsewhere in this document.
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NON-BINDING CONVENIENCE TRANSLATION
Important: The following is a non-binding convenience translation of the securities prospectus (Wertpapierprospekt), the German version of which was approved by the German Federal Financial Supervisory Authority (BaFin) and published on 15 November 2019 on the
website of PREOS Real Estate AG (www.preos.de) in the “Investor Relations” section, from
German into English and is not a substitute for the original German version. The accuracy
or completeness of this translation is not guaranteed.
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Non-binding Convenience Translation from German into English

Securities Prospectus
for a public offering
of
192,244
convertible bonds in bearer form with a principal amount of EUR 1,000 each, which rank pari
passu among themselves, have a maturity date of 9 December 2024, a notional interest rate of
7.5% p.a. and a redemption amount of 105% of the principal at maturity, originating from the
issue of a convertible bond in respect of which shareholders are entitled to exercise subscription
rights, such issue having been resolved by the Executive Board with the Supervisory Board's
consent on 8 November 2019,
with each convertible bond being eligible for conversion (during certain conversion periods)
into no-par value ordinary registered shares in PREOS Real Estate AG,
with each such share representing a notional interest in the share capital of EUR 1.00
and carrying full dividend rights from the financial year in which they are issued,
for an initial conversion price of EUR 9.90 per share
Subscription Price per convertible bond: EUR 1,000
Convertible Bond 2019/2024
ISIN: DE000A254NA6
WKN: A254NA
of

PREOS Real Estate AG
Leipzig, Federal Republic of Germany
The Issuer meets the criteria for classification as a small and medium-sized enterprise (SME).
The degree of information published in this Prospectus meets the requirements for EU Growth
Prospectuses (Article 15 of Regulation (EU) No 2017/1129).
15 November 2019
Warning regarding the validity of the Prospectus
In accordance with Article 12(1) of Regulation (EU) No 2017/1129, this Prospectus shall be valid for 12 months after its approval
by the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, "BaFin") for offers to the
public (or admissions to trading on a regulated market), provided that it is completed by any supplement required pursuant to Article 23 of Regulation (EU) No 2017/1129. As such, this Prospectus shall be valid until 15 November 2020. This means that, as from
16 November 2020, it will no longer be valid for offers to the public (or admissions to trading on a regulated market). The obligation to supplement the Prospectus in the event of significant new factors, material mistakes or material inaccuracies will no longer
apply when the Prospectus is no longer valid. Notwithstanding the foregoing, the obligation to supplement the Prospectus pursuant
to Article 23 of Regulation (EU) No 2017/1129 in the present case generally only applies in the event of significant new factors,
material mistakes or material inaccuracies relating to the information included in this Prospectus which may affect the assessment
of the securities and which arise or are noted between the time when the Prospectus is approved and the closing of the Offer Period.
The public offering to which this Prospectus relates ends on 4 December 2019. After this date, there is no obligation to update or
supplement the Prospectus pursuant to Article 23(1) of Regulation (EU) 2017/1129.
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I.

SPECIFIC SUMMARY FOR THE EU GROWTH PROSPECTUS

SECTION 1 – Introduction
1.1

Name and securities identification number (ISIN) of the securities

1.2

300,000 Bonds in bearer form ranking pari passu among themselves, and having a
principal amount of EUR 1,000 each and a maturity date of 9 December 2024. Securities identification number (ISIN): DE000A254NA6
Identity and contact details of the Issuer, including its legal entity identifier (LEI)

1.3

The Issuer is PREOS Real Estate AG, with its registered office in Leipzig and business
address at Landsteinerstraße 6, 04103 Leipzig. The Issuer may be contacted at +49 (0)
341-261787-790. The Issuer's website is www.preos.de, its legal entity identifier (LEI)
is 391200XQHDMPACO9BG32.
Identity and contact details of the competent authority approving the prospectus

1.4

This Prospectus has been approved by the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, "BaFin"), Marie-CurieStraße 24-28, 60439 Frankfurt am Main, Germany.
Date of approval

1.5

This Prospectus was approved on 15 November 2019.
Warnings

1.5.1

Statements by the Issuer
a) The summary should be read as an introduction to the EU Growth prospectus, and
any decision to invest in the securities should be based on consideration of the EU
Growth prospectus as a whole by the investor.
b) Investors could lose all or part of the capital invested.
c) Any investor who wishes to file suit based on the information contained in any EU
Growth prospectus might, under the national law of their member state, have to bear
the costs of translating the Prospectus before proceedings can be initiated.
d) Civil liability attaches only to those persons who have tabled the summary including
any translation thereof, but only where the summary is misleading, inaccurate or
inconsistent, when read together with the other parts of the EU Growth prospectus,
or where it does not provide, when read together with the other parts of the EU
Growth prospectus, key information in order to aid investors when considering
whether to invest in such securities.
e) You are about to purchase a product that is not simple and may be difficult to understand.

SECTION 2 – Key information on the Issuer
2.1

Who is the Issuer of the securities?

2.1.1

Information about the Issuer
a) Legal form, law under which it operates and country of incorporation
The Issuer is a German stock corporation (Aktiengesellschaft). It was incorporated in
the Federal Republic of Germany and is subject to German law. The Issuer is registered
in the commercial register of the Local Court (Amtsgericht) of Leipzig under
HRB 34786.
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b) The Issuer's principal activities
The Issuer primarily invests in high-yield real estate, focussing on the German office
real estate market. The properties are not held by it directly, but through property companies. As the holding company, the main management functions of the Group are
bundled within its organisation. In the course of managing and optimising its property
portfolio, it primarily calls on the services of publity AG and external asset and property managers. If the value of its properties is successfully boosted and attractive sales
opportunities arise, the properties may be sold. The Issuer also holds NPL (non-performing loan) portfolios through its subsidiaries, and it manages and realises these portfolios, again primarily with the assistance of publity AG.
c) Major shareholder
The Issuer is directly controlled by publity AG. This entity holds approximately
93.15% of the shares in the Issuer as at the date of this Prospectus. The CEO of publity
AG, Thomas Olek, in turn holds more than 80% of the shares in publity AG.
d) CEO of the Issuer
The CEO of the Issuer is Frederik Mehlitz.
2.2

What is the key financial information regarding the Issuer?

2.2.1

Income, profitability, assets, capital structure, cash flows
Income statement data (HGB)
1 Jan. - 31 Dec. 2018
1

Sales (in EUR '000)

2
3

1 Jan. - 31 Dec. 2017

112

182

Profit/loss after tax (in EUR '000)

-4,139

1,836

Net income/net loss (in EUR '000)

-4,139

1,836

Balance sheet data (HGB)
31 Dec. 2018

31 Dec. 2017

Total assets (in EUR '000)

43,365

1,192

Equity (in EUR '000)

18,119

283

Net financial liabilities (in EUR '000) (unaudited; derived
from the relevant audited HGB annual financial statements)

24,239

829

Income statement data (IFRS)

Income from property management (rental income +
income from operating and
ancillary expenses) / total
revenue (in EUR '000)
Earnings before interest
and taxes (in EUR '000)
Comprehensive income (in
EUR '000)
Earnings per share (in
EUR)

1 Jan. - 30
Jun.
2019

1 Jan. - 30
Jun.
2018

(separate financial statements)

(interim consolidated financial statements)
(unaudited)

(interim consolidated financial statements)
(unaudited)

112

182

3,478

20

11,494

5,731

4,868

-479

2,973

-697

57,851

3,092

2,647

-664

264

-701

40,907

0.14

0.14

-26.56

0.01

-0.05

0.54

1 Apr. - 31
Dec.
2018

1 Jan. - 31
Dec.
2018

1 Jan. - 31
Dec.
2017

(consolidated
financial statements)

(separate financial statements)

1,039

1 Jan. - 30
Jun.
2019
(Pro forma financial information)
(unaudited)
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Balance sheet data (IFRS)
31 Dec.
2018

30 Jun. 2019

30 Jun. 2019

(separate financial statements)

(interim consolidated financial
statements)
(unaudited)

(Pro forma
financial information)
(unaudited)

50,149
24,902

1,189
280

118,481
47,935

777,855
249,151

24,239

829

58,863

516,751

(consolidated financial statements)

31 Dec.
2018

31 Dec.
2017

(separate financial statements)

98,785
25,917
70,309

Total assets (in EUR '000)
Equity (in EUR '000)
Net financial liabilities (in EUR
'000) (unaudited; derived from
the relevant IFRS financial information)

Selected data from the cash flow statement (IFRS)
In EUR '000

Net cash flow from operating activities
Net cash flow from financing activities
Net cash flow from investing activities

1 Apr. - 31
Dec. 2018

1 Jan. - 31 Dec. 1 Jan. - 31 Dec.
2018
2017 (separate fi-

1 Jan. - 30 Jun.
2019

1 Jan. - 30 Jun.
2018

(consolidated financial statements)

(separate financial
statements)

nancial statements)

(interim consolidated financial statements)
(unaudited)

(interim consolidated financial statements)
(unaudited)

-1,022

-1,497

-845

-3,317

1,013

41,492

43,975

427

14,823

-300

-60,187

-41,551

0

-2,380

-8,074

Pro forma financial information
In 2019, as part of an in-kind capital increase, the Issuer acquired 94.9% of the shares
in publity Investor GmbH, which publity AG contributed to the Issuer in return for the
issue of 47,450,000 new shares in the Issuer. This Prospectus contains pro forma financial information in relation to this acquisition (and various real estate transactions
by publity Investor GmbH), which provides a pro forma picture of the effects of the
relevant transactions on the Issuer's financial condition and results of operations. The
key adjustments relate to the amount recognised for intangible assets, the offsetting of
shares in affiliated companies and the amount recognised for equity attributable to the
owners of the parent.
2.3

What are the key risks that are specific to the Issuer?

2.3.1

The most material risk factors specific to the Issuer
Risks relating to the Issuer's financing structure
a) In order to continue to purchase properties, the Issuer is dependent on obtaining
sufficient funds from debt financing arrangements. If the Issuer is unable to conclude debt financing arrangements, this could have adverse effects on its business
and lead to an inadequate financial earnings base in the long term.
b) In the event that obligations under loan agreements are not met, the loans could
become due for early repayment or terminated, and the Issuer could potentially be
unable to secure refinancing in the short term. The Issuer may even be forced to sell
properties.
c) The high ratio of debt capital used to purchase properties carries the risk that if the
Issuer's financial circumstances deteriorate, it will not be able to afford to service
its debt. In this event, lenders could realise properties that have been used as security
for loans and/or compel the Issuer to sell them.
Risks relating to the Issuer's industry and business
d) The Issuer's financial performance depends to a material extent on publity AG, the
Issuer's parent company, which has been entrusted with the provision of asset management services. Any breakdown or discontinuation of relations with publity AG
or its key personnel could result in the Issuer no longer having access to suitable
properties, no longer being able to develop the properties in accordance with its
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property strategy, and no longer having access to suitable buyers during the sale
process.
e) Rising real estate prices could mean that the Issuer is unable to purchase properties
at reasonable market prices. On the other hand, falling real estate prices carry the
risk of impairment losses having to be recognised in respect of the Issuer's real estate assets and deterioration of the selling environment.
f) It cannot be ruled out that the Issuer will (continue to) carry out construction
measures in future. For example, building contractors have already been commissioned to renovate the property in Essen (where the Karstadt headquarters are located) for another tenant. A delay in completion, increased costs or the complete
failure of construction projects can result in the expected target return not being
achieved, or even a loss being incurred. Where completion is delayed, contractual
penalties may also be payable to tenants.
g) The loss or reduction of rental income, higher vacancy rates and the inability to
demand economically reasonable rents could have an adverse effect on the revenues
and the company valuation of the Issuer.
h) The Issuer could incorrectly assess the value of real estate. As a result, it may not
be possible to generate the planned income from an investment, or an investment
may subsequently turn out to be loss-making.
Risks relating to the NPL business
i) There is a risk that the debtors under the loans forming part of the NPL portfolio
held by publity Investor GmbH will default and that it will therefore be necessary
to recognise specific valuation allowances or write-downs.
Risks relating to the Issuer's shareholder structure
j) As at the date of this Prospectus, publity AG holds approximately 93.15% of the
shares in the Issuer and therefore holds an interest that suffices to pass even qualified majority resolutions at the Annual General Meeting. The CEO of publity AG,
Thomas Olek, in turn indirectly holds over 80% of the shares and voting rights in
publity AG. By virtue of his holdings, Mr Olek is able to exercise significant influence at Annual General Meetings of publity AG and indirectly at the Annual General Meetings of the Issuer, and thus enforce his interests against the interests of the
other shareholders
Risks related to the legal framework
k) The Issuer and/or its subsidiaries regularly represent and warrant the existence of
certain characteristics (warranted qualities) of the properties when entering into purchase agreements or leases. Should these warranted qualities be absent, this could
give rise to claims for damages.
Risks relating to potential breaches of the law in connection with the Issuer's previous
business
l) It is possible that claims will be brought against the Issuer based on its activities in
connection with its previous business, which was not controlled by the current management team.

SECTION 3 – Key information on the securities
The key information document reproduced on the following three pages contains the information
required under points (c) to (i) of Article 8(3) of Regulation (EU) No 1286/2014, whereby the
information referred to in Section 3 of Annex 23 of Delegated Regulation (EU) 2019/980 has
been substituted in this specific summary.
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Key Information Document
Purpose
This document provides you with key information about this investment product. It is not marketing material. The information is required
by law to help you understand the nature, risks, costs, potential gains and losses of this product and to help you compare it with other
products.
Product
Convertible Bond 2019/2024
WKN: A254NA / ISIN: DE000A254NA6
Product manufacturer: PREOS Real Estate AG, Leipzig (the Issuer) – http://www.preos.de
Further information is available by calling +49 (0) 341 261787 790
Competent authority: the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, "BaFin"),
Federal Republic of Germany
Date of the key information document: 13 November 2019
You are about to purchase a product that is not simple and may be difficult to understand.
1. What is this product?
Type
This product is a convertible bond issued under the laws of the Federal Republic of Germany. During certain periods defined in the Terms
and Conditions, you have the option of converting these bonds with a principle amount of EUR 1,000 into a certain number of no-par value
ordinary registered shares in PREOS Real Estate AG.
The conversion ratio is calculated by taking the entire principal amount of the bonds submitted by a bondholder for conversion and dividing
it by the conversion price applicable on the relevant conversion date.
The initial conversion price per share is EUR 9.90. The conversion ratio is therefore currently 1:101.0101. The conversion price and the
conversion ratio may be adjusted in future pursuant to the Terms and Conditions, which contain anti-dilution provisions in favour of bondholders, particularly in the case of corporate actions and dividend distributions by PREOS Real Estate AG.
Objectives
This product is designed to afford you a certain entitlement on predefined terms. Subject to the rights of termination set forth in the Terms
and Conditions, the product has a fixed term and matures on the redemption date. You receive fixed interest payments on the interest
payment dates. The interest payments are calculated based on the principal amount of the product and the interest rate per annum.
On the redemption date, you receive 105% of the principal amount, unless the bond has already been redeemed, converted or repurchased and cancelled. The repayment of 105% of the principal amount applies only in the event of redemption on the maturity date at the
end of the bond term. You could lose part of your investment if the amount you receive back plus the interest payments you received over
the term of the bond are less than what you paid for the product.
If you purchase the product during its term, you will have to pay a share of the accrued interest.
The Issuer is entitled to unilaterally terminate and redeem the product for an accreted repayment amount determined in accordance with
the Terms and Conditions plus accrued interest if the product of the share price and the number of shares that would have to be delivered
upon exercise of the conversion right, is equal to or exceeds 140% of the principal amount of the bonds and/or if the aggregate principal
amount of the outstanding bonds falls to 15% or less of the aggregate principal amount of the issued bonds.
Under the Terms and Conditions, certain dates listed below are adjusted if they do not fall on a business day. The amount of income that
investors receive, if any, may be affected if such dates are adjusted.
Fixed interest rate

7.5%

Principal amount

EUR 1,000

Interest period

The period from 9 December 2019 (inclusive) until the
first interest payment date (exclusive), and thereafter
from the respective interest payment date (inclusive)
until the next interest payment date (exclusive) or redemption date (exclusive).

Nominated currency

EUR

Interest
dates

9 Dec. 2020 (1), 9 Dec. 2021 (2), 9 Dec. 2022 (3), 9
Dec. 2023 (4), 9 Dec. 2024 (5)

Issue date

9 Dec. 2019

Redemption
(maturity)

payment
date

9 Dec. 2024
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Intended retail investor
The product is targeted at retail investors who are generally seeking to accumulate wealth and have a short to medium term investment
horizon. This product is suitable for investors with extensive knowledge of and/or experience with financial products. Investors should be
able to bear the full loss of their investment and should not be concerned about capital preservation.
2. What are the risks and what could I get in return?
Risk indicator
1

2

3

4

5

6

Lower risk

7

Higher risk
This risk indicator assumes that you hold the product until 9 December 2024 (maturity). If you liquidate your
investment early, the actual risk could be very different from the above, and in certain situations you may
receive less in return. You may not be able to sell the product easily or you may have to sell at a price that
substantially reduces your return.

The summary risk indicator is a guide to the level of risk of this product compared to other products. It shows how likely it is that the
product will lose money because of movements in the markets or because we are unable to pay you. We have classified this product as
5 out of 7, which is a medium high risk class. This rates the potential losses from future performance at a medium high level. Our ability
to pay you is likely to be adversely affected if market conditions are unfavourable.
You are entitled to receive back at least 100% of your capital in the nominated currency. Any amounts in excess of that and additional
returns depend on market performance and are therefore uncertain. However, this protection from market performance does not apply if
you redeem the product prior to its maturity.
If we are unable to pay the amount you are entitled to, you could lose all of your invested capital.
Performance scenarios
Investment of
EUR 10,000
Scenarios
Stress scenario

What you might get back after costs
Average return each year

Unfavourable
scenario

What you might get back after costs

Moderate
scenario

What you might get back after costs

Favourable scenario

What you might get back after costs

Average return each year
Average return each year
Average return each year

1 year

3 years

until 9 Dec. 2024
(maturity) (recommended holding period)

EUR 2,913.92
-71.02%
EUR 6,847.34
-31.89%
EUR 9,732.24
-3.20%
EUR 14,522.13
44.44%

EUR 783.59
-57.28%
EUR 4,994.40
-20.80%
EUR 9,454.69
-2.03%
EUR 18,881.09
23.38%

EUR 4.99
-78.17%
EUR 3,930.57
-17.13%
EUR 9,100.57
-1.97%
EUR 22,775.85
17.77%

The scenarios shown are based on methods of calculation prescribed by law. They could produce implausible figures which do not provide
any indication of actual payments.
This table shows the money you could get back up until maturity, under different scenarios, assuming that you make an initial investment
of EUR 10,000. The scenarios shown illustrate how your investment could perform. You can compare them with the scenarios of other
products. The scenarios presented are an estimate of future performance based on past changes in the benchmark for this investment,
and are not an exact indicator. The stated figures are not guaranteed and do not represent maximum or minimum amounts. What you get
will vary depending on how the overall market performs and how long you hold the product. The stress scenario shows what you might
get back in extreme market circumstances, and it does not take into account the situation where we are unable to pay you. This product
cannot be readily cancelled. It is therefore difficult to predict how much you would get back if you cash in the product prior to the end of
the recommended holding period. You may not be able to cash in the product early, or you may incur a substantial loss if you cash in
early. The figures shown include all the costs of the product itself but do not include all the costs that you may have to pay to your advisor
or distributor. The figures do not take into account your personal tax situation, which may also affect how much you get back.
3. What happens if PREOS Real Estate AG, Leipzig, is unable to pay out?
Investors bear the risk of the Issuer being unable to meet its obligations in respect of the product, e.g., in the event of insolvency (insolvency/over-indebtedness). There is a risk that you could lose all of your investment. The product is a convertible bond and does not as
such fall under any guarantee scheme.
4. What are the costs?
The Reduction in Yield ("RIY") shows what impact the total costs you pay will have on the investment return you might get. The total costs
take into account one-off, ongoing and incidental costs.
The amounts shown here are the cumulative costs of the product itself, for three different holding periods. The figures assume you make
a single investment of EUR 10,000. The figures are estimates and may change in the future. The costs shown are maximum amounts
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Costs over time
Investment of EUR 10,000
Scenarios

If you cash in after 1
year

If you cash in after 3 years

If you cash in on 9 Dec. 2024
(maturity) (recommended
holding period)

EUR 104

EUR 204

EUR 304

1.04%

0.68%

0.61%

Total costs
Impact on return (RIY) per year

The person selling you or advising you about this product may charge you other costs. If so, this person will provide you with information
about these costs, and show you the impact that all costs will have on your investment over time.
Composition of costs
The table below shows:
• the impact each year of the different types of costs on the investment return that you might get at the end of the recommended holding
period;
• the meaning of the different cost categories.
This table shows the impact on return (RIY) per year
One-off costs

Ongoing costs

Entry costs

0.54%

The impact of the costs payable when you acquire
your investment. The costs shown are estimated
maximum amounts.

Exit costs

0.00%

The impact of the costs incurred when you dispose
of your investment upon maturity.

Portfolio transaction costs
Other ongoing costs

Incidental costs

0.50%

not applicable
The impact of the costs that we take each year for
managing your investments.

Performance fees

-

not applicable

Carried interests

-

not applicable

Actual costs could be different from those shown above, because they depend on how your individual agreement is drafted.
5. How long should I hold it and can I take my money out early?
Recommended holding period: 9 Dec. 2024 (maturity)
The product is designed to offer you the entitlements described under "1. What is this product?" If you hold the product until maturity, you
will be entitled to receive 105% of the principal amount, plus accrued but not yet paid interest. Alternatively, you have the option of
exercising the conversion right described above under "1. What is this product?" during the periods defined in the Terms and Conditions.
If you wish to take out your money early, you also generally have the option of selling the product on the open market or over-the-counter,
or by way of a private sale.
Stock exchange listing (Open
Market)

Deutsche Börse AG (Frankfurt Stock Exchange)

Price quote

Percentage of
par value

Smallest tradable unit

1,000

Nominated currency

EUR

If you sell the product prior to the end of the recommended holding period, the amount you would then receive may be less (potentially
substantially less) than the amount you would have received otherwise. Buying or selling the product may become temporarily more
difficult and/or suspended or completely impossible in the case of out-of-the-ordinary market events or technical disruptions.
6. How can I complain?
If you have a complaint about a person who is advising on or selling the product, you should pursue that complaint with the relevant person
directly. If you have any complaints about the product or conduct of the Issuer, you may lodge your complaint in text form by writing to:
PREOS Real Estate AG, Landsteinerstraße 6, 04103 Leipzig, Germany, e-mail: info@preos.de, website: http://www.preos.de/investor/kontakt.
7. Other relevant information
Additional information about the product, particularly the Terms and Conditions, are available on the Issuer's website (http://www.preos.de)
in the "Investor Relations" section under "Convertible Bond 2019/2024". Investors should read the documents published there for more
detailed information, particularly information on the structure of the product and the risks associated with purchasing the product.
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SECTION 4 – Key information on the offer of securities to the public
4.1

Under which conditions and timetable can I invest in this security?
Conditions and timetable of the Offering
The Offering of the Bonds consists of (i) a public offering in the form of a rights offering to the Company's shareholders and holders of subscription rights in the period from 19 November 2019 until 2
December 2019 (both dates inclusive) (the "Rights Offering") and (ii) a general public offering in the
period from 19 November 2019 until 4 December 2019 (both dates inclusive) (the "General Public
Offering") (the Rights Offering and the General Public Offering collectively referred to as the "Public
Offering"). The Public Offering shall be conducted exclusively in Germany. With the Supervisory
Board's consent, the Executive Board set the subscription price for the Rights Offering and the issue
price for the General Public Offering at EUR 1,000 per Bond, thus at 100% of the principal amount of
the Bonds. The Bonds are to be included in trading on the Open Market (Freiverkehr) of the Frankfurt
Stock Exchange.
The statutory pre-emptive subscription right is afforded to shareholders eligible to subscribe by virtue
of offering the Bonds for subscription to the Beneficiaries as stipulated in a Rights Offering to be published in the German Federal Gazette (Bundesanzeiger) for a Subscription Price of EUR 1,000 per Bond
subject to a conversion ratio of 238:1 (238 old shares entitle the holder to subscribe for 1 Bond). However, shareholders can only subscribe for a whole Bond or a multiple thereof. Shareholders are requested to exercise their right to subscribe for the Bonds through their custodian in the period between
19 November 2019 and 2 December 2019 (both dates inclusive) by giving notice to Bankhaus Gebr.
Martin Aktiengesellschaft, Göppingen, acting as the Subscription Agent's settlement agent.
In addition to their statutory pre-emptive subscription right, the Company's shareholders shall also be
granted an over-subscription right for Bonds with respect to which the Company's shareholders have
not exercised their subscription rights. The Over-subscription Option may be exercised during the Subscription Period. If Over-subscription Notices are submitted for more Bonds than are available, the
unsubscribed Bonds shall be allotted in proportion to the respective over-subscription as a percentage
of the total over-subscriptions submitted.
Subscription rights (including the Over-subscription Option) that are not exercised within the prescribed period will expire worthless. Shareholders may make inquiries with their custodian banks from
4 December 2019 onwards about the number of Bonds allotted to them.
Bonds which are not subscribed for under the Rights Offering shall, concurrently with the Rights Offering albeit subject to the exercise of subscription rights (including the Over-subscription Option) by
the Beneficiaries, be offered to interested investors for subscription in the context of the General Public
Offering in Germany. The General Public Offering shall be settled via the Subscription Functionality
of Deutsche Börse AG in the XETRA trading system for collection and settlement of subscription orders. At the same time, the Lead Manager will offer the unsubscribed Bonds to potential investors for
purchase in the context of the General Public Offering. The Company and the Lead Manager reserve
the right to specify additional subscription channels. In order to subscribe using the Subscription Functionality, investors must place their buy orders during the Offer Period (19 November 2019 - 4 December 2019) through a custodian bank which (i) is admitted as a trading participant on the Frankfurt Stock
Exchange or has access to trading via a Trading Participant admitted to the Frankfurt Stock Exchange;
(ii) has a Xetra connection; and (iii) is authorised and able to use the Subscription Functionality on the
basis of the terms of use of Deutsche Börse AG. In such case, the Trading Participant will enter a buy
order via the Subscription Functionality on the investor's behalf. ICF BANK AG Wertpapierhandelsbank, Frankfurt am Main, acting as Order Book Manager, will collect the buy orders from the Trading
Participants in the order book, close the order book on 4 December 2019 at 12:00 noon (CET) and,
after any processing that may be required, transmit the buy orders it receives to the Paying Agent. In
the case of any over-subscriptions, buy orders may be cancelled.
Allotment
Subscriptions under the Rights Offering (including the Over-subscription Option) will be given preferential treatment (see above regarding allotments under the Rights Offering). An allotment under the
General Public Offering will be made only to the extent that Bonds are not subscribed for under the
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Rights Offering (including the Over-subscription Option). If valid buy orders are placed for more Bonds
than there are available, allotments under the General Public Offering shall be made on a first-come,
first-served basis. Otherwise, the allotment volume and allotment criteria shall be set by the Executive
Board in its due discretion. The Issuer may elect not to honour individual buy orders in full or at all.
Announcement of the outcome of the Offering
The outcome of the Public Offering (Rights Offering, including the Over-subscription Option, and the
General Public Offering) is expected to be published in the "Investor Relations" section of the Company's website on 6 December 2019 (www.preos.de).
Liquidation of unplaced Bonds
Bonds that are not subscribed in the context of the Rights Offering or the General Public Offering are
expected to be offered for purchase in the period from 5 December 2019 to 14 November 2020 exclusively to select qualified investors within the meaning of point (e) of Article 2 of Regulation (EU)
2017/1129 in the context of an International Private Placement in Germany and other select jurisdictions outside the United States of America in reliance on Regulation S of the U.S. Securities Act.
Dilution
Assuming that all 192,244 offered Bonds are placed and that all 300,000 Bonds (i.e. including the
Bonds issued under the Pre-placement Against the Contribution In Kind) are converted on the basis of
the initial conversion price of EUR 9.90 into shares in the Issuer, shareholders who do not exercise
their subscription rights would only hold approximately 70.28% of their existing interest in the Company's share capital in accordance with the articles of association and of their existing voting rights.
Their shareholding would thus be diluted by approximately 29.72%. The net carrying amount of the
Company's equity would then be approximately EUR 7.13 per share (calculated based on the
30,303,030 new shares resulting from full conversion of the Bonds, i.e. on a total of 101,966,718 outstanding shares of the Company). This would increase the net carrying amount of equity per share by
approximately EUR 1.17 (approximately 19.63%). The payable subscription price (EUR 1,000) divided
by the number of shares into which the Bonds can be converted would then be approximately EUR
2.77 or 38.85% above the approximately EUR 7.13 net carrying amount of equity per share.
Total costs and costs to investors
The Company estimates that the expected total costs will be approximately EUR 5,000,000. Investors
will not be charged for any of the Company's costs.
4.2
4.2.1

4.3
4.3.1

Why is this EU Growth Prospectus being produced?
Reasons for the offer, use of the issue proceeds
The Bonds are intended to be offered to the public. This necessitates the publication of this Prospectus.
The Issuer will generate maximum net issue proceeds from the offer of approximately EUR
187,244,000, which is intended to be used in particular to expand its real estate portfolio.
Who is the offeror and/or the person asking for admission to trading?
The Issuer is the offeror and the person asking for inclusion of the Bonds in trading on the Open Market
of the Frankfurt Stock Exchange.
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II.
1.

GENERAL INFORMATION

Responsibility for the content of the Prospectus

PREOS Real Estate AG (hereinafter also referred to as the "Issuer" or the "Company") with its
registered office in Leipzig and business address at Landsteinerstraße 6, 04103 Leipzig, Germany,
hereby assumes responsibility for the content of this Prospectus and states that, to the best of its
knowledge, the information contained in this Prospectus is in accordance with the facts and that
the Prospectus makes no omission likely to affect its import.
Notwithstanding Article 23 of Regulation (EU) No 2017/1129, the Issuer is under no legal obligation to update this Prospectus.
2.

Valuation reports

At the Issuer's request, the properties in the portfolio of the Issuer's Group, Ratingen 1, Cologne,
Krefeld, Roßdorf, Ratingen 2, Nieder-Olm, Sindelfingen, Grafing, Waltrop and Ratingen 3, have
been appraised by apollo valuation & research GmbH (Große Eschenheimer Str. 13, 60313 Frankfurt am Main) ("Apollo") using the income capitalisation approach (Ertragswertverfahren) in accordance with the German Regulation on the Valuation of Property of 19 May 2010 (Immobilienwertermittlungsverordnung, "ImmoWertV"). The findings of these valuations for the aforementioned portfolio properties as at the valuation date of 30 June 2019 are presented in a consolidated
summary report dated 25 October 2019, which has been reproduced in this Prospectus with Apollo's consent in the section "VALUATION REPORTS" from page M 2.
The valuation was performed by independent experts. Apollo employs publicly appointed and
sworn experts, including HypZert-certified experts. None of the experts holds a material interest
in the Issuer. The Issuer hereby confirms that no material changes have occurred with respect to
the valuation of the aforementioned portfolio properties since the respective valuation date.
Also at the Issuer's request, additional properties in the portfolio of the Issuer's Group, Frankfurt
(St. Martin Tower), Essen, Lüdenscheid, Mülheim and Oberhausen, have been appraised by Falk
Kehlitz, Dipl.-Ing. (FH), architect/HypZert (F)-certified expert for property valuation (JohannGeorg-Straße 25, 10709 Berlin) ("Kehlitz") using the income capitalisation approach (Ertragswertverfahren) in accordance with sections 17 to 20 of the German Regulation on the Valuation
of Property of 19 May 2010 ("ImmoWertV"). The findings of these valuations for the aforementioned portfolio properties as at the respective valuation date are presented in a consolidated summary report dated 14 October 2019, which has been reproduced in this Prospectus with Kehlitz's
consent in the section "VALUATION REPORTS" from page M 14.
The valuation was performed by independent experts. Kehlitz is a HypZert-certified expert and
employs HypZert-certified experts. None of the experts holds a material interest in the Issuer. The
Issuer hereby confirms that no material changes have occurred with respect to the valuation of
the aforementioned portfolio properties since the respective valuation date.
3.

Third-party information

This Prospectus contains industry, market and/or customer data as well as calculations taken from
industry reports, market research reports, publicly available information and/or commercial publications ("External Data"). External Data was relied on in particular for the information provided on markets and market developments.
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Although industry and market research reports, publicly available sources and commercial publications usually state that the information contained therein stems from sources which may be
considered reliable, the accuracy and completeness of such information is not guaranteed and the
calculations are based on numerous assumptions. These caveats therefore apply to the information
included in this Prospectus as well. The Company has not verified the accuracy of External Data.
As far as the Issuer is aware and able to ascertain from the information published by the respective
third parties, the third-party information contained in this Prospectus has been correctly reproduced and no facts have been omitted that would make it incorrect or misleading. Whenever third
party information is included, the source of such information is cited.
4.

Statements concerning approval by the competent authority

This Prospectus has been approved by the German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, "BaFin"), Marie-Curie-Straße 24-28, 60439 Frankfurt am Main, Germany, as the competent authority pursuant to Regulation (EU) No 2017/1129.
BaFin has approved this Prospectus solely with respect to the standards of completeness, comprehensibility and consistency under Regulation (EU) No 2017/1129.
The approval of this Prospectus should not be understood as a confirmation by the Issuer to which
this Prospectus relates.
The approval of this Prospectus should not be understood as a confirmation of the quality of the
securities to which this Prospectus relates.
Investors are advised to make their own assessment as to whether said securities are an appropriate investment.
This Prospectus has been drawn up as an EU Growth Prospectus in accordance with Article 15 of
Regulation (EU) 2017/1129.
5.

Rating

Neither the Company nor the bonds have been given a rating (see also the risk description "Risks
relating to ratings" in section XVI.2.d).
6.

Links

To the extent that this Prospectus contains any links, these are provided for information purposes
only; the information on the relevant websites does not constitute part of this Prospectus and has
not been reviewed or approved by BaFin.
7.

Rounding

Certain figures, financial information and market data (including percentages) contained in this
Prospectus have been rounded in accordance with normal commercial practice. Therefore, in
some cases the total amounts (subtotals, differences or figures referred to) in this Prospectus might
not match the underlying (unrounded) individual amounts stated elsewhere in this Prospectus. It
is also possible that in tables these rounded figures may not add up exactly to the overall total
contained therein.

19

III.

GENERAL INFORMATION ABOUT THE ISSUER

The Issuer is a stock corporation (Aktiengesellschaft) established under and governed by the laws
of the Federal Republic of Germany. The name of the Issuer is: "PREOS Real Estate AG". It is
entered in the commercial register of the Local Court (Amtsgericht) of Leipzig under commercial
register number HRB 34786. The Issuer's Legal Entity Identifier (LEI) is:
391200XQHDMPACO9BG32.
The Issuer's registered office is in Leipzig, Germany. The business address in Germany is: Landsteinerstraße 6, 04103 Leipzig. The Issuer may be contacted at +49 (0) 341-261787-790. The
Issuer's website is www.preos.de. The information contained on the Issuer's website does not
constitute part of this Prospectus insofar as it has not been incorporated by reference in the Prospectus.
The Issuer was founded as a German stock corporation pursuant to a change in the legal form of
PREOS Real Estate GmbH (formerly AMG Immobilien Berlin GmbH). The change in legal form
was entered in the commercial register of the Local Court of Leipzig under HRB 34786 on 9 April
2018. The Issuer was established for an indefinite term.
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IV.
1.

BUSINESS OVERVIEW

Strategy and objectives

PREOS Real Estate AG specialises in real estate investment, with a focus on office properties and
acts as the management holding company of its Group. The focus of its investments is primarily
on office properties with development potential in metropolitan regions in Germany.
Previous business
The Issuer was originally formed as a German company with limited liability (Gesellschaft mit
beschränkter Haftung) under the name of AMG Immobilien Berlin GmbH and entered in the
commercial register of the Local Court of Berlin-Charlottenburg under HRB 155137 B on 2 January 2014.
Following its formation, the Issuer initially engaged in real estate purchase and sale activities. As
a result of an exceptional situation, the Issuer's business at the time also included the purchase,
sale and lease-out of selected motor vehicles in the upper price category as well as the raising and
granting of loans.
In February 2018, AMG Immobilien Berlin GmbH discontinued its existing business and, on the
basis of an agreement dated 12 February 2018, Olek Holding GmbH (Frankfurt am Main), which
has since then been merged with TO-Holding GmbH (Frankfurt am Main), acquired all the shares
of the company. AMG Immobilien Berlin GmbH was subsequently renamed PREOS Real Estate
GmbH and its registered office was moved to Leipzig. The Company was then reorganised as a
German stock corporation (Aktiengesellschaft) under the name of PREOS Real Estate AG.
PREOS Real Estate AG was entered in the commercial register of the Local Court of Leipzig
under HRB 34786 on 9 April 2018.
The previous business was not subject to the influence and control of the Issuer's current management and Supervisory Board; it was finally discontinued in February 2018, when the change of
shareholder occurred and the company was renamed.
Current business
Since the change of shareholder and the renaming in February 2018, the Issuer's business under
the new business model is focused on the German real estate sector. To position the Issuer as the
holder of a portfolio of high-yield commercial properties in the German market, subsidiaries and
sub-subsidiaries were established, which acquired properties in the ensuing period (for information on the real estate portfolio, see also section IV.2.a).
The Issuer and its Group became part of the publity Group in the 2019 financial year. This was
done by way of an in-kind capital increase against the issuance of shares of the Issuer resolved by
the Annual General Meeting of the Issuer on 28 August 2019; as part of this transaction, publity
AG contributed 94.9% of the shares of publity Investor GmbH, a subsidiary of publity AG, as an
in-kind contribution to the Issuer (for information on the contribution and subscription agreement,
see also section XXXIV.9). The capital increase was recorded in the commercial register on 13
September 2019. Through publity Investor GmbH, publity AG had, since the end of 2018, built
its own real estate business and acquired several properties for this purpose. The contribution of
94.9% of the shares of publity Investor GmbH to the Issuer considerably enlarged the Issuer's real
estate portfolio.
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In economic and financial terms, the Issuer has now been incorporated into the publity Group.
However, publity AG does not exercise significant influence over the Issuer's management, which
means that the Issuer is till free to take its own business and strategic decisions.
The Issuer continues to pursue the strategy of expanding its real estate portfolio and taking advantage of attractive sales opportunities where they arise by selling off properties. The respective
holding periods can vary. A long-term loan-to-value (LTV) ratio of approximately 65% is planned
for the properties in/to be added to the Issuer's portfolio. In simplified terms, the LTV means the
ratio between a loan amount (borrowed capital) and the collateral value of the property pledged
as collateral for the loan.
The Issuer functions as a holding company, which does not hold its properties directly, but
through subsidiaries and sub-subsidiaries. It bundles the main management functions for its subsidiaries and sub-subsidiaries, which include in particular determining the corporate strategy, investor relations, reporting, selecting the properties to be acquired, corporate and real estate financing, risk management and overseeing the real estate asset management, most of which has
been outsourced to publity AG.
publity AG's contribution of 94.9% of the shares of publity Investor GmbH to the Issuer allowed
the Issuer not only to grow its real estate business, but also to expand its activities by adding the
non-performing loans (NPLs) business area. NPLs, or non-performing loans, are loans that are no
longer being serviced in accordance with their terms. The NPL portfolios held by publity Investor
GmbH have a book value of approximately EUR 70 million. In the vast majority of cases, such
NPL portfolios consist of non-performing loans in connection with real estate financing. Some of
these loans are still secured with in-rem rights, such as land charges.
The Issuer's management has extensive experience on the German real estate market in the acquisition and management of properties as well as many years of capital market experience in the
banking and financial sector.
In the real estate business area, the Issuer's corporate strategy essentially pursues the following
objectives:
•

Focus on the German real estate market
The Issuer plans to continue to focus its investments on the German real estate market, particularly on commercial and office real estate. The Issuer believes that the acquisition of
properties will continue to provide interesting potential for creating value in the future and
that there are currently no signs that real estate market conditions – especially in Germany –
will deteriorate. The Issuer is of the opinion that, in conjunction with publity AG, it will be
able to leverage the expertise and many years of management experience in the real estate
sector, its access to real estate and to prospective buyers of properties in the future in such a
way that will generate attractive returns. Investor demand for German commercial real estate,
particularly from abroad, will not wane in the foreseeable future, in the Issuer's view.

•

Focus on specific investment properties in preferred locations
The Issuer intends to continue to concentrate on the acquisition of properties in preferred
locations in Germany, especially in metropolitan regions, because it expects their values to
be the most stable here in the future.
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•

Mix of property sizes and holding periods
Since publity AG contributed 94.9% of the shares of publity Investor GmbH to the Issuer,
the Issuer's business strategy has no longer been limited to creating a portfolio in the target
price segment of up to EUR 25 million. Instead, the Issuer now has a flexible strategy with
regard to property sizes and holding periods. This means that the Issuer can take advantage
of opportunities to purchase both smaller and large-volume properties (including those with
market values of several hundred million euros), as soon as it identifies realisable potential
for adding value. The Issuer's strategy is likewise flexible with regard to the holding periods
within which the properties are to be sold on (if necessary, after appropriate optimisation) at
a profit.
For implementing the Issuer's business strategy, it is of particular importance to purchase
eligible properties at good prices. Through publity Investor GmbH, the Issuer is planning to
invest up to EUR 400 million a year in properties in 2020 and 2021. There are plans to increase the annual investment volume for the years from 2022 onwards.

In the new NPLs business area, the Issuer's corporate strategy primarily covers the following:
•

Hold and manage
The Issuer is not currently planning to expand the NPL business any further. Instead, the
emphasis will be on generating income from servicing the NPL portfolios held by publity
Investor GmbH. The servicing of the NPL portfolios and the asset management of the properties are mostly performed by publity AG, which has many years of experience in this business area.

•

Take advantage of sales opportunities
The Issuer expects that the NPL market will become more tightly regulated in future years
and that this could make this asset class more attractive. The Issuer believes that the resulting
structural improvements and standardisation of the NPL market could strengthen confidence
in this market and attract additional investors. If these developments were to give rise to
opportunities for selling NPL portfolios or parts thereof at a profit, the Issuer will examine
them and, if appropriate, initiate steps to make a sale.

2.

Principal activities

The main focus of the business of the Issuer and its subsidiaries and sub-subsidiaries is on real
estate. In addition, since the middle of 2019, the Issuer's Group has held and serviced NPL portfolios, which are held by publity Investor GmbH; 94.9% of the shares of this company were contributed to the Issuer as part of an in-kind capital increase.
a.

Real estate business

In the real estate business, the Issuer aims to cover a major portion of the entire value chain together with experienced partners, in particular publity AG.
In the Issuer's view, value is created on the basis of the long-standing and in-depth expertise in
real estate of individuals working for the Issuer and connected third parties, especially in real
estate asset management, as well as on the basis of their extensive existing network in the banking
and real estate sector. On the basis of real estate asset management agreements (see also sections
XXXIV.1. and XXXIV.2.), publity AG is a service provider and renders services relating to the
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acquisition, management and realisation of investment properties. The respective phases of the
value chain are presented in greater detail below.
Purchase of the relevant assets
When acquiring properties, the Issuer makes use of advice provided by external contractual partners, and by publity AG in particular, which have many years of expertise in the acquisition,
development and sale of properties. In the Issuer's view, being part of an excellent network, especially that of publity AG, in the real estate and banking sector allows favourable access to
properties. The services provided by publity AG under the existing real estate asset management
agreements (see also sections XXXIV.1. and XXXIV.2.) include the following in relation to the
acquisition of properties: selecting, identifying, observing and presenting potential acquisition
opportunities that meet the requirements profile defined by the Issuer, drafting business plans and
structuring, overseeing and managing due diligence reviews as well as obtaining debt financing
for the potential investment.
Suitable investment properties are identified through regular, intensive contact with a wide-ranging real estate and banking network and the responsible workout departments. From this network,
publity AG continually receives offers for potential properties to be acquired.
According to the Issuer, the following are the material criteria considered in the purchase of assets:
•

Use of market access to (commercial) real estate,

•

Structuring and assisting with standardised purchasing processes, including comprehensive
due diligence and valuation.

The assets to be acquired are filtered on the basis of the identified potential investments.
Prior to the investment decision and the acquisition of properties, legal due diligence is performed
by independent law firms. Moreover, real estate due diligence is conducted by experienced experts in the valuation of undeveloped and developed land, which includes a technical as well as a
financial appraisal. The feasibility of the assumptions in the business plan for the property is also
verified by internationally recognised real estate experts. All of the findings in these due diligence
reviews are intended to ensure that the pre-defined (in-house) investment criteria are regularly
met so that an investment decision can be taken on this basis.
Portfolio and asset management
Real estate asset management includes the marketing of the real estate, assisting tenants and, in
doing so, optimising the leasing situation, as well as supervising property and facility management in order to safeguard and increase the value of the property.
The aim is to make properties more attractive for prospective buyers, particularly by taking steps
such as reducing vacancies and optimising existing leases. Value is created by implementing a
manage-to-core strategy, i.e. increasing the value of the properties through focused asset management measures, such as technical upgrades and improving occupancy rates and the lease situation.
The starting point is to purchase the properties at the best possible price.
In this area, publity AG provides to the Issuer's Group customary and necessary services for the
properties managed by publity AG; they relate to, among others, portfolio and asset management,
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development, restructuring, lease, acquisition, sourcing, sales, marketing and construction services as well as liquidity and risk management.
Implementation of the property-specific disposal strategy
As part of the sales process following an increase in the property's value, if any, the Issuer also
uses services provided by third parties, and in particular publity AG. The latter identifies and
reviews potential buyers, conducts the sales offer process and ultimately manages, structures and
coordinates the sales process, including organising and operating the data room and organising
and carrying out property viewings with interested parties. The following options are used by the
Issuer to sell and realise the value of the asset:
•

Direct sale to German and international private and institutional investors,

•

Portfolio sale to German and international institutional investors and

•

Sale to fund companies.

Depending on the property value and the prospective buyers, properties are sold either in individual transactions or as part of a portfolio sale. To that end, real estate brokers and service providers
with international activities are engaged in addition to the Company's own network of prospective
buyers.
Current real estate portfolio
Following the realignment of the Issuer's business at the beginning of 2018, the Issuer initially
purchased ten commercial properties (through property companies) by notarised purchase agreement between 19 April 2018 and 15 August 2018 for the purpose of creating and expanding a real
estate portfolio. In the spring and summer of 2019, purchase agreements were signed for another
two office properties. Also in financial year 2019, publity AG contributed 94.9% of the shares of
publity Investor GmbH to the Issuer, thus adding further properties to the real estate portfolio of
the Issuer's Group.
The properties were purchased and acquired by buying shares of companies holding properties
(share deals) as well as by buying assets (asset deals). Furthermore, the properties partly include
developed land and partly heritable building rights to buildings.
As at the date of this Prospectus, 15 properties are legally owned by companies in the Issuer's
Group. The total appraised value of these properties amounts to more than EUR 497 million.
The core information relating to these properties is summarised in the table below.

Properties legally owned by the Issuer's Group

Property

Ratingen 1,
Oberhausener
Str. 33

Owner

PREOS 1. Beteiligungsgesellschaft mbH

Segment

Commercial

Leasable
space in
m²

Vacancy
rate
(%)

WAULT

Rent
(EUR
'000
p.a.)

Market
value
(EUR
'000)

1,646

0.0

10.5

339

5,150

25

Cologne, Ber- PREOS 2. Begisch Gladba- teiligungsgesellcher Str. 3/Hol- schaft mbH
weider Straße
2A

Office

3,593

0.0

7.5

718

13,700

Krefeld,
Fütingsweg
34/36

Office

13,962

0.0

10.5

1,220

19,200

PREOS 4. BeRoßdorf, Arteiligungsgesellheiliger Weg 17
schaft mbH

Office

4,763

0.2

9.5

591

9,400

Ratingen 2,
Oberhausener
Str. 33

PREOS 5. Beteiligungsgesellschaft mbH

Office

3,036

0.0

2.4

416

6,980

Nieder-Olm,
Am Hahnenbusch 4

LVG Nieder-Olm
GmbH

Office

4,065

0.0

12.3

514

9,010

Sindelfingen,
Böblinger
Straße 130

PREOS 7. Beteiligungsgesellschaft mbH

Office

6,516

0.0

2.2

613

11,000

Grafing, Am
Feld 32

PREOS 8. Beteiligungsgesellschaft mbH

Office/ laboratory

3,936

0.0

11.3

317

4,130

Waltrop, Im
Wirrigen 25

PREOS 9. Beteiligungsgesellschaft
mbH

Office/ laboratory

6,150

0.0

9.5

393

4,880

Ratingen 3,
Oberhausener
Str. 33

PREOS 10. Beteiligungsgesellschaft mbH

Office

4,978

0.0

10.5

678

12,200

Oberhausen,
Emschertalstraße 12

PREOS 11. Beteiligungsgesellschaft mbH

Office

2,510

0.0

5.7

421

7,120

Lüdenscheid,
Bahnhofstraße

Projekta Lüdenscheid 1 GmbH

Office

8,430

12.3

5.1

399

6,400

17,500

Objekta Fütingsweg GmbH

Mülheim

publity Investor
GmbH

Office

11,460

100

n.a.

0
(expected
from
2020:
1,219)

Essen/Karstadt
headquarters

publity TheodorAlthoff-Straße 2
GmbH

Commercial

89,680

2.9

22

9,837

224,500

St. Martin
Tower

publity St. Martin
Tower GmbH

Office

25,777

0.0

5.4

6,494

146,200

By notarised purchase agreement dated 4 and 5 October 2019, publity Real Estate GmbH, a subsubsidiary of the Issuer, sold 94.9% of the shares it held in publity St. Martin Tower GmbH
(holder of the heritable building right attaching to St. Martin Tower) to a third party in a share
deal (see also section XXXVI.1.e.). As at the date of this Prospectus, the purchaser has not yet
paid the purchase price. However, payment of the purchase price is a condition for the physical
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assignment (dingliche Abtretung) of the 94.9% interest in publity St. Martin Tower GmbH, i.e.,
for the transfer of legal ownership (title) to the purchaser. Since the purchase price is still outstanding as at the date of this Prospectus and is not expected to be paid before the end of November 2019, the St. Martin Tower property is still legally owned by the Issuer's Group as at the date
of this Prospectus.
Additional properties purchased
In addition to the properties described in the section "Current real estate portfolio" which are
legally owned by the Issuer, three further properties were purchased by the Issuer's Group in the
period from 30 April 2019 and 20 September 2019. However, it was stipulated in the respective
purchase agreements that the purchase prices would not be due until the end of November
2019/end of December 2019, respectively, and as such they are still outstanding for all three properties as at the date of this Prospectus. Since payment in full of the respective purchase price is a
condition for the transfer of title to the respective company of the Issuer's Group, the Issuer is still
not the legal owner of the three properties already purchased. Title in the three properties is expected to be transferred in the first quarter of 2020.
The core information relating to the properties which the Issuer's Group has purchased but does
not yet hold legal title to is summarised in the table below:

Properties which the Issuer's Group has purchased but does not yet hold legal title to

Property

Access Tower
Sky Deutschland headquarters
Eschborn

Prospective owner Segment

publity Real Estate
1 GmbH
publity Real Estate
3 GmbH
publity Real Estate
5 GmbH

Leasable
space in
m²

Vacancy
rate
(%)

WAULT

Rent
(EUR
'000
p.a.)

Market
value
(EUR
'000)

Office

20,925

15

9.9

3,458

93,000

Office

30,391

0.0

9.5

5,225

106,000

Office

14,142

0.0

5.4

2,522

70,000

The total appraised value of these three properties amounts to approximately EUR 269 million.
Details regarding the respective purchase agreements and related financing are provided in section
XXXVI.
b.

NPL business

In the new NPL business area, the Issuer focuses on holding and servicing the NPL portfolios
held by its subsidiary, publity Investor GmbH. In the same way as for the asset management of
its real estate business, the Issuer primarily uses the services, experience and expertise of publity
AG for servicing the NPL portfolios.
publity AG operates as a loan servicer for the Issuer with the aim of selling claims from nonperforming loan receivables as favourably as possible. Sales are conditional on recording, pro27

cessing and closely managing the collection of claims in respect of the debtors. The cash receivables are recovered by court action and out-of-court action levelled against the relevant debtors,
including via the liquidation of collateral, if necessary. Court action mainly entails the attachment
of existing assets and requesting the submission of a statutory declaration in lieu of an oath. Outof-court action for recovery in particular includes personal negotiations with the aim of reaching
settlement agreements. This will involve, among other things, the retaining of outside counsel
who take on the legal implementation and preparation of the contracts required for this purpose.
The NPL portfolios held by publity Investor GmbH, which have a book value of approximately
EUR 70 million, for the most part consist of non-performing loans in connection with real estate
financing. In addition, some of these loans are still secured with in-rem rights, such as land
charges.
3.

Key markets

a.

Real estate business

In geographical terms, the Issuer is currently active exclusively in the German market. All properties held by the Issuer or by its subsidiaries and sub-subsidiaries are located in Germany. The
performance of the German real estate market is therefore of key significance for the Issuer's
business.
The real estate markets, particularly in Germany, are currently experiencing strong demand, as in
recent years (see JONES LANG LASALLE SE, Investmentmarktüberblick (Investment Market
Overview), Germany, Q4 2018, p. 3). This assessment was also shared by a large majority of the
industry participants surveyed at the Expo Real international industry trade fair in Munich (see
Expo Real Stimmungsbarometer (Sentiment Barometer) 2018, survey: Immobilienbranche
weiterhin positiv (Real Estate Market Still Positive), Messe München GmbH, Munich, 18 September 2018). This is true for market behaviour both by German as well as by international market
participants, and both for demand for real estate investments on the investor side and for demand
for rental properties on the tenant side. Given the nationwide increase in employment by more
than 400,000 employees in 2018, most of whom hold office jobs, 2.9 million square metres of
additional space was required and taken up in 2018. This corresponds to an increase in space of
approximately 1.6%, while the new buildings adjusted for disposals amounted to merely 1.4 million square metres or 0.7%. As a result of this imbalance, the vacancy rate fell to 5.2% in 2018
and for the seventh consecutive year (see Deutsche Bank Research, 12 March 2019, pp. 22, 23).
In 2019, a further increase in employment and thus also in the use of space by a further 2 million
square metres or just more than 1% of the currently available space is expected in 2019, which
should cause the vacancy rate to drop even further. For subsequent years also, a comparable, albeit
weaker, development regarding the vacancy rate is expected (see Deutsche Bank Research, 12
March 2019, p. 24).
The transation volume in the German real estate market in Q4 2018 was almost identical to its
high level in the prior-year period (Q4 2017) and therefore confirms the trend (see JONES LANG
LASALLE SE, Investmentmarktüberblick (nvestment Market Overview), Germany, Q4 2018, p.
2). A significant share of the transaction volume in the commercial real estate market is attributable to office properties. This type of use continues to dominate. A new record was set in 2018,
at least for commercial properties (see JONES LANG LASALLE SE, Investmentmarktüberblick
(Investment Market Overview), Germany, Q4 2018, p. 3).
The expectation that the current market cycle will continue to hold is broadly accepted by real
estate market players, i.e. the fundamental conditions will continue to be in place (see Ernst &
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Young Real Estate GmbH, Trendbarometer Immobilien-Investmentmarkt (Real Estate Investment
Market Trend Barometer) 2018, p. 12). Germany in particular is viewed as an attractive to very
attractive location for real estate investments by a significant majority of market participants, even
compared with other European countries (see Ernst & Young Real Estate GmbH, Trendbarometer
Immobilien-Investmentmarkt) 2018, p. 13). In the view of market participants, this assessment is
based not only on the unchanged positive conditions for investments in Germany but also on the
potential that Germany cn unlock based on its strong position in the European Union.
The assessments are also founded on the expectations surrounding the consequences of the
planned exit of the United Kingdom from the European Union (Brexit), which on the one hand is
expected to positively affect the demand for real estate, particularly office properties, on account
of businesses moving out of the UK and primarily to metropolitan areas in Central Europe, and
on the other hand is steering international real estate investors out of the UK and into Germany
and other countries (see PricewaterhouseCoopers LLP, Emerging Trends in Real Estate, Europe
2018).
According to the German government, the German economy also finds itself in a steady and
broad-based upswing with solid domestic fundamentals (see Federal Ministry for Economic Affairs and Energy, press release on spring projections, 2018). In 2019, an increase of 2.1% is expected in gross domestic product. According to the report, the German economy is still in a solid
upswing despite protectionist tendencies in the global economy and the upward trajectory is projected to continue (see Federal Ministry for Economic Affairs and Energy, press release on spring
projections, 2018).
A majority of market participants is also confident that the low-interest phase wll continue and
that sufficient loan financing will be available as before (see Ernst & Young Real Estate GmbH,
Trendbarometer Immobilien-Investmentmarkt 2018). Looking back on 2018, the conclusion can
be drawn that the moderate increase in interest rate levels has to date not been a sign of a cyclical
shift (see JONES LANG LASALLE SE, Investmentmarktüberblick, Germany, Q4 2018, p. 3).
Due to the now high price level, larger price jumps are no longer anticipated; the exception is
office properties, including those in peripheral areas (see Ernst & Young Real Estate GmbH,
Trendbarometer Immobilien-Investmentmarkt 2018, p. 18). Since many market players are required to follow strict purchasing criteria, market participants that have more flexibility in this
regard are in a better position to take advantage of opportunities that arise.
The aforementioned parameters, market assessments and its own experience in the German real
estate market support the Issuer's positive view of the market environment and its positive outlook
for its future performance.
b.

NPL market

For banks in the EU region there continues to exist a considerable risk inherent in still high NPL
holdings and their negative side effects (low equity ratios and lack of profitability). Overall, the
reduction of NPL holdings in the EU region shows a positive trend. Nevertheless, according to
the German federal government, the total volume of non-performing loans in the EU still
amounted to EUR 658 billion at the end of last year, corresponding to a gross NPL ratio of 3.2
percent (see Bundestag printed paper 19/11546 of 12 July 2019).
Action plans of the European Commission increase the urgency for banks to find solutions in the
area of non-performing loans. Thus, for example, the value adjustment requirements for NPLs are
expected to tighten in the future (Annual Publication BKS 2018, Bundesvereinigung Kreditankauf
und Servicing e.V. (Federal Association of Loan Purchase and Servicing), p. 8). However, potential buyers of non-performing loans are confronted with obstacles when acquiring cross-border
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loans due to different regulatory frameworks in the EU member states. This has resulted in an
inefficient secondary market for non-performing loans, coupled with subdued demand, weak
competition and low offer prices. In a press release dated 27 March 2019, the EU Council has
now expressly confirmed that the EU supports the development of secondary markets for nonperforming loans, in particular to make it easier for banks to manage or sell non-performing loans.
For this reason, further steps have been taken to achieve harmonisation within the EU in this
regard. The objective is to create a clear regulatory framework for the acquisition and management of non-performing loans that is to lead to the development of efficient secondary markets
(see EU Council press release of 27 March 2019).
Over the last few years, the trend towards market transactions has stabilised. The total annual
volume was around EUR 100 billion. In addition to corporate loans and commercially secured
loans (corporates), secured and unsecured consumer loans constitute the main class in the nonperforming loan market in 2018 (Annual Publication BKS 2018, Bundesvereinigung
Kreditankauf und Servicing e.V., p. 9).
Although the total volume of non-performing loans is expected to be lower by comparison with
prior years, the levels remain comparatively high in some member states. In light of the EU's
efforts to implement a uniform regulatory framework intended to significantly facilitate trading
in NPLs, the Issuer expects trading volumes to remain stable in the years ahead.
According to a study by Deloitte, the focus in the context of the asset management of NPL loan
portfolios has meanwhile changed from conventional judicial enforcement measures to debtor
restructuring measures (e.g., the preparation of instalment payment plans or new payment targets),
i.e. towards an approach which the credit servicer of the issuer, publity AG, is already pursuing
(see Deloitte, "non-performing bank loans npl study 2019", p. 4).
As already explained in section IV.1., the Issuer has no plans regarding the further expansion of
its NPL business.
4.

Organisational structure

The Issuer has been part of the publity Group since 13 September 2019. As at the date of this
Prospectus, publity AG holds approximately 93.15% of the Issuer's shares.
The Issuer has two direct subsidiaries as at the date of this Prospectus. One of these subsidiaries,
PREOS Immobilien GmbH, is wholly owned by the Issuer, while the Issuer holds 94.9% of the
shares of the other direct subsidiary, publity Investor GmbH. The Issuer controls the Group's real
estate business through these two subsidiaries which function, inter alia, as intermediate holding
companies.
PREOS Immobilien GmbH in turn holds 100% of the shares of twenty subsidiaries, i.e. sub-subsidiaries of the Issuer (PREOS 1. Beteiligungsgesellschaft mbH to PREOS 20. Beteiligungsgesellschaft mbH). Five of these sub-subsidiaries (PREOS 16. Beteiligungsgesellschaft mbH to
PREOS 20. Beteiligungsgesellschaft mbH) are still awaiting entry in the commercial register. In
turn, two of the sub-subsidiaries (PREOS 3. Beteiligungsgesellschaft mbH and PREOS 6. Beteiligungsgesellschaft mbH) also hold 94% each of the shares of a property company (Objekta
Fütingsweg GmbH and LVG Nieder-Olm GmbH). Furthermore, as from September 2019,
PREOS 13. Beteiligungsgesellschaft mbH holds 94.9% of the shares of another property company, Projekta Lüdenscheid 1 GmbH.
Commercial real estate is normally acquired and held indirectly through the respective separate
sub-subsidiaries of the Issuer. Commercial real estate is always acquired either by way of an asset
deal or by way of a share deal. Three of the commercial properties acquired to date were purchased
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by way of a share deal, which involved acquiring shares of the property companies Objekta
Fütingsweg GmbH, LVG Nieder-Olm GmbH and Projekta Lüdenscheid 1 GmbH. The appraised
market values of the properties held by these companies range from EUR 4 million to EUR 20
million.
Objekta Fütingsweg GmbH entered into a profit and loss transfer agreement with PREOS 3. Beteiligungsgesellschaft mbH, and LVG Nieder-Olm GmbH entered into a profit and loss transfer
agreement with PREOS 6. Beteiligungsgesellschaft mbH. Furthermore, all of the direct subsidiaries of PREOS Immobilien GmbH that are entered in the commercial register (PREOS 1. Beteiligungsgesellschaft mbH to PREOS 15. Beteiligungsgesellschaft mbH) have entered into profit
and loss transfer agreements with PREOS Immobilien GmbH, which acts as an intermediate holding company and has in turn entered into a profit and loss transfer agreement with the Issuer.
As at the date of this Prospectus, publity Investor GmbH wholly owns six direct subsidiaries; they
are: (i) Großmarkt Leipzig GmbH (an operating company that continues to operate and service,
on the basis of a property management contract with the buyer side, a property – the Leipzig
wholesale market – that was originally held directly by publity Investor GmbH and sold by notarised purchase agreement of 14 June 2019), (ii) publity Real Estate Holding GmbH and (iii) publity Real Estate GmbH, both of which function as intermediate holding companies for holding
and managing investments in property companies and operating companies as well as (iv) publity
Real Estate 4 GmbH, (v) publity Real Estate 5 GmbH and (vi) publity Real Estate 6 GmbH, each
of which are (to be) used as real estate companies. Furthermore, publity Investor GmbH has a
94.9% interest in publity Real Estate 1 GmbH and a 39.75% interest in a fund company, NPL
Portfolio Nr. 3 GmbH & Co. KG, in which it also functions as general partner. In view of the fund
company's impending liquidation, publity Investor GmbH had, in 2018, acquired limited partnership interests amounting to EUR 2.25 million in the limited partnership capital of NPL Portfolio
Nr. 3 GmbH & Co. KG from investors of this fund company.
publity Real Estate GmbH, a wholly owned subsidiary of publity Investor GmbH, is in turn the
sole shareholder of two investees and operating companies, publity Theodor-Althoff-Straße 2
GmbH and publity St. Martin Tower Verwaltung GmbH, and in addition has a 94.9% interest in
publity St. Martin Tower GmbH.
publity Theodor-Althoff-Straße 2 GmbH is the owner of a parcel of land at Theodor-AlthoffStraße 2 in Essen, on which a commercial property has been built that houses the Karstadt headquarters. Another tenant is the Essen police service, which entered into a 30-year lease in March
2018.
publity St. Martin Tower GmbH is the holder of a heritable building right attaching to a parcel of
land in Frankfurt am Main, on which the St. Martin Tower office complex is located. Acting as
operating company, publity St. Martin Tower Verwaltung GmbH maintains the operating facilities for the office complex. Pursuant to the notarised purchase agreement dated 4 and 5 October
2019, publity Real Estate GmbH has already sold its holdings in publity St. Martin Tower GmbH
and publity St. Martin Tower Verwaltung GmbH. As at the date of this Prospectus, however, legal
ownership (title) has not yet been transferred, nor is it expected to be until the purchaser pays the
purchase price in full, i.e., until the end of November 2019, at the earliest.
Another wholly owned subsidiary of publity Investor GmbH, i.e. publity Real Estate Holding
GmbH, is in turn the sole shareholder of two investees, publity Real Estate 2 GmbH and publity
Real Estate 3 GmbH. In the middle of June 2019, publity Real Estate 3 GmbH bought a heritable
building right attached to a parcel of land in Unterföhring near Munich on which a commercial
property is located that houses the group headquarters of Sky Deutschland In April 2019, publity
Real Estate 1 GmbH bought a parcel of land in Frankfurt am Main, on which the Access Tower
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office complex is located. In September 2019, publity Real Estate 5 GmbH furthermore bought a
parcel of land in Eschborn on which another office complex is located. Except in the case of its
acquisition of the Karstadt headquarters, publity Real Estate 2 GmbH purchased the operating
facilities in all other three transactions referred to above.
The following diagram illustrates the position of the Issuer in the Group:
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The major shareholder of the Issuer is publity AG, which holds approximately 93.15% of the
shares and voting rights of the Issuer as at the Prospectus date. More details on the Issuer's dependence on publity AG can be found in section XXXI.3.
5.

Investments

Since 31 December 2018, the main investments of the Issuer and the companies in the Issuer's
Group related to the purchase or acquisition of various commercial properties.
By notarised purchase agreement of 15 January 2019, PREOS 11. Beteiligungsgesellschaft mbH
bought a parcel of land in Oberhausen, North Rhine-Westphalia, on which an office and administration building has been built, at a purchase price of EUR 6,380 thousand. A portion of the
purchase price, an amount of EUR 4,450 thousand, was paid from a loan granted by Hamburg
Commercial Bank. The remaining purchase price was financed from the company's own funds.
The property is encumbered with a land charge of EUR 4,450 thousand in favour of Hamburg
Commercial Bank, which is registered in Division III.
Furthermore, by notarised purchase agreement dated 2 April 2019, publity Real Estate GmbH
acquired 94.9% of the shares of Immo Hansa Beteiligungsgesellschaft mbH (renamed publity St.
Martin Tower GmbH) by paying a purchase price of approximately EUR 34,167 thousand and by
assuming a loan taken out by that company, of which approximately EUR 93,897 thousand was
outstanding as at the date on which the agreement was entered into. publity St. Martin Tower
GmbH is the holder of a heritable building right attaching to a parcel of land in Frankfurt on Main,
on which the St. Martin Tower office complex is located. publity Real Estate GmbH has meanwhile sold the shares again (see in this connection section XXXVI.1.e.).
Moreover, by notarised purchase agreement of 10 April 2019, publity Theodor-Althoff-Straße 2
GmbH acquired a property in Essen for a purchase price of around EUR 71,093 thousand. Given
that certain obligations were taken on or will arise in connection with the renovation of the buildings located on the property, which cannot yet be quantified with certainty as at the date of the
Prospectus, publity Theodor-Althoff-Straße 2 GmbH has entered into a credit facility agreement
with Hamburg Commercial Bank AG for EUR 130,000 thousand in order to fund the purchase
price and the renovation work. Furthermore, EUR 20,000 of the company's own funds were provided for the aforementioned measures. The land is subject to encumbrances registered in Division II of the land register for commercial condominium units (Teileigentumsgrundbücher) of
Schuir (Essen) in the form of a limited personal easement (the right to construct and maintain a
rainwater overflow basin including ancillary facilities) for the benefit of Emschergenossenschaft,
Essen (a water board), a limited personal easement (tenant easement) in favour of Karstadt Warenhaus GmbH, Essen, and a limited personal easement (tenant easement) in favour of Le Buffet
Restaurant&Café Gesellschaft mbH, Essen. The property is encumbered with a land charge of
EUR 130,000 thousand in favour of Hamburg Commercial Bank, which is registered in Division
III of the land register for commercial condominium units of Schuir (Essen). Due to adjustments
made to the leased property specified in the lease with Karstadt Warenhaus GmbH, the tenant
easement in favour of Karstadt Warenhaus GmbH is to be modified by 31 December 2019. In
addition, a leaseholder easement (sole right of use of a building located on the land for the generation and distribution of heat and cold) and supply easements (restriction of the construction and
operation of facilities to generate heat, and restriction of the construction and operation of refrigeration facilities) is to be registered promptly in the land register for commercial condominium
units in favour of STEAG New Energies GmbH.
With regard to the renovation and modernisation work on the buildings located on the parcel of
land in Essen, publity Theodor-Althoff-Straße 2 GmbH, as a result of acquiring the land, entered
into several building contracts that had been concluded by the original owner of the parcel of land.
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The two most significant building contracts are presented in sections XXX XVI.3. In total, the
(future) investments planned for the renovation and modernisation work will amount to approximately EUR 80,000 thousand.
By notarised purchase agreement of 30 April 2019, publity Real Estate 1 GmbH bought a parcel
of land, on which an office tower ("Access Tower") is located, in Niederrad/Frankfurt am Main,
Hesse at a purchase price of EUR 73,120 thousand. As at the date of this Prospectus, deposits
have already been made in the amount of EUR 7,300 thousand; the remaining purchase price is
not due until 30 December 2019 at the earliest. Please refer to section XXXVI.2.e. as regards the
financing of the remaining purchase price. The parcel of land is subject to encumbrances registered in Division II of the land register, namely a limited personal easement for an electricity
substation in favour of the City of Frankfurt am Main. A land charge of EUR 52,000 thousand in
favour of Hamburg Commercial Bank AG is to be entered in Division III of the land register and
another junior-ranking land charge of EUR 21,500 thousand in favour of Emerald Fund S.C.A.
SICAV-FIS may also be entered in Division III should a loan agreement be concluded with that
party (see also section XIII.). As at the date of this Prospectus, legal title has not yet passed to
publity Real Estate 1 GmbH.
By notarised purchase agreement of 19 June 2019, publity Real Estate 3 GmbH bought a heritable
building right attaching to a parcel of land in Unterföhring, on which an administration building
and an underground car park are the main buildings, at a purchase price of EUR 97,435 thousand.
A deposit of EUR 2,000 has been paid on the purchase price, and the remaining purchase price is
due as at 27 December 2019. The heritable building right was created for a period of 99 years
from 30 December 2008. Please refer to section XXXVI.2.c. as regards the financing of the remaining purchase price. The heritable building right is subject to encumbrances registered in Division II of the heritable building rights register, which stipulate an annual ground rent of approximately EUR 616 thousand (index-linked) in favour of the respective owner of the land as well as
two priority notices in favour of Alters- und Hinterbliebenen-Versicherung der Technischen
Überwachungsvereine VVaG (for registration of a ground rent land charge). A land charge of
EUR 67,000 thousand in favour of Landesbank Hessen-Thüringen (Girozentrale) is also to be
entered in Division III of the land register.
In addition, PREOS 13. Beteiligungsgesellschaft mbH bought, by notarised purchase agreement
of 17 July 2019, 94.9% of the shares in Projekta Lüdenscheid 1 GmbH, which in turn is the owner
of a parcel of land in Lüdenscheid, North Rhine-Westphalia, on which a building complex including a multi-storey car park is located (see section XXXVI.1.c.). The preliminary purchase price
for the 94.9% of the shares was EUR 1,966,132.50; it was settled in full, less a deposit paid earlier,
on 4 September 2019. At the same time, a loan liability of EUR 1,049,638.64 raised by Projekta
Lüdenscheid 1 GmbH was repaid, while another loan issued by Volksbank Ruhr Mitte eG, which
had an amount outstanding of EUR 3,220,000.00 as at 30 June 2019, has been retained. The
94.9% interest was assigned to PREOS 13. Beteiligungsgesellschaft mbH with effect from 5 September 2019. The preliminary purchase price was paid from the company's own funds. The property is (partially) encumbered with limited personal easements and appurtenant easements registered in Division II of the land register and with a land charge of EUR 3,300,000.00 in favour of
Volksbank Ruhr Mitte eG registered in Division III.
By notarised purchase agreement of 20 September 2019, publity Real Estate 5 GmbH bought a
parcel of land in Eschborn with an office complex on it at a purchase price of EUR 44,035 thousand. The purchase price is not due until 27 November 2019 at the earliest. A deposit of EUR
1,000 thousand has already been made. Please refer to section XXXVI.2.f. as regards the financing of the remaining purchase price. The property is encumbered with an appurtenant easement
registered in Division II of the land register (acquiescence to the construction of parking lots and
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a retaining wall as well as planting) and a right to a telecommunications and power supply cable.
A land charge of EUR 42,000 thousand in favour of Emerald Fund S.C.A. SICAV-FIS is to be
entered in Division III of the land register.
The Issuer's management has not passed firm resolutions to make any other significant investments. Should investments be planned in the future, it is likely that they will be funded from
income from the Issuer's business operations, issue proceeds from the Convertible Bond
2019/2024 (which is the subject matter of this Prospectus), capital increases and debt financing
instruments.
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V.

MATERIAL INTERESTS OF INVOLVED PARTIES

As Subscription Agent and Lead Manager, futurum bank AG is in a contractual relationship with
the Company in connection with the Offering. The engagement letter was executed on 7/10 October 2019 and includes a supplement dated 24 October 2019. futurum bank AG will be paid a
fixed, standard market fee for its services, particularly for its services as Subscription Agent. No
conflicts of interest exist in this regard. It will also be paid a handling fee for its services in connection with the General Public Offering for the volume placed via the Frankfurt Stock Exchange's placement tool "DirectPlace", which will be measured based on the gross amount of the
issue proceeds generated in this regard. futurum bank will also be paid a placement commission
for its services in connection with the General Public Offering and the International Private Placement, which will be measured based on the amount of the gross issue proceeds (subject to certain
exceptions) generated from the Bonds placed by it (and any third parties to whom it has delegated
certain functions) in the context of the General Public Offering and the International Private
Placement. As such, futurum bank AG has a financial interest in the implementation of the Offering. This could cause a financial conflict of interest on the part of futurum bank AG.
As settlement agent, Bankhaus Gebr. Martin Aktiengesellschaft is in a contractual relationship
with futurum bank AG in connection with the banking side of the settlement of the Public Offering. Bankhaus Gebr. Martin Aktiengesellschaft will be paid a standard market fee for its services.
No conflicts of interest exist in this regard.
Bankhaus Gebr. Martin Aktiengesellschaft is also in a contractual relationship with the Company
in its capacity as Paying and Conversion Agent for the Bonds. Bankhaus Gebr. Martin Aktiengesellschaft will be paid a standard market fee for its services. No conflicts of interest exist in this
regard.
MSW GmbH Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft, Berlin, is also in a
contractual relationship with the Company in its capacity as Calculation Agent for the Bonds.
MSW GmbH Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft will be paid a standard market fee for its services. No conflicts of interest exist in this regard.
ICF BANK AG Wertpapierhandelsbank, Frankfurt am Main, is in a contractual relationship with
the Company in its capacity as Order Book Manager in connection with the banking side of the
settlement of the Public Offering for subscriptions via the Subscription Functionality of Deutsche
Börse AG. ICF BANK AG Wertpapierhandelsbank will be paid a standard market fee for its
services. No conflicts of interest exist in this regard.
publity AG, as the major shareholder of the Company, and publity AG's CEO and indirect major
shareholder Thomas Olek, have an interest in the Offering because their (direct/indirect) investment in the Issuer would increase in value if the Issuer develops positively as a result of the funds
raised pursuant to the Offering. In addition, publity AG subscribed 107,756 Bonds in connection
with the Pre-placement Against the Contribution In Kind and in return contributed its shareholder
loan receivables due from publity investor GmbH (a subsidiary of the Issuer) amounting to EUR
112,974,623.08 to the Issuer as a contribution in kind. publity AG might also subscribe additional
Bonds.
Due to the fact that Mr Thomas Olek is both CEO and an indirect major shareholder of publity
AG and the Issuer, his interests are not necessarily always identical to those of the Issuer, publity
AG, the Issuer's other shareholders, publity AG's other shareholders and/or the bondholders. On
the one hand, as CEO and indirect major shareholder of publity AG, Mr Olek has an interest in
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the Offering for the aforementioned reasons. On the other hand, the Offering could also operate
to dilute his (indirect) holding in the Issuer, which means that a conflict of interest cannot be ruled
out completely in this regard.
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VI.

1.

REASONS FOR THE OFFERING, USE OF PROCEEDS
AND TOTAL ISSUE COSTS

Issue proceeds and issue costs

In connection with the Offering, the Company will receive net proceeds from the issue equal to
the gross proceeds from the sale of the Bonds less all costs to be borne by the Company in connection with the issue.
Because the commissions and costs are contingent on the total number of Bonds placed, the total
costs to be borne by the Company cannot be reliably predicted at this time.
Assuming that all of the (192,244) Bonds are acquired at the Subscription Price/Issue Price of
EUR 1,000 each, the gross issue proceeds for the Company would amount to EUR 192,244,000.
Assuming that all of the Bonds are sold, the Company estimates that the expected total costs
would be approximately EUR 5,000,000. The Company shall bear the total costs in full.
After deducting the expected costs of the issue to be borne by the Company of approximately
EUR 5,000,000, the net issue proceeds of the Company would amount to a maximum of approximately EUR 187,244,000.
Investors will not be charged for any of the Company's costs.
2.

Reasons for the Offering/use of proceeds

The Issuer intends to use the net issue proceeds of the Offering to finance its further growth and
development.
In this respect, the Issuer will in particular consider (indirectly) acquiring additional real estate
and real estate companies. To the extent that the net issue proceeds are not sufficient to cover this,
the difference is to be covered from the Issuer's equity or overall liquidity. Should this not be
possible or should funds not be sufficient, the Issuer plans to finance the remaining funds in the
requisite amount through debt financing instruments. (In this context, see also the risk description
"Risks relating to the Issuer's financing structure" in section XVI.1.a. of this Prospectus.)
The Issuer's strategy is to expand its real estate portfolio and take advantage of attractive sales
opportunities where they arise by selling off properties (see section IV.1.). The Issuer's business
model is based on purchasing real estate, which requires a significant amount of capital. The net
issue proceeds will primarily be used to expand the real estate portfolio, which thus directly serves
to implement the business strategy and achieve the Issuer's strategic objectives.
To date no specific decisions have been made beyond this as to how the net issue proceeds will
be used (see also the risk description "At the time when prospective bondholders make their investment decision it will not yet be totally clear for which specific purposes exactly the Issuer will
use the issue proceeds" in section XVI.2.b).
Unless or until the net issue proceeds are required for other purposes, in particular the purposes
described above, the Issuer intends to invest the proceeds in liquid short-term bank deposits,
money market instruments, government bonds with short maturities or similar instruments so that
they are available on short notice if required.
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VII. INFORMATION ON THE STATE OF THE BUSINESS AND THE FINANCIAL
POSITION – INTRODUCTION
1.

General

The following sections provide a presentation and discussion of the Issuer's historical financial
information.
The historical financial information contained in this Prospectus (see also section XXVI.) is comprised primarily of the audited annual financial statements of the Issuer for the financial years
ended on 31 December 2017 and 31 December 2018, which were prepared in accordance with
the provisions of the German Commercial Code (Handelsgesetzbuch – "HGB")
In addition, PREOS Real Estate AG has prepared consolidated financial statements in accordance
with International Financial Reporting Standards ("IFRS"), as adopted by the European Union
(EU), (on a voluntary basis) for the first time as at 31 December 2018. Due to the transition from
HGB accounting to IFRS accounting and given the fact that consolidated financial statements
were prepared for the first time as at 31 December 2018, the Prospectus also contains this financial
information as at 31 December 2018 as prepared in accordance with IFRS (see section XXVI.4.).
The audited consolidated financial statements of PREOS Real Estate AG were prepared for the
period from 1 April 2018 to 31 December 2018. PREOS Real Estate AG's formation of a consolidated Group as at 28 March 2018 triggered the requirement to prepare consolidated financial
statements in accordance with IFRS. For the purposes of simplification, the consolidated financial
statements as at 31 December 2018 cover the period from 1 April 2018 to 31 December 2018 and
do not contain and prior-year comparative figures.
Due to the switch from HGB to IFRS accounting, and in order to facilitate prior-year comparison,
this Prospectus also contains an audited set of IFRS separate financial statements for PREOS Real
Estate AG as at 31 December 2018, with comparative figures as at 31 December 2017.
This Prospectus furthermore contains the interim consolidated financial statements of PREOS
Real Estate AG, prepared in accordance with IFRS for the period from 1 January to 30 June 2019,
with comparative figures for the periods from 1 January to 30 June 2018 and from 1 April to 30
June 2018.
The following sections therefore first present the financial information for the 2017 and 2018
financial years based on the annual financial statements prepared in accordance with HGB. This
is followed by financial information based on the 2018 IFRS separate financial statements (with
comparative figures for 2017) and financial information for the period from 1 April 2018 to 31
December 2018 based on the IFRS consolidated financial statements. Finally, financial information based on the interim consolidated financial statements as at 30 June 2019 is provided.
Financial information prepared in accordance with HGB may differ from and may not be comparable with financial information prepared in accordance with IFRS.
Unless indicated otherwise, the financial information for the Issuer contained in this Prospectus
was prepared in accordance with HGB or the requirements of IFRS. To the extent they were
audited, they were audited in accordance with sections 316 et seq. HGB and the EU Audit Regulation (No 537/2014; hereinafter "EU Audit Regulation") and German generally accepted standards for the audit of financial statements promulgated by the Institute der Wirtschaftsprüfer
("IDW" – Institute of Public Auditors in Germany).
Historical financial information cannot necessarily be used to derive the expected results for future financial years. Prospective investors should read the information below in conjunction with
the other financial information in this Prospectus.
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2.

Factors influencing earnings (unaudited)

In the Issuer's opinion, the following factors contributed significantly to the performance, financial condition and results of operations of the Issuer in the period from 1 January 2017 to 31
December 2017. In addition, those factors are also presented which may influence the Issuer's
financial condition and results of operations in the future:
a.

Historical factors (unaudited)

The purchase and sale of real estate was the primary focus of the Issuer's activities from the time
it was formed until the change in shareholders and name change in February/March 2018 (at the
time it was still a German limited liability company (Gesellschaft mit beschränkter Haftung,
"GmbH") operating under the name AMG Immobilien Berlin GmbH). The Issuer's business operations also included buying, selling and leasing selected motor vehicles in the upper price category due to a special situation, as well as taking out and extending loans. Material factors influencing the amount of the revenue generated on that basis in financial year 2017 included the prices
for purchasing and selling the traded motor vehicles. In addition, the Company generated other
operating income in financial year 2017 from claims against a notary for damages due to notarisation errors.
Following the change in shareholders and the renaming of the Company, the Issuer's previous
business activities were terminated in February 2018. At the time, outstanding liabilities amounting to EUR 5.3 million relating to the Issuer's previous business were assumed by a wholly owned
subsidiary of a former (beneficial) shareholder of the Issuer by concluding corresponding agreements; in exchange, receivables owed to the Issuer by third parties were assigned to that subsidiary.
Following the renaming and change in legal form as the current PREOS Real Estate AG and the
cash capital increase which was resolved and implemented in February/March 2018, the Issuer
reorganised its operating business. Since then, the Issuer has been active solely in the real estate
sector under its new business model, with the objective of positioning itself as the holder of a
portfolio of high-yield commercial properties in the German market.
Under the newly created group structure comprising newly formed subsidiaries, rental proceeds
are not generated by PREOS Real Estate AG, but rather by the subsidiaries. These subsidiaries
were linked to the parent company as at 31 December 2018 by virtue of profit or loss transfer
agreements. PREOS Real Estate AG primarily serves its new function as a holding company,
providing its subsidiaries with liquidity.
At 31 December 2018, the total leasable space of the properties purchased amounted to approximately 52,645m². At 31 December 2018, the (future) rental proceeds amounted to approximately
EUR 5.79 million p.a. The average remaining lease term was approximately 9.7 years.
In 2018, the Issuer entered into a long-term real estate asset management agreement with publity
AG (see section XXXIV.1. for further details). Under the real estate asset management agreement,
publity AG is to provide services relating to the acquisition, management and realisation of investment properties for the Issuer or individual special purpose entities. The real estate asset management agreement comprises the following services (i) services provided by publity AG in the
course of the acquisition process, including selection, identification, monitoring and presentation
of potential property acquisition opportunities (individual properties or portfolios) and/or investments that meet the profile of requirements for properties and investments as defined by the Issuer, drafting business plans and structuring, overseeing and managing due diligence reviews as
well as obtaining debt financing for the potential investment (ii) customary and necessary services
relating to portfolio and asset management, development, restructuring, leasing, acquisition,
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sourcing, sale, marketing and construction services following the acquisition of the property or
the investments as well as liquidity and risk management services and, finally, (iii) providing
assistance during the sale process in line with the services provided during the acquisition process
and screening potential interested parties in light of the requirements of the German Money Laundering Act, organisation and operation of the data room and, finally, organisation and conduct of
property inspections with interested parties.
b.

Future influencing factors (unaudited)

The Issuer believes that the following factors will have a material influence on the performance,
financial condition and results of operations of the Issuer:
Economic developments on the German real estate market (unaudited)
The Issuer is affected by economic developments within the real estate sector. The Issuer's performance therefore depends on a range of continuously changing factors that affect this market
and is exposed to fluctuations and developments over which it has no control.
For instance, the amount of realisable rents, valuations and proceeds from the sale of properties
in the commercial real estate sector depends on general economic and financial conditions such
as demographic trends, population growth, a changing interest rate environment, the amount of
inflation, general tax and legal conditions, demand for commercial properties and the general
attractiveness of Germany as compared to other countries.
In addition, regional factors such as the unemployment rate, infrastructure development and specific regional microeconomic developments also substantially impact the Issuer's results of operations.
Political and regulatory factors (unaudited)
Political and statutory factors materially affect the development of the German commercial real
estate market and thus also the Issuer's business performance. For instance, changes in construction law or the general tax treatment of real estate holdings or sales in Germany can have a significant influence on the Issuer's results of operations.
Competition on the commercial real estate market and general availability of commercial
properties (unaudited)
The Issuer intends to further expand its property portfolio through acquisitions and to lease and/or
sell its properties at attractive conditions. The availability of attractive acquisition targets depends
on supply and demand on the commercial real estate market. In this respect, the Issuer competes
with many national and international property investors. As a result, the future development of
the Issuer's growth strategy depends on the ability to find, use and finance sufficient numbers of
attractive real estate acquisition targets.
Sale of properties (unaudited)
The Issuer primarily views itself as the holder of a portfolio. Sales of individual properties or real
estate portfolios may lead to significant fluctuations of total income and expenses in the course
of the year. The volume and conditions of the sales will have a material impact on the result from
ordinary activities in the year in which the properties are sold as well as thereafter. For instance,
sales of properties directly affect rental income in the subsequent year, as well as the Issuer's
interest expense and cash on hand if the net proceeds from the sale are not used in full to repay
financing arrangements.
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Leasing of properties (unaudited)
The Issuer intends to generate the majority of its future total income from the leasing of commercial properties. The objective is to generate sustainable, stable income through long-term leasing
of properties to tenants of good credit quality from a broadly diversified range of sectors as well
as through active property management. When deciding to acquire properties, the Issuer will analyse the property, market, location and tenants in order to derive a long-term outlook for leasing,
income and value appreciation potential. Leasing opportunities will be optimised by improving
the fixtures and fittings of the properties.
In order to successfully enter into lease agreements, the Issuer's offering must prevail over competing properties offered at comparable conditions.
Leasable space can fluctuate sharply due to purchases and sales of properties. Furthermore, vacancy rates in the individual properties can significantly influence earnings. With respect to the
property portfolio held by the Issuer's Group, leasable space as at the date of this Prospectus
amounted to 190,502 m² and annualised rental income was approximately EUR 22.9 million. In
order to ensure that the Issuer can earn a sustainable rental income and avoid potential vacancies,
the Issuer generally aims to increase lease terms and actively manage vacancy rates. At the date
of this Prospectus, the average remaining lease term was approximately 8.29 years.
The gross and net rental income may fail to meet the Issuer's expectations in the event of losses
of rental revenue or due to less profitable new or follow-on leases. However, the Issuer focuses
on tenants of good credit quality and a broadly diversified range of sectors and regions in order
to minimise the influence of economic fluctuations in certain regions or economic sectors. Please
refer to section IV.2.a. for a discussion of the portfolio.
Value of (future) property portfolio (unaudited)
The market value of the properties depends significantly on future realisable rental income and
the general market and financial environment. The Issuer initially recognises its portfolio properties in accordance with HGB at cost less depreciation. In the consolidated financial statements
prepared as at 31 December 2018 in accordance with IFRS, portfolio properties are measured at
fair value in accordance with IAS 40, with any changes in the fair value being recognised directly
through profit or loss. If such properties are acquired as part of the acquisition of a group of assets
and liabilities in exchange for share-based payment, the cost is recognised as the fair value. Any
gain or loss on the disposal of investment property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is recognised through profit or loss. In
addition, it should be noted that in accordance with IFRS 5.15 properties which meet the criteria
for definition as non-current assets held for sale are measured at the lower of its carrying amount
and fair value less costs to sell.
The Issuer determines the market value of its portfolio properties annually in accordance with
internationally recognised standards and guidelines. The market value of the real estate assets is
subject to fluctuations which are influenced by external factors such as the economic situation,
interest rate fluctuations, the financing environment and changing market rates of interest, and by
qualitative factors such as the occupancy rate and condition of the properties. Changes in market
value can affect the carrying amount recognised for the non-current assets and the balance sheet
structure as a whole, as well as financing conditions. The fair value of investment property is
determined by external independent appraisers with the relevant professional qualifications and
current experience with the location and nature of the properties subject to valuation.
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Operating expenses (unaudited)
The Issuer's results of operations comprise income in the form of rental income and proceeds of
sales, alongside operating expenses relating to maintenance, leasing and payments for business
operations, such as costs for asset management and general administration and advising.
Maintenance and modernisation measures (unaudited)
The amount of maintenance and modernisation expenses directly influences the amount of operating expenses incurred in connection with generating rental income, and thus directly influences
the Issuer's results of operations. Due to the ageing process of individual properties, technological
advancement, changes in market expectations or contemporary demands by tenants, the Issuer
may in future be forced to comprehensively renovate certain properties in order that these may
subsequently be re-leased on appropriate economic terms, particularly in connection with followon leases of commercial properties upon expiry of the relevant lease agreements.
Financing expenses (unaudited)
The Issuer intends to cover its funding needs by taking out bank loans and by raising equity and
debt capital on the financial and capital markets. The acquisition of properties is primarily financed through debt (e.g., through bank loans) via the respective property management companies and through equity, which is made available to the property management companies via loans
from the Issuer or pursuant to the cash pooling agreements discussed in section XXXIV.6. The
Issuer's sources of funding also include the proceeds from the issue of the bonds to which this
Prospectus relates. Furthermore, the Issuer also plans to cover its funding requirements (at arm'slength conditions) via (further) mezzanine financing, bridge financing, shareholder loans and
other forms of financing. Consideration is also being given in particular to issuing a corporate
bond.
It is of vital importance for the Issuer that the financing partners provide investments at reasonable
terms. The general conditions for financing real estate acquisitions are subject to constant change
and, depending on how they develop, can influence the attractiveness of the financing options.
These factors include in particular the development of the currently favourable interest rates for
financing. The Issuer's profitability is thus significantly influenced by the development of the
market for debt financing.
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VIII. INFORMATION ON THE STATE OF THE BUSINESS AND THE FINANCIAL
POSITION FOR THE FINANCIAL YEARS ENDED ON 31 DECEMBER 2017
AND 31 DECEMBER 2018 (HGB)
Investors should read the subsequent discussion and analysis of financial condition and results
of operations of PREOS Real Estate AG together with the Company's annual financial statements
including the accompanying notes contained in this Prospectus (see section XXVI.) and the further financial information contained elsewhere in this Prospectus. The HGB annual financial
statements prepared by PREOS Real Estate AG for the financial years ended on 31 December
2017 and 31 December 2018 were prepared in accordance with the provisions of the German
Commercial Code (Handelsgesetzbuch, "HGB)" and audited by Ebner Stolz GmbH & Co. KG,
Wirtschaftsprüfungsgesellschaft, Steuerberatungsgesellschaft, Ludwig-Erhard-Straße 1, 20459
Hamburg and issued with the unqualified audit opinions which have been reproduced in section
XXVI. of this Prospectus. The corporate and financial data presented below have been excerpted
from the HGB annual financial statements for the 2017 and 2018 financial years.
The figures presented are rounded to thousands of euros (EUR '000) and percentages are rounded
to one decimal place.
It is therefore possible that the rounded figures may not add up exactly to the totals given.
Where financial information from the annual financial statements is indicated as "unaudited", it
has been calculated by the Issuer based on audited financial information but not itself audited by
the auditor.
Percentages and figures describing changes in audited financial information are all unaudited.
The following notes to the key financial indicators have been derived from the Company's audited
annual financial statements. However, these notes are not contained in the annual financial statements as such and have not been audited. The notes relate to the audited balance sheet and income
statement, which were prepared in accordance with HGB for the financial years ended on 31
December 2017 and 31 December 2018.
1.

Key accounting policies

A detailed description of the general accounting policies for the balance sheet and the income
statement used for preparing the annual financial statements for financial years 2017 and 2018 in
accordance with German commercial law can be found in the notes to the annual financial statements (see section XXVI.).
The preparation of annual financial statements requires a certain degree of judgment and estimates
which affect the recognition, measurement and presentation of assets, liabilities, income, expenses, contingent assets and contingent liabilities. All estimates and their underlying assumptions are subject to continuous reassessment. They are based on past experience and other insights,
including expectations about possible future events. Given the uncertainties associated with these
estimates and assumptions, actual figures can deviate from the assumptions and estimates in future periods, resulting in significant adjustments to the carrying amount of the relevant assets and
liabilities.
The annual financial statements prepared as at 31 December 2017 and 31 December 2018 were
prepared in accordance with the provisions of German commercial law concerning financial reporting set out in sections 242, 264 et seq HGB and the relevant provisions of the German Act
Concerning Limited Liability Companies (Gesetz betreffend die Gesellschaften mit beschränkter
Haftung, "GmbHG") and the German Stock Corporation Act (Aktiengesetz, "AktG").
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At the respective reporting dates, the Company qualified as a small corporation in accordance
with section 267 (1) HGB. The size-related exemptions set out in section 274a HGB were exercised.
The income statement was prepared in accordance with the total cost (nature of expense) method
pursuant to section 275 (2) HGB. The annual financial statements were prepared in euros
("EUR"). No foreign currency translation took place.
The key accounting policies below were applied in preparing the annual financial statements.
The Company’s assets and liabilities were measured individually in accordance with the prudence
principle. The Company took identifiable risks and losses into account when preparing the annual
financial statements. The annual financial statements were prepared on the basis of the going
concern assumption. The accounting policies applied in the preceding annual financial statements
have been retained.
Income and expenses arising during the financial year were included in the annual financial statements irrespective of when the relevant payments were made.
Fixed assets
Fixed assets are measured at cost, including incidental transaction costs and, if they are finitelived, are subject to straight-line depreciation and amortisation over the standard useful lives of
the assets. The prepayments reported under fixed assets were recognised at their nominal amounts.
Current assets
Receivables and other assets are recorded at the nominal amount less any write-downs to the
lower market value required.
Inventories are measured at the lower of cost or market value.
Cash is carried at nominal value.
Equity
In 2016 and 2017, the Company's subscribed capital in accordance with its articles of association
was EUR 25 thousand; this was increased to EUR 22,000 thousand on 16 February 2018.
Provisions
Provisions are recognised for any other uncertain liabilities. They are recognised at the expected
settlement amount.
Liabilities
Liabilities are measured at the settlement amount.
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2.

Financial condition and results of operations

Income statement data (HGB)
Financial year
1 Jan. - 31 Dec. 1 Jan. - 31 Dec.
2018
2017
EUR '000
EUR '000
audited
audited
1
2
3
4
5
6
7
8
9
10
11
12
13

Sales
Other operating income
Cost of materials: Cost of raw materials,
consumables and supplies, and of purchased
merchandise
Cost of purchased services
Personnel expenses
Depreciation, amortisation and impairment losses
Other operating expenses
Other interest and similar income
Expenses for loss absorption
Interest and similar expenses
Taxes on income
Profit/loss after tax
Net loss (previous year: net income) for the
financial year

112
0

182
2,711

146

162

13
182
5
1,683
0
2,174
102
-55
-4,139

275
0
0
436
9
0
124
69
1,836

-4,139

1,836

The figures presented are rounded to thousands of euros (EUR '000). As a result of rounding
individual amounts in accordance with normal commercial practice, the amounts presented in the
tables below may not always match the result obtained from adding or subtracting the respective
amounts of the individual items.
a.

Sales (audited)

The Issuer's sales (2017: EUR 182 thousand; 2018: EUR 112 thousand) resulted from the sale of
selected motor vehicles in the upper price category. PREOS Real Estate AG did not generate any
further sales in 2018, as it now functions as a holding company under the new business model. It
makes financial resources available to subsidiaries through the cash pool. The property management companies generate sales in the form of rental income.
b.

Other operating income (audited)

Other operating income (2017: EUR 2,711 thousand; 2018: EUR 0 thousand) for the 2017 reporting period related primarily to claims for damages asserted against a notary. The Issuer (at the
time still a German limited liability company trading under the name AMG Immobilien Berlin
GmbH) sued a notary for damages in a complaint dated 28 December 2017. This litigation for
damages resulted from the finding in a separate court proceeding that notarisation errors had occurred in connection with a condominium purchase agreement and an associated loan agreement
(see also section XXXII.). Because of the fact that various agreements were entered into under
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which a wholly owned subsidiary of a former (beneficial) shareholder of the Issuer assumed outstanding liabilities of the Issuer – amounting to approximately EUR 5.3 million at the time – in
return for receiving from the Issuer the assignment of receivables from third parties, the claims
for damages against the notary (amounting to EUR 2,500 thousand) were also transferred to the
other company and were accordingly reported as other operating income of the Issuer. No comparable income accrued in 2018.
c.

Cost of raw materials, consumables and supplies, and of purchased merchandise (audited)

Expenses for raw materials, consumables and supplies, and of purchased merchandise (2017:
EUR 162 thousand; 2018: EUR 146 thousand) related to the purchase of selected motor vehicles
in the upper price category in the respective reporting periods. The property-specific expenses
incurred under the new business model are reported at the respective property management companies.
d.

Cost of purchased services (audited)

The cost of purchased services (2017: EUR 275 thousand; 2018: EUR 13 thousand) in 2018 comprised expenses for purchased services in connection with the acquisition and marketing of properties and representation of the Company, while by contrast in 2017 these covered expenses for
purchased services in connection with the sale and marketing of motor vehicles.
e.

Personnel expenses (audited)

Personnel expenses (2017: EUR 0 thousand; 2018: EUR 182 thousand) in 2018 comprised expenses for managing director salaries and lump-sum taxes. In the previous year, the Company did
not employ any staff.
f.

Other operating expenses (audited)

Other operating expenses (2017: EUR 436 thousand, 2018: EUR 1,683 thousand) in 2018 increased by EUR 1,247 thousand year on year. This was due primarily to the increase in expenses
for the capital increase (EUR 355 thousand), the renaming of the Company (EUR 35 thousand)
and the IPO (EUR 578 thousand). In addition, that amount included increased expenses for preparing and auditing the annual financial statements, amounting to EUR 149 thousand, due to the
more comprehensive reporting obligations. In addition, EUR 83 thousand in expenses were also
incurred for property valuations.
g.

Other interest and similar income (audited)

In 2017, interest income amounted to EUR 9 thousand. This item amounted to EUR 0 thousand
as at 31 December 2018.
h.

Interest and similar expenses (audited)

Interest expenses amounted to EUR 124 thousand in 2017 and EUR 102 thousand in 2018, and
related primarily to shareholder loans.
i.

Expenses for loss absorption

As part of the formation of the subsidiaries, profit and loss transfer agreements were entered into
with the property management companies. In financial year 2018, this resulted in expenses for
loss absorption amounting to EUR 2,174 thousand (2017: EUR 0 thousand). The losses resulted
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mostly from the fact that the transfer of benefits and burdens of the real property took place primarily at the end of the year and as a result it was only possible to recognise a pro-rata share of
rental income for the 2018 financial year.
j.

Taxes on income (audited)

A loss carryback resulted in tax income of EUR 55 thousand for 2018 (2017: EUR -69 thousand).
k.

Net income / net loss for the financial year (audited)

The financial year 2018 closed with a net loss of EUR 4,139 thousand. In 2017, net income
amounted to EUR 1,836 thousand, and was affected significantly by the income from claims for
damages. Moreover, the EUR 5,975 thousand reduction in earnings mainly reflected the increase
in expenses in connection with the change in the business model. Furthermore, profit or loss
transfer agreements were entered into with subsidiaries, resulting in the absorption of EUR 2,174
thousand in losses by PREOS Real Estate AG in 2018.
3.

Net assets and capital structure

Balance sheet data (HGB)

Assets
A.

B.
I

Fixed assets
Tangible fixed assets
Other equipment, operating and office equipment
Shares in affiliated companies

III

Current assets
Inventories
1. Work in progress
2. Merchandise
Receivables and other assets
1. Trade receivables
2. Receivables from affiliated companies
3. Other assets
Bank balances

C.

Prepaid expenses

II

Total assets

Financial year as at
31 Dec. 2018
31 Dec. 2017
EUR '000
EUR '000
audited
audited

57
25

0
0

0
0

0
145

0
41,463
564
1,007

216

248

0

43,365

1,192

22,000
258

25
-1,578

750
80

Equity and liabilities
A.
I
II

Equity
Subscribed capital
(Loss) / profit carried forward
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III

Net income / net loss for the financial year

B.

Provisions
1. Other provisions

C.

a.

-4,139

1,836

252

542

Liabilities
1. Trade payables
2. Liabilities to affiliated companies
3. Other liabilities

703
2,174
22,118

366
0
0

Total equity and liabilities

43,365

1,192

Fixed assets

Tangible fixed assets (audited)
Tangible fixed assets amounted to EUR 0 thousand in 2017, and EUR 57 thousand in 2018. That
amount included motor vehicles worth EUR 55 thousand and other operating and office equipment worth EUR 2 thousand. The acquired properties are recognised by the respective property
management companies.
b.

Current assets

Inventories (audited)
Work in progress and merchandise amounted to EUR 0 thousand as at 31 December 2018.
Trade receivables (audited)
Trade receivables amounted to EUR 216 thousand in 2017 and EUR 0 thousand in 2018. The
change was due to the change in the business model, as PREOS Real Estate AG does not generate
sales from third parties in its new function.
Receivables from affiliated companies (audited)
Receivables from affiliated companies amounted to EUR 41,463 thousand in 2018 (EUR 0 thousand in 2017). The change in the business model and the formation of subsidiaries led PREOS
Real Estate AG to assume the function of a holding company within the Group. It makes financial
resources available to the subsidiaries via a cash pool. The resulting receivables are presented in
this line item.
Other assets (audited)
Other assets amounted to EUR 750 thousand in 2017 and EUR 564 thousand in 2018. In 2018,
other assets consisted primarily of a VAT receivable amounting to EUR 251 thousand, a claim
for corporation tax reimbursement due to a loss carryback amounting to EUR 55 thousand and
receivables from former shareholders amounting to EUR 251 thousand.
Cash-in-hand and bank balances (audited)
Cash funds/cash and cash equivalents amounted to EUR 1,007 thousand in 2018 and EUR 80
thousand in 2017. The increase in cash funds/cash and cash equivalents was due mainly to the
capital increase and the proceeds of a shareholder loan; it was offset by the fact that loans were
extended to the subsidiaries.
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c.

Equity

Equity comprises the subscribed share capital and other reserves. Please refer to section XXXV
for information about the (share capital.)
d.

Provisions (audited)

In financial year 2018, provisions – which amounted to EUR 542 thousand in financial year 2017
and EUR 252 thousand in financial year 2018 – comprised provisions for costs of preparing and
auditing the annual financial statements amounting to EUR 172 thousand and other provisions
amounting to EUR 80 thousand. In 2017, provisions primarily consisted of provisions for outstanding invoices for the acquisition of motor vehicles.
e.

Trade payables (audited)

Trade payables amounted to EUR 366 thousand in 2017 and EUR 703 thousand in 2018. In 2017,
these were primarily liabilities from the acquisition of tangible fixed assets (selected motor vehicles). Due to the change in the business and the ongoing restructuring, in 2018 these consisted
mainly of legal and advisory costs amounting to EUR 322 thousand, insurance premiums amounting to EUR 116 thousand, liabilities for finders' fees owed to publity AG amounting to EUR 104
thousand, property appraisals amounting to EUR 100 thousand, expenses in connection with the
preparation and audit of annual financial statements amounting to EUR 53 thousand and other
liabilities amounting to EUR 8 thousand.
f.

Liabilities to affiliated companies (audited)

Liabilities to affiliated companies amounted to EUR 2,174 thousand in 2018 (2017: EUR 0 thousand) and consisted of liabilities from the absorption of losses of subsidiaries with which a profit
and loss transfer agreement is in place.
g.

Other liabilities (audited)

Other liabilities amounted to EUR 22,118 thousand in 2018 (2017: EUR 0 thousand) and included
shareholder loans granted by TO-Holding GmbH and TO Holding 2 GmbH, each in the amount
of EUR 11,000 thousand, as well as the related interest amounting to EUR 101 thousand in total.
In addition, this item also included liabilities for wage and church tax amounting to EUR 17
thousand. The shareholder loan was taken out in the autumn of 2018.
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IX.

INFORMATION ON THE STATE OF THE BUSINESS AND THE FINANCIAL
POSITION FOR THE FINANCIAL YEARS ENDED ON 31 DECEMBER 2017
AND 31 DECEMBER 2018 (IFRS)

Investors should read the subsequent discussion and analysis of financial condition and results
of operations of PREOS Real Estate AG together with the Company's IFRS annual financial statements including the accompanying notes contained in this Prospectus (see section XXVI.3.) and
the further financial information contained elsewhere in this Prospectus. The IFRS separate financial statements prepared by PREOS Real Estate AG for the financial year ended on 31 December 2018 contain comparative figures as at 31 December 2017 and were prepared in accordance with the provisions of the International Financial Accounting Standards (IFRS) as adopted
by the European Union (EU) and audited by Ebner Stolz GmbH & Co. KG,
Wirtschaftsprüfungsgesellschaft, Steuerberatungsgesellschaft, Ludwig-Erhard-Straße 1, 20459
Hamburg and issued with the unqualified audit opinion which has been reproduced in section
XXVI.3. of this Prospectus. The corporate and financial data presented below have been excerpted from the IFRS annual financial statements for the 2018 financial year.
The figures presented are rounded to thousands of euros (EUR '000) and percentages are rounded
to one decimal place.
It is therefore possible that the rounded figures may not add up exactly to the totals given.
Percentages and figures describing changes in audited financial information are all unaudited.
The following notes to the key financial indicators have been derived from the Company's audited
IFRS annual financial statements. However, these notes are not contained in the IFRS annual
financial statements as such and have not been audited. The notes relate to the audited consolidated statement of financial position and consolidated income statement, which were prepared in
accordance with IFRS for the financial year ended on 31 December 2018.
1.

Basis of preparation

As at 31 December 2017 the Company was trading under the name AMG Immobilien Berlin
GmbH with its registered office in Bayreuth. On 12 February 2018 it was renamed PREOS Real
Estate GmbH and its registered office was moved to Leipzig. Upon entry in the commercial register on 9 March 2018, the share capital of PREOS Real Estate GmbH was increased by EUR
21,975,000 from EUR 25,000 to EUR 22,000,000. This was effected by the issue of 21,975,000
new shares with a value of EUR 1 each. On 9 April 2018, PREOS Real Estate GmbH changed its
legal form and became PREOS Real Estate AG.
These separate financial statements for PREOS Real Estate AG do not contain any segment reporting, as the reports made to the Company's Executive Board, which represent the most senior
management body within the meaning of IFRS (management approach), is not subdivided into
geographical regions or business segments. Since after its change in corporate forms the Company
has operated as a holding company which does not conduct any operating business, the reports to
the Executive Board of the Company are presented uniformly for the entire Company.
The net profit of EUR 1,835,883 generated in accordance with German commercial law in 2017
deviated from the EUR 2,499,785 net income generated in accordance with IFRS in 2017 by EUR
-663,902. In 2017, liabilities of PREOS Real Estate AG were offset against potential reimbursement claims of PREOS Real Estate AG by the former shareholder, without any effect on liquidity.
The offsetting of payment obligations against contingent assets was recognised as other operating
income in accordance with German commercial law. By contrast, under IFRS such offsetting
must be accounted for as a contribution of capital.
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At 1 January 2017, HGB equity amounted to EUR -1,553,234, and deviated from the figure reported for equity in accordance with IFRS by EUR 3 thousand. At 31 December 2017, HGB
equity amounted to EUR 282,649, and deviated from the figure reported for equity in accordance
with IFRS by EUR 2 thousand. The small difference in both years was attributable to the measurement of receivables.
The net profit of EUR -4,138,925 generated in accordance with German commercial law in 2018
deviated by EUR 6,785,762 from the net income of EUR 2,646,837 generated in accordance with
IFRS in 2018. EUR 6,783,602 of the difference was attributable to the shares in subsidiaries
measured at fair value, which under HGB accounting were recognised at no more than amortised
cost. The residual difference of EUR 2,160 resulted from the measurement of receivables.
2.

Key accounting policies (IFRS)

A detailed description of the general accounting policies for the statement of financial position
and the income statement used for preparing the IFRS annual financial statements can be found
in the notes to the annual financial statements (see section XXVI.3).
The preparation of annual financial statements to some extent necessitates discretionary decisions
and estimates which affect the recognition, measurement and presentation of assets, liabilities,
income, expenses, contingent assets and contingent liabilities. All estimates and their underlying
assumptions are subject to continuous reassessment. They are based on past experience and other
insights, including expectations about possible future events. Given the uncertainties associated
with these estimates and assumptions, actual figures can deviate from the assumptions and estimates in future periods, resulting in significant adjustments to the carrying amount of the relevant
assets and liabilities.
The following key accounting policies were applied in preparing the annual financial statements
for financial year 2018 (including the comparative figures for financial year 2017):
Fair value measurement
The fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. A fair value measurement assumes that the transaction to sell the asset or transfer the liability takes place either:
a) in the principal market for the asset or liability; or
b) in the absence of a principal market, in the most advantageous market for the asset or liability.
The Company must have access to the principal (or most advantageous) market. An entity shall
measure the fair value of an asset or a liability using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic best interest.
The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
All assets and liabilities whose fair value is to be determined or presented in the financial statements are classified according to the fair value hierarchy described below, based on the lowest
level input that is significant to the entire measurement of fair value.
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are observable on the market, either directly or indirectly.
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Level 3: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are not observable on the market.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Executive Board determines whether any transfers between levels of the fair value hierarchy have
occurred by reviewing their classification at the end of the reporting period (based on the inputs
at the lowest level that is significant to the entire measurement of fair value).
Classification as current or non-current
The Company classifies its assets and liabilities into current and non-current assets or liabilities
in the statement of financial position. An asset is classified as current if:
a) it is expected to be realised within a normal operating cycle or is held for sale or consumption
within that period, or
b) it is expected to be realised within twelve months after the reporting period, or
c) it is cash or a cash equivalent unless the asset is restricted from being exchanged or used to
settle a liability for at least twelve months after the reporting period.
All other assets are classified as non-current.
A liability is classified as current if:
a) the liability is expected to be settled within a normal operating cycle.
b) the liability is expected to be settled within twelve months after the reporting date or
c) the entity does not have an unrestricted right to defer the liability for at least twelve months
after the reporting date (e.g., in the event of a breach of loan terms and conditions).
All other liabilities are classified as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
Financial assets
Due to the role they play in financing the Company, financial assets are of material significance
to the (IFRS) separate financial statements. Financial assets consist mainly of shares in affiliated,
non-listed real estate companies (equity interest: 94.9% ~ 100%) and receivables from the shortterm provision of funds to subsidiaries (treasury management). No derivatives or complex financial instruments are used.
At initial recognition, financial assets are classified as measured at amortised cost, at fair value
through other comprehensive income or at fair value through profit or loss. The classification of
financial assets at initial recognition depends on the contractual cash flow characteristics of the
financial asset and the Company's business model for managing the financial assets.
Shares in affiliated companies are initially recognised at fair value plus transaction costs in accordance with the provisions of IAS 27 in conjunction with IFRS 9. The fair value of shares in
affiliated companies at initial recognition is regularly the transaction price, i.e., the fair value of
the transferred consideration. In subsequent periods, the shares in affiliated companies continue
to be measured at fair value. In keeping with the option provided in IFRS 9.4.1.4, subsequent
changes in fair value are presented in the income statement. Fair value is measured in subsequent
periods in accordance with the provisions of IFRS 13. Given that the shares in PREOS Real Estate
AG's affiliated companies are not traded on an active market, they are measured using inputs
which do not derive from observable market data (level 3). Since the affiliated companies are real
53

estate companies, the shares in subsidiaries are subsequently measured based on net asset value
(NAV) for purposes of simplification.
PREOS Real Estate AG does not recognise any financial assets which are measured at fair value
through other comprehensive income.
The financial assets are derecognised when the contractual rights to the cash flows from the financial assets expire or the rights to receive the cash flows are transferred in a transaction in which
substantially all of the risks and rewards associated with ownership of the financial asset are also
transferred.
PREOS Real Estate AG recognises financial assets which are measured at amortised cost in accordance with IFRS 9.4.1.2. These are essentially receivables from affiliated companies.
Impairment of financial assets
PREOS Real Estate AG makes use of the simplified impairment model in accordance with IFRS
9.5.5.15 and always measures the loss allowance required at an amount equal to lifetime expected
credit losses. In light of the performance of the properties held by the subsidiaries and the ability
to actively steer this performance, there is no material risk in relation to the recognition of specific
valuation allowances on Group receivables.
Financial liabilities
Loan liabilities and other liabilities are initially recognised at fair value less transaction costs.
After initial recognition the liabilities are measured at amortised cost using the effective interest
method.
Financial liabilities are derecognised when they are extinguished i.e. when the obligations specified in the contract have been discharged or cancelled or have expired.
Recognition of revenue and expenses
Revenue is recorded when it is probable that the economic benefits will flow to the Company and
the amount of the income can be reliably determined.
Interest income and expenses are recognised on a time proportion basis taking account of the
outstanding receivable or liability and the effective interest rate over the remaining term.
Expenses are recognised as soon as they are incurred.
Cash flow statement
The cash flow statement presents the movements in the Company's cash flows in the reporting
period. In the separate financial statements, cash flow from operating activities is calculated using
the indirect method, with earnings before taxes being adjusted to remove non-cash items and to
incorporate cash items. The cash flow statement presents cash flow from operating activities, from
investing activities and from financing activities.
Significant judgements, estimates and assumptions
When preparing the separate financial statements, the Executive Board makes estimations and
assumptions about expected future developments on the basis of the state of affairs at the balance
sheet date. The resulting estimates may differ from actual subsequent circumstances. In this event,
corresponding adjustments are made prospectively to the assumptions and the carrying amounts
of the assets or liabilities concerned where necessary.
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Estimates and assumptions are subject to continual review and are based on experience and other
factors, including expectations as to future events, which appear reasonable in light of the relevant
circumstances.
The Executive Board has made the following estimates when applying the accounting policies,
which have a material impact on the amounts reported in the separate financial statements:
a) Estimates impact on the valuation of financial assets. This relates in particular to the measurement of shares in affiliated companies based on an NAV valuation technique. The fair
values of the properties held by the subsidiaries, as determined by expert appraisal, have a
material impact on this. Moreover, the default risks relating to financial assets must be assessed and the respective expected credit losses must be estimated.
b) Deferred taxes: The Executive Board decides the extent to which future loss carryforwards
can be utilised based on current projections. This is therefore decided based on expected future taxable profits.
c) PREOS has formed a consolidated tax group for income tax purposes with several subsidiaries. Deferred taxes must generally be recognised at the level of the consolidated tax group
parent, including for temporary differences resulting from consolidated tax group subsidiaries. Since not only the shares in property management companies must be measured at fair
value at the level of the consolidated tax group parent, but also the properties held by the
property management companies, in order to avoid double-counting of temporary differences
only those temporary differences with respect to the recognised shares are taken into account.
Temporary differences relating to consolidated tax group subsidiaries are not taken into account. This assumes the disposal of properties in the context of a share deal.
d) Provisions are subject to a variety of assumptions in relation to the probabilities of occurrence
and the amounts to be utilised. All information known at the time the financial statements are
prepared is taken into account when decisions are made.
The Executive Board has exercised the following judgements when applying the accounting policies, which have a material impact on the amounts reported in the Company's separate financial
statements:
a) When financial instruments are initially recognised, it must be decided which measurement
category applies to them.
b) PREOS Real Estate AG makes use of treasury management to finance the subsidiaries. By
contrast, long-term financing would significantly change the face of the statement of financial
position, as in such a case the receivables from affiliated companies would be reported as
non-current assets.
3.

Financial condition and results of operations

Income statement data (IFRS)
The figures presented are rounded to thousands of euros (EUR '000). As a result of rounding
individual amounts in accordance with normal commercial practice, the amounts presented in the
tables below may not always match the result obtained from adding or subtracting the respective
amounts of the individual items.
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Financial year
1 Jan. - 31 Dec. 2018 1 Jan. - 31 Dec. 2017
EUR '000
EUR '000
audited
audited
1
2
3
4
5
6
7
8
9
10
11
12
13
13

a.

Revenue
Cost of sales
Gross profit
Remeasurement of financial assets (from operating investments)
Other operating income
Personnel expenses
Other operating expenses
Earnings before interest and taxes (EBIT)
Financial income
Financial expenses
Expenses for loss absorption
Earnings before taxes
Taxes on income
Net profit for the period

112
-159
-47
6,784
2
-182
-1,688
4,869
0
-103
-2,174
2,592
55
2,647

182
-437
-255
0
211
0
-436
-479
9
-124
0
-595
-69
-664

Revenue

The Issuer's revenue (2017: EUR 182 thousand; 2018: EUR 112 thousand) resulted from trading
in selected motor vehicles in the upper price category. PREOS Real Estate AG did not generate
any further revenue in 2018, as it now functions as a holding company under the new business
model. It makes financial resources available to subsidiaries through the cash pool. The property
management companies generate revenue in the form of rental income.
b.

Cost of sales

Cost of sales included expenses for raw materials, consumables and supplies, and of purchased
merchandise (EUR 146 thousand; 2017: EUR 162 thousand) and related to the purchase of selected motor vehicles in the upper price category in the respective reporting periods. The propertyspecific expenses incurred under the new business model are reported at the respective property
management companies. Furthermore, the cost of sales included the cost for purchased services
amounting to EUR 13 thousand (2017: EUR 275 thousand) and in 2018 comprised expenses for
purchased services in connection with the acquisition and marketing of properties and representation of the Company, while by contrast in 2017 these covered expenses for purchased services
in connection with the sale and marketing of motor vehicles.
c.

Remeasurement of financial assets (from operating investments)

The balance for the remeasurement of financial assets (from operating investments) is the result
of the measurement of shares in actively managed investments at fair value through profit or loss,
amounting to EUR 6,784 thousand (2017: EUR 0 thousand). The gain on the remeasurement of
financial assets (from operating investments) is presented above EBIT to improve comparability
with the consolidated financial statements. A further reason for presenting this is the fact that the
equity investment represents the operating business of the company, which is largely determined
based on the value of the properties.
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d.

Other operating income

Other operating income amounted to EUR 2 thousand (2017: EUR 211 thousand) and in 2018
this reduction consisted primarily of the reduction in write-downs on receivables in accordance
with IFRS 9. In 2017, other operating income consisted primarily of income from the derecognition of liabilities amounting to EUR 195 thousand.
e.

Personnel expenses

Personnel expenses amounted to EUR 182 thousand in financial year 2018, of which EUR 180
thousand was attributable to Executive Board members' salaries, and EUR 2 thousand to flat rate
taxes. At 31 December 2018, the Company employed two members of the Executive Board and
no other staff. In financial year 2017, the Company had no employees.
f.

Other operating expenses

Other operating expenses (2017: EUR 436 thousand, 2018: EUR 1,688 thousand) in 2018 increased by EUR 1,252 thousand year on year. This was due primarily to the expenses for the
capital increase (EUR 355 thousand), the renaming of the Company (EUR 35 thousand) and the
IPO (EUR 578 thousand). Comparable expenses were not incurred in financial year 2017. In addition, that amount included increased expenses for preparing and auditing the annual financial
statements, amounting to EUR 149 thousand, due to the more comprehensive reporting obligations. Legal and advisory costs decreased slightly from EUR 420 thousand in financial year 2017
to EUR 329 thousand in financial year 2018.
g.

Other interest and similar income

In 2017, interest income amounted to EUR 9 thousand and related to extended loans. This item
amounted to EUR 0 thousand as at 31 December 2018.
h.

Interest and similar expenses

Interest expenses amounted to EUR 124 thousand in 2017 and EUR 102 thousand in 2018. In
2017, interest expenses related primarily to loans from related parties and third parties; in 2018,
they related mainly to shareholder loans.
i.

Expenses for loss absorption

As part of the formation of the subsidiaries, profit and loss transfer agreements were entered into
with the property management companies. In financial year 2018, this resulted in expenses for
loss absorption amounting to EUR 2,174 thousand (2017: EUR 0 thousand). The losses resulted
mostly from the fact that the transfer of benefits and burdens of the real property took place primarily at the end of the year and as a result it was only possible to recognise a pro-rata share of
rental income for the 2018 financial year.
j.

Taxes on income

A loss carryback resulted in tax income of EUR 55 thousand for 2018 (2017: EUR -69 thousand).
The balance of deferred tax expenses/income was EUR 0 thousand (2017: EUR 0 thousand).
k.

Net profit for the period

The financial year 2018 closed with a net profit for the period of EUR 15,414 thousand. In the
previous year, 2017, the net loss for the period amounted to EUR -664 thousand. The EUR 16,078
thousand improvement in the net result for the period was attributable primarily to the fair value
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measurement of shares in affiliated companies. By contrast, the increase in expenses in connection with the change in the business model offset this improvement. Furthermore, profit or loss
transfer agreements were entered into with subsidiaries, resulting in the absorption of EUR 2,174
thousand in losses by PREOS Real Estate AG in 2018.
4.

Net assets and capital structure

Balance sheet data (IFRS)
Financial year as at
31 Dec. 2018 31 Dec. 2017
EUR '000
EUR '000
audited
audited
Non-current assets
Property, plant and equipment
Shares in affiliated companies

Current assets
Inventories
Trade and other receivables
Receivables from affiliated companies
Corporation tax receivable
Other non-current financial assets
Cash and cash equivalents
Total assets
Equity
Subscribed capital
Capital reserves
Retained earnings
Net retained profits

Non-current liabilities
Other financial liabilities

Current liabilities
Trade payables
Liabilities to other long-term investees and investors
Other financial liabilities (current)
Total equity and liabilities

a.

57
6,809

0
0

6,866

0

0
0
41,463
55
758
1,007
43,283
50,149

145
214
0
0
750
80
1,189
1,189

22,000
2,501
-2,245
2,647
24,903

25
2,501
-1,582
-664
280

22,101
22,101

0
0

702
2,174

366
0

269
3,145
50,149

542
909
1,189

Non-current assets

Property, plant and equipment
At 31 December 2018, property, plant and equipment included motor vehicles worth EUR 55
thousand and other operating and office equipment (EUR 2 thousand).
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The acquired properties are recognised by the respective property management companies.
Shares in affiliated companies
At the reporting date, the Company held a wholly owned equity investment in PREOS Immobilien
GmbH, with its registered office in Leipzig. In financial year 2018, this subsidiary began establishing property management companies which in turn acquire and manage commercial real estate. At the reporting date, the Group comprised 24 companies, of which in turn eight companies
had acquired properties and two had acquired 94% interests in existing real estate holding companies.
The EUR 6,809 thousand reported as at 31 December 2018 resulted from the remeasurement
through profit or loss of the shares in affiliated companies in accordance with IAS 24 in conjunction with IFRS 9. Since the affiliated companies are exclusively real estate companies, the shares
in subsidiaries are subsequently measured based on net asset value (NAV) for purposes of simplification.
b.

Current assets

Inventories
Work in progress and merchandise amounted to EUR 0 thousand as at 31 December 2018. In the
previous year, this item still included merchandise from the preceding business model, amounting
to EUR 145 thousand.
Trade and other receivables
Trade receivables amounted to EUR 214 thousand in 2017 and EUR 0 thousand in 2018. The
change was due to the change in the business model, as PREOS Real Estate AG does not generate
revenue from third parties in its new function.
Receivables from affiliated companies
Receivables from affiliated companies amounted to EUR 41,463 thousand in 2018 (EUR 0 thousand in 2017). The change in the business model and the formation of subsidiaries led PREOS
Real Estate AG to assume the function of a holding company within the Group. It makes financial
resources available to the subsidiaries via a cash pool. The resulting receivables are presented in
this line item.
Corporation tax receivable
The EUR 55 thousand corporation tax receivable recognised in 2018 was recognised in respect
of a loss carryback. There was no comparable receivable in 2017.
Other financial assets
Other financial assets amounted to EUR 750 thousand in 2017 and consisted primarily of receivables from former shareholders relating to the offsetting of liabilities and contingent liabilities
amounting to EUR 610 thousand, extended loans and interest receivables. In 2018, other financial
assets amounted to EUR 758 thousand, and primarily comprised receivables from former shareholders amounting to EUR 251 thousand, a VAT receivable of EUR 251 thousand and prepaid
expenses relating to prepaid insurance premiums amounting to EUR 248 thousand.
Cash and cash equivalents
Cash and cash equivalents amounted to EUR 1,007 thousand in 2018 and EUR 80 thousand in
2017; they comprised the current account balances on the business accounts of the Company. The
59

increase in cash and cash equivalents was due mainly to the capital increase and the proceeds of
a shareholder loan; it was offset by the fact that loans were extended to the subsidiaries.
c.

Equity

Pursuant to a resolution of the shareholders' meeting on 16 February 2018, the subscribed capital
of PREOS Real Estate AG (at that time still a limited liability company (Gesellschaft mit
beschränkter Haftung, "GmbH")) was increased by EUR 21,975,000 from EUR 25,000 to
EUR 22,000,000 through the issue of 21,975,000 new shares with a par value of EUR 1 each. The
capital increase was recorded in the commercial register on 9 March 2018. For reasons of materiality, the costs of the capital increase were not offset against the capital but instead directly
expensed.
Upon the change of legal form to a stock corporation (Aktiengesellschaft, "AG"), the share capital
was divided into 22,000,000 no-par value bearer shares which were converted into registered
shares in April of that year.
Please refer to sections XXXV.2. (Authorised Capital) and XXXV.4. (Contingent Capital) for
information on the development of PREOS Real Estate AG's authorised and contingent capital.
The capital reserves were created in the 2017 reporting period after the contribution of a claim
for damages against a notary. The Issuer (at the time still a German limited liability company
trading under the name AMG Immobilien Berlin GmbH) sued a notary for damages in a complaint
dated 28 December 2017. This litigation for damages resulted from the finding in a separate court
proceeding that notarisation errors had occurred in connection with a condominium purchase
agreement and an associated loan agreement (see also section XXXII). Because of the fact that
various agreements were entered into under which a wholly owned subsidiary of a former (beneficial) shareholder of the Issuer assumed outstanding liabilities of the Issuer – amounting to approximately EUR 5.3 million at the time – in return for receiving from the Issuer the assignment
of receivables from third parties, the claims for damages against the notary (amounting to EUR
2,500 thousand) were also transferred to the other company and were accordingly reported as a
contribution to the capital reserves of the Issuer. There were no changes to the capital reserves in
2018.
d.

Non-current liabilities

Other financial liabilities
The other non-current financial liabilities comprise a loan from TO-Holding GmbH to the Company in the amount of EUR 11,000,000 and a loan from TO Holding 2 GmbH to the Company of
EUR 11,000,000 together with interest accrued to 31 December 2018 amounting to EUR 101
thousand. The shareholder loan was taken out in the autumn of 2018.
e.

Current liabilities

Trade payables
Trade payables amounted to EUR 366 thousand in 2017 and EUR 703 thousand in 2018. In 2017,
these were primarily liabilities from the acquisition of tangible fixed assets (selected motor vehicles). Due to the change in the business and the ongoing restructuring, in 2018 these consisted
mainly of legal and advisory costs amounting to EUR 322 thousand, insurance premiums amounting to EUR 116 thousand, liabilities for finders' fees owed to publity AG amounting to EUR 104
thousand, valuation reports amounting to EUR 100 thousand, and expenses in connection with
the preparation and audit of annual financial statements amounting to EUR 53 thousand.
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Liabilities to other long-term investees and investors
Liabilities to other long-term investees and investors amounted to EUR 2,174 thousand in 2018
(2017: EUR 0 thousand) and consisted of liabilities from the absorption of losses of subsidiaries
with which a profit and loss transfer agreement is in place.
Other financial liabilities (current)
Other (current) financial liabilities amounted to EUR 269 thousand (2017: EUR 542 thousand),
and in 2018 included provisions for expenses in connection with the preparation and audit of
annual financial statements amounting to EUR 172 thousand and other provisions amounting to
EUR 80 thousand. Other (current) financial liabilities also included a liability for wage and church
tax in 2018 amounting to EUR 17 thousand. In 2017, other (current) financial liabilities primarily
consisted of provisions for outstanding invoices for the acquisition of motor vehicles.
5.

Changes in cash flows

Net cash flow from operating activities
In financial year 2018, cash outflows from operating activities amounted to EUR 1,497 thousand.
This was positively influenced by the consolidated pre-tax result of EUR 2,592 thousand, the
increase in trade payables by EUR 336 thousand, the increase in other liabilities by EUR 2,002
thousand and the decrease in trade payables by EUR 214 thousand.
Conversely, the non-cash gains within net profit for the period from the fair value measurement
of long-term financial assets, in particular, had the opposite effect. These amounted to EUR 6,784
thousand.
In financial year 2017, cash outflows from operating activities amounted to EUR 845 thousand,
and were influenced mainly by the net loss for the period before taxes amounting to EUR 595
thousand and the increase in trade payables by EUR 1,430 thousand. This was offset in particular
by other non-cash expenses and income amounting to EUR 831 thousand resulting from an agreement between the Company and ReCo Restructuring and Consolidation Consulting GmbH. Under
that agreement, significant amounts were assigned and offset subject to a release from economic
risks in favour of the Company in the course of a change in business models.
Net cash flow from investing activities
The cash outflow from investing activities amounted to EUR 41,551 thousand in financial year
2018, and was primarily attributable to disbursements for loans extended to subsidiaries amounting to EUR 41,463 thousand. This liquidity was made available to subsidiaries via a cash pool.
Furthermore, the cash outflow from investing activities was influenced by payments for the acquisition of shares in a subsidiary amounting to EUR 25 thousand and investments in property,
plant and equipment amounting to EUR 62 thousand.
There was no net cash flow from investing activities in financial year 2017.
Net cash flow from financing activities
The cash inflow from financing activities amounted to EUR 43,975 thousand in financial year
2018 and resulted from the taking out of shareholder loans amounting to EUR 22,000 thousand
as well as proceeds from a capital increase amounting to EUR 21,975 thousand.
In financial year 2017, the cash inflow from financing activities amounted to EUR 427 thousand,
comprising proceeds in connection with a settlement in the amount of EUR 520 thousand, offset
by payments for extended loans amounting to EUR 93 thousand.
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Cash and cash equivalents at the end of the period
In financial year 2017, cash and cash equivalents decreased by EUR 418 thousand from EUR 498
thousand to EUR 80 thousand as at 31 December 2017. The Company's cash and cash equivalents
increased by EUR 927 thousand in financial year 2018. The Company's cash and cash equivalents
thus amounted to EUR 1,007 thousand as at 31 December 2018.
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X.

INFORMATION ON THE STATE OF THE BUSINESS AND THE FINANCIAL
POSITION FOR THE FINANCIAL YEAR ENDED ON 31 DECEMBER 2018
(IFRS) (CONSOLIDATED)

Investors should read the subsequent discussion and analysis of financial condition and results
of operations together with the Company's consolidated financial statements including the accompanying notes contained in this Prospectus (see section XXVI.4.) and the further financial
information contained elsewhere in this Prospectus. The consolidated financial statements prepared by PREOS Real Estate AG as at 31 December 2018 were prepared in accordance with the
provisions of the International Financial Accounting Standards (IFRS) as adopted by the European Union (EU) and audited by Ebner Stolz GmbH & Co. KG, Wirtschaftsprüfungsgesellschaft,
Steuerberatungsgesellschaft, Ludwig-Erhard-Straße 1, 20459 Hamburg and issued with the unqualified audit opinion which has been reproduced in section XXVI.4. of this Prospectus. The
company and financial data below have been taken or extracted from the IFRS consolidated financial statements for the period from 1 April 2018 to 31 December 2018.
The figures presented are rounded to thousands of euros (EUR '000) and percentages are rounded
to one decimal place.
It is therefore possible that the rounded figures may not add up exactly to the totals given.
Where financial information is indicated as "unaudited", it has been calculated by the Issuer
based on audited financial information but not itself audited by the auditor.
Percentages and figures describing changes in audited financial information are all unaudited.
The following notes to the key financial indicators have been derived from the Company's audited
consolidated financial statements. However, they are not contained in the consolidated financial
statements as such and have not been audited. The notes relate to the audited consolidated statement of financial position and consolidated income statement, which were prepared in accordance with IFRS for the financial year ended on 31 December 2018.
1.

Basis of preparation

As at 31 December 2017 the Group parent was trading under the name AMG Immobilien Berlin
GmbH with its registered office in Bayreuth. On 12 February 2018 it was renamed PREOS Real
Estate GmbH and its registered office was moved to Leipzig. Upon entry in the commercial register on 9 March 2018, the share capital of PREOS Real Estate GmbH was increased by EUR
21,975,000 from EUR 25,000 to EUR 22,000,000. This capital increase was implemented by
issuing 21,975,000 new shares, each with a par value of EUR 1. On 9 April 2018, PREOS Real
Estate GmbH changed its legal form and became PREOS Real Estate AG. PREOS Immobilien
GmbH was formed upon entry in the commercial register already on 28 March 2018 and in turn
formed 10 subsidiaries (PREOS 1. Beteiligungsgesellschaft mbH to PREOS 10. Beteiligungsgesellschaft mbH). In September 2018 PREOS Immobilien GmbH formed a further 10 subsidiaries
(PREOS 11. Beteiligungsgesellschaft mbH to PREOS 20. Beteiligungsgesellschaft mbH). In May
and August 2018 the subsidiaries PREOS 3. Beteiligungsgesellschaft mbH and PREOS 6. Beteiligungsgesellschaft mbH each acquired 94% of the shares in two single-property real estate
companies, Objekta Fütingsweg GmbH and LVG Nieder-Olm GmbH, respectively, in both cases
by way of a share deal.
Prior to the formation of PREOS Immobilien GmbH, PREOS Real Estate AG had no subsidiaries
and was therefore not subject to group accounting obligations. Following the formation of PREOS
Immobilien GmbH and its subsidiaries, PREOS Real Estate AG is in principle subject to group
accounting obligations, but is exempt from the requirement to prepare consolidated financial
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statements in view of the size-related exemptions pursuant to section 293 HGB. PREOS Real
Estate AG prepared voluntary consolidated financial statements as at 31 December 2018 in accordance with the provisions of the International Financial Reporting Standards (IFRS), as
adopted by the EU, and the supplemental provisions of German commercial law in accordance
with section 315e (1) HGB.
PREOS Real Estate AG's formation of a consolidated Group as at 28 March 2018 triggered the
requirement to prepare consolidated financial statements in accordance with IFRS. The consolidated financial statements therefore cover the period from 1 April 2018 to 31 December 2018 for
the purposes of simplification, and do not contain any prior-period comparative figures.
Since PREOS Real Estate AG had never previously prepared consolidated financial statements,
the reconciliations for equity and total comprehensive income set out in IFRS 1 were not required.
Exemptions provided for in IFRS 1 in relation to the retrospective application of the requirements
of IFRS were not used.
2.

Key accounting policies (IFRS)

The key accounting policies below were applied in preparing the consolidated financial statements for financial year 2018:
Fair value measurement
The fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. A fair value measurement assumes that the transaction to sell the asset or transfer the liability takes place either:
a) in the principal market for the asset or liability; or
b) in the absence of a principal market, in the most advantageous market for the asset or liability.
The entity must have access to the principal (or most advantageous) market. An entity shall measure the fair value of an asset or a liability using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic
best interest.
The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
All assets and liabilities whose fair value is to be determined or presented in the financial statements are classified according to the fair value hierarchy described below, based on the lowest
level input that is significant to the entire measurement of fair value.
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are observable on the market, either directly or indirectly.
Level 3: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are not observable on the market.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether any transfers between levels of the fair value hierarchy have occurred
by reviewing their classification at the end of the reporting period (based on the inputs at the
lowest level that is significant to the entire measurement of fair value).
Classification as current or non-current
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The Group classifies its assets and liabilities into current and non-current assets or liabilities in
the statement of financial position. An asset is classified as current if:
a) it is expected to be realised within a normal operating cycle or is held for sale or consumption
within that period, or
b) it is expected to be realised within twelve months after the reporting date, or
c) it is cash or a cash equivalent unless the asset is restricted from being exchanged or used to
settle a liability for at least twelve months after the reporting period.
All other assets are classified as non-current.
A liability is classified as current if:
a) the liability is expected to be settled within a normal operating cycle, or
b) the liability is expected to be settled within twelve months after the reporting date or
c) the entity does not have an unrestricted right to defer the liability for at least twelve months
after the reporting date (e.g., in the event of a breach of loan terms and conditions).
All other liabilities are classified as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
Acquisition of assets and business combinations
When control over a subsidiary is obtained or assets are acquired, it must be assessed whether the
relevant transaction constitutes a business combination in accordance with IFRS 3 or an acquisition of a group of assets or net assets (aggregated group of assets and liabilities). If, in addition to
assets and liabilities, a business comprising an integrated set of activities is acquired, this constitutes a business combination, which must be accounted for in accordance with IFRS 3. For example, the business processes conducted in the areas of property management, accounts receivable management and accounting constitute an integrated set of activities. The employment of staff
by the acquired property management company would also represent an indication that a business
has been acquired.
Financial assets
The PREOS Group only has financial assets that are measured at amortised cost in accordance
with IFRS 9.4.1.2. They consist principally of loans to third parties and receivables for rent or
incidental rental charges which also have no significant impact on the Group's net assets, results
of operations and financial position. This is reflected in a reduction of the scope of reporting.
The financial assets are derecognised when the contractual rights to the cash flows from the financial assets expire or the rights to receive the cash flows are transferred in a transaction in which
substantially all of the risks and rewards associated with ownership of the financial asset are also
transferred.
Impairment of financial assets
As a result of its business model and tenant structure, the Group is not subject to a high impairment
risk. The PREOS Group makes use of the simplified impairment model in accordance with IFRS
9.5.5.15 and always measures the loss allowance required at an amount equal to lifetime expected
credit losses.
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Financial liabilities
Loan liabilities and other liabilities are initially recognised at fair value less transaction costs.
After initial recognition the liabilities are measured at amortised cost using the effective interest
method.
Financial liabilities are derecognised when they are extinguished i.e. when the obligations specified in the contract have been discharged or cancelled or have expired.
Leases
The Group functions as both a lessor and a lessee in the context of property leases.
The economic ownership of the leased assets is derecognised at the lessor if all material risks and
rewards associated with the asset have been transferred to the lessee (finance lease). Leases under
which a material share of the risks and rewards associated with ownership of the leased asset
remains with the lessor are classified as operating leases. Payments made in connection with an
operating lease are recognised by the lessor through profit or loss on a straight-line basis over the
term of the lease.
Recognition of revenue and expenses
Revenue is recorded when it is probable that the economic benefits will flow to the Group and
the amount of the income can be reliably determined. In keeping with the Group's business model,
rental income is recognised on a pro rata and monthly basis in accordance with IFRS 16. Income
from the sale of real estate is recorded as soon as the property is available to the buyer. Income
from incidental rental charges is recognised in accordance with IFRS 15 and is not offset against
the corresponding expenses, since the Company bears the inventory risk and also because it is
regarded as a service provider by the tenant.
Interest income and expenses are recognised on a time proportion basis taking account of the
outstanding receivable or liability and the effective interest rate over the remaining term. Expenses are recognised as soon as they are incurred.
Significant judgements, estimates and assumptions
When preparing the consolidated financial statements, the Executive Board makes estimations
and assumptions about expected future developments on the basis of the state of affairs at the
balance sheet date. The resulting estimates may differ from actual subsequent circumstances. In
this event, corresponding adjustments are made prospectively to the assumptions and the carrying
amounts of the assets or liabilities concerned where necessary.
Estimates and assumptions are subject to continual review and are based on experience and other
factors, including expectations as to future events, which appear reasonable in light of the relevant
circumstances.
The Executive Board has made the following estimates when applying the accounting policies,
which have a material impact on the amounts reported in the consolidated financial statements:
a) Market values for investment properties are based on the findings made by the independent
experts engaged for this purpose. This valuation is based on discounted future revenue surpluses, which are calculated in accordance with the German income capitalisation approach
(Ertragswertverfahren). To perform the valuation, the experts must estimate factors such as
future rental income, vacancy rates, maintenance and modernisation work, renovation costs,
remaining useful life and applicable property yields, which directly affect the fair value of
investment properties.
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b) Estimates also affect how impairment losses are calculated for financial assets. In this connection, the default risks to which financial assets are exposed must be assessed and the respective expected credit losses must be estimated.
c) Deferred taxes: The Executive Board decides the extent to which future loss carryforwards
can be utilised based on current projections. Decisions are thus taken based on the expected
taxable profits of each company, which generally correlate to the fair value of the properties
held by the respective companies. Current taxable rental income is exempt from trade tax.
The Executive Board determines an appropriate rate of tax for the purpose of calculating
deferred taxes in this context.
d) Provisions are subject to a variety of assumptions in relation to the probabilities of occurrence
and the amounts to be utilised. All information known at the time the financial statements are
prepared is taken into account when decisions are made.
The Executive Board has exercised the following judgements when applying the accounting policies, which have a material impact on the amounts reported in the consolidated financial statements:
a) At every reporting date, the Executive Board must decide whether the properties held by the
Group should be held long-term for the purpose of leasing them, held for capital appreciation,
or held for sale. Depending on this decision, the properties are reported either as investment
property, inventories or non-current assets held for sale. This decision requires a great deal of
discretionary judgement, as it is not possible to predict opportunities for a particularly favourable sale of properties in principle held long-term for the purpose of leasing them or held for
capital appreciation.
b) When property management companies are acquired, it must be decided whether this constitutes the acquisition of a business. If in addition to assets and liabilities a business (integrated
set of activities) is acquired, this constitutes a business combination. For example, the business processes conducted in the areas of asset and property management, accounts receivable
management and accounting constitute an integrated set of activities. The employment of
staff by the company purchased is also a significant indication that a business has been acquired.
c) When financial instruments are initially recognised, it must be decided which measurement
category applies to them.
3.

Consolidation principles

Subsidiaries include all entities controlled by PREOS Real Estate AG. The Group controls an
entity if it is exposed, or has rights, to variable returns from its involvement with the entity and
has the ability to affect those returns through its power over the entity. Control is usually assumed
if the Group holds more than 50 percent of voting rights in the entity. When assessing whether
the Group controls an entity, the existence and effect of potential voting rights which may currently be exercised or converted are taken into account.
Subsidiaries are fully consolidated from the date on which control passes to the parent. They are
deconsolidated if the parent loses control.
All subsidiaries are included in the consolidated financial statements (see "Group of consolidated
companies").
When an entity is acquired, it is determined whether a business combination in accordance with
IFRS 3 has occurred or whether merely an aggregated group of assets and liabilities that do not
together constitute a business has been acquired.
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Business acquisitions as defined in IFRS 3 are accounted for in accordance with the acquisition
method. Under that method, the acquisition cost is allocated to the acquired, individually identifiable assets, liabilities and contingent liabilities according to their fair values at the acquisition
date. Any remaining positive difference is recognised as goodwill, while a negative difference is
recognised through profit or loss. Incidental transaction costs are expensed.
Interests in the net assets of subsidiaries which are not attributable to PREOS Real Estate AG are
reported separately under equity as non-controlling interests. The calculation of consolidated net
profit or loss attributable to non-controlling interests also factors in consolidation adjustments
through profit or loss.
The acquisition of property management companies which do not constitute a business within the
meaning of IFRS 3 are presented as a direct acquisition of an aggregated group of assets and
liabilities – particularly real estate. The acquisition cost is allocated to the individually identifiable
assets and liabilities based on their fair value. The acquisition of property management companies
therefore does not result in any positive or negative difference from acquisition accounting. The
sale of property management companies is accordingly presented as a sale of an aggregated group
of assets and liabilities – particularly real estate.
The acquisition by entities within the PREOS Group of shares in entities resulting in an interest
of less than 50% is accounted for in accordance with the equity method if it is possible to exert a
significant influence on the investee.
Intragroup receivables, liabilities and profit or loss are eliminated as part of the consolidation of
liabilities, income and expenses for the purpose of preparing the consolidated financial statements. Income and expenses arising as a result of the transfer of assets within the Group are also
eliminated.
4.

Group of consolidated companies

The group of consolidated companies comprises 24 fully consolidated entities, including the parent. The group of consolidated companies included the following entities as at 31 December 2018:

No.

Company

Registered office

Shareholding
in %

Held by
no.

Activities

Fully consolidated companies:
1.

PREOS Real Estate AG

Leipzig

Holding company

2.

PREOS Immobilien GmbH

Leipzig

100%

1

Holding company

3.

PREOS 1. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

4.

PREOS 2. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

5.

PREOS 3. Beteiligungsges. mbH

Leipzig

100%

2

Intermediate holding company

6.

Objekta Fütingsweg GmbH

Monheim am Rhein

94%

5

Portfolio management company

7.

PREOS 4. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

8.

PREOS 5. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

9.

PREOS 6. Beteiligungsges. mbH

Leipzig

100%

2

Intermediate holding company

10.

LVG Nieder-Olm GmbH

Tholey

94%

9

Portfolio management company

11.

PREOS 7. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

12.

PREOS 8. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

13.

PREOS 9. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company

14.

PREOS 10. Beteiligungsges. mbH

Leipzig

100%

2

Portfolio management company
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15.

PREOS 11. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

16.

PREOS 12. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

17.

PREOS 13. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

18.

PREOS 14. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

19.

PREOS 15. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

20.

PREOS 16. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

21.

PREOS 17. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

22.

PREOS 18. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

23.

PREOS 19. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

24.

PREOS 20. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio expansion

Changes to the group of consolidated companies in financial year 2018
Acquisition of Objekta Fütingsweg GmbH
By a notarised purchase and transfer agreement dated 28 May 2018, PREOS 3. Beteiligungsgesellschaft mbH acquired 94% of the shares in Objekta Fütingsweg GmbH for a provisional purchase price of EUR 10,525,180. Objekta Fütingsweg GmbH has its registered office
in Monheim am Rhein. The objects of the company are the purchase of real estate, the management of its own properties and trading in its own properties and land. The company is the sole
proprietor of the "Fütingsweg" site and office property in Krefeld.
The acquisition of Objekta Fütingsweg GmbH was not classified as a business combination in
accordance with IFRS 3, as the company does not operate a business within the meaning of IFRS
3. Instead, the purchase of the shares was treated as the acquisition of a group of assets and liabilities (aggregated group of assets and liabilities which do not constitute a business).
Objekta Fütingsweg GmbH was fully consolidated in the consolidated financial statements of
PREOS Real Estate AG in accordance with the requirements of IFRS 10. The date of initial consolidation was 12 October 2018.
The consideration paid to acquire 94% of the shares in Objekta Fütingsweg GmbH amounted to
EUR 10,771,741 (including incidental transaction costs). The acquisition costs were allocated to
individual identifiable assets and liabilities of the company at the acquisition date based on their
fair values. The fair values of Objekta Fütingsweg GmbH’s identifiable assets and liabilities at
the acquisition date were as follows:
in EUR
Non-current assets
Current assets
Cash
Acquired assets
Non-current liabilities
Current liabilities
Liabilities acquired
Net assets (100%)
of which non-controlling interests

Fair values at acquisition
date
17,676,682
2,405,448
313,848
20,395,978
8,883,559
61,727
8,945,286
11,450,692
678,952
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Cost of acquisition

10,771,740

Acquisition of LVG Nieder-Olm GmbH
Pursuant to the notarised purchase and transfer agreement dated 13 August 2018, PREOS 6. Beteiligungsgesellschaft mbH acquired 94% of shares in LVG Nieder-Olm GmbH for a preliminary
purchase price of EUR 1,769,016. LVG Nieder-Olm GmbH has its registered office in Tholey.
The object of the company is the leasing and management of real estate, in particular the property
in Nieder-Olm. The company is the sole proprietor of the “Am Hahnenbusch 4” site and office
property in Nieder-Olm.
The acquisition of LVG Nieder-Olm GmbH was not classified as a business combination in accordance with IFRS 3, as the company does not operate a business within the meaning of IFRS
3. Instead, the purchase of the shares was treated as the acquisition of a group of assets and liabilities (aggregated group of assets and liabilities which do not constitute a business).
LVG Nieder-Olm GmbH was fully consolidated in the consolidated financial statements of
PREOS Real Estate AG in accordance with the requirements of IFRS 10. The date of initial consolidation was 21 November 2018.
The consideration transferred for the purchase of 94% of the shares in LVG Nieder-Olm GmbH
amounted to EUR 1,995,340 (including the incidental costs of acquisition). The acquisition costs
were allocated to individual identifiable assets and liabilities of the company at the acquisition
date based on their fair values. The fair values of LVG Nieder-Olm GmbH’s identifiable assets
and liabilities at the acquisition date were as follows:
in EUR
Non-current assets
Current assets
Cash

Fair values at acquisition
date
7,721,948
31,116
117,162

Acquired assets

7,870,226

Non-current liabilities

4,358,620

Current liabilities

1,394,639

Liabilities acquired

5,753,259

Net assets (100%)

2,116,967

of which non-controlling interests
Cost of acquisition

121,627
1,995,340
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5.

Financial condition and results of operations

Consolidated income statement data (IFRS)
1 Apr. – 31 Dec.
2018
EUR '000
audited
1.

Income from property management

2.

Expenses from property management

-130

3.

Profit from property management

909

4.

Other operating income

5.

Personnel expenses

6.

Other operating expenses

7.

Gain or loss on measurement of investment property

7,418

8.

Earnings before interest and taxes

5,731

9.

Financial income

10.

Financial expenses

11.

Earnings before taxes

12.

Taxes on income

13.

Consolidated net profit/loss

a.

1,039

85
-182
-2,498

3
-2,186
3,549
-457
3,092

Profit from property management

The profit from property management for the 2018 financial year amounts to EUR 909 thousand
and derives from income from property management amounting to EUR 1,039 thousand. This
figure comprises rental income amounting to EUR 943 thousand and income relating to operating
and ancillary expenses amounting to EUR 96 thousand. Rental income results from lease agreements entered into by the PREOS Group in the context of the commercial letting of its investment
property. In light of the terms and conditions of the agreements including, for example, the fact
that the lease term does not represent a significant portion of the economic useful life of its commercial real estate, the Group has determined that substantially all the risks and rewards incidental
to ownership of the leased properties remain with the Group. Therefore, the Group accounts for
these leases as operating leases. The income from the operating leases is recognised on a straightline basis over the lease term in accordance with IAS 17 and reported under revenue in view of
its character as operating income. Since net rents are generally paid monthly in advance, the rent
receivables are due immediately.
Income from operating and ancillary expenses is recognised in the period in which it arises in
accordance with IFRS 15 and in keeping with the underlying service provided, i.e., once the control over the service passes to the tenant. This requires that contractual arrangements with the
tenants are in place and that it is probable that the agreed consideration will be received. The
operating costs and amounts recharged are accounted for in accordance with the principal method.
Tenants' advance payments of operating costs are due monthly together with the net rents and are
payable immediately. The expenses relating to operating costs and the corresponding income from
amounts recharged to the tenant are presented in the consolidated income statement without being
offset. In so doing, the PREOS Group is following the current normal method of presentation in
order to enhance comparability.
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If a property is sold, the gain or loss is recognised when the risks and rewards incidental to ownership (possession, benefits and burdens) pass to the buyer.
Income from property management is offset by property-specific operating expenses amounting
to EUR 130 thousand. These consist primarily of expenses for purchased services relating to operating and ancillary expenses. All of the income and expenses are generated by investment property.
b.

Other operating income

Other operating income amounts to EUR 85 thousand and includes prior-period income amounting to EUR 38 thousand, income in connection with the reimbursement of insurance premiums
amounting to EUR 21 thousand and income from the derecognition of liabilities amounting to
EUR 26 thousand. The prior-period income comprises the reimbursement of buildings insurance
and land tax for 2017. Income in connection with the reimbursement of insurance premiums includes the reimbursement of building insurance premiums for 2018. In addition, liabilities to former shareholders were derecognised.
c.

Personnel expenses

Personnel expenses for the period from 1 April 2018 to 31 December 2018 amounted to EUR 182
thousand and consisted of salaries for managing directors amounting to EUR 180 thousand and
lump-sum taxes amounting to EUR 2 thousand. At 31 December 2018, PREOS Real Estate AG
employed two members of the Executive Board and no other staff.
d.

Other operating expenses

Other operating expenses amounted to EUR 2,498 thousand and consisted mainly of legal and
consultancy costs amounting to EUR 674 thousand, IPO and AGM expenses amounting to EUR
566 thousand, asset management expenses amounting to EUR 404 thousand, expenses incurred
in connection with the capital increase and renaming of the Company amounting to EUR 239
thousand, expenses for preparing and auditing the annual financial statements amounting to EUR
219 thousand, non-deductible input tax amounting to EUR 124 thousand, expenses for office
space amounting to EUR 42 thousand, travel and advertising expenses amounting to EUR 41
thousand, Supervisory Board remuneration amounting to EUR 33 thousand, expenses for insurance amounting to EUR 21 thousand, payment transaction fees amounting to EUR 9 thousand
and other expenses amounting to EUR 126 thousand in total. Legal and consultancy costs consisted mainly of costs for auditing the annual financial statements for financial years 2015-2017,
expenses in connection with preparing a reporting dashboard, expenses for portfolio valuation
and fees from Deutsche Bank in connection with financing. IPO and AGM expenses resulted from
expenses for the initial public offering in 2018 amounting to EUR 548 thousand and the expenses
for conducting an annual general meeting and an extraordinary shareholders' meeting amounting
to EUR 18 thousand. The expenses for the stock exchange listing were expensed in full since the
listing was carried out without an additional capital increase. Asset management expenses related
primarily to the asset management agreement entered into with publity AG.
e.

Gain or loss on fair value measurement of investment property

At the measurement date of 31 December 2018 there was a gain on fair value measurement of
investment property of EUR 7,418 thousand.
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f.

Financial income

The financial income of EUR 3 thousand mainly consists of pro rata interest income in connection
with a depreciation reserve for future investments (Ansparrücklage) maintained by Objekta
Fütingsweg GmbH.
g.

Financial expenses

Financial expenses amounted to EUR 2,186 thousand and included early redemption penalties
amounting to EUR 916 thousand, interest expenses for financial liabilities amounting to EUR 873
thousand, default interest in connection with a signed purchase agreement amounting to EUR 278
thousand, interest expenses for shareholder loans amounting to 101 thousand and other interest
expenses amounting to EUR 18 thousand.
The early redemption penalties represent fees for the redemption of the loans of Objekta Fütingsweg GmbH and LVG Nieder-Olm GmbH.
h.

Taxes on income

Taxes on income amounted to EUR 457 thousand and included deferred taxes amounting to EUR
617 thousand and income from tax reimbursements for previous years amounting to EUR 160
thousand.
i.

Consolidated net profit or loss

Consolidated net profit or loss for the period from 1 April 2018 to 31 December 2018 amounted
to EUR 3,092 thousand. Of that amount, EUR 2,996 thousand is attributable to owners of the
parent company and EUR 96 thousand to non-controlling interests.
6.

Net assets and capital structure

Consolidated statement of financial position data (IFRS)
31 Dec. 2018
EUR '000
audited
Non-current assets
Property, plant and equipment
Investment property

57
93,630

Prepayments for investment property

109

Other non-current financial assets

807
94,603

Current assets
Trade and other receivables

367

Corporation tax receivable

203

Other non-current financial assets

1,054

Cash and cash equivalents

2,558
4,182
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Total assets

98,785

Equity
Subscribed capital

22,000

Retained earnings

25

Net retained profits
Equity attributable to owners of the parent
Non-controlling interests

2,996
25,021
897
25,918

Non-current liabilities
Other financial liabilities
Deferred tax liabilities

22,101
617
22,718

Current liabilities
Income tax liabilities
Financial liabilities

39
45,577

Trade payables

2,002

Other liabilities

2,531
50,149

Total equity and liabilities

a.

98,785

Non-current assets

Property, plant and equipment
Property, plant and equipment are recognised at cost less cumulative depreciation and writedowns. Cost includes the expenditures directly attributable to acquisition. Subsequent costs are
only recognised if it is probable that future economic benefits will accrue to the Company. Repairs
and maintenance are expensed in the statement of comprehensive income in the financial year in
which they are incurred.
Depreciation is recognised on a straight-line basis over the estimated useful lives of the assets,
which is usually between three and fifteen years. The depreciation methods used and economic
lives are reviewed at each reporting date and, if necessary, adjusted.
The carrying amounts are tested for impairment if there are indications that the carrying amounts
exceed the recoverable amounts of the assets.
Gains and losses on the disposal of assets are calculated as the difference between the net disposal
proceeds and the carrying amount, and recognised through profit or loss.
At 31 December 2018, property, plant and equipment included motor vehicles worth EUR 55
thousand and other operating and office equipment amounting to EUR 2 thousand.
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Investment property
Investment property includes all properties held long-term for the purpose of generating rental
income or capital appreciation and not held for use by the Company or for sale in the ordinary
course of business.
Investment property is recognised upon acquisition at cost plus incidental acquisition costs incurred. Where the acquisition takes the legal form of a share deal, cost is derived from the purchase price of the shares plus liabilities assumed and minus assets received. In subsequent periods,
investment property is measured at fair value. The fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. Ongoing maintenance costs are expensed in the statement of comprehensive income. Modernisation work going beyond ongoing maintenance is capitalised if it is
probable that future economic benefits will accrue from it to the Company. Measurement gains
and losses are presented in the consolidated income statement in the item "Gain or loss on measurement of investment property".
Investment property is not traded in an active market and is instead measured using inputs which
do not derive from observable market data (level 3). The fair value of investment property is
generally calculated using external expert opinions based on up-to-date market data and recognised valuation procedures. Property is valued in accordance with the provisions of the German
Regulation on the Valuation of Property (Immobilienwertermittlungsverordnung, “ImmoWertV”). This includes application of the German income capitalisation approach (Ertragswertverfahren).
In accordance with the requirements of IFRS 13, the highest and best use must be assumed in the
valuation of investment properties if the reporting entity can obtain such use when realising the
property.
The Group's management is involved in and oversees the process for valuing investment property.
It performs a plausibility check of the available results and verifies them against its own estimates.
Investment property is derecognised upon disposal or if it becomes permanently unusable and no
future economic benefit is expected to arise upon disposal. Gains or losses on sale or closure are
recognised in the year of the sale or closure. The gain or loss is the difference between the sale
price, on the one hand, and the carrying value plus selling costs, on the other.
Properties are transferred from investment property to another item on the statement of financial
position if there is a change in use as evidenced by the Group starting to use the property itself or
by the property starting to be developed with a view to being sold.
At 31 December 2018, the fair value of investment property amounted to EUR 96,630 thousand.
This comprised the EUR 86,212 thousand cost of acquiring the 10 properties in the cities of Ratingen, Cologne, Roßdorf, Sindelfingen, Grafing, Waltrop, Nieder-Olm and Krefeld, which were
purchased in financial year 2018, and the gain on fair value measurement of investment property,
amounting to EUR 7,418 thousand.
Prepayments for investment property
At 31 December 2018, the Group reported prepayments for investment property amounting to
EUR 109 thousand. The prepayments were made in respect of properties for which the benefits
and burdens are expected to be transferred in 2019.
Purchase agreements already entered into have generated payment obligations in the amount of
EUR 6.380 thousand.
75

Other non-current financial assets
Other non-current financial assets amounted to EUR 807 thousand in total, comprising receivables from the minority shareholders of Objekta Fütingsweg GmbH amounting to EUR 685 thousand and receivables from the minority shareholders of LVG Nieder-Olm GmbH amounting to
EUR 122 thousand.
b.

Current assets

Trade and other receivables
Trade and other receivables amounted to EUR 367 thousand as at 31 December 2018. They were
exclusively derived from the leasing of properties and bear no interest. Valuation allowances are
recognised on the basis of the age structure and depending on whether the amounts are due from
active or former tenants. At 31 December 2018, no valuation allowances were recognised.
Corporation tax receivable
At 31 December 2018, the Group reported a corporation tax receivable amounting to EUR 203
thousand.
Other non-current financial assets
Other current financial assets amounted to EUR 1,054 thousand as at 31 December 2018 and
included VAT receivables amounting to EUR 391 thousand, receivables from former shareholders amounting to 251 thousand, prepaid expenses amounting to EUR 250 thousand, creditors with
debit balances amounting to EUR 119 thousand and other assets amounting to EUR 43 thousand.
Prepaid expenses consisted primarily of prepaid insurance contributions for subsequent years.
Cash and cash equivalents
Cash and cash equivalents amounted to EUR 2,558 thousand as at 31 December 2018 and comprised the current account balances on the business accounts of the companies included in the
consolidation, which were recognised at their nominal amounts. Cash and cash equivalents
amounting to EUR 390 are restricted.
c.

Equity

Subscribed capital
Pursuant to a resolution of the shareholders' meeting on 16 February 2018, the subscribed capital
of PREOS Real Estate AG (at that time still a limited liability company (Gesellschaft mit
beschränkter Haftung, "GmbH")) was increased by EUR 21,975,000 from EUR 25,000 to
EUR 22,000,000 through the issue of 21,975,000 new shares with a par value of EUR 1 each. The
capital increase was recorded in the commercial register on 9 March 2018.
Upon the change of legal form to a stock corporation (Aktiengesellschaft, "AG"), the share capital
was divided into 22,000,000 no-par value bearer shares which were converted into registered
shares in April of that year.
Please refer to section VIII.3.c. above for information on the development of PREOS Real Estate
AG's authorised and contingent capital.
Retained earnings
Retained earnings of EUR 25 thousand represent the Group's profits carried forward.
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Net retained profits
The net retained profits for the 2018 financial year amounted to EUR 2,996 thousand.
Non-controlling interests
At 31 December 2018, equity amounting to EUR 897 thousand was attributable to non-controlling
interests. At the reporting date, the non-controlling interests were held solely in Objekta Fütingsweg GmbH and LVG Nieder-Olm GmbH.
d.

Non-current liabilities

Other financial liabilities
Other non-current financial liabilities amounted to EUR 22,101 thousand as at 31 December 2018
and included a loan from TO-Holding GmbH to PREOS Real Estate AG for EUR 11,000 thousand
and a loan from TO Holding 2 GmbH to PREOS Real Estate AG for EUR 11,000 thousand, plus
the interest accrued as at 31 December 2018. Both companies belong to Mr Olek. The loans bear
interest at 4%, have a final maturity date of 31 December 2021 and were provided without collateral. Both loan agreements include a right of tender. That right of tender gives the lender the right
to offer to contribute the borrower's loan, including any interest accrued but not yet paid, into the
borrower's share capital by way of an in-kind capital increase in exchange for the issue of
2,213,688 new shares of the borrower. This conversion request was accepted by PREOS Real
Estate AG on 7 February 2019. The capital increase was recorded in the commercial register on
18 February 2019. Since neither loan agreement grants the lender the right to (cash) repayment
within 12 months, the loans are reported as non-current liabilities.
Deferred tax liabilities
Deferred taxes are normally recognised in accordance with IAS 12 for all temporary differences
between the tax bases of the assets and liabilities and their carrying amounts in the IFRS financial
statements, as well as for tax loss carryforwards.
Deferred tax assets for tax loss carryforwards are measured at the amount at which it is probable
that the associated tax benefits will be realised on the basis of future taxable profits. The loss
carryforwards relate entirely to Germany and therefore in principle have no expiry date. The maturity structures of the unrecognised loss carryforwards have not been provided for this reason.
The tax rates underlying the calculation of deferred taxes were determined on the basis of the
statutory provisions currently in force. A tax rate of 15.83% for corporation tax and the solidarity
surcharge was used for Group companies. With respect to trade tax, it is assumed that the extended
reduction will apply to the real estate companies. No sales are anticipated in view of the company
object of portfolio management. In addition, the Executive Board assumes that properties can be
sold without incurring any liability for trade tax due to the Company's tax structure.
Deferred tax assets and liabilities are not recognised on taxable temporary differences relating to
shares in Group companies, provided that the Group can control their reversal and they are not
expected to reverse in the foreseeable future.
Deferred tax assets and liabilities are offset at the level of the taxable entity if the Group has a
legally enforceable right to offset current tax assets against current tax liabilities, and they relate
to income taxes of the same taxable entity levied by the same tax authority.
After netting against deferred tax assets, deferred tax liabilities amounted to EUR 617 thousand
as at 31 December 2018. Prior to netting, deferred tax assets amounted to EUR 719 thousand and
related to tax loss carryforwards. Deferred tax liabilities prior to netting amounted to EUR 1,336
77

thousand and included deferred tax liabilities in respect of valuation differences for investment
property amounting EUR 1,217 thousand and deferred tax liabilities in respect of valuation differences for financing costs amounting to EUR 119 thousand.
e.

Current liabilities

Income tax liabilities
Current tax liabilities are recognised in the amount of the expected payment to the taxation authority. The amount is calculated on the basis of the tax rates and tax laws in force at the reporting
date. At 31 December 2018, income tax liabilities amounted to EUR 39 thousand and included
the tax provision for LVG Nieder-Olm GmbH's current corporation tax liabilities.
Financial liabilities
Financial liabilities are measured at fair value on initial recognition and subsequently at amortised
cost using the effective interest method.
Current financial liabilities amounted to EUR 45,577 thousand as at 31 December 2018. The
financial loans are primarily secured by land charges (31 December 2018: EUR 48,605 thousand).
Further collateral is provided by the assignment of rental income and pledged bank balances.
Trade payables
Trade payables amounted to EUR 2,002 thousand and resulted primarily from liabilities to publity
AG for finders fees and asset management services (EUR 1,255 thousand), legal and consultancy
costs, particularly in connection with the IPO (EUR 412 thousand), and liabilities relating to the
preparation of valuation reports (EUR 99 thousand), insurance (EUR 116 thousand) and costs of
preparing and auditing financial statements (EUR 53 thousand).
Other liabilities
Other liabilities amounted to EUR 2,531 thousand and consisted of liabilities in connection with
a planned refinancing amounting to EUR 996 thousand, liabilities in connection with purchases
amounting to EUR 689 thousand, deferred interest amounting to EUR 428 thousand, liabilities
for costs of preparing and auditing financial statements amounting to EUR 257 thousand, VAT
liabilities amounting to EUR 134 thousand and other liabilities amounting to EUR 27 thousand.
Preparatory steps were taken in financial year 2018 for the planned refinancing of all financial
liabilities in the first quarter of 2019. This resulted in early redemption penalties and other refinancing costs amounting to EUR 996 thousand in total. The liabilities relating to purchases of
real estate mostly comprise expenses for land transfer tax incurred by PREOS 4. Beteiligungsgesellschaft mbH as well as for due diligence services. The financial statements and
audit costs amounting to EUR 257 thousand comprise expenses for the preparation of all the annual financial statements of subsidiaries, for the first-time preparation of consolidated financial
statements and for the audit of the consolidated financial statements.
7.

Changes in cash flows

Net cash flow from operating activities
In financial year 2018, cash outflows from operating activities amounted to EUR 1,022 thousand.
This was positively influenced by the consolidated pre-tax result of EUR 3,549 thousand and the
increase in trade payables by EUR 1,930 thousand and the increase in other liabilities by EUR
2,132 thousand.
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Conversely, the non-cash gains within consolidated net profit from the fair value measurement of
investment property, in particular, had the opposite effect. These amounted to EUR 7,418 thousand and increased the cash outflows correspondingly. Furthermore, the increase in trade receivables by EUR 349 thousand, which was due exclusively to the letting of portfolio properties, and
the increase in other assets by EUR 912 thousand reduced this effect.
Net cash flow from investing activities
The cash outflow from investing activities amounted to EUR 60,187 thousand in financial year
2018. Cash outflows from investing activities were largely due to payments of EUR 59,318 thousand for investment properties. In financial year 2018, 10 properties were acquired in the cities of
Ratingen, Cologne, Roßdorf, Sindelfingen, Grafingen, Waltrop, Nieder-Olm and Krefeld. In addition, the cash outflow from investing activities was also affected by the payments for issued
loans amounting to EUR 806 thousand and investments in property, plant and equipment amounting to EUR 62 thousand.
Net cash flow from financing activities
The cash inflow from financing activities amounted to EUR 41,492 thousand in financial year
2018 and resulted from the taking out of shareholder loans amounting to EUR 22,000 thousand
as well as the assumption of financial liabilities amounting to EUR 19,792 thousand. This was
offset by repayments of financial liabilities amounting to EUR 300 thousand.
Cash and cash equivalents at the end of the period
The Group's cash and cash equivalents decreased by EUR 19,717 thousand in financial year 2018.
The Group's cash and cash equivalents thus amounted to EUR 2,558 thousand as at 31 December
2018.
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XI.

INFORMATION ON THE STATE OF THE BUSINESS AND THE FINANCIAL
POSITION FOR THE INTERIM REPORTING PERIOD FROM 1 JANUARY TO
30 JUNE 2019 (IFRS)

Investors should read the subsequent discussion and analysis of financial condition and results
of operations together with the Company's unaudited interim consolidated financial statements
including the accompanying notes contained in this Prospectus (see section XXVI.5.) and the
further financial information contained elsewhere in this Prospectus. The interim consolidated
financial statements of PREOS Real Estate AG as at 30 June 2019 have been prepared in accordance with International Financial Reporting Standards (IFRS), as adopted by the European Union (EU). The company and financial data below have been taken or extracted from the IFRS
interim consolidated financial statements for the period from 1 January 2019 to 30 June 2019.
The IFRS interim consolidated financial statements for the period from 1 January 2019 to 30
June 2019 have not been audited.
The figures presented are rounded to thousands of euros (EUR '000) and percentages are rounded
to one decimal place.
It is therefore possible that the rounded figures may not add up exactly to the totals given.
The following notes to the key financial indicators have been derived from the Company's unaudited interim consolidated financial statements. However, they are not contained in the interim
consolidated financial statements as such.
1.

Basis of preparation

The condensed interim consolidated financial statements of PREOS Real Estate AG were prepared for the period from 1 January to 30 June 2019. They were prepared in accordance with IAS
34 "Interim Financial Reporting".
In accordance with IAS 34, the condensed interim consolidated financial statements are intended
to provide an update on the latest complete set of annual financial statements and therefore do not
contain all of the information and disclosures required for consolidated financial statements. Accordingly, they focus on current developments and events, and do not duplicate information previously reported. The condensed interim consolidated financial statements of PREOS Real Estate
AG as at 30 June 2019 should therefore be read in conjunction with the consolidated financial
statements prepared as at 31 December 2018.
All International Financial Reporting Standards (IFRS), International Accounting Standards
(IAS) and Interpretations of the IFRS Interpretations Committee (IFRS IC) which were mandatory for financial year 2019 were applied.
The presentation currency of the condensed interim consolidated financial statements of PREOS
Real Estate AG is the euro (EUR). Unless otherwise indicated, all amounts are presented in EUR.
2.

Key accounting policies (IFRS)

The adoption, for the first time, of the provisions of IFRS 16 "Leases" did not have any material
effect on PREOS Real Estate AG's interim consolidated financial statements as compared to its
consolidated financial statements as at 31 December 2018. PREOS Real Estate AG and its subsidiaries function as lessees in few instances only. In those instances, IFRS 16 only results in a
slight increase in total assets, as well as insignificant shifts between the amounts reported under
various line items of the income statement and the statement of cash flows. The changes to lessor
accounting under IFRS 16 are marginal and do not result in any significant changes for PREOS
Real Estate AG's interim consolidated financial statements.
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Otherwise, the accounting policies applied in the condensed interim consolidated financial statements as at 30 June 2019 are identical to those applied in the consolidated financial statements as
at 31 December 2018.
Moreover, there were no material changes to the estimates used in the consolidated financial
statements as at 31 December 2018.
3.

Consolidation principles and group of consolidated companies

There were no changes in consolidation principles or the group of consolidated companies in the
interim reporting period as compared to those applied in the consolidated financial statements as
at 31 December 2018. As previously, the group of consolidated companies as at 30 June 2019
comprised 24 companies including the parent.
4.

Financial condition and results of operations

Consolidated income statement data (IFRS)

1.
2.
3.
4.
5.
6.
7.
8.
9
10.
11.
12.

Income from property management
Expenses from property management
Profit from property management
Other operating income
Personnel expenses
Other operating expenses
Gain or loss on measurement of investment property
Earnings before interest and taxes
Financial expenses
Earnings before taxes
Taxes on income
Consolidated net profit/loss

1 Jan. - 30
Jun. 2019
EUR '000
unaudited
3,478
-757
2,721
21
-239
-1,713
2,182
2,973
-2,185
788
-524
264

1 Apr. - 30
Jun. 2018
EUR '000
unaudited
20
-17
3
0
0
-468
0
-464
-3
-468
0
-468

1 Apr. - 30
Jun. 2018
EUR '000
unaudited
20
-17
3
113
0
-813
0
-697
-3
-701
0
-701

General information concerning this section
The following presents a comparison of the financial information and key performance figures in
the consolidated income statement for the periods from 1 January 2019 to 30 June 2019 and from
1 April 2018 to 30 June 2018, as well as a discussion of the relevant changes. Comparability is
limited due to the fact that the 2018 figures cover only three months because the Group had only
been created following the formation of subsidiaries at the end of March 2018. In light of this,
and in the interest of improved comparability, the figures from the consolidated income statement
for the period from 1 January 2019 to 30 June 2019 are also compared against the figures from
the six-month period of the previous year from 1 January 2018 to 30 June 2018.
The changes between the relevant periods were due primarily to the fact that with one exception
the properties were acquired in the second half of 2018 and the final quarter of 2018. Only the
property in Ratingen held by PREOS 1. Beteiligungsgesellschaft mbH was acquired in June 2018.
Most of the revenue and property-specific expenses were generated and incurred only upon the
acquisition and transfer of the benefits and burdens of these properties.
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a.

Discussion of data in the consolidated income statement (comparison of the periods from
1 January 2019 to 30 June 2019 and from 1 April 2018 to 30 June 2018)

(1)

Profit from property management

The profit from property management amounted to EUR 2,721 thousand as at 30 June 2019 (30
June 2018: EUR 3 thousand). It includes income from rent and incidental rental charges amounting to EUR 3,478 thousand (30 June 2018: EUR 20 thousand) and expenses from property management (running costs) amounting to EUR 757 thousand (30 June 2018: EUR 17 thousand).
(2)

Other operating income

Other operating income amounted to EUR 21 thousand as at 30 June 2019 (30 June 2018: EUR 0
thousand). It included EUR 12 thousand in income from the reversal of provisions for an early
redemption penalty, EUR 5 thousand in income from other benefits in kind and EUR 4 thousand
in prior-period income from the settlement of operating costs.
(3)

Personnel expenses

Personnel expenses amounted to EUR 239 thousand as at 30 June 2019 (30 June 2018: EUR 0
thousand). This included the salaries of the two managing directors, who had only been hired by
the Company in the second half of 2018.
(4)

Other operating expenses

Other operating expenses amounted to EUR 1,713 thousand as at 30 June 2019 (30 June 2018:
EUR 468 thousand). These consisted primarily of legal and consultancy costs (EUR 733 thousand; 30 June 2018: EUR 216 thousand), asset management expenses (EUR 639 thousand; 30
June 2018: EUR 0 thousand), travel and advertising costs (EUR 97 thousand; 30 June 2018: EUR
0 thousand), insurance expenses (EUR 71 thousand; 30 June 2018: EUR 0 thousand), and nondeductible input tax (EUR 63 thousand; 30 June 2018: EUR 30 thousand). The year-on-year increase in other operating expenses as at 30 June 2019 was due principally to asset management
expenses which had only been incurred in the second half of 2018 after the acquisition of properties, and the increase in legal and consultancy costs, which related mainly to the refinancing in
2019.
(5)

Gain or loss on fair value measurement of investment property

At 30 June 2019, the gain or loss on fair value measurement of investment property essentially
comprised the increase in the value of the properties in Sindelfingen, Cologne, Nieder-Olm and
Ratingen by EUR 2,182 thousand (30 June 2018: EUR 0 thousand). In the previous year, the
Company did not hold any properties.
(6)

Financial expenses

Financial expenses amounted to EUR 2,185 thousand as at 30 June 2019 (30 June 2018: EUR 3
thousand). They consisted mainly of interest expenses for financial liabilities amounting to EUR
2,124 thousand (30 June 2018: EUR 0 thousand) in connection with the financing of the properties. This item also includes interest expenses for shareholder loans (30 June 2019: EUR 36 thousand; 30 June 2018: EUR 0 thousand) and leases (30 June 2019: EUR 23 thousand; 30 June 2018:
EUR 0 thousand).
(7)

Taxes on income

Taxes on income amounted to EUR 524 thousand as at 30 June 2019 (30 June 2018: EUR 0
thousand). This included income tax expenses amounting to EUR 91 thousand and deferred taxes
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amounting to EUR 434 thousand. Deferred taxes were recognised primarily in relation to valuation differences between HGB and IFRS accounting.
(8)

Consolidated net profit/loss

In the first half of 2019, the consolidated net loss was EUR 264 thousand (30 June 2018: EUR 468 thousand). The year-on-year increase was due primarily to the profit from property management and the gain on measurement of investment property, offset by increased financial expenses
and greater other operating expenses.
b.

Discussion of data in the consolidated income statement (comparison of the periods from
1 January 2019 to 30 June 2019 and from 1 January 2018 to 30 June 2018)

The section above discusses the financial information for the period from 1 January 2019 to 30
June 2019. In light of the fact that the PREOS Group was formed only during the course of financial year 2018, the comparative figures as at 30 June 2018 presented in the preceding section
only cover a three-month period. In order to improve the comparability of the information presented, the figures as at 30 June 2019 are compared against the figures for the six-month period
from 1 January 2018 to 30 June 2018.
Only the deviations between the figures presented in this section from those presented in the preceding section are commented on. Please refer to the section above for a discussion of the unchanged figures.
(1)

Other operating income

Other operating income amounted to EUR 21 thousand as at 30 June 2019 (30 June 2018: EUR
113 thousand). It included EUR 12 thousand in income from the reversal of provisions for an
early redemption penalty, EUR 5 thousand in income from other benefits in kind and EUR 4
thousand in prior-period income from the settlement of operating costs. In the prior-year period
from 1 January to 30 June 2018, other operating income amounted to EUR 113 thousand and
included income from the sale of two motor vehicles in the upper price category. The decrease
was due to the fact that this income resulted from the Company's former business activities, which
were discontinued in favour of managing a property portfolio.
(2)

Other operating expenses

Other operating expenses amounted to EUR 1,713 thousand as at 30 June 2019 (30 June 2018:
EUR 813 thousand). These consisted primarily of legal and consultancy costs (EUR 733 thousand; 30 June 2018: EUR 231 thousand), asset management expenses (EUR 639 thousand; 30
June 2018: EUR 0 thousand), travel and advertising costs (EUR 97 thousand; 30 June 2018: EUR
0 thousand), insurance expenses (EUR 71 thousand; 30 June 2018: EUR 0 thousand), and nondeductible input tax (EUR 63 thousand; 30 June 2018: EUR 30 thousand). In the prior-year period
from 1 January to 30 June 2018, other operating expenses amounted to EUR 813 thousand. They
included expenses for the IPO and AGM amounting to EUR 161 thousand, expenses in relation
to the capital increase and renaming amounting to EUR 231 thousand and expenses relating to
the sale of motor vehicles amounting to EUR 146 thousand. These expenses were incurred almost
exclusively prior to the formation of the PREOS Group, and were therefore not included in the
2018 consolidated financial statements. The year-on-year increase in other operating expenses as
at 30 June 2019 was due principally to asset management expenses which had only been incurred
in the second half of 2018 after the acquisition of properties, and the increase in legal and consultancy costs, which related mainly to the refinancing in 2019.
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(3)

Consolidated net profit/loss

In the first half of 2019, the consolidated net loss was EUR 264 thousand (30 June 2018: EUR 701 thousand). The year-on-year increase was due primarily to the profit from property management and the gain on measurement of investment property, offset by increased financial expenses
and greater other operating expenses.
5.

Financial condition and results of operations

Consolidated statement of financial position data (IFRS)
30 Jun. 2019

31 Dec. 2018

EUR '000

EUR '000

unaudited

audited

1,259

57

102,750

93,630

81

109

807

807

104,896

94,603

Trade and other receivables

416

367

Corporation tax receivable

429

203

Other financial assets

676

663

Other assets

381

391

11,683

2,558

13,585

4,182

118,481

98,785

Subscribed capital

24,214

22,000

Capital reserves

19,862

0

2,865

25

264

2,996

47,204

25,021

731

897

47,935

25,918

66,299

0

1,289

22,101

Non-current assets
Property, plant and equipment
Investment property
Prepayments for investment property
Other financial assets

Current assets

Cash and cash equivalents

Total assets

Equity

Retained earnings
Net retained profits
Equity attributable to owners of the parent
Non-controlling interests

Non-current liabilities
Financial liabilities
Other financial liabilities
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Deferred tax liabilities

1,039

617

68,627

22,718

Income tax liabilities

0

39

Financial liabilities

0

45,577

1,054

2,002

Other financial liabilities

661

2,381

Other liabilities

204

150

1,919

50,149

118,481

98,785

Current liabilities

Trade payables

Total equity and liabilities

a.

Non-current assets

Property, plant and equipment
The PREOS Group's property, plant and equipment amounted to EUR 1,259 thousand as at 30
June 2019. That figure was EUR 1,202 thousand higher than the EUR 57 thousand reported as at
31 December 2018. This increase was due to the recognition of the right-of-use asset relating to
the sub-lease with publity AG in accordance with IFRS 16. This sub-lease was entered into for a
term expiring on 31 December 2030. At 30 June 2019, the value of the right-of-use asset was
EUR 1,209 thousand. In addition, property, plant and equipment included PREOS Real Estate
AG's office and operating equipment, worth EUR 49 thousand. This is recognised at historical
cost less depreciation and write-downs. The assets are subjected to straight-line depreciation
based on their useful lives.
Investment property
At 30 June 2019, investment property amounted to EUR 102,750 thousand (31 December 2018:
EUR 93,630 thousand). The year-on-year increase was due to the acquisition of a property in
Oberhausen and appreciation in value by EUR 2,182 thousand.
Prepayments for investment property
Prepayments in connection with investment property fell by EUR 28 thousand, from EUR 109
thousand as at 31 December 2018 to EUR 81 thousand at 30 June 2019. This was due primarily
to the reclassification of prepayments for the Oberhausen property as investment property.
Other non-current financial assets
Other non-current financial assets did not change compared to 31 December 2018. The loans are
for an indefinite term, are unsecured and may be redeemed for the first time on 30 June 2021
subject to a three-month notice period.
b.

Current assets

Trade receivables
Trade receivables amounted to EUR 416 thousand as at 30 June 2019 (31 December 2018: EUR
367 thousand). The EUR 48 thousand year-on-year increase was due primarily to rent receivables,
which were recognised as a result of the acquisition of the Oberhausen property.
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Corporation tax receivable
At 30 June 2019, the corporation tax receivable (30 June 2019: EUR 429 thousand; 31 December
2018: EUR 203 thousand) included refund claims against the tax office by PREOS Real Estate
AG for EUR 280 thousand, Objekta Fütingsweg GmbH for EUR 130 thousand and LVG NiederOlm GmbH for EUR 20 thousand. The EUR 226 thousand year-on-year increase was due mainly
to taxes paid in advance for the first half of 2019 for Objekta Fütingsweg GmbH and LVG NiederOlm GmbH, since a profit or loss transfer agreement had been entered into for each of these
companies on 21 May 2019.
Other financial assets
At 30 June 2019, other financial assets (30 June 2019: EUR 676 thousand; 31 December 2018:
EUR 663 thousand) included receivables due from former shareholders amounting to EUR 251
thousand, prepaid expenses for insurance amounting to EUR 175 thousand, creditors with debit
balances worth EUR 142 thousand and other assets amounting to EUR 108 thousand. The yearon-year increase resulted primarily from an overpayment in connection with the repayment of the
loan.
Other assets
At 30 June 2019, other assets (30 June 2019: EUR 381 thousand; 31 December 2018: EUR 390
thousand) comprised EUR 341 thousand for VAT and EUR 40 thousand for wage and salary
receivables. The year-on-year change was due to the amount of the VAT receivable.
Cash and cash equivalents
Cash and cash equivalents amounted to EUR 11,683 thousand as at 30 June 2019 and comprised
the current account balances on the business accounts of the companies included in the consolidation and restricted accounts with cash and cash equivalents amounting to EUR 525 thousand.
c.

Equity

The PREOS Group's equity increased in the first half of 2019 by EUR 22,018 thousand to EUR
47,935 thousand. The subscribed capital was increased from EUR 22,000 thousand to EUR
24,214 thousand by way of a capital increase for contributions in kind. The in-kind contribution
comprised the shareholder loans which had been extended to TO-Holding GmbH and TO Holding
2 GmbH in the autumn of 2018, each in the amount of EUR 11 million plus accrued interest
amounting to approximately EUR 68,444 in each case. New PREOS shares were issued to the
two shareholders at an issue price of EUR 1.00 per share. The amount of the in-kind contribution
in excess of the issue amount of the new shares was transferred to the capital reserves. At 30 June
2019, it had a value of EUR 19,862 thousand.
d.

Non-current liabilities

Financial liabilities
The financial liabilities had a value of EUR 66,299 thousand as at 30 June 2019 (31 December
2018: EUR 0 thousand). The change as compared to the previous year was due to the refinancing
in full of the loans taken out in 2018. At 31 December 2018, all financial liabilities were therefore
reported under current financial liabilities (31 December 2018: EUR 45,577 thousand). At 31
December 2018, the Group had financing amounting to EUR 12,250 thousand with Emerald Fund
S.C.A. SICAV-FIS (Marshall Hutton), a loan from the Sparkasse Duisburg amounting to EUR
8,774 thousand and a loan with Volksbank Mainz for EUR 4,268 thousand. In addition, EUR
21,035 thousand of the EUR 40,000 thousand line of credit with Münchener Hypothekenbank eG
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had been drawn down. All financing arranged as at 31 December 2018 was repaid in the first half
of 2019. The loans from Emerald Fund S.C.A. SICAV-FIS (Marshall Hutton) and Sparkasse
Duisburg were repaid as at 5 April 2019, and the loans from Mainzer Volksbank and Münchener
Hypothekenbank eG were repaid as at 29 March 2019. On 25 March 2019, subsidiaries and subsubsidiaries of the Issuer assumed joint and several liability under a loan agreement with a volume
of EUR 70,000 thousand entered into with Hamburg Commercial Bank AG. At 30 June 2019,
EUR 66,650 thousand of that amount was drawn down; PREOS 12. Beteiligungsgesellschaft
mbH's share has not yet been disbursed. The base interest rate is the EURIBOR plus a 3% margin,
with a 3% minimum. The loan was agreed with a term expiring on 31 March 2021; interest is paid
quarterly with the total principal due at final maturity. The fixed-rate interest period is three
months in each case. The difference between the disbursement amount and the value as at 30 June
2019 was due to the measurement at amortised cost using the effective interest method (applicable
also as at 31 December 2018).
On 25 February 2019, Objekta Fütingsweg GmbH took out a bridge loan amounting to EUR 3,188
thousand from Emerald Fund S.C.A. SICAV-FIS (Marshall Hutton); on 4 April 2019 it was repaid
in the amount of EUR 3,335 thousand (including interest and fees).
Breakdown of the loan from Hamburg Commercial Bank AG:
Company

Loan amount

Status

PREOS 1. Beteiligungsgesellschaft mbH

3,320,000.00

disbursed

PREOS 2. Beteiligungsgesellschaft mbH

8,860,000.00

disbursed

12,900,000.00

disbursed

LVG Nieder-Olm GmbH

5,810,000.00

disbursed

PREOS 4. Beteiligungsgesellschaft mbH

6,240,000.00

disbursed

PREOS 5. Beteiligungsgesellschaft mbH

4,680,000.00

disbursed

PREOS 7. Beteiligungsgesellschaft mbH

6,850,000.00

disbursed

PREOS 8. Beteiligungsgesellschaft mbH

2,680,000.00

disbursed

PREOS 9. Beteiligungsgesellschaft mbH

3,270,000.00

disbursed

PREOS 10. Beteiligungsgesellschaft mbH

7,590,000.00

disbursed

PREOS 11. Beteiligungsgesellschaft mbH

4,450,000.00

disbursed

PREOS 12. Beteiligungsgesellschaft mbH

3,350,000.00

Not yet drawn down as at
30 June 2019

Objekta Fütingsweg GmbH

Total loan volume

70,000,000.00

Other financial liabilities (non-current)
Other non-current financial liabilities (30 June 2019: EUR 1,289 thousand; 31 December 2018:
EUR 22,101 thousand) fell by EUR 20,812 thousand as compared to 31 December 2018. This
was due to the conversion of the existing shareholder loans into equity as at 31 December 2018.
This disposal was offset through the recognition of the non-current lease liability of EUR 1,159
thousand from the sub-lease with publity AG in accordance with IFRS 16.
A further offsetting effect was the recognition of the settlement payment. This was recognised
due to the profit and loss transfer agreements entered into on 21 May 2019 between PREOS 3.
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Beteiligungsgesellschaft mbH and Objekta Fütingsweg GmbH, as well as PREOS 6. Beteiligungsgesellschaft mbH and LVG Nieder-Olm GmbH. Because the PREOS Group holds an
interest of only 94.9% in each of those companies, a settlement was agreed upon for the minority
shareholders. The EUR 130 thousand represents the value of the non-current portion of this obligation.
Deferred tax liabilities
After netting against deferred tax assets, deferred tax liabilities amounted to EUR 1,039 thousand
as at 30 June 2019 (31 December 2018: EUR 617 thousand). Prior to netting, deferred tax assets
amounted to EUR 860 thousand and related to tax loss carryforwards. Deferred tax liabilities prior
to netting amounted to EUR 1,899 thousand and consisted primarily of deferred tax liabilities in
respect of valuation differences for investment property amounting EUR 1,652 thousand. The
EUR 422 thousand year-on-year increase was due mainly to the valuation differences in relation
to the properties, including the newly acquired property.
e.

Current liabilities

Income tax liabilities
Income tax liabilities amounted to EUR 38 thousand as at 31 December 2018, and comprised a
tax provision for LVG Nieder-Olm GmbH for corporation tax for the years 2017 and 2018. Both
items were settled in April 2019, meaning that the balance was EUR 0 thousand as at 30 June
2019.
Trade payables
Trade payables amounted to EUR 1,054 thousand as at 30 June 2019 (31 December 2018: EUR
2,002 thousand). They comprise liabilities for publity AG's asset management activities amounting to EUR 883 thousand, legal and consultancy costs of EUR 91 thousand, liabilities relating to
service charges amounting to EUR 32 thousand, liabilities for the preparation of valuation reports
amounting to EUR 11 thousand and other trade payables amounting to EUR 37 thousand. The
EUR 948 thousand year-on-year decrease was due primarily to the EUR 379 thousand decrease
in asset management liabilities and finders fees due to publity AG, as only one property was
acquired in the first half of 2019. In addition, liabilities for legal and consultancy costs fell by
EUR 321 thousand. Liabilities to insurance companies amounted to EUR 116 thousand, and were
also settled in the first half of the year.
Other financial liabilities (current)
Other financial liabilities amounted to EUR 661 thousand as at 30 June 2019 (31 December 2018:
EUR 2,381 thousand). These consisted primarily of liabilities for the cost of preparing and auditing financial statements amounting to EUR 160 thousand, rent advances received amounting to
EUR 150 thousand, liabilities in connection with the purchase of property amounting to EUR 98
thousand, refinancing liabilities amounting to EUR 80 thousand and the current portion of the
lease liability (EUR 77 thousand) and the settlement payment (EUR 36 thousand). The EUR 1,720
thousand decrease compared to 31 December 2018 was due mainly to the fact that early redemption penalties of EUR 916 thousand and accrued interest of EUR 428 thousand in relation to the
refinancing were paid in the first half of 2019. Liabilities associated with the acquisition of properties fell by EUR 591 thousand since 31 December 2018 because there was less purchasing activity in the first half of 2019.
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Other liabilities (current)
Other liabilities amounted to EUR 204 thousand as at 30 June 2019 (31 December 2018: EUR
150 thousand). They comprised EUR 188 thousand for VAT and EUR 17 thousand for wage and
church tax liabilities. The EUR 54 thousand year-on-year change was due to the increased VAT
liability, which is associated with the increase in revenue.
6.

Changes in cash flows

Note: The following discussion of cash inflows and outflows applies not only to the comparison
of the periods from 1 January 2019 to 30 June 2019 and from 1 April 2018 to 30 June 2018, but
also to the periods from 1 January 2019 to 30 June 2019 and from 1 January 2018 to 30 June
2018, because the transactions prior to 1 April 2018 are reflected in profit or loss but not in the
cash flow statement.
Net cash flow from operating activities
In the first half of 2019, cash outflows from operating activities amounted to EUR 3,317 thousand.
This was impacted primarily by the EUR 2,182 thousand change resulting from the measurement
of investment property, which was reflected in the consolidated net profit before tax of EUR 788
thousand, as well as by interest payments amounting to EUR 1,667 thousand, the decrease in trade
payables by EUR 860 thousand and the decrease in other liabilities by EUR 780. The cash inflow
for the first half of 2018 amounted to EUR 1,013 thousand. This was due primarily to the increase
in trade payables amounting to EUR 1,711 thousand, offset by the EUR 468 thousand pre-tax
consolidated loss as well as the increase in other assets.
Net cash flow from investing activities
The cash outflow from investing activities amounted to EUR 2,380 thousand in the first half of
2019. This related to the cash outflow for a portion of the purchase price for the Oberhausen
property. The EUR 4,450 thousand loan taken out to finance the transaction was paid to the seller
directly by Hamburg Commercial Bank. In the same period of the previous year, there was a cash
outflow of EUR 8,074 thousand due to the acquisition of the Ratingen property (PREOS 1. Beteiligungsgesellschaft mbH) and prepayments for various other properties, in particular the property in Cologne (PREOS 2. Beteiligungsgesellschaft mbH).
Net cash flow from financing activities
In the first half of 2019, the cash flow from financing activities amounted to EUR 14,823 thousand
and was due to the EUR 42,888 thousand refinancing loan from Hamburg Commercial Bank.
This was offset by the repayment of the loan from Münchener Hypothekenbank eG amounting to
EUR 27,993 thousand. A portion of the loan was taken up and repaid directly via a third party. In
the first half of 2018, there was a cash outflow of EUR 300 thousand due to the repayment of a
shareholder loan.
Cash and cash equivalents at the end of the period
The Group's cash and cash equivalents increased by EUR 9,125 thousand in the first half of 2019.
The Group's cash and cash equivalents thus amounted to EUR 11,683 thousand as at 30 June
2019. The increase in cash and cash equivalents was due primarily to the refinancing in the first
half of 2019 and the associated inflow of liquid funds. In the same period of the previous year,
cash and cash equivalents decreased by EUR 7,360 thousand, primarily as a result of the acquisition of a property and the prepayments made in preparation for the acquisition of additional properties over the course of 2018.
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XII. INFORMATION ON MATERIAL CHANGES IN THE ISSUER'S DEBT AND FINANCING STRUCTURE SINCE 30 JUNE 2019
The following material changes in the Issuer's debt and financing structure have occurred since
30 June 2019:
On 17 July 2019 PREOS 13. Beteiligungsgesellschaft mbH acquired 94.9% of the shares of Projekta Lüdenscheid 1 GmbH, which in turn is the owner of a parcel of land in Lüdenscheid, North
Rhine-Westphalia, on which a building complex including a multi-storey car park is located. The
preliminary purchase price amounted to EUR 1,966 thousand and was paid from the company's
own funds. At the same time, a EUR 1,049 thousand loan liability of Projekta Lüdenscheid 1
GmbH was repaid and a loan issued by Volksbank Ruhr Mitte eG, which had an amount outstanding of EUR 3,220 thousand as at 30 June 2019, was retained.
In addition, on 29 August 2019, the Issuer entered into a notarised agreement with publity AG
governing the contribution of 94.9% of shares in publity Investor GmbH to the Issuer as a contribution in kind in return for the issue of new shares in the Issuer, and also entered into a respective
agreement governing publity AG's subscription and purchase of 47,450,000 shares in the Issuer
(see section XXXIV.9.). The capital increase was recorded in the commercial register on 13 September 2019. Upon contributing 94.9% of shares in publity Investor GmbH to the Issuer, the debt
and financing structures of publity Investor GmbH were also included in the PREOS Group. With
respect to material changes in the debt and financing structure of publity Investor GmbH and its
subsidiaries between the beginning of 2019 and 30 June 2019 and from 30 June 2019 to the date
of the Prospectus, please refer to section XXVIII.
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XIII. EXPECTED FINANCING FOR THE ISSUER'S ACTIVITIES
The Issuer plans to finance itself and its subsidiaries and sub-subsidiaries in particular by means
of bank loans, thus securing sufficient working capital. For this purpose, among other things it
intends to enter into (further) real estate loan agreements with German financing partners. The
Issuer's sources of funding also include the proceeds from the issue of the bonds to which this
Prospectus relates. Furthermore, the Issuer also plans to cover its funding requirements (at arm'slength conditions) via (further) mezzanine financing, bridge financing, shareholder loans and
other forms of financing. Consideration is also being given in particular to issuing a corporate
bond.
With respect to financing for properties already purchased, please see section XXXVI. for information on which financing for purchased properties has been received by which company of the
Issuer's Group, as well as which purchase price payments are still outstanding and how it is intended to finance these.
Furthermore, as at the date of the Prospectus negotiations were also ongoing with Emerald Fund
S.C.A. SICAV-FIS, a Luxembourg partnership limited by shares, to enter into an agreement for
a mezzanine loan of approximately EUR 21.5 million. The intention is to use this loan and the
existing EUR 52 million loan agreement entered into with Hamburg Commercial Bank AG (see
section XXXVI.2.e.) to partially finance the acquisition and transaction costs of the "Access
Tower" property (see section XXXVI.1.g.).
The Issuer assumes that as part of further real estate purchases, financing or refinancing by a bank,
other financial backer or an investment bank will be arranged in a timely manner. Should this
prove problematic, however, there are other parties (family offices, funds or similar investors)
that could be available to provide bridge financing.
The Issuer is confident that all future working capital required by its Group can be raised by means
of bank loans and, if applicable, bridge financing, since the land currently owned by the Issuer's
Group and any land purchased by it going forward is (or will be) available for use as collateral
for this purpose.
However, should the necessary financing or refinancing fail to materialise, this could threaten the
existence of the property management companies and ultimately the Issuer, and result in their
insolvency and a total loss for the investors in the shares.
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XIV. RECENT DEVELOPMENTS AND TRENDS
The Issuer expects to continue to benefit from the continuing positive environment on the German
market for office buildings and commercial properties. Low interest rates on the capital market
are driving up transaction volume in the real estate market. Where Germany is concerned, international investment (both inward and outward) is on the increase, and there remains high demand
from domestic and international investors. In particular, Brexit could further boost demand for
German office buildings.
However, the Issuer expects interest rates to rise in the coming years. Hedging against the rising
interest rates will thus play a key role for the Issuer going forward. When entering into future loan
agreements, the intention is to agree a longer fixed interest period in order to benefit from the
current low interest rate environment for an extended time.
The Issuer's subsidiaries currently generate total monthly rental income of EUR 1,259,114.61
(total net rent per month excluding service charges).
Income totalling EUR 7,686,187.59 (unaudited) was generated between 1 January 2019 and the
date of this Prospectus. This is partly offset by costs of EUR 6,628,079.61 (unaudited) incurred
during the same period. The information indicated as "unaudited" above was taken or derived
from the Issuer's internal accounting system and was not audited by the auditor.
The Annual General Meeting of the Issuer on 28 August 2019 resolved to change the Company's
auditor. The Issuer's previous auditor, Ebner Stolz GmbH & Co. KG, Wirtschaftsprüfungsgesellschaft, Steuerberatungsgesellschaft, Ludwig-Erhard-Straße 1, 20459 Hamburg, was replaced by
Warth & Klein Grant Thornton AG Wirtschaftsprüfungsgesellschaft, with its registered office in
Düsseldorf and branch in Leipzig. The latter was appointed until the Company's next Annual
General Meeting to serve as auditor of the annual and consolidated financial statements for financial year 2019 and for any review of the condensed financial statements and interim reporting, as
well as interim financial reports prepared over the course of financial years 2019 and 2020. The
reason for the change of auditor is that Warth & Klein Grant Thornton AG
Wirtschaftsprüfungsgesellschaft has for years served as auditor for publity AG, which has been
the Issuer's majority shareholder since 13 September 2019.
Furthermore, in November 2019 Mr Thomas Olek was removed as Managing Director of publity
Investor GmbH and all of its subsidiaries and replaced by Mr Frederik Mehlitz as the Managing
Director of these companies.
Going forward, the Issuer intends to make further purchases to expand its Group's real estate
portfolio. Should such further properties be purchased and possession, benefits and burdens transferred, the rental income generated by the Issuer's Group would increase further.
In doing so, the Issuer intends to refinance purchase prices already paid and finance the purchase
prices for future property acquisitions (at least to a substantial extent) by means of (further) bank
loans, mezzanine financing, bridge financing, shareholder loans and other forms of financing.
The existing and planned borrowings involve substantial costs and interest expenses for the Issuer's Group. These will be offset by the increase in rental income due to the real estate acquisitions.
The Issuer's goal is to secure yield-oriented growth by acquiring further selected properties and
ensuring strategic portfolio management going forward.
The Issuer is currently negotiating the sale and purchase of other properties. No binding agreements had yet been reached as at the date of the Prospectus. Rather, letters of intent (LoIs) and
heads of terms (HoTs) had been entered into, which in addition to the timing of the respective
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planned transaction included the underlying key information but did not represent binding agreements. In detail, this relates to the following properties which the HoTs and/or LoIs value at a
total of approximately EUR 900 million:
(i)

A parcel of land in Frankfurt am Main on which an office and administration building is
located, with usable space of approximately 45,000 m² and rental income of approximately
EUR 9 million p.a. The intention is to acquire the property where appropriate by means of
a share deal. Due diligence had already been carried out as at the date of the Prospectus.

(ii)

A parcel of land in Frankfurt am Main on which an office building complex is located, with
usable space of approximately 30,000 m² and rental income of approximately EUR 4.5
million p.a. The intention is to acquire the property where appropriate by means of a share
deal.

(iii)

A parcel of land in Düsseldorf on which a multi-purpose complex is located, with usable
space of approximately 50,000 m² and rental income of approximately EUR 17 million p.a.
The intention is to acquire the property where appropriate by means of a share deal while
at the same time creating a heritable building right. Due diligence is being carried out.

(iv)

A parcel of land in Frankfurt am Main on which an office building complex is located, with
usable space of approximately 30,000 m² and rental income of approximately EUR 6 million p.a. The intention is to acquire the property where appropriate by means of a share
deal.

It cannot be foreseen as at the date of the Prospectus whether the properties listed above will
actually be acquired. An acquisition is dependent on factors including whether the due diligence
to be carried out in advance is satisfactory, whether the parties essentially have matching conceptions, and whether the appropriate finance can be raised from banks or other lenders.
In addition, negotiations to refinance the Essen/Karstadt headquarters property were ongoing as
at the date of the Prospectus. publity Theodor-Althoff-Straße 2 GmbH purchased the property on
10 April 2019 (see section XXXVI.1.f.) and was entered in the land register as the owner on 28
May 2019. Also on 10 April 2019, publity Theodor-Althoff-Straße 2 GmbH entered into a credit
facility agreement with Hamburg Commercial Bank AG for EUR 130 million to finance the purchase and certain renovation work (see section XXXVI.2.a.). Mezzanine financing was also raised
to cover other costs arising (see section XXXVI.2.d.). The intention is to enter into new financing
agreements to replace existing financing. In this connection, a non-binding term sheet has already
been agreed with a German bank, in which it has signalled its readiness to grant a loan of EUR
100 million once agreement can be reached on the specific lending conditions. The intention is to
raise further funds for refinancing through selling the parcel of land and at the same time obtaining
a heritable building right in favour of publity-Theodor-Althoff-Straße 2 GmbH. The creation of a
heritable building right separated ownership of the parcel of land from ownership of the building
constructed on it, meaning that the land and the building (or heritable building right) can be disposed of separately. While the intention is for publity Theodor-Althoff-Straße 2 GmbH to initially
retain ownership of the building (i.e. remain holder of the heritable building right) and consequently for the rental income to accrue to it, it can sell the parcel of land that is separate from the
building. Negotiations are currently being conducted with an investor in this regard. The purchase
price for the parcel of land is expected to amount to EUR 65 million.
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XV. CAPITALISATION AND NET INDEBTEDNESS;
WORKING CAPITAL STATEMENT
1.

Capitalisation and net indebtedness

The information below presents the capitalisation and net indebtedness of the Issuer's Group as
at 31 August 2019. The information on capitalisation and net indebtedness is based on the Issuer's
unaudited financial information. The tables below should be read in conjunction with the Issuer's
audited annual financial statements prepared in accordance with the HGB for the financial years
ended 31 December 2018 and 31 December 2017, the Issuer's audited IFRS separate financial
statements for the financial year ended 31 December 2018 and the audited IFRS consolidated
financial statements as at 31 December 2018 (see section XXVI.4.) and the unaudited interim
consolidated financial statements as at 30 June 2019 (see section XXVI.5.), as well as the further
financial information contained elsewhere in this Prospectus and the risks to which the Issuer and
the industry are exposed.
The table below provides an overview of the capitalisation of the Issuer's Group as at 31 August
2019:
31 Aug. 2019

EUR '000
Total current liabilities1
- guaranteed ........................................................................

2,541
0

- secured .........................................................................
- unsecured/not guaranteed .........................................

0
2,541
68,665

Non-current liabilities
- guaranteed ........................................................................
- secured2 ........................................................................

0

- unsecured/not guaranteed .........................................

66,333
2,332

Equity4

47,640

- Subscribed capital .......................................................

24,214

- Capital reserves .............................................................

19,862

3

- Other reserves .........................................................
- Net profit for the year
..............................................................
Non-controlling interests

2,861
-27
731

…...............................................................
Total capitalisation

118,846

1

These comprise trade payables of EUR 1,390 thousand, other financial liabilities of EUR 1,010 thousand, VAT liabilities of EUR 107 thousand, and other liabilities of EUR 34 thousand.
2

The financial liabilities are secured by land charges (Grundschulden) in the amount of EUR 66,650 thousand.
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3

These are broken down as follows: deferred taxes of EUR 1,057 thousand, lease liabilities of EUR 1,145 thousand
and compensation payments to minority shareholders of EUR 130 thousand.
4

Of that amount, EUR 46,910 thousand was attributable to owners of the parent company and EUR 731 thousand to
non-controlling interests.

The table below provides an overview of the net indebtedness of the Issuer's Group as at 31 August 2019:
EUR '000

31 Aug. 2019

A. Cash

11,449

B. Cash equivalents

0

C. Securities in the trading portfolio

0

D. Cash funds (A + B + C)
E. Current financial receivables

11,449
1,893

F. Current liabilities to banks

0

G. Current portion of non-current financial liabilities

0

H. Other current financial liabilities

2,541

I. Current financial liabilities (F + G + H)

2,541

J. Current net financial indebtedness (I – E – D)
K. Non-current liabilities to banks

-10,800
66,333

L. Bonds issued

0

M. Other long-term loans

0

N. Non-current financial liabilities (K + L + M)

66,333

O. Net financial indebtedness (J + N)

55,533

At 31 August 2019, the Group had no indirect liabilities or contingent liabilities.
2.

Material changes in capitalisation and net indebtedness since 31 August 2019

This section presents the material changes in the capitalisation and net indebtedness of the Issuer's
Group since 31 August 2019. At the same time, the material impacts of these changes on the
individual items of the tables contained in section XV.1 above ("Capitalisation and net indebtedness") are discussed.
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The material changes in the capitalisation and net indebtedness of the Issuer's Group since 31
August 2019 resulted from (i) the acquisition by PREOS 13. Beteiligungsgesellschaft mbH of
94.9% of shares in Projekta Lüdenscheid 1 GmbH, (ii) the in-kind capital increase entered into
the commercial register on 13 September 2019, under which publity AG contributed 94.9% of
shares in publity Investor GmbH to the Issuer as an in-kind contribution in return for the issuance
of 47,450,000 new shares in the Issuer ("Investor Transaction") and (iii) the issuance of convertible bonds to publity AG in a Pre-placement Against the Contribution In Kind (see also section XVIII.).
a.

Impacts of the acquisition of 94.9% of shares in Projekta Lüdenscheid 1 GmbH

PREOS 13. Beteiligungsgesellschaft mbH, a wholly owned subsidiary of PREOS Immobilien
GmbH, had already acquired 94.9% of shares in Projekta Lüdenscheid 1 GmbH on 17 July 2019.
The assignment of the 94.9% interest to PREOS 13. Beteiligungsgesellschaft mbH (transfer of
title) took place in September 2019. In the course of acquiring the legal title to the shares, a loan
for EUR 3.3 million was raised by Projekta Lüdenscheid 1 GmbH from Volksbank Ruhr Mitte
eG. On 16 October 2018 Projekta Lüdenscheid 1 GmbH raised the loan from Volksbank Ruhr
Mitte eG to finance its share of the costs of acquisition and transaction costs for the parcel of land
held by Projekta Lüdenscheid 1 GmbH in Lüdenscheid. The loan was already disbursed in full
and is secured with a land charge of EUR 3.3 million. The loan is a long-term, secured loan which
increases the Company's non-current liabilities to banks.
b.

Impacts of the Investor Transaction

As a consequence of the Investor Transaction described above, publity Investor GmbH and its
subsidiaries have been consolidated into the Issuer's Group. The material changes to the capitalisation and net indebtedness of the Issuer's Group resulting from this consolidation are presented
individually below. The implications of the Investor Transaction for equity are presented first.
Following this, the implications of the financing arrangements entered into by publity Investor
GmbH and its subsidiaries for the capitalisation and net indebtedness of the Issuer's Group are
described:
Impacts on equity
In the course of the Investor Transaction and the associated issuance of 47,450,000 new shares in
PREOS Real Estate AG to publity AG, PREOS Real Estate AG's equity (subscribed capital) increased by EUR 47.45 million from approximately EUR 24.21 million to EUR 71.66 million.
Furthermore, as a result of the Investor Transaction, the capital reserves increased by EUR 90.62
million from approximately EUR 19.86 million to EUR 110.48 million, thus corresponding to the
difference between (i) the acquisition cost of EUR 161.99 million plus the share capital and capital
reserves of publity Investor GmbH of EUR 20.15 million and (ii) the subscribed capital of PREOS
Real Estate AG of approximately EUR 71.66 million.
Financing affecting the amount of non-current liabilities to banks
A loan agreement has also been entered into between publity St. Martin Tower GmbH, a subsidiary of publity Real Estate GmbH and hence sub-subsidiary of publity Investor GmbH, and
Landesbank Hessen-Thüringen Girozentrale for EUR 94.25 million. The loan agreement was already signed on 6 December 2018 by publity St. Martin Tower GmbH and Landesbank HessenThüringen Girozentrale and the funds have been disbursed in full. The acquisition of 94.9% of
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shares in publity St. Martin Tower GmbH by publity Real Estate GmbH meant that the current
loan was transferred and continued. The loan is a long-term, secured loan which increases the
Company's non-current liabilities to banks.
Pursuant to the notarised share purchase agreement dated 4 and 5 October 2019, publity Real
Estate GmbH has already sold its 94.9% interest in the shares in publity St. Martin Tower GmbH.
The purchase price for the shares was not yet payable at the Prospectus date, meaning that the
title over the shares has not yet been transferred to the buyer; this is expected to take place at the
end of November 2019. The loan taken out by publity St. Martin Tower GmbH with Landesbank
Hessen-Thüringen Girozentrale will be transferred to the buyers upon the transfer of title to the
shares in publity St. Martin Tower GmbH and the non-current liabilities to banks will therefore
be reduced again.
publity Theodor-Althoff-Straße 2 GmbH, a further subsidiary of publity Real Estate GmbH and
thus a sub-subsidiary of publity Investor GmbH has entered into a credit facility agreement with
Hamburg Commercial Bank AG for a loan totalling EUR 130 million. The agreement was signed
on 10 April 2019 and serves to finance the company's portion of acquisition and transaction costs
in relation to a property in Essen and to finance certain renovations. At the Prospectus date, EUR
82.9 million was already drawn down. Further amounts may be drawn down depending on the
progress of construction work on the renovations. The loan is a long-term, secured loan which
increases the Company's non-current liabilities to banks.
On 5 April 2019, publity Investor GmbH arranged a EUR 10 million loan with Emerald Fund
S.C.A. SICAV-FIS. The loan is secured and was disbursed in full in April 2019. The loan is a
long-term, secured loan which increases the Company's non-current liabilities to banks.
To finance the acquisition of the "Access Tower" property, publity Real Estate 1 GmbH, a subsidiary of publity Investor GmbH, and Hamburg Commercial Bank AG entered into a loan agreement for EUR 52 million on 6 September 2019. The loan will not be disbursed until the purchase
price for the "Access Tower" falls due, which will be at the end of December 2019 at the earliest.
The funds have therefore not yet been disbursed at the Prospectus date. The loan is secured. Once
it is disbursed, this will increase non-current liabilities to banks.
publity Real Estate 3 GmbH, a subsidiary of publity Real Estate Holding GmbH and thus a subsubsidiary of publity Investor GmbH, and Landesbank Hessen-Thüringen Girozentrale entered
into a loan agreement for EUR 67 million on 4 November 2019 to finance the acquisition of the
"Sky Deutschland Zentrale" heritable building right. The loan will not be disbursed until the purchase price for the "Sky Deutschland-Zentrale" falls due, which will be at the end of December
2019 at the earliest. The funds have therefore not yet been disbursed at the Prospectus date. The
loan is secured. Once it is disbursed, this will increase non-current liabilities to banks.
On 14 November 2019, Emerald Fund S.C.A. SICAV-FIS gave a commitment to grant a loan of
EUR 42 million to finance the purchase price. A loan agreement in this regard is to be signed
shortly between publity Real Estate 5 GmbH and Emerald Fund S.C.A. SICAV-FIS. However,
the loan will not be disbursed until the purchase price for the Eschborn property falls due, which
will be at the end of November 2019 at the earliest. The funds have therefore not yet been disbursed at the Prospectus date. The loan will be secured. Once it is disbursed, this will increase
non-current liabilities to banks.
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The amounts already disbursed under the above loan agreements increased the secured non-current liabilities to banks by a total of EUR 187.15 million to EUR 253.48 million at the Prospectus
date.
Assuming that during the course of the sale of the 94.9% interest in the shares of publity St. Martin
Tower GmbH the loan raised with Landesbank Hessen-Thüringen Girozentrale will also be assumed by the buyer, the secured non-current liabilities to banks will decrease by a total of EUR
94.25 million. By contrast, if the other loan agreements presented above are disbursed in full
going forward and the remainder of the available EUR 47.1 million portion of the EUR 130 million credit facility with Hamburg Commercial Bank AG is paid out, secured non-current liabilities
to banks would increase by a further EUR 208.1 million.
Financing affecting the amount of other long-term loans:
publity Real Estate GmbH, a subsidiary of publity Investor GmbH, entered into a mezzanine loan
agreement with NongHyup/IGIS Global Real Estate Investment Trust on 17 April 2019 for EUR
25 million. The loan was disbursed in full in April 2019 and served to finance a portion of the
acquisition and transaction costs for the 94.9% interest in the shares of publity St. Martin Tower
GmbH by publity Real Estate GmbH. The loan is secured and would increase other long-term
loans.
However, pursuant to the notarised share purchase agreement dated 4 and 5 October 2019, publity
Real Estate GmbH has already sold its 94.9% interest in the shares in publity St. Martin Tower
GmbH. The purchase price for the shares was not yet payable at the Prospectus date, meaning
that the title over the shares has not yet been transferred; this is expected to take place at the end
of November 2019. The mezzanine loan is expected to be repaid directly to NongHyup/IGIS
Global Real Estate Investment Trust once the shares in publity St. Martin Tower GmbH are transferred, and would thus further reduce other long-term loans.
Furthermore, on 4 September 2019 publity Real Estate GmbH also entered into a mezzanine loan
agreement with NongHyup/IGIS Global Real Estate Investment Trust for EUR 60 million. The
loan was disbursed in full on 10 September 2019. The loan is secured and increases other longterm loans by EUR 60 million.
The loan results in an EUR 85 million increase in secured other long-term loans to EUR 85 million
as at the Prospectus date.
Assuming that the loan from NongHyup/IGIS Global Real Estate Investment Trust in the amount
of EUR 25 million is repaid in full in the course of the sale of the 94.9% interest in the shares of
publity St. Martin Tower GmbH, this would result in a further EUR 25 million reduction in secured other long-term loans.
c.

Impacts of issuing convertible bonds in the Pre-placement Against the Contribution In
Kind

In the context of the Pre-placement Against the Contribution In Kind (see section XVIII.), publity
AG subscribed 107,756 bonds and in return contributed its shareholder loan receivables due from
publity investor GmbH (a subsidiary of the Issuer) amounting to EUR 112,974,623.08 to the Issuer as a contribution in kind. The bonds are not secured and mature on 9 December 2024. The
issuance of the 107,756 bonds would result in a EUR 107,756,000.00 total increase in "Bonds
issued" as at the Prospectus date.
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3.

Working capital

The Company believes that the working capital is sufficient to cover the current requirements of
its Group over the coming twelve months after the date of this Prospectus.
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XVI. RISK FACTORS
In connection with the securities described in this Securities Prospectus, potential investors are
exposed to market and sector-specific risks as well as company-specific risks with regard to both
the Issuer and the securities. The main risks pertaining to the Issuer or the securities described
in this Prospectus are presented below.
So as to provide potential investors with a better overview of the individual risk factors, these
have been subdivided into categories. In each category, the risks that are the most material based
on the Issuer's assessment are listed first, reflecting the negative impact on the Issuer and the
probability of their occurrence. In addition, each individual risk factor – irrespective of its allocation to a specific category – also includes the Issuer's assessment with respect to its materiality
according to the potential extent of damage and probability of occurrence by using a qualitative
scale of "low", "medium high" and "high".
The risks may materialise either individually or cumulatively.
1.
a.

Material risks specific to the Issuer
Risks relating to the Issuer's financing structure

Risks relating to the inability to obtain debt financing for future real estate acquisitions
The Issuer's business model is based on the purchase of properties and, if applicable, real estate
portfolios. The purchases will require the Issuer to raise considerable financial resources. These
resources will on the one hand be provided from the Issuer's own funds, but the vast majority of
them will come from borrowed funds raised in particular through banks, other financial backers
and the capital market.
The Issuer therefore depends on the willingness of credit institutions and other financial backers
to support an investment by offering appropriate terms, which extends to the furnishing of collateral. The general conditions for financing real estate acquisitions are subject to constant change
and depend on various continually changing factors that the Issuer is unable to influence. These
include, for example, the interest rates on the financing, the amount financed, the general tax
environment, the assessment by credit institutions and investors of the value of the properties and
their ability to retain value as collateral for loans or their assessment of the macroeconomic environment, the occurrence or worsening of crises in international financial markets or stepped-up
regulatory requirements for the capital adequacy of banks. Any negative development of the
above parameters could result in fewer financing offers being made.
If the Issuer is unable to secure debt financing in the future or to obtain it on its projected terms,
this will have a negative impact on the Issuer's ability to acquire properties. In that case, the Issuer
would not be able to increase its earnings from the management and sale of real estate to this
extent. Lower earnings than anticipated would, in turn, result in the Issuer having less own funds
available for the purchase of properties or, if applicable, real estate portfolios. A lack of investor
funds and debt capital could thus lead to an economic earnings base that is inadequate in the long
term.
Should financing or bridge financing for real estate acquisitions fail to materialise in the future,
there is also a risk that any purchase agreements already entered into at that particular point in
time would have to be reversed. As a result, the respective sellers could assert claims for damages
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against the property companies concerned and in turn therefore against the Issuer as the beneficial
owner, or any deposit paid by the Issuer or the relevant companies in its Group may be forfeited.
The Issuer has in the past entered into, and is expected to continue entering into, real estate purchase agreements although not yet having obtained a binding financing commitment or having
concluded a corresponding loan agreement at the time of the relevant agreement's notarisation.
This is primarily due to the fact that the Issuer generally avails itself of advantageous purchase
opportunities that arise at short notice. For example, while the purchase agreement for the "Access
Tower" property had been entered into in April 2019 already, the corresponding financing agreement with Hamburg Commercial Bank was only concluded in September 2019 (with additional
further mezzanine financing still being negotiated as at the Prospectus date). The same holds true
in the case of the "Sky Deutschland Zentrale" property. The purchase agreement was entered into
in June 2019 but the financing agreement with Landesbank Hessen-Thüringen (Girozentrale) in
November 2019 only. The same applies to the "Eschborn" property (purchase agreement: September 2019; financing commitment: November 2019). Had the Issuer not succeeded in obtaining
corresponding financing agreements for the respective properties, it would not have been able to
pay the purchase prices in due time. Under the respective terms and conditions of the purchase
agreements, the seller has the right to rescind the contract in such a case. Therefore, if financing
commitments have as yet not been obtained, the risk exists – also with respect to property purchases in the future – that transactions will fail and contractual penalties might be incurred as a
result.
Furthermore, the financing agreements entered into by the Issuer and/or its subsidiaries have a
comparatively short term. The bulk of the financing agreements provide for repayment of the
loans funds at the end of 2020 or beginning of 2021. As a result, the Issuer is dependent on obtaining debt financing or loan extensions, not only with regard to future property acquisitions but
also insofar the existing (expiring) financing is concerned.
Any of the aforementioned circumstances could lead thereto that the Issuer might be unable to
meet its obligations (particularly to pay principal and interest) arising under the Bonds which
could lead to the total loss of the capital invested by the bondholders. The same applies to bondholders who have already converted their Bonds into shares of the Issuer at that point in time.
The Issuer assesses the risk of being unable to obtain debt financing to be "low".
Risks relating to the reporting, performance and information obligations agreed in loan
agreements
As part of existing (and probably also future) financing agreements with lending banks and other
investors, the Issuer is subject to various, in some cases extensive, reporting, performance and
information obligations that must be met during the term of the agreements.
For example, in the loan agreements entered into by the Issuer, it is subject to financial covenants
(i.e. obligations to meet defined financial ratios). In addition, some of the financing agreements
specify that, without written consent, the respective borrowers (property companies of the Issuer)
must not enter into any financing agreements other than the loans raised and they must not encumber the relevant parcels of land in any other way. If the obligations specified in the existing
financing agreements are breached, e.g., as a result of financial covenants as well as other reporting, performance and information obligations being at risk, this could lead to early repayment
obligations in the amount of the entire respective loan. It cannot be ruled out that the Issuer will
not be able to pay from freely available liquidity the loan amounts that would be repayable in
such a case. If repayment is not possible from existing liquidity, the Issuer and/or the property
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companies would under certain circumstances be forced to obtain other loans with less favourable
terms or obtain liquidity by quickly selling properties (forced sales).
As the holder of a real estate portfolio, the Issuer primarily depends on recurring income from
property management, in particular from leasing its properties, while at the same time generating
material income from the sale of properties once their values have increased. If the above-mentioned forced sales had to be made, this would under certain circumstances prevent the Issuer
from generating income with its business activities, and this could result in a considerable decline
in income or even the insolvency of the Issuer.
The Issuer assesses the risk of unexpected or early repayment obligations under debt financing
due to breach of the obligations stipulated in the financing agreements to be "low".
High levels of debt capital and rising debt service costs might entail the risk of disposal of
some properties, pose a threat to the property company concerned and have an adverse
impact on the Issuer
A long-term loan-to-value (LTV) ratio of approximately 65% is planned for the properties to be
added to the Issuer's portfolio. In simplified terms, the LTV means the ratio between a loan
amount (borrowed capital) and the collateral value of a loan collateral (e.g., the market value of
a property pledged as collateral for the loan). The debt capital is used to leverage the equity deployed by the Issuer and create a higher rate of return. The higher the debt-to-equity ratio, the
greater the leverage. This effect may reverse, however, if the economic circumstances deteriorate
and, for example, a property no longer generates enough rental income to service the debt.
If debt servicing was discontinued, the collateral provided could allow the financing bank or the
respective lender dispose of the property for themselves. In such cases, the Issuer would be unable
to generate income by leasing the affected property or by selling it with a view to making a profit.
This could in turn threaten the Issuer's general ability to raise financing and lead to a situation
where the Issuer can only continue its business activities to a limited extent or not at all.
Moreover, in case of an impending loan extension, the refinancing of property companies with a
high proportion of debt financing may prove difficult. If the refinancing of expiring financing
agreements is not successful or only possible on unfavourable terms, the Issuer might in turn be
forced to sell or be exposed to the risk of accepting significantly higher financing costs.
The Issuer assesses the risk of forced sales of one or more properties due to a high proportion of
debt financing (particularly the associated debt servicing) to be "low".
Risks in connection with the contribution of publity AG's loan receivables from publity Investor GmbH to the Issuer in connection with the Pre-placement Against the Contribution
In Kind
publity AG (the Issuer's majority shareholder) entered into a contribution agreement with the Issuer on 8 November 2019. Pursuant to this contribution agreement, publity AG subscribed
107,756 Bonds and in return contributed its shareholder loan receivables due from publity investor GmbH (a subsidiary of the Issuer) amounting to EUR 112,974,623.08 to the Issuer as a contribution in kind. As a result of the contribution of the loan receivables to the Issuer, such receivables are now due to the Issuer from its subsidiary, publity Investor GmbH. It cannot be ruled out
that publity Investor GmbH will be unable to repay the loans to the Issuer. Therefore the Issuer
bears the credit risk associated with publity Investor GmbH. If publity Investor GmbH should
default on the repayment of these loans, this could result in the Issuer having to make specific
valuation allowances or write-downs with respect to such loan receivables. The same applies if
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and insofar as the value of the loan receivables from publity Investor GmbH was assessed as too
high or at least incorrectly in the context of the audit of the contribution in kind.
The Issuer assesses the default or credit risk of publity Investor GmbH and also the risk of an
incorrect measurement of the loan receivables in the context of the audit of the contribution in
kind to be "low".
b.

Risks relating to the Issuer's industry and business

Risks relating to the dependence on key personnel of the asset manager publity AG
In the Issuer's view, the success of the Issuer and its Group is largely based on the comprehensive
know-how, long-standing contacts and business relationships as well as the industry experience
of certain key personnel. They include in particular the members of the Issuer's Executive Board,
Frederik Mehlitz and Libor Vincent.
In addition, however, the Issuer's financial performance also depends to a material extent on publity AG, the Issuer's parent company, which has been entrusted with the provision of asset management services for the Issuer's Group. On the basis of the asset management agreement entered
into between publity AG and the Issuer, publity AG provides services in connection with the
selection and purchase of suitable properties, classic asset management (i.e. optimisation
measures taken to increase the value of the respective property) and property sales for all properties held and/or to be acquired by the Issuer and/or its subsidiaries. The personal contacts, experience and know-how of publity AG's management, and in particular of the members of its Executive Board, Thomas Olek and Frank Schneider, with regard to all the above-mentioned areas of
service are therefore critical to the Issuer's economic success.
Termination of the asset management agreement, bad decisions taken by publity AG or its management in relation to the services they provide to the Issuer, other circumstances in which a
breakdown or discontinuation of relations with publity AG occurs, or the departure of any key
personnel could lead to, among other things, a situation where
(i)

the Issuer is no longer able to get access to suitable properties for the continuing expansion
of its real estate portfolio and could therefore acquire properties only on (significantly) less
favourable terms than before;

(ii)

the Issuer is no longer able to develop properties that are already in its portfolio according
to the business plan drawn up for each individual property, and/or other service providers
would have to be engaged for asset management that may charge higher fees and have less
experience, expertise and market access than publity AG; and

(iii)

for property sales, the Issuer would likewise no longer be able to access the extensive network of prospective buyers maintained by publity AG.

Since, firstly, the Issuer and/or its subsidiaries generate a large part of their income from managing their properties, in particular by leasing them and disposing of them after their values have
increased as a result of active asset management, and, secondly, publity AG – as mentioned earlier
– performs the asset management for the Issuer's entire real estate portfolio, any discontinuation
of the relations between the Issuer and publity AG would have a considerable economic impact
on the Issuer.
As at the date of this Prospectus, publity AG is the majority shareholder of the Issuer and thus has
an interest in the Issuer's economic success. However, it cannot be ruled out that in the future
publity AG will abandon or lose its position as majority shareholder of the Issuer or that key
personnel of the Issuer and/or publity AG will depart, for example due to health problems or other
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reasons. The Issuer assesses the risk that the relationships with publity AG or key personnel of
the Issuer and/or publity AG will be terminated as being "medium high".
Risks related to rising or falling property prices
In order to exploit as much of a property's value-adding potential as possible, the property should
be acquired at a price that is as low as possible compared to its potential value. Due to high current
demand and the continuing phase of low interest rates, the prices of commercial and office real
estate are at a relatively high level. Moreover, competitive pressure in the German market for
commercial and office real estate, which is the focus of the Issuer's investment strategy, may
possibly be causing the prices of suitable properties to rise even further. It could thus become
difficult or even impossible for the Issuer to acquire additional properties at acceptable market
prices. If, therefore, the Issuer is unable to acquire suitable properties at reasonable prices in future, the returns from the sale of properties following potential increases in value could be lower
than planned and thus threaten the growth of the Issuer and its Group. In light of its currently still
comparatively small property portfolio, the Issuer does not have the same possibilities afforded
to larger real estate companies in being able to take advantage of periods of rising or high real
estate prices through increased property sales. Based on the higher investment volume of larger
real estate companies, they usually acquire not only individual properties but rather entire real
estate portfolios. Such portfolio acquisitions typically involve negotiation of volume-related price
discounts. Since the Issuer is currently still a comparatively small real estate company and does
not have the requisite own or borrowed funds for the purchase of large-volume real estate portfolios, it is more strongly exposed to the risk of rising real estate prices.
Similarly, falling real estate prices may also have an adverse effect on the Issuer. There is a risk
here that, in a falling market, the valuation approaches previously applied by the Issuer would
have to be corrected and it may become necessary to recognise impairment losses on the Issuer's
real estate assets. In addition, the financing agreements entered into by the Issuer and/or its subsidiaries to finance the acquisition and transaction costs of the properties provide that the individual properties, which serve as collateral for the respective financing agreement, must have certain
market values. If real estate prices should fall, the properties' market values could drop, thus triggering termination rights on the part of the respective lenders. In a scenario of falling real estate
prices, it may only be possible to sell individual properties on terms that fall short of the terms of
purchase of these properties, with the result that an investment subsequently turns out to be unprofitable, even if measures have been taken as part of asset management to increase market values. While larger real estate companies might be in a position to cushion such development, the
Issuer is more strongly exposed to this risk due to its comparatively small size.
The Issuer assesses the risk of rising or falling property prices having an adverse impact on its
ability either to acquire properties at low prices or to sell exclusively at favourable conditions to
be "medium high".
There is a risk of delayed completion, cost overruns or failure of renovation projects
It cannot be ruled out that the Issuer will (continue to) carry out or commission renovation or
construction measures in future. For instance, as part of its acquisition of the property in Essen,
on which the Karstadt Headquarters are located, the Issuer commissioned a general contractor to
renovate the property purchased and to upgrade the existing facilities. In addition, a number of
other contractors were commissioned to provide individual trade services (such as electrical and
plumbing work). This was done mainly for the purpose of fitting out the space for another tenant,
the German State of North Rhine-Westphalia, which entered into a 30-year lease for space measuring 26,800 m² back in March 2018 and is planning to operate police stations in the building
complex. The space is expected to be handed over upon completion, in the second quarter of 2020.
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In this context, the Issuer is exposed to the risk of delays in completion, cost overruns and failure
of this and possibly also future renovation projects. The costs estimated for the construction
measures commissioned for the refurbishment of the property in Essen amounted to clearly just
under EUR 80 million as at the Prospectus date, which means, for example, that a mere 5% increase in construction costs would already have a negative impact of around EUR 4 million.
When developing new properties or upgrading existing properties, the Issuer has to bear the construction costs. Some of the risks associated with project developments or renovations arise from
potential disputes with building authorities and delayed and/or defective execution by the general
contractors and sub-contractors commissioned, or their insolvency, as well as from unplanned
increases in construction/renovation costs or a resulting delay in initial leases. This can lead to
delays in the realisation of projects or to their complete failure. Furthermore, the Issuer's financing
agreement with NongHyup/IGIS Global for EUR 60 million provides for the investor's right of
termination in the event the construction measures regarding the property "Essen/Karstadt headquarters" were to be delayed.
A delay in completion, higher-than-anticipated costs or the complete failure of project developments or modernisation projects can result in the expected target return not being achieved or
even a loss being incurred. Moreover, it cannot be ruled out that delayed completion of any such
projects will result in contractual penalties to be paid to the tenants of the affected properties, for
example for the delay in these properties becoming available for lease, or in giving tenants the
opportunity to cancel leases already signed and look for alternative leases. Should the Issuer resolve in future to undertake and commission further construction and renovation measures in connection with the property in Essen in addition to the construction measures already completed
(e.g., construction or renovation measures could also be resolved regarding the "Access Tower"
property but as at the Prospectus date no firm resolutions have as yet been adopted in this regard),
the potential impact of the risks described above could become significantly more severe in relation to the Issuer's entire business activities.
The Issuer assesses the risk of material adverse effects on its business due to delayed completion,
cost overruns or failure of renovation projects to be "medium high".
The reduction or loss of rental income would worsen financial performance
The Issuer is exposed to the risk of rental loss and rental reduction as well as to vacancy risk for
existing rental space. From the properties it holds (or has already purchased but of which title has
not yet been transferred), it generates (or will generate) rental income of over EUR 2.2 million a
month, which it needs, among other things, to service the debt raised in connection with the financing and to cover current expenses. The failure to renew long-term leases as expected, the
termination of lease agreements without notice, the failure to secure regular subsequent leases or
the insolvency of one or more major tenants could have a significant negative impact on the Issuer's cash flows. The entire property in Unterföhring ("Sky Deutschland Headquarters"), for example, has been leased to Sky Deutschland. If the lease agreement were to be terminated without
notice, the risk exists that a not inconsiderable proportion of the rental income would be lost and
could not be compensated through any other letting.
If a lease is not renewed, a knock-on effect on other commercial tenants of the same property
cannot be ruled out. Furthermore, if a lease is not renewed, there is a risk that the property cannot
subsequently be leased, or not to tenants with a similar credit rating.
Apart from the resulting loss of income, this may also lead to unforeseen or additional expenses,
because operating costs and incidental expenses for vacant space have to continue to be paid, but
will not be reimbursed by tenants. The same applies to maintenance, restoration or modernisation
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work for vacant space, the cost of which cannot be passed on. If the Issuer fails to prevent any
deterioration of its leased properties, or fails to do so comprehensively, by undertaking the appropriate maintenance and modernisation work, this could lead to a rise in vacancy rates and thus
have a considerable adverse impact on the income from existing or future leases and the costs
associated with them.
There is also a possibility that due to external circumstances – such as changes in infrastructure
or demographic structures – the environment, and therefore the attractiveness of properties, deteriorates.
If the lease agreements entered into for these properties are terminated or expire, there is a resulting risk that lower rental income has to be budgeted for new leases entered into or that the rental
income is lost altogether as further letting of the property is no longer possible, and this would in
turn lead to an increase in the vacancy rate.
This might lead not only to a reduction in revenue from the lease of properties. The vacancy rate
also has a significant impact on the value to be determined for a property. As a result, if the
vacancy rate is high, prospective buyers of a property of the Issuer would only be prepared to pay
a lower purchase price, so that the Issuer would only be able to generate reduced income when
selling its properties.
The Issuer assesses the risk of the reduction or loss of rental income, which would reduce the
revenue of the Issuer's Group to not only an insignificant extent, to be "medium high".
Risks arising from misjudgements in the acquisition of real estate
The Issuer is planning to expand its existing real estate portfolio. In this context, the Issuer is
exposed to the risk of misjudging valuation criteria while making decisions concerning the purchase of real estate. Prior to any investment decision and the acquisition of properties, legal due
diligence is performed by independent law firms. Moreover, real estate due diligence is conducted
by experts in the valuation of undeveloped and developed land, which includes a technical as well
as a financial appraisal. Nevertheless, the assumptions made when purchasing properties as well
as the basis for their valuation could retrospectively prove mistaken, in whole or in part, or unidentified risks and/or unexpected disadvantages in connection with properties acquired could
arise that were not factored into the appraisal basis and the assumptions during the purchase process. Such misjudgements could lead to a situation where the property strategy created jointly
with publity AG to increase the value of properties to be acquired by the Issuer and/or its subsidiaries cannot be implemented at all or not implemented to the full extent. The costs incurred may
potentially be higher than estimated (for example for removing legacy or environmental contamination, asbestos pollution or in general for getting the property to a state compliant with building
regulations) or approvals or declarations required from public authorities or third parties may not
be available, and this may delay the leasing process and ultimately also the sale. As a result, it
may not be possible to generate the originally planned income from an investment in real estate,
or an investment may subsequently even turn out to be loss-making. In such a case, however,
liability claims could be asserted, inter alia, against the sellers of a property (particularly where
these have failed to disclose material information or provided incorrect information); liability
claims might even exist against the advisers engaged in the context of the due diligence process
if, for example, they failed to identify material risks or made false assumptions that are not in line
with market standards. However, there is the risk that any existing claims might ultimately not be
enforceable (which may involve court proceedings and the associated costs in some cases, e.g.,
where the defendant party refuses to accept liability on justifiable or unjustifiable grounds) or that
the party against whom the claim is asserted may not be able to satisfy the claims. Moreover, both
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the legal and the real estate due diligence reports may contain extensive provisions that limit the
liability of the respective advisers and experts. In addition, it is frequently agreed that the due
diligence procedures (for the most part, at least) were conducted on the basis of the documents
submitted to the advisers and experts and that, in this connection, the correctness of such documents was assumed. In most cases, therefore, it is expected that any liability on the part of the
advisers and experts could be enforced only with great difficulty.
If the Issuer is unable to offset lower income or even losses due to misjudgements in the acquisition of real estate by other investments, there is a risk that its financial performance will permanently be inadequate.
The Issuer assesses the risk of significant misjudgements in the acquisition of real estate to be
"low", particularly in view of the fact that extensive due diligence procedures are carried out prior
to the purchase of any property.
Risks from an unperfected transfer of title to real estate
At present, the real estate portfolio, which is held indirectly by the Issuer, consists of 17 properties
for which notarial sale and purchase agreements have been concluded (taking into account that
the St Martin Tower property was already been sold as at the Prospectus date.) The full purchase
price has already been paid for 14 of these properties, thus effecting the transfer of beneficial
ownership (transfer of possession, benefits and burdens). The transfer of legal ownership (title)
has also taken place for these 14 properties. For two properties ("Access Tower" and "Sky
Deutschland Headquarters" and "Eschborn"), it has been agreed that the purchase price will only
be payable at the end of November or end of December 2019 at the earliest, which means that
neither beneficial nor legal ownership of the properties concerned will be transferred before then.
For these properties, this means that, until title has been definitively transferred by entry into the
land register, a seller could breach, repudiate or rescind the purchase agreement. As a consequence, there is a risk that legal proceedings may or will have to be instituted against such sellers,
that the purchase price (deposits) (already totalling over EUR 10 million as at the Prospectus date)
will not be repaid to the Issuer and/or companies of its Group, thus causing substantial economic
losses on the part of the Issuer and, most importantly, that title to the relevant property will not
transfer and said property would therefore no longer be part of the Issuer's future real estate portfolio. In that case, it would not be possible to increase the earnings from the management and sale
of real estate to this extent. For example, from the properties mentioned, "Access Tower", "Sky
Deutschland Headquarters" and "Eschborn", the Issuer expects rental income of almost
EUR 1 million per month. Lower earnings than anticipated would also result in the Issuer having
less own funds available for the purchase of additional properties and this would make it significantly more difficult to acquire additional properties.
The Issuer assesses the risk of negative impacts due to unperfected transfers of title to real estate
already purchased as being "low".
Risks relating to the condition of the building structure of the properties and to maintenance
and repair costs
In order to maintain the demand for rental properties and to generate appropriate rental income,
the condition of the properties must meet the standard demanded by the market. The obligation
to maintain and modernise properties is derived from, among other things, the statutory provisions
on fire protection, the protection of health and the environment, safety and security-related considerations and other legal requirements that may change over time (for example, through the
imposition of stricter energy conservation rules).
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If restoration measures, repairs or modernisation are required, the respective subsidiary of the
Issuer, as property owner, may have to bear considerable costs. It cannot be ruled out in this
context that the costs could in some cases exceed the costs budgeted when determining the purchase price.
Any expenditure incurred in connection with restoration measures, repairs or modernisation might
only be (partially) offset by rent increases if certain requirements are met.
The costs estimated for such measures are based on the assumption that any necessary approvals
are granted in good time and in accordance with the Issuer's schedules. It is possible, however,
that the necessary approvals are not granted within the expected timeframe. If the necessary approvals are not granted in good time or only subject to conditions, this may lead to considerable
delays in the implementation of the measures and incur higher costs than expected, which cannot
be offset by matching rent increases. Moreover, failure to carry out maintenance measures could
give rise to claims for suspension of rent payments, rent reduction or termination of the lease on
the part of tenants.
Furthermore, unexpected problems or undetected risks, such as delays in the implementation of
maintenance, renovation or modernisation measures that cannot be fully passed on to tenants
could emerge in connection with the properties acquired. In addition, rising costs may result from
restoration measures, repairs or modernisation as a consequence of higher raw material or construction material prices, an increase in labour costs or a rise in energy costs. This could lead to
leases or rent increases not being realised as planned, either on the terms and conditions envisaged
or at the point in time scheduled, and this could in turn have a negative impact on value increases
of the respective property and therefore also have an adverse effect on the sale of properties.
The Issuer assesses the risk of adverse effects on the Group's sales revenues and results of operations due to higher than budgeted costs incurred in connection with the condition of the building
structure of the properties and to costs for their maintenance and any repairs to be "low".
Risks relating to the invalidity of lease agreements
The Issuer and/or its property companies use standard-form contracts for some of their lease
agreements. The possibility that standard-form contracts may not pass review by a court due to
changes in the applicable legislation or case law, or for other reasons cannot be ruled out. Any
errors or ambiguities in the contract templates will affect a multitude of contractual relationships
concerning the properties held by the Issuer or its subsidiaries. Moreover, contracts that were
supposedly entered into as individual agreements may be deemed to be standard terms and conditions and may be invalid or terminable because the statutory provisions that apply to such standard terms and conditions were not complied with. For example, if this relates to clauses relating
to obligations upon expiration of the lease or the allocation of renovation costs at the end of the
lease or agreements on incidental expenses, the Issuer could incur unexpected expenses. Finally,
the properties are subject to long-term commercial leases. Under German law, such long-term
leases may not be terminated early without good cause if they comply with the written form requirement, i.e. a document is available that contains all of the key terms and conditions of the
lease arrangement, including all schedules, particularly the description of the spaces leased and
the signatures of both parties on the same document. The details pertaining to these and other
requirements for complying with the statutory written form requirement for long-term lease agreements are handled differently, but in principle quite strictly, by the various courts in Germany.
Some of the Issuer's lease agreements may not meet all of these requirements. Tenants could use
this circumstance to terminate long-term leases early or push through contract changes at the Issuer's expense. This could result in the Issuer or its subsidiaries incurring additional costs that had
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not previously been included in the costing, for example because incidental expenses or renovation costs cannot be allocated to the tenant or rent increases cannot be enforced. Furthermore,
there is no certainty that adequate subsequent tenants can be found, if leases are terminated (due
to violations of formal requirements in the lease agreements, for example). Since the Issuer's
business model is also aimed at increasing the value of the properties and is, in this context, based
to a significant extent on the reduction of vacancy rates, such a development would be counter to
the Issuer's business and would result not only in a decline in revenue, but also in a decrease in
the value of the property and thus lower sale proceeds in the event of the property's disposal. The
higher the number of leases affected, the greater the risk of lower lease revenue and of a smaller
increase in property values.
The Issuer assesses the risk of invalid lease agreements to be "low".
Risks of legacy pollution
The Issuer is exposed to the risk that it has acquired, or will acquire in future, properties affected
by legacy pollution or other environmental contamination and will for this reason have claims
asserted against it by government authorities, purchasers, users or third parties. Prior to any investment decision and property acquisition, real estate due diligence is conducted by experts in
the valuation of undeveloped and developed land, which includes a technical as well as a financial
appraisal. No legacy pollution that has not already been reflected in the relevant property's purchase price was identified for the properties already acquired. Nonetheless, the risk exists that
legacy pollution was not or is not being identified.
The purchase agreements for the properties acquired by the companies of the Issuer's Group invariably exclude the respective seller's liability for environmental damage or contamination, so
that no recourse claims can be levelled against the respective seller. Moreover, the real estate due
diligence reports may contain extensive provisions that limit the liability of the respective experts;
in most cases, therefore, it is expected that any liability on the part of the experts would be difficult
to enforce.
It cannot be ruled out that costs will be incurred for the removal and disposal of any such legacy
pollution and harmful substances and the associated maintenance and restoration work. Moreover,
legacy pollution or harmful changes to the soil, or even just the suspicion of any such changes,
will have a substantial negative effect on the value as well as the realisation and, first and foremost, the sales opportunities for the relevant property.
Moreover, changes in laws and regulations may result in the introduction of liability for the release of certain other substances. This could form the basis for liability vis-à-vis third parties for
personal injury or other damage or loss. Furthermore, the Issuer could be exposed to sanctions
under civil or criminal law if its staff have violated or contravened environmental laws. As a
consequence, the Issuer may be forced to set aside additional provisions for potential liabilities or
make payments, particularly in order to remove hazardous and toxic substances and to have them
disposed of.
Compared to the larger real estate companies in the industry that hold a much more substantial
real estate portfolio, the Issuer is exposed to a higher risk of acquiring properties affected by
legacy pollution and of having to bear the associated additional costs. While the acquisition of a
property burdened by legacy pollution and the associated costs is generally of minor importance
for a real estate portfolio of several hundred properties, this is not the case for the Issuer's real
estate portfolio which – as at the Prospectus date – comprised 15 (legally owned) properties, since
the Issuer would be forced to compensate for any additional costs incurred in connection with the
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acquisition of a property affected by legacy pollution by considerably reducing the number of real
estate investments.
The Issuer assesses the risk of acquiring or having acquired properties affected by legacy pollution
to be "low", particularly in view of the fact that extensive due diligence procedures are carried out
prior to the purchase of any property.
Interest-rate risks
Changes in the interest-rate environment may have an adverse effect on the chances of success
when attempting to sell the properties held by the companies of the Issuer's Group. An increase
in the interest-rate level could result in prospective buyers having to bear higher interest expenses
if they debt-finance the purchase, and an investment in a property offered for sale by the Issuer
could prove less attractive for them. Moreover, prospective buyers may not, or not to the same
extent as before, be able to raise the necessary debt financing. As a response to higher costs of
debt financing, prospective buyers may also attempt to push down the purchase prices of properties, and this could lead to a significantly lower return for the Issuer if it were forced to sell properties, for example to generate liquidity. The above-mentioned risks could consequently significantly curtail the Issuer's options for selling properties and thus result in lower income from property sales than originally planned.
If interest rates were to rise, the Issuer might also have to face increased costs to finance its real
estate acquisitions. This applies to the Issuer in particular, seeing that the financing agreements
that the Issuer and/or its subsidiaries have entered into and are expected to enter into generally
have comparatively short maturities and thus no fixed interest rates exist for a prolonged period.
This means that a large number of the loans raised will be due for repayment at the end of 2020
or the beginning of 2022.
The Issuer assesses the risk connected with rising interest rates to be "low".
Risks in connection with the German market for commercial real estate
The Issuer operates in the real estate industry and generates over 90% of its income in this sector.
The economic success of the Issuer therefore depends on the performance of the German real
estate market. Its performance is influenced in particular by the macroeconomic environment and
by the values and changes in value of real estate in Germany. These variables depend on numerous
– sometimes interdependent – factors over which the Issuer has no control. These influencing
factors include:
•

unfavourable development of the global economy, the German economy or the local economy at the locations of the current or future real estate held by the Issuer, including a rise in
unemployment, a negative business climate, high inflation or deflationary pressure;

•

the availability and credit quality of tenants;

•

the availability of potential investors and their financial resources;

•

the legal or taxation framework conditions, including the regulatory framework conditions
of the financing banks;

•

the companies' investment activities;

•

the financing environment, the general interest-rate level and the availability of capital for
real estate investments;
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•

the attractiveness of Germany as a business location compared to other countries and global
markets;

•

the supply of and the demand for real estate in the various locations as well as factors that
are specific to local markets;

•

macroeconomic developments, especially the interest-rate level for the financing of real estate acquisitions;

•

cyclical fluctuations within the real estate market itself;

•

demographic trends in Germany and their effect on the number of employees for whom commercial real estate is needed;

•

changes to the regulatory framework;

•

changes in maintenance costs;

•

changes in energy costs; and

•

the location choices of major tenants.

Negative changes in one or more of these factors or unfavourable interactions of changes in these
factors could have a sustained negative impact on the German real estate market and in particular
on the sub-markets in which the Issuer primarily invests. The risks arising for example from a
decline in the availability and credit quality of tenants, a decrease in the availability of potential
investors and their financial resources, a change in the legal and tax framework as well as changes
in maintenance and energy costs or the choice of location of major tenants have already been
addressed and discussed under the individual risks in this section "Risk Factors". But investors
may in future also find other asset classes more attractive or prefer other locations to the German
real estate market. This would, for example, lead to a decline in transaction volumes and consequently a decline in real estate prices, which could force the Issuer to sell properties at below their
purchase prices. The same applies to others of the factors mentioned above. It can, moreover, not
be ruled out that sustained negative changes will also occur in the German real estate market – be
it due to cyclical fluctuations in the real estate market or a negative influence of the global markets. Both the opportunity to acquire properties at favourable prices and increase their value
through active asset management and the opportunity to sell properties at a profit following increases in value could in such a case fall short of the Issuer's expectations or fail to materialise
altogether, and this could ultimately lead to financial performance that is permanently inadequate
and could force the Issuer to adjust its business model.
As the Issuer operates exclusively on the German market for commercial and office real estate, it
is particularly – and more so than issuers operating in a more geographically diversified environment – dependent on the developments on the German real estate market (specifically the German
market for commercial and office real estate). Real estate companies that are, for example, active
in the overall European real estate market or that also invest in residential or other real estate
classes besides the commercial and office sector, are in a position to shift their business focus to
areas and markets in which the most favourable conditions for investments prevail and consequently – by comparison with the Issuer – are not necessarily affected to the same extent by
adverse developments in the German market for commercial and office real estate.
The Issuer assesses the risk of significant adverse effects on its business due to negative changes
relating to the German market for commercial and office real estate market to be "low".
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The real estate valuation reports contained in this Prospectus and/or future financial information based on the valuation of the real estate held by the Issuer or its subsidiaries and the
pertinent valuation reports may be inaccurate as far as the actual value of the real estate is
concerned
The real estate valuation reports relating to the real estate portfolio of the Issuer's Group that are
contained in the section "VALUATION REPORTS", starting on page M 1, of this Prospectus are
based on standardised valuation approaches and reflect the opinion of the respective independent
appraiser who prepared the relevant valuation report. The valuation reports are based on assumptions that may, in hindsight, prove to be incorrect. The assumptions forming the basis of the valuations are only reviewed by way of random checks, as is customary for such valuations. Moreover, the valuation of real estate is based on a large number of factors, which are also influenced
by the individual appraiser's subjective assessment. These factors include the general market environment, the interest rate level, the lease situation, the development of the location and the
taxation principles. As a consequence, the valuation of real estate in the form of valuation reports
is fraught with numerous uncertainties.
Moreover, currently accepted valuation methods used in the preparation of valuation reports may
in hindsight prove unsuitable. Also, it cannot be ruled out that assumptions on which real estate
valuations were based in the past, or will be based in the future, prove incorrect in hindsight. The
values used for the appraised real estate in any valuation reports and/or the Issuer's or its subsidiaries' financial information already published or yet to be published may exceed the proceeds
which the Issuer's Group could obtain from the sale of the appraised properties. This may also be
the case for disposals that take place on the relevant valuation date or shortly thereafter. For this
reason, the valuation reports represent neither the future nor the currently realisable sales price of
the individual properties in the real estate portfolio of the Issuer's Group.
Any change in the factors and/or assumptions on which the valuation is based may, depending on
the financial reporting method (German GAAP or IFRS), result in impairment write-downs or
adjustments to the fair value of the relevant property as at the respective reporting date. This could
result in losses for the Issuer and/or its subsidiaries. The current real estate portfolio's fair value
is approximately EUR 497 million, based on the valuation reports prepared for it. A variance in
subsequent valuations of 5% (in relation of the entire portfolio) would therefore already have a
considerable impact.
In addition, most of the current financing agreements entered into by the Issuer or its subsidiaries
contain financial covenants that give the respective lender the right to terminate the agreement
under certain circumstances, if the value of the properties serving as collateral falls below the
value determined in the valuation report. If the valuation reports underlying these financial covenants are incorrect and assign too high a value to the property, a lower value determined by subsequent valuations could establish the lender's right to terminate the agreement; if exercised, the
Issuer would have to repay the respective loan amount in full.
The Issuer assesses the risk of an incorrect valuation of its Group's properties in the relevant
valuation reports to be "low".
Competition-related risks
Both with regard to the acquisition of commercial properties and the leasing of its portfolio properties, the Issuer is in all markets in which it is active exposed to competition from investors
operating locally and/or internationally. The current environment for commercial real estate in
Germany, which is characterised by high demand for such properties, may attract additional competitors, thereby exposing the Issuer to intensified competition. Such intensified competition
112

could result in greater price competition in the purchase of real estate so that the Issuer would
only be able to acquire additional properties on less favourable terms than before and therefore
only generate lower returns when selling the properties. Ultimately, intensified competition could
make it impossible for the Issuer to gain market share or even cause it to lose market share.
The Issuer's competitiveness depends on several factors, in particular access to suitable real estate
for acquisition and sale, a successful selection of properties to be purchased and the appreciation
of such properties, successful asset management and access to suitable prospective buyers for the
real estate being sold. If competition intensifies, competitors could ultimately also be more successful in selling real estate.
Given the fact that the Issuer has only been pursuing the business model of a real estate portfolio
holder since the beginning of 2018, and has also only been active in the segment of large-volume
real estate properties since the middle of 2019 (since publity Investor GmbH's integration into the
Issuer's Group), it does not as yet have comparatively extensive experience in the German real
estate market, which may place it at a disadvantage when competing with more experienced market participants.
The Issuer assesses the risk of adverse effects on its business as a result of (intensified) competition in the real estate market to be "low", particularly in view of the fact that the Issuer has tasked
publity AG with the asset management of its properties.
c.

Risks relating to the NPL business

It cannot be ruled out that the loan portfolios acquired by the Issuer's subsidiary, publity Investor
GmbH, and have a book value of approximately EUR 70 million are impaired, i.e. non-performing. For example, the debtors of the respective receivables could permanently default on the repayment of the relevant receivable. Since the acquired loan portfolios involve non-performing
loans ("NPLs"), the risk of default is higher from the outset, as non-performing loans are characterised by the fact that the relevant debtor has already fallen into arrears with debt servicing (i.e.
particularly with payments of principal and interest).
There is also a risk that collateral still pledged for some of the non-performing loans may not be
successfully realised. If it is not possible, together with publity AG, which performs the loan
servicing for the loan portfolios, to manage or dispose of the loan portfolios successfully, specific
valuation allowances or write-downs may have to be recognised, and the Issuer and/or publity
Investor GmbH could incur not inconsiderable losses as a result.
The Issuer assesses the risk that a considerable number of the debtors of the loan portfolios held
by publity Investor GmbH may definitively default, to be "medium high".
d.

Risks relating to the Issuer's shareholder structure

Risks arising from the concentration of share ownership
As at the date of this Prospectus, publity AG holds approximately 93.15% of the shares and voting
rights of the Issuer and therefore holds an interest in the Issuer that suffices to pass both simple
and qualified majority resolutions at the Annual General Meeting.
The CEO of publity AG, Thomas Olek, holds (indirectly via two companies that he controls, TOHolding GmbH and TO Holding 2 GmbH) more than 80% of publity AG's shares and voting
rights. Through his equity investments in publity AG, Mr Olek is able to exercise significant
influence at Annual General Meetings of publity AG and thus also indirectly at the Annual General Meetings of the Issuer and in this way enforce his interests as an (indirect) shareholder against
the interests of the other shareholders, in certain circumstances even in relation to changes to the
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articles of association and actions pursuant to the German Transformation Act (Umwandlungsgesetz, "UmwG").
In this regard, Mr Olek's interests do not necessarily match those of the Issuer and/or the other
shareholders of publity AG and/or the bondholders, and this means that each of these groups is
exposed to the risk of decisions that put them at a disadvantage.
Furthermore, the public sale of a large number of shares or the perception that such sell-offs are
imminent may have a material adverse effect on both the share price and the Issuer's future ability
to raise capital. Due to the concentration of shares in the Issuer held by publity AG and of shares
in publity AG held by companies controlled by Mr Olek, the risk described above is greater than
for issuers with a higher free float.
The Issuer assesses the risk of adverse economic impacts for the Issuer's bondholders and shareholders due to the concentration of share ownership in the Issuer at publity AG and indirectly at
Mr Olek as being "medium high".
e.

Risks related to the legal framework

Risk of liability under civil law
The Issuer is exposed to the risk of warranty claims being asserted against it, from both leases
and sales of real estate. The Issuer and/or the property companies holding its real estate regularly
assume liability for the existence of certain characteristics (warranted qualities, e.g. the amount
of rental income at the time of sale or the size of rental space) when entering into purchase agreements or leases, and in certain instances make representations or declarations of absence of
knowledge. Where these warranted qualities are absent or where, contrary to the negative declarations made, the Issuer does in fact have knowledge of certain circumstances, it could be obligated to pay damages to purchasers or lessees. There is a risk that any recourse to the seller of the
property is not available at all or only to a limited extent. Any such payments of damages, and
any provisions to be set aside accordingly, could reduce the sales revenue of the Issuer or its
property management companies and lead to substantial cash outflows. If, moreover, the Issuer
is unable to pay the damages from its available liquidity, it would in some circumstances be required to dispose of individual properties in forced sales.
The Issuer assesses the risk of a more than insignificant number of claims from sale and purchase
or lease agreements being asserted against it to be "medium high".
Risks relating to changes in the general legal framework in Germany
The business of the Issuer (and its Group) is highly reliant on the current legal framework conditions in Germany, as far as the real estate business is concerned. In addition to tax and tenancy
law, this includes construction regulations, including fire safety regulations, social legislation,
and environmental, energy and land law. Some real estate properties might also fall under regulations governing the preservation of buildings of historical importance, which can lead to limitations on development potential.
In recent years, material changes to the legal framework conditions have been made to environmental and energy laws, for example. This relates to regulations such as those pertaining to the
energy performance certificate (Energieausweis), the German federal government's energy plan
for optimising energy efficiency of buildings in Germany, and other provisions of environmental
law. Furthermore, the legal and tax framework conditions for real estate investments in Germany
have deteriorated over the past few years.
114

Changes in the legal framework may also occur in the future. An increase in the stringency of the
legal framework conditions, for instance in terms of tenant protection (e.g. curtailment of the
notice periods for tenants or amendments to the provisions concerning the allocability of incidental costs or modernisation measures), fire safety, environmental protection (e.g. energy conservation as part of the amendment of the German Energy Conservation Regulation (Energieeinsparverordnung)), laws pertaining to hazardous substances and the resulting remediation obligations, and with regard to the aforementioned additional conditions for real estate investments,
could trigger a considerable need for action on the part of the Issuer and, as a result, cause the
Issuer to incur substantial additional costs, which have not yet been reflected in the property strategies developed for the respective property ahead of its purchase. As a result, such additional
costs could reduce the return factored in by the Issuer for the respective property and lead to lower
rental revenue.
As the Issuer operates exclusively on the German real estate market, it is particularly – and more
so than issuers with a broader geographical base – exposed to changes in the general legal framework in Germany. Real estate companies that are, for example, active on the overall European
real estate market are in a position to shift their business focus to markets in which more favourable legal framework conditions prevail and consequently – by comparison with the Issuer – are
not necessarily affected to the same extent by adverse changes in the general legal framework in
Germany.
The Issuer assesses the risk of significant adverse changes in the general legal framework conditions that are material for real estate companies operating in the German real estate market to be
"low".
Risks from changes in the (tax) environment
The tax framework conditions for investments in the German real estate market have become less
favourable over recent years. Significant changes have already been implemented for the following areas: depreciation periods for real estate, the requirements for commercial real estate trading
as the basis for trade tax, the cut-off periods for private sales transactions, and inheritance tax.
Any such or similar changes in the tax framework – potential hikes of real-estate-related taxes
such as land transfer tax or land tax – could materially adversely affect the demand for real estate
or the market environment for investments. This applies in particular to the planned amendment
of the German Land Transfer Tax Act (Grunderwerbsteuergesetz), which is expected to concern
the purchase of shares in real estate companies.
Since the German Land Transfer Tax Act entered into force, land transfer tax accrues whenever
at least 95% of the shares in a real estate company are being acquired. In order to acquire shares
in a real estate company without land transfer tax being incurred, the Issuer would have to join
forces with other purchasers who hold at least 5.1% of the shares in the real estate company. In
the past, therefore, the Issuer acquired only 94% or 94.9% of the shares when it bought the shares
of companies, such as Objekta Fütingweg GmbH, LVG-Nieder-Olm GmbH, Projekta Lüdenscheid 1 GmbH or publity Investor GmbH. The Issuer intends to continue to acquire properties in
the future by acquiring shares in the respective companies that hold the properties (share deals).
In this connection, the involvement of a third party may result in delays in the acquisition process,
the need to consider rights pertaining to minority interests and increased administrative expenditure for the management of the property company Furthermore, it cannot be ruled out that the
legal situation and/or the views of the courts and the competent tax authorities may change in the
future. This risk has intensified in the recent past when the finance ministers of the German federal
states (Länder), on 21 June 2018, agreed on measures in connection with share deals and requested that the finance ministries at both federal and state level draft bills at short notice. The
115

Federal Ministry of Finance will then be required to submit the bill to the legislative process. It is
proposed (i) that the law be supplemented by a new provision that aligns the legal situation of
corporations to that of partnerships, (ii) that the holding periods be extended from five to ten
years, and (iii) that the participation threshold be lowered from 95% to 90%. At the date of this
Prospectus, it is uncertain when the above-mentioned amendments envisaged will enter into force.
While there is a general expectation that the amendments will have a retrospective effect, at least
from the time when the relevant draft bills are submitted to the Bundestag or the Bundesrat (no
such submission has been made as yet at the time of this Prospectus), a retrospective effect as
from 21 June 2018 (or even an earlier date if applicable) cannot altogether be excluded either.
Such a retrospective effect could also affect those real estate transactions that have already been
completed by the Issuer and/or its sub-subsidiaries (this relates primarily to publity Investor
GmbH, which was acquired together with all its subsidiaries by way of a share deal). Should this
be the case, land transfer tax may be retrospectively imposed on the relevant transaction.
Furthermore, the German Federal Constitutional Court (Bundesverfassungsgericht) ruled on
10 April 2018 that the currently applicable provisions regarding land tax are non-constitutional
and instructed the legislator to amend these provisions by 31 December 2019. Irrespective of any
transitional periods, the amended provisions regarding land tax will in any case enter into force
on 31 December 2024.
Apart from the potential incurrence of land transfer tax for past real estate transactions already
completed by the Issuer, all of this could result in the Issuer only being able to acquire real estate
on less favourable financial terms and to sell any real estate it holds (indirectly) only on less
favourable financial terms. Moreover, in view of the lowering of the participation threshold from
95% to 90% for share deals, the Issuer may have to consider closer coordination with the respective minority shareholder, and this could complicate the acquisition process. But in particular in
view of the extension of holding periods from five to ten years, there is a risk of an enormous
increase in administrative effort, which could also result in additional costs for the Issuer.
Moreover, the tax laws, the tax case law and the views of the tax administration may undergo
further changes at any time; any such changes could have adverse tax consequences (including in
the short term) and result in additional costs for the Issuer. Although retrospective application is,
as a rule not permissible, amendments to the applicable laws, regulations and provisions may
nevertheless enter into force retrospectively. Furthermore, the tax authorities or the courts may,
in future, interpret tax laws differently to how they did in the past.
The Issuer assesses the risk of material adverse effects arising from changing tax laws or changes
in tax administration practices and tax case law to be "low".
f.

Risks relating to potential breaches of the law in connection with the Issuer's previous
business

Following the acquisition of the shares of the Issuer (at that time still a limited liability company
(Gesellschaft mit beschränkter Haftung, "GmbH")) by Olek Holding GmbH and the renaming of
the Issuer to PREOS Real Estate GmbH, the previous business was finally discontinued in February 2018 and the focus of the Issuer's business was changed.
In the period from the Company's establishment until February 2018, the Issuer's previous business was therefore not subject to the influence and control of the Issuer's current management and
Supervisory Board.
It cannot be ruled out that statutory provisions (e.g., of the German Investment Code, the German
Banking Act, the German Money Laundering Act or the German Industrial Code) were breached
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in the course of the previous business activities. More specifically, the Issuer neither held a licence
to operate as a German investment management company (Kapitalverwaltungsgesellschaft,
"KVG") nor did it hold a banking business or financial services licence (for the loan and deposit
business in particular). Where any such activities that are subject to licensing requirements were
carried out in connection with the previous business, this could result in sanctions (such as administrative fines) being imposed on, and claims for damages being asserted against, the Issuer.
For risks arising from possible violations of the German Banking Act, the Issuer, as a precaution,
entered into an indemnification agreement with a former (beneficial) shareholder in relation to
any costs incurred in this context, (in-court or out-of-court) expenses, loss or damage or other
burdens (including any administrative fines and the cost of legal advice, defence and enforcement).
Despite the above-mentioned indemnification agreement, it cannot be ruled out that no compensation, or compensation that falls short of the full amount, can be paid for any costs, loss or damage, expenses or other burdens incurred by the Issuer in connection with any violations of the
German Banking Act committed in connection with the Issuer's previous business. Claims made
by the Issuer against the indemnifier may not be enforceable, or not enforceable to the full extent,
for example if the indemnification agreement is invalid or the indemnifier is unable or unwilling
to pay. It is furthermore possible that the indemnification agreement does not cover the substance
and/or amount of all potential costs, loss or damage, expenses or other burdens that could be
incurred by the Issuer in connection with any such violations of the law or that the Issuer fails in
a specific case to satisfactorily demonstrate and prove its respective claim under the indemnification agreement. If the risks listed above were to materialise, the Issuer could face payment obligations in a not insignificant amount.
The Issuer assesses the risk of claims being asserted against it in connection with its previous
business as being "medium high".
2.
a.

Material risks specific to the securities to be offered
Risks relating to the nature of the securities

Risks relating to the absence of collateralisation for the Bonds
The financing of the Issuer and its Group, to purchase real estate in particular, depends largely,
or will in future largely depend, on loan agreements with banks and other lenders. These borrowings are usually collateralised by land charges or other forms of real security over any land held
in favour of the financing banks or lenders.
In the event of realisation, or more specifically if the Company becomes insolvent, its creditors
would realise their secured claims and their claims would be satisfied with priority over the holders of the Bonds. The claims of holders of the Bonds are structurally subordinated in that solely
the Company's non-collateralised assets would be available to satisfy these claims. Since the vast
majority of the assets of the Issuer's Group (i.e. the properties, in particular) serve as collateral for
the borrowed funds and thus do not form part of the non-collateralised assets, it would appear
likely that in the event of the Company's insolvency, the available capital – also in view of the
volume of the Bonds to be issued – would be insufficient to satisfy the claims for repayment and
interest payment of the bondholders who have not exercised their conversion right, which could
at worst result in the total economic loss of the capital invested by the bondholders.
Moreover, the Group's real estate portfolio and NPL portfolios are not held by the Issuer itself but
by its subsidiaries and sub-subsidiaries. In the case of insolvency, the bondholders, who are unsecured creditors of the Issuer, would not have direct recourse to the assets of its subsidiaries and
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sub-subsidiaries. Any such assets are primarily available for the preferential satisfaction of the
secured creditors of these subsidiaries. The bondholders would primarily be restricted to seeking
satisfaction through the (immaterial) assets held by the Issuer itself and its shares in the subsidiaries, which could lead to the total loss of the investor's capital.
The Issuer assesses the risk of the Issuer's or the Group's insolvency to be "low". However, if
insolvency would nevertheless occur, the likelihood of a total loss of the bondholders' invested
capital is high. The Issuer therefore assesses the risk to be "medium high".
The Issuer might not be able to generate sufficient liquidity to meet its redemption obligations under the Bonds
Under the Terms and Conditions, every bondholder is entitled, provided that certain prerequisites
are met, to demand from the Company the repayment of individual or all of the bondholder's
Bonds plus any interest accrued, or the redemption of the bondholder's Bonds. The Issuer may
prove unable to meet its aforementioned obligations if it has insufficient liquidity at its disposal
at the time the payment or redemption obligations arise or if it finds itself unable to raise the
refinancing funds necessary at the time. Furthermore, other future liabilities could also impair the
Issuer's ability to redeem the Bonds. Similarly, the Issuer may prove unable to repay/redeem or
refinance the Bonds at the maturity date if and to the extent that they have not yet been converted
by that date. Should the Issuer be unable to meet its redemption obligations and also not be in a
position to service the bondholders' conversion rights (see also the risk description "There is a
risk that the Issuer is unable to issue and/or deliver shares of the Company when conversion
rights are exercised"), this could even result in the total loss of the capital invested by the bondholders.
The Issuer assesses the risk of being unable to meet its redemption obligations (if any) under the
Bonds to be "low".
The Bonds do not restrict the assumption of financial liabilities by the Issuer's Group
Under the Terms and Conditions, the Issuer and its subsidiaries and sub-subsidiaries are not subject to any restrictions as far as assuming financial liabilities is concerned. Section 3(b) of the
Terms and Conditions merely stipulates restrictions with respect to securing certain capital markets liabilities.
As a consequence, the Issuer's Group could raise further debt on a large scale. Any such debt
could rank pari passu with the Bonds or even (structurally) take precedence. Any additional debt
raised (debt capital) would increase the Issuer's Group's indebtedness and could reduce the
amount which is available to the Company to pay interest on and to redeem the Bonds or, in case
of conversion, to pay dividends on the shares. In particular, the Issuer has already issued 107,756
Bonds to publity AG in connection with the Pre-placement Against the Contribution In Kind in
return for the contribution of publity AG's shareholder loan receivables due from publity investor
GmbH. In this respect, publity AG already has such claims for repayment and interest against the
Issuer based on the Bonds issued in connection with the Pre-placement.
Furthermore, raising debt of equal rank or (structurally) senior debt may result in holders of Bonds
being paid a lower amount or even suffering a total loss should the Company be liquidated or
become insolvent.
The Issuer assesses the risk of adverse effects for the bondholders due to the assumption of further
liabilities by the Issuer's Group to be "low".
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The redemption of the Bonds at 105% of the principal amount per Bond applies only if
redemption occurs at the end of the Bond term
The Company will redeem the Bonds on 9 December 2024 ("Maturity Date") by paying 105%
of the principal amount of each Bond, unless the Bonds were redeemed, converted or repurchased
and retired prior to then. However, the repayment of 105% of the principal amount applies only
in the event of redemption on the above Maturity Date at the end of the Bond term. An accreted
principal amount may be relevant on certain conditions subject to the Terms and Conditions in
the case of early redemption, namely in the event of redemption by the Issuer in accordance with
section 5(b) or section 5(c) of the Terms and Conditions and in the event of termination by the
bondholder in accordance with section 11(a)(iv) of the Terms and Conditions (change of control)
or section 11(c)(iv) of the Terms and Conditions (merger). The accreted principal amount is determined by the calculation agent such that, together with the interest that has accrued up to the
relevant date, a bondholder receives a yield of 8.5% per annum (principal, excluding compound
interest) on the principal amount of the Bonds.
There will be no such accretion in the event of termination by the bondholder pursuant to section
13 of the Terms and Conditions. Instead, in the event of valid termination pursuant to section 13
of the Terms and Conditions, the bondholder is entitled to have the Bonds redeemed at 100% of
the principal amount, plus any interest that has accrued up until but not including the date of
redemption. Similarly, if the Bonds are converted, 100% of the principal amount of the Bonds
(and not 105% of the principal amount) will be used as the basis for calculating the conversion
ratio. Thus, if bondholders were to terminate pursuant to section 13 of the Terms and Conditions
or to convert their Bonds, only 100% and not 105% of the principal amount will be applied in
each case.
The Issuer assesses the risk of adverse effects for the bondholders due to a lack of knowledge of
the above stipulations under the Terms and Conditions to be "low".
Risks relating to the binding effect of bondholder resolutions
The Terms and Conditions of the Bonds permit the amendment of the Terms and Conditions by
way of majority resolution of the bondholders pursuant to the German Act on Issues of Debt
Securities (Gesetz über Schuldverschreibungen aus Gesamtemissionen, "SchVG") of 31 July
2009, as amended from time to time. Any such amendments to the Terms and Conditions so
resolved upon will be binding on all bondholders. Bondholders are therefore exposed to the risk
of being outvoted and of foregoing rights vis-à-vis the Company against their will if the majority
of bondholders, in accordance with the Terms and Conditions, resolves upon certain amendments
to the Terms and Conditions. A majority resolution will even be binding if bondholders call in
the receivables under the Bonds because of an event of default but redemption has not yet occurred before the amendment to the Terms and Conditions enters into effect. Where a joint representative has been appointed for all bondholders, the individual bondholders may fully or partially lose their right to assert or enforce their rights vis-à-vis the Company.
The Issuer assesses the risk of adverse effects for the bondholders due to the binding effect of
bondholder resolutions to be "low".
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b.

Risks relating to the Offering of the securities

At the time when prospective bondholders make their investment decision it will not yet be
totally clear for which specific purposes exactly the Issuer will use the issue proceeds
The proceeds from the issue of the Bonds are to be used to finance the acquisition and transaction
costs for additional properties. At the date of this Prospectus, the Issuer is in the process of negotiating the purchase and acquisition of four properties. With regard to these properties, letters of
intent (LoIs) and heads of terms (HoTs) have been entered into, which in addition to the timing
of the respective planned transaction include the underlying key information but do not constitute
binding agreements. In detail, this relates to the following properties which the HoTs and/or LoIs
value at a total of approximately EUR 900 million:
(i)

A parcel of land in Frankfurt am Main on which an office and administration building is
located, with usable space of approximately 45,000 m² and rental income of approximately
EUR 9 million p.a.

(ii)

A parcel of land in Frankfurt am Main on which an office building complex is located, with
usable space of approximately 30,000 m² and rental income of approximately EUR 4.5
million p.a.

(iii)

A parcel of land in Düsseldorf on which a multi-purpose complex is located, with usable
space of approximately 50,000 m² and rental income of approximately EUR 17 million p.a.

(iv)

A parcel of land in Frankfurt am Main on which an office building complex is located, with
usable space of approximately 30,000 m² and rental income of approximately EUR 6 million p.a.

At the time when prospective bondholders make their decision as to whether they wish to participate in the Offering, it will not yet be totally clear for which properties exactly the Issuer will use
the issue proceeds. An acquisition is dependent on factors including whether the due diligence to
be carried out in advance is satisfactory, whether the parties essentially have matching conceptions, and whether the appropriate finance can be raised from banks or other lenders. This increases the risk for investors who participate in the Offering, as they will basically be making a
"blind" investment in the Bonds, given that the specific use of the issue proceeds would not yet
be fully known. With regard to Issuer's utilisation of the issue proceeds, the participating investors
would therefore be dependent on the (future) corporate decisions of the Issuer's management regarding such utilisation. If these (future) decisions of the Issuer's management on the use of proceeds prove to be economically adverse, this could have a material adverse effect on the Issuer's
activities and have adverse effects on the securities' performance. Furthermore, it cannot be ruled
out that the proceeds from the issue of the Bonds will have to be used for other purposes (to avert
the Issuer's insolvency, for example) possibly as a result of unforeseen financial burdens, such as
the unexpected termination of loan agreements or unexpected additional costs in connection with
construction work or removal of legacy contamination.
The Issuer assesses the risk of the issue proceeds being used for unintended purposes or economically adverse investments to be "low".
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The shareholdings of Beneficiaries who do not participate in the Offering may be significantly diluted if other Beneficiaries or investors who subscribed Bonds under the Offering
were to exercise their conversion rights in connection with the Bonds
Subscription rights for the Bonds that are not exercised during the Subscription Period will expire.
To the extent that a Beneficiary does not exercise the subscription rights vested due to the Beneficiary's shareholder status during the Subscription Period, this shareholder's stake and voting
rights will become diluted if other Beneficiaries or investors who subscribed Bonds under the
Offering were to exercise their conversion rights. Accordingly, the percentage of the shares held
by this Shareholder in the Issuer's share capital will decline in proportion to the percentage by
which the Issuer's share capital is increased as a result of the conversion of the Bonds to shares
and that reflects the extent to which said shareholder does not participate in the Offering.
The Issuer assesses the risk of a material adverse effect for shareholders who do not exercise their
subscription right to be "low".
c.

Risks relating to the exercise of conversion rights

The value of the Issuer's shares at the time of conversion may be considerably lower than
at the time when the Bonds are issued or purchased for the first time
The value of the Issuer's shares at the time the conversion rights are exercised may be considerably
lower than the share price or the conversion price at the time when the Bonds are issued or purchased for the first time Furthermore, the value of the Company's shares during the period between the exercise of the conversion right and the delivery of the conversion shares may fluctuate.
As a consequence, investors are exposed to the risk that the value of the shares after exercising
their conversion rights does not correspond to the value of the shares they had expected upon the
issuance or the initial purchase of the Bonds.
The Issuer assesses the risk of economically adverse effects due to the value of the shares being
lower at the date of exercise of the conversion right than at the date of subscription to be "low".
The exercise of the conversion rights is not possible immediately and only within certain
conversion periods and only if conversion is not excluded due to certain excluded periods
Section 8 of the Terms and Conditions of the Bonds specifies that bondholders may only exercise
their conversion rights during certain conversion periods. The timing of the respective conversion
periods is linked to the Company's Annual General Meetings, the publication of the Issuer's halfyearly reports or – if the Issuer has given notice of termination – the publication of the notice of
termination.
In addition, the Terms and Conditions of the Bonds specify so-called excluded periods, during
which the conversion rights cannot be exercised. Since it is not possible at the time of the issuance
of the Bonds to predict the exact dates of the conversion periods referred to above, conversion
periods and excluded periods may overlap. If that were the case, it would not be possible to exercise the conversion rights, even during a period that would in principle be a conversion period
under the Terms and Conditions of the Bonds.
Even if conversion would appear to make economic sense, bondholders will not be able to exercise their conversion rights outside the conversion periods provided for in the Terms and Conditions of the Bonds or within the excluded periods.
Therefore a conversion may be denied even if the bondholder desires a conversion.
The Issuer assesses the risk of economically adverse effects for the bondholders due to their possibility of exercising the conversion right only during certain periods to be "medium high".
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There is a risk that the Issuer is unable to issue and/or deliver shares of the Company when
conversion rights are exercised
The Bonds give the relevant bondholder the right, in accordance with section 8 of the Terms and
Conditions of the Bonds, to convert each Bond held into no-par value registered shares of the
Issuer at the respective conversion price during certain conversion periods (subject to certain excluded periods). It cannot be ruled out, however, that the Issuer is unable to issue and/or deliver
the shares (for example because there is insufficient contingent or authorised capital). In this case,
the relevant bondholder does not have the right to receive no-par value shares of the Issuer. Rather, the Issuer is obligated to pay to the bondholder the cash alternative amount determined by
the calculation agent in accordance with section 8(d)(iii) of the Terms and Conditions of the
Bonds in lieu of delivery of the shares, to the extent that the Issuer is unable to issue and/or deliver
shares. In this case, the bondholder would not become a shareholder of the Company and, if wanting to participate in a potential further increase in the value of the Issuer's shares, would have to
acquire shares of the Issuer elsewhere (e.g., via the market). In this respect, it cannot be ruled out
that the investor may be unable to obtain shares of the Issuer elsewhere, e.g., due to existing
shareholders' unwillingness to sell. Moreover, the risk exists that the Issuer will not be in a position to pay investors the cash compensation to which they are entitled, for example because it
lacks sufficient liquid funds for this purpose. In such a case, investors might receive only a lower
cash compensation or none at all, which in the worst could lead to the total loss of the invested
capital.
The Issuer assesses the risk of not being able to deliver shares of the Issuer due to a bondholder's
exercise of a conversion right to be "low".
Bondholders are exposed to the risk of suffering a total loss of their capital, particularly
once they have exercised their conversion rights and converted their bonds into shares
Following their exercise of conversion rights, the Bond creditors will become shareholders of the
Issuer and therefore its members. In their capacity as shareholders, they would not be considered
creditors of the Issuer in the event of insolvency proceedings. This would mean that – unlike
creditors – they would not share in any assignment for the benefit of creditors. The insolvency
administrator would be under no disclosure obligations vis-à-vis such shareholders and, as a rule,
they would not be entitled to participate in creditors' meetings. Only if a surplus remains after the
final distribution will such surplus be distributed among the shareholders in line with their participating interest in accordance with section 199 sentence 2 of the German Insolvency Code (Insolvenzordnung, "InsO"). In particular due to the fact that those creditors of the Company whose
claims have been secured will be satisfied first (thus, in particular, the Issuer's providers of debt
capital whose claims have for the most part been secured by real estate) and the other creditors of
the Company thereafter (see also the risk description "Risks relating to the absence of collateralisation for the Bonds"), the risk exists that, in the event of insolvency proceedings, the company's
assets will in all likelihood already be fully used up to satisfy its creditors, if they are at all sufficient for these purposes. Thus, after having exercised their conversion rights to shares of the Issuer, the bondholders are exposed to the risk of suffering a total loss of the invested capital should
the Company or the Group become insolvent.
The Issuer assesses the risk of the Issuer's or the Group's insolvency to be "low". However, should
insolvency nevertheless occur, the probability of a total loss of the invested capital of the bondholders who have exercised their conversion right is high.
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d.

Secondary market risks

Uncertainty about price movements and liquidity of the Bonds
The Bonds are expected to be included in trading in the Quotation Board in the Open Market
(Freiverkehr) on the Frankfurt Stock Exchange on 9 December 2019. There is a risk, however,
that no liquid secondary market for the Bonds will develop or that it will subsequently not be
sustainable. The sole fact that the Bonds can be included in trading does not necessarily translate
into greater liquidity than for bonds traded over-the-counter (OTC). A liquid market is determined
primarily by supply and demand regarding the Bonds. publity AG has already subscribed for
107,756 Bonds in connection with the Pre-placement Against the Contribution In Kind. Furthermore, the Issuer expects that due to the sizeable issue volume, only a comparatively small portion
of the remaining Bonds will be subscribed by the existing shareholders in the context of the Rights
Offering. In such cases, the remaining Bonds could likewise be acquired by publity AG or only a
few other major investors in the context of the General Public Offering or the private placement.
Against this background it cannot be ruled out that the majority of the Bonds will be held by a
few investors only. Unless these investors intend to sell any of the Bonds they hold on the market
(or, as the case may be, also acquire further Bonds on the market) trading in the Bonds may
stagnate and thus lead to a narrow market. In an illiquid market, investors run the risk that they
might not be able to sell their Bonds at any time at an appropriate market price. In such a case,
investors might be forced to continue holding the Bonds or possibly sell them at a price lower
than the price paid when the Bonds were subscribed for.
The Issuer assesses the risk of an illiquid market due to a possible narrowness of the market as
being "medium high".
Risks relating to an unfavourable price movement of the Bonds
The development of the market price of the Bonds depends on a variety of factors and may fluctuate considerably. In addition to the financial performance of the Issuer and its Group, these
factors also include the estimate on the part of market participants as to the Issuer's creditworthiness, an increase in market interest rate levels, the issuance of other convertible bonds competing
with the Bonds, negative ratings relating to the Issuer or the Bonds or general economic developments. In addition, the price of the Bonds may in particular also be influenced by the exchange
price of the Company's shares. The bondholders are therefore exposed to the risk that the price of
their Bonds deteriorates; this risk is brought about by the exchange price of the Company's shares
falling, with this decline then having a knock-on effect on the Bonds.
The Issuer is able to influence, only to a limited extent, the aforementioned factors influencing
the market price of the Bonds. As at the date of this Prospectus, the Issuer's Bonds have as yet not
been included in trading on the Open Market of Deutsche Börse AG and therefore it cannot be
predicted whether or how strongly the Bond's market price will be influenced by the aforementioned factors. The Issuer therefore assesses the risk of an unfavourable price movement following
the Bonds' listing as "medium high".
Investor protection rules that apply to an organised market will not apply
The intention is to include the Bonds in trading in the Open Market of Deutsche Börse AG (Open
Market on the Frankfurt Stock Exchange). The Issuer's shares are trading in the Open Market of
the Munich Stock Exchange and have been included in the m:access segment. It is not intended
to include the Bonds or the Issuer's shares in trading on a regulated market. As a consequence,
important investor protection provisions – the German Securities Trading Act in particular – that
apply to issuers who trade their securities in the regulated market (e.g. the General Standard or
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the Prime Standard segment) do not apply. The transparency requirements to be satisfied by a
company whose securities are listed on the regulated market are substantially higher than on the
Open Market. Thus listing on the regulated market requires, for example, the preparation of quarterly reports, publication of price-related data in several languages and notification of significant
changes in voting rights pursuant to section 33 German Securities Trading Act (Wertpapierhandelsgesetz, "WpHG"). In addition, many provisions of the WpHG apply only to Issuers listed on
the regulated market; such provisions include most of those governing administrative fines and
penalties serving to enforce the obligations incumbent on issuers whose securities are listed on
the regulated market.
Consequently, an investor in the Bonds does not enjoy the same level of protection as an investor
in securities that are listed on the regulated market. Therefore it cannot be ruled out that investors
in the Bonds will suffer losses regarding their investment as a result of not being informed, or not
being informed in good time, of circumstances relevant to their decision to buy or sell, or because
the Issuer fails to meet certain requirements to be met by issuers whose securities are listed on the
regulated market because, as an Open Market issuer, it is not obligated to do so.
The Issuer assesses the risk of investors suffering losses due to the fact that the Open Market
affords a lower level of protection than the regulated market as being "low".
Risks relating to ratings
The Bonds do not have their own rating. The Issuer's rating, if any, would not be able to factor in
all of the potential consequences of all risks with regard to structure, market, risk factors other
than those described above or any other factors that might have an impact on the value of the
Bonds and thus give a distorted picture of the Issuer.
A rating may be reviewed, suspended or revoked by the rating agency or another third party at
any time In addition, there is also the possibility that another rating agency that was not commissioned by the Issuer to perform a rating may award a rating for the Bonds or the Company that
arrives at a different credit assessment, and the rating agency publishes such rating without the
Issuer's consent. There is no guarantee that a rating awarded by a rating agency or another third
party will remain the same for a certain period of time, or will not deteriorate or be completely
revoked, should this be necessary in the rating agency's or the other third party's opinion. The
suspension, deterioration or revocation of the Issuer's rating by one or more third parties or a
rating agency, as well as the publication of a further rating that reflects a different or worse credit
assessment, could have a material adverse effect on the price of and the trading in Bonds and the
costs along with the terms and conditions for the financing of the Issuer and its Group. For providers of capital (including banks and providers of mezzanine financing), in particular, a rating is
an indication of the actual creditworthiness of an entity. Given the fact that the Issuer has financed
the vast majority of the properties acquired by it and/or the companies of its Group through debt
capital and intends continuing to do so in the future, a rating that assesses the Issuer's creditworthiness or credit quality as inadequate would have a material adverse effect on its ability to obtain
further borrowed capital. As a result it might be unable to conduct its business activities, particularly the expansion of its real estate portfolio, to the same extent or at the same pace (if at all),
and this, in turn, could lead to further declines in the credit rating.
Moreover, a credit ratings downgrade could also jeopardise the Issuer's ability to sell its Bonds
via the market at appropriate prices, since the demand for bonds from issuers with a low rating
will generally be weaker.
The Issuer assesses the risk of negative ratings having an adverse effect on the Bonds, the Company and/or the investors to be "low".
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Risks relating to the violation of follow-up obligations under the applicable exchange rules
The intention is to include the Company's Bonds in the Open Market of Deutsche Börse AG
(Open Market on the Frankfurt Stock Exchange). As a result of such inclusion, the Company is
subject to various follow-up obligations and standards of conduct (which, however, are considerably less stringent that those to be observed in the regulated market); see also the risk description
"Investor protection rules that apply to an organised market will not apply"). Any non-compliance with follow-up obligations and behavioural standards will result in a variety of legal consequences, including the termination of the Bonds' inclusion in trading on a securities exchange. If
the Bonds should be delisted from the Open Market (for example, because the Issuer repeatedly
fails to comply with its notification obligations or neglects to provide notifications or because it
fails to prepare or publish annual financial statements, etc.), this would restrict the Bonds' tradability to a considerable extent. In such a case, trading would no longer take place via an exchange
platform that reflects supply and demand and groups together potential buyers and sellers. This
could lead thereto that bondholders would not be able to sell their Bonds, or only with greater
difficulty or only at unacceptable conditions. Furthermore, the loss of a listing could have an
adverse effect on the value of the Bonds since potential buyers could factor in the risk of not being
able to sell the Bonds again at any time or to find any other buyers.
The Issuer assesses the risk of losing the Bonds' listing on the Open Market of Deutsche Börse
AG to be "low".
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XVII. TERMS AND CONDITIONS OF THE SECURITIES
1.

Type and class

The subject matter of this Prospectus is 192,244 from a total of up to 300,000 convertible bonds
in bearer form with a principal amount of EUR 1,000 each, which rank pari passu among themselves and have a maturity date of 9 December 2024 (the "Bonds" and collectively the "Convertible Bond 2019/2024"), originating from the issue of a convertible bond resolved by the Executive Board with the Supervisory Board's consent on 8 November 2019, based on the authorisation
granted by the Annual General Meeting on 28 August 2019.
The information on the Bonds is as follows:
International securities identification number (ISIN):

DE000A254NA6

German Securities Identification Number (WKN):

A254NA

2.

Legal regulations, form and certificate representing the securities

The Bonds are governed by German law and constitute bearer bonds within the meaning of section 793 et seq. of the German Civil Code (Bürgerliches Gesetzbuch, "BGB").
The Bonds are represented by a global certificate without interest coupons. The global certificate
will be deposited with Clearstream Banking Aktiengesellschaft, Frankfurt am Main, Germany,
with office located at: Mergenthalerallee 61, 65760 Eschborn, Germany (the "Clearing System").
The bondholders will have no right to request physical delivery of the global certificate or to
require the issue of individual bonds or interest coupons.
The Bonds have been accepted by the Clearing System for clearing.
3.

Currency

The securities will be issued in euros (EUR).
4.

Transferability

The Bonds are freely transferable.
5.

Priority of the securities

The Bonds constitute direct, unsubordinated and unsecured obligations of the Issuer ranking pari
passu among themselves and, in the event of the dissolution, liquidation or insolvency of the
Issuer or any proceeding to avoid insolvency of the Issuer, pari passu with all other present and
future unsubordinated and unsecured obligations of the Issuer, save for such obligations which
may be preferred by applicable law.
6.

Rights attaching to the securities

Holders of the Bonds are entitled to receive interest payments in accordance with the terms and
conditions of the Bonds (the "Terms and Conditions"). They also have a conversion right in
accordance with the Terms and Conditions.
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a.

Notional interest rate and provisions on interest payments; maturity and terms relating
to repayment of the principal, including the procedure for redemption; disclosure of yield

The notional interest rate is 7.5% p.a.
The Bonds will bear interest from 9 December 2019 (inclusive) (the "Dated Date") until 9 December 2024 (exclusive). Interest is payable annually in arrears on 9 December of each year,
starting on 9 December 2020.
Upon exercise of the conversion right in accordance with section 8 of the Terms and Conditions,
the Bonds cease to bear interest at the end of the day immediately preceding the final interest
payment date prior to the relevant conversion date under section 8 of the Terms and Conditions.
If the relevant conversion date falls before the first interest payment date, the Bonds will not pay
any interest.
If the Bonds are redeemed, they will cease to bear interest from the end of the day immediately
preceding the due date for redemption. If the Issuer fails to redeem the Bonds when due, interest
will continue to accrue on the principal amount of such Bonds until the end of the day immediately
preceding the date on which such Bonds are actually redeemed. In this case, the applicable rate
of interest as from the due date for redemption will correspond to the statutory default rate of
interest established by German law.
The Company will redeem the Bonds on 9 December 2024 ("Maturity Date") by paying 105%
of the principal amount of each Bond, unless the Bonds were redeemed, converted or repurchased
and retired prior to then. The repayment of 105% of the principal amount applies only in the event
of redemption on the above Maturity Date at the end of the bond term. An accreted principal
amount may be relevant on certain conditions subject to the Terms and Conditions in the case of
early redemption, namely in the event of redemption by the Issuer in accordance with section 5(b)
or section 5(c) of the Terms and Conditions and in the event of termination by the bondholder in
accordance with section 11(a)(iv) of the Terms and Conditions (change of control) or section
11(c)(iv) of the Terms and Conditions (merger). The accreted principal amount is determined by
the calculation agent such that, together with the interest that has accrued up to the relevant date,
a bondholder receives a yield of 8.5% per annum (principal, excluding compound interest) on the
principal amount of the Bonds. There will be no such accretion in the event of termination by the
bondholder pursuant to section 13 of the Terms and Conditions. Instead, in the event of valid
termination pursuant to section 13 of the Terms and Conditions, the bondholder is only entitled
to have the Bonds redeemed at 100% of the principal amount, plus any interest that has accrued
up until but not including the date of redemption. Similarly, if the Bonds are converted, 100% of
the principal amount of the Bonds (and not 105% of the principal amount) will be used as the
basis for calculating the conversion ratio.
There is no particular procedure for redemption. Subject to applicable tax law and other statutory
provisions and requirements, the principal and interest will be paid via the paying agent, to be
forwarded to Clearstream Banking Aktiengesellschaft or, if instructed by Clearstream, credited to
the relevant account holder. If a payment of principal or interest in respect of a Bond is due on a
day that is not a business day, the payment is made on the next business day. In such cases, the
relevant bondholder shall not be entitled to any payment or have any claim for default interest or
any other compensation because of the delay.
In its capacity as the Issuer, the Company may, on giving not less than 30 and no more than 60
days' prior notice to the bondholders in accordance with section 15 of the Terms and Conditions,
redeem (all, but not only part of) the outstanding Bonds with effect from the redemption date
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(which shall be no earlier than 9 December 2022). However, such notice may only be given if on
each of not less than 20 trading days during an observation period of 30 consecutive trading days,
the product of (i) the share price on such trading day and (ii) the number of ordinary shares that
would fall to be issued or delivered on the exercise of the conversion right in respect of a Bond
on such trading day, is equal to or exceeds 140% of the principal amount per Bond. In the case
such notice is given, the Issuer will redeem the Bonds at their accreted principal amount (as defined in the Terms and Conditions) plus accrued interest on the redemption date.
In its capacity as the Issuer, the Company may, on giving not less than 30 and no more than 60
days' prior notice to the bondholders in accordance with section 15 of the Terms and Conditions,
redeem (all, but not only part of) the outstanding Bonds with effect from the redemption date if
at any time the aggregate principal amount of the Bonds outstanding and held by persons other
than the Issuer and its subsidiaries is equal to or less than 15% of the aggregate principal amount
of the Bonds originally issued (including any Bonds additionally issued in accordance with section 16 of the Terms and Conditions). In the case such notice is given, the Issuer will redeem the
Bonds at their accreted principal amount (as defined in the Terms and Conditions) plus accrued
interest on the redemption date.
The annual yield of the Bonds is 8.5% (principal, excluding compound interest). The yield per
annum of the Bonds, assuming an issue price of 100% of the principal amount and redemption
not prior to maturity of the redemption amount of 105% of the principal amount, is based on a
fixed interest rate of 7.5% p.a. as well as an additional charge of 5% in the event of redemption
and, assuming that the interest paid by the Company on the Bonds is not reinvested, is equivalent
to the notional interest rate and reflects repayment upon maturity of the redemption amount of
105% of the principal amount. The yield stated above does not take into account the specific costs
and taxes payable by individual bondholders. The above calculation assumes that the investor
does not exercise its conversion right and holds the Bonds until maturity.
Where Bonds are acquired later, the yield for each individual investor amounts to (i) the amount
paid upon redemption (105% of the principal amount) and (ii) the interest paid since acquisition
(7.5% p.a.), less (iii) the purchase price, individual transaction costs and any other costs or taxes
payable by the bondholder. The above calculation assumes that the investor does not exercise
their conversion right and holds the subsequently acquired Bonds until maturity.
b.

Conversion right

The Bonds give the relevant bondholder the right, subject to section 8 of the Terms and Conditions, to convert each whole (not partial) Bond held into no-par value ordinary registered shares
of the Issuer, each such share representing a notional interest in the share capital of EUR 1.00 and
carrying full dividend rights from the financial year in which they are issued, for the conversion
price. The Bonds may be converted on any business day during any conversion period.
For the purposes of the Terms and Conditions, the conversion period means each of the following
periods:
(i)

the period, in each case, from and including the first business day following the day of the
Issuer's Annual General Meeting of the years 2021, 2022, 2023 and 2024 to and including
the tenth business day following the day of the Issuer's respective Annual General Meeting,
i.e., for the first time, the period from the first to the tenth business day following the Issuer's Annual General Meeting held in 2021;

(ii)

the period, in each case, from and including the first business day following the day of the
publication of the Issuer's semi-annual report of the years 2021, 2022, 2023 and 2024 to
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and including the tenth business day following the day of the publication of the Issuer's
respective semi-annual report, i.e., for the first time, the period from the first to the tenth
business day following the publication of the Issuer's semi-annual report 2021;
(iii)

if the Bonds are redeemed by the Issuer in accordance with section 5(b) or section 5(c) of
the Terms and Conditions, the period from and including the first business day following
the day of the publication of the notice of early redemption to and including the fifth business day prior to the redemption date.

If the last day of a conversion period falls within an excluded period, such conversion period ends
on the last business day prior to the beginning of this excluded period.
In this context, excluded period means each of the following periods: (i) in connection with any
shareholders' meeting of the Issuer, the period from and including the fifth business day prior to
the last day for notification of participation (Anmeldung) in the shareholders' meeting to but excluding the business day following such shareholders' meeting; (ii) a period of 14 days ending on
the last day of the financial year of the Issuer; and (iii) a period commencing on the day on which
an offer by the Issuer to its shareholders to subscribe for shares, warrants on shares held in treasury
or to subscribe for bonds with conversion or option rights or conversion or option obligations or
profit participation rights with conversion or option rights or conversion or option obligations to
shares (x) is announced in an ad-hoc disclosure, (y) is published in an official journal designated
by a German stock exchange where the ordinary shares are admitted to trading, or (z) is published
in the German Federal Gazette (Bundesanzeiger) (whichever is earlier), and ending on the last
day of the Subscription Period (both dates inclusive); and (iv) in connection with any proposed
spin-off (Abspaltung, section 123 (2) of the German Transformation Act (Umwandlungsgesetz,
"UmwG") from the Issuer, the period from and including the 14th business day prior to the date
of publication of the spin-off report to and including the ex date of the spin-off.
The conversion right may not be exercised by a bondholder if such bondholder has terminated
("declared due") its Bonds in accordance with section 11(a)(iii), section 11(c)(iii) or section 13 of
the Terms and Conditions.
To exercise the conversion right, the relevant bondholder must deliver at its own expense during
a conversion period to the principal conversion agent via its custodian and the Clearing System a
duly completed and executed conversion notice using a form (as amended from time to time)
obtainable from the principal conversion agent (by fax is sufficient), which must be received by
the principal conversion agent (as defined in section 14(a) of the Terms and Conditions) by 4:00
p.m. on the last day of the respective conversion period at the latest. The conversion notice is
irrevocable and must include the information specified in section 8 of the Terms and Conditions.
The exercise of the conversion right further requires that the Bonds to be converted will be delivered to the principal conversion agent by transferring the Bonds to the account of the principal
conversion agent (book entry transfer or assignment) by 4:00 p.m. on the last day of the conversion period at the latest. The principal conversion agent is authorised to deliver the subscription
notice pursuant to section 198 (1) of the German Stock Corporation Act (Aktiengesetz, "AktG")
on behalf of the bondholders.
The Issuer, upon any exercise of the conversion right, will issue and/or deliver such number of
shares as is equal to the relevant conversion ratio rounded down to the nearest number of whole
shares (as determined by the calculation agent). The shares to be delivered will generally be transferred to the securities account of the bondholder specified in the conversion notice no later than
the fifteenth business day following the relevant conversion date. Until transfer of the shares has
been made, no claims arising from the shares will exist. Any remaining fraction of a share will
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not be delivered but will be compensated in cash in an amount equal to the product (rounded to
the nearest full cent, with EUR 0.005 being rounded upwards) of the relevant fraction and the
share price on the trading day immediately preceding the conversion date, as determined by the
calculation agent. In this context (and subject to subparagraphs (B) and (C) of section 8(b)(iv) of
the Terms and Conditions), "conversion date" means the first business day following the day on
which all requirements for the exercise of the conversion right specified in section 8(b)(i) and (ii)
of the Terms and Conditions have been fulfilled, or, if such business day falls within an excluded
period, the first business day after the end of the excluded period, provided that if the first business
day after the end of the excluded period falls after a conversion period, the conversion right will
not have been validly exercised.
The bondholder is responsible for all taxes or other duties and costs, if any, which may be imposed
in connection with the conversion right.
If and to the extent that the Issuer is unable to issue and/or deliver the new shares following any
conversion and, in addition, does not hold deliverable shares, the Issuer shall pay to the bondholder the cash alternative amount determined by the calculation agent in accordance with section
8(d)(iii) of the Terms and Conditions in lieu of delivery of the shares. The cash alternative amount
is the product (rounded to the nearest full cent, with EUR 0.005 being rounded upwards) of the
value of the share (determined on the basis of the arithmetic average of the daily share prices on
each of the trading days during the relevant calculation period) and the number of undeliverable
shares, all as determined by the calculation agent. No interest will be payable with respect to a
cash alternative amount.
The shares in the Issuer to be delivered in the event of conversion will either be derived from any
contingent or authorised capital of the Issuer and will be entitled to profits (to be paid out by way
of dividends), if any, for the then current and all following financial years as from the beginning
of the financial year in which they are issued, and may initially carry a separate securities code if
a dividend for the previous financial year has not been paid yet, or, at the sole discretion of the
Issuer, will be existing shares of the Issuer of the same class as the new shares otherwise to be
delivered out of contingent or authorised capital except for a different dividend entitlement (which
will be no less than the dividend entitlement of the new shares that would have otherwise been
delivered to the relevant bondholder), provided that such delivery of existing shares can be legally
effected and does not impair the rights which the relevant bondholder would otherwise have had,
whereby the Issuer will treat all bondholders on the same conversion date or the same settlement
date equally.
In the event of conversion, the relevant conversion ratio is obtained by dividing the aggregate
principal amount of Bonds delivered by a bondholder for conversion with a single conversion
notice by the conversion price in effect on the relevant conversion date. The relevant conversion
ratio will be determined by the calculation agent in accordance with section 8(b)(iii) of the Terms
and Conditions.
The initial conversion price for the Bonds is EUR 9.90 per share. Based on the initial conversion
price, one Bond (with a principal amount of EUR 1,000) could therefore be converted into 101
no-par value shares of the Issuer. This is equivalent to an initial conversion ratio of 1 : 101.0101.
The conversion price (and thus also the conversion ratio) may change during the term of the
Bonds. In particular, the conversion price may be adjusted in accordance with section 10 of the
Terms and Conditions, which contains anti-dilution provisions in favour of bondholders, particularly in the case of corporate actions and dividend distributions by the Issuer. In addition, the
conversion price may be (temporarily) adjusted in accordance with section 11(b) of the Terms
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and Conditions in the event of a change of control at the Issuer within the meaning of section 11
of the Terms and Conditions. The Issuer will give notice in accordance with section 15 of the
Terms and Conditions of any adjustment to the conversion price and/or any other adjustment to
the terms of the conversion right without undue delay.
7.

Taxation

Note: The tax laws of the respective investor's member state and the Federal Republic of Germany
as the Issuer's state of incorporation may have an impact on the income received from the securities.
It is recommended that those interested in acquiring the Bonds seek information on the applicable
tax laws and refrain from making an investment decision until they have obtained all available
information and consulted their own lawyers, tax advisors and/or financial advisors.
8.

Resolutions concerning the issue of the Bonds

On 8 November 2019, the Company's Executive Board resolved based on the authorisation
granted by the Annual General Meeting on 28 August 2019, and with the consent of the Company's Supervisory Board granted on the same date, to issue a total of up to 300,000 Bonds with a
maturity date of 9 December 2024.
9.

Date on which the securities are expected to be issued

The Bonds will be issued on 9 December 2019. The Bonds will be delivered on 9 December 2019
(value date).
10.

Information on the shares of the Issuer

a.

Type and class

The Issuer's share capital amounts to EUR 71,663,688.00. It is divided into 71,663,688 no-par
value ordinary registered shares, each such share representing a notional interest in the share capital of EUR 1.00.
The information on the existing shares of the Issuer is as follows:
International securities identification number (ISIN):

DE000A2LQ850

German Securities Identification Number (WKN):

A2LQ85

b.

Legal regulations, form and certificate representing the securities

In accordance with the German Stock Corporation Act (Aktiengesetz, "AktG") and the Issuer's
articles of association, as amended form time to time, the shares of the Issuer were issued as nopar value ordinary registered shares. The shares are represented by global certificates, which have
been deposited in collective safe custody with Clearstream Banking AG, Mergenthalerallee 61,
65760 Eschborn. In accordance with article 3 (3) of the Issuer's articles of association, shareholders are not entitled to receive definitive share certificates for their respective shareholdings.
c.

Currency

The shares of the Issuer are denominated in EUR/euros.
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d.

Transferability

The shares of the Issuer are freely transferable.
e.

Rights attaching to the shares

All shares of the Issuer carry the same rights.
Voting rights
Each share carries one vote at the Issuer's Annual General Meeting. The voting rights are not
subject to any restrictions. In particular, there are no different voting rights for specific shareholders.
Dividend rights
The shares into which the Bonds are convertible carry full dividend rights from the financial year
in which they are issued.
The shareholders' share in the Company's profit depends on the respective proportionate interest
they hold in the share capital. The resolution on the distribution of dividends to shareholders of
the Company for a financial year must be adopted by the Annual General Meeting held in the
following financial year. The Annual General Meeting adopts its resolution based on the proposal
made by the Executive Board and Supervisory Board, but is not bound by such proposal.
After the end of each financial year, the Executive Board is required to prepare annual financial
statements (balance sheet, income statement and notes to the annual financial statements) and a
management report within the statutory period stipulated in section 264 (1) HGB, and to submit
these to the Supervisory Board and auditors without undue delay. The Executive Board must also
submit to the Supervisory Board the proposal it intends to make to the Annual General Meeting
on the appropriation of net retained profits. Unless the Executive Board and Supervisory Board
resolve to defer the decision to adopt the annual financial statements to the Annual General Meeting, the annual financial statements are adopted upon their approval by the Supervisory Board.
Dividends may only be distributed from the net retained profits reported in the HGB annual financial statements adopted by the Executive Board and Supervisory Board. When determining
the net retained profits available for distribution, the Company's net income/net loss for the financial year must be adjusted for profits and losses carried forward from the previous year as well as
withdrawals from or transfers to reserves. By law, certain reserves must be recognised and excluded from the calculation of net retained profits available for distribution. The Company must
also take into account a restriction on distribution in the amount of its deferred tax assets. In its
resolution on the appropriation of net retained profits, the Annual General Meeting may transfer
amounts to retained earnings or carry them forward as profit. If the Annual General Meeting
adopts the annual financial statements, up to half of the net income for the financial year can be
transferred to other retained earnings.
If the shares carrying dividend rights are held in a clearing system, the dividend resolved by the
Annual General Meeting is paid out in accordance with the rules and regulations of that clearing
system. Unless the dividend resolution provides otherwise, dividends resolved at the Annual General Meeting are payable on the third business day following the resolution by the Annual General
Meeting.
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Dividends are paid out net of statutory taxes and levies. Dividend payments are generally subject
to German capital yields tax, whereby the Company assumes to responsibility for withholding the
capital yields tax applicable to the shareholder (see also the warning in section XVII.10.g.).
The shareholder's entitlement to payment of the dividend arises upon the entry into force of the
resolution on the appropriation of net profits. The entitlement becomes time-barred after a period
of three years, whereby the limitation period does not begin until the end of the year in which the
Annual General Meeting adopts the resolution on the appropriation of net profits and the beneficiary becomes aware or, in the absence of gross negligence, should have become aware of the
circumstances giving rise to the dividend entitlement. If the dividend entitlement becomes timebarred, the Company may pay the dividend to the shareholder whose entitlement has become
time-barred, but is not required to do so. If in such a case the Company does not pay the dividend,
the Company itself is the beneficiary.
The Company's ability to pay dividends in the future will depend on the profits of the Company,
its economic and financial situation and other factors. Such factors specifically include the liquidity requirements of the Company, its future prospects, market development, the tax and legislative
environment and other general conditions. The net retained profits available for distribution are
calculated based on the Company's annual financial statements in accordance with the HGB.
There is no specific procedure for non-resident holders of securities, nor are there restrictions on
dividends.
Right to participate in the proceeds of a liquidation
In the event the Company is dissolved, in accordance with section 271 AktG shareholders have a
claim to the assets of the Company remaining after settlement of its liabilities, such assets being
distributed in accordance with the AktG while observing in particular certain provisions relating
to the protection of creditors.
The shares participate in any proceeds of a liquidation in proportion to their notional interest in
the share capital.
Subscription rights in the case of offerings to subscribe for securities of the same class
Under the German Stock Corporation Act (AktG), each shareholder generally has subscription
rights to the new shares to be issued as part of a capital increase (including convertible bonds,
warrant-linked bonds, participation rights or participating bonds). Subscription rights are generally freely transferable.
The Annual General Meeting may exclude the shareholders' subscription rights with a majority
of the votes cast and at least three quarters of the share capital represented at the time the resolution is adopted. For the purpose of excluding shareholders' subscription rights, a report is also
required from the Executive Board which must demonstrate as a justification for the exclusion of
subscription rights that the interests of the Issuer in excluding subscription rights outweigh the
interests of shareholders in the subscription right being granted. The exclusion of subscription
rights may be permissible when new shares are issued if the Issuer increases the capital against
cash contributions, the amount of the capital increase does not exceed 10% of the existing share
capital and the issue price of the new shares is not significantly lower than the market price.
The purpose of the subscription right is to enable shareholders to maintain their existing percentage interest in the share capital and to preserve their voting power. If the shareholders' subscription right is wholly or partially excluded, the limit specified by section 255 (2) AktG must be
observed, i.e. the issue price set for new shares or the minimum amount below which the new
133

shares must not be issued may not be "inappropriately" low. The issue price of the new shares
must be based on the actual value of the stock corporation. This does not apply if the new shares
are intended to be acquired by a third party subject to an obligation to offer them for subscription
to the shareholders.
In the case of a contingent capital increase, a general subscription right for shareholders is excluded. In order to protect shareholders, the nominal amount of the contingent capital may not
exceed one half of the share capital, irrespective of the purpose for which it is intended to be used.
If the purpose of the contingent capital is to grant subscription rights to a particular target group,
the nominal amount may not exceed 10% of the share capital.
f.

Listing on the Open Market

The Issuer's shares are traded in the m:access segment on the Open Market of the Munich Stock
Exchange.
The m:access segment on the Open Market of the Munich Stock Exchange is a multilateral trading
facility (MTF) within the meaning of Directive 2014/65/EU of the European Parliament and of
the Council of 15 May 2014 on markets in financial instruments, but is not a regulated market
within the meaning of the aforementioned Directive. The same applies in relation to the open
market of other stock exchanges. The shares are not currently admitted to trading on a regulated
market within the meaning of the aforementioned regulation, nor is there currently any intention
for them to be.
Since the end of December 2018, the Issuer’s shares have also been tradable on XETRA, the
electronic trading platform of Deutsche Börse AG.
mwb fairtrade Wertpapierhandelsbank AG is acting as market maker for the Issuer’s shares traded
on the aforementioned securities exchanges. The market maker ensures in particular liquidity in
equity trading by setting binding prices for the purchase and sale of shares. The market maker
receives a standard market fee for its services.
g.

Taxation

Note: The tax laws of the respective investor's member state and the Federal Republic of Germany
as the Issuer's state of incorporation may have an impact on the income received from the shares
of the Issuer.
h.

Takeovers, squeeze-out and sell-out rules

There are no mandatory takeover offers and/or squeeze-out and sell-out rules in relation to the
Company's shares.
There have been no takeover offers relating to the Company to date.
In accordance with section 1 of the German Securities Acquisition and Takeover Act (Wertpapiererwerbs- und Übernahmegesetz, "WpÜG"), the provisions of the WpÜG, in particular in relation to takeover and mandatory offers, apply to German stock corporations (Aktiengesellschaften) domiciled in the Federal Republic of Germany only in respect of offers to acquire securities
admitted to trading on an organised market. Since the shares of the Issuer are included in the
m:access segment on the Open Market of the Munich Stock Exchange and this does not constitute
an organised market within the meaning of the WpÜG, the provisions of the WpÜG do not apply.
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Under the provisions of section 327a et seq. AktG on the "squeeze-out" procedure under stock
corporation law, the annual general meeting of a stock corporation may, at the request of a shareholder owning 95% of the voting share capital, resolve to transfer the shares of the minority shareholders to the majority shareholder in return for the payment of appropriate cash compensation.
For this purpose, the level of the cash compensation payable to the minority shareholders must
reflect the circumstances of the company at the date the resolution is adopted by the annual general meeting. The level of compensation is based on the full value of the company, which is usually determined using the capitalised earnings method or another recognised valuation method.
In the context of a merger in accordance with the German Transformation Act (Umwandlungsgesetz, "UmwG"), pursuant to section 62 (5) of the UmwG the provisions of section 327a et
seq. AktG described above are also applicable if the majority shareholder only holds 90% share
capital of the stock corporation, the company is merged with the majority shareholder and the
majority shareholder is a German stock corporation (Aktiengesellschaft), a German partnership
limited by shares (Kommanditgesellschaft auf Aktien) or a Societas Europaea (SE) domiciled in
Germany. The annual general meeting of the transferring stock corporation must adopt a resolution in accordance with section 327a AktG for this purpose within three months after the merger
agreement is concluded. Following such a squeeze-out under transformation law, the minority
shareholders are eliminated from the transferring stock corporation in the course of the merger.
The minority shareholders' compensation claim is based on the provisions contained in section
327a AktG. The merger agreement or the draft agreement must include a statement that the minority shareholders of the transferring stock corporation will be eliminated in connection with the
merger. The merger agreement or the draft agreement must be put on display for inspection by
the shareholders in accordance with section 327c (3) AktG. Pursuant to section 62 (4) sentence 2
UmwG, a merger resolution with respect to the transferring company is not necessary.
As a supplement to the provisions on the elimination of minority shareholders, sections 319 et
seq. AktG create the possibility of a corporate integration. Under these provisions, the annual
general meeting of a stock corporation may resolve its integration into another company, if shares
representing 95% of the share capital of the stock corporation are held by the future principal
company. The departing shareholders of the integrated company are entitled to appropriate compensation, which is generally granted in the form of the principal company's shares held in treasury. If shares in the principal company are granted as compensation, the compensation is considered to be appropriate if the shares are granted in the same ratio in which shares of the principal
company would be granted for one share of the integrated company in the event of a merger. An
integration is only permitted if the future principal company is a stock corporation domiciled in
Germany.
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XVIII. PRE-PLACEMENT AGAINST THE CONTRIBUTION IN KIND
publity AG (the Issuer's majority shareholder) entered into a contribution agreement with the Issuer on 8 November 2019. In accordance therewith, publity AG subscribed 107,756 Bonds under
an issue agreement dated 8 November 2019 and in return contributed its shareholder loan receivables due from publity Investor GmbH (a subsidiary of the Issuer) amounting to EUR
112,974,623.08 to the Issuer as a contribution in kind (the "Pre-placement Against the Contribution In Kind"). An exchange ratio of 104.843% was used as the basis for calculating the number of bonds to be issued in connection with the Pre-placement Against the Contribution In Kind.
This means that for each bond with a principal amount of EUR 1,000, loan receivables with a
principal amount of EUR 1,048.43 must be contributed to the Issuer. The calculation was based
on a valuation of the bonds on the one hand, and a valuation of the loan receivables on the other,
in order to ensure that the value of the contribution in kind bears an appropriate relationship to
the value of the issued bonds, for which purpose the theoretical market value determined using
recognised mathematical valuation methods was applied for each. In each case, the calculation
was made by a public auditor jointly appointed by the Issuer and publity AG. By resolution dated
8 November 2019, which was approved by the Supervisory Board on the same day, the Executive
Board excluded shareholders' subscription rights in connection with the Pre-placement Against
the Contribution In Kind on the basis of the authorisation granted by resolution of the Annual
General Meeting on 28 August 2019. In return, however, publity AG undertook to waive some of
its subscription rights in connection with the Rights Offering detailed in this Prospectus insofar
as the subscription volume matches the Pre-placement Against the Contribution In Kind. Accordingly, publity AG, which currently holds a total of 66,755,048 shares in the Issuer, has undertaken
to waive its subscription rights and not to participate in the Rights Offering with respect to
25,645,928 of its shares.
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XIX. THE OFFERING
1.

Subject matter of the Offering

The Offering relates to the 192,244 Bonds (the "Offered Bonds") under the Convertible Bond
2019/2024 by PREOS Real Estate AG described in section XVII.
The maximum issue volume (including the 107,756 Bonds issued in the context of the Pre-placement Against the Contribution In Kind) is 300,000 Bonds with an aggregate principal amount of
EUR 300,000,000 (principal amount of EUR 1,000 per Bond).
The Offering of the Offered Bonds consists of (i) a public offering in the form of a rights offering
to the Company's shareholders and holders of subscription rights (the "Beneficiaries") in the period from 19 November 2019 until 2 December 2019 (both dates inclusive) (the "Rights Offering") and (ii) a general public offering in the period from 19 November 2019 until 4 December
2019 (both dates inclusive) (the "General Public Offering") (the Rights Offering and the General
Public Offering collectively referred to as the "Public Offering").
The Public Offering shall be conducted exclusively in Germany.
With the Supervisory Board's consent, the Executive Board set the subscription price for the
Rights Offering and the issue price for the General Public Offering for each Bond to be issued at
EUR 1,000, thus at 100% of the principal amount of the Bonds (the "Subscription Price" or
"Issue Price").
2.

Details of the Rights Offering

The statutory pre-emptive subscription right is afforded to shareholders eligible to subscribe by
virtue of offering the Offered Bonds for subscription to the Beneficiaries as stipulated in the
Rights Offering set out in section XIX.13. for a Subscription Price of EUR 1,000 per Bond subject
to a conversion ratio of 238:1 (238 old shares entitle the holder to subscribe for 1 Bond). However,
shareholders can only subscribe for a whole Bond or a multiple thereof. To avoid being excluded
from exercising their subscription rights, shareholders are requested to exercise their right to subscribe for the Offered Bonds through their custodian in the period between 19 November 2019
and 2 December 2019 (both dates inclusive) by giving notice to Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, acting as the Subscription Agent's settlement agent, during regular business hours.
In addition to their statutory pre-emptive subscription right, the Company's shareholders shall also
be granted an over-subscription right for those Offered Bonds with respect to which the Company's shareholders have not exercised their subscription rights ("Over-subscription Option").
Shareholders may exercise their Over-subscription Option during the Subscription Period through
their custodian by giving notice to Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, acting
as the Subscription Agent's settlement agent, during regular business hours. Subscription notices
for an over-subscription ("Over-subscription Notices") shall only be valid to the extent that they
do not relate to more than the number of Offered Bonds (i.e., 192,244 Bonds) and the total Subscription Price (including the Subscription Price for the number of Offered Bonds for which the
Over-subscription Option was exercised) payable by the respective shareholder has been received
by the Subscription Agent before the Subscription Period expires. Assuming these requirements
are met, the Subscription Agent will allot Offered Bonds to the Company's shareholders who have
submitted a valid Over-subscription Notice to the extent that shareholders of the Company have
not exercised their statutory pre-emptive subscription rights and Bonds are thus available. If Over137

subscription Notices are submitted for more Bonds than there are unsubscribed Bonds available,
the unsubscribed Bonds shall be allotted in proportion to the respective over-subscription as a
percentage of the total over-subscriptions submitted. Otherwise, the allotment volume and allotment criteria shall be set by the Executive Board in its due discretion after the placement. To the
extent that no Bonds for which the Over-subscription Option was exercised are allotted, the Subscription Agent will reimburse the relevant shareholders for excess amounts paid without interest.
futurum bank AG, Hochstraße 35-37, 60313 Frankfurt am Main, ("futurum bank", "Subscription Agent" or "Lead Manager") will act as the Subscription Agent in connection with the Rights
Offering (including the Over-subscription Option). Bankhaus Gebr. Martin Aktiengesellschaft
will function as the Subscription Agent's appointed settlement agent, which the Subscription
Agent is using for the technical execution of the Offering.
Where the subscription ratio set for the purpose of the Public Offering results in shareholders
receiving notional entitlements to fractions of Bonds, shareholders will not be entitled to the delivery of Bonds or cash compensation for any fractional amounts that arise.
The Subscription Price must be paid at the time of exercising the subscription right (including the
Over-subscription Option), however no later than the last day of the Subscription Period, in other
words on 2 December 2019 (date received by the Subscription Agent). Custodian banks may
charge a standard bank fee in connection with the exercise of subscription rights.
Subscription rights (including the Over-subscription Option) that are not exercised within the
prescribed period will expire worthless. No compensation will be awarded for any subscription
rights not exercised.
Shareholders may make inquiries with their custodian banks from 4 December 2019 onwards
about the number of Bonds allotted to them.
The Company reserves the right to set additional offer periods at a later time for any Offered
Bonds not placed in the context of the Public Offering. Any such additional offer period shall be
published on the Issuer's website (www.preos.de). Where necessary, the Company shall publish
a supplement to this Prospectus in the same form and manner as this Prospectus and shall publish
the additional offer period in the Federal Gazette (Bundesanzeiger).
a.

Subscription ratio

The Beneficiaries are entitled to subscribe for 1 Bond at the Subscription Price for every 238
shares they hold in the Company. Notwithstanding the Over-subscription Option, this constitutes
the maximum amount to which the shareholder is entitled under this Offering. Where the number
of subscription rights held by shareholders is not divisible by 238, it is also possible to subscribe
for an appropriately rounded down number of Offered Bonds (e.g., 2 Bonds for 500 shares). There
is no minimum amount with respect to the subscription right exercise. However, only whole
Bonds may be subscribed for.
The subscription ratio of 238:1 operates to place the Beneficiaries in the same position they would
have been in with respect to their subscription right had the Pre-placement Against the Contribution In Kind not taken place and all 300,000 Bonds been offered to the Beneficiaries for subscription instead. This ensures that each Beneficiary can purchase as many Bonds as they would have
been able to purchase had the Rights Offering related to 300,000 Bonds. To facilitate this subscription ratio, publity AG (in compensation for this exclusion of subscription rights in the Preplacement Against the Contribution In Kind), has undertaken to waive some of its subscription
rights in connection with the Rights Offering detailed in this Prospectus insofar as the subscription
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volume matches the Pre-placement Against the Contribution In Kind. In addition, publity AG
waived its subscription rights to the extent necessary to allow for an even subscription ratio.
Fractions of bonds notionally resulting from the individual shareholdings of Beneficiaries do not
give rise to an entitlement to subscribe for Bonds. Shareholders can only subscribe for a whole
Bond or a multiple thereof. On the basis of the authorisation granted by the Annual General Meeting on 28 August 2019, the Executive Board, with the Supervisory Board's consent, excluded
subscription rights in respect of fractional amounts that would arise for Beneficiaries as a result
of the subscription ratio.
The number of subscription rights to which shareholders are entitled is calculated based on their
shareholding in ISIN DE000A2LQ850 as at the record date of 20 November 2019. The subscription rights (ISIN: DE000A255DQ0 / WKN: A255DQ) to which shareholders are entitled at such
time will be separated from their shareholding and automatically booked to the shareholders
through custodian bank by Clearstream Banking Aktiengesellschaft, Frankfurt am Main. From 19
November 2019 onwards, the Company's shares will be listed "ex-rights". The subscription rights
will be deemed evidence of the right to subscribe for the Offered Bonds.
b.

Subscription Agent

The Company has appointed futurum bank AG, Hochstraße 35-37, 60313 Frankfurt am Main, to
act as Subscription Agent.
Subscription rights (including the Over-subscription Option) may be exercised by lodging a subscription notice, to be sent to the Beneficiaries by their custodian banks, with the Subscription
Agent or the bank that holds the Beneficiary's securities in collective safe custody.
c.

Subscription Period

The Subscription Period is two weeks. It commences on 19 November 2019 and runs until 2
December 2019 (both dates inclusive) (the "Subscription Period").
The Company reserves the right to terminate the Rights Offering at any time in the event of certain
circumstances, including after the expiry of the Subscription Period and before the delivery of the
Bonds.
The Company furthermore reserves the right to set additional offer periods at a later time for any
Offered Bonds not placed in the context of the Public Offering. Any such additional offer period
shall be published on the Issuer's website (www.preos.de). Where necessary, the Company shall
publish a supplement to this Prospectus in the same form and manner as this Prospectus and shall
publish the additional offer period in the Federal Gazette (Bundesanzeiger).
d.

Subsequent reduction of subscriptions

There is no envisaged option to subsequently reduce the volume subscribed for in subscription
notices. However, Beneficiaries may withdraw their existing order prior to the expiry of the Subscription Period, i.e. in the period from 19 November 2019 until 2 December 2019, and place a
new order for a reduced or increased volume through their custodian bank during regular business
hours. Multiple subscriptions are thus permitted. Where the Subscription Agent has already received the Subscription Price payable by the respective Beneficiary for his or her existing order,
the Beneficiary concerned will receive a refund from the Subscription Agent of the amounts paid
in excess of the Subscription Price payable for the new order. The refund will be made by bank
transfer and no interest will be paid.
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e.

Subscription rights trading

Trading in the subscription rights is not planned and will not be organised by either the Company
or the Subscription Agent. Similarly, no price determination has been sought for the subscription
rights on a stock exchange. It is therefore not expected that subscription rights will be available
for purchase or sale on the stock exchange. Nevertheless, the subscription rights are transferable
in accordance with the applicable statutory provisions.
f.

Waiver of subscription rights

Under the Pre-placement Against the Contribution In Kind, publity AG (majority shareholder of
the Issuer) subscribed for 107,756 Bonds, whereby the shareholders' pre-emptive subscription
rights were excluded (see section XVIII). In compensation for this exclusion of subscription
rights, publity AG undertook to waive some of its subscription rights in connection with the
Rights Offering detailed in this Prospectus insofar as the subscription volume matches the Preplacement Against the Contribution In Kind. Accordingly, publity AG, which currently holds a
total of 66,755,048 shares in the Issuer, has undertaken to waive its subscription rights and not to
participate in the Rights Offering with respect to 25,645,928 of its shares. In addition, publity AG
waived its subscription rights with respect to a further 263,688 held by it in order to allow for an
even subscription ratio.
g.

Subscription Price

The Subscription Price for each Bond is EUR 1,000 and thus represents 100% of the principal
amount.
h.

Costs associated with the exercise of subscription rights

The costs incurred by Beneficiaries in connection with the exercise of subscription rights (including the Over-subscription Option) are governed exclusively by the terms of the custodian bank.
Claims with regard to subscription fees already paid and subscription costs incurred by an investor
are governed solely by the legal relationship between the investor and the institution with which
the investor placed his or her buy order.
Investors will not be charged fees either by the Company or the Subscription Agent.
i.

Selling Restrictions

The selling restrictions set out in section XIX.13. ("Rights Offering") shall apply to the Offering.
j.

Termination of the Rights Offering by the Company

The Company may terminate the Rights Offering at any time, including after the expiry of the
Subscription Period and before the delivery of the Bonds. Termination may be considered, in
particular, if the Subscription Agent terminates or rescinds the engagement letter, which it is entitled to do in certain circumstances. These circumstances include, in particular, material adverse
changes in the Company's business performance, financial condition or results of operations, material adverse changes in national or international financial, political or economic framework conditions or material restrictions on exchange trading or banking operations as well as where the
execution of the capital market transaction does not appear to be advisable or not reasonable or
practicable. Any termination will also apply to subscription rights that have already been exercised. Investors incurring costs as a result of having exercised or purchased subscription rights
would suffer a loss in this case.
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3.

Details of the General Public Offering

Offered Bonds which are not subscribed for under the Rights Offering shall, concurrently with
the Rights Offering albeit subject to the exercise of subscription rights (including the Over-subscription Option) by the Beneficiaries, be offered to interested investors for subscription at the
Issue Price of EUR 1,000 per Bond in the context of a General Public Offering in Germany.
a.

Offer Period

The period for the General Public Offering commences at 12:00 a.m. (CET) on 19 November
2019 and runs until 12:00 noon (CET) on 4 December 2019 (the "Offer Period").
The Company reserves the right to terminate the General Public Offering at any time in the event
of certain circumstances, including after the expiry of the Offer Period and before the delivery of
the Bonds.
The Company furthermore reserves the right to set additional offer periods at a later time for any
Offered Bonds not placed in the context of the Public Offering. Any such additional offer period
shall be published on the Issuer's website (www.preos.de). Where necessary, the Company shall
publish a supplement to this Prospectus in the same form and manner as this Prospectus and shall
publish the additional offer period in the Federal Gazette (Bundesanzeiger).
b.

Clawback provision

It shall be ensured that Bonds in respect of which subscription rights (including the Over-subscription Option) are exercised will be available for subscription by the Beneficiaries under the
Rights Offering by agreeing corresponding clawback provisions when making allotment under
the General Public Offering.
c.

Settlement of the General Public Offering

The General Public Offering shall be settled via the subscription functionality of Deutsche Börse
AG in the XETRA trading system for collection and settlement of subscription orders the "Subscription Functionality"). Parallel to the purchase option via the Subscription Functionality of
Deutsche Börse AG, the Lead Manager, acting pursuant to the engagement letter entered into with
the Issuer, will on a best-efforts basis (i.e., with no firm placement or underwriting commitment
and subject to the occurrence of certain conditions precedent and rights of rescission) offer the
Offered Bonds that were not subscribed under the Rights Offering in the context of the General
Public Offering to potential investors for purchase.
The Company and the Lead Manager reserve the right to specify additional subscription channels.
The placement under the General Public Offering shall be conducted by the Company and futurum bank AG.
d.

Subscription via the Frankfurt Stock Exchange's Xetra subscription tool ("DirectPlace")

In order to subscribe using the Subscription Functionality of the Frankfurt Stock Exchange, investors must place their buy orders during the Offer Period through a custodian bank which (i) is
admitted as a trading participant on the Frankfurt Stock Exchange or has access to trading via a
trading participant admitted to the Frankfurt Stock Exchange; (ii) has an Xetra connection; and
(iii) is authorised and able to use the Subscription Functionality on the basis of the terms of use
of Deutsche Börse AG ("Trading Participant"). In such case, the Trading Participant will enter
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a buy order via the Subscription Functionality on the investor's behalf. ICF BANK AG Wertpapierhandelsbank, Frankfurt am Main, acting as order book manager ("Order Book Manager"),
will collect the buy orders from the Trading Participants in the order book, close the order book
on 4 December 2019 at 12:00 noon (CET) and, after any processing that may be required, transmit
the buy orders it receives to the Paying Agent and the Lead Manager. In the case of any oversubscriptions, buy orders may be cancelled. The Order Book Manager will then transmit all buy
orders for the respective trading day by 4:00 p.m. (CET) at the latest to the Issuer for a decision
as to the allotment.
e.

Subsequent reduction of subscriptions

There is no envisaged option to subsequently reduce the volume of buy orders. As such, investors
may not subsequently reduce the volume of buy orders which have been placed.
f.

Issue Price

The Issue Price for each Bond is EUR 1,000 and thus represents 100% of the principal amount.
g.

Costs associated with the subscription of Bonds

The costs incurred by investors in connection with subscribing for the Bonds under the General
Public Offering are governed exclusively by the terms of the custodian bank. Claims with regard
to subscription fees already paid and subscription costs incurred by an investor are governed
solely by the legal relationship between the investor and the institution with which the investor
placed his or her buy order.
Investors will not be charged fees by the Company.
h.

Selling Restrictions

The General Public Offering shall be subject to the selling restrictions set out in section XXIII.2.
i.

Termination of the General Public Offering by the Company

The Company may terminate the General Public Offering at any time, including after the expiry
of the Offer Period and before the delivery of the Bonds. Investors incurring costs as a result of
having participated in the General Public Offering would suffer a loss in this case.
4.

Allotment

Subscriptions under the Rights Offering (including the Over-subscription Option) will be given
preferential treatment.
See section XIX.2 regarding allotments under the Rights Offering.
An allotment under the General Public Offering will be made only to the extent that Offered
Bonds are not subscribed for under the Rights Offering, in other words, to the extent that the
Beneficiaries do not exercise subscription rights (including the Over-subscription Option). It shall
be ensured that Offered Bonds in respect of which subscription rights (including the Over-subscription Option) are exercised will be available for subscription by the Beneficiaries under the
Rights Offering by agreeing corresponding clawback provisions when making allotment under
the General Public Offering.
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Accordingly, those investors who have submitted a valid buy order in the context of the General
Public Offering will be allotted Offered Bonds to the extent that the Beneficiaries have not exercised their statutory subscription rights (including the Over-subscription Option) and the Offered
Bonds are thus available. If valid buy orders are placed for more Bonds than there are unsubscribed Offered Bonds available, allotments under the General Public Offering shall be made on
a first-come, first-served basis. As such, the sooner investors place their buy orders, the greater
the likelihood that they will receive an allotment. Otherwise, the allotment volume and allotment
criteria shall be set by the Executive Board in its due discretion. The Issuer may elect not to
honour individual buy orders in full or at all. To the extent that no Bonds for which valid buy
orders were placed are allotted, the relevant investors will be reimbursed without interest for any
excess amounts paid.
5.

Announcement of the outcome of the Offering

The outcome of the Public Offering (Rights Offering, including the Over-subscription Option,
and the General Public Offering) is expected to be published in the "Investor Relations" section
of the Company's website on 6 December 2019 (www.preos.de).
Should the Company set additional offer periods at a later time for any Offered Bonds not placed
(see also sections XIX.2. and XIX.3.), the outcome thereof will likewise be published in the "Investor Relations" section of the Company's website (www.preos.de) following the expiry of the
respective offer period.
The total number of Bonds to be issued is expected to be published following the International
Private Placement (see section XXI) in the "Investor Relations" section of the Company's website
(www.preos.de) on 20 November 2020.
6.

Delivery of the Bonds

Subscribers or purchasers will receive a credit for their Bonds in their securities account. The
Bonds are expected to be delivered on 9 December 2019.
7.

Paying Agent and depositary for the Bonds

Bankhaus Gebr. Martin Aktiengesellschaft, with its registered office in Göppingen and business
address at: Schlossplatz 7, 73033 Göppingen (the "Paying Agent") has agreed to act as the Paying
Agent for the Bonds.
Clearstream Banking Aktiengesellschaft, Frankfurt am Main, Germany, with its business address
at: Mergenthalerallee 61, 65760 Eschborn, Germany will act as the depositary. The global certificate representing the Bonds will be deposited with Clearstream Banking Aktiengesellschaft.
8.

Inclusion in exchange trading

An application has been made for the Bonds to be included in trading in the Quotation Board
segment of the Open Market of the Frankfurt Stock Exchange. Trading in the Bonds is expected
to commence on 9 December 2019. The Company reserves the right to organise trading on the
grey market after the publication of this Prospectus but prior to 9 December 2019. The Open
Market of the Frankfurt Stock Exchange is a multilateral trading facility (MTF) within the meaning of Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on
markets in financial instruments, but is not a regulated market within the meaning of the aforementioned Directive. The same applies in relation to any inclusion in the open market of other
stock exchanges that may be considered in the future. There are currently no plans to include the
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Bonds in a regulated market within the meaning of the aforementioned Directive, nor are there
any plans to sell the Bonds on other equivalent markets.
The shares into which the Bonds are convertible will be traded in the m:access segment on the
Open Market of the Munich Stock Exchange. The m:access segment on the Open Market of the
Munich Stock Exchange is a multilateral trading facility (MTF) within the meaning of Directive
2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in financial instruments, but is not a regulated market within the meaning of the aforementioned Directive. The same applies in relation to the open market of other stock exchanges. There are no
plans to have the shares admitted to trading on a regulated market within the meaning of the
aforementioned Directive at the present time.
The Company intends that the shares to be delivered upon conversion be derived primarily from
Contingent Capital 2019 in accordance with article 3 (6) of the version of the articles of association adopted by the Annual General Meeting on 28 August 2019. If Contingent Capital 2019 is
insufficient to service all of the conversion rights under the Bonds, or if Contingent Capital 2019
is superseded by new contingent capital, the Company reserves the right to issue the shares from
authorised capital or any other contingent capital, and such shares will also be included in trading
in the m:access segment of the Open Market of the Munich Stock Exchange. The Company may
also grant treasury shares.
9.

Lock-up agreements

No lock-up agreements exist.
10.

Costs of the Offering

The Issuer estimates that the costs of this Offering will amount to approximately EUR 5,000,000.
Because the commissions and costs are contingent on the total number of Bonds placed, the total
costs to be borne by the Company cannot be reliably predicted at this time.
Assuming that all of the Bonds are sold, the Company estimates that the expected total costs
would be approximately EUR 5,000,000. The Company shall bear the total costs in full.
Investors will not be charged for any of the Company's costs.
11.

Imposition of costs, charges or taxes on investors

The Company will not directly impose any costs, charges or taxes on investors. Nevertheless, it
is recommended that investors obtain their own information regarding any costs, charges and
taxes they could personally incur in connection with the Bonds. Information relating to transactions costs and fees (such as the usual bank commissions) may be obtained from the custodian
bank through which the investor subscribes for, purchases or (re-)sells the Bonds.
12.

Projected timetable

The timetable for the Offering is shown in the following table. All dates represent the dates on
which the relevant events are expected to occur:
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15 November
2019

Approval of the Prospectus by the German Federal Financial Supervisory Authority
(Bundesanstalt für Finanzdienstleistungsaufsicht, "BaFin")

15 November
2019

Publication of the approved Prospectus in the "Investor Relations" section of the
Company's website (www.preos.de) and availability of printed copies of the Prospectus at the Company's offices free of charge

18 November
2019

Publication of the Rights Offering in the Federal Gazette (Bundesanzeiger) and on
the Company's website (www.preos.de)

19 November
2019

Commencement of the Subscription Period, the Offer Period and the Public Offering; listing of the Company's shares "ex-rights"

21 November
2019

Book entry of subscription rights in securities accounts based on shareholdings as
at the record date of 20 November 2019

2 December
2019

End of the Subscription Period and the Rights Offering

4 December
2019

End of the Offer Period and the General Public Offering

6 December
2019

Publication of the outcome of the Public Offering (Rights Offering, including the
Over-subscription Option, and the General Public Offering) on the Company's website (www.preos.de)

9 December
2019

Inclusion of the Bonds in the Open Market of the Frankfurt Stock Exchange

9 December
2019

Book transfer of the Bonds in the collective safe custody system

This Prospectus will be published in the "Investor Relations" section of the Company's website
www.preos.de (expected to occur on 15 November 2019). Any future supplements to the Prospectus will also be published there. Printed copies of the Prospectus and any supplements will
also be concurrently available free of charge from the Company at the following address: PREOS
Real Estate AG, Landsteinerstraße 6, 04103 Leipzig.
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13.

Rights Offering

The Company will publish the following Rights Offering in the Federal Gazette and in the "Investor Relations" section of its website (www.preos.de), and this is expected to occur on 18 November 2019:
"The information contained herein is not intended for publication or dissemination in the
United States of America, Australia, Canada, New Zealand, Japan or other countries in which
any such publication or dissemination would constitute a breach of the respective country's relevant laws.
This Rights Offering is directed solely at existing shareholders of PREOS Real Estate AG.

PREOS Real Estate AG
Leipzig
ISIN: DE000A2LQ850 / WKN: A2LQ85
Rights Offering
to the shareholders of PREOS Real Estate AG
relating to the subscription of convertible bonds arising from the
Convertible Bond 2019/2024
(ISIN: DE000A254NA6 / WKN: A254NA)

On 8 November 2019, the Executive Board of PREOS Real Estate AG, Leipzig (hereinafter also
the "Company" or the "Issuer") resolved on the basis of the authorisation granted by the Annual
General Meeting on 28 August 2019, and with the consent of the Supervisory Board given on the
same day, to issue up to 300,000 convertible bonds in bearer form with a principal amount of
EUR 1,000 each, which rank pari passu among themselves, have a maturity date of 9 December
2024, and may be converted into no-par value ordinary registered shares of the Issuer, each such
share representing a notional interest in the share capital of EUR 1.00 and carrying full dividend
rights from the financial year in which they are issued, for an initial conversion price of EUR 9.90
per share (the "Bonds" and collectively the "Convertible Bond 2019/2024"), of which 192,244
Bonds (the "Offered Bonds") are to be offered to the Company's shareholders and holders of
subscription rights (the "Beneficiaries") for subscription (the "Rights Offering").
The statutory pre-emptive subscription right is afforded to shareholders eligible to subscribe by
virtue of offering the Offered Bonds for subscription to the Beneficiaries as stipulated under this
Rights Offering for a Subscription Price of EUR 1,000 per Bond subject to a conversion ratio of
238:1 (238 old shares entitle the holder to subscribe for 1 Bond). However, shareholders can only
subscribe for a whole Bond or a multiple thereof.
futurum bank AG, Hochstraße 35-37, 60313 Frankfurt am Main, ("futurum bank", "Subscription Agent" or "Lead Manager") will act as the Subscription Agent in connection with the Rights
Offering (including the Over-subscription Option). Bankhaus Gebr. Martin Aktiengesellschaft
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will function as the Subscription Agent's appointed settlement agent, which the Subscription
Agent is using for the technical execution of the Offering.
To avoid being excluded from exercising their subscription rights, shareholders are requested to
exercise their right to subscribe for the Offered Bonds through their custodian in the period between 19 November 2019 and 2 December 2019 (both dates inclusive) by giving notice to
Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, acting as the Subscription Agent's settlement agent, during regular business hours.
In addition to their statutory pre-emptive subscription right, the Company's shareholders shall also
be granted an over-subscription right for those Offered Bonds with respect to which the Company's shareholders have not exercised their subscription rights ("Over-subscription Option").
Shareholders may exercise their Over-subscription Option during the Subscription Period through
their custodian by giving notice to Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, acting
as the Subscription Agent's settlement agent, during regular business hours.
The Company reserves the right to set additional offer periods at a later time for any Offered
Bonds not placed in the context of the Public Offering. Any such additional offer period shall be
published on the Company's website (www.preos.de). Where necessary, the Company shall publish a supplement to the Prospectus published on the Company's website on 15 November 2019
(www.preos.de) in the same form and manner as that Prospectus and shall publish the additional
offer period in the Federal Gazette (Bundesanzeiger).
Rights Offering
The Beneficiaries are entitled to subscribe for 1 Bond at the Subscription Price for every 238
shares they hold in the Company. Notwithstanding the Over-subscription Option, this constitutes
the maximum amount to which the shareholder is entitled under this Offering. Where the number
of subscription rights held by shareholders is not divisible by 238, it is also possible to subscribe
for an appropriately rounded down number of Offered Bonds (e.g., 2 Bonds for 500 shares). There
is no minimum amount with respect to the subscription right exercise. However, only whole
Bonds may be subscribed for.
The subscription ratio of 238:1 operates to place the Beneficiaries in the same position they would
have been in with respect to their subscription right had the Pre-placement Against the Contribution In Kind not taken place and all 300,000 Bonds been offered to the Beneficiaries for subscription instead. This ensures that each Beneficiary can purchase as many Bonds as they would have
been able to purchase had the Rights Offering related to 300,000 Bonds. To facilitate this subscription ratio, publity AG (in compensation for this exclusion of subscription rights in the Preplacement Against the Contribution In Kind), has undertaken to waive some of its subscription
rights in connection with this Rights Offering insofar as the subscription volume matches the Preplacement Against the Contribution In Kind. In addition, publity AG waived its subscription
rights to the extent necessary to allow for an even subscription ratio.
Fractions of bonds notionally resulting from the individual shareholdings of Beneficiaries do not
give rise to an entitlement to subscribe for Bonds. Shareholders can only subscribe for a whole
Bond or a multiple thereof. On the basis of the authorisation granted by the Annual General Meeting on 28 August 2019, the Executive Board, with the Supervisory Board's consent, excluded
subscription rights in respect of fractional amounts that would arise for Beneficiaries as a result
of the subscription ratio.
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With the Supervisory Board's consent, the Executive Board set the Subscription Price for each
Bond to be issued at EUR 1,000, thus at 100% of the principal amount of the Bonds (the "Subscription Price" or "Issue Price").
In addition to their statutory pre-emptive subscription right, the Company's shareholders shall also
be granted an over-subscription right for those Offered Bonds with respect to which the Company's shareholders have not exercised their subscription rights ("Over-subscription Option").
Shareholders may exercise their Over-subscription Option during the Subscription Period through
their custodian by giving notice to Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, acting
as the Subscription Agent's settlement agent, during regular business hours. Subscription notices
for an over-subscription ("Over-subscription Notices") shall only be valid to the extent that they
do not relate to more than the number of Offered Bonds (i.e., 192,244 Bonds) and the total Subscription Price (including the Subscription Price for the number of Offered Bonds for which the
Over-subscription Option was exercised) payable by the respective shareholder has been received
by the Subscription Agent before the Subscription Period expires. Assuming these requirements
are met, the Subscription Agent will allot Offered Bonds to the Company's shareholders who have
submitted a valid Over-subscription Notice to the extent that shareholders of the Company have
not exercised their statutory pre-emptive subscription rights and Bonds are thus available. If Oversubscription Notices are submitted for more Bonds than there are unsubscribed Bonds available,
the unsubscribed Bonds shall be allotted in proportion to the respective over-subscription as a
percentage of the total over-subscriptions submitted. Otherwise, the allotment volume and allotment criteria shall be set by the Executive Board in its due discretion after the placement. To the
extent that no Bonds for which the Over-subscription Option was exercised are allotted, the Subscription Agent will reimburse the relevant shareholders for excess amounts paid without interest.
The number of subscription rights to which shareholders are entitled is calculated based on their
shareholding in ISIN DE000A2LQ850 as at the record date of 20 November 2019. The subscription rights (ISIN: DE000A255DQ0 / WKN: A255DQ) to which shareholders are entitled at such
time will be separated from their shareholding and automatically booked to the shareholders
through their custodian bank by Clearstream Banking Aktiengesellschaft, Frankfurt am Main.
From 19 November 2019 onwards, the Company's shares will be listed "ex-rights". The subscription rights will be deemed evidence of the right to subscribe for the Offered Bonds.
The Company has appointed futurum bank AG, Hochstraße 35-37, 60313 Frankfurt am Main, to
act as Subscription Agent.
Subscription rights (including the Over-subscription Option) may be exercised by lodging a subscription notice, to be sent to the Beneficiaries by their custodian banks, with the Subscription
Agent or the bank that holds the Beneficiary's securities in collective safe custody.
To avoid being excluded from exercising their subscription rights, shareholders are requested to exercise their right to subscribe for the Offered Bonds through their custodian
in the period between
19 November 2019 and 2 December 2019 (both dates inclusive)
by giving notice to Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, acting as the
Subscription Agent's settlement agent, during regular business hours. The subscription
rights must be transferred to securities account no. 6041 of Bankhaus Gebr. Martin Aktiengesellschaft on the last day of the Subscription Period at the latest, in other words no
later than 2 December 2019. Subscription rights (including the Over-subscription Option)
that are not exercised within the prescribed period will expire worthless. No compensation
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will be awarded for any subscription rights not exercised. Where the set subscription ratio
results in fractions of Bonds, there will be no entitlement to the delivery of Bonds or cash
compensation for any fractional amounts that arise.
Beneficiaries wishing to exercise their subscription right (including the Over-subscription Option)
are asked to instruct their custodian bank accordingly. Based on the subscription ratio of 238:1,
Beneficiaries may (notwithstanding the Over-subscription Option) subscribe for one (1) Bond at
the Subscription Price for every two hundred and thirty-eight (238) old shares held.
Custodian banks are asked to submit shareholders' subscription requests (including the Over-subscription Option) to Bankhaus Gebr. Martin Aktiengesellschaft, Schlossplatz 7, 73033 Göppingen, Fax: 07161/969317 in a single consolidated notice by no later than 2 December 2019, and
to also pay the Subscription Price per Bond to the following account by no later than 2 December
2019:
Account holder:

futurum bank AG

Special account:

PREOS Real Estate AG

IBAN:

DE24 6103 0000 0000 0528 26

BIC:

MARBDE6G

at:

Bankhaus Gebr. Martin Aktiengesellschaft

Reference:

"Bond issue 2019"

The date on which the subscription request and the Subscription Price are received by the settlement agent determines whether the deadline has been met.
If payment of the Subscription Price is received late, the subscription request will lapse.
Subsequent reduction of subscriptions
There is no envisaged option to subsequently reduce the volume subscribed for in subscription
notices. However, Beneficiaries may withdraw their existing order prior to the expiry of the Subscription Period, i.e. in the period from 19 November 2019 until 2 December 2019, and place a
new order for a reduced or increased volume through their custodian bank during regular business
hours. Multiple subscriptions are thus permitted. Where the Subscription Agent has already received the Subscription Price payable by the respective Beneficiary for his or her existing order,
the Beneficiary concerned will receive a refund from the Subscription Agent of the amounts paid
in excess of the Subscription Price payable for the new order. The refund will be made by bank
transfer and no interest will be paid.
Liquidation of Bonds not subscribed for
Bonds that are not subscribed under the Rights Offering are to be offered to the general public in
the context of a General Public Offering and offered by futurum bank AG as Lead Manager for
subscription exclusively to select qualified investors within the meaning of Article 2(e) of Regulation (EU) 2017/1129 in the context of the General Public Offering in Germany and in the context of an International Private Placement in Germany and other select jurisdictions outside the
United States of America in reliance on Regulation S ("Regulation S") of the U.S. Securities Act
(the "Securities Act").
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The Company furthermore reserves the right to set additional offer periods at a later time for any
Offered Bonds not placed in the context of the Rights Offering and the General Public Offering.
Any such additional offer period shall be published on the Company's website (www.preos.de).
Where necessary, the Company shall publish a supplement to the Prospectus published on the
Company's website on 15 November 2019 (www.preos.de) in the same form and manner as that
Prospectus and shall publish the additional offer period in the Federal Gazette (Bundesanzeiger).
No subscription rights trading
Trading in the subscription rights is not planned and will not be organised by either the Company
or the Subscription Agent. Similarly, no price determination has been sought for the subscription
rights on a stock exchange. It is therefore not expected that subscription rights will be available
for purchase or sale on the stock exchange. Nevertheless, the subscription rights are transferable
in accordance with the applicable statutory provisions. Shareholders are asked to contact their
custodian bank if they wish to transfer subscription rights.
Waiver of subscription rights
publity AG (the Issuer's majority shareholder) entered into a contribution agreement with the Issuer on 8 November 2019. In accordance therewith, publity AG subscribed 107,756 bonds under
an issue agreement dated 8 November 2019 and in return contributed its shareholder loan receivables due from publity Investor GmbH (a subsidiary of the Issuer) amounting to EUR
112,974,623.08 to the Issuer as a contribution in kind (the "Pre-placement Against the Contribution In Kind"). An exchange ratio of 104.843% was used as the basis for calculating the number of bonds to be issued in connection with the Pre-placement Against the Contribution In Kind.
This means that for each bond with a principal amount of EUR 1,000, loan receivables with a
principal amount of EUR 1,048.43 must be contributed to the Issuer. The calculation was based
on a valuation of the bonds on the one hand, and a valuation of the loan receivables on the other,
in order to ensure that the value of the contribution in kind bears an appropriate relationship to
the value of the issued bonds, for which purpose the theoretical market value determined using
recognised mathematical valuation methods was applied for each. In each case, the calculation
was made by a public auditor jointly appointed by the Issuer and publity AG. By resolution dated
8 November 2019, which was approved by the Supervisory Board on the same day, the Executive
Board excluded shareholders' subscription rights in connection with the Pre-placement Against
the Contribution In Kind on the basis of the authorisation granted by resolution of the Annual
General Meeting on 28 August 2019. In return, however, publity AG, in compensation for this
exclusion of subscription rights, undertook to waive some of its subscription rights in connection
with the Rights Offering detailed in this Prospectus insofar as the subscription volume matches
the Pre-placement Against the Contribution In Kind. Accordingly, publity AG, which currently
holds a total of 66,755,048 shares in the Issuer, has undertaken to waive its subscription rights
and not to participate in the Rights Offering with respect to 25,645,928 of its shares. In addition,
publity AG waived its subscription rights with respect to a further 263,688 held by it in order to
allow for an even subscription ratio.
Certificate representing the Bonds and delivery
The Bonds are represented by a global certificate without interest coupons.
The global certificate will be deposited with Clearstream Banking Aktiengesellschaft, Frankfurt
am Main, Germany, with its business address at: Mergenthalerallee 61, 65760 Eschborn, Germany (the "Clearing System").
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The bondholders will have no right to request physical delivery of the global certificate or to
require the issue of individual bonds or interest coupons.
Subscribers or purchasers will receive a credit for their Bonds in their securities account. The
Bonds are expected to be delivered on 9 December 2019. It is possible that delivery of the Bonds
will be subject to delays.
Inclusion in exchange trading
It is intended that the Bonds (ISIN: DE000A254NA6 / WKN: A254NA) be included in trading
in the Quotation Board segment of the Open Market of the Frankfurt Stock Exchange. This is
expected to occur on 9 December 2019. It is possible that the inclusion of the Bonds in exchange
trading will be subject to delays.
Terms and features of the Bonds
The terms and features of the Bonds are governed by the Terms and Conditions of the Bonds (the
"Terms and Conditions") contained and set forth in the Company's prospectus (the "Prospectus") approved by the German Federal Financial Supervisory Authority ("BaFin") on 15 November 2019.
The Bonds have the following specific features:
The in total 300,000 Bonds, of which 192,244 are being offered to the public, rank pari passu
among themselves, are in bearer form, have a principal amount of EUR 1,000 each and a maturity
date of 9 December 2024.
The Bonds are governed by German law and constitute bearer bonds within the meaning of section 793 et seq. of the German Civil Code (Bürgerliches Gesetzbuch, "BGB"). The Bonds are
freely transferable.
The Bonds constitute direct, unsubordinated and unsecured obligations of the Issuer ranking pari
passu among themselves and, in the event of the dissolution, liquidation or insolvency of the
Issuer or any proceeding to avoid insolvency of the Issuer, pari passu with all other present and
future unsubordinated and unsecured obligations of the Issuer, save for such obligations which
may be preferred by applicable law.
Holders of the Bonds are entitled to receive interest payments in accordance with the Terms and
Conditions. They also have a conversion right in accordance with the Terms and Conditions.
Interest and repayment
The notional interest rate is 7.5% p.a.
The Bonds will bear interest from 9 December 2019 (inclusive) (the "Dated Date") until 9 December 2024 (exclusive). Interest is payable annually in arrears on 9 December of each year,
starting on 9 December 2020.
Upon exercise of the conversion right in accordance with section 8 of the Terms and Conditions,
the Bonds cease to bear interest at the end of the day immediately preceding the final interest
payment date prior to the relevant conversion date under section 8 of the Terms and Conditions.
If the relevant conversion date falls before the first interest payment date, the Bonds will not pay
any interest.
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If the Bonds are redeemed, they will cease to bear interest from the end of the day immediately
preceding the due date for redemption. If the Issuer fails to redeem the Bonds when due, interest
will continue to accrue on the principal amount of such Bonds until the end of the day immediately
preceding the date on which such Bonds are actually redeemed. In this case, the applicable rate
of interest as from the due date for redemption will correspond to the statutory default rate of
interest established by German law.
The Company will redeem the Bonds on 9 December 2024 ("Maturity Date") by paying 105%
of the principal amount of each Bond, unless the Bonds were redeemed, converted or repurchased
and retired prior to then. The repayment of 105% of the principal amount applies only in the event
of redemption on the above Maturity Date at the end of the bond term. An accreted principal
amount may be relevant on certain conditions subject to the Terms and Conditions in the case of
early redemption, namely in the event of redemption by the Issuer in accordance with section 5(b)
or section 5(c) of the Terms and Conditions and in the event of termination by the bondholder in
accordance with section 11(a)(iv) of the Terms and Conditions (change of control) or section
11(c)(iv) of the Terms and Conditions (merger). The accreted principal amount is determined by
the calculation agent such that, together with the interest that has accrued up to the relevant date,
a bondholder receives a yield of 8.5% per annum (principal, excluding compound interest) on the
principal amount of the Bonds. There will be no such accretion in the event of termination by the
bondholder pursuant to section 13 of the Terms and Conditions. Instead, in the event of valid
termination pursuant to section 13 of the Terms and Conditions, the bondholder is only entitled
to have the Bonds redeemed at 100% of the principal amount, plus any interest that has accrued
up until but not including the date of redemption. Similarly, if the Bonds are converted, 100% of
the principal amount of the Bonds (and not 105% of the principal amount) will be used as the
basis for calculating the conversion ratio.
Conversion right
The Bonds give the relevant bondholder the right, subject to section 8 of the Terms and Conditions, to convert each whole (not partial) Bond held into no-par value ordinary registered shares
of the Issuer, each such share representing a notional interest in the share capital of EUR 1.00 and
carrying full dividend rights from the financial year in which they are issued, for the conversion
price. The Bonds may be converted on any business day during any conversion period.
For the purposes of the Terms and Conditions, the conversion period means each of the following
periods:
(i)

the period, in each case, from and including the first business day following the day of the
Issuer's Annual General Meeting of the years 2021, 2022, 2023 and 2024 to and including
the tenth business day following the day of the Issuer's respective Annual General Meeting,
i.e., for the first time, the period from the first to the tenth business day following the Issuer's Annual General Meeting held in 2021;

(ii)

the period, in each case, from and including the first business day following the day of the
publication of the Issuer's semi-annual report of the years 2021, 2022, 2023 and 2024 to
and including the tenth business day following the day of the publication of the Issuer's
respective semi-annual report, i.e., for the first time, the period from the first to the tenth
business day following the publication of the Issuer's semi-annual report 2021;

(iii)

if the Bonds are redeemed by the Issuer in accordance with section 5(b) or section 5(c) of
the Terms and Conditions, the period from and including the first business day following
the day of the publication of the notice of early redemption to and including the fifth business day prior to the redemption date.
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If the last day of a conversion period falls within an excluded period, such conversion period ends
on the last business day prior to the beginning of this excluded period.
In this context, excluded period means each of the following periods: (i) in connection with any
shareholders' meeting of the Issuer, the period from and including the fifth business day prior to
the last day for notification of participation (Anmeldung) in the shareholders' meeting to but excluding the business day following such shareholders' meeting; (ii) a period of 14 days ending on
the last day of the financial year of the Issuer; and (iii) a period commencing on the day on which
an offer by the Issuer to its shareholders to subscribe for shares, warrants on shares held in treasury
or to subscribe for bonds with conversion or option rights or conversion or option obligations or
profit participation rights with conversion or option rights or conversion or option obligations to
shares (x) is announced in an ad-hoc disclosure, (y) is published in an official journal designated
by a German stock exchange where the ordinary shares are admitted to trading, or (z) is published
in the German Federal Gazette (Bundesanzeiger) (whichever is earlier), and ending on the last
day of the Subscription Period (both dates inclusive); and (iv) in connection with any proposed
spin-off (Abspaltung, section 123 (2) of the German Transformation Act (Umwandlungsgesetz,
"UmwG") from the Issuer, the period from and including the 14th business day prior to the date
of publication of the spin-off report to and including the ex date of the spin-off.
The conversion right may not be exercised by a bondholder if such bondholder has terminated
("declared due") its Bonds in accordance with section 11(a)(iii), section 11(c)(iii) or section 13 of
the Terms and Conditions.
To exercise the conversion right, the relevant bondholder must deliver at its own expense during
a conversion period to the principal conversion agent via its custodian and the Clearing System a
duly completed and executed conversion notice using a form (as amended from time to time)
obtainable from the principal conversion agent (by fax is sufficient), which must be received by
the principal conversion agent (as defined in section 14(a) of the Terms and Conditions) by 4:00
p.m. on the last day of the respective conversion period at the latest. The conversion notice is
irrevocable and must include the information specified in section 8 of the Terms and Conditions.
The exercise of the conversion right further requires that the Bonds to be converted will be delivered to the principal conversion agent by transferring the Bonds to the account of the principal
conversion agent (book entry transfer or assignment) by 4:00 p.m. on the last day of the conversion period at the latest. The principal conversion agent is authorised to deliver the subscription
notice pursuant to section 198 (1) of the German Stock Corporation Act (Aktiengesetz, "AktG")
on behalf of the bondholders.
The Issuer, upon any exercise of the conversion right, will issue and/or deliver such number of
shares as is equal to the relevant conversion ratio rounded down to the nearest number of whole
shares (as determined by the calculation agent). The shares to be delivered will generally be transferred to the securities account of the bondholder specified in the conversion notice no later than
the fifteenth business day following the relevant conversion date. Until transfer of the shares has
been made, no claims arising from the shares will exist. Any remaining fraction of a share will
not be delivered but will be compensated in cash in an amount equal to the product (rounded to
the nearest full cent, with EUR 0.005 being rounded upwards) of the relevant fraction and the
share price on the trading day immediately preceding the conversion date, as determined by the
calculation agent. In this context (and subject to subparagraphs (B) and (C) of section 8(b)(iv) of
the Terms and Conditions), "conversion date" means the first business day following the day on
which all requirements for the exercise of the conversion right specified in section 8(b)(i) and (ii)
of the Terms and Conditions have been fulfilled, or, if such business day falls within an excluded
period, the first business day after the end of the excluded period, provided that if the first business
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day after the end of the excluded period falls after a conversion period, the conversion right will
not have been validly exercised.
The bondholder is responsible for all taxes or other duties and costs, if any, which may be imposed
in connection with the conversion right.
If and to the extent that the Issuer is unable to issue and/or deliver the new shares following any
conversion and, in addition, does not hold deliverable shares, the Issuer shall pay to the bondholder the cash alternative amount determined by the calculation agent in accordance with section
8(d)(iii) of the Terms and Conditions in lieu of delivery of the shares. The cash alternative amount
is the product (rounded to the nearest full cent, with EUR 0.005 being rounded upwards) of the
value of the share (determined on the basis of the arithmetic average of the daily share prices on
each of the trading days during the relevant calculation period) and the number of undeliverable
shares, all as determined by the calculation agent. No interest will be payable with respect to a
cash alternative amount.
The shares in the Issuer to be delivered in the event of conversion will either be derived from any
contingent or authorised capital of the Issuer and will be entitled to profits (to be paid out by way
of dividends), if any, for the then current and all following financial years as from the beginning
of the financial year in which they are issued, and may initially carry a separate securities code if
a dividend for the previous financial year has not been paid yet, or, at the sole discretion of the
Issuer, will be existing shares of the Issuer of the same class as the new shares otherwise to be
delivered out of contingent or authorised capital except for a different dividend entitlement (which
will be no less than the dividend entitlement of the new shares that would have otherwise been
delivered to the relevant bondholder), provided that such delivery of existing shares can be legally
effected and does not impair the rights which the relevant bondholder would otherwise have had,
whereby the Issuer will treat all bondholders on the same conversion date or the same settlement
date equally.
In the event of conversion, the relevant conversion ratio is obtained by dividing the aggregate
principal amount of Bonds delivered by a bondholder for conversion with a single conversion
notice by the conversion price in effect on the relevant conversion date. The relevant conversion
ratio will be determined by the calculation agent in accordance with section 8(b)(iii) of the Terms
and Conditions.
The initial conversion price for the Bonds is EUR 9.90 per share. Based on the initial conversion
price, one Bond (with a principal amount of EUR 1,000) could therefore be converted into 101
no-par value shares of the Issuer. This is equivalent to an initial conversion ratio of 1 : 101.0101.
The conversion price (and thus also the conversion ratio) may change during the term of the
Bonds. In particular, the conversion price may be adjusted in accordance with section 10 of the
Terms and Conditions, which contains anti-dilution provisions in favour of bondholders, particularly in the case of corporate actions and dividend distributions by the Issuer. In addition, the
conversion price may be (temporarily) adjusted in accordance with section 11(b) of the Terms
and Conditions in the event of a change of control at the Issuer within the meaning of section 11
of the Terms and Conditions. The Issuer will give notice in accordance with section 15 of the
Terms and Conditions of any adjustment to the conversion price and/or any other adjustment to
the terms of the conversion right without undue delay.
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Commissions
Investors will not be charged fees either by the Company or the Subscription Agent. Investors
are, however, responsible for the fees charged to them by their custodian bank for purchasing and
holding securities. For example, shareholders who exercise their subscription right will usually
be charged a standard bank commission by their custodian bank for subscribing for the Bonds.
Beneficiaries are urged to make prior inquiries with their custodian bank for details. Neither the
Company nor the Subscription Agent will reimburse fees charged by custodian banks to investors.
Representations and warranties of the investors
Each individual Beneficiary exercising subscription rights hereby represents, warrants and undertakes to the Issuer and the Subscription Agent that, as at the end of the Subscription Period and
as at the date of issue:
a) the Beneficiary has read, understood and accepted the terms of this Rights Offering;
b) the Beneficiary has read, understood and accepted the Terms and Conditions of the
Bonds;
c) the Beneficiary will execute and deliver upon request any other document which the settlement agent or the Issuer deems necessary or expedient to complete the subscription or
settlement; and
d) the Beneficiary is aware of the selling restrictions stated in this Rights Offering and is
acting in compliance with such selling restrictions.
Risk notice, reference to the Prospectus
The acquisition of the Bonds is subject to risk. Before deciding to exercise, purchase or sell any
subscription rights or to purchase or sell Bonds, investors are urged to carefully read the Prospectus relating to the Public Offering of the Bonds, which was reviewed for completeness, consistency and comprehensibility by the German Federal Financial Supervisory Authority (BaFin)
and approved by it on 15 November 2019, and is published on the Company's website at
http://www.preos.de. Investors should particularly take note of the risks described in section XVI
of the Prospectus ("Risk Factors") and consider this information when making their decision.
Selling restrictions
The Bonds will only be offered to the public in the Federal Republic of Germany.
The Rights Offering will be carried out solely in accordance with German law. It will be announced in the Federal Gazette in accordance with the relevant statutory provisions in conjunction
with the Company's articles of association. There are no plans to publish further notices or seek
registration, admission or approval from or with any other agencies outside the Federal Republic
of Germany for the Bonds, the shares to be delivered if the Bonds are converted, the subscription
rights (including the Over-subscription Option) or the Rights Offering. The announcement of the
Rights Offering is made solely in order to comply with mandatory statutory provisions in the
Federal Republic of Germany and is not intended to be in aid of the submission or publication of
the Rights Offering in accordance with the laws of jurisdictions other than the Federal Republic
of Germany, nor any public promotion of the Rights Offering falling under the laws of jurisdictions other than the Federal Republic of Germany.
Any publication, delivery, distribution or reproduction of the Rights Offering or a summary or
any other description of the terms contained in the Rights Offering may be subject to restrictions
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in foreign jurisdictions. The Rights Offering may not be either directly or indirectly published,
delivered, distributed or reproduced in foreign jurisdictions by third parties if such action is prohibited under the applicable laws or contingent upon compliance with regulatory procedures or
the issue of an approval. The same applies to any summary or other description of the terms
contained in this Rights Offering. The Company gives no assurance that the publication, delivery,
distribution or reproduction of the Rights Offering outside the Federal Republic of Germany will
be compatible with the relevant laws.
Acceptance of this offer outside the Federal Republic of Germany may be subject to restrictions.
Persons who intend to accept the offer outside the Federal Republic of Germany are urged to seek
information about the restrictions in place outside the Federal Republic of Germany.
No public offering will be made outside the Federal Republic of Germany, specifically not in the
United States of America, Japan, Canada, New Zealand or Australia. The Bonds and the subscription rights are not intended to be publicly offered to any person in the United States of America,
Japan, Canada, New Zealand or Australia. This document is therefore not intended for persons
from the United States of America, Japan, Canada, New Zealand or Australia.
European Economic Area
Outside the Federal Republic of Germany, the Rights Offering may only be forwarded to qualified
investors within the meaning of Article 2(e) of Regulation (EU) 2017/1129 in member states of
the European Economic Area. Additional national restrictions may apply. For Beneficiaries domiciled in foreign states, custodian banks are therefore advised to seek information about the restrictions applicable outside the Federal Republic of Germany. The Company and the Subscription Agent do not assume any responsibility for the Rights Offering being compatible with foreign
laws or for the dissemination of the Rights Offering or the offer or sale of subscription rights and
the Bonds in those countries.
United States of America
This document constitutes neither an offer to sell nor an offer or invitation to purchase or to submit
an offer to purchase or subscribe for securities in the United States of America or to U.S. persons.
The Bonds, the shares to be delivered in the event of a conversion and the subscription rights are
not and will not be registered under the United States Securities Act of 1933 (as amended) (Securities Act) or the securities laws of individual U.S. states.
The Bonds, the shares to be delivered in the event of a conversion and the subscription rights may
not be offered, exercised, sold, pledged, transferred or delivered (directly or indirectly) in or
within the United States of America or to or for the account or benefit of any U.S. Person (as
defined in Regulation S under the Securities Act), unless this is done after appropriate registration
or pursuant to an exception to or exemption from the registration requirements of the Securities
Act, or in a transaction that is not subject to the registration requirements of the Securities Act,
and, in any event, it is in accordance with the applicable securities laws of the relevant individual
U.S. state.
Japan, Canada, New Zealand and Australia
The Rights Offering is not intended for Beneficiaries in Japan, Canada, New Zealand or Australia.
The Rights Offering and all other documents relating to the exercise of subscription rights may
not be sent by post or by other means to Japan, Canada, New Zealand or Australia, and the Bonds
and subscription rights may not be sold to persons in those countries either.
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Important information
The Company may terminate the Rights Offering at any time, including after the expiry of the
Subscription Period and before the delivery of the Bonds. Termination may be considered, in
particular, if the Subscription Agent terminates or rescinds the engagement letter, which it is entitled to do in certain circumstances. These circumstances include, in particular, material adverse
changes in the Company's business performance, financial condition or results of operations, material adverse changes in national or international financial, political or economic framework conditions or material restrictions on exchange trading or banking operations as well as where the
execution of the capital market transaction does not appear to be advisable or not reasonable or
practicable.
Any termination will also apply to subscription rights that have already been exercised. In the
event of such termination, the Rights Offering will not take place and the Subscription Agent shall
be entitled to terminate the Rights Offering. In such case, the subscription orders of the Beneficiaries will be reversed and the amounts already paid for the Subscription Price will be refunded
unless they were transferred by the Subscription Agent to the Issuer. In respect of any such
amounts, the Subscription Agent hereby assigns its claim against the Issuer for repayment of the
cash contribution paid in respect of the Bonds or for delivery of the Bonds pro rata to the Beneficiaries accepting the Rights Offering in lieu of performance. The Beneficiaries accept said assignment upon accepting the Rights Offering. Such repayment/compensation claims are generally
unsecured. In such case, the Beneficiaries would be at risk of not being able to enforce their
repayment/compensation claims. Investors incurring costs as a result of having exercised or purchased subscription rights would suffer a loss in this case. If short sales were made before the
Bonds are transferred to the securities account of the respective purchaser, the seller alone shall
bear the risk of being unable to cover such short sales through the timely delivery of Bonds.
The offer cannot be revoked once the Bonds have been included in trading on the Open Market
of the Frankfurt Stock Exchange.
Publication of the Prospectus
After reviewing the completeness of the Prospectus, including a review of its consistency and
comprehensibility in accordance with Article 20 of Regulation (EU) 2017/1129, the German Federal Financial Supervisory Authority, in its capacity as the competent authority for the Federal
Republic of Germany, approved the Prospectus on 15 November 2019 insofar as it relates to the
Public Offering of the Bonds, and the Prospectus was published in the "Investor Relations" section
of the Company's website at www.preos.de. Any future supplements to the Prospectus will also
be published there. Printed copies of the Prospectus and any supplements are available free of
charge from the Company at the following address: PREOS Real Estate AG, Landsteinerstraße
6, 04103 Leipzig.
Leipzig, November 2019
PREOS Real Estate AG
The Executive Board"
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XX. TERMS AND CONDITIONS OF THE BONDS

PREOS Real Estate AG
Leipzig
Wandelanleihe 2019/2024
Convertible Bond 2019/2024

Bedingungen der Wandelschuldverschreibungen
(die "Anleihebedingungen")

Terms and Conditions of the Convertible Bonds
(the "Terms and Conditions")

Die deutsche Version dieser Anleihebedingungen ist
bindend. Die englische Übersetzung dient nur zu Informationszwecken.

The German text of these Terms and Conditions is
binding. The English translation is for information purposes only.

§1

§1

Definitionen

Definitions

In diesen Anleihebedingungen haben die folgenden
Begriffe die ihnen nachfolgend zugewiesenen
Bedeutungen:

In these Terms and Conditions the following terms will
have the following meanings:

(a)

(a)

Allgemeine Definitionen

General Definitions

"AktG" bezeichnet das Aktiengesetz in seiner
jeweils gültigen Fassung.

"AktG" means the German Stock Corporation
Act (Aktiengesetz) as amended from time to
time.

"Aktienkurs" an einem Handelstag ist

"Share Price" on any Trading Day means

(i) der volumengewichtete durchschnittliche
Kurs für die Stammaktie an dem Relevanten Markt an dem betreffenden Handelstag, wie er auf der Bloomberg Bildschirmseite HP für die Stammaktie (Einstellung
"Weighted Average Line") in dem Bloomberg Informationssystem (oder auf einer
Nachfolgeseite bzw. unter einer NachfolgeEinstellung) angezeigt wird, bzw.

(i) the volume-weighted average price of the
Ordinary Share on the Relevant Market on
the relevant Trading Day as appearing on
Bloomberg screen page HP in respect of
the Ordinary Share (setting "Weighted Average Line") on the Bloomberg information
system (or any successor screen page or
setting), or

(ii) falls
kein
volumengewichteter
durchschnittlicher Kurs für die Stammaktie
von dem Bloomberg Informationssystem
wie in dem vorstehenden Absatz (i)
beschrieben erhältlich ist, der volumengewichtete durchschnittliche Kurs für
die Stammaktie an dem Relevanten Markt
an dem betreffenden Handelstag, wie er
von dem Relevanten Markt (oder einer anderen, von einem Unabhängigen Sachverständigen festgelegten, adäquaten
Quelle) hergeleitet wird, bzw.

(ii) if no volume-weighted average price of the
Ordinary Share is available from the
Bloomberg information system as described in clause (i) above, the volumeweighted average price of the Ordinary
Share on the Relevant Market on the relevant Trading Day as derived from such Relevant Market (or other appropriate source
as determined by an Independent Expert),
or

(iii) falls
der
volumengewichtete
durchschnittliche Kurs für die Stammaktie
so nicht festgestellt werden kann, der an
dem Relevanten Markt veröffentlichte

(iii) if no volume-weighted average price of the
Ordinary Share can be so determined, the
official closing price (Börsenschlusskurs) of
the Ordinary Share on the relevant Trading
Day as reported on the Relevant Market, or
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Börsenschlusskurs für die Stammaktie an
dem betreffenden Handelstag, bzw.
(iv) falls der Börsenschlusskurs für die Stammaktie so nicht festgestellt werden kann,
der letzte veröffentlichte Kurs der Stammaktie an dem Relevanten Markt am betreffenden Handelstag, bzw.

(iv) if no such official closing price of the Ordinary Share can be so determined, the last
reported official quotation of the Ordinary
Share on the Relevant Market on the relevant Trading Day, or

(v) falls der Aktienkurs nicht gemäß den vorstehenden Absätzen (i) bis (iv) festgestellt
werden kann, den von einem Unabhängigen Sachverständigen auf der Basis solcher Notierungen oder anderer Informationen, die dieser Unabhängige Sachverständige für maßgeblich hält, festgelegten Aktienkurs; diese Festlegung ist abschließend. Falls die Feststellung des Aktienkurses aufgegeben wird, bezieht sich der
Begriff Aktienkurs in diesen Anleihebedingungen auf einen Kurs, der den Aktienkurs (x) kraft Gesetzes oder (y) aufgrund
einer allgemein anerkannten Marktpraxis
ersetzt.

(v) if the Share Price cannot be determined in
accordance with clauses (i) to (iv) above,
the Share Price as determined by an Independent Expert on the basis of such quotations or other information as such Independent Expert considers appropriate; any
such determination will be conclusive. Any
reference in these Terms and Conditions to
the Share Price will include, if the reporting
of the Share Price is discontinued, a reference to a quotation which replaces the
Share Price (x) by operation of law or (y) on
the basis of generally accepted market
practice.

"Anleihebedingungen" bezeichnet diese Bedingungen der Schuldverschreibungen.

"Terms and Conditions" means these terms
and conditions of the Bonds.

"Anleihegläubiger" bezeichnet den Inhaber
eines Miteigentumsanteils oder ähnlichen
Rechts an der Globalurkunde.

"Bondholder" means the holder of a co-ownership interest or similar right in the Global Bond.

"Berechnungsstelle" hat die in § 14(a) festgelegte Bedeutung.

"Calculation Agent" has the meaning set out
in § 14(a).

"Berechnungszeitraum"
bezeichnet
für
Zwecke der Bestimmung des Barausgleichsbetrags den Zeitraum von 10 aufeinander folgenden Handelstagen, der an dem zweiten
Handelstag beginnt, der auf den Referenztag
folgt, wobei "Referenztag" den folgenden Tag
bezeichnet:
(i) den
BarausgleichsoptionAusübungstag, wenn die Anzahl von Nichtlieferbaren Lieferaktien gleich dem Maßgeblichen Wandlungsverhältnis ist, (ii) ansonsten
den Vorgesehenen Liefertag der Lieferaktien,
die die Emittentin bei Wandlung zu begeben
und/oder zu liefern imstande ist.

"Calculation Period" means, for purposes of
the determination of the Cash Alternative
Amount, the period of 10 consecutive Trading
Days commencing on the second Trading Day
after the Reference Date, where "Reference
Date" means the following day: (i) the relevant
Cash Alternative Election Exercise Date if the
Number of Undeliverable Settlement Shares is
equal to the Relevant Conversion Ratio, (ii) otherwise the Scheduled Settlement Date of the
Settlement Shares that the Issuer is able to issue and/or deliver in respect of the relevant exercise of Conversion Rights.

"Clearingsystem" bezeichnet die Clearstream
Banking AG, Frankfurt am Main ("Clearstream
Frankfurt") oder jeden Funktionsnachfolger.

"Clearing System" means Clearstream Banking AG, Frankfurt am Main ("Clearstream
Frankfurt") or any successor in such capacity.

"Depotbank" ist ein Bank- oder sonstiges Finanzinstitut, bei dem der Anleihegläubiger
Schuldverschreibungen auf einem Wertpapierdepotkonto verwahren lässt und das ein
Konto bei dem Clearingsystem hat, und
schließt Clearstream Frankfurt ein.

"Custodian" means any bank or other financial
institution with which the Bondholder maintains
a securities account in respect of any Bonds
and having an account maintained with the
Clearing System and includes Clearstream
Frankfurt.

"Emittentin" ist die PREOS Real Estate AG
(Leipzig).

"Issuer" means PREOS Real Estate AG (Leipzig).
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"Endfälligkeitstag" ist der 9. Dezember 2024.

"Maturity Date" means 9 December 2024.

"Festgelegter Nennbetrag" hat die in § 2(a)
festgelegte Bedeutung.

"Principal Amount" has the meaning set out in
§ 2(a).

"Finanzverbindlichkeit" bezeichnet (unter
Ausschluss einer Doppelberücksichtigung) alle
Verbindlichkeiten
(ausgenommen
solche
gegenüber anderen Mitgliedern der Gruppe) für
oder in Bezug auf (i) die Aufnahme von Darlehen, (ii) Verpflichtungen unter Schuldverschreibungen, Schuldscheinen oder ähnlichen Schuldtiteln, (iii) die Hauptverpflichtung
aus Akzept-, Wechseldiskont- und ähnlichen
Krediten, (iv) veräußerte oder diskontierte
Forderungen (mit Ausnahme von Forderungen,
die regresslos verkauft werden), (v) die Aufnahme von Beträgen im Rahmen anderer
Transaktionen (einschließlich Terminverkauf
oder -kauf), die wirtschaftlich einer Kreditaufnahme gleichkommen, (vi) Verpflichtungen unter Finanzierungsleasing und Sale und Leaseback Vereinbarungen, (vii) einen Aufwendungsersatzanspruch in Bezug auf eine
Bürgschaft, eine Freistellungsverpflichtung,
eine Garantie, ein Standby- oder Dokumentenakkreditiv oder ein anderes von einer Bank
oder einem Finanzinstitut ausgestelltes Instrument; und (viii) Verbindlichkeiten aus einer Garantie, Bürgschaft oder Freistellungsverpflichtung in Bezug auf Verbindlichkeiten der in den
vorstehenden Absätzen (i) bis (vii) genannten
Art.

"Financial Indebtedness" means (without duplication) any indebtedness (excluding any indebtedness owed to another member of the
Group) for or in respect of (i) borrowed money,
(ii) obligations evidenced by bonds, debentures, notes or other similar instruments, (iii) the
principal component of obligations in respect of
letters of credit, bankers' acceptances and similar instruments, (iv) receivables sold or discounted (other than any receivables to the extend they are sold on a non-recourse basis); (v)
any amount raised under any other transaction
(including any forward sale or purchase agreement) having the commercial effect of a borrowing; (vi) capitalized lease obligations and attributable indebtedness related to sale/leaseback transactions; (vii) any counter-indemnity
obligation in respect of a guarantee, indemnity,
bond, standby or documentary letter of credit or
any other instrument issued by a bank or financial institution; and (viii) the amount of any liability in respect of any guarantee or indemnity
for any of the items referred to in paragraphs (i)
to (vii) above.

"Geschäftsjahr"
bezeichnet
das
satzungsmäßige Geschäftsjahr der Emittentin.

"Financial Year" means the financial year as
set out in the articles of association of the Issuer.

"Geschäftstag" ist jeder Tag (außer einem
Samstag oder Sonntag), an dem (a)(i) das
Trans-European Automated Real-time Grosssettlement Express Transfer System (TARGET2) und (ii) das Clearingsystem Zahlungen
abwickeln, und (b) Geschäftsbanken und Devisenmärkte in Frankfurt am Main geöffnet sind.

"Business Day" means each day (other than a
Saturday or Sunday) on which (a)(i) the TransEuropean Automated Real-time Gross-settlement Express Transfer System (TARGET2)
and (ii) the Clearing System settle payments,
and (b) commercial banks and foreign exchange markets in Frankfurt am Main are open
for business.

"Globalurkunde" hat die in § 2(b) festgelegte
Bedeutung.

"Global Bond" has the meaning set out in
§ 2(b).

"Gruppe" bezeichnet die Emittentin und alle
ihre direkten und indirekten gegenwärtig und
zukünftig zu konsolidierenden Tochtergesellschaften.

"Group" means the Issuer and all of its direct
or indirect Subsidiaries that are presently or in
the future consolidated by it.

"Handelstag" bezeichnet

"Trading Day" means,

(i) für Zwecke der Bestimmung des Aktienkurses jeden Tag, an dem der Relevante
Markt für die Stammaktien für den Handel
geöffnet ist und Aktienkurse gemäß den
Absätzen (i) bis (iv) der Definition dieses
Begriffs ermittelt werden können; bzw.

(i) for purposes of the determination of the
Share Price, each day on which the Relevant Market for the Ordinary Shares is open
for business and the Share Price can be
determined in accordance with clauses
(i) to (iv) of the definition of such term; or
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(ii) für Zwecke der Bestimmung eines Wertpapierkurses jeden Tag, an dem der Relevante Markt für andere Wertpapiere,
Rechte oder sonstige Vermögensgegenstände für den Handel geöffnet ist und
Wertpapierkurse gemäß den Absätzen
(i) bis (iii) der Definition dieses Begriffs ermittelt werden können.

(ii) for purposes of the determination of any
Security Price, each day on which the Relevant Market for any other securities, rights
or other assets is open for business and
Security Prices can be determined in accordance with clauses (i) to (iii) of the definition of such term.

"Hauptwandlungsstelle" hat die in § 14(a)
festgelegte Bedeutung.

"Principal Conversion Agent" has the meaning set out in § 14(a).

"Hauptzahlstelle" hat die in § 14(a) festgelegte
Bedeutung.

"Principal Paying Agent" has the meaning set
out in § 14(a).

"Kapitalmarktverbindlichkeit"
§ 3(b) festgelegte Bedeutung.

in

"Capital Markets Indebtedness" has the
meaning set out in § 3(b).

"Kündigungsgrund" hat die in § 13(a) festgelegte Bedeutung.

"Event of Default" has the meaning set out in
§ 13(a).

"Relevanter Markt" bezeichnet

"Relevant Market" means

(i) im Fall der Stammaktie, XETRA oder, falls
die Stammaktie im betreffenden Zeitpunkt
nicht mehr in XETRA gehandelt wird, eine
andere Wertpapierbörse oder einen anderen Wertpapier-Markt, an der bzw. dem
die Stammaktie im betreffenden Zeitpunkt
hauptsächlich gehandelt wird;

(i) in the case of the Ordinary Share, XETRA,
or if at the relevant time the Ordinary Share
is no longer traded on XETRA, such other
stock exchange or securities market on
which the Ordinary Share is mainly traded
at the relevant time; and

(ii) im Fall anderer Wertpapiere, Rechte oder
sonstiger Vermögensgegenstände, eine
andere Wertpapierbörse oder einen anderen Wertpapier-Markt, an der bzw. dem
die Wertpapiere, Rechte oder sonstigen
Vermögensgegenstände im betreffenden
Zeitpunkt hauptsächlich gehandelt werden.

(ii) in the case of any other securities, rights or
other assets, such stock exchange or securities market on which such other securities, rights or other assets are mainly
traded at the relevant time.

"Rückzahlungstag" bezeichnet den jeweils
von der Emittentin in der Mitteilung gemäß
§ 5(b) oder § 5(c) für die Rückzahlung festgelegten Tag, der ein Geschäftstag sein muss.
Fällt der von der Emittentin in der Mitteilung für
die Rückzahlung festgelegte Tag jedoch in
einen
Ausschlusszeitraum,
so
ist
"Rückzahlungstag" der Tag, der zehn Geschäftstage nach dem Ende des betreffenden
Ausschlusszeitraums liegt.

"Redemption Date" means the date fixed for
redemption in the Issuer's notice in accordance
with § 5(b) or § 5(c), which must be a Business
Day. However, if the date fixed for redemption
in the Issuer's notice falls within an Excluded
Period, then the "Redemption Date" will be the
day falling ten Business Days after the end of
such Excluded Period.

Der Rückzahlungstag darf nicht später als der
Endfälligkeitstag liegen.

The Redemption Date will not occur later than
the Maturity Date.

"Schuldverschreibungen" und "Schuldverschreibung" haben die in § 2(a) festgelegten
Bedeutungen.

"Bonds" and "Bond" have the meanings set
out in § 2(a).

"Sicherungsrecht" hat die in § 3(b) festgelegte
Bedeutung.

"Security Interest" has the meaning set out in
§ 3(b).

"Stammaktie" bezeichnet die auf den Namen
lautende Stammaktie ohne Nennbetrag

"Ordinary Share" means the no par value ordinary registered share of the Issuer,
ISIN DE000A2LQ850.

hat

die
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(Stückaktie)
der
ISIN DE000A2LQ850.

(b)

Emittentin,

"Tochtergesellschaft" ist jede Gesellschaft,
an der die Anleiheschuldnerin direkt oder indirekt mehr als 20 % der Anteile hält.

"Subsidiary" means any company in which the
Issuer directly or indirectly holds more than
20% of the shares.

"UmwG" bezeichnet das Umwandlungsgesetz
in seiner jeweils gültigen Fassung.

"UmwG" means the German Transformation
Act (Umwandlungsgesetz) as amended from
time to time.

"Unabhängiger Sachverständiger" bezeichnet eine unabhängige anerkannte Bank oder
einen unabhängigen Finanzberater mit einschlägiger Expertise, die bzw. der von der Emittentin auf eigene Kosten bestellt wird, wobei die
Berechnungsstelle der Unabhängige Sachverständige sein kann.

"Independent Expert" means an independent
bank of standing or an independent financial
adviser with relevant expertise appointed by the
Issuer at its own expense, which may be the
Calculation Agent.

"Vereinigte Staaten" bezeichnet die Vereinigten Staaten von Amerika (einschließlich deren
Bundesstaaten und des District of Columbia)
sowie deren Territorien (einschließlich Puerto
Rico, der U.S. Virgin Islands, Guam, American
Samoa, Wake Island und Northern Mariana Islands).

"United States" means the United States of
America (including the States thereof and the
District of Columbia) and its possessions (including Puerto Rico, the U.S. Virgin Islands,
Guam, American Samoa, Wake Island and
Northern Mariana Islands).

"Verwaltungsstellen" hat die in § 14(a) festgelegte Bedeutung.

"Agents" has the meaning set out in § 14(a).

"Wandlungsstellen" hat die in § 14(a) festgelegte Bedeutung.

"Conversion Agents" has the meaning set out
in § 14(a).

"WpÜG" bezeichnet das Wertpapiererwerbsund Übernahmegesetz in seiner jeweils gültigen Fassung.

"WpÜG" means the German Securities Acquisition and Take-Over Act (Wertpapiererwerbsund Übernahmegesetz) as amended from time
to time.

"XETRA" bezeichnet das elektronische XETRA
Handelssystem der Deutsche Börse AG oder
dessen Rechts- oder Funktionsnachfolger.

"XETRA" means the electronic XETRA trading
system of Deutsche Börse AG or any legal or
functional successor thereto.

"Zahlstellen" hat die in § 14(a) festgelegte
Bedeutung.

"Paying Agents" has the meaning set out in
§ 14(a).

"Zinszahlungstag" bezeichnet den 9. Dezember eines jeden Jahres, erstmals den 9.
Dezember 2020.

"Interest Payment Date" means 9 December
in each year, commencing on 9 December
2020.

Einzelne Definitionen bezüglich Wandlung

(b)

Certain Definitions relating to conversion

"Ausschlusszeitraum" hat die in § 8(a) festgelegte Bedeutung.

"Excluded Period" has the meaning set out in
§ 8(a).

"Lieferaktien" bezeichnet die in § 9(a)
beschriebenen, auf den Namen lautenden
Stammaktien ohne Nennbetrag (Stückaktie)
der Emittentin.

"Settlement Shares" means no par value ordinary registered shares of the Issuer described
in § 9(a).

"Liefertag" bezeichnet den Tag, an dem die
Emittentin die betreffenden Lieferaktien nach
Maßgabe dieser Anleihebedingungen liefert.

"Settlement Date" means the date on which
the Issuer delivers the relevant Settlement
Shares in accordance with these Terms and
Conditions.
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(c)

"Maßgebliches Wandlungsverhältnis" bezeichnet das Ergebnis (ohne Rundung und einschließlich Bruchteilen von Lieferaktien) aus
der Division (a) des gesamten Festgelegten
Nennbetrags der von einem Anleihegläubiger
mit einer einzelnen Wandlungserklärung zur
Wandlung eingereichten Schuldverschreibungen (b) durch den an dem betreffenden
Wandlungstag maßgeblichen Wandlungspreis
(vorbehaltlich etwaiger nachfolgender Anpassungen des Wandlungspreises gemäß § 10).
Das Maßgebliche Wandlungsverhältnis wird
von der Berechnungsstelle gemäß § 8(b)(iii)
berechnet.

"Relevant Conversion Ratio" means the result (without rounding and including fractions of
Settlement Shares) of the division of (a) the aggregate Principal Amount of Bonds delivered by
a Bondholder for conversion with a single Conversion Notice by (b) the Conversion Price in
effect on the relevant Conversion Date (subject
to any subsequent Conversion Price adjustment in accordance with § 10). The Relevant
Conversion Ratio will be determined by the Calculation Agent in accordance with § 8(b)(iii).

"Vorgesehener Liefertag" bezeichnet den
fünfzehnten Geschäftstag nach dem betreffenden Wandlungstag.

"Scheduled Settlement Date" means the fifteenth Business Day following the relevant
Conversion Date.

"Wandlungserklärung" hat die in § 8(b)(i) festgelegte Bedeutung.

"Conversion Notice" has the meaning set out
in § 8(b)(i).

"Wandlungspreis" bezeichnet anfänglich
€ 9,90, wobei dieser Betrag nach Maßgabe dieser Anleihebedingungen von Zeit zu Zeit ggf.
angepasst wird.

"Conversion Price" means initially € 9.90,
which amount is subject to adjustment from
time to time in accordance with these Terms
and Conditions.

"Wandlungsrecht" hat die in § 8(a)(i) festgelegte Bedeutung.

"Conversion Right" has the meaning set out in
§ 8(a)(i).

"Wandlungstag" hat die in § 8(b)(iv) festgelegte Bedeutung.

"Conversion Date" has the meaning set out in
§ 8(b)(iv).

"Wandlungsverhältnis"
bezeichnet
das
Ergebnis (ohne Rundung und einschließlich
Bruchteilen von Lieferaktien) aus der Division
(a) des Festgelegten Nennbetrags der Schuldverschreibungen (b) durch den an dem betreffenden Tag maßgeblichen Wandlungspreis
(vorbehaltlich etwaiger nachfolgender Anpassungen des Wandlungspreises gemäß § 10).

"Conversion Ratio" means the result (without
rounding and including fractions of Settlement
Shares) of the division of (a) the Principal
Amount of the Bonds by (b) the Conversion
Price in effect on the relevant day (subject to
any subsequent Conversion Price adjustment
in accordance with § 10).

"Wandlungszeitraum" hat die in § 8(a) festgelegte Bedeutung.

"Conversion Period" has the meaning set out
in § 8(a).

Definitionen bezüglich Barzahlung anstatt
Lieferung von Lieferaktien im Ausnahmefall

(c)

Definitions relating to Cash payment in lieu of
delivery of Settlement Shares in exceptional circumstances

"Aktueller Marktwert" hat die in § 8(d)(iii) festgelegte Bedeutung.

"Current Market Value" has the meaning set
out in § 8(d)(iii).

"Anzahl von Nichtlieferbaren Lieferaktien"
hat die in § 8(d)(iii) festgelegte Bedeutung.

"Number of Undeliverable Settlement
Shares" has the meaning set out in § 8(d)(iii).

"Barausgleichsbetrag" hat die in § 8(d)(iii)
festgelegte Bedeutung.

"Cash Alternative Amount" has the meaning
set out in § 8(d)(iii).

"Barausgleichsoption-Ausübungserklärung" hat die in § 8(d)(ii) festgelegte
Bedeutung.

"Cash Alternative Election Notice" has the
meaning set out in § 8(d)(ii).
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"Barausgleichsoption-Ausübungstag"
die in § 8(d)(iii) festgelegte Bedeutung.
(d)

(e)

hat

Definitionen bezüglich Anpassung des Wandlungspreises

"Cash Alternative Election Exercise Date"
has the meaning set out in § 8(d)(iii).
(d)

Definitions relating to Adjustment of the Conversion Price

"Angemessener Marktwert" hat die in § 10(o)
festgelegte Bedeutung.

"Fair Market Value" has the meaning set out in
§ 10(o).

"Anpassungstag" hat die in § 10(l) festgelegte
Bedeutung.

"Adjustment Date" has the meaning set out in
§ 10(l).

"Bardividende" hat die in § 10(o) festgelegte
Bedeutung.

"Cash Dividend" has the meaning set out in
§ 10(o).

"Durchschnittlicher Marktpreis" hat die in
§ 10(o) festgelegte Bedeutung.

"Average Market Price" has the meaning set
out in § 10(o).

"EUREX" bezeichnet die EUREX Deutschland
oder ihre etwaige Rechts- oder Funktionsnachfolgerin.

"EUREX" means EUREX Deutschland or any
legal or functional successor thereof.

"Ex-Tag" hat
Bedeutung.

"Ex Date" has the meaning set out in § 10(o).

die

in

§ 10(o)

festgelegte

"Maßgeblicher Wechselkurs" hat die in
§ 10(o) festgelegte Bedeutung.

"Relevant FX Rate" has the meaning set out in
§ 10(o).

"Scrip Dividende" hat die in § 10(o) festgelegte Bedeutung.

"Scrip Dividend" has the meaning set out in
§ 10(o).

"Sonstige Wertpapiere" hat die in § 10(c) festgelegte Bedeutung.

"Other Securities" has the meaning set out in
§ 10(c).

"Spaltungsaktien" hat die in § 10(o) festgelegte Bedeutung.

"Spin-off Shares" has the meaning set out in
§ 10(o).

"Stichtag" hat die in § 10(o) festgelegte
Bedeutung.

"Record Date" has the meaning set out in
§ 10(o).

"Verkaufsoptionswert" hat die in § 10(o) festgelegte Bedeutung.

"Put Option Value" has the meaning set out in
§ 10(o).

"Wertpapierkurs" hat die in § 10(o) festgelegte
Bedeutung.

"Security Price" has the meaning set out in
§ 10(o).

Definitionen bezüglich Kontrollwechsel, Übertragende Verschmelzung

(e)

Definitions relating to Change of Control,
Transferring Merger

"Kontrollwechsel" hat die in § 11(d) festgelegte Bedeutung.

"Change of Control" has the meaning set out
in § 11(d).

"Kontrollwechselstichtag" hat die in § 11(d)
festgelegte Bedeutung.

"Change of Control Record Date" has the
meaning set out in § 11(d).

"Übertragende Verschmelzung" hat die in
§ 11(d) festgelegte Bedeutung.

"Transferring Merger" has the meaning set
out in § 11(d).

"Verschmelzungsstichtag" hat die in § 11(d)
festgelegte Bedeutung.

"Merger Record Date" has the meaning set out
in § 11(d).
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"Zulässiger Inhaber" hat die in § 11(d) festgelegte Bedeutung.

"Permitted Person" has the meaning set out in
§ 11(d).

§2

Form und Nennbetrag

§2

Form and Denomination

(a)

Die Emission der Emittentin von Wandelschuldverschreibungen im Gesamtnennbetrag von
bis zu

(a)

The issue by the Issuer of convertible bonds in
the aggregate principal amount of up to

(b)

€ 300.000.000,00
(in Worten: Euro dreihundert Millionen),

€ 300,000,000.00
(in words: Euro three hundred million)

ist in untereinander gleichrangige, auf den Inhaber lautende Schuldverschreibungen (die
"Schuldverschreibungen" und jeweils eine
"Schuldverschreibung") im Nennbetrag von
je € 1.000,00 (der "Festgelegte Nennbetrag")
eingeteilt.

is divided into bonds in bearer form with a principal amount of € 1,000.00 (the "Principal
Amount") each, which rank pari passu among
themselves (the "Bonds" and each a "Bond").

Die Schuldverschreibungen sind durch eine
Globalurkunde (die "Globalurkunde") ohne
Zinsscheine verbrieft. Die Globalurkunde trägt
die eigenhändige Unterschrift des Vorstands
der Emittentin in vertretungsberechtigter
Anzahl.

(b)

The Bonds are represented by a global bond
(the "Global Bond") without interest coupons.
The Global Bond will be signed manually by (a)
member(s) of the Issuer’s management board
authorised to represent the Issuer.

Einzelurkunden und Zinsscheine werden nicht
ausgegeben. Der Anspruch der Anleihegläubiger auf die physische Herausgabe der
Globalurkunde und die Ausgabe einzelner
Schuldverschreibungen oder Zinsscheine ist
ausgeschlossen.

Definitive Bonds and interest coupons will not
be issued. The Bondholders will have no right
to request physical delivery of the Global Bond
or to require the issue of definitive Bonds or interest coupons.

Die Globalurkunde wird bei Clearstream Frankfurt hinterlegt und solange von Clearstream
Frankfurt verwahrt, bis sämtliche Verbindlichkeiten der Emittentin aus den Schuldverschreibungen erfüllt sind. Die Emittentin
räumt Clearstream Frankfurt ein dauerhaftes,
unwiderrufliches und absolutes Besitzrecht an
der Globalurkunde ein.

The Global Bond will be deposited with Clearstream Frankfurt and will be held by Clearstream Frankfurt until the Issuer has satisfied
and discharged all its obligations under the
Bonds. The Issuer grants Clearstream Frankfurt a permanent, irrevocable and absolute possession right in the Global Bond.

(c)

Den Anleihegläubigern stehen Miteigentumsanteile bzw. Rechte an der Globalurkunde zu,
die nach Maßgabe des anwendbaren Rechts
und der Regeln und Bestimmungen des Clearingsystems übertragen werden können.

(c)

The Bondholders will receive proportional coownership interests or rights in the Global
Bond, which are transferable in accordance
with applicable law and the rules and regulations of the Clearing System.

§3

Status der Schuldverschreibungen; Negativerklärung

§3

Status of the Bonds; Negative Pledge

(a)

Status der Schuldverschreibungen

(a)

Status of the Bonds

Die Schuldverschreibungen begründen direkte,
nicht nachrangige und nicht besicherte
Verbindlichkeiten der Emittentin, die im
gleichen Rang untereinander und, im Fall der
Auflösung, der Liquidation oder der Insolvenz
der Emittentin oder eines der Abwendung der
Insolvenz der Emittentin dienenden Verfahrens, im gleichen Rang mit allen anderen
gegenwärtigen und zukünftigen nicht besicherten und nicht nachrangigen Verbindlichkeiten der Emittentin stehen, mit Ausnahme

The Bonds constitute direct, unsubordinated
and unsecured obligations of the Issuer ranking
pari passu among themselves and, in the event
of the dissolution, liquidation or insolvency of
the Issuer or any proceeding to avoid insolvency of the Issuer, pari passu with all other
present and future unsubordinated and unsecured obligations of the Issuer, save for such
obligations which may be preferred by applicable law.
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von Verbindlichkeiten, die nach geltenden
Rechtsvorschriften vorrangig sind.
(b)

Negativerklärung der Emittentin

(b)

Negative Pledge of the Issuer

Solange noch Kapital- oder Zinsbeträge aus
den Schuldverschreibungen ausstehen, jedoch
nur bis zu dem Zeitpunkt, an dem alle auf die
Schuldverschreibungen gemäß diesen Anleihebedingungen zu zahlenden Beträge an
Kapital und Zinsen dem Clearingsystem zur
Verfügung gestellt worden sind, verpflichtet
sich die Emittentin,

So long as any amounts of interest or principal
remain outstanding under the Bonds, but only
up to the time all amounts payable to Bondholders under the Bonds in accordance with these
Terms and Conditions have been placed at the
disposal of the Clearing System, the Issuer undertakes

kein Grundpfandrecht, Mobiliarpfandrecht,
Pfandrecht oder sonstiges dingliches Sicherungsrecht (jedes ein "Sicherungsrecht") an ihrem/n gesamten gegenwärtigen oder zukünftigen Geschäftsbetrieb, Vermögenswerten oder
Einkünften oder Teilen davon zur Besicherung
einer eigenen oder fremden Kapitalmarktverbindlichkeit oder zur Sicherung einer von der
Emittentin oder einer ihrer Tochtergesellschaften gewährten Garantie oder Freistellung
bezüglich einer Kapitalmarktverbindlichkeit
einer anderen Person zu gewähren oder
bestehen zu lassen,

not to create or permit to subsist any mortgage,
lien, charge, pledge or other form of encumbrance in rem (each a "Security Interest") over
the whole or any part of its present or future undertakings, assets or revenues to secure any
own or third-party Capital Markets Indebtedness or to secure any guarantee or indemnity
given by the Issuer or any of its Subsidiaries in
respect of any Capital Markets Indebtedness of
any other person

ohne zuvor oder gleichzeitig entweder die
Anleihegläubiger gleichrangig und anteilig an
einem solchen Sicherungsrecht zu beteiligen
oder zu Gunsten der Anleihegläubiger ein anderes, gleichwertiges Sicherungsrecht zu
bestellen, welches von einem Unabhängigen
Sachverständigen als gleichwertige Sicherheit
beurteilt wird.

without prior thereto or at the same time letting
the Bondholders either share equally and ratably in such Security Interest or benefit from an
equivalent other Security Interest which will be
approved by an Independent Expert as being
equivalent security.

Die Verpflichtung nach Satz 1 dieses § 3(b)
findet nur auf die Emittentin Anwendung und
findet insbesondere keine Anwendung auf ein
Sicherungsrecht, das von einer Tochtergesellschaft bestellt wird.

The undertaking pursuant to sentence 1 of this
§ 3(b) applies only in relation to the Issuer and
will, in particular, not apply to any Security Interest provided by any Subsidiary.

Die Verpflichtung nach Satz 1 dieses § 3(b)
findet darüber hinaus keine Anwendung auf ein
Sicherungsrecht, das (i) nach dem anzuwendenden Recht zwingend notwendig ist
oder (ii) als Voraussetzung einer staatlichen
Genehmigung erforderlich ist oder (iii) bereits
zum Zeitpunkt des Erwerbs eines Vermögensgegenstandes
an
diesem
Vermögensgegenstand bestand.

The undertaking pursuant to sentence 1 of this
§ 3(b) will also not apply to a Security Interest
which (i) is mandatory according to applicable
laws or (ii) is required as a prerequisite for governmental approvals or (iii) is existing on assets
at the time of the acquisition thereof.

Ein nach diesem § 3(b) zu leistendes Sicherungsrecht kann auch für einen Treuhänder der
Anleihegläubiger bestellt werden.

Any Security Interest which is to be provided in
accordance with this § 3(b) may also be provided to a person acting as trustee for the Bondholders.

"Kapitalmarktverbindlichkeit" ist jede gegenwärtige oder zukünftige Verbindlichkeit zur
Zahlung oder Rückzahlung aufgenommener
Gelder (sei es in Form von Kapital, Zinsen oder
sonstiger Beträge) (einschließlich Verpflichtungen aus Garantien oder anderen Haftungsübernahmen für eine solche Verbindlichkeit

"Capital Markets Indebtedness" means any
present or future obligation for the payment or
repayment of borrowed monies (whether being
principal, interest or other amounts) (including
obligations by reason of any guarantee or other
assumption of liability for any such obligation of
a third party), which is represented by a any
166

eines
Dritten),
die
durch
Schuldverschreibungen oder sonstige Wertpapiere
verbrieft ist, unabhängig davon, ob diese gegen
Zahlung eines Barbetrags oder ganz oder teilweise gegen andere Gegenleistung ausgegeben wurden, und die an einer Börse, einem
Over-the-Counter-Markt oder an einem anderen Wertpapiermarkt notiert oder gewöhnlich
gehandelt werden oder werden können.

note, bond or other debt security, whether issued for cash or in whole or in part for a consideration other than cash, and which are, or are
capable of being, quoted, listed or ordinarily
dealt in or traded on a stock exchange, an overthe-counter-market or other securities market.

§4

Verzinsung

§4

Interest

(a)

Die Schuldverschreibungen werden ab dem
9. Dezember 2019 mit 7,5 % jährlich auf ihren
Festgelegten Nennbetrag verzinst. Die Zinsen
sind jährlich nachträglich an dem jeweiligen
Zinszahlungstag zu zahlen.

(a)

The Bonds will bear interest on their Principal
Amount at a rate of 7.5% per annum as from
9 December 2019. Interest is payable annually
in arrear on each Interest Payment Date.

(b)

Der Zinslauf der Schuldverschreibungen endet
wie folgt:

(b)

Each Bond will cease to bear interest as follows:

(i) Wenn ein Anleihegläubiger das Wandlungsrecht für eine Schuldverschreibung
ausübt, endet der Zinslauf der betreffenden
Schuldverschreibung mit dem Ablauf des
Tages, der dem letzten Zinszahlungstag
vor dem betreffenden Wandlungstag unmittelbar vorangeht; falls der betreffende
Wandlungstag
vor
dem
ersten
Zinszahlungstag liegt, werden die Schuldverschreibungen nicht verzinst.

(i) If a Bondholder exercises the Conversion
Right in respect of any Bond, such Bond
will cease to bear interest from the end of
the day immediately preceding the Interest
Payment Date immediately preceding the
relevant Conversion Date; if the relevant
Conversion Date falls before the first Interest Payment Date, the Bonds will not pay
any interest.

(ii) Sofern die Schuldverschreibung zurückgezahlt wird, endet der Zinslauf der betreffenden Schuldverschreibung mit Ablauf
des Tages, der dem Tag unmittelbar vorangeht, an dem sie zur Rückzahlung fällig
wird.

(ii) If a Bond is redeemed, such Bond will
cease to bear interest from the end of the
day immediately preceding the due date for
redemption.

(c)

Falls die Emittentin die Schuldverschreibungen
bei Fälligkeit nicht zurückzahlt, endet die Verzinsung des Festgelegten Nennbetrags nicht
an dem Ende des Tages, der dem Fälligkeitstag unmittelbar vorangeht, sondern erst mit
dem Ende des Tages, der dem Tag der
tatsächlichen
Rückzahlung
der
Schuldverschreibungen unmittelbar vorausgeht. Der
in diesem Fall ab dem Fälligkeitstag anzuwendende Zinssatz entspricht dem gesetzlichen Verzugszinssatz nach deutschem Recht.
§ 6(b) ist zu berücksichtigen.

(c)

If the Issuer fails to redeem the Bonds when
due, interest will continue to accrue on the Principal Amount beyond the end of the day immediately preceding the due date for redemption
until the end of the day immediately preceding
the actual date of redemption of the Bonds. In
this case the applicable rate of interest as from
the due date will correspond to the statutory default rate of interest established by German law.
§ 6(b) applies.

(d)

Zinsen für einen beliebigen Zeitraum werden
auf der Grundlage des Zinstagequotienten
berechnet.

(d)

Where interest is to be calculated in respect of
any period of time, the interest will be calculated on the basis of the Day Count Fraction.

"Zinstagequotient" bezeichnet bei der Berechnung des auf eine Schuldverschreibung zu zahlenden Zinsbetrags für einen beliebigen
Zeitraum (ab dem ersten Tag dieses Zeitraums
(einschließlich) bis zum letzten Tag dieses
Zeitraums (ausschließlich)) (der "Zinsberechnungszeitraum"):

"Day Count Fraction" means, in respect of the
calculation of an amount of interest on any
Bond for any period of time (from and including
the first day of such period to but excluding the
last day of such period) (the "Interest Calculation Period"):

167

(i) wenn der Zinsberechnungszeitraum der
Feststellungsperiode entspricht, in die er
fällt, oder kürzer als diese ist, die Anzahl
von
Tagen
in
dem
Zinsberechnungszeitraum dividiert durch das Produkt
aus (x) der Anzahl von Tagen in der betreffenden Feststellungsperiode und (y) der
Anzahl der Feststellungsperioden, die üblicherweise in einem Jahr enden; und

(i) if the Interest Calculation Period is equal to
or shorter than the Determination Period
during which it falls, the number of days in
the Interest Calculation Period divided by
the product of (x) the number of days in
such Determination Period and (y) the
number of Determination Periods normally
ending in any year; and

(ii) wenn der Zinsberechnungszeitraum länger
als eine Feststellungsperiode ist, die
Summe aus

(ii) if the Interest Calculation Period is longer
than one Determination Period, the sum of:

(A) der Anzahl der Tage in dem betreffenden Zinsberechnungszeitraum,
die in die Feststellungsperiode fallen, in
der der Zinsberechnungszeitraum beginnt, dividiert durch das Produkt aus
(x) der Anzahl der Tage in der betreffenden Feststellungsperiode und
(y) der Anzahl der Feststellungsperioden, die üblicherweise in einem Jahr
enden; und

(A) the number of days in such Interest
Calculation Period falling in the Determination Period in which the Interest
Calculation Period begins divided by
the product of (x) the number of days in
such Determination Period and (y) the
number of Determination Periods normally ending in any year; and

(B) der Anzahl der Tage in dem betreffenden Zinsberechnungszeitraum,
die in die nachfolgende Feststellungsperiode fallen, dividiert durch das
Produkt aus (x) der Anzahl der Tage in
der betreffenden Feststellungsperiode
und (y) der Anzahl der Feststellungsperioden, die üblicherweise in einem
Jahr enden.

(B) the number of days in such Interest
Calculation Period falling in the next
Determination Period divided by the
product of (x) the number of days in
such Determination Period and (y) the
number of Determination Periods normally ending in any year.

Dabei gilt Folgendes:

Where:

"Feststellungsperiode" bezeichnet jede
Periode ab einem Feststellungstermin (einschließlich), der in ein beliebiges Jahr fällt,
bis zum nächsten Feststellungstermin
(ausschließlich).

"Determination Period" means each period from and including a Determination
Date in any year to but excluding the next
Determination Date.

"Feststellungstermin" bezeichnet jeden
9. Dezember.

"Determination Date" means each 9 December.

§ 5 Fälligkeit, Rückzahlung und Erwerb

§ 5 Maturity, Redemption and Purchase

(a)

Die Schuldverschreibungen werden an dem
Endfälligkeitstag zu 105 % ihres Festgelegten
Nennbetrags zuzüglich aufgelaufener Zinsen
zurückgezahlt, soweit sie nicht vorher zurückgezahlt, gewandelt, oder zurückgekauft und
entwertet worden sind.

(a)

To the extent the Bonds have not previously
been redeemed, converted, or repurchased
and cancelled they will be redeemed at 105%
of their Principal Amount plus accrued interest
on the Maturity Date.

(b)

Die Emittentin ist berechtigt, die Schuldverschreibungen (insgesamt jedoch nicht nur
teilweise) durch Mitteilung an die Anleihegläubiger gemäß § 15 unter Einhaltung einer
Frist von mindestens 30 und höchstens 60
Tagen mit Wirkung zu dem Rückzahlungstag
(der frühestens auf den 9. Dezember 2022
fallen darf) zu kündigen. Voraussetzung einer
solchen Kündigung ist, dass an mindestens 20

(b)

The Issuer may, on giving not less than 30 and
no more than 60 days' prior notice to the Bondholders in accordance with § 15, redeem all,
but not some only, of the outstanding Bonds
with effect from the Redemption Date (which
shall be no earlier than 9 December 2022).
However, such notice may only be given if on
each of not less than 20 Trading Days during
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(c)

Handelstagen innerhalb eines Beobachtungszeitraums von 30 aufeinander folgenden Handelstagen das Produkt aus (i) dem Aktienkurs
an diesem Handelstag und (ii) der Anzahl von
Stammaktien, die bei Ausübung des Wandlungsrechts an diesem Handelstag pro Schuldverschreibung zu emittieren bzw. zu liefern
wäre, mindestens 140 % des Festgelegten
Nennbetrags beträgt. Im Falle einer solchen
Kündigung hat die Emittentin die Schuldverschreibungen an dem Rückzahlungstag
zum
Aufgezinsten
Rückzahlungsbetrag
zuzüglich aufgelaufener Zinsen zurückzuzahlen.

an observation period of 30 consecutive Trading Days, the product of (i) the Share Price on
such Trading Day and (ii) the number of Ordinary Shares that would fall to be issued or delivered on the exercise of the Conversion Right
in respect of a Bond on such Trading Day, is
equal to or exceeds 140% of the Principal
Amount per Bond. In the case such notice is
given, the Issuer will redeem the Bonds at their
Accreted Principal Amount plus accrued interest on the Redemption Date.

"Aufgezinster
Rückzahlungsbetrag"
an
einem Tag meint einen von der Berechnungsstelle festgelegten Betrag in EUR (gerundet auf den nächsten vollen Cent, wobei ab
€ 0,005 aufgerundet wird), so dass ein Anleihegläubiger, zusammen mit den bis zum
Rückzahlungstag (im Fall einer Rückzahlung
durch die Emittentin gemäß § 5(b) oder (c))
oder bis zum Kontrollwechselstichtag (im Fall
eines Kontrollwechsels) oder bis zum
Verschmelzungsstichtag (im Fall einer Übertragenden
Verschmelzung)
aufgelaufenen
Zinsen, und berechnet vom 9. Dezember 2019
bis zum Rückzahlungstag bzw. Kontrollwechselstichtag bzw. Verschmelzungsstichtag eine
Rendite von 8,5 % jährlich (ohne Zinseszins)
bezogen auf den Festgelegten Nennbetrag
erhält.

"Accreted Principal Amount" on any day
means an amount in EUR determined by the
Calculation Agent (rounded, if necessary, to
two decimals with EUR 0.005 being rounded
upwards) which, together with the accrued interest up to the Redemption Date (in case of a
redemption by the Issuer pursuant to § 5(b) or
(c)) or the Change of Control Record Date (in
case of a Change of Control) or the Merger
Record Date (in case of a Transferring Merger),
allows a Bondholder to receive, with respect to
the Principal Amount, the yield to maturity of
8.5% per annum (simple interest) calculated
from 9 December 2019 to the Redemption Date
or Change of Control Record Date or Merger
Record Date, as the case may be.

Die Emittentin hat die Mitteilung der Kündigung
spätestens an dem fünften Geschäftstag nach
dem letzten Tag des betreffenden Beobachtungszeitraums von 30 aufeinander folgenden
Handelstagen zu veröffentlichen.

The Issuer must publish the notice of early redemption no later than on the fifth Business
Day after the last day of the relevant 30 consecutive Trading Days' observation period.

Die Mitteilung ist unwiderruflich und hat die folgenden Informationen anzugeben: (i) den
Rückzahlungstag, (ii) den Aufgezinsten
Rückzahlungsbetrag, (iii) den letzten Tag, an
dem die Wandlungsrechte von den Anleihegläubigern gemäß § 8(a) und Absatz (z) der Definition des Begriffs "Wandlungszeitraum" ausgeübt werden dürfen sowie (iv) die Tatsachen,
die das Kündigungsrecht der Emittentin begründen.

Any such notice will be irrevocable and must
specify (i) the Redemption Date, (ii) Accreted
Principal Amount, (iii) the last day on which
Conversion Rights may be exercised by Bondholders in accordance with § 8(a) and clause
(z) of the definition of the term "Conversion Period" and (iv) the facts which establish the right
of the Issuer to redeem the Bonds.

Die Emittentin ist berechtigt, die Schuldverschreibungen (insgesamt, jedoch nicht nur
teilweise) durch Mitteilung an die Anleihegläubiger gemäß § 15 unter Einhaltung einer
Frist von mindestens 30 und höchstens 60 Kalendertagen
mit
Wirkung
zu
dem
Rückzahlungstag zu kündigen, wenn zu
irgendeinem Zeitpunkt der Gesamtnennbetrag
der ausstehenden und nicht von der Emittentin
und ihren Tochtergesellschaften gehaltenen
Schuldverschreibungen auf 15 % oder weniger
des
Gesamtnennbetrags
der
Schuldverschreibungen, die ursprünglich ausgeg-

(c)

The Issuer may, on giving not less than 30 and
no more than 60 days' prior notice to the Bondholders in accordance with § 15, redeem all,
but not some only, of the outstanding Bonds
with effect from the Redemption Date if at any
time the aggregate principal amount of the
Bonds outstanding and held by persons other
than the Issuer and its Subsidiaries is equal to
or less than 15% of the aggregate principal
amount of the Bonds originally issued (including any Bonds additionally issued in accordance with § 16). In the case such notice is
given, the Issuer will redeem the Bonds at their
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(d)

eben
wurden
(einschließlich
Schuldverschreibungen, die gemäß § 16 zusätzlich
begeben worden sind), fällt. Im Falle einer solchen Kündigung hat die Emittentin die Schuldverschreibungen an dem Rückzahlungstag zu
ihrem
Aufgezinsten
Rückzahlungsbetrag
zuzüglich aufgelaufener Zinsen zurückzuzahlen.

Accreted Principal Amount plus accrued interest on the Redemption Date.

Die Mitteilung der Kündigung ist unwiderruflich
und hat anzugeben: (i) den Rückzahlungstag,
(ii) den Aufgezinsten Rückzahlungsbetrag,
(iii) den letzten Tag, an dem die Wandlungsrechte von den Anleihegläubigern gemäß
§ 8(a) und Absatz (z) der Definition des Begriffs
"Wandlungszeitraum" ausgeübt werden dürfen
sowie (iv) die Tatsachen, die das Kündigungsrecht der Emittentin begründen.

The notice of early redemption is irrevocable
and must specify (i) the Redemption Date,
(ii) the Accreted Principal Amount and (iii) the
last day on which Conversion Rights may be
exercised by Bondholders in accordance with
§ 8(a) and clause (z) of the definition of the term
"Conversion Period" and (iv) the facts which establish the right of the Issuer to redeem the
Bonds.

Die Emittentin und ihre verbundenen Unternehmen sind jederzeit berechtigt, Schuldverschreibungen am Markt oder auf sonstige
Weise zu erwerben.

(d)

Schuldverschreibungen, die die Emittentin oder
eines ihrer verbundenen Unternehmen erworben haben, können diese einziehen, halten
oder wiederveräußern.

The Issuer and any of its affiliates may at any
time acquire Bonds in the open market or otherwise.

Any Bonds acquired by the Issuer or any of its
affiliates may be cancelled, held or resold.

§6

Zahlungen

§6

Payments

(a)

Alle Zahlungen auf die Schuldverschreibungen
erfolgen in Euro an die Hauptzahlstelle, ohne
dass, abgesehen von der Beachtung anwendbarer gesetzlicher Vorschriften, von den Anleihegläubigern die Abgabe einer gesonderten
Erklärung oder die Erfüllung irgendeiner anderen Förmlichkeit verlangt werden darf. Die
Hauptzahlstelle wird die zu zahlenden Beträge
dem Clearingsystem bzw. den jeweiligen
Depotbanken zur Zahlung an die Anleihegläubiger überweisen. Zahlungen über die
Hauptzahlstelle befreien die Emittentin in Höhe
der geleisteten Zahlungen von ihren Verbindlichkeiten aus den Schuldverschreibungen.

(a)

All payments on the Bonds will be made in Euro
to the Principal Paying Agent, provided that, except for observing applicable laws, no separate
declaration or fulfilment of any other formality
shall be required from the Bondholders. The
Principal Paying Agent will transfer the
amounts to be paid to the Clearing System or
to the relevant Custodians for payment to the
Bondholders. Payments via the Principal Paying Agent will discharge the liability of the Issuer
under the Bonds to the extent of the sums so
paid.

(b)

Falls eine Zahlung in Bezug auf die Schuldverschreibungen an einem Tag fällig wird, der
kein Geschäftstag ist, so hat der Anleihegläubiger keinen Anspruch auf Zahlung vor dem
nachfolgenden Geschäftstag. In diesem Fall
stehen den Anleihegläubigern keine Ansprüche
auf zusätzliche Zinsen oder eine andere Ersatzleistung wegen dieser Verzögerung zu.

(b)

If the due date for payment of any amount in
respect of the Bonds is not a Business Day,
then the Bondholder will not be entitled to payment until the next day which is a Business
Day. In such case the Bondholders will not be
entitled to further interest or to any other compensation on account of such delay.

(c)

Unbeschadet der übrigen Bestimmungen in
diesen
Anleihebedingungen
erfolgen
Zahlungen
bezüglich
der
Schuldverschreibungen, sei es in Geld oder in anderer Form, ausschließlich außerhalb der Vereinigten Staaten.

(c)

Notwithstanding any other provision of these
Terms and Conditions, no payment of any
amount in respect of the Bonds, whether in
cash or otherwise, shall be made unless such
payment is made outside the United States.

170

§7

Steuern

§7

Taxes

Sämtliche auf die Schuldverschreibungen zu zahlenden Beträge werden unter Abzug von Steuern
und/oder sonstigen Abgaben geleistet, falls ein solcher Abzug gesetzlich vorgeschrieben ist.

All payments in respect of the Bonds will be made with
deduction of taxes and/or other duties, if such deduction is required by law.

Die Emittentin ist nicht verpflichtet, wegen eines
solchen Abzugs zusätzliche Beträge an Kapital
und/oder Zinsen zu zahlen.

The Issuer will not be obliged to pay any additional
amounts of principal and/or interest as a result of
such deduction.

§8

Wandlung

§8

Conversion

(a)

Wandlungsrecht

(a)

Conversion Right

(i) Die Emittentin gewährt jedem Anleihegläubiger das Recht (das "Wandlungsrecht"), nach Maßgabe dieses § 8 an
jedem Geschäftstag während eines jeden
Wandlungszeitraums
jede
Schuldverschreibung ganz, nicht jedoch teilweise, zum Wandlungspreis in Lieferaktien
zu wandeln.

(i) The Issuer grants to each Bondholder the
right (the "Conversion Right") to convert
each Bond in whole, but not in part, at the
Conversion Price into Settlement Shares in
accordance with this § 8 on any Business
Day during each Conversion Period.

(ii) Das Wandlungsrecht kann von einem
Anleihegläubiger nicht ausgeübt werden,
nachdem er seine Schuldverschreibungen
gemäß § 11(a)(iii), § 11(c)(iii) oder § 13
gekündigt hat.

(ii) The Conversion Right may not be exercised by a Bondholder if such Bondholder
has terminated its Bonds in accordance
with § 11(a)(iii), § 11(c)(iii) or § 13.

"Wandlungszeitraum" bezeichnet jeden der
folgenden Zeiträume:

"Conversion Period" means each of the following periods:

(x) der Zeitraum jeweils ab dem ersten auf den
Tag der ordentlichen Hauptversammlung
der Jahre 2021, 2022, 2023 und 2024 der
Emittentin folgenden Geschäftstag bis zum
zehnten auf den Tag der entsprechenden
ordentlichen Hauptversammlung der Emittentin folgenden Geschäftstag (jeweils einschließlich), erstmals also der Zeitraum ab
dem ersten bis zum zehnten Geschäftstag
nach der im Jahre 2021 stattfindenden ordentlichen Hauptversammlung der Emittentin;

(x) the period, in each case, from and including
the first Business Day following the day of
the Issuer’s annual general meeting of the
years 2021, 2022, 2023 and 2024 to and
including the tenth Business Day following
the day of the Issuer’s respective annual
general meeting, i.e., for the first time, the
period from the first to the tenth Business
Day following the Issuer’s annual general
meeting that takes place in the year 2021;

(y) der Zeitraum jeweils ab dem ersten auf den
Tag der Veröffentlichung des Halbjahresberichts der Jahre 2021, 2022, 2023 und
2024 der Emittentin folgenden Geschäftstag bis zum zehnten auf den Tag der
Veröffentlichung des entsprechenden
Halbjahresberichts der Emittentin folgenden Geschäftstag (jeweils einschließlich), erstmals also der Zeitraum ab dem
ersten bis zum zehnten Geschäftstag nach
Veröffentlichung des Halbjahresberichts
2021 der Emittentin;

(y) the period, in each case, from and including
the first Business Day following the day of
the publication of the Issuer’s semi-annual
report of the years 2021, 2022, 2023 and
2024 to and including the tenth Business
Day following the day of the publication of
the Issuer’s respective semi-annual report,
i.e., for the first time, the period from the
first to the tenth Business Day following the
publication of the Issuer’s semi-annual report 2021;

(z) falls die Schuldverschreibungen durch die
Emittentin gemäß § 5(b) oder § 5(c) gekündigt werden, der Zeitraum ab dem ersten
auf den Tag der Veröffentlichung der Mittei-

(z) if the Bonds are redeemed by the Issuer in
accordance with § 5(b) or § 5(c), the period
from and including the first Business Day
following the day of the publication of the
notice of early redemption to and including
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lung der Kündigung folgenden
chäftstag
bis
zum
fünften
Rückzahlungstag vorangehenden
chäftstag (jeweils einschließlich).

(b)

Gesdem
Ges-

the fifth Business Day prior to the Redemption Date.

Falls der letzte Tag eines Wandlungszeitraums
in einen Ausschlusszeitraum fällt, endet der betreffende Wandlungszeitraum an dem letzten
Geschäftstag
vor
Beginn
dieses
Ausschlusszeitraums.

If the last day of a Conversion Period falls within
an Excluded Period, such Conversion Period
ends on the first Business Day prior to the beginning of this Excluded Period.

Dabei gilt Folgendes:

Where:

"Ausschlusszeitraum" bezeichnet jeden der
nachfolgenden Zeiträume:

"Excluded Period" means any of the following
periods:

(i) anlässlich von Hauptversammlungen der
Emittentin den Zeitraum ab dem fünften
Geschäftstag vor dem letzten Tag für die
Anmeldung zur Hauptversammlung (einschließlich) bis zum Geschäftstag nach der
Hauptversammlung (ausschließlich);

(i) in connection with any shareholders' meeting of the Issuer, the period from and including the fifth Business Day prior to the
last day for notification of participation
(Anmeldung) in the shareholders' meeting
to but excluding the Business Day following
such shareholders' meeting;

(ii) den Zeitraum von 14 Tagen, der mit dem
Ende des Geschäftsjahres der Emittentin
endet; und

(ii) a period of 14 days ending on the last day
of the Financial Year of the Issuer; and

(iii) den Zeitraum ab dem Tag, an dem ein Angebot der Emittentin an ihre Aktionäre zum
Bezug von Aktien, Optionsrechten auf
eigene Aktien oder zum Bezug von Schuldverschreibungen mit Wandlungs- oder
Optionsrechten oder Wandlungs- oder Optionspflichten auf Aktien oder zum Bezug
von Genussscheinen mit Wandlungs- oder
Optionsrechten oder Wandlungs- oder Optionspflichten auf Aktien (x) im Wege einer
Ad hoc-Mitteilung bekanntgemacht wird,
(y) in einem überregionalen Pflichtblatt
einer der deutschen Wertpapierbörsen, an
denen die Stammaktie zum Handel zugelassen oder einbezogen ist, veröffentlicht
wird oder (z) im Bundesanzeiger veröffentlicht wird (die erste Mitteilung oder Veröffentlichung ist maßgebend), bis zum letzten Tag der für die Ausübung des Bezugsrechts bestimmten Frist (jeweils einschließlich); und

(iii) a period commencing on the day on which
an offer by the Issuer to its shareholders to
subscribe to shares, warrants on shares
held in treasury or to subscribe to bonds
with conversion or option rights or conversion or option obligations or profit participation rights with conversion or option rights
or conversion or option obligations to
shares (x) is announced in an ad-hoc statement, (y) is published in a mandatory newspaper of one of the German stock exchanges where the Ordinary Share is admitted to or included for trading, or (z) is
published in the German Federal Gazette
(Bundesanzeiger) (whichever is earlier),
and ending on the last day of the subscription period (both dates inclusive); and

(iv) anlässlich einer geplanten Abspaltung
(§ 123 Absatz 2 UmwG) von der Emittentin
den Zeitraum ab dem 14. Geschäftstag vor
dem Tag der Veröffentlichung des Spaltungsberichts bis zum Ex-Tag der Abspaltung (jeweils einschließlich).

(iv) in connection with any proposed spin-off
(Abspaltung, § 123(2) of the UmwG) from
the Issuer, the period from and including
the 14th Business Day prior to the date of
publication of the spin-off report to and including the Ex Date of the spin-off.

Ausübung des Wandlungsrechts
(i) Zur Ausübung des Wandlungsrechts muss
der Anleihegläubiger während des Wandlungszeitraums auf eigene Kosten bei der
Hauptwandlungsstelle über seine Depot-

(b)

Exercise of Conversion Right
(i) To exercise the Conversion Right, the
Bondholder must deliver at its own expense
during the Conversion Period to the Principal Conversion Agent via its Custodian and
the Clearing System a duly completed and
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bank und das Clearingsystem eine ordnungsgemäß ausgefüllte und unterzeichnete Erklärung (die "Wandlungserklärung") unter Verwendung eines dann gültigen Vordrucks, der bei der Hauptwandlungsstelle erhältlich ist, einreichen (per
Fax ist ausreichend). Die Wandlungserklärung muss der Hauptwandlungsstelle bis
spätestens um 16:00 Uhr (Frankfurter Zeit)
an dem letzten Tag des Wandlungszeitraums zugehen. Die Wandlungserklärung ist unwiderruflich und hat unter
anderem die folgenden Angaben zu enthalten:

executed exercise notice (the "Conversion
Notice") (which may be by fax) using a
form (from time to time current) obtainable
from the Principal Conversion Agent which
must be received by the Principal Conversion Agent by 4:00 p.m. (Frankfurt time) on
the last day of the Conversion Period at the
latest. The Conversion Notice is irrevocable
and will, among other things:

(A) Namen und Adresse (natürliche Personen) bzw. Firma, Firmensitz und
Adresse (juristische Personen) sowie
Faxnummer und E-Mail-Adresse des
ausübenden Anleihegläubigers;

(A) state the name and address (natural
persons) or name, domicile and address (legal persons) as well as the fax
number and email address of the exercising Bondholder;

(B) den gesamtem Festgelegten Nennbetrag der Schuldverschreibungen, für
die das Wandlungsrecht ausgeübt
werden soll;

(B) specify the aggregate Principal Amount
of Bonds with respect to which the Conversion Right will be exercised;

(C) das Wertpapierdepotkonto des Anleihegläubigers oder der von ihm zu
diesem Zweck benannten Person bei
einem Teilnehmer des Clearingsystems oder bei einem Kontoinhaber des
Clearingsystems, auf das die Lieferaktien übertragen werden sollen;

(C) designate the securities account of the
Bondholder or its nominee at a participant in, or account holder of, the Clearing System to which the Settlement
Shares are to be delivered;

(D) Anweisungen an die Hauptwandlungsstelle bezüglich der Zahlung von
Geldbeträgen, die der Anleihegläubiger nach diesen Anleihebedingungen zu erhalten berechtigt ist
und die auf ein auf Euro lautendes
Geldkonto bei einer Bank in der Europäischen Union zu überweisen sind;

(D) give directions to the Principal Conversion Agent for the payment of any cash
amount which the Bondholder is entitled to receive in accordance with these
Terms and Conditions and which are to
be paid by way of transfer to a Euro denominated cash account maintained
with a bank in the European Union;

(E) in dem Vordruck der Wandlungserklärung geforderte Bestätigungen und
Verpflichtungserklärungen über bestimmte rechtliche Beschränkungen
bezüglich des Eigentums der Schuldverschreibungen bzw. Lieferaktien.
Sofern der Anleihegläubiger die vorstehend genannten Bestätigungen und
Verpflichtungserklärungen
nicht
beibringt, wird die Emittentin in Bezug
auf eine solche Wandlungserklärung
keine
Lieferaktien
liefern
oder
Zahlungen leisten; und

(E) contain the certifications and undertakings set out in the form of the Conversion Notice relating to certain legal restrictions of the ownership of the Bonds
and/or the Settlement Shares. If the
Bondholder fails to deliver the above
mentioned certifications and undertakings, the Issuer will not deliver any Settlement Shares or pay any amount of
cash in respect of such a Conversion
Notice; and

(F) die Ermächtigung, die Bezugserklärung gemäß § 8(b)(ii) für den Anleihegläubiger abzugeben.

(F) contain the authority to deliver the subscription certificate in accordance with
§ 8(b)(ii) on behalf of the Bondholder.

(ii) Die Ausübung des Wandlungsrechts setzt
außerdem voraus, dass die zu wandelnden
Schuldverschreibungen bis spätestens um
16:00 Uhr (Frankfurter Zeit) an dem letzten

(ii) The exercise of the Conversion Right further requires that the Bonds to be converted will be delivered to the Principal
Conversion Agent by transferring the
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Tag des Wandlungszeitraums an die
Hauptwandlungsstelle geliefert werden,
und zwar durch Übertragung der Schuldverschreibungen auf das Konto der
Hauptwandlungsstelle (Umbuchung bzw.
Abtretung). Die Hauptwandlungsstelle ist
ermächtigt, die Bezugserklärung gemäß
§ 198 Absatz 1 AktG für die Anleihegläubiger abzugeben.

Bonds to the account of the Principal Conversion Agent (book entry transfer or assignment) by 4:00 p.m. (Frankfurt time) on
the last day of the Conversion Period at the
latest. The Principal Conversion Agent is
authorised to deliver the subscription certificate pursuant to § 198(1) of the AktG on
behalf of the Bondholders.

(iii) Nach Erfüllung sämtlicher in § 8(b)(i) und
(ii) genannten Voraussetzungen für die
Ausübung des Wandlungsrechts prüft die
Hauptwandlungsstelle, ob der gesamte
Festgelegte Nennbetrag der an die Hauptwandlungsstelle
gelieferten
Schuldverschreibungen den in der Wandlungserklärung angegebenen gesamten Festgelegten
Nennbetrag
an
Schuldverschreibungen über- oder unterschreitet, und berechnet die Berechnungsstelle das Maßgebliche Wandlungsverhältnis. Soweit der in der Wandlungserklärung angegebene gesamte Festgelegte
Nennbetrag
an
Schuldverschreibungen den gesamten Festgelegten Nennbetrag der tatsächlich
gelieferten Schuldverschreibungen überoder unterschreitet, wird die Berechnungsstelle das Maßgebliche Wandlungsverhältnis entweder (A) aufgrund derjenigen Gesamtzahl von Lieferaktien, die
dem in der Wandlungserklärung angegebenen gesamten Festgelegten Nennbetrag
von
Schuldverschreibungen
entspricht, oder (B) aufgrund derjenigen
Gesamtzahl von Lieferaktien, die dem
gesamten Festgelegten Nennbetrag der
tatsächlich zur Wandlung gelieferten
Schuldverschreibungen
entspricht,
(maßgebend
ist
die
niedrigere
Gesamtzahl)
festlegen.
Eventuell
gegenüber der in der Wandlungserklärung
angegebenen
Anzahl
von
Schuldverschreibungen überzählige
Schuldverschreibungen werden an den Anleihegläubiger
auf
dessen
Kosten
zurückübertragen.
Die
Hauptwandlungsstelle wird gemäß den Regularien des
Clearingsystems verfahren.

(iii) Upon fulfilment of all requirements specified in § 8(b)(i) and (ii) for the exercise of
the Conversion Right, the Principal Conversion Agent will verify whether the aggregate
Principal Amount of Bonds delivered to the
Principal Conversion Agent exceeds or falls
short of the aggregate Principal Amount of
Bonds specified in the Conversion Notice,
and the Calculation Agent will determine
the Relevant Conversion Ratio. In the event
of any such excess or shortfall, the Calculation Agent will determine the Relevant
Conversion Ratio on the basis of the lower
of (A) such total number of Settlement
Shares which corresponds to the aggregate Principal Amount of Bonds set forth in
the Conversion Notice, or (B) such total
number of Settlement Shares which corresponds to the aggregate Principal Amount
of Bonds in fact delivered for conversion.
Any Bonds delivered in excess of the number of Bonds specified in the Conversion
Notice will be redelivered to the Bondholder
at its cost. The Principal Conversion Agent
will act in accordance with the regulations
of the Clearing System.

(iv) Das Wandlungsrecht ist an dem Wandlungstag wirksam ausgeübt. Der Begriff
"Wandlungstag"
hat
die
folgende
Bedeutung:

(iv) The Conversion Right will be validly exercised on the Conversion Date. The term
"Conversion Date" has the following
meaning:

(A) Vorbehaltlich der nachstehenden Unterabsätze (B) und (C) bezeichnet
"Wandlungstag" den Geschäftstag,
der auf den Tag folgt, an dem sämtliche
in § 8(b)(i) und (ii) genannten
Voraussetzungen für die Ausübung
des Wandlungsrechts erfüllt sind, bzw.
falls dieser Geschäftstag in einen
Ausschlusszeitraum fällt, den ersten

(A) Subject to subparagraphs (B) and (C)
below "Conversion Date" means the
first Business Day following the day on
which all requirements for the exercise
of the Conversion Right specified in
§ 8(b)(i) and (ii) have been fulfilled, or,
if such Business Day falls within an Excluded Period, the first Business Day
after the end of such Excluded Period,
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(c)

Geschäftstag nach dem Ende dieses
Ausschlusszeitraums, wobei falls der
erste Geschäftstag nach dem Ende dieses Ausschlusszeitraums nicht mehr
in den Wandlungszeitraum fällt, das
Wandlungsrecht nicht wirksam ausgeübt ist.

provided that if the first Business Day
after the end of such Excluded Period
falls after the Conversion Period, the
Conversion Right will not have been
validly exercised.

(B) Falls ein Kontrollwechsel eintritt und
ein Anleihegläubiger das Wandlungsrecht für eine Schuldverschreibung
gemäß § 8(a) während des Wandlungszeitraums und bis spätestens um
16:00 Uhr (Frankfurter Zeit) an dem
Kontrollwechselstichtag
wirksam
ausübt, bezeichnet "Wandlungstag"
den Geschäftstag, der auf den Tag
folgt, an dem sämtliche in § 8(b)(i) und
(ii) genannten Voraussetzungen erfüllt
sind, und zwar unabhängig davon, ob
dieser
Geschäftstag
in
einen
Ausschlusszeitraum fällt.

(B) If a Change of Control occurs and a
Bondholder validly exercises the Conversion Right in respect of any Bond in
accordance with § 8(a) during the Conversion Period and by 4:00 p.m.
(Frankfurt time) on the Change of Control Record Date at the latest, "Conversion Date" means the first Business
Day following the day on which all requirements specified in § 8(b)(i) and (ii)
have been fulfilled, irrespective of
whether such Business Day falls within
an Excluded Period.

(C) Wandlungserklärungen, die die Hauptwandlungsstelle innerhalb des Wandlungszeitraums gemäß Absatz (z) der
Definition
des
Begriffs
"Wandlungszeitraum" (einschließlich) erhält,
werden so behandelt, als ob sie am
letzten
Tag
dieses
Wandlungszeitraums eingegangen wären. In
diesem Fall bezeichnet "Wandlungstag" den Geschäftstag, der auf
diesen letzten Tag dieses Wandlungszeitraums folgt, und zwar unabhängig davon, ob dieser Geschäftstag in einen Ausschlusszeitraum
fällt oder nicht, vorausgesetzt, dass der
betreffende Anleihegläubiger sämtliche
in § 8(b)(i) und (ii) genannten
Voraussetzungen für die Ausübung
des Wandlungsrechts vor Ablauf des
Wandlungszeitraums erfüllt hat.

(C) Any Conversion Notice received by the
Principal Conversion Agent during the
Conversion Period in accordance with
clause (z) of the definition of the term
"Conversion Period" will be treated as
if they were received on the last day of
such Conversion Period. In such case
"Conversion Date" means the first
Business Day following such last day of
such Conversion Period, irrespective of
whether such Business Day falls within
an Excluded Period, provided that the
relevant Bondholder has fulfilled all requirements for the exercise of the Conversion Right specified in § 8(b)(i) and
(ii) before the end of the Conversion
Period.

Lieferung der Lieferaktien; Ausgleich von
Bruchteilen von Lieferaktien
(i) Die Emittentin hat nach einer Ausübung
des Wandlungsrechts eine Anzahl von
Lieferaktien auszugeben bzw. zu liefern,
die dem Maßgeblichen Wandlungsverhältnis, abgerundet auf die nächste ganze
Lieferaktie (wie von der Berechnungsstelle
berechnet), entspricht. Die zu liefernden
Lieferaktien werden spätestens an dem
Vorgesehenen Liefertag auf das in der
Wandlungserklärung angegebene Wertpapierdepotkonto des Anleihegläubigers
übertragen. Bis zur Übertragung bestehen
keine Ansprüche aus den Lieferaktien. Hinsichtlich der Lieferung der Lieferaktien gilt
§ 9.

(c)

Delivery of Settlement Shares; compensation
for fractions of Settlement Shares
(i) The Issuer, upon any exercise of the Conversion Right, will issue and/or deliver such
number of Settlement Shares as is equal to
the Relevant Conversion Ratio rounded
down to the nearest number of whole Settlement Shares (as determined by the Calculation Agent). The Settlement Shares to
be delivered will be transferred to the securities account of the Bondholder specified in
the Conversion Notice no later than on the
Scheduled Settlement Date. Until transfer
of the Settlement Shares has been made
no claims arising from the Settlement
Shares will exist. In relation to delivery of
the Settlement Shares § 9 will apply.
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(d)

(ii) Ein verbleibender Bruchteil einer Lieferaktie wird nicht geliefert, sondern in Geld zu
einem Betrag ausgeglichen, der dem
Produkt (gerundet auf den nächsten vollen
Cent, wobei ab € 0,005 aufgerundet wird)
des entsprechenden Bruchteils und des
Aktienkurses an dem Handelstag unmittelbar vor dem Wandlungstag, wie von der
Berechnungsstelle berechnet, entspricht.

(ii) Any remaining fraction of a Settlement
Share will not be delivered but will be compensated in cash in an amount equal to the
product (rounded to the nearest full Cent
with € 0.005 being rounded upwards) of the
relevant fraction and the Share Price on the
Trading Day immediately preceding the
Conversion Date, as determined by the
Calculation Agent.

(iii) Die Emittentin hat einen etwaigen Ausgleich in Geld für einen Bruchteil einer
Lieferaktie gemäß § 8(c)(ii) spätestens an
dem Vorgesehenen Liefertag auf das in der
Wandlungserklärung
angegebene
Geldkonto zu zahlen. Die Emittentin schuldet keine Zinsen auf diesen Betrag.

(iii) The Issuer is required to pay any compensation in cash of a fraction of a Settlement
Share in accordance with § 8(c)(ii) to the
cash account specified in the Conversion
Notice no later than on the Scheduled Settlement Date. The Issuer will not be required to pay any interest on such amount.

(iv) Die Emittentin ist zur Lieferung von
Lieferaktien und zur Zahlung gemäß
§ 8(c)(iii) nur verpflichtet, wenn der Anleihegläubiger sämtliche etwaigen Steuern
und/oder sonstigen Abgaben und Kosten
gezahlt hat, die im Zusammenhang mit der
Ausübung des Wandlungsrechts und/oder
der Lieferung der Lieferaktien und/oder der
Leistung einer Zahlung gemäß § 8(c)(iii)
anfallen.

(iv) The Issuer will only be required to deliver
the Settlement Shares and to make the
payment in accordance with § 8(c)(iii) if the
Bondholder has paid all taxes and/or other
duties and costs, if any, which may be imposed in connection with the exercise of the
Conversion Right and/or the delivery of the
Settlement Shares and/or the payment of
any amount in accordance with § 8(c)(iii).

Barzahlung anstatt Lieferung von Lieferaktien
im Ausnahmefall

(d)

Cash payment in lieu of delivery of Settlement
Shares in exceptional circumstances

(i) Falls und soweit nach einer Wandlung die
Emittentin an dem Vorgesehenen Liefertag
gehindert ist, neue Lieferaktien gemäß
§ 9(a) zu begeben und/oder zu liefern und
auch nicht über existierende und lieferbare
Lieferaktien verfügt, ist die Emittentin
verpflichtet, an den Anleihegläubiger an
Stelle der Lieferung der Anzahl von Nichtlieferbaren Lieferaktien den von der
Berechnungsstelle
gemäß
§ 8(d)(iii)
berechneten Barausgleichsbetrag zu zahlen.

(i) If and to the extent on the Scheduled Settlement Date the Issuer is unable to issue
and/or deliver on conversion new Settlement Shares in accordance with § 9(a) and,
in addition, the Issuer does not hold delivarable treasury Settlement Shares, the Issuer will pay to the Bondholder the Cash
Alternative Amount determined by the Calculation Agent in accordance with § 8(d)(iii)
in lieu of the delivery of the Number of Undeliverable Settlement Shares.

Zinsen
sind
hinsichtlich
eines
Barausgleichsbetrags nicht zu zahlen.

No interest will be payable with respect to a
Cash Alternative Amount.

(ii) Die Emittentin wird an dem Barausgleichsoption-Ausübungstag dem Anleihegläubiger, der die Wandlungserklärung
abgegeben hat, (in Textform, per Fax, per
E-Mail oder auf andere Art und Weise unter
Benutzung der in der Wandlungserklärung
angegebenen Anschrift) mitteilen, ob und in
welchem Umfang die Emittentin eine Barzahlung zu leisten hat, und zugleich die
Anzahl von Nichtlieferbaren Lieferaktien
und die Tatsachen angeben, die die
Verpflichtung der Emittentin auf Leistung
des Barausgleichsbetrags begründen,
(eine
solche
Mitteilung
wird
als
"Barausgleichsoption-Ausübungserklärung" bezeichnet.

(ii) On the Cash Alternative Election Exercise
Date the Issuer will give notice (in text form,
by fax, by email or otherwise using the address stated in the Conversion Notice) to
the Bondholder who has delivered a Conversion Notice whether and to what extent
the Issuer must pay a Cash Alternative
Amount stating the Number of Undeliverable Settlement Shares and the facts which
establish the obligation of the Issuer to pay
the Cash Alternative Amount (such notice,
a "Cash Alternative Election Notice").
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(iii) Definitionen

(iii) Definitions

"Aktueller Marktwert" bezeichnet, bezogen auf eine Lieferaktie, den Wert der
Lieferaktie, ermittelt auf Grundlage des
rechnerischen Durchschnitts der täglichen
Aktienkurse an jedem der Handelstage innerhalb
des
betreffenden
Berechnungszeitraums, wobei wenn die Stammaktie an einem Handelstag des Berechnungszeitraums "ex" einer Ausschüttung
oder einer sonstigen Berechtigung notiert,
deren Stichtag auf den Referenztag fällt
oder diesem nachfolgt, dann erhöht sich
der Aktienkurs an dem betreffenden Handelstag um den Angemessenen Marktwert
der betreffenden Ausschüttung oder
Berechtigung je Stammaktie an dem ersten
Handelstag, an dem die Stammaktie "ex"
der Ausschüttung oder Berechtigung
gehandelt wird, wobei wenn dieser Aktuelle
Marktwert nicht an oder vor dem letzten
Tag
des
betreffenden
Berechnungszeitraums gemäß diesen Anleihebedingungen bestimmt werden kann, dann
wird der Betrag, um den der Aktienkurs
erhöht werden soll, statt dessen durch
einen Unabhängigen Sachverständigen
(an oder vor dem dritten Geschäftstag nach
dem letzten Tag des betreffenden Berechnungszeitraums) bestimmt.

"Current Market Value" means in respect
of one Settlement Share the value of such
Settlement Share, determined on the basis
of the arithmetic average of the daily Share
Prices on each of the Trading Days during
the relevant Calculation Period, provided
that if on any Trading Day during such Calculation Period the Ordinary Share is
quoted ex- any distribution or other entitlement the Record Date of which falls on or
after the Reference Date, the Share Price
on such Trading Day shall be increased by
the Fair Market Value of such distribution or
other entitlement per Ordinary Share on the
first Trading Day on which the Ordinary
Share is traded ex- such distribution or
other entitlement, provided that if such Fair
Market Value is not capable of being determined in accordance with these Terms and
Conditions on or before the last day of the
relevant Calculation Period, the amount by
which such Share Price shall be so increased shall instead be determined (on or
before the third Business Day following the
end of the relevant Calculation Period) by
an Independent Expert.

"Anzahl von Nichtlieferbaren Lieferaktien" im Hinblick auf eine Wandlungserklärung ist das Maßgebliche Wandlungsverhältnis (einschließlich Bruchteilen von Aktien) minus der etwaigen Anzahl von ganzen Lieferaktien, die die Emittentin im
Hinblick auf die betreffende Wandlungserklärung zu begeben und/oder zu liefern
imstande ist. Wenn die Anzahl von ganzen
Lieferaktien, die die Emittentin im Hinblick
auf die betreffende Wandlungserklärung zu
begeben und/oder zu liefern imstande ist,
gleich Null ist, dann wird das Maßgebliche
Wandlungsverhältnis an dem Wandlungstag bestimmt und unterliegt etwaigen
Anpassungen des Wandlungspreises
gemäß § 10, wobei keine Anpassung
vorgenommen wird, wenn deren Anpassungstag auf den Referenztag fällt oder
diesem nachfolgt.

"Number of Undeliverable Settlement
Shares" in respect of any Conversion Notice means the Relevant Conversion Ratio
(including fractions) minus such number of
full Settlement Shares (if any) that the Issuer is able to issue and/or deliver in respect of the relevant Conversion Notice. If
the number of full Settlement Shares that
the Issuer is able to issue and/or deliver is
equal to zero, the Relevant Conversion Ratio shall be determined as at the Conversion Date, subject to adjustment of the
Conversion Price in accordance with § 10,
provided that no adjustment will be made if
the Adjustment Date in respect thereof falls
on or after the relevant Reference Date.

"Barausgleichsbetrag" ist das Produkt
(gerundet auf den nächsten vollen Cent,
wobei ab € 0,005 aufgerundet wird) aus
(x) dem Aktuellen Marktwert und (y) der
Anzahl von Nichtlieferbaren Lieferaktien,
wobei die Berechnungsstelle alle Feststellungen trifft. § 8(c)(ii) der Anleihebedingungen findet keine Anwendung.

"Cash Alternative Amount" means the
product (rounded to the nearest full cent
with € 0.005 being rounded upwards) of
(x) the Current Market Value and (y) the
Number of Undeliverable Settlement
Shares, all as determined by the Calculation Agent. § 8(c)(ii) of the Terms and Conditions will not apply.

"Barausgleichsoption-Ausübungstag"
ist der dritte Geschäftstag nach dem Wandlungstag
(der
"Vorgesehene

"Cash Alternative Election Exercise
Date'' means the third Business Day after
the Conversion Date (the "Scheduled
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Barausgleichsoption-Ausübungstag").
Wenn die Emittentin jedoch erst nach dem
Vorgesehenen
BarausgleichsoptionAusübungstag und an oder vor dem
Vorgesehenen Liefertag feststellt, dass sie
insgesamt oder teilweise gehindert ist,
neue und/oder existierende Lieferaktien zu
begeben und/oder zu liefern, dann ist der
"Barausgleichsoption-Ausübungstag"
der Tag (der nicht später als der Vorgesehene Liefertag sein darf), an dem die Emittentin die Barausgleichsoption-Ausübungserklärung abschickt.

Cash Alternative Election Exercise
Date"). However, if the Issuer determines
only after the Scheduled Cash Alternative
Election Exercise Date and on or before the
Scheduled Settlement Date that it is unable
in whole or in part to issue and/or deliver on
conversion new or existing Settlement
Shares on the Scheduled Settlement Date,
"Cash Alternative Election Exercise
Date'' means the day (which may not fall after the Scheduled Settlement Date) on
which the Issuer dispatches the Cash Alternative Election Notice.

(iv) Die Emittentin hat den Barausgleichsbetrag spätestens an dem zehnten Geschäftstag nach dem letzten Tag des betreffenden Berechnungszeitraums auf das
in der Wandlungserklärung angegebene
Geldkonto zu zahlen.

(iv) The Issuer will pay the Cash Alternative
Amount to the cash account specified in the
Conversion Notice not later than on the
tenth Business Day following the last day of
the relevant Calculation Period.

§9

Bereitstellung
Lieferstörungen

von

Lieferaktien,

§9

Procurement of Settlement Shares, Settlement Disruption

(a)

Die nach Durchführung der Wandlung zu
liefernden Stammaktien (die "Lieferaktien")
werden

(a)

The shares to be delivered upon execution of
the conversion (the "Settlement Shares") will

(i) entweder aus einem bedingten oder
genehmigten Kapital der Emittentin stammen und nehmen ab dem Beginn des Geschäftsjahrs, in dem die Lieferaktien ausgegeben werden, für das laufende und alle
folgenden Geschäftsjahre an einem
etwaigen Gewinn (der im Wege von Dividenden ausgeschüttet wird) teil, und können zunächst eine eigene Wertpapierkennung haben, wenn eine Dividende für das
vergangene Geschäftsjahr noch nicht
ausgeschüttet worden ist; oder

(i) either derive from a conditional or authorized capital of the Issuer and will be entitled
to profits (to be paid out by way of dividends), if any, for the then current and all
following Financial Years as from the beginning of the Financial Year in which they
are issued, and may initially carry a separate securities code if a dividend for the previous Financial Year has not been paid yet;
or

(ii) werden im freien Ermessen der Emittentin
bereits existierende Stammaktien sein,
die - abgesehen von der Dividendenberechtigung (die nicht geringer sein darf
als die Dividendenberechtigung der jungen
Stammaktien, die dem jeweiligen Anleihegläubiger
anderenfalls
zu
liefern
wären) - derselben Gattung angehören
müssen, wie die jungen Stammaktien, die
anderenfalls aus einem bedingten oder
genehmigten Kapital zu liefern wären,
vorausgesetzt dass eine solche Lieferung
bereits existierender Stammaktien rechtmäßig bewirkt werden kann und nicht die
Rechte, die der jeweilige Anleihegläubiger
anderenfalls haben würde, beeinträchtigt.

(ii) be, at the sole discretion of the Issuer, existing Ordinary Shares of the same class as
the new ordinary shares otherwise to be
delivered out of a conditional or authorized
capital except for a different dividend entitlement (which will be no less than the dividend entitlement of the new ordinary
shares that would have otherwise been delivered to the relevant Bondholder), provided that such delivery of existing Ordinary
Shares can be legally effected and does
not impair the rights which the relevant
Bondholder would otherwise have.

(b)

Die Emittentin wird die Lieferaktien über die
Hauptwandlungsstelle bereitstellen.

(b)

The Issuer will procure delivery of the Settlement Shares through the Principal Conversion
Agent.

(c)

Wenn an dem Vorgesehenen Liefertag eine
Lieferstörung eintritt und keine Lieferaktien

(c)

If on the Scheduled Settlement Date a Settlement Disruption Event occurs and delivery of
any Settlement Shares cannot be effected on
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geliefert werden können, dann hat die Emittentin die betreffenden Lieferaktien an dem ersten
nachfolgenden Geschäftstag zu liefern, an dem
eine Lieferung der Lieferaktien durch das
Clearingsystem oder in jeder anderen
wirtschaftlich sinnvollen Weise stattfinden
kann.

such date, then the Issuer is required to deliver
the relevant Settlement Shares on the first succeeding Business Day on which delivery of the
Settlement Shares can take place through the
Clearing System or in any other commercially
reasonable manner.

"Lieferstörung" bezeichnet ein Ereignis
außerhalb der Kontrolle der Emittentin, das
dazu führt, dass das Clearingsystem
Depotübertragungen von Lieferaktien nicht
durchführen kann.

"Settlement Disruption Event" means an
event beyond the control of the Issuer as a result of which the Clearing System cannot settle
book-entry transfers of such Settlement
Shares.

§ 10

Anpassung des Wandlungspreises

§ 10

Adjustment of the Conversion Price

(a)

Kapitalerhöhung durch Umwandlung der
Kapitalrücklage oder von Gewinnrücklagen,
Aktiensplit oder Zusammenlegung von Aktien
und Kapitalherabsetzung.

(a)

Capital Increase from Conversion of the Capital
Reserve or Retained Earnings, Share Split or
Combining of Shares and Capital Decrease.

(i) Falls die Emittentin vor dem maßgeblichen
Liefertag ihr Grundkapital durch Umwandlung der Kapital- oder Gewinnrücklage
durch die Ausgabe neuer Aktien der Emittentin erhöht (ausgenommen eine Scrip
Dividende), wird der Wandlungspreis
gemäß der nachstehenden Formel angepasst:
𝐶𝑃𝑎 = 𝐶𝑃 ×

(i) If, prior to the relevant Settlement Date, the
Issuer increases its share capital by way of
conversion of the capital reserve or retained earnings by issuing new shares of
the Issuer (other than constituting a Scrip
Dividend), the Conversion Price will be adjusted in accordance with the following formula:

𝑁𝑜
𝑁𝑛

𝐶𝑃𝑎 = 𝐶𝑃 ×

𝑁𝑜
𝑁𝑛

Dabei gilt Folgendes:

where:

CPa =

der angepasste Wandlungspreis;

CPa =

the adjusted Conversion Price;

CP

=

der unmittelbar vor dem Anpassungstag maßgebliche Wandlungspreis (vorbehaltlich § 10(j));

CP

=

the Conversion Price in effect immediately prior to the Adjustment
Date (subject to § 10(j));

Nn

=

die Anzahl ausgegebener Aktien
der Emittentin nach der Kapitalerhöhung; und

Nn

=

the number of issued shares of
the Issuer after the share capital
increase; and

No

=

die Anzahl ausgegebener Aktien
der Emittentin vor der Kapitalerhöhung.

No

=

the number of issued shares of
the Issuer before the share capital increase.

Falls die Grundkapitalerhöhung durch Umwandlung der Kapital- oder Gewinnrücklage nicht durch die Ausgabe neuer Aktien
der Emittentin, sondern mittels einer
Erhöhung des jeweiligen auf die einzelne
Aktie entfallenden anteiligen Betrags des
Grundkapitals (§ 207 Absatz 2 Satz 2
AktG) bewirkt wird, wird der Wandlungspreis nicht angepasst und bleibt unverändert. In diesem Fall sind die betreffenden
Lieferaktien mit ihrem entsprechend
erhöhten anteiligen Betrag des Grundkapitals zu liefern.

If the share capital increase by way of conversion of the capital reserve or retained
earnings is not effected by issuing new
shares of the Issuer but by means of an increase of the interest in the share capital
represented by each share (§ 207(2) sentence 2 AktG), the Conversion Price will not
be adjusted and will remain unchanged. In
this case the relevant Settlement Shares
will be delivered with their increased interest in the share capital represented by each
share.
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(b)

Mit einer Grundkapitalerhöhung durch Umwandlung der Kapital- oder Gewinnrücklage wird zugleich das bedingte Kapital der
Emittentin kraft Gesetzes im gleichen Umfang wie das Grundkapital erhöht (§ 218
AktG).

Simultaneously with the share capital increase by way of conversion of the capital
reserve or retained earnings the conditional
capital of the Issuer is increased by operation of law in the same proportion as the
share capital (§ 218 AktG).

(ii) Falls die Emittentin vor dem maßgeblichen
Liefertag:

(ii) If, prior to the relevant Settlement Date, the
Issuer:

(A) die Zahl der ausgegebenen Aktien der
Emittentin durch Herabsetzung des auf
die einzelne Aktie der Emittentin entfallenden anteiligen Betrags des
Grundkapitals erhöht (Aktiensplit) oder
die Anzahl der ausgegebenen Aktien
der Emittentin reduziert, indem der auf
die einzelne Aktie der Emittentin entfallende anteilige Betrag des Grundkapitals erhöht wird, ohne das Grundkapital herabzusetzen (umgekehrter
Aktiensplit); oder

(A) increases the number of shares of the
Issuer issued by reduction of the interest in the share capital represented by
each share of the Issuer (share split) or
reduces the number of issued shares of
the Issuer by increasing the interest in
the share capital represented by each
share of the Issuer with no change in
the share capital (reverse share split);
or

(B) ihr Grundkapital durch Zusammenlegung von Aktien herabsetzt,

(B) reduces its share capital by combining
shares,

wird der Wandlungspreis gemäß § 10(a)(i)
angepasst, soweit sich aus § 10(a)(iii)
nichts anderes ergibt.

the Conversion Price will be adjusted in accordance with § 10(a)(i) to the extent not
otherwise provided for in § 10(a)(iii).

(iii) Falls die Emittentin vor dem maßgeblichen
Liefertag das Grundkapital der Emittentin
durch Herabsetzung des auf die einzelne
Aktie entfallenden anteiligen Betrags des
Grundkapitals herabsetzt, wird der Wandlungspreis nicht angepasst und bleibt unverändert. In diesem Fall sind die betreffenden Lieferaktien mit ihrem jeweiligen
neuen, auf die einzelne Aktie entfallenden
anteiligen Betrag des Grundkapitals zu
liefern.

(iii) If, prior to the relevant Settlement Date, the
Issuer decreases the share capital of the Issuer by way of a reduction of the interest in
the share capital represented by each
share, the Conversion Price will remain unchanged. In this case the relevant Settlement Shares will be delivered with their respective new interest in the share capital
represented by each share.

Keine Anpassung des Wandlungspreises
erfolgt im Fall einer Kapitalherabsetzung
durch Einziehung von eigenen Aktien.

No adjustment of the Conversion Price will
be made in case of a capital decrease by
cancelling shares held in treasury.

Kapitalerhöhung gegen Bareinlagen mit Bezugsrecht. Falls die Emittentin vor dem
maßgeblichen Liefertag unter Einräumung
eines unmittelbaren oder mittelbaren Bezugsrechts an ihre Aktionäre ihr Grundkapital mittels
der Ausgabe neuer Aktien der Emittentin gegen
Bareinlagen erhöht (Bezugsrechtsemission)
(§§ 182, 186 AktG) (ausgenommen eine Scrip
Dividende), wird der Wandlungspreis gemäß
der nachstehenden Formel angepasst:
𝐶𝑃𝑎 = 𝐶𝑃 × [

𝑁𝑜
𝐼+𝐷
𝐼+𝐷
× (1 −
)+
]
𝑁𝑛
𝑀
𝑀

(b)

Capital Increase against cash contributions
with Subscription Rights. If, prior to the relevant Settlement Date, the Issuer increases its
share capital through the issuance of new
shares of the Issuer against cash contributions
while granting its shareholders a direct or indirect subscription right (rights issue) (§§ 182,
186 AktG) (other than constituting a Scrip Dividend), the Conversion Price will be adjusted in
accordance with the following formula:
𝐶𝑃𝑎 = 𝐶𝑃 × [

Dabei gilt Folgendes:

where:

CPa =

CPa =

der angepasste Wandlungspreis;

𝑁𝑜
𝐼+𝐷
𝐼+𝐷
× (1 −
)+
]
𝑁𝑛
𝑀
𝑀

the adjusted Conversion Price;
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CP

=

der unmittelbar vor dem Anpassungstag maßgebliche Wandlungspreis (vorbehaltlich § 10(j));

CP

=

the Conversion Price in effect immediately prior to the Adjustment Date
(subject to § 10(j));

Nn

=

die Anzahl ausgegebener Aktien der
Emittentin nach der Kapitalerhöhung;

Nn

=

the number of issued shares of the
Issuer after the share capital increase;

No

=

die Anzahl ausgegebener Aktien der
Emittentin vor der Kapitalerhöhung;

No

=

the number of issued shares of the
Issuer before the share capital increase;

I

=

der Bezugspreis der neuen Aktien
der Emittentin;

I

=

the subscription price of the new
shares of the Issuer;

D

=

der von der Berechnungsstelle bestimmte etwaige Dividendennachteil
(nicht diskontiert) der neuen Aktien
der Emittentin gegenüber Altaktien
an dem Stichtag der Bezugsrechtsemission; und

D

=

the dividend disadvantage (not discounted), if any, of the new shares of
the Issuer compared to the existing
shares on the Record Date of the
rights issue, as determined by the
Calculation Agent; and

M

=

der Durchschnittliche Marktpreis.

M

=

the Average Market Price.

Eine Anpassung des Wandlungspreises findet
nicht statt, wenn bei Anwendung der obigen
Formel CPa größer als CP wäre.
(c)

Bezugsrechtsemissionen
von
Sonstigen
Wertpapieren. Falls die Emittentin ihren Aktionären vor dem maßgeblichen Liefertag ein
unmittelbares oder mittelbares Bezugsrecht
gewährt auf

There will be no adjustment of the Conversion
Price if CPa would, by applying the above formula, be greater than CP.
(c)

Issue of Other Securities with Subscription
Rights. If, prior to the relevant Settlement Date,
the Issuer grants to its shareholders direct or
indirect subscription rights in relation to

(i) eigene Aktien (ausgenommen eine Scrip
Dividende);

(i) shares held in treasury (eigene Aktien)
(other than constituting a Scrip Dividend);

(ii) Wertpapiere mit Bezugs-, Options- oder
Wandlungsrechten oder -pflichten auf Aktien der Emittentin (mit Ausnahme der
Einräumung von Bezugsrechten im Rahmen von Kapitalerhöhungen nach § 10(b));
oder

(ii) securities with subscription or option or
conversion rights or conversion obligations
in relation to shares of the Issuer (but excluding the granting of subscription rights in
the course of share capital increases in accordance with § 10(b)); or

(iii) andere Schuldverschreibungen, Genussscheine oder sonstige Wertpapiere der Emittentin

(iii) other debt securities, participation rights or
other securities of the Issuer

(die vorstehend in (i) bis (iii) genannten Wertpapiere gemeinsam "Sonstige Wertpapiere"),
wird der Wandlungspreis gemäß der nachstehenden Formel angepasst:

(the securities listed in (i) through (iii) together,
the "Other Securities"), the Conversion Price
will be adjusted in accordance with the following formula:

𝐶𝑃𝑎 = 𝐶𝑃 ×

𝑀−𝐹
𝑀

𝐶𝑃𝑎 = 𝐶𝑃 ×

𝑀−𝐹
𝑀

Dabei gilt Folgendes:

where:

CPa =

der angepasste Wandlungspreis;

CPa =

the adjusted Conversion Price;

CP

der unmittelbar vor dem Anpassungstag maßgebliche Wandlungspreis (vorbehaltlich § 10(j));

CP

the Conversion Price in effect immediately prior to the Adjustment Date
(subject to § 10(j));

=

=
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M

=

der Durchschnittliche
und

Marktpreis,

M

=

the Average Market Price; and

F

=

der Angemessene Marktwert der unmittelbaren oder mittelbaren Bezugsrechte auf Sonstige Wertpapiere, die
zu erhalten ein Aktionär der Emittentin je Stammaktie berechtigt ist, an
dem Ex-Tag der Gewährung.

F

=

the Fair Market Value of the direct or
indirect rights to subscribe for such
Other Securities to which a shareholder of the Issuer is entitled per Ordinary Share on the Ex Date of such
grant,

Eine Anpassung wird nur vorgenommen, wenn
F > 0.

provided that an adjustment will only be made
if F > 0.

(d)

Ausnahmen von Anpassungen. Eine Anpassung des Wandlungspreises gemäß § 10(b)
und (c) tritt nicht ein, wenn die Emittentin jedem
Anleihegläubiger das unmittelbare oder mittelbare Bezugsrecht auf die gleiche Anzahl neuer
Aktien der Emittentin oder Sonstiger Wertpapiere einräumt, die zu erhalten der Anleihegläubiger berechtigt gewesen wäre, hätte er das
Wandlungsrecht ausgeübt und die Lieferaktien
unmittelbar vor dem Stichtag erhalten.

(d)

Exceptions from Adjustments. An adjustment
of the Conversion Price in accordance with
§ 10(b) and (c) will not take effect if the Issuer
grants each Bondholder the direct or indirect
subscription rights to the same number of new
shares of the Issuer or Other Securities, as the
case may be, to which such Bondholder would
have been entitled had the Bondholder exercised the Conversion Right and received the
Settlement Shares immediately prior to the
Record Date.

(e)

Ausschüttungen. Falls die Emittentin vor dem
maßgeblichen Liefertag an ihre Aktionäre:

(e)

Distributions. If, prior to the relevant Settlement Date, the Issuer distributes, allots or
grants to its shareholders:

(i) Vermögenswerte (die nicht unter die
nachstehenden Absätze (ii), (iii) oder (iv)
fallen), einschließlich einer Sachdividende
aber ausschließlich von Spaltungsaktien;
oder

(i) any assets (not falling under clauses (ii),
(iii) or (iv) below) including any dividend in
kind but excluding any Spin-off Shares; or

(ii) eine Bardividende; oder

(ii) any Cash Dividend; or

(iii) Schuldverschreibungen, Options- oder
Wandlungsrechte (mit Ausnahme der oben
in § 10(c) genannten Rechte); oder

(iii) debt securities or warrants or conversion
rights (with the exclusion of the rights mentioned above in § 10(c)); or

(iv) Verkaufsoptionen im Fall eines Aktienrückkaufs

(iv) put options in the case of a share repurchase,

ausschüttet, zuteilt oder gewährt, wird der
Wandlungspreis gemäß der nachstehenden
Formel angepasst:

the Conversion Price will be adjusted in accordance with the following formula:

𝐶𝑃𝑎 = 𝐶𝑃 ×

𝑀−𝐹
𝑀

𝐶𝑃𝑎 = 𝐶𝑃 ×

𝑀−𝐹
𝑀

Dabei gilt Folgendes:

where:

CPa =

der angepasste Wandlungspreis;

CPa =

the adjusted Conversion Price;

CP

=

der unmittelbar vor dem Anpassungstag maßgebliche Wandlungspreis (vorbehaltlich § 10(j));

CP

=

the Conversion Price in effect immediately prior to the Adjustment Date
(subject to § 10(j));

M

=

der Durchschnittliche Marktpreis;

M

=

the Average Market Price;

F

=

im Fall (i), (ii) oder (iii) der Angemessene Marktwert der Ausschüttung,
Zuteilung oder Gewährung, die zu

F

=

in case of (i), (ii) or (iii) the Fair Market
Value of such distribution, allotment
or grant per Ordinary Share to which
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erhalten ein Aktionär der Emittentin
je Stammaktie berechtigt ist, an dem
Ex-Tag der Ausschüttung, Zuteilung
oder Gewährung, und

a shareholder of the Issuer is entitled
on the Ex Date of such distribution,
allotment or grant, and

im Fall (iv) der Verkaufsoptionswert
der zugeteilten oder gewährten
Verkaufsoptionen je Stammaktie.

in the case of (iv) the Put Option
Value of the put options allotted or
granted per Ordinary Share,

Eine Anpassung wird nur vorgenommen, wenn
F > 0.

provided that an adjustment will only be made
if F > 0.

(f)

Anpassungen gemäß § 10(e) werden auch bei
Beschluss und/oder Ausschüttung am selben
Tag unabhängig und getrennt voneinander
durchgeführt und berechnet.

(f)

Adjustments in accordance with § 10(e) will,
also in cases of a resolution and/or distribution
on the same day, be made and calculated independently and separately of each other.

(g)

Übertragende Verschmelzung oder Aufspaltung. Falls eine Übertragende Verschmelzung
(§ 2 UmwG) oder eine Aufspaltung (§ 123 Absatz 1 UmwG) der Emittentin vor dem
maßgeblichen Liefertag eintritt, hat jeder Anleihegläubiger das Recht auf Gewährung
gleichwertiger Rechte an dem übernehmenden
Rechtsträger bzw. den übernehmenden
Rechtsträgern gemäß § 23 UmwG bzw.
§§ 125, 23 UmwG.

(g)

Transferring Merger or Split-up. If a Transferring Merger (§ 2 UmwG) or a split-up (Aufspaltung, § 123(1) UmwG) of the Issuer occurs prior
to the relevant Settlement Date, each Bondholder will be entitled to receive equivalent
rights in the transferee entity(ies) (übernehmender Rechtsträger) as provided by § 23
UmwG or §§ 125, 23 UmwG.

(h)

Abspaltung. Falls eine Abspaltung (§ 123 Absatz 2 UmwG) der Emittentin vor dem
maßgeblichen Liefertag eintritt, wird der Wandlungspreis gemäß der nachstehenden Formel
angepasst:

(h)

Spin-off. If a spin-off (Abspaltung, § 123(2)
UmwG) of the Issuer occurs prior to the relevant Settlement Date, the Conversion Price will
be adjusted in accordance with the following
formula:

𝐶𝑃𝑎 = 𝐶𝑃 ×

𝑀−𝐹
𝑀

𝐶𝑃𝑎 = 𝐶𝑃 ×

Dabei gilt Folgendes:

where:

CPa =

der angepasste Wandlungspreis;

CPa =

the adjusted Conversion Price;

CP

=

der unmittelbar vor dem Anpassungstag maßgebliche Wandlungspreis (vorbehaltlich § 10(j));

CP

=

the Conversion Price in effect immediately prior to the Adjustment Date
(subject to § 10(j));

M

=

der Durchschnittliche
und

Marktpreis;

M

=

the Average Market Price; and

F

=

der Angemessene Marktwert der
Anzahl der Spaltungsaktien, die zu
erhalten ein Aktionär der Emittentin
je Stammaktie berechtigt ist, an dem
Ex-Tag der Abspaltung.

F

=

the Fair Market Value of the number
of Spin-off Shares to which a shareholder of the Issuer is entitled per Ordinary Share, on the Ex Date of the
spin off,

Eine Anpassung wird nur vorgenommen, wenn
F > 0.
(i)

𝑀−𝐹
𝑀

Falls vor dem maßgeblichen Liefertag eine
Verschmelzung (§ 2 UmwG), bei der die Emittentin der übernehmende Rechtsträger ist, eine
Ausgliederung eines Vermögenswerts oder
mehrerer Vermögenswerte durch die Emittentin (§ 123 Absatz 3 UmwG) oder ein ähnliches

provided that an adjustment will only be made
if F > 0.
(i)

If a merger (Verschmelzung, § 2 UmwG) of the
Issuer as the acquiring entity (übernehmender
Rechtsträger), or a hive down of one asset or
several assets by the Issuer (Ausgliederung,
§ 123(3) UmwG), or an analogous event occurs

183

Ereignis eintritt, bleibt der Wandlungspreis unverändert.
(j)

(k)

Sofern Anpassungen des Wandlungspreises
nach mehr als einer der Vorschriften von
§ 10(a), (b), (c), (e), (g) und/oder (h)
durchzuführen sind, oder sofern die Berechnung einer Anpassung nach einer dieser
Vorschriften
auf
der
Grundlage
von
Marktwerten erfolgt, die aufgrund einer anderen dieser Vorschriften zuvor anzupassen
sind:

prior to the relevant Settlement Date, the Conversion Price will remain unchanged.
(j)

If adjustments of the Conversion Price are required under more than one of § 10(a), (b), (c),
(e), (g) and/or (h), or if the calculation of an adjustment under one of these provisions is based
on market values which are required to be adjusted under another of these provisions beforehand, then such adjustment will be made:

(x) wird, sofern der Anpassungstag für diese
Anpassungen auf denselben Tag fällt,
zuerst eine Anpassung nach § 10(a)(ii),
zweitens nach § 10(e), drittens nach
§ 10(a)(i), viertens nach § 10(b), fünftens
nach § 10(c), sechstens nach § 10(g), und
schließlich nach § 10(h) durchgeführt, aber
nur soweit die jeweilige Vorschrift nach
Maßgabe ihrer Bestimmungen anwendbar
ist; und

(x) in the case of adjustments with the same
Adjustment Date by applying, first
§ 10(a)(ii), second § 10(e), third § 10(a)(i),
fourth § 10(b), fifth § 10(c), sixth § 10(g)
and finally § 10(h), but only to the extent
each such provision is applicable in accordance with its terms; and

(y) werden in anderen Fällen die maßgeblichen Absätze gemäß der Folge ihrer
Anpassungstage angewendet.

(y) in other cases by applying the relevant
clauses in the sequence in which their Adjustment Dates occur.

Falls in einem der in diesem § 10(j)
beschriebenen Fälle die Berechnung einer
Anpassung gemäß einem der hier genannten
Absätze der Anwendung eines anderen Absatzes nachfolgt, und falls die Berechnung der
zweiten Anpassung oder einer folgenden
Anpassung sich auf den Durchschnittlichen
Marktpreis oder auf den Aktienkurs in einem
Zeitraum vor dem Ex-Tag für eine Maßnahme
bezieht, die nach dem zuerst anzuwendenden
Absatz zu einer Anpassung führt, so wird der
Durchschnittliche Marktpreis oder der Aktienkurs für diese Zeiträume zu dem Zwecke der
Berechnung nachfolgender Anpassungen mit
dem Faktor multipliziert, der bei der Multiplikation der vorangehenden Anpassung angewendet wurde. Falls der Verkaufsoptionswert oder ein Angemessener Marktwert unter
Berücksichtigung des Werts der Stammaktie
während dieses Zeitraums zu berechnen ist,
setzt die Berechnungsstelle oder ein Unabhängiger Sachverständiger gegebenenfalls
den Verkaufsoptionswert oder den maßgeblichen Angemessenen Marktwert auf Basis des
entsprechend angepassten Werts der Stammaktie fest.

If in any of the cases referred to in this § 10(j),
the calculation of an adjustment under one of
the clauses above is made subsequent to the
application of any of the other clause, and if the
calculation of the second or any subsequent
adjustment refers to the Average Market Price
or the Share Price in a period prior to the Ex
Date for a measure requiring adjustment in accordance with the clause which is to be applied
first, the Average Market Price or the Share
Price for those periods, for purposes of the calculation of the subsequent adjustments, will be
multiplied by the factor used for the multiplication of the preceding adjustment. To the extent
that the Put Option Value or a Fair Market Value
is to be calculated in consideration of the value
of the Ordinary Share during such period, the
Calculation Agent or an Independent Expert, as
the case may be, will calculate the Put Option
Value or the relevant Fair Market Value, where
applicable, on the basis of the value of the Ordinary Share so adjusted.

Falls

(k)

If

(x) die Emittentin feststellt oder

(x) the Issuer determines, or

(y) die Emittentin Erklärungen von Anleihegläubigern erhalten hat, die zusammen
Schuldverschreibungen
mit
einem
Gesamtnennbetrag von insgesamt mindestens 10 % des Gesamtnennbetrags der

(y) the Issuer has received notices from Bondholders holding Bonds in an aggregate
principal amount of at least 10% of the aggregate principal amount of all Bonds then
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(l)

sich zu diesem Zeitpunkt insgesamt im Umlauf befindenden Schuldverschreibungen
halten, in denen die Anleihegläubiger
feststellen,

outstanding in which the Bondholders determine

dass Ereignisse oder Umstände eingetreten
sind, die außerhalb der Vorgaben von § 10(a)
bis (h) eine Anpassung wegen Verwässerung
notwendig machen (sofern nicht die Ereignisse
oder Umstände ausdrücklich von der Anwendung der § 10(a) bis (h) ausgeschlossen
wurden), wird die Emittentin auf eigene Kosten
und in Abstimmung mit der Berechnungsstelle
einen Unabhängigen Sachverständigen um
eine umgehende Feststellung ersuchen, welche weitere Anpassung gegebenenfalls den
Umständen entsprechend billig und angemessen ist und welcher Tag der Anpassungstag ist.
Der Unabhängige Sachverständige wird gegebenenfalls die Anpassung bestimmen, die
gemäß dessen Feststellung an dem Anpassungstag wirksam wird.

that another adjustment for dilution should be
made as a result of one or more events or circumstances not referred to above in § 10(a) to
(h) (except for events or circumstances that are
specifically excluded from the operation of
§ 10(a) to (h)), the Issuer will, at its own expense and in consultation with the Calculation
Agent, request an Independent Expert to determine as soon as practicable what further adjustment (if any) is fair and reasonable to take
account thereof and the Adjustment Date. The
Independent Expert will determine such adjustment (if any) which will take effect in accordance with such determination on the Adjustment Date.

Keine Anpassungen erfolgen im Hinblick auf
die Ausgabe von Aktien, Aktienoptionen oder
Wandelgenussrechten
und/oder
Aktienbeteiligungsprogramme und/oder ähnliche
Programme für Mitglieder des Vorstands oder
des Aufsichtsrats (oder, im Fall von Tochtergesellschaften, deren Gremien bzw. Organe)
und/oder Mitarbeiter der Emittentin und/oder
deren Tochtergesellschaften.

No adjustments will be made in relation to the
issuance of shares, stock options or convertible
participation rights and/or stock ownership programmes and/or similar programmes for any
members of the management board or supervisory board (or, in the case of Subsidiaries, their
corporate bodies or boards) and/or employees
of the Issuer and/or any of its Subsidiaries.

Keine Anpassungen erfolgen ferner im Zusammenhang mit der Ausgabe von Aktien oder von
Sonstigen Wertpapieren, für die das Bezugsrecht der Aktionäre mittelbar (bedingtes
Kapital) oder unmittelbar ausgeschlossen ist.

No adjustments shall furthermore be made in
relation to the issue of shares or Other Securities for which the subscription right of shareholders has been indirectly (conditional capital)
or directly excluded.

Anpassungen nach Maßgabe dieses § 10
werden zu Beginn des Anpassungstags
wirksam.

(l)

Adjustments in accordance with this § 10 will
become effective as of the beginning of the Adjustment Date.

"Anpassungstag" bezeichnet:

"Adjustment Date" means:

(i) im Fall einer Anpassung gemäß § 10(a),
den von der Berechnungsstelle bestimmten Tag, an dem das die Anpassung
auslösende Ereignis wirksam wird;

(i) in the case of an adjustment in accordance
with § 10(a), the date on which the relevant
event triggering the adjustment becomes
effective, as determined by the Calculation
Agent,

(ii) im Fall einer Anpassung gemäß § 10(b),
§ 10(c), § 10(e) oder § 10(h), den betreffenden Ex-Tag, frühestens jedoch den
ersten Tag, an dem die betreffende Anpassung festgestellt werden kann;

(ii) in the case of an adjustment in accordance
with § 10(b), § 10(c), § 10(e) or § 10(h), the
relevant Ex Date or, if later, the first date on
which such adjustment is capable of being
determined;

(iii) im Fall einer Anpassung gemäß § 10(g),
den Tag, an dem die Verschmelzung (§ 2
UmwG) oder eine Aufspaltung (§ 123 Absatz 1 UmwG) der Emittentin wirksam wird;
oder

(iii) in the case of an adjustment in accordance
with § 10(g), the date on which the merger
(Verschmelzung, § 2 UmwG) or the split-up
(Aufspaltung, § 123(1) UmwG) of the Issuer becomes effective; or
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(iv) im Fall einer Anpassung gemäß § 10(k),
den von dem Unabhängigen Sachverständigen festgelegten Tag, an dem die Anpassung wirksam wird.

(iv) in the case of an adjustment in accordance
with § 10(k), the date on which such adjustment becomes effective, as determined by
the Independent Expert.

Im Falle von Schuldverschreibungen, für die
das Wandlungsrecht ausgeübt wurde, werden
keine Anpassungen nach Maßgabe dieses
§ 10 vorgenommen, sofern der Anpassungstag
auf den betreffenden Liefertag fällt oder diesem
nachfolgt.

In the case of Bonds in respect of which the
Conversion Right has been exercised no adjustments in accordance with this § 10 will be
made if the Adjustment Date falls on or after the
relevant Settlement Date.

(m)

Anpassungen nach den vorstehenden Bestimmungen werden durch die Berechnungsstelle vorbehaltlich § 14(c) berechnet.
Der gemäß diesem § 10 angepasste Wandlungspreis wird auf vier Dezimalstellen gerundet, wobei ab € 0,00005 aufgerundet wird.

(m)

Adjustments in accordance with the foregoing
provisions will be calculated by the Calculation
Agent, subject to § 14(c). The Conversion Price
determined in accordance with this § 10 will be
rounded to four decimal places with € 0.00005
being rounded upwards.

(n)

Es erfolgt keine Anpassung des Wandlungspreises, soweit der Wandlungspreis für eine
Lieferaktie unter den zu dem Zeitpunkt einer
solchen Anpassung auf die einzelne Aktie entfallenden anteiligen Betrag des Grundkapitals
der Emittentin (§ 9 Absatz 1 AktG) herabgesetzt würde. Gleichwohl wird auf jeden Umstand hin, der ohne diesen § 10(n) eine unter
dem auf die einzelne Aktie entfallenden anteiligen Betrag des Grundkapitals der Emittentin
liegende Anpassung des Wandlungspreises
zur Folge hätte, die Berechnung aller nachfolgenden Anpassungen auf der Basis des Wandlungspreises vorgenommen, der bei Nichtanwendbarkeit dieses § 10(n) berechnet worden
wäre. Liegt das Ergebnis solcher Berechnungen unter dem auf die einzelne Aktie entfallenden anteiligen Betrag des Grundkapitals
der Emittentin, so entspricht der Wandlungspreis dem auf die einzelne Aktie entfallenden
anteiligen Betrag des Grundkapitals der Emittentin. Soweit eine Anpassung des Wandlungspreises aufgrund dieses § 10(n) nicht durchgeführt werden darf, ist die Emittentin nicht
dazu verpflichtet, den Anleihegläubigern eine
Geldzahlung oder anderen Ausgleich zu leisten.

(n)

No adjustment to the Conversion Price will be
made to the extent that the Conversion Price for
one Settlement Share would thereby be reduced below the interest in the share capital of
the Issuer represented by each share (§ 9(1)
AktG) effective as of the date of such adjustment. Without prejudice to the foregoing, upon
any event which, but for this § 10(n), would result in an adjustment to the Conversion Price to
an amount which is less than the interest in the
share capital of the Issuer represented by each
share, the calculation of any subsequent adjustments will be made on the amount of the
Conversion Price which would have resulted
had this § 10(n) not applied. If the result of such
adjustments is below the interest in the share
capital of the Issuer represented by each share,
the Conversion Price will be equal to the interest in the share capital of the Issuer represented by each share. To the extent that an adjustment to the Conversion Price must not be
made as a result of this § 10(n), the Issuer will
not be obliged to compensate the Bondholders
by a cash payment or in any other way.

(o)

In diesen Anleihebedingungen haben die folgenden Begriffe die ihnen nachfolgend zugewiesene Bedeutung:

(o)

In these Terms and Conditions the following
terms will have the following meaning:

"Angemessener Marktwert" eines Wertpapiers (einschließlich der Stammaktie und einer
etwaigen Spaltungsaktie), Rechts oder sonstigen Vermögensgegenstands oder einer
Ausschüttung an einem FMV-Tag bezeichnet,

"Fair Market Value" of a security (including the
Ordinary Share and any Spin-off Share), right
or other asset or distribution, on any FMV Date,
means,

(i) falls die Emittentin an ihre Aktionäre eine
Bardividende (mit Ausnahme einer Scrip
Dividende) zahlt oder einen sonstigen
Geldbetrag ausschüttet, den Betrag der
Bardividende bzw. den Betrag der sonstigen Ausschüttung in Geld je Stammaktie
vor dem Abzug von Quellensteuer an

(i) if the Issuer pays to its shareholders a Cash
Dividend (other than a Scrip Dividend) or
distributes any other cash amount, the
amount of such Cash Dividend or the
amount of such other distribution in cash
per Ordinary Share prior to deduction of
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diesem FMV-Tag, wie von der Berechnungsstelle festgestellt;

any withholding tax on such FMV Date, as
determined by the Calculation Agent;

(ii) im Fall einer Scrip Dividende den höheren
der folgenden, von der Berechnungsstelle
bestimmten Beträge:

(ii) in the case of a Scrip Dividend, the greater,
as determined by the Calculation Agent, of
the following amounts:

(A) den Geldbetrag der Scrip Dividende an
diesem FMV-Tag; oder

(A) the cash amount thereof on such FMV
Date; and

(B) den Wert der von der Emittentin alternativ zu diesem Geldbetrag angebotenen Aktien oder sonstigen Wertpapiere, Rechte oder sonstigen Vermögensgegenstände. Dieser Wert
entspricht

(B) the value of the shares or other securities, rights or assets offered by the Issuer as an alternative to such cash
amount. Such value will be equal to,

(I) im Fall von Stammaktien

(I) in the case of Ordinary Shares,

(1) dem gemäß der in dem nachstehenden Absatz (iii) enthaltenen Formel berechneten
Angemessenen Marktwert der
Stammaktien an diesem FMVTag, bzw.

(1) the Fair Market Value of such
Ordinary Shares on such FMV
Date as calculated pursuant to
the formula in clause (iii) below, or

(2) wenn der Scrip-Feststellungstermin auf den oder nach dem
Ex-Tag der Scrip Dividende
fällt, dem Produkt aus der Anzahl der je existierender Stammaktie ausgeschütteten Stammaktien und dem rechnerischen Durchschnitt der
täglichen Aktienkurse an den
letzten drei Handelstagen, die
an dem Handelstag (einschließlich) vor dem Scrip-Feststellungstermin enden (wobei falls
die Stammaktie an einem oder
mehreren
Handelstagen
"cum-" der betreffenden Scrip
Dividende notiert, dann wird
der tägliche Aktienkurs an
jedem der betreffenden Handelstage um einen Betrag vermindert, der dem Angemessenen Marktwert der Scrip Dividende an deren Ex-Tag
entspricht), und

(2) if the Scrip Determination Date
falls on or after the Ex Date of
the Scrip Dividend, the product
of the number of Ordinary
Shares distributed per existing
Ordinary Share and the arithmetic average of the daily
Share Prices, on the three
Trading Days ending on and including the Trading Day prior to
the Scrip Determination Date
(provided that if the Ordinary
Share is quoted cum- such
Scrip Dividend on one or more
of such Trading Days, the relevant daily Share Price on each
such Trading Day shall be reduced by an amount equal to
the Fair Market Value of such
Scrip Dividend on the Ex-Date
of such Scrip Dividend), and

(II) im Fall von sonstigen Wertpapieren, Rechten oder sonstigen
Vermögensgegenständen
dem
gemäß Absatz (iv) bzw. Absatz (v)
festgestellten
Angemessenen
Marktwert der sonstigen Wertpapiere, Rechte oder sonstigen Vermögensgegenstände
an dem
späteren der folgenden Tage:
(1) dem Ex-Tag der Scrip Dividende oder (2) dem Scrip-Feststel-

(II) in the case of other securities,
rights or assets, the Fair Market
Value of such other securities,
rights or assets, as at the later of
(1) the Ex Date of the Scrip Dividend and (2) the Scrip Determination Date, as determined pursuant
to clause (iv) or, as the case may
be, clause (v), below, all as determined by the Calculation Agent;
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lungstermin, wobei die Berechnungsstelle alle Feststellungen
trifft;
(iii) im Fall von Stammaktien (für Zwecke von
§ 10(e)(i) oder dem vorstehenden Absatz
(ii)(B)(I)(1)), den von der Berechnungsstelle gemäß der folgenden Formel
berechneten Betrag:
𝐹=

(iii) in the case of Ordinary Shares (for the purposes of § 10(e)(i) or clause (ii)(B)(I)(1)
above), the amount calculated by the Calculation Agent in accordance with the following formula:

𝑀×𝑁
(1 + 𝑁)

𝐹=

𝑀×𝑁
(1 + 𝑁)

Dabei gilt Folgendes:

where:

F

=

der Angemessene Marktwert an
diesem FMV-Tag;

F

=

the Fair Market Value on such
FMV Date;

M

=

der Durchschnittliche Marktpreis;
und

M

=

the Average Market Price; and

N

=

die Anzahl der je existierender
Stammaktie
ausgeschütteten
Stammaktien;

N

=

the number of Ordinary Shares
distributed per existing Ordinary
Share;

(iv) im Fall sonstiger Wertpapiere (einschließlich Spaltungsaktien), Rechte oder sonstiger Vermögensgegenstände, die an
einer Wertpapierbörse oder einem Wertpapier-Markt mit adäquater Liquidität (wie
durch die Berechnungsstelle festgelegt)
öffentlich gehandelt werden, die Anzahl der
je Stammaktie ausgeschütteten sonstigen
Wertpapiere, Rechte oder sonstigen Vermögensgegenstände multipliziert mit dem
rechnerischen Durchschnitt der täglichen
Wertpapierkurse für das betreffende
Wertpapier, das betreffende Recht oder
den betreffenden sonstigen Vermögensgegenstand an den fünf Handelstagen (oder
gegebenenfalls
in
einem
kürzeren
Zeitraum, innerhalb dessen die betreffenden Wertpapiere, Rechte oder sonstigen Vermögensgegenstände öffentlich
gehandelt werden), die an dem betreffenden FMV-Tag (frühestens jedoch an
dem Angepassten FMV-Tag) beginnen,
wie durch die Berechnungsstelle berechnet; bzw.

(iv) in the case of any other security (including
Spin-off Shares), right or other asset which
is publicly traded on a stock exchange or
securities market of adequate liquidity (as
determined by the Calculation Agent), the
number of such securities, rights or other
assets distributed per Ordinary Share multiplied by the arithmetic average of the daily
Security Prices of such security, right or
other asset on the five Trading Days (or
such shorter period as such securities,
rights or other assets are publicly traded)
beginning on such FMV Date (or, if later,
the Adjusted FMV Date), as calculated by
the Calculation Agent; or

(v) im Fall sonstiger Wertpapiere (einschließlich Spaltungsaktien), Rechte oder sonstiger Vermögensgegenstände, die nicht
an einer Wertpapierbörse oder einem
Wertpapier-Markt mit adäquater Liquidität
öffentlich gehandelt werden, den von
einem Unabhängigen Sachverständigen
festgelegten angemessenen Marktwert an
diesem FMV-Tag der je Stammaktie
ausgeschütteten Wertpapiere, Rechte oder
sonstigen Vermögensgegenstände,

(v) in the case of any other security (including
Spin-off Shares), right or other asset which
is not publicly traded on a stock exchange
or securities market of adequate liquidity,
the fair market value on such FMV Date of
such securities, rights or other assets distributed as determined by an Independent
Expert,

jeweils (sofern erforderlich) umgerechnet in
EUR mit dem an dem betreffenden FMV-Tag
(bzw., soweit anwendbar, an dem betreffenden

in each case converted (if necessary) into EUR
at the Relevant FX Rate in effect on the relevant
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Angepassten FMV-Tag) geltenden Maßgeblichen Wechselkurs.

FMV Date (or the relevant Adjusted FMV Date,
if applicable).

Dabei bezeichnet:

Where:

"Angepasster FMV-Tag" bezeichnet den
ersten Handelstag, an dem die betreffenden
Wertpapiere, Rechte oder sonstigen Vermögensgegenstände öffentlich gehandelt
werden.

"Adjusted FMV Date" means the first such
Trading Day on which the relevant securities,
rights or other assets are publicly traded.

"FMV-Tag" bezeichnet jeden Tag, für den ein
Angemessener Marktwert eines Wertpapiers,
Rechts oder sonstigen Vermögensgegenstands bestimmt wird.

"FMV Date" means any date for which the Fair
Market Value of any security, right or other asset is to be determined.

"Maßgeblicher Wechselkurs" für die Umrechnung von einer Währung in Euro an einem bestimmten Tag den Kassa-Wechselmittelkurs
(spot mid-rate) zwischen den betreffenden
Währungen um 13:00 Uhr Frankfurter Zeit an
diesem Tag, wie er auf der Bloomberg
Bildschirmseite BFIX (oder einer NachfolgerBildschirmseite) erscheint oder von dieser hergeleitet wird.

"Relevant FX Rate" means on any day, and, in
respect of the conversion of any currency into
Euro the spot mid-rate of exchange at 1:00 p.m.
Frankfurt time on that day for such pair of currencies as appearing on or derived from Bloomberg page BFIX (or any successor page
thereto).

Falls der Maßgebliche Wechselkurs nicht
gemäß den vorstehenden Bestimmungen ermittelt werden kann, ist der Maßgebliche Wechselkurs der in entsprechender Anwendung der
vorstehenden Regelungen bestimmte Wechselkurs an dem letzten Tag vor dem betreffenden Tag, an dem der Wechselkurs ermittelt werden kann. Wenn der Maßgebliche
Wechselkurs nicht auf diese Weise ermittelt
werden kann, dann wird ein Unabhängiger
Sachverständiger den Maßgeblichen Wechselkurs auf der Basis solcher Notierungen oder
anderer Informationen bestimmen, die dieser
Unabhängige Sachverständige für maßgeblich
hält; diese Bestimmung ist abschließend.

If the Relevant FX Rate cannot be determined
in accordance with the foregoing provisions, the
Relevant FX Rate shall be the exchange rate
determined in accordance with the foregoing
provisions mutatis mutandis but with respect to
the last day preceding such day on which such
rate can be determined. If the Relevant FX Rate
cannot be so determined, an Independent Expert will determine the Relevant FX Rate on the
basis of such quotations or other information as
such Independent Expert considers appropriate; any such determination will be conclusive.

"Scrip-Feststellungstermin" für eine Scrip
Dividende bezeichnet den späteren der folgenden Tage: (i) den letzten Tag, an dem ein
Aktionär der Emittentin das in der Definition des
Begriffs "Scrip Dividende" beschriebene Wahlrecht ausüben kann und (ii) den Tag an dem
die Anzahl der je existierender Stammaktie
ausgeschütteten Stammaktien oder anderen
Wertpapiere, Rechte oder sonstigen Vermögensgegenstände festgestellt wird.

"Scrip Determination Date" means, in respect
of a Scrip Dividend, the later of the (i) the last
date on which a shareholder of the Issuer can
make such election as is referred to in the definition of "Scrip Dividend" and (ii) the date on
which the number of Ordinary Shares or other
securities, rights or assets granted per existing
Ordinary Share is determined.

"Bardividende" bezeichnet jede von der Emittentin in Geld gezahlte Dividende oder
anderweitige Ausschüttung je Stammaktie vor
dem Abzug von Quellensteuer und schließt
jede Abschlagszahlung auf den Bilanzgewinn
ein.

"Cash Dividend" means any cash dividend or
other distribution paid by the Issuer per Ordinary Share prior to deduction of any withholding
tax and includes any payment on account of a
balance sheet profit.

Wenn die Emittentin den Aktionären eine Option einräumt, Bardividenden in Form von
Stammaktien oder anderen Wertpapieren,
Rechten oder Vermögensgegenständen anstelle des entsprechenden Geldbetrags

If the Issuer grants to the shareholders an option to receive any Cash Dividend distributed in
the form of Ordinary Shares or other securities,
rights or assets in lieu of the cash amount
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ausgeschüttet zu bekommen (wobei die
Bardividende, die Gegenstand einer solchen
Option ist, als "Scrip Dividende" bezeichnet
wird), gilt eine solche Scrip Dividende als
Bardividende in einer Höhe, die entsprechend
Punkt (ii) der Definition des "Angemessenen
Marktwertes" bestimmt wird.

thereof (the cash dividend subject to such option, a "Scrip Dividend"), then such Scrip Dividend shall be deemed to be a Cash Dividend in
an amount determined in accordance with
clause (ii) of the definition of the term "Fair Market Value".

"Durchschnittlicher Marktpreis" bezeichnet
den rechnerischen Durchschnitt der täglichen
Aktienkurse an den letzten drei Handelstagen
vor dem Ex-Tag, wie von der Berechnungsstelle berechnet.

"Average Market Price" means the arithmetic
average of the daily Share Prices, on the last
three Trading Days before the Ex Date, as calculated by the Calculation Agent.

"Ex-Tag" bezeichnet jeweils den ersten Handelstag, an dem die Stammaktie "ex Dividende"
bzw. "ex Bezugsrecht" oder "ex" sonstige
Ausschüttung, Zuteilung oder Gewährung von
Wertpapieren, Rechten oder sonstigen Vermögensgegenständen gehandelt wird.

"Ex Date" means the first Trading Day on which
the Ordinary Share is traded "ex dividend" or
"ex subscription right" or "ex" any other distribution, allotment or grant of securities, rights or
other assets.

"Spaltungsaktien" bezeichnet die Aktien an
dem übernehmenden Rechtsträger bzw. den
übernehmenden Rechtsträgern, die ein Aktionär der Emittentin im Zuge der Abspaltung
(§ 123 Absatz 2 UmwG) zu erhalten berechtigt
ist.

"Spin-off Shares" means the shares in the acquiring entity (entities) which a shareholder of
the Issuer is entitled to receive in the course of
the spin-off (§ 123(2) UmwG).

"Stichtag" bezeichnet den relevanten Zeitpunkt für die Bestimmung der Berechtigung der
Aktionäre der Emittentin, Wertpapiere, Rechte,
Bezugsrechte, Options- oder Wandlungsrechte, eine Dividende, eine Ausschüttung oder
Spaltungsaktien oder sonstige Rechte zu
erhalten (oder einen vergleichbaren, von der
Berechnungsstelle (vorausgesetzt, die Berechnungsstelle stellt in eigenem Ermessen fest,
dass sie in der Lage ist, in ihrer Eigenschaft als
Berechnungsstelle eine solche Bestimmung
vorzunehmen) oder von einem Unabhängigen
Sachverständigen für die betreffenden Umstände festgelegten Zeitpunkt).

"Record Date" means the relevant time for the
determination of the entitlement of shareholders of the Issuer to receive securities, rights,
subscription rights, option or conversion rights,
a dividend, a distribution or Spin-off Shares or
other entitlement (or any other equivalent time
in respect of the relevant circumstances as determined by the Calculation Agent (provided
that the Calculation Agent determines, in its
sole discretion, that it is capable, acting in such
Calculation Agent capacity, of performing such
determination) or an Independent Expert).

"Verkaufsoptionswert" (berechnet je Stammaktie) bezeichnet:

"Put Option Value" means (calculated on a per
Ordinary Share basis):

(i) den von der EUREX auf Basis der
Marktlage an dem letzten Handelstag vor
Beginn des Verkaufsoptionshandels ermittelten Wert der Verkaufsoption; oder

(i) the value of the put option, as determined
by EUREX on the basis of the market situation prevailing on the Trading Day before
the put option commences to be traded; or

(ii) falls ein solcher Wert (weil Optionen auf die
Stammaktien an der EUREX nicht gehandelt werden oder aus sonstigen Gründen)
von der EUREX nicht bekannt gegeben
wird, den Schlusskurs des Rechts zum
Verkauf von Stammaktien an dem Ex-Tag;
oder

(ii) if such value is not published by EUREX
(because options on the shares are not
traded on EUREX or for any other reason),
the closing price of the right to sell shares
on the Ex Date; or

(iii) falls ein solcher Schlusskurs nicht
feststellbar ist, den Wert der Verkaufsoption, der von einem Unabhängigen Sachverständigen unter Berücksichtigung der
Marktlage während des Zeitraums, in dem

(iii) if such closing price is not available, the
value of the put option which will be determined by an Independent Expert taking into
account the prevailing market conditions
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die
maßgeblichen
Verkaufsoptionen
gehandelt werden, bestimmt wird.

during the period in which the relevant put
options are traded.

"Wertpapierkurs" an einem Handelstag bezeichnet

"Security Price" on any Trading Day means

(i) den
volumengewichteten
durchschnittlichen Kurs des betreffenden
Wertpapiers, Rechts oder sonstigen Vermögensgegenstands an dem Relevanten
Markt an dem betreffenden Handelstag,
wie er

(i) the volume-weighted average price of the
security, right or other asset on the Relevant Market on the relevant Trading Day

(A) auf der Bloomberg Bildschirmseite HP
(Einstellung "Weighted Average Line")
für das betreffende Wertpapier, das betreffende Recht oder den betreffenden
sonstigen Vermögensgegenstand im
Hinblick auf den Relevanten Markt und
den betreffenden Handelstag in dem
Bloomberg Informationssystem (oder
auf einer Nachfolgeseite bzw. unter
einer Nachfolge-Einstellung) angezeigt
wird, bzw.

(A) appearing on the Bloomberg screen
page HP (setting "Weighted Average
Line") for such security, right or other
asset in respect of the Relevant Market
and the relevant Trading Day on the
Bloomberg information system (or any
successor screen page or setting), or

(B) wenn kein solcher volumengewichteter
durchschnittlicher Kurs des betreffenden Wertpapiers, Rechts oder
sonstigen Vermögensgegenstands in
dem Bloomberg Informationssystem
erhältlich ist, den volumengewichteten
durchschnittlichen Kurs des betreffenden Wertpapiers, Rechts oder
sonstigen Vermögensgegenstands an
dem Relevanten Markt an dem betreffenden Handelstag, wie er von dem
Relevanten Markt (oder einer anderen
von einem Unabhängigen Sachverständigen festgelegten adäquaten
Quelle) hergeleitet wird, bzw.

(B) if no such volume-weighted average
price of the security, right or other asset
is available as aforesaid from the
Bloomberg information system, the volume-weighted average price of the security, right or other asset on the Relevant Market on the relevant Trading
Day as derived from the Relevant Market (or other appropriate source as determined by an Independent Expert), or

(ii) wenn kein solcher volumengewichteter
durchschnittlicher Kurs des betreffenden
Wertpapiers, Rechts oder sonstigen Vermögensgegenstands erhältlich ist, den offiziellen Schlusskurs des betreffenden
Wertpapiers, Rechts oder sonstigen Vermögensgegenstands an dem Relevanten
Markt an dem betreffenden Handelstag,
bzw.

(ii) if no such volume-weighted average price
of the security, right or other asset is available, the official closing price of the security, right or other asset as reported on the
Relevant Market on the relevant Trading
Day, or

(iii) wenn kein solcher offizieller Schlusskurs
des betreffenden Wertpapiers, Rechts oder
sonstigen Vermögensgegenstands an dem
Relevanten Markt an dem betreffenden
Handelstag veröffentlicht wird, den letzten
veröffentlichten Kurs des betreffenden
Wertpapiers, Rechts oder sonstigen Vermögensgegenstands an dem Relevanten
Markt an dem betreffenden Handelstag,
bzw.

(iii) if no such official closing price of the security, right or other asset is reported on the
Relevant Market on the relevant Trading
Day, the last reported official quotation of
the security, right or other asset on the Relevant Market, on the relevant Trading Day,
or

(iv) wenn keine solchen Notierungen oder
Preise erhältlich sind, wird ein Unabhängiger Sachverständiger den Wertpapierkurs

(iv) if no such quotations or prices are available, an Independent Expert will determine
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auf der Basis solcher Notierungen oder anderer Informationen festlegen, die dieser
Unabhängige
Sachverständige
für
maßgeblich hält; diese Festlegung ist abschließend. Falls die Feststellung des
Wertpapierkurses
aufgegeben
wird,
schließt eine Bezugnahme auf den Wertpapierkurs in diesen Anleihebedingungen die
Bezugnahme auf einen Kurs, der den
Wertpapierkurs (x) kraft Gesetzes oder
(y) aufgrund einer allgemein akzeptierten
Marktpraxis ersetzt, ein.

the Security Price on the basis of such quotations or other information as such Independent Expert considers appropriate; any
such determination will be conclusive. Any
reference in these Terms and Conditions to
the Security Price will include, if the determination of the Security Price is discontinued, a reference to a quotation which replaces the Security Price (x) by operation of
law or (y) on the basis of generally accepted market practice.

(p)

Die Emittentin wird eine Anpassung des Wandlungspreises und/oder jede andere Anpassung
der Bedingungen des Wandlungsrechts unverzüglich gemäß § 15 bekannt machen.

(p)

The Issuer will give notice in accordance with
§ 15 of an adjustment to the Conversion Price
and/or any other adjustment to the terms of the
Conversion Right without undue delay.

(q)

Bei der Berechnung oder Festlegung eines Aktienkurses, eines Wertpapierkurses, eines
Angemessenen Marktwerts oder eines
Durchschnittlichen
Marktpreises
werden
diejenigen Anpassungen vorgenommen, die
die Berechnungsstelle (vorausgesetzt, die
Berechnungsstelle stellt in eigenem Ermessen
fest, dass sie in der Lage ist, in ihrer Eigenschaft als Berechnungsstelle eine solche
Anpassung vorzunehmen) oder ein Unabhängiger Sachverständiger für angemessen hält, um
einer Ausgabe von Aktien im Zuge von Kapitalerhöhungen
durch
Umwandlung
der
Kapitalrücklage
oder
Gewinnrücklagen
(§ 10(a)(i)),
einem
Aktiensplit,
einem
umgekehrten Aktiensplit oder einer Zusammenlegung von Aktien (§ 10(a)(ii)), einer Aktienausgabe im Rahmen einer Kapitalerhöhung
mit Bezugsrecht (§ 10(b)), einer Bezugsrechtsemission bezüglich Sonstiger Wertpapiere (§ 10(c)) oder einem ähnlichen Ereignis
Rechnung zu tragen.

(q)

In making any calculation or determination of a
Share Price, a Security Price, a Fair Market
Value or an Average Market Price, adjustments
(if any) shall be made as the Calculation Agent
(provided that the Calculation Agent determines, in its sole discretion, that it is capable,
acting in such Calculation Agent capacity, of
performing such adjustment) or as an Independent Expert considers appropriate to reflect
any issue of shares as a result of a share capital
increase from the conversion of the capital reserve or retained earnings (§ 10(a)(i)), any
share split/reverse share split or combining of
shares (§ 10(a)(ii)), any issue of shares as a result of a share capital increase with subscription
rights (§ 10(b)), any issue of Other Securities
with subscription rights (§ 10(c)) or any similar
event.

(r)

Soweit eine Anpassung des Wandlungspreises
gemäß diesen Anleihebedingungen dazu führen würde, dass die Emittentin, (i) bei
Ausübung
aller
ausstehenden
Schuldverschreibungen, Lieferaktien mit einem anteiligen Betrag des Grundkapitals liefern
müsste, der insgesamt denjenigen Betrag, der
aus bedingtem oder genehmigtem Kapital oder
bestehenden eigenen Aktien rechtlich zulässig
geliefert werden kann, übersteigt, oder (ii)
zusätzliche Lieferaktien liefern müsste, zu
deren Lieferung sie nicht befugt ist, findet § 8(d)
entsprechende Anwendung.

(r)

To the extent that any adjustment of the Conversion Price in accordance with these Terms
and Conditions, would require the Issuer, (i) assuming exercise of all outstanding Bonds, to
deliver Settlement Shares with an aggregate interest in the share capital represented by them
in excess of the available and legally permissibly deliverable conditional or authorized capital
or existing shares held in treasury, or (ii) to deliver additional Settlement Shares without being
duly authorised to do so, § 8(d) shall apply mutatis mutandis.

§ 11

Kontrollwechsel,
Verschmelzung

§ 11

Change of Control, Transferring Merger

(a)

Kontrollwechsel

(a)

Change of Control

Übertragende

(i) Wenn ein Kontrollwechsel eintritt, wird die
Emittentin, unverzüglich nachdem sie
Kenntnis davon erhalten hat, den Kontrollwechselstichtag bestimmen und den

(i) If a Change of Control occurs, the Issuer
will, without undue delay after becoming
aware thereof, fix the Change of Control
Record Date and give notice in accordance
192

(b)

Kontrollwechsel, den gemäß § 11(b) angepassten Wandlungspreis und den
Kontrollwechselstichtag
gemäß
§ 15
bekannt machen.

with § 15 of the Change of Control, the adjusted Conversion Price determined in accordance with § 11(b) and the Change of
Control Record Date.

(ii) Falls ein Kontrollwechsel eintritt und ein
Anleihegläubiger das Wandlungsrecht für
eine Schuldverschreibung während des
Zeitraums ab dem Tag, an dem die Emittentin gemäß § 11(a)(i) einen Kontrollwechsel bekannt gemacht hat (einschließlich), bis um 16:00 Uhr (Frankfurter Zeit)
an dem Kontrollwechselstichtag (einschließlich) wirksam ausübt, entspricht der
Wandlungspreis für Zwecke des § 8 dem
gemäß § 11(b) angepassten Wandlungspreis.

(ii) If a Change of Control occurs and a Bondholder validly exercises the Conversion
Right in respect of any Bond during the period from and including the date on which
the Issuer gives notice in accordance with
§ 11(a)(i) of a Change of Control to and including 4:00 p.m. (Frankfurt time) on the
Change of Control Record Date, then the
Conversion Price for purposes of § 8 will be
the Conversion Price adjusted in accordance with § 11(b).

(iii) Wenn die Emittentin gemäß § 11(a)(i)
einen Kontrollwechsel bekannt gemacht
hat, ist jeder Anleihegläubiger nach seiner
Wahl berechtigt, mit einer Frist von mindestens 10 Tagen vor dem Kontrollwechselstichtag und mit Wirkung zum Kontrollwechselstichtag alle oder einzelne seiner
Schuldverschreibungen, die noch nicht
gewandelt oder zurückgezahlt wurden,
durch Erklärung gemäß § 11(a)(iv) fällig zu
stellen.

(iii) If the Issuer gives notice in accordance with
§ 11(a)(i) of a Change of Control, each
Bondholder may at its option on giving not
less than 10 days' notice prior to the
Change of Control Record Date declare all
or some only of its Bonds not previously
converted or redeemed due by giving notice in accordance with § 11(a)(iv) which
notice will take effect on the Change of
Control Record Date.

(iv) Der betreffende Anleihegläubiger hat seine
Kündigungserklärung
in
Textform
gegenüber der Emittentin abzugeben. Die
Erklärung ist unwiderruflich. Der betreffende Anleihegläubiger hat dabei durch
eine Bescheinigung seiner Depotbank
nachzuweisen, dass er zu dem Zeitpunkt
der Erklärung Inhaber der betreffenden
Schuldverschreibung(en) ist, und seine
Schuldverschreibung(en), für die das Kündigungsrecht ausgeübt werden soll, an die
Emittentin zu liefern.

(iv) The relevant Bondholder must give the notice by delivering it in text form to the Issuer.
The notice is irrevocable. The relevant
Bondholder must provide evidence that he
is the holder of the respective Bond(s) at
the time of the notice and deliver to the Issuer the Bond(s) for which the put right is
being exercised by means of a certificate
from its Custodian.

Wenn ein Anleihegläubiger die Schuldverschreibungen
gemäß
diesem
§ 11(a)(iv) kündigt, hat die Emittentin die
Schuldverschreibung(en), für die das Kündigungsrecht ausgeübt wird, am Kontrollwechselstichtag zu ihrem Aufgezinsten
Nennbetrag
zuzüglich
aufgelaufener
Zinsen zurückzuzahlen.

If a Bondholder gives notice in accordance
with this § 11(a)(iv), the Issuer must redeem the Bond(s) for which the put right is
being exercised at their Accreted Principal
Amount plus accrued interest on the
Change of Control Record Date.

Berechnung des angepassten Wandlungspreises
𝐶𝑃𝑎 =

(b)

Calculation of the adjusted Conversion Price

𝐶𝑃

𝐶𝑃𝑎 =

𝑐
1 + 𝑃𝑟 ×
𝑡

Dabei gilt Folgendes:

where:

CPa =

CPa =

der angepasste Wandlungspreis;

𝐶𝑃
1 + 𝑃𝑟 ×

𝑐
𝑡

the adjusted Conversion Price;
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(c)

CP

=

der Wandlungspreis an dem Tag, der
dem Tag, an dem der Kontrollwechsel eintritt, vorausgeht;

CP

=

the Conversion Price on the day preceding the day on which the Change
of Control, as applicable, occurs;

Pr

=

die anfängliche Wandlungsprämie
von 12,01 %;

Pr

=

the initial conversion premium of
12.01%;

c

=

die Anzahl von Tagen ab dem Tag,
an dem der Kontrollwechsel eintritt
(einschließlich), bis zum Endfälligkeitstag (ausschließlich); und

c

=

the number of days from and including the date on which the Change of
Control occurs to but excluding the
Maturity Date; and

t

=

die Anzahl von Tagen ab dem Tag
der
Begebung
der
Schuldverschreibungen
(einschließlich)
bis zum Endfälligkeitstag (ausschließlich).

t

=

the number of days from and including the date of issue of the Bonds to
but excluding the Maturity Date.

Eine Anpassung des Wandlungspreises erfolgt
nicht, (i) wenn infolge der Anwendung der vorstehenden Formel CPa größer als CP wäre
oder (ii) soweit der Wandlungspreis infolge der
Anwendung der vorstehenden Formel unter
den zu dem Zeitpunkt einer solchen Anpassung
auf die einzelne Aktie entfallenden anteiligen
Betrag des Grundkapitals der Emittentin (§ 9
Absatz 1 AktG) herabgesetzt würde.

There will be no adjustment of the Conversion
Price (i) if, by applying the above formula, CPa
would be greater than CP or (ii) to the extent
that, by applying the above formula, the Conversion Price would thereby be reduced below
the notional par value in the share capital of the
Issuer (§ 9(1) AktG) effective as of the date of
such adjustment.

Im Falle eines Kontrollwechsels wird die
Anpassung des Wandlungspreises gemäß
diesem § 11(b) an dem Tag wirksam, an dem
der Kontrollwechsel eintritt.

In the case of a Change of Control, the adjustment to the Conversion Price in accordance
with this § 11(b) will become effective on the
date on which the Change of Control occurs.

Innerhalb einer Periode, die mit der Mitteilung
eines Kontrollwechsels durch die Emittentin beginnt und mit dem Kontrollwechselstichtag
endet, wird der Wandlungspreis in keinem Fall
mehr als einmal gemäß diesem § 11(b) angepasst.

In no event shall the Conversion Price be adjusted more than once in accordance with this
§ 11(b) during any period starting with the notice by the Issuer of a Change of Control and
ending on the Change of Control Record Date.

§ 10(m), (n) und (p) gelten entsprechend.

§ 10(m), (n) and (p) apply mutatis mutandis.

Übertragende Verschmelzung

(c)

Transferring Merger

(i) Wenn die Hauptversammlung der Emittentin eine Übertragende Verschmelzung beschließt, bei der die Aktien des übernehmenden Rechtsträgers nicht an einem geregelten Markt oder einem unregulierten
Markt,
dessen
Regelungen
und
Vorschriften mit dem Markt, an dem die
Stammaktien zum Zeitpunkt des Beschlusses notiert sind, vergleichbar sind, im Europäischen Wirtschaftsraum notiert sind,
dann wird die Emittentin diese Tatsache
unverzüglich gemäß § 15 bekannt machen.

(i) If the shareholders' meeting of the Issuer
approves a Transferring Merger where the
shares of the acquiring entity are not listed
on a regulated market or an unregulated
market, which rules and regulations are
comparable to the market on which the Ordinary Shares are listed at the time of the
resolution, in the European Economic Area,
the Issuer will give notice in accordance
with § 15 of this fact without undue delay.

(ii) Wenn eine Übertragende Verschmelzung,
bei der die Aktien des übernehmenden
Rechtsträgers nicht an einem geregelten
Markt oder einem unregulierten Markt, dessen Regelungen und Vorschriften mit dem
Markt, an dem die Stammaktien zum Zeit-

(ii) If a Transferring Merger where the shares
of the acquiring entity are not listed on a
regulated market or an unregulated market,
which rules and regulations are comparable to the market on which the Ordinary
Shares are listed at the time of the resolu-
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(d)

punkt des Beschlusses notiert sind, vergleichbar
sind,
im
Europäischen
Wirtschaftsraum notiert sind, wirksam wird,
dann
wird
die
Emittentin
den
Verschmelzungsstichtag bestimmen und
diese
Tatsache
und
den
Verschmelzungsstichtag
unverzüglich
gemäß § 15 bekannt machen.

tion, in the European Economic Area becomes effective, the Issuer will fix the Merger Record Date and give notice in accordance with § 15 of this fact specifying the
Merger Record Date without undue delay.

(iii) Wenn die Emittentin gemäß § 11(c)(ii) das
Wirksamwerden einer Übertragenden
Verschmelzung, bei der die Aktien des
übernehmenden Rechtsträgers nicht an
einem geregelten Markt oder einem unregulierten Markt, dessen Regelungen und
Vorschriften mit dem Markt, an dem die
Stammaktien zum Zeitpunkt des Beschlusses notiert sind, vergleichbar sind, im Europäischen Wirtschaftsraum notiert sind,
bekannt gemacht hat, ist jeder Anleihegläubiger nach seiner Wahl berechtigt, mit
einer Frist von mindestens 10 Tagen vor
dem Verschmelzungsstichtag und mit Wirkung zum Verschmelzungsstichtag alle
oder
einzelne
seiner
Schuldverschreibungen, die noch nicht gewandelt oder zurückgezahlt wurden, durch
Erklärung gemäß § 11(c)(iv) fällig zu stellen.

(iii) If the Issuer gives notice in accordance with
§ 11(c)(ii) of a Transferring Merger where
the shares of the acquiring entity are not
listed on a regulated market or an unregulated market, which rules and regulations
are comparable to the market on which the
Ordinary Shares are listed at the time of the
resolution, in the European Economic Area
becoming effective, each Bondholder may
at its option on giving not less than 10 days'
notice prior to the Merger Record Date declare all or some only of its Bonds not previously converted or redeemed due by giving notice in accordance with § 11(c)(iv)
which notice will take effect on the Merger
Record Date.

(iv) Der betreffende Anleihegläubiger hat seine
Kündigungserklärung
in
Textform
gegenüber der Emittentin abzugeben. Die
Erklärung ist unwiderruflich. Der betreffende Anleihegläubiger hat dabei durch
eine Bescheinigung seiner Depotbank
nachzuweisen, dass er zu dem Zeitpunkt
der Erklärung Inhaber der betreffenden
Schuldverschreibung(en) ist, und seine
Schuldverschreibung(en), für die das Kündigungsrecht ausgeübt werden soll, an die
Emittentin zu liefern.

(iv) The relevant Bondholder must give the notice by delivering it in text form to the Issuer.
The notice is irrevocable. The relevant
Bondholder must provide evidence that he
is the holder of the respective Bond(s) at
the time of the notice and deliver to the Issuer the Bond(s) for which the put right is
being exercised by means of a certificate
from its Custodian.

Wenn ein Anleihegläubiger die Schuldverschreibungen
gemäß
diesem
§ 11(c)(iv) kündigt, hat die Emittentin die
Schuldverschreibung(en), für die das Kündigungsrecht ausgeübt wird, an dem
Verschmelzungsstichtag
zu
ihrem
Aufgezinsten
Nennbetrag
zuzüglich
aufgelaufener Zinsen zurückzuzahlen.

If a Bondholder gives notice in accordance
with this § 11(c)(iv), the Issuer must redeem the Bond(s) for which the put right is
being exercised at their Accreted Principal
Amount plus accrued interest on the Merger Record Date.

Definitionen

(d)

Definitions

In diesem § 11 gilt Folgendes:

In this § 11:

Ein "Kontrollwechsel" gilt als eingetreten,

A "Change of Control" shall occur:

(i) wenn eine Person oder gemeinsam handelnde Personen (im Sinne von § 2 Absatz
5
des
Wertpapiererwerbsund
Übernahmegesetzes (WpÜG)), jeweils mit
Ausnahme des Zulässigen Inhabers,
(jeweils ein "Erwerber") rechtliches oder
wirtschaftliches Eigentum an insgesamt

(i) if the Issuer becomes aware that any person or group of persons acting in concert
(within the meaning of § 2 paragraph 5 of
the German Securities Acquisition and
Takeover Act (Wertpapiererwerbs- und
Übernahmegesetz, WpÜG)), in each case
other than a Permitted Person, (each an
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mehr als 50 % der Stimmrechte der Emittentin erwirbt bzw. erwerben (es sei denn,
der Erwerber ist ein Kreditinstitut, ein Finanzdienstleistungsinstitut oder ein Treuhänder, das bzw. der die betreffenden
Stammaktien nur vorübergehend in einer
transitorischen Funktion im Zusammenhang
mit
der
Umsetzung
einer
Kapitalmaßnahme oder gesellschaftsbezogenen Maßnahme erhält), oder

“Acquirer”) has become the legal or beneficial owner of more than 50% of the voting
rights of the Issuer (unless the Acquirer is a
credit institution, financial service provider
or agent that acquires the relevant Ordinary
Shares only temporarily in a transitory function in connection with the implementation
of a capital measure or corporate action),
or

(ii) bei einem öffentlichen Übernahmeangebot
(im Sinne des Wertpapiererwerbs- und
Übernahmegesetzes (WpÜG)) für Aktien
der Emittentin für den Fall, dass (x) die Aktien, die sich bereits in der Kontrolle des
Bieters befinden, und die Aktien, für die
bereits das Angebot angenommen wurde,
zu irgendeinem Zeitpunkt während des
Übernahmeangebots insgesamt mehr als
50 % der Stimmrechte der Emittentin
gewähren und (y) das Angebot unbedingt
ist oder wird (wobei aufsichtsrechtliche,
insbesondere
kartellrechtliche
Genehmigungen, deren Erfüllung nach
dem Ende der ersten Annahmefrist des Angebots aussteht, unbeachtet bleiben), oder

(ii) in the event of a public tender offer (within
the meaning of the German Securities Acquisition and Takeover Act (Wertpapiererwerbsund
Übernahmegesetz,
WpÜG)) for shares of the Issuer, circumstances where (x) the shares already in the
control of the bidder and the shares which
have already been tendered carry, in aggregate more than 50% of the voting rights
in the Issuer and (y) the offer is or has become unconditional (other than for conditions relating to regulatory, in particular
merger control, approvals the satisfaction
of which may remain pending following the
end of the initial acceptance period of the
tender offer), or

(iii) der Verkauf oder die Übertragung aller oder
im Wesentlichen aller Vermögenswerte der
Emittentin durch diese an bzw. auf eine andere Person oder Personen.

(iii) in the case of the disposal or transfer by the
Issuer of all or substantially all of its assets
to another person or other persons.

"Zulässiger Inhaber" meint jeweils die publity
AG (Frankfurt am Main), die TO-Holding GmbH
(Frankfurt am Main) und die TO Holding 2
GmbH (Frankfurt am Main) sowie jede andere
Person, die, jeweils unmittelbar oder mittelbar,
von der publity AG, der TO-Holding GmbH
und/oder der TO Holding 2 GmbH kontrolliert
wird oder (alleine oder gemeinsam mit weiteren
Personen) die publity AG, die TO-Holding
GmbH und/oder die TO Holding 2 GmbH
kontrolliert oder mit der publity AG, der TOHolding GmbH und/oder der TO Holding 2
GmbH unter gemeinsamer Kontrolle steht.

"Permitted Person" shall mean, in each case,
publity AG (Frankfurt am Main), TO-Holding
GmbH (Frankfurt am Main) and TO Holding 2
GmbH (Frankfurt am Main) as well as any person (in each case directly or indirectly) controlled by, controlling (alone or in concert with
other persons) or under common control with,
publity AG, TO-Holding GmbH and/or TO Holding 2 GmbH.

"Kontrollwechselstichtag" bezeichnet den
von der Emittentin gemäß § 11(a)(i) festgelegten Geschäftstag, der frühestens 40 und
spätestens 60 Tage nach dem Tag der
Bekanntmachung des Kontrollwechsels gemäß
§ 11(a)(i) liegen darf.

"Change of Control Record Date" means the
Business Day fixed by the Issuer in accordance
with § 11(a)(i) which will be not less than 40 and
no more than 60 days after the notice of the
Change of Control in accordance with
§ 11(a)(i).

"Übertragende Verschmelzung" bezeichnet
eine Verschmelzung (§ 2 oder § 122a UmwG)
der Emittentin als übertragendem Rechtsträger.

"Transferring Merger" means a transferring
merger (Verschmelzung, § 2 or § 122a UmwG)
of the Issuer as transferor entity (übertragender
Rechtsträger).

"Verschmelzungsstichtag" bezeichnet den
von der Emittentin gemäß § 11(c)(ii) festgelegten Geschäftstag, der frühestens 40 und
spätestens 60 Tage nach dem Tag der

"Merger Record Date" means the Business
Day fixed by the Issuer in accordance with
§ 11(c)(ii) which will be not less than 40 and no
more than 60 days after the notice of the Transferring Merger in accordance with § 11(c)(ii).
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Bekanntmachung
der
Übertragenden
Verschmelzung gemäß § 11(c)(ii) liegen darf.
§ 12

Verpflichtungserklärungen

§ 12

Covenants

Solange noch Kapital- oder Zinsbeträge aus den
Schuldverschreibungen ausstehen, jedoch nur bis zu
dem Zeitpunkt, an dem alle auf die Schuldverschreibungen
gemäß
diesen
Anleihebedingungen zu zahlenden Beträge an Kapital und
Zinsen dem Clearingsystem zur Verfügung gestellt
worden sind, verpflichtet sich die Emittentin,

So long as any amounts of interest or principal remain
outstanding under the Bonds, but only up to the time
all amounts payable to Bondholders under the Bonds
in accordance with these Terms and Conditions have
been placed at the disposal of the Clearing System,
the Issuer undertakes

für kein Geschäftsjahr der Emittentin, beginnend mit dem Geschäftsjahr, das am 31.
Dezember 2019 endet, an ihre Aktionäre Dividenden auszuschütten, die über 50 % des im
Jahresabschluss
ausgewiesenen
Jahresüberschusses nach HGB hinausgehen.

not to distribute any dividends to its shareholders in excess of 50% of the Issuer’s net income
(Jahresüberschuss) as shown in its standalone financial statements under German
GAAP for any of the Issuer’s financial years beginning with the Issuer’s financial year ending
on 31 December 2019.

§ 13

Kündigungsrechte der Anleihegläubiger

§ 13

Termination Rights of the Bondholders

(a)

Jeder Anleihegläubiger ist berechtigt, alle oder
einzelne seiner Schuldverschreibungen zu
kündigen und deren sofortige Rückzahlung zu
ihrem Festgelegten Nennbetrag zuzüglich
etwaiger bis zu dem Tag der Rückzahlung
(ausschließlich) aufgelaufener Zinsen zu verlangen, falls eines der folgenden Ereignisse
(jeweils ein "Kündigungsgrund") eintritt:

(a)

Each Bondholder will be entitled to declare all
or some only of its Bonds due and demand immediate redemption of such Bonds at the Principal Amount plus accrued interest to but excluding the date of redemption as provided
hereinafter, if any of the following events (each
an "Event of Default") occurs:

(i) die Emittentin (x) liefert Lieferaktien, oder
(y) zahlt Kapital oder Zinsen oder eine andere
Zahlung
auf
die
Schuldverschreibungen, nicht innerhalb von 30
Tagen nach dem betreffenden Fälligkeitstag;

(i) the Issuer fails to (x) deliver Settlement
Shares or (ii) pay principal or interest or any
other amount in respect of the Bonds,
within 30 days from the relevant due date;

(ii) die Emittentin erfüllt eine andere wesentliche Verpflichtung aus den Schuldverschreibungen nicht ordnungsgemäß,
insbesondere aus § 12, und die Unterlassung, sofern sie nicht unheilbar ist, dauert
länger als 30 Tage fort, nachdem die Emittentin hierüber eine Benachrichtigung von
einem Anleihegläubiger erhalten hat;

(ii) the Issuer fails to duly perform any other
material obligation arising from the Bonds,
in particular pursuant to § 12 and such default, except where such default is incapable of remedy, continues unremedied for
more than 30 days after the Issuer has received notice thereof from a Bondholder;

(iii) (A) eine gegenwärtige oder zukünftige
Zahlungsverpflichtung betreffend eine
Finanzverbindlichkeit der Emittentin
wird aufgrund des Vorliegens einer
Nichterfüllung oder eines Verzuges
vorzeitig fällig gestellt oder anderweitig
vorzeitig fällig; oder

(iii) (A) any present or future indebtedness of
the Issuer for or in respect of any Financial Indebtedness is declared to be or
otherwise becomes due and payable
prior to its stated maturity as a result of
any default (however described); or

(B) eine solche Zahlungsverpflichtung aus
einer Finanzverbindlichkeit der Emittentin wird bei Fälligkeit oder innerhalb
der zutreffenden Nachfrist nicht erfüllt;
oder

(B) any such Financial Indebtedness of the
Issuer is not paid when due or within
any applicable grace period, as the
case may be; or
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(C) die Emittentin zahlt einen Betrag, der
aus einer bestehenden oder zukünftigen Garantie oder Gewährleistung im
Zusammenhang mit einer Finanzverbindlichkeit zu zahlen ist, bei Fälligkeit
oder innerhalb der zutreffenden Nachfrist nicht; oder

(C) the Issuer fails to pay when due or
within any applicable grace period, as
the case may be, any amount payable
by it under any present or future guarantee or indemnity for any Financial Indebtedness; or

(D) aufgrund des Eintritts eines Ereignisses, das zur Verwertung einer von der
Emittentin für eine solche Finanzverbindlichkeit
gewährten
Sicherheit
berechtigt, wird die Verwertungsreife
der betreffenden Sicherheit erklärt,

(D) any security granted by the Issuer for
any such Financial Indebtedness is declared enforceable upon the occurrence of an event entitling to enforcement,

es sei denn, der Betrag der betreffenden
Zahlungsverpflichtungen
unterschreitet
insgesamt € 10.000.000 (oder den
entsprechenden Gegenwert in einer oder
mehreren anderen Währung(en)); oder

unless in each case the aggregate amount
of such indebtedness is less than
€ 10,000,000 (or its equivalent in any other
currency or currencies); or

(iv) die Emittentin stellt ihre Zahlungen ein oder
gibt ihre Zahlungsunfähigkeit bekannt; oder

(iv) the Issuer suspends its payments or announces its inability to meet its financial obligations; or

(v) (A) ein zuständiges Gericht eröffnet gegen
die Emittentin ein Insolvenzverfahren,
(B) die Emittentin leitet ein solches Verfahren ein oder beantragt ein solches oder
(C) ein Dritter beantragt ein Insolvenzverfahren gegen die Emittentin und ein
solches Verfahren wird nicht innerhalb von
30 Tagen nach dessen Eröffnung aufgehoben oder ausgesetzt; oder

(v) (A) a competent court opens insolvency
proceedings against the Issuer, (B) the Issuer applies for or institutes such proceedings or (C) a third party applies for insolvency proceedings against the Issuer and
such proceeding has not been dismissed or
stayed within 30 days after the commencement thereof; or

(vii) die Emittentin tritt in Liquidation, es sei
denn, dies geschieht im Zusammenhang
mit einer Verschmelzung oder einer anderen Form des Zusammenschlusses mit
einer anderen Gesellschaft oder im Zusammenhang mit einer Umwandlung und die
andere oder neue Gesellschaft übernimmt
alle Verpflichtungen, die die Emittentin aus
den Schuldverschreibungen eingegangen
ist; oder

(vii) the Issuer is wound up, unless this is effected in connection with a merger or another form of amalgamation with another
company or in connection with a restructuring, and the other or the new company assumes all obligations of the Issuer arising
under the Bonds; or

(viii) die Aktien der Emittentin sind nicht mehr
zum Handel an einer deutschen Wertpapierbörse zugelassen oder einbezogen;

(viii) the shares of the Issuer are not admitted
to or included for trading on a German
stock exchange; or

(ix) die Emittentin ist rechtlich gehindert nach
§ 9(a) Stammaktien zu liefern, oder

(ix) the Issuer is legally unable to issue Ordinary Shares in accordance with § 9(a); or

(x) in der Bundesrepublik Deutschland erlangt
ein Gesetz, eine Verordnung oder behördliche Anordnung Geltung, durch welche die
Emittentin rechtlich gehindert ist, wesentliche Verpflichtungen aus den Schuldverschreibungen zu erfüllen und diese
Lage ist nicht binnen 90 Tagen behoben.

(x) any law, governmental order, decree or enactment will gain recognition in the Federal
Republic of Germany whereby the Issuer is
legally prevented from performing material
obligations under the Bonds and this situation is not cured within 90 days.
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Das Kündigungsrecht erlischt, falls der Kündigungsgrund vor Ausübung des Kündigungsrechts geheilt wurde.

The right to declare Bonds due will terminate if
the situation giving rise to it has been cured before such right is exercised.

(b)

Eine Kündigung der Schuldverschreibungen
gemäß § 13(a) ist in Textform gegenüber der
Emittentin zu erklären. Der Erklärung ist ein Nachweis beizufügen, aus dem sich ergibt, dass
der betreffende Anleihegläubiger zum Zeitpunkt der Erklärung Inhaber der betreffenden
Schuldverschreibung(en) ist. Der Nachweis
kann durch eine Bescheinigung der Depotbank
oder auf andere geeignete Weise erbracht
werden.

(b)

Any notice declaring Bonds due in accordance
with § 13(a) will be made by means of a declaration in text form to the Issuer together with evidence that such Bondholder at the time of such
notice is a holder of the relevant Bond(s) by
means of a certificate of its Custodian or in any
other appropriate manner.

(c)

Kündigungserklärungen, die die Emittentin
nach 16:00 Uhr (Frankfurter Zeit) erhält,
werden erst am unmittelbar darauffolgenden
Geschäftstag wirksam.

(c)

Termination notices received by the Issuer after
4:00 p.m. (Frankfurt time) only become effective on the immediately succeeding Business
Day.

§ 14

Zahlstellen, Wandlungsstellen und Berechnungsstelle

§ 14

Paying Agents, Conversion Agents and Calculation Agent

(a)

Die Bankhaus Gebr. Martin Aktiengesellschaft,
Göppingen, ist die Hauptzahlstelle (die
"Hauptzahlstelle", gemeinsam mit etwaigen
von der Emittentin nach § 14(b) bestellten
zusätzlichen Zahlstellen, die "Zahlstellen").
Die Bankhaus Gebr. Martin Aktiengesellschaft,
Göppingen, ist die Hauptwandlungsstelle (die
"Hauptwandlungsstelle", und gemeinsam mit
etwaigen von der Emittentin nach § 14(b)
bestellten zusätzlichen Wandlungsstellen, die
"Wandlungsstellen").

(a)

Bankhaus Gebr. Martin Aktiengesellschaft,
Göppingen, will be the principal paying agent
(the "Principal Paying Agent", and together
with any additional paying agent appointed by
the Issuer in accordance with § 14(b), the "Paying Agents"). Bankhaus Gebr. Martin Aktiengesellschaft, Göppingen, will be the principal
conversion agent (the "Principal Conversion
Agent", and together with any additional conversion agent appointed by the Issuer in accordance with § 14(b), the "Conversion
Agents").

(b)

Die Geschäftsräume der Hauptzahlstelle und
Hauptwandlungsstelle befinden sich unter der
folgenden Adresse:

The address of the specified offices of the Principal Paying Agent and the Principal Conversion Agent is:

Schlossplatz 7, 73033 Göppingen.

Schlossplatz 7, 73033 Göppingen.

Die MSW GmbH Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft, Berlin, ist
die
Berechnungsstelle
(die
"Berechnungsstelle" und gemeinsam mit den Zahlstellen und Wandlungsstellen, die "Verwaltungsstellen").

MSW GmbH Wirtschaftsprüfungsgesellschaft
Steuerberatungsgesellschaft, Berlin, will be the
calculation agent (the "Calculation Agent" and
together with the Paying Agents and the Conversion Agents, the "Agents").

Jede
Verwaltungsstelle
ist
von
den
Beschränkungen des § 181 BGB und etwaigen
gleichartigen Beschränkungen des anwendbaren Rechts anderer Länder befreit.

Each Agent will be exempt from the restrictions
set forth in § 181 of the German Civil Code
(Bürgerliches Gesetzbuch) and similar restrictions of other applicable laws.

Auf keinen Fall dürfen sich die Geschäftsräume
einer Verwaltungsstelle in den Vereinigten
Staaten befinden.

In no event will the specified office of any Agent
be within the United States.

Die Emittentin wird dafür sorgen, dass stets
eine Hauptzahlstelle, eine Hauptwandlungsstelle und eine Berechnungsstelle
vorhanden sind. Die Emittentin ist berechtigt,
andere anerkannte Banken als Zahlstelle oder
Wandlungsstelle bzw. eine anerkannte Bank

(b)

The Issuer will procure that there will at all times
be a Principal Paying Agent, a Principal Conversion Agent and a Calculation Agent. The Issuer is entitled to appoint other banks of standing as Paying Agents or Conversion Agents, or,
in the case of the Calculation Agent only, a
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oder einen Finanzberater mit einschlägiger Expertise als Berechnungsstelle zu bestellen. Die
Emittentin ist weiterhin berechtigt, die Bestellung einer Bank zur Verwaltungsstelle zu
beenden. Im Falle einer solchen Beendigung
oder falls die bestellte Verwaltungsstelle nicht
mehr als Verwaltungsstelle in der jeweiligen
Funktion tätig werden kann oder will, bestellt
die Emittentin eine andere anerkannte Bank als
Zahlstelle oder Wandlungsstelle bzw. eine
anerkannte Bank oder einen Finanzberater mit
einschlägiger Expertise als Berechnungsstelle.
Eine solche Bestellung oder Beendigung der
Bestellung ist unverzüglich gemäß § 15 oder,
falls dies nicht möglich sein sollte, durch eine
öffentliche Mitteilung in sonstiger geeigneter
Weise bekannt zu machen.
(c)

Alle Bestimmungen, Berechnungen und
Anpassungen durch die Verwaltungsstellen erfolgen in Abstimmung mit der Emittentin und
sind, soweit nicht ein offenkundiger Fehler
vorliegt, in jeder Hinsicht endgültig und für die
Emittentin und alle Anleihegläubiger bindend.

bank of standing or a financial adviser with relevant expertise. Furthermore, the Issuer is entitled to terminate the appointment of any
Agent. In the event of such termination or such
Agent being unable or unwilling to continue to
act as Agent in the relevant capacity, the Issuer
will appoint another bank of standing as Paying
Agent or Conversion Agent, or, in the case of
the Calculation Agent only, a bank of standing
or a financial adviser with relevant expertise.
Such appointment or termination will be published without undue delay in accordance with
§ 15, or, should this not be possible, be published in another appropriate manner.

(c)

Jede Verwaltungsstelle kann den Rat eines
oder mehrerer Rechtsanwälte oder anderer
Sachverständiger einholen, deren Beratung
oder Dienste sie für notwendig hält, und sich
auf eine solche Beratung verlassen. Die Verwaltungsstellen übernehmen keine Haftung
gegenüber der Emittentin bzw. den Anleihegläubigern im Zusammenhang mit Handlungen,
die in gutem Glauben im Einklang mit einer solchen Beratung getätigt, unterlassen oder
geduldet wurden oder deren Unterlassung in
gutem Glauben im Einklang mit einer solchen
Beratung geduldet wurde.

All determinations, calculations and adjustments made by any Agent will be made in conjunction with the Issuer and will, in the absence
of manifest error, be conclusive in all respects
and binding upon the Issuer and all Bondholders.
Each Agent may engage the advice or services
of any lawyers or other experts whose advice
or services it deems necessary and may rely
upon any advice so obtained. No Agent will incur any liability as against the Issuer or the
Bondholders in respect of any action taken, or
not taken, or suffered to be taken, or not taken,
in accordance with such advice in good faith.

(d)

Jede Verwaltungsstelle ist in dieser Funktion
ausschließlich Beauftragte der Emittentin und
handelt ausschließlich auf Verlangen der Emittentin. Zwischen einer Verwaltungsstelle und
den Anleihegläubigern besteht kein Auftragsoder Treuhandverhältnis (nur im Hinblick auf
die Hauptwandlungsstelle mit Ausnahme der in
§ 8(b)(ii) geregelten Durchführung der Wandlung der Schuldverschreibungen), und keine
Verwaltungsstelle übernimmt eine Haftung
gegenüber den Anleihegläubigern oder einer
anderen Verwaltungsstelle.

(d)

Each Agent acting in such capacity, acts only
as agent of, and upon request from, the Issuer.
There is no agency or fiduciary relationship between any Agent and the Bondholders (only in
the case of the Principal Conversion Agent except as provided for in § 8(b)(ii) with respect to
the execution of the conversion of the Bonds),
and no Agent shall incur any liability as against
the Bondholders or any other Agent.

(e)

Wenn die Emittentin gemäß diesen Anleihebedingungen einen Unabhängigen Sachverständigen bestellt, dann sind § 14(c) und (d)
entsprechend auf den Unabhängigen Sachverständigen anzuwenden.

(e)

If the Issuer appoints an Independent Expert in
accordance with these Terms and Conditions,
§ 14(c) and (d) shall apply mutatis mutandis to
the Independent Expert.

§ 15

Mitteilungen

§ 15

Notices

(a)

Die Emittentin wird vorbehaltlich § 18(f) alle die
Schuldverschreibungen betreffenden Mitteilungen durch Veröffentlichung im Bundesanzeiger sowie auf ihrer Homepage bekanntmachen. Jede derartige Mitteilung gilt am Tag der

(a)

The Issuer will, subject to § 18(f), publish all notices concerning the Bonds by notice in the
Federal Gazette (Bundesanzeiger) as well as
on its homepage. Any such notice will be
deemed to have been given on the day on
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Bekanntmachung im Bundesanzeiger als den
Anleihegläubigern mitgeteilt.

which the said notice was published in the Federal Gazette (Bundesanzeiger).

(b)

Sofern die Schuldverschreibungen an einer
Wertpapierbörse notiert sind und die Regularien dieser Börse dies verlangen, werden alle
die Schuldverschreibungen betreffenden Mitteilungen im Einklang mit den Regularien der
Börse, an der die Schuldverschreibungen notiert sind, veröffentlicht.

(b)

If the Bonds are listed on any stock exchange
and the rules of that stock exchange so require,
all notices concerning the Bonds will be made
in accordance with the rules of the stock exchange on which the Bonds are listed.

(c)

Die Emittentin wird zusätzlich alle die Schuldverschreibungen betreffenden Mitteilungen an
das Clearingsystem zur Weiterleitung an die
Anleihegläubiger übermitteln.

(c)

In addition, the Issuer will deliver all notices
concerning the Bonds to the Clearing System
for communication by the Clearing System to
the Bondholders.

§ 16

Begebung weiterer Schuldverschreibungen

§ 16

Issue of Additional Bonds

Die Emittentin behält sich vor, von Zeit zu Zeit ohne
Zustimmung der Anleihegläubiger weitere Schuldverschreibungen mit gleicher Ausstattung (mit
Ausnahme, unter anderem, des Tages der Begebung
und des Zinslaufbeginns) in der Weise zu begeben,
dass sie mit diesen Schuldverschreibungen zusammengefasst werden, eine einheitliche Emission mit ihnen bilden und ihren Gesamtnennbetrag erhöhen. Der
Begriff "Schuldverschreibungen" umfasst im Fall einer
solchen Erhöhung auch solche zusätzlich begebenen
Schuldverschreibungen.

The Issuer reserves the right from time to time without
the consent of the Bondholders to issue additional
Bonds with identical terms (save for inter alia the issue
date and the interest commencement date), so that the
same will be consolidated, form a single issue with and
increase the aggregate principal amount of these
Bonds. The term "Bonds" will, in the event of such increase, also comprise such additionally issued Bonds.

§ 17

§ 17

Vorlegungsfrist, Verjährung

Presentation Period, Prescription

Die in § 801 Absatz 1 Satz 1 bzw. Satz 3 BGB bestimmte Frist für die Vorlegung der oder die gerichtliche
Geltendmachung der Ansprüche aus den Schuldverschreibungen wird auf zehn Jahre verkürzt. Die
Verjährungsfrist für Ansprüche aus den Schuldverschreibungen, die innerhalb der Vorlegungsfrist
zur Zahlung vorgelegt wurden, beträgt zwei Jahre ab
dem Ende der betreffenden Vorlegungsfrist.

The period for presentation of, or judicial assertion of
the claims under, the Bonds pursuant to § 801 paragraph 1 sentence 1 or sentence 3 of the German Civil
Code (Bürgerliches Gesetzbuch) is reduced to ten
years. The period of limitation for claims under the
Bonds presented during the period for presentation
will be two years calculated from the expiration of the
relevant presentation period.

§ 18

Änderung der Anleihebedingungen durch
Beschluss der Anleihegläubiger; Gemeinsamer Vertreter

§ 18

Amendments to the Terms and Conditions,
by resolution of the Bondholders; Joint
Representative

(a)

Änderung der Anleihebedingungen

(a)

Amendment of the Terms and Conditions

Die Emittentin kann die Anleihebedingungen
mit Zustimmung aufgrund Mehrheitsbeschlusses der Anleihegläubiger nach Maßgabe der
§§ 5 ff. des Gesetzes über Schuldverschreibungen aus Gesamtemissionen
("SchVG") in seiner jeweils geltenden Fassung
ändern. Die Anleihegläubiger können insbesondere einer Änderung wesentlicher Inhalte
der Anleihebedingungen, einschließlich der in
§ 5 Absatz 3 SchVG vorgesehenen Maßnahmen, durch Beschlüsse mit den in dem
nachstehenden § 18(b) genannten Mehrheiten
zustimmen. Ein ordnungsgemäß gefasster
Mehrheitsbeschluss ist für alle Anleihegläubiger gleichermaßen verbindlich.

The Issuer may amend the Terms and Conditions with the consent of a majority resolution of
the Bondholders pursuant to § 5 et seqq. of the
German Act on Issues of Debt Securities (Gesetz
über
Schuldverschreibungen
aus
Gesamtemissionen – "SchVG"), as amended
from time to time. In particular, the Bondholders
may consent to amendments which materially
change the substance of the Terms and Conditions, including such measures as provided for
under § 5 paragraph 3 SchVG by resolutions
passed by such majority of the votes of the
Bondholders as stated under § 18(b) below. A
duly passed majority resolution shall be binding
equally upon all Bondholders.
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(b)

Mehrheit

(b)

Vorbehaltlich des nachstehenden Satzes und
der Erreichung der erforderlichen Beschlussfähigkeit beschließen die Anleihegläubiger mit der einfachen Mehrheit der an der
Abstimmung teilnehmenden Stimmrechte. Beschlüsse, durch welche der wesentliche Inhalt
der Anleihebedingungen, insbesondere in den
Fällen des § 5 Absatz 3 Nr. 1 bis 9 SchVG,
geändert wird, bedürfen zu ihrer Wirksamkeit
einer Mehrheit von mindestens 75 % der an der
Abstimmung teilnehmenden Stimmrechte (eine
"Qualifizierte Mehrheit").
(c)

(d)

Beschlussfassung

Majority
Except as provided by the following sentence
and provided that the quorum requirements are
being met, the Bondholders may pass resolutions by simple majority of the voting rights participating in the vote. Resolutions which materially change the substance of the Terms and
Conditions, in particular in the cases of § 5 paragraph 3 numbers 1 through 9 SchVG, may
only be passed by a majority of at least 75% of
the voting rights participating in the vote (a
"Qualified Majority").

(c)

Passing of resolutions

Die Anleihegläubiger können Beschlüsse in
einer Gläubigerversammlung gemäß §§ 5 ff.
SchVG oder im Wege einer Abstimmung ohne
Versammlung gemäß § 18 und §§ 5 ff. SchVG
fassen.

The Bondholders can pass resolutions in a
meeting (Gläubigerversammlung) in accordance with § 5 et seqq. SchVG or by means of a
vote without a meeting (Abstimmung ohne Versammlung) in accordance with § 18 and § 5 et
seqq. SchVG.

(i) Die Teilnahme an der Gläubigerversammlung
und
die
Ausübung
der
Stimmrechte sind von einer vorherigen
Anmeldung der Anleihegläubiger abhängig. Die Anmeldung muss unter der in
der Mitteilung der Einberufung mitgeteilten
Adresse spätestens an dem dritten Tag vor
der Gläubigerversammlung zugehen. Mit
der Anmeldung müssen die Anleihegläubiger ihre Berechtigung zur Teilnahme
an der Abstimmung durch einen in Textform erstellten besonderen Nachweis der
Depotbank gemäß § 19(d)(i)(A) und (B)
und durch Vorlage eines Sperrvermerks
der Depotbank nachweisen, aus dem
hervorgeht, dass die betreffenden Schuldverschreibungen ab dem Tag der Absendung der Anmeldung (einschließlich) bis
zum angegebenen Ende der Gläubigerversammlung (einschließlich) nicht übertragbar sind.

(i) Attendance at the meeting and exercise of
voting rights is subject to the Bondholders'
registration. The registration must be received at the address stated in the convening notice no later than the third day preceding the meeting. As part of the registration, Bondholders must provide evidence of
their eligibility to participate in the vote by
means of a special confirmation of the Custodian in accordance with § 19(d)(i)(A) and
(B) hereof in text form and by submission of
a blocking instruction by the Custodian stating that the relevant Bonds are not transferable from and including the day such registration has been sent until and including the
stated end of the meeting.

(ii) Zusammen mit der Stimmabgabe müssen
die Anleihegläubiger ihre Berechtigung zur
Teilnahme an der Abstimmung ohne Versammlung durch einen in Textform
erstellten besonderen Nachweis der
Depotbank gemäß § 19(d)(i)(A) und (B)
und durch Vorlage eines Sperrvermerks
der Depotbank nachweisen, aus dem
hervorgeht, dass die betreffenden Schuldverschreibungen ab dem Tag der Stimmabgabe (einschließlich) bis zum letzten Tag
des Abstimmungszeitraums (einschließlich) nicht übertragbar sind.

(ii) Together with casting their vote, Bondholders must provide evidence of their eligibility
to participate in the vote without a meeting
by means of a special confirmation of the
Custodian in accordance with § 19(d)(i)(A)
and (B) hereof in text form and by submission of a blocking instruction by the Custodian stating that the relevant Bonds are not
transferable from and including the day
such vote has been cast until and including
the day the voting period ends.

Zweite Versammlung
Wird für die Gläubigerversammlung gemäß
§ 18(c)(i) die mangelnde Beschlussfähigkeit
festgestellt, kann der Vorsitzende eine zweite

(d)

Second Meeting
If it is ascertained that no quorum exists for the
meeting in accordance with § 18(c)(i), the chairman (Vorsitzender) may convene a second
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Versammlung im Sinne von § 15 Absatz 3
Satz 2 und Satz 3 SchVG einberufen. Wird für
die Abstimmung ohne Versammlung gemäß
§ 18(c)(ii) die Beschlussfähigkeit nicht festgestellt, kann der Abstimmungsleiter eine
Gläubigerversammlung einberufen; die Versammlung gilt gemäß § 18 Absatz 4 Satz 2
SchVG als zweite Versammlung im Sinne von
§ 15 Absatz 3 Satz 3 SchVG. Die Teilnahme an
der zweiten Versammlung und die Ausübung
der Stimmrechte sind von einer vorherigen
Anmeldung der Anleihegläubiger abhängig. Für
die Anmeldung der Anleihegläubiger zu einer
zweiten Versammlung gelten die Bestimmungen des § 18(c)(i) entsprechend.
(e)

Gemeinsamer Vertreter

meeting within the meaning of § 15 paragraph 3 sentence 2 and sentence 3 SchVG. If
no quorum is ascertained for the vote without a
meeting in accordance with § 18(c)(ii), the scrutineer (Abstimmungsleiter) may convene a
meeting; such meeting is, pursuant to § 18 paragraph 4 sentence 2 SchVG, deemed a second
meeting within the meaning of § 15 paragraph 3 sentence 3 SchVG. Attendance at the
second meeting and exercise of voting rights is
subject to the Bondholders' registration. The
provisions set out in § 18(c)(i) shall apply mutatis mutandis to Bondholders' registration for a
second meeting.

(e)

Die Anleihegläubiger können durch Mehrheitsbeschluss die Bestellung oder Abberufung
eines gemeinsamen Vertreters (der "Gemeinsame Vertreter"), die Aufgaben und Befugnisse des Gemeinsamen Vertreters, die
Übertragung von Rechten der Anleihegläubiger
auf den Gemeinsamen Vertreter und eine
Beschränkung der Haftung des Gemeinsamen
Vertreters bestimmen. § 18(b) bis (d) finden
Anwendung. Der Beschluss bedarf einer Qualifizierten Mehrheit, wenn der Gemeinsame Vertreter ermächtigt werden soll, Änderungen des
wesentlichen Inhalts der Anleihebedingungen
gemäß § 18(b) zuzustimmen.

(f)

Veröffentlichung

Bondholders' Representative
The Bondholders may by majority resolution
provide for the appointment or dismissal of a
bondholders' representative (the "Bondholders' Representative"), the duties and responsibilities and the powers of such Bondholders'
Representative, the transfer of the rights of the
Bondholders to the Bondholders' Representative and a limitation of liability of the Bondholders' Representative. § 18(b) through (d) shall
apply. The resolution may only be passed by a
Qualified Majority if such Bondholders' Representative is to be authorised to consent, in accordance with § 18(b) hereof, to a material
change in the substance of the Terms and Conditions.

(f)

Mitteilungen betreffend diesen § 18 erfolgen
ausschließlich gemäß den Bestimmungen des
SchVG.

Publication
Any notices concerning this § 18 shall be made
exclusively pursuant to the provisions of the
SchVG.

§ 19

Schlussbestimmungen

§ 19

Final Clauses

(a)

Form und Inhalt der Schuldverschreibungen
sowie die Rechte der Anleihegläubiger und die
Pflichten der Emittentin bestimmen sich in jeder
Hinsicht nach dem Recht der Bundesrepublik
Deutschland.

(a)

The form and content of the Bonds and the
rights of the Bondholders and the obligations of
the Issuer will in all respects be governed by the
laws of the Federal Republic of Germany.

(b)

Erfüllungsort ist Frankfurt am Main, Bundesrepublik Deutschland.

(b)

Place of performance is Frankfurt am Main,
Federal Republic of Germany.

(c)

Gerichtsstand für sämtliche im Zusammenhang
mit den Schuldverschreibungen entstehenden
Klagen oder sonstigen Verfahren ist, soweit
rechtlich zulässig, Frankfurt am Main, Bundesrepublik Deutschland. Dies gilt vorbehaltlich
eines zwingenden Gerichtsstandes für besondere Rechtsstreitigkeiten im Zusammenhang mit dem SchVG.

(c)

To the extent legally permitted, the courts of
Frankfurt am Main, Federal Republic of Germany will have jurisdiction for any action or
other legal proceedings arising out of or in connection with the Bonds. This is subject to any
exclusive court of venue for specific legal proceedings in connection with the SchVG.

(d)

Jeder Anleihegläubiger ist berechtigt, in einem
Rechtsstreit gegen die Emittentin oder in einem
Rechtsstreit, in dem der Anleihegläubiger und
die Emittentin Partei sind, seine Rechte aus

(d)

Any Bondholder may, in proceedings against
the Issuer or to which the Bondholder and the
Issuer are parties, protect and enforce in its
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seinen Schuldverschreibungen im eigenen
Namen geltend zu machen gegen Vorlage:

(e)

own name its rights arising under its Bonds on
the basis of:

einer Bescheinigung der Depotbank, die

a certificate issued by its Custodian

(A) den vollen Namen und die volle Anschrift des Anleihegläubigers bezeichnet; und

(A) stating the full name and address of the
Bondholder; and

(B) den gesamten Festgelegten Nennbetrag von Schuldverschreibungen angibt, die an dem Ausstellungstag dieser
Bescheinigung den bei dieser Depotbank bestehenden Wertpapierdepotkonten dieses Anleihegläubigers gutgeschrieben sind.

(B) specifying an aggregate Principal
Amount of Bonds credited on the date
of such statement to such Bondholder's
securities accounts maintained with its
Custodian.

Die deutsche Version dieser Anleihebedingungen ist bindend. Die englische
Übersetzung
dient
nur
zu
Informationszwecken.

(e)

The German version of these Terms and Conditions will be binding. The English translation
is for information purposes only.
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XXI. INTERNATIONAL PRIVATE PLACEMENT
Pursuant to the engagement letter it executed with the Issuer on 7/10 October 2019 and the supplement dated 24 October 2019 (see also section V.), futurum bank, acting as Lead Manager, will
offer the Bonds remaining after implementation of the Public Offering (i.e., those Bonds that were
not subscribed in the context of the Rights Offering or the General Public Offering) for purchase
exclusively to select qualified investors within the meaning of Article 2(e) of Regulation (EU)
2017/1129 in the context of an international private placement in Germany and other selected
jurisdictions outside the United States of America in reliance on Regulation S ("Regulation S")
of the U.S. Securities Act (the "Securities Act") (the "International Private Placement").
The period for the International Private Placement during which the Bonds may be subscribed by
qualified investors begins on 5 December 2019 and runs until 14 November 2020 (both dates
inclusive). The Issuer reserves the right to change the period for the International Private Placement. The Issuer may in particular decide to terminate the International Private Placement early.
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XXII. PLACEMENT OF THE BONDS
futurum bank AG, Hochstraße 35-37, 60313 Frankfurt am Main, Germany, is acting as Subscription Agent for the Rights Offering relating to the Bonds.
futurum bank AG, Hochstraße 35-37, 60313 Frankfurt am Main, Germany, is acting as Lead
Manager for the General Public Offering of the Bonds and the offering of the Bonds in the context
of the International Private Placement.
For information on the Pre-placement Against the Contribution In Kind, see section XVIII.
1.

Obligations under the engagement letter

a.

Rights Offering

Pursuant to an engagement letter executed between the Company and futurum bank on 7/10 October 2019 and the supplement dated 24 October 2019, futurum bank will act as the Subscription
Agent in connection with the Rights Offering (including the Over-subscription Option). The statutory pre-emptive subscription right is afforded to shareholders eligible to subscribe by virtue of
offering the Offered Bonds for subscription to the Beneficiaries as stipulated in the Rights Offering set out in section XIX.13. for a Subscription Price of EUR 1,000 per Bond subject to a conversion ratio of 238:1 (238 old shares entitle the holder to subscribe for 1 Bond). Bankhaus Gebr.
Martin Aktiengesellschaft will function as the Subscription Agent's appointed settlement agent,
which the Subscription Agent is using for the technical execution of the Offering.
b.

General Public Offering and International private Placement

Pursuant to the aforementioned engagement letter, futurum bank, acting as Lead Manager, will
on a best-efforts basis (i.e., with no firm placement or underwriting commitment and subject to
the occurrence of certain conditions precedent and rights of rescission) offer the Offered Bonds
that were not subscribed under the Rights Offering in the context of the General Public Offering
– parallel to the option to purchase them via the Subscription Functionality of Deutsche Börse
AG – to potential investors for purchase and the Bonds remaining after implementation of the
Public Offering (i.e., those Bonds that were not subscribed in the context of the Rights Offering
or the General Public Offering) for purchase exclusively to select qualified investors within the
meaning of Article 2(e) of Regulation (EU) 2017/1129 in the context of the International Private
Placement in Germany and other selected jurisdictions outside the United States of America in
reliance on Regulation S of the U.S. Securities Act during the period for the International Private
Placement.
c.

Fees and expenses

Pursuant to the engagement letter, futurum bank shall pay the Subscription/Placement Prices of
the Bonds subscribed/placed to the Company less the agreed fees and expenses. futurum bank
will be paid a fixed, standard market fee for its services, particularly for its services as Subscription Agent. It will also be paid a handling fee for its services in connection with the General Public
Offering for the volume placed via the Frankfurt Stock Exchange's placement tool "DirectPlace",
which will be measured based on the gross amount of the issue proceeds generated in this regard.
futurum bank will also be paid a placement commission for its services in connection with the
General Public Offering and the International Private Placement, which will be measured based
on the amount of the gross issue proceeds (subject to certain exceptions) generated from the Bonds
placed by it (and any third parties to whom it has delegated certain functions) in the context of
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the General Public Offering and the International Private Placement; the handling fee and placement commission may not exceed approximately EUR 5.77 million in the aggregate. The Company has furthermore agreed to reimburse futurum bank for certain expenses it incurs in connection with the Public Offering, the International Private Placement and the inclusion of the Bonds
in trading on the Open Market.
d.

Indemnification

In the engagement letter, the Company has undertaken to indemnify futurum bank (and those
persons, vicarious agents and affiliates acting on its behalf) against certain liabilities and losses
that may arise in connection with the Offering as between the parties inter se.
2.

Rescission

The engagement letter with futurum bank provides that it may rescind said agreement under certain circumstances. These circumstances include, in particular, material adverse changes in the
Company's business performance, financial condition or results of operations, material adverse
changes in national or international financial, political or economic framework conditions or material restrictions on exchange trading or banking operations as well as where the execution of the
capital market transaction does not appear to be advisable or not reasonable or practicable.
If the agreement is rescinded, the Rights Offering will not take place and the Subscription Agent
shall be entitled to terminate the Rights Offering. In such case, the subscription orders of the
Beneficiaries will be reversed and the amounts already paid for the Subscription Price will be
refunded unless they were transferred by the Subscription Agent to the Issuer. In respect of any
such amounts, the Subscription Agent hereby assigns its claim against the Issuer for repayment
of the cash contribution paid in respect of the Bonds or for delivery of the Bonds pro rata to the
Beneficiaries accepting the Rights Offering in lieu of performance. The Beneficiaries accept said
assignment upon accepting the Rights Offering. Such repayment/compensation claims are generally unsecured. In such case, the Beneficiaries would be at risk of not being able to enforce their
repayment/compensation claims. Investors incurring costs as a result of having exercised or purchased subscription rights would suffer a loss in this case. If short sales were made before the
Bonds are transferred to the securities account of the respective purchaser, the seller alone shall
bear the risk of being unable to cover such short sales through the timely delivery of Bonds.

207

XXIII. SELLING RESTRICTIONS
1.

Rights Offering

The selling restrictions set out in section XIX.13. ("Rights Offering") shall apply to the Offering.
2.

General Public Offering

The General Public Offering shall be subject to the following selling restrictions:
The Bonds will only be offered to the public in the Federal Republic of Germany.
The General Public Offering will be carried out solely in accordance with German law. Any publication, delivery, distribution or reproduction of the General Public Offering or the Prospectus or
any summary or other description of the terms contained therein may be subject to restrictions in
foreign jurisdictions. The General Public Offering or the Prospectus may not be either directly or
indirectly published, delivered, distributed or reproduced in foreign jurisdictions by third parties
if such action is prohibited under the applicable laws or contingent upon compliance with regulatory procedures or the issue of an approval. The same applies to any summary or other description
of the terms contained therein. The Company gives no assurance that the publication, delivery,
distribution or reproduction of the General Public Offering or the Prospectus outside the Federal
Republic of Germany will be compatible with the relevant laws.
Acceptance of the General Public Offering outside the Federal Republic of Germany may be
subject to restrictions. Persons who intend to accept the General Public Offering outside the Federal Republic of Germany are urged to seek information about the restrictions in place outside the
Federal Republic of Germany.
No public offering will be made outside the Federal Republic of Germany, specifically not in the
United States of America, Japan, Canada, New Zealand or Australia. The Bonds are not intended
to be publicly offered to any person in the United States of America, Japan, Canada, New Zealand
or Australia. The General Public Offering and the Prospectus are therefore not intended for persons from the United States of America, Japan, Canada, New Zealand or Australia.
United States of America
The General Public Offering and this Prospectus constitute neither an offer to sell nor an offer or
invitation to purchase or to submit an offer to purchase or subscribe for securities in the United
States of America or to U.S. persons. The Bonds and the shares to be delivered in the event of a
conversion are not and will not be registered under the United States Securities Act of 1933 (as
amended) (Securities Act) or the securities laws of individual U.S. states.
The Bonds and the shares to be delivered in the event of a conversion may not be offered, exercised, sold, pledged, transferred or delivered (directly or indirectly) in or within the United States
of America or to or for the account or benefit of any U.S. Person (as defined in Regulation S under
the Securities Act), unless this is done after appropriate registration or pursuant to an exception
to or exemption from the registration requirements of the Securities Act, or in a transaction that
is not subject to the registration requirements of the Securities Act, and, in any event, it is in
accordance with the applicable securities laws of the relevant individual U.S. state.
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Japan, Canada, New Zealand and Australia
The General Public Offering and this Prospectus are not intended for persons from Japan, Canada,
New Zealand or Australia. The General Public Offering, this Prospectus and all other documents
relating to the General Public Offering may not be sent by post or by other means to Japan, Canada, New Zealand or Australia, nor may the Bonds be sold to persons in those countries either.
3.

International Private Placement

In the engagement letter, the Lead Manager has agreed and warranted that it will comply with any
and all national, EU or other applicable provisions as well as any and all selling restrictions set
out in the prospectus and/or any private placement memorandum.
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XXIV. DILUTION
Taking into account the partial waiver by the majority shareholder (publity AG) of its subscription
rights, the shareholders' subscription rights to the Bonds ensure that all shareholders who exercise
their subscription and conversion rights will retain at least their original percentage interest in the
Company's share capital. If a shareholder does not exercise their subscription right within the
subscription period and other investors subscribe for Bonds and exercise their conversion rights,
that shareholder's proportion of the Company's share capital will decrease and dilution will occur.
Dilution of the interest in the share capital also diminishes the administrative rights as a member,
in particular voting rights, and property rights as a member, in particular rights to dividends, by
the same percentage.
As at the date of the Prospectus, the Company's share capital in accordance with the articles of
association amounted to EUR 71,663,688. It is divided into 71,663,688 no-par value ordinary
registered shares of the Company, each such share representing a notional interest in the share
capital of EUR 1.00.
Based on the Company's share capital of EUR 71,663,688 in accordance with the articles of association, and assuming that all 192,244 Offered Bonds are subscribed under this issue and that
all 300,000 Bonds (i.e. including those Bonds issued under the Pre-placement Against the Contribution In Kind) are converted on the basis of the initial conversion price of EUR 9.90, i.e. into
a total of 30,303,030 new no-par value ordinary registered shares of the Company each representing a notional interest in the share capital of EUR 1.00, the Company's share capital in accordance
with the articles of association would amount to EUR 101,966,718. After full conversion of the
Bonds, the existing share capital amounting to EUR 71,663,688 in accordance with the articles of
association would therefore correspond to approximately 70.28% of the new share capital. Consequently, shareholders who do not exercise their subscription rights would only hold approximately 70.28% of their existing interest in the Company's share capital in accordance with the
articles of association. Their shareholding would thus be diluted by approximately 29.72%. This
means that if the respective shareholders were not to exercise their subscription right, a shareholding in the Issuer representing 10% of the share capital and voting rights before the bond issue
would amount to only 7.03% of the share capital following completion of the bond issue and
conversion of all 300,000 Bonds.
Based on the unaudited interim consolidated financial statements of the Issuer as at 30 June 2019
(IFRS), the net carrying amount of the Company's equity (total assets less liabilities and minority
interests) amounted to EUR 47,204,288 or approximately EUR 1.95 per share (calculated on the
basis of 24,213,688 shares) as at 30 June 2019. Taking into consideration the Issuer's in-kind
capital increase in the second half of 2019, under which publity AG contributed a majority interest
in publity Investor GmbH to the Issuer and in return subscribed 47,450,000 new shares of the
Issuer, the net carrying amount of equity would increase by EUR 379,600,000 to EUR
426,804,288 or approximately EUR 5.96 per share (calculated on the basis of 71,663,688 shares).
Assuming that (i) net issue proceeds of EUR 192,244,000 accrue to the Company from issuing
the Offered Bonds, which is based on the assumption that the maximum number of Bonds are
placed or subscribed, and (ii) taking into consideration the approximately EUR 112,974,623in
shareholder loan receivables due from publity Investor GmbH (a subsidiary of the Issuer), as
contributed by publity AG to the Issuer under the Pre-placement Against the Contribution In Kind,
and less issue costs that are expected to amount to approximately EUR 5,000,000, the net carrying
amount of the Company's equity would be approximately EUR 727,022,911.
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The net carrying amount of the Company's equity would then be approximately EUR 7.13 per
share (calculated based on the 30,303,030 new shares resulting from full conversion of the Bonds,
i.e. on a total of 101,966,718 outstanding shares of the Company). This would increase the net
carrying amount of equity per share by approximately EUR 1.17 (approximately 19.63%). The
subscription price or issue price of EUR 1,000 paid by an investor under the Rights Offering,
divided by the number of shares into which the Bonds can be converted, would be approximately
EUR 2.77 or 38.85% above the approximately EUR 7.13 net carrying amount of equity per share.
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XXV. CORPORATE GOVERNANCE
1.

Administrative, management and supervisory bodies and senior management

The governing bodies of the Issuer are the Executive Board (Vorstand), the Supervisory Board
(Aufsichtsrat) and the Annual General Meeting. The responsibilities of these governing bodies
are governed by the German Stock Corporation Act (Aktiengesetz, AktG) and the Issuer's articles
of association.
a.

Executive Board

Until 31 August 2018, Mr Thomas Olek was the (sole) member of the Issuer's Executive Board.
Following the acquisition of the shares of the Issuer (at that time still a German limited liability
company (Gesellschaft mit beschränkter Haftung, “GmbH”)) by Olek Holding GmbH (Frankfurt
am Main), which has since then been merged with TO-Holding GmbH (Frankfurt am Main), and
the renaming of the Issuer to PREOS Real Estate GmbH, he was appointed Managing Director in
February 2018 and subsequently, with the change in legal form, became member of the Executive
Board of PREOS Real Estate AG. Although he stepped down from the Executive Board as at
31 August 2018, Mr Olek continues to be a member of the Executive Board (and indirect major
shareholder) of publity AG, the Issuer's major shareholder and asset manager.
The Executive Board of the Issuer currently has the following members:
Executive Board member

Area of responsibility

Initial appointment

End of current
term of office

Frederik Mehlitz

Asset management;
finance

17 Aug. 2018 (with
effect from 1 Sept.
2018)

2021

Transactions with
banks and financial
investors; finance

17 Aug. 2018 (with
effect from 1 Sept.
2018)

2021

(Chairman and CEO)
Libor Vincent

Frederik Mehlitz
Frederik Mehlitz was born in Saarbrücken in 1965. After studies in industrial engineering in
Karlsruhe, he worked in management positions at a number of major national and international
banks. Today he can look back on more than 20 years of expertise in the world of banking and
finance. From 2011 onwards, Mr Mehlitz was responsible for all transactions with banks and
financial investors at publity AG and, from 2013, he was also Managing Director of a subsidiary
of publity AG, publity Performance GmbH, a German investment management company Kapitalverwaltungsgesellschaft, "KVG") governed by the German Investment Code (Kapitalanlagegesetzbuch, KAGB). On 4 August 2014, Mr Mehlitz was appointed to join Mr Thomas Olek as
another member of the Executive Board of publity AG. As at 31 August 2018, Mr Mehlitz stepped
down from the Executive Board of publity AG and joined the Executive Board of the Issuer. Since
then, Mr Mehlitz has been responsible for asset management, financing as well as liquidity and
risk management at the Issuer. In October 2019, Mr Mehlitz also resigned from his position as
senior adviser to publity AG. Mr Mehlitz also plans to step down as Managing Director of publity
Performance GmbH in the near future.
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For his work as Chairman of the Executive Board of the Issuer, Mr Mehlitz receives fixed annual
remuneration of EUR 360,000. In addition, he is provided with a company car, which may also
be used privately.

Positions in the PREOS Real Estate AG Group

from

to

Member of the Executive Board of PREOS Real Estate AG

2018

present

Managing Director of PREOS Immobilien GmbH

2018

present

Managing Director of PREOS 1. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 2. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 3. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 4. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 5. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 6. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 7. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 8. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 9. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 10. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 11. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 12. Beteiligungsgesellschaft mbH

2018

present
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Managing Director of PREOS 13. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 14. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 15. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 16. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 17. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 18. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 19. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 20. Beteiligungsgesellschaft mbH

2018

present

Managing Director of Objekta Fütingsweg GmbH

2018

present

Managing Director of LVG Nieder-Olm GmbH

2018

present

Managing Director of Projekta Lüdenscheid 1 GmbH

2019

present

Managing Director of publity Investor GmbH

2019

present

Managing Director of publity Real Estate GmbH

2019

present

Managing Director of publity Real Estate Holding GmbH

2019

present

Managing Director of publity Real Estate 1 GmbH

2019

present

Managing Director of publity Real Estate 2 GmbH

2019

present
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Managing Director of publity Real Estate 3 GmbH

2019

present

Managing Director of publity Real Estate 4 GmbH

2019

present

Managing Director of publity Real Estate 5 GmbH

2019

present

Managing Director of publity Real Estate 6 GmbH

2019

present

Managing Director of publity Theodor-Althoff-Straße 2 GmbH

2019

present

Managing Director of Großmarkt Leipzig GmbH

2019

present

In addition to his positions in the Issuer's Group, Mr Mehlitz also performs the following significant functions:

Company/position

from

to

Managing Director of PO Verwaltungs GmbH

2015

present

Libor Vincent
Libor Vincent was born in Brno (Czech Republic) in 1968. Alongside successful law studies at
the universities of Nijmegen and Rotterdam, Mr Vincent worked as editor and journalist specializing in financial and capital market topics at a number of monthly magazines. This was followed,
between 1994 and 1996, by engagements, particularly in the sales sector, of organisations such as
the ABN AMRO Group. From 1996 to 2005, Mr Vincent was Senior Investor Relations Officer
at Deutsche Bank AG in Frankfurt and New York, where as head of the New York IR office his
main duties included the management of IR activities during the listing of Deutsche Bank shares
on the New York Stock Exchange (NYSE). From 2005 to 2012, Mr Vincent was the head of
Capital Market Communications and Investor Relations at EUROHYPO AG, before he became
head of Legal Entity Issues and Capital Market Communications at Hypothekenbank Frankfurt
AG (Commerzbank Group), a position he held between 2012 and 2015. Since 2015, Mr Vincent
has been a partner at Targa Communications GmbH, where he is responsible for investor relations, fund-raising and financial PR.
For his work as member of the Executive Board of the Issuer, Mr Vincent receives fixed annual
remuneration of EUR 180,000.
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Positions in the PREOS Real Estate AG Group

from

to

Member of the Executive Board of PREOS Real Estate AG

2018

present

Managing Director of PREOS Immobilien GmbH

2018

present

Managing Director of PREOS 1. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 2. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 3. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 4. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 5. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 6. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 7. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 8. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 9. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 10. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 11. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 12. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 13. Beteiligungsgesellschaft mbH

2018

present
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Managing Director of PREOS 14. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 15. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 16. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 17. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 18. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 19. Beteiligungsgesellschaft mbH

2018

present

Managing Director of PREOS 20. Beteiligungsgesellschaft mbH

2018

present

Managing Director of Objekta Fütingsweg GmbH

2018

present

Managing Director of LVG Nieder-Olm GmbH

2018

present

Apart from his positions in the Issuer's Group, Mr Vincent does not perform any other significant
functions.
The Executive Board can be reached at the business address of the Issuer (Landsteinerstraße 6,
04103 Leipzig, Germany).
The Executive Board represents the Company both in and out of court. If more than one member
has been appointed to the Executive Board, the Company is represented jointly by two members
of the Executive Board or by one member and a commercial attorney-in-fact (Prokurist). If the
Executive Board has only one member, he or she represents the Company alone.
However, the Supervisory Board can grant Executive Board members the right of sole representation and exempt them from the prohibition on multiple representation in accordance with section
181 alt. 2 of the German Civil Code (Bürgerliches Gesetzbuch, BGB).
Executive Board members Frederik Mehlitz and Libor Vincent have each been granted the right
of sole representation and exemption from the limitations of section 181 alt. 2 BGB.
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b.

Supervisory Board

The Supervisory Board of the Issuer currently has the following three members described below:
Initial appointment

End of current term of
office

Chairman of the
Supervisory
Board

9 March 2018

2024

Wolfgang Faillard

Deputy Chairman of the Supervisory Board

28 August 2019

2024

Christoph Blacha

Member of the
Supervisory
Board

9 March 2018

2024

Supervisory Board

Position

Udo Roland Wahid
Masrouki

Udo Roland Wahid Masrouki
Mr Masrouki was born in Würzburg, Bavaria, in 1965. From 1993 to 1995, he was portfolio
manager in asset management at Deutsche Bank AG, with sole responsibility for futures and options. From 1995 to 2000, Mr Masrouki worked in the broker organisation as a director of
Deutsche Bank AG's insurance group, followed by a period as Managing Director of GAMAX
Vertriebs GmbH between 2000 and 2002 with responsibility for sales and marketing as well as
product development in the area of investment-based insurance solutions. Since 2002, Mr
Masrouki has been the CEO of FinanzNet Holding AG, an association of brokers he founded that
specialises in capital investment products.
For his work as Chairman of the Supervisory Board, Mr Masrouki receives an annual payment of
EUR 20,000.
In addition to his work on the Supervisory Board of the Issuer, Mr Masrouki also performs the
following significant functions:
Company/position

from

to

FinanzNet Holding AG (Cologne)/CEO

2002

present

Fidelias Vertriebsservice GmbH/Managing Director

2012

present

FinanzNet Verwaltungs GmbH (formerly: Finasddee
GmbH)/Managing Director

2015

present

MV MunIC Verwaltungs GmbH/Managing Director

2018

present

The Key Unternehmensberatung GmbH/Managing Director

2019

present
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Wolfgang Faillard
Wolfgang Faillard was born in Cologne, North Rhine-Westphalia, in 1956. In 1983, Mr Faillard
passed the Second State Examination in Law (Zweites Juristisches Staatsexamen), followed by
his admission to practice as a lawyer in 1984. During the subsequent period until 1990, Mr Faillard worked as a self-employed lawyer and independent contractor at the audit firm
Halft & Lohmar. In 1988, Mr Faillard was appointed as tax adviser. Since January 1990, he has
worked for the audit firm HLFH GbR Faillard-Hürter, where he is one of the name partners. He
was admitted as a German public auditor (Wirtschaftsprüfer) in 1993. In addition, Mr Faillard is
engaged in a number of voluntary activities, in particular at sports clubs. Moreover, in 2013, he
was appointed to the Supervisory Board of publity Performance GmbH.
For his work as member of the Supervisory Board, Mr Faillard receives an annual payment of
EUR 10,000.
In addition to his work on the Supervisory Board of the Issuer, Mr Faillard also performs the
following significant functions:

Company/position

from

to

HLFH Wirtschaftsprüfer, Rechtsanwäte, Steuerberater/partner

1990

present

Member of the Supervisory Board of publity Performance GmbH

2013

present

Christoph Blacha
Christoph Blacha was born in Münster, North Rhine-Westphalia, in 1957. He studied at the universities of Munich and Münster and has practised as a self-employed lawyer since 1991, and in
Leipzig since the beginning of 1995. From 2004 to 2007, Mr Blacha was a member of the Supervisory Board of publity AG, and in 2008 he was appointed to the Executive Board of publity AG.
In 2012, he was appointed Managing Director of publity Investor GmbH. From 2013 onwards,
Mr Blacha was also Managing Director of publity Performance GmbH. Starting in 2009, he was
responsible, within the publity Group, for developing financial products, creating economic and
legal proofs of concept, compiling prospectuses and drafting agreements between all the parties
involved. Mr Blacha is the owner of a law firm, "Blacha.Rechtsanwälte", in Leipzig. In the middle
of 2016, Mr Blacha stepped down from all positions in the publity Group. Since the beginning of
2019, Mr Blacha has again been the Managing Director of publity Performance GmbH with joint
power of representation.
For his work as member of the Supervisory Board, Mr Blacha receives an annual payment of
EUR 10,000.
In addition to his work on the Supervisory Board of the Issuer, he also performs the following
significant functions:
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Company/position

from

to

Blacha.Rechtsanwälte (Leipzig)/owner, lawyer

2005

present

Managing Director of publity Performance GmbH

2019

present

Member of the Supervisory Board of Münchner Immobilien Center AG

2019

present

Managing Director of Live Entertainment Beteiligungs-GmbH

2019

present

The Supervisory Board can be reached at the business address of the Issuer (Landsteinerstraße 6,
04103 Leipzig, Germany).
c.

Senior management

Due to its organisational structure, the Issuer does not have a senior management level within the
meaning of Regulation (EU) 2017/1129.
d.

Additional information on the Executive Board, Supervisory Board and senior management

There are no familial relationships between the persons named in sections XXV.1.a. and
XXV.1.b.
In the last five years, none of the persons named in sections XXV.1.a. and XXV.1.b. have been
convicted of offences involving fraud.
None of the persons named in sections XXV.1.a. and XXV.1.b. have in the last five years been
subject to any public accusations and/or sanctions directed at the persons named by statutory
authorities or regulatory authorities (including certain professional associations), nor were these
persons found unqualified by a court for membership in an administrative, management or supervisory body of an issuer or for participation in the leadership or management of the business of
an issuer, at least during the last five years.
2.

Remuneration and other benefits

Until 31 August 2018, Mr Thomas Olek was the (sole) member of the Issuer's Executive Board.
Following the acquisition of the shares of the Issuer (at that time still a limited liability company
(GmbH)) by Olek Holding GmbH (Frankfurt am Main), which has since then been merged with
TO-Holding GmbH (Frankfurt am Main), and the renaming of the Issuer to PREOS Real Estate
GmbH, he was appointed Managing Director in February 2018 and subsequently, with the change
in legal form, became member of the Executive Board of PREOS Real Estate AG. Mr Olek did
not receive any remuneration for his work as Chairman of the Executive Board of the Issuer. He
stepped down from the Executive Board as at 31 August 2018
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For financial year 2018 the members of the Executive Board received total remuneration amounting to approximately EUR 183 thousand. This comprised fixed annual remuneration (EUR 180
thousand) and the use of company cars (approximately EUR 3 thousand). The service contracts,
which entered into force on 1 September 2018 for the members of the Company's Executive Board
(who were appointed with effect from 1 September 2018) specify fixed annual remuneration for
Mr Mehlitz and Mr Vincent in an amount of EUR 360 thousand for Executive Board member
Frederik Mehlitz and EUR 180 thousand for Executive Board member Libor Vincent as at the
date of this Prospectus. Executive Board member Frederik Mehlitz is provided with a company
car, which may also be used privately. Executive Board member Libor Vincent does not have a
company car. There are no variable remuneration components according to the service contracts
applicable at the time this Prospectus was prepared, either for Executive Board member Frederik
Mehlitz or for Executive Board member Libor Vincent. In the event of the death of a member of
the Executive Board during the term of the service contract, his or her relatives receive salary
payments in the month of death and the subsequent three calendar months. In the event of an
illness or other inability to work for which the Executive Board member is not responsible, the
Executive Board member will be paid the remuneration agreed in the contract for a period of six
months, but no longer than until the end of the service contract's term. The continued payments
are reduced by amounts received by the Executive Board member from third parties for this period, particularly from health insurance or sick pay insurance. The Executive Board member will
be reimbursed for reasonable expenses arising as required in the Company's interests. Reimbursement for the expenses arising will be paid upon submission of original receipts or in a lump sum
at the highest rates allowed by tax regulations to the extent that the Executive Board member
provides evidence of their necessity for purposes of managing the Company or its business options, or this is evident. The service contracts with the Executive Board members stipulate a noncompete covenant, which remains in effect for two years following the end of the service contract.
The Company will pay the Executive Board member compensation for the duration of the noncompete covenant in accordance with sections 74 et seq. HGB. The Company can dispense with
the post-contractual non-compete covenant with the effect that it then is released from the obligation to pay compensation. The members of the Issuer's Executive Board do not receive any
remuneration or benefits whatsoever from subsidiaries of the Issuer.
According to article 11 of the articles of association, each member of the Supervisory Board receives a fixed remuneration of EUR 10,000.00 in addition to reimbursement for documented expenses for each full financial year of service on the Supervisory Board. The chairman of the Supervisory Board receives double this amount. The remuneration is payable at the end of each
financial year. Individuals who have not been members or have not held the position of chairman
of the Supervisory Board for a full financial year receive pro-rated remuneration. VAT is reimbursed by the Issuer to the extent that the members of the Supervisory Board are entitled to invoice
the Issuer separately for VAT and they exercise this right.
The Company may arrange for legal expenses and financial loss liability insurance for and in
favour of the members of the Supervisory Board, with an adequate sum insured to cover the liability arising from their Supervisory Board work, and bear the cost of the insurance as well as
taxes and levies incurred for this insurance.
The Issuer arranged at its own expense for market-standard D&O insurance on behalf of the governing bodies of the Issuer.
There are no provisions for pensions or retirement payments either at the Issuer or its subsidiaries
and sub-subsidiaries. The Company has not currently made any commitments to this effect either.
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With the exception of the compensation for the non-compete covenant with Executive Board
members, no service contracts have been entered into between the persons named in sections
XXV.1.a. and XXV.1.b. and the Issuer or its subsidiaries that stipulate benefits upon termination
of the service relationship.
3.

Shareholdings and stock options

As at the date of this Prospectus, the members of the Executive Board and Supervisory Board
hold shares in the Issuer as follows:
Mr Masrouki, Chairman of the Supervisory Board of the Issuer, directly holds 59,840 shares in
the Issuer. MV MunIC Verwaltungs GmbH, in which Mr Masrouki holds a 50% interest, also
holds an additional 123,445 shares in the Issuer. FinanzNet Holding AG, of which Mr Masrouki
is CEO and the sole shareholder, also holds 30,000 shares in the Issuer.
Other than the aforementioned (direct and indirect) holdings, the members of the Executive Board
and the Supervisory Board do not hold any shares in the Issuer as at the date of this Prospectus.
No options on or other subscription rights to shares of the Issuer have been issued (with the exception of the Convertible Bond 2019/2024 (including the Pre-placement Against the Contribution In Kind) described in this Prospectus. The members of the Executive Board and Supervisory
Board do not hold any such rights as at the date of this Prospectus.
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XXVI.
1.

HISTORICAL FINANCIAL INFORMATION

Annual financial statements for the financial year from 1 January 2017 to 31 December 2017 of
PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth) (HGB)
(audited)

Balance sheet

Assets

As at 31 Dec.
2017
EUR

As at 31 Dec.
2016
EUR

A. Fixed assets
Tangible fixed assets
Prepayments and assets under construction

0.00

8,000.00

207.45
145,285.72
145,493.17

207.45
214,161.01
214,368.46

216,052.07

328,731.53

749,662.80

5,319,148.58

965,714.87

5,647,880.11

80,363.03
1,191,571.07

498,188.92
6,360,437.49

0.00

1,553,234.74

1,191,571.07

7,921,672.23

B. Current assets
I. Inventories
1. Work in progress
2. Merchandise

II. Receivables and other assets
1. Trade receivables
- of which due from shareholders: EUR 161,552.07 (prior
year: EUR 263,362.00)
2. Other assets
- of which due after more than 1 year: EUR 0.00 (prior
year: EUR 360.00)

III. Cash-in-hand, bank balances and cheques

C. Deficit not covered by equity

Equity and liabilities

As at 31 Dec.
2017
EUR

As at 31 Dec.
2016
EUR

A. Equity
I. Subscribed capital
II. Accumulated losses/retained profits brought forward
III. Net income/net loss for the year
IV. Deficit not covered by equity

25,000.00

25,000.00

-1,578,234.76

154,651.42

1,835,883.76

-1,732,886.16

0.00

1,553,234.74
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282,649.02

0.00

0.00
542,426.00
542,426.00

54,288.79
532,476.00
586,764.79

366,426.05

1,796,558.68

70.00

5,538,348.76

366,496.05

7,334,907.44

1,191,571.07

7,921,672.23

B. Provisions
1. Provisions for taxes
2. Other provisions

C. Liabilities
1. Trade payables
- of which due to shareholders: EUR 0.00 (prior year:
EUR 101,871.92)
- of which due within 1 year: EUR 366,426.05 (prior
year: EUR 1,796,558.68)
2. Miscellaneous other liabilities
- of which due to shareholders: EUR 0.00 (prior year:
EUR 5,316,553.79)
- of which due within 1 year: EUR 70.00 (prior year:
EUR 5,388,348.76)
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Income statement
(For the period from 1 January to 31 December 2017)

1. Sales
2. Decrease in work in progress
3. Other operating income
4. Cost of materials
A) Cost of raw materials, consumables and supplies,
and of purchased merchandise
b) Cost of purchased services

5. Other operating expenses
6. Other interest and similar income
7. Interest and similar expenses
8. Taxes on income
9. Profit/loss after tax
10. Other taxes
11. Net income/net loss for the year

2017
EUR
182,352.94

2016
EUR
2,223,489.93

0.0
2,711,234.69

-6,310.05
0.00

162,303.87
275,000.00
437,303.87

3,309,654.95
11.18
3,309,666.13

435,683.47
9,108.89
124,425.52
69,399.90

477,998.63
0.00
194,356.70
-33,103.00

1,835,883.76
0.00
1,835,883.76

-1,731,738.58
1,147.58
-1,172,886.16

Notes to the annual financial statements
A. Annual financial statements
Identification of the Company:

(see also Report on post-balance sheet date events)

Name of Company according to
court of registration:

PREOS Real Estate AG
(formerly: AMG Immobilien Berlin GmbH)

Registered office according to
court of registration:

Leipzig (formerly: Bayreuth)

Court of registration:

Leipzig Local Court (Amtsgericht) (formerly: Bayreuth)

Register no.:

HRB 34786 (formerly: HRB 6486)

The Company is a small corporation within the meaning of section 267 of the German Commercial Code (Handelsgesetzbuch, “HGB”).
B. Disclosures relating to accounting policies
The annual financial statements of the Company were prepared on the basis of the accounting and
measurement requirements of section 242 et seq. HGB and in compliance with the provisions
applicable to small corporations within the meaning of section 276 (1) HGB. Certain exemptions
set out in section 288 HGB were exercised.
The income statement was prepared using the total cost method.
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Inventories are measured at the lower of cost or market value.
Receivables and other assets are recorded at the nominal amount less any write-downs to the
lower market value required.
Bank balances are reported at their nominal amount.
Equity is recognised at the nominal amount.
Provisions are created for all other uncertain liabilities and are measured at the expected settlement amount.
Liabilities are carried at their settlement amount.
There are no liabilities with a remaining maturity of more than five years.
C. Notes to the income statement
Other operating income includes EUR 2.5 million of income of extraordinary significance and
size from claims for damages.

Leipzig, 15 June 2018

Thomas Olek, Managing Director
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Auditor's report

We have issued the following auditor's report to the annual financial statements as at 31 December 2017 attached as Appendices 1 to 3:
To PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth):
We have audited the annual financial statements – comprising the balance sheet, the income statement and the notes to the financial statements – together with the bookkeeping system of PREOS
Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth) for the financial year from 1 January to 31 December 2017. The maintenance of the books and records and
the preparation of the annual financial statements in accordance with German commercial law are
the responsibility of the Company's executive director. Our responsibility is to express an opinion
on the annual financial statements, together with the bookkeeping system, based on our audit.
We conducted our audit of the annual financial statements in accordance with section 317 of the
German Commercial Code (Handelsgesetzbuch, "HGB") and German generally accepted standards for the audit of financial statements promulgated by the Institut der Wirtschaftsprüfer [Institute of Public Auditors in Germany] (IDW). Those standards require that we plan and perform
the audit such that misstatements materially affecting the presentation of the financial condition
and results of operations in the annual financial statements in accordance with [German] principles of proper accounting are detected with reasonable assurance. Knowledge of the business
activities and the economic and legal environment of the Company and expectations as to possible
misstatements are taken into account in the determination of audit procedures. The effectiveness
of the accounting-related internal control system and the evidence supporting the disclosures in
the books and records and the annual financial statements are examined primarily on a test basis
within the framework of the audit. The audit includes assessing the accounting principles used
and significant estimates made by the Company's executive director as well as evaluating the
overall presentation of the annual financial statements.
We believe that our audit provides a reasonable basis for our opinion.
Our audit has not led to any reservations.
In our opinion, based on the findings of our audit, the annual financial statements comply with
the provisions of German commercial law and give a true and fair view of the net assets, financial
position and results of operations of the Company in accordance with German generally accepted
accounting standards.

Hamburg, 22 June 2018

Ebner Stolz GmbH & Co. KG
Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft
Dirk Heide
Wirtschaftsprüfer
(German Public Auditor)

Florian Riedl
Wirtschaftsprüfer
(German Public Auditor)
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2.

Annual financial statements for the financial year from 1 January 2018 to 31 December 2018 of
PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth) (HGB)
(audited)

Balance sheet

A.
I.
II.

Assets
Fixed assets
Tangible fixed assets
Other equipment, operating and office equipment
Long-term financial assets
Shares in affiliated companies

B.

Current assets

I.
1.
2.

Inventories
Work in progress
Merchandise

II.
1.

Receivables and other assets
Trade receivables
- of which due from shareholders: EUR 0.00 (prior
year: EUR 161,552.07)
Receivables from affiliated companies
Other assets

2.
3.

III. Bank balances

C.

Prepaid expenses

As at 31 Dec.
2018
EUR

As at 31 Dec.
2017
EUR

57,268.75

0.00

25,000.00
82,268.75

0.00
0.00

0.00
0.00
0.00

207.45
145,285.72
145,493.17

0.00

216,052.07

41,463,218.21
564,379.57
42,027,597.78

0.00
749,662.80
965,714.87

1,007,191.47
43,034,789.25

80,363.03
1,191,571.07

248,319.35

0.00

43,365,377.35

1,191,571.07
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Equity and liabilities

As at
31 Dec. 2018
EUR

A.

Equity

I.

Subscribed capital
22,000,000.00
- contingent capital: EUR 11,000,000.00 (prior year: EUR 0.00)

II.

Retained profits/accumulated losses brought forward

III. Net loss/net income for the year

B.

25,000.00

257,649.02

-1,578,234.74

-4,138,925.20
18,118,723.82

1,835,883.76
282,649.02

252,000.00

542,426.00

702,516.13

366,426.05

2,174,310.82

0.00

22,117,826.58

70.00

24,994,653.53

366,496.05

43,365,377.35

1,191,571.07

Provisions
Other provisions

C.

Liabilities

1.

Trade payables

2.

- of which due within 1 year:
EUR 702,516.13 (prior year: EUR 366,426.05)
Liabilities to affiliated companies

3.

As at
31 Dec. 2017
EUR

- of which due within 1 year:
EUR 2,174,310.82 (prior year: EUR 0.00)
Other liabilities
- of which due to shareholders:
EUR 22,102,260.82 (prior year: EUR 0.00)
- of which due within 1 year:
EUR 16,566.30 (prior year: EUR 70.00)
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Income statement
(For the period from 1 January to 31 December 2018)

2018
EUR

1. Sales
2. Other operating income
3. Cost of materials
a) Expenses for raw materials, consumables and supplies
b) Cost of purchased services
4. Personnel expenses
Wages and salaries
5. Depreciation and write-downs of tangible fixed assets
6. Other operating expenses
7. Other interest and similar income
- of which from affiliated companies
EUR 608.22 (prior year: EUR 0.00)
8. Expenses for loss absorption
9. Interest and similar expenses
10. Taxes on income
11. Loss/profit after tax = Net loss/
net income for the year

2017
EUR

112,394.96
146.61

182,352.94
2,711,234.69

146,142.86
13,054.84

162,303.87
275,000.00

182,301.24
5,206.25
1,683,146.09
0.00

0.00
0.00
435,683.47
9,108.89

2,174,310.82
102,450.67
-55,146.00

0.00
124,425.52
69,399.90

-4,138,925.20

1,835,883.76

Notes to the annual financial statements

I.

General disclosures

PREOS Real Estate AG was formed on 9 April 2018 by a reorganisation and change of legal form
of PREOS Real Estate GmbH, Leipzig (Local Court (Amtsgericht) of Leipzig HRB 34677), entered in the commercial register of the Local Court of Leipzig under HRB 34786. This was based
on the articles of association dated 9 March 2018 together with supplements dated 29 March and
25 April 2018. At 31 December 2017, the Company was trading as AMG Immobilien GmbH with
its registered office in Bayreuth. Consequently, the comparative disclosures for the prior year are
comparable only to a limited extent.
The Company is listed in the m:access segment of the Regulated Unofficial Market (Open Market) of the Munich Stock Exchange. Admission to listing was granted on 20 December 2018.
The annual financial statements of the Company were prepared in accordance with the provisions
of the German Commercial Code (Handelsgesetzbuch, "HGB") and the German Stock Corporation Act (Aktiengesetz, "AktG") applicable to corporations.
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PREOS Real Estate AG, Leipzig, meets the size criteria for classification as a small corporation,
as set out in section 267 (1) HGB. Certain size-related exemptions set out in sections 276, 288 (1)
HGB were exercised.
The income statement was prepared in accordance with the total cost (nature of expense) method
pursuant to section 275 (2) HGB.

II.

Accounting policies

The Company’s assets and liabilities were measured individually in accordance with the prudence
principle. The Company took identifiable risks and losses into account when preparing the annual
financial statements. The annual financial statements were prepared on the basis of the going
concern assumption. The accounting policies applied in the preceding annual financial statements
have been retained. The annual financial statements were prepared in euros. The Company did
not have any receivables or liabilities denominated in a foreign currency.
Income and expenses arising during the financial year were included in the annual financial statements irrespective of when the relevant payments were made.
Fixed assets
Fixed assets are measured at cost, including incidental transaction costs and, if they are finitelived, are subject to depreciation and amortisation. Depreciation and amortisation are recognised
on a straight-line basis over the standard useful life of the assets, which is three years for operating
and office equipment (used vehicles, PCs).
Long-term financial assets are carried at the lower of cost and fair value in accordance with section 253 (3) sentence 6 HGB.
Current assets
Receivables and other assets are measured at their nominal amount less necessary write-downs to
the lower fair value.
Cash is carried at nominal value.
Prepaid expenses
Prepaid expenses consist of outlays prior to the balance sheet date to cover expenses incurred for
a certain period after that date.
Provisions
Provisions are recognised at the settlement amount dictated by prudent business judgement after
taking into account all identifiable risks and uncertain liabilities. Provisions with a remaining term
of more than one year factor in future price and cost increases and are discounted to the balance
sheet date.
The discount rates used are the average market rates of interest over the past seven years for the
remaining terms of the provisions, as published by the Deutsche Bundesbank.
Liabilities
Liabilities are measured at the settlement amount.
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III.

Notes to the balance sheet

Fixed assets
An analysis of fixed assets and their development (statement of changes in fixed assets) has not
been provided on the grounds of immateriality in accordance with section 288 (1) no. 1 in conjunction with section 284 (3) HGB.
Long-term financial assets
Shares in affiliated companies amounted to EUR 25 thousand as at the balance sheet date (previous year: EUR 0 thousand). The shares represent a 100% interest in PREOS Immobilien GmbH,
Leipzig. In 2018, this subsidiary began establishing property management companies which acquire and manage commercial real estate. At the reporting date, there are 20 companies of which
8 companies have purchased properties and 2 companies have acquired 94% interests in existing
companies which hold property.
No impairment losses on long-term financial assets due to permanent impairment were recognised
in financial year 2018.

The disclosures on shares in affiliated companies in accordance with section 285 no. 11 HGB are
presented below:

Equity as at 31
Dec. 2018

Profit/loss before transfers

Profit/loss after
transfers

EUR

EUR

EUR

PREOS Immobilien GmbH 1)

25,000.00

-2,174,310.82

0.00

PREOS 1. Beteiligungsgesellschaft mbH 2)

25,000.00

-224,947.74

0.00

PREOS 2. Beteiligungsgesellschaft mbH 2)

25,000.00

-377,642.97

0.00

PREOS 3. Beteiligungsgesellschaft mbH 2)

25,000.00

-178,023.88

0.00

PREOS 4. Beteiligungsgesellschaft mbH 2)

25,000.00

-184,780.33

0.00

PREOS 5. Beteiligungsgesellschaft mbH 2)

25,000.00

-191,046.56

0.00

PREOS 6. Beteiligungsgesellschaft mbH 2)

25,000.00

-106,813.94

0.00

PREOS 7. Beteiligungsgesellschaft mbH 2)

25,000.00

-282,226.11

0.00

PREOS 8. Beteiligungsgesellschaft mbH 2)

25,000.00

-132,942.84

0.00

PREOS 9. Beteiligungsgesellschaft mbH 2)

25,000.00

-125,113.94

0.00

PREOS 10. Beteiligungsgesellschaft mbH 2)

25,000.00

-249,339.68

0.00

PREOS 11. Beteiligungsgesellschaft mbH 2)

25,000.00

-4,160.77

-4,160.77

PREOS 12. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,981.28

-3,981.28
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PREOS 13. Beteiligungsgesellschaft mbH 2)

25,000.00

-4,131.28

-4,131.28

PREOS 14. Beteiligungsgesellschaft mbH 2)

25,000.00

-4,131.28

-4,131.28

PREOS 15. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,981.28

-3,981.28

PREOS 16. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,979.28

-3,979.28

PREOS 17. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,981.28

-3,981.28

PREOS 18. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,981.28

-3,981.28

PREOS 19. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,981.28

-3,981.28

PREOS 20. Beteiligungsgesellschaft mbH 2)

25,000.00

-3,981.28

-3,981.28

Objekta Fütingsweg GmbH 3)

885,580.58

-270,389.67

-270,389.67

LVG Nieder-Olm GmbH 4)

313,933.94

129,114.79

129,114.79

1)

100% subsidiary with its registered office in Leipzig

2)

100% subsidiary of PREOS Immobilien GmbH with its registered office in Leipzig

3)

94% subsidiary of PREOS 3. Beteiligungsgesellschaft mbH with its registered office in Leipzig

4)

94% subsidiary of PREOS 6. Beteiligungsgesellschaft mbH with its registered office in Leipzig

Current assets
Receivables and other assets have a remaining contractual maturity of less than one year, as previously.
Receivables from affiliated companies relate mainly to costs disbursed and short-term treasury
management amounting in total to EUR 41,463 thousand (previous year: EUR 0 thousand).
Other assets include overpayments of taxes (EUR 306 thousand) and other receivables (EUR 258
thousand).
Cash-in-hand and bank balances
The amounts reported reflect current account balances held with a bank.
Prepaid expenses
Prepaid expenses comprise insurance premiums (EUR 232 thousand) and advisory services (EUR
16 thousand).
Equity
The Company's share capital amounted to EUR 22,000,000.00 (previous year: EUR 25,000.00),
divided into 22,000,000 no-par value registered shares.
The disclosures in accordance with section 152 (2) and (3) AktG relate to changes in the capital
reserves and revenue reserves. There were no capital reserves at the balance sheet date. The
retained profit as at 31 December 2018 amounted to EUR 257,649.02.
By virtue of the resolution by the Annual General Meeting on 25 April 2018, the share capital
was conditionally increased by up to EUR 11,000,000.00 (Contingent Capital 2018). The
contingent capital serves to grant conversion and subscription rights to the holders of convertible
bonds.
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By virtue of the resolution by the Annual General Meeting on 25 April 2018, the Executive Board
is authorised, subject to the consent of the Supervisory Board, to increase the share capital against
cash or in-kind contributions on one or more occasions until 24 April 2023 by up to EUR
11,000,000.00, whereby the shareholders’ pre-emptive subscription rights may be excluded (Authorised Capital 2018/II).
The contingent and authorised capital had not yet been used up to the balance sheet date.
Provisions for taxes
No provisions for taxes were required at the balance sheet date.
Other provisions
Other provisions relate to provisions for the cost of preparing the annual financial statements
(EUR 172 thousand) and financing costs (EUR 80 thousand).
Liabilities
The breakdown of liabilities is as follows:
Trade payables

EUR

703 thousand

Liabilities to affiliated companies

EUR 2,174 thousand

Other liabilities

EUR 22,118 thousand

All of the liabilities have a maturity of up to one year.
The liabilities to affiliated companies amounting to EUR 2,174,310.82 (prior year: EUR 0.00) are
due to PREOS Immobilien GmbH and relate to the liability for losses absorbed on the basis of
the profit and loss transfer agreement entered into.
The other liabilities comprise loans including accrued interest from shareholders (EUR
22,101,260.28) and liabilities for taxes (EUR 16,566.30, prior year: EUR 0.00). The loans from
shareholders have a remaining contractual term of more than one year, but were converted into
shares in connection with a capital increase in kind in February 2019 (see "Significant events after
the balance sheet date").

IV.

Notes to the income statement

The other operating expenses contain expenses for the IPO, the capital increase and the change
of legal form amounting to EUR 968.7 thousand.
The expenses for loss absorption relate to the loss incurred by PREOS Immobilien GmbH
(EUR 2,174.3 thousand) assumed as a result of the profit and loss transfer agreement entered into.
Taxes on income relate to a tax benefit of EUR 55 thousand for the 2017 assessment period resulting from a loss carried back for tax purposes.

V.

Other disclosures

Executive Board of the Company
During the year under review, the Executive Board of the Company comprised:
Thomas Olek

(from 9 March 2018 to 2 October 2018),
management board member of Publity AG, businessman
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Frederik Mehlitz

CEO, (from 2 October 2018), industrial engineer

Libor Vincent

CFO, (from 2 October 2018), lawyer

Executive Board remuneration
The total remuneration paid to the members of PREOS Real Estate AG’s Executive Board for the
2018 financial year amounted to EUR 180 thousand.
Supervisory Board of the Company
The Supervisory Board comprised the following members during the 2018 financial year:
Udo Roland Wahid Masrouki, management board member of FinanzNet Holding AG
(Chairman of the Supervisory Board), from 9 March 2018
Stephan Noetzel, attorney, company attorney of Publity AG
(Deputy Chairman of the Supervisory Board), from 9 March 2018
Christoph Blacha, attorney, general manager / managing director of publity
Performance GmbH (German investment management company (Kapitalverwaltungsgesellschaft, "KVG")) (Member of the Supervisory Board), from 9 March 2018
Supervisory Board remuneration
In 2018, a total of EUR 33 thousand was paid to members of the Supervisory Board.
Other financial obligations and contingent liabilities
The total amount of other financial obligations in accordance with section 285 no. 3 and no. 3a
HGB is EUR 1,440 thousand and relates to a rental agreement over the contractual remaining
term. There are also other financial obligations resulting from an asset management agreement
with Publity AG. This agreement has been entered into for a period of 10 years and contains fixed
remuneration components based on the real estate assets under management, as well as variable
remuneration in connection with purchases and sales.
A profit and loss transfer agreement is in place with Preos Immobilien GmbH, which has in turn
entered into a profit and loss transfer agreement with ten property management companies (see
"Notes to the balance sheet - long-term financial assets").
Employees/Executive Board
The Company's only employees during the financial year were the two members of the Executive
Board (from September 2018).
Consolidated financial statements
PREOS Real Estate AG is preparing consolidated financial statements (IFRS) voluntarily and is
not included in any other consolidated financial statements.
Significant events after the balance sheet date
On the basis of the authorisation granted through amendment of the articles of association on 25
April 2018, an increase in the share capital by EUR 2,213,688.00 to EUR 24,213,688.00 was
implemented on 7 February 2019. The increase took the form of the contribution in the kind of
shareholder loans previously granted in the amount of EUR 22,000,000.00 together with interest
amounting to EUR 136,880.00 on the basis of a valuation of EUR 10.00 per share. The value of
the contributions in kind in excess of the issue price of the new shares is being transferred to the
capital reserve within the meaning of section 272 (4) no. 4 HGB.
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There were no further significant events after the balance sheet date.
Proposed appropriation of profit for 2018
Since a net loss was recorded for the 2018 financial year resulting in net accumulated losses, a
proposal for the appropriation of profit is not required.
The net accumulated losses in accordance with section 158 (1) AktG break down as follows:
EUR
Net retained profits (prior year: net accumu-

EUR prior year:

257,649.02

- 1,578,234.74

- 4,138,925.20

1,835,883.76

- 3,881,276.18

257,649.02

==========

=========

lated losses) brought forward from the previous year
Net loss for the year (prior year: net income
for the year)
Net accumulated losses (prior year: net retained profits)
Leipzig, 12 June 2019

__________________________

__________________________

PREOS Real Estate AG

PREOS Real Estate AG

Frederik Mehlitz

Libor Vincent

Executive Board

Executive Board
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Independent auditor's report

To PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth)
Audit Opinions
We have audited the annual financial statements of PREOS Real Estate AG which comprise the
balance sheet as at 31 December 2018 and the income statement for the financial year from 1
January 2018 to 31 December 2018, as well as the notes to the financial statements, including the
recognition and measurement policies presented therein. We have also audited the management
report, which has been combined with the Group management report (referred to in the following
as "combined management report"), of PREOS Real Estate AG, Leipzig, for the financial year
from 1 January to 31 December 2018. In accordance with the German statutory requirements, we
have not audited the contents of the concluding declaration on the dependent company report
contained in Section VI of the combined management report in view of the Company's size classes.
In our opinion, on the basis of the knowledge obtained in the audit,
- the accompanying annual financial statements comply, in all material respects, with the requirements of German commercial law and give a true and fair view of the assets, liabilities and financial position of the Company as at 31 December 2018 and of its financial performance for the
financial year from 1 January to 31 December 2018 in compliance with German Legally Required
Accounting Principles, and the accompanying combined management report as a whole provides
an appropriate view of the Company’s position. In all material respects, this combined management report is consistent with the annual financial statements, complies with German legal requirements and appropriately presents the opportunities and risks of future development. Our audit opinion on the combined management report does not cover the concluding declaration on the
dependent company report.
Pursuant to section 322 (3) sentence 1 HGB, we declare that our audit has not led to any reservations relating to the legal compliance of the consolidated financial statements and of the combined
management report.
Basis for the Audit Opinions
We conducted our audit of the annual financial statements and of the combined management report in accordance with section 317 HGB and in compliance with German Generally Accepted
Standards for Financial Statement Audits promulgated by the Institut der Wirtschaftsprüfer [Institute of Public Auditors in Germany] (IDW). Our responsibilities under those requirements and
principles are further described in the “Auditor’s Responsibilities for the Audit of the Annual
Financial Statements and of the Combined Management Report” section of our auditor’s report.
We are independent of the Company in accordance with the requirements of German commercial
and professional law, and we have fulfilled our other German professional responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions on the annual financial statements
and on the combined management report.
Other Information
The executive directors are responsible for the other information. The other information comprises the concluding declaration on the dependent company report. Our audit opinions on the

237

annual financial statements and on the combined management report do not cover the other information. Consequently we do not express an audit opinion or any other form of assurance conclusion thereon.
In connection with our audit, our responsibility is to read the other information and, in so doing,
to consider whether the other information
-

is materially inconsistent with the annual financial statements, the combined management
report or our knowledge obtained in the audit, or

-

otherwise appears to be materially misstated.

Responsibilities of the Executive Directors and the Supervisory Board for the Annual Financial
Statements and the Combined Management Report
The executive directors are responsible for the preparation of the annual financial statements that
comply, in all material respects, with the requirements of German commercial law, and that the
annual financial statements give a true and fair view of the assets, liabilities, financial position
and financial performance of the Company in compliance with German Legally Required Accounting Principles.
In addition, the executive directors are responsible for such internal control as they, in accordance
with German Legally Required Accounting Principles, have determined necessary to enable the
preparation of annual financial statements that are free from material misstatement, whether due
to fraud or error.
In preparing the annual financial statements, the executive directors are responsible for assessing
the Company’s ability to continue as a going concern. They also have the responsibility for disclosing, as applicable, matters related to going concern. In addition, they are responsible for financial reporting based on the going concern basis of accounting, provided no actual or legal
circumstances conflict therewith.
Furthermore, the executive directors are responsible for the preparation of the combined management report that as a whole provides an appropriate view of the Company’s position and is, in all
material respects, consistent with the annual financial statements, complies with German legal
requirements, and appropriately presents the opportunities and risks of future development. In
addition, the executive directors are responsible for such arrangements and measures (systems)
as they have considered necessary to enable the preparation of a combined management report
that is in accordance with the applicable German legal requirements, and to be able to provide
sufficient appropriate evidence for the assertions in the combined management report.
The supervisory board is responsible for overseeing the Company’s financial reporting process
for the preparation of the annual financial statements and of the combined management report.
Auditor’s Responsibilities for the Audit of the Annual Financial Statements and of the Combined
Management Report
Our objectives are to obtain reasonable assurance about whether the annual financial statements
as a whole are free from material misstatement, whether due to fraud or error, and whether the
combined management report as a whole provides an appropriate view of the Company’s position
and, in all material respects, is consistent with the annual financial statements and the knowledge
obtained in the audit, complies with the German legal requirements and appropriately presents
the opportunities and risks of future development, as well as to issue an auditor’s report that includes our audit opinions on the annual financial statements and on the combined management
report.
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Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with section 317 HGB and in compliance with German Generally Accepted Standards for Financial Statement Audits promulgated by the Institut der Wirtschaftsprüfer (IDW) will
always detect a material misstatement. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these annual financial statements and
this combined management report.
We exercise professional judgment and maintain professional scepticism throughout the audit.
We also:
-

Identify and assess the risks of material misstatement of the annual financial statements
and of the combined management report, whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our audit opinions. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal controls.

-

Obtain an understanding of internal control relevant to the audit of the annual financial
statements and of arrangements and measures (systems) relevant to the audit of the combined management report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an audit opinion on the effectiveness
of these systems of the Company.

-

Evaluate the appropriateness of accounting policies used by the executive directors and
the reasonableness of estimates made by the executive directors and related disclosures.

-

Conclude on the appropriateness of the executive directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in the auditor’s report to the related disclosures in the
annual financial statements and in the combined management report or, if such disclosures are inadequate, to modify our respective audit opinions. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to be able to continue as a going
concern.

-

Evaluate the overall presentation, structure and content of the annual financial statements,
including the disclosures, and whether the annual financial statements present the underlying transactions and events in a manner that the annual financial statements give a true
and fair view of the assets, liabilities, financial position and financial performance of the
Company in compliance with German Legally Required Accounting Principles.

-

Evaluate the consistency of the combined management report with the annual financial
statements, its conformity with German law, and the view of the Company’s position it
provides.

-

Perform audit procedures on the prospective information presented by the executive directors in the combined management report. On the basis of sufficient appropriate audit
evidence we evaluate, in particular, the significant assumptions used by the executive
directors as a basis for the prospective information, and evaluate the proper derivation of
the prospective information from these assumptions. We do not express a separate audit
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opinion on the prospective information and on the assumptions used as a basis. There is
a substantial unavoidable risk that future events will differ materially from the prospective information.
We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Hamburg, 12 June 2019

Ebner Stolz GmbH & Co. KG
Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft

Dirk Heide
Wirtschaftsprüfer
(German Public Auditor)
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3.

Annual financial statements for the financial year from 1 January 2018 to 31 December 2018
of PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth)
(IFRS) (audited)

PREOS Real Estate AG
Statement of financial position as at 31 December 2018

31 Dec.
2018

31 Dec.
2017

1 Jan.
2017

57,269
6,808,602
0
6,865,871

0
0
0
0

0
0
8,000
8,000

Total assets

0
0
41,463,218
55,146
757,553
0
1,007,191
43,283,109
50,148,979

145,493
213,892
0
0
749,663
0
80,363
1,189,411
1,189,411

214,368
325,444
0
33,103
5,102,375
183,671
498,189
6,357,150
6,365,150

Equity
Subscribed capital
Capital reserves
Retained earnings
Net retained profits
Total equity

22,000,000
2,500,913
-2,245,424
2,646,837
24,902,326

25,000
2,500,913
-1,581,522
-663,902
280,488

25,000
0
-1,581,522
0
-1,556,522

22,101,260
22,101,260

0
0

0
0

0
702,516

0
366,426

54,289
1,796,559

Liabilities to affiliated companies

2,174,311

0

0

Other financial liabilities (current)

268,566
3,145,393
50,148,979

542,496
908,922
1,189,411

6,070,825
7,921,672
6,365,150

In EUR

Non-current assets
Property, plant and equipment
Shares in affiliated companies
Prepayments

Current assets
Inventories
Trade and other receivables
Receivables from affiliated companies
Corporation tax receivable
Other non-current financial assets
Other assets
Cash and cash equivalents

Non-current liabilities
Other financial liabilities
Current liabilities
Income tax liabilities
Trade payables

Total equity and liabilities
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Income statement
for the period from 1 January to 31 December 2018
In EUR

Revenue

1 Jan.-31 Dec.
2018

1 Jan.-31 Dec.
2017

112,395

182,353

Cost of sales

-159,198

-437,304

Gross profit

-46,803

-254,951

6,783,602

0

2,307

211,449

-182,301

0

Other operating expenses

-1,688,352

-435,683

Earnings before interest and taxes (EBIT)

4,868,453

-479,186

0

9,109

-102,451

-124,426

Expenses for loss absorption

-2,174,311

0

Earnings before taxes

2,591,691

-594,502

55,146

-69,400

2,646,837

-663,902

0.14
0.14

n.a.
n.a.

Remeasurement of financial assets (from operating investments)
Other operating income
Personnel expenses

Financial income
Financial expenses

Taxes on income
Net profit for the period

Earnings per share (in EUR)
Basic earnings per share
Diluted earnings per share

PREOS Real Estate AG
Statement of comprehensive income
for the period from 1 January to 31 December 2018
In EUR

Net profit for the period

1 Jan.-31 Dec.
2018

1 Jan.-31 Dec.
2017

2,646,837

-663,902

Other comprehensive income after tax

0

0

Total comprehensive income after tax

2,646,837

-663,902
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PREOS Real Estate AG
Cash flow statement
for the period from 1 January to 31 December 2018

In EUR

Net profit or loss for the period before
taxes............................................................................................
Depreciation...................................................................................
Other income from measurement of equity interests..................................................................
Changes in assets and liabilities
(Increase) / decrease in trade receivables.................
(Increase) / decrease in other assets..............................................
(Decrease) / increase in inventories............................................................................
(Decrease) / increase in trade payables..........
(Decrease) / increase in other liabilities.........................................................
Other non-cash income/expenses....................................................
Net cash flow from operating activities .......................................................
Payments for purchase of shares in subsidiaries....................................
Payments for loans extended to subsidiaries................................
Investments in tangible and intangible fixed assets......................................
Net cash flow from investing activities...........................................................
Payments for loans extended..........................................................................
Raising of a shareholder loan..................................................................................
Proceeds from settlement...............................................................................................
Proceeds from capital increase....................................................................................
Net cash flow from financing activities......................................................
Change in group of consolidated companies..........................................................................
Changes in cash and cash equivalents.........................................................................................
Cash and cash equivalents at beginning of period................................................................................
Cash and cash equivalents at end of period................................................................................

1 Jan.-31
Dec.
2018

1 Jan.-31
Dec.
2017

2,591,691
5,206
(6,783,602)

(594,502)
0
0

213,892
(7,890)
145,493
336,090
2,001,641
0
(1,497,478)
(25,000)
(41,463,218)
(62,475)
(41,550,693)
0
22,000,000
0
21,975,000
43,975,000
0
926,828

111,553
158,568
68,875
(1,430,133)
8,911
831,469
(845,259)
0
0
0
0
(92,500)
0
519,933
0
427,433
0
(417,826)

80,363

498,189

1,007,191

80,363

Additional information on payment transactions
included in net cash flow from operating activities
Interest received.................................................................................................................
Interest paid..................................................................................................................
Income taxes paid.......................................................................................................

0

0

903

10

0

0
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PREOS Real Estate AG
Statement of changes in equity
for the period from 1 January to 31 December 2018
in EUR
Subscribed
capital

As at 1 January
2018
Net profit or loss for
the period / total
comprehensive income
Capital increase
Other changes
As at 31 December
2018

Capital reserves

Other changes
As at 31 December
2017

Net retained
profits

Total equity

25,000

2,500,913

-2,245,424

0

280,488

0

0

0

2,646,837

2,646,837

21,975,000

0

0

0

21,975,000

0

0

0

0

0

22,000,000

2,500,913

-2,245,424

2,646,837

24,902,326

Retained earnings

Net retained
profits

Total equity

Subscribed
capital

As at 1 January
2017
Net profit or loss for
the period / total
comprehensive income
Shareholder contribution

Retained earnings

Capital reserves

25,000

0

-1,581,522

0

-1,556,522

0

0

0

-663,902

-663,902

0

2,500,913

0

0

2,500,913

0

0

0

0

0

25,000

2,500,913

-1,581,522

-663,902

280,488
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Notes to the separate financial statements (IFRS)
for the period from 1 January to 31 December 2018

A. General Information
PREOS Real Estate AG (hereinafter: "PREOS AG") has its registered office at Landsteiner Straße
6 in Leipzig, Germany. The Company is registered in the commercial register of the Local Court
(Amtsgericht) of Leipzig under number HRB 34786. Its financial year is the calendar year.
PREOS AG resulted from a change of legal form of PREOS Real Estate GmbH in April 2018.
Before the acquisition of the Company's shares by Olek Holding GmbH and its change of name
in February/March 2018 in the course of the change of shareholders, the Company traded as AMG
Immobilien Berlin GmbH and had its registered office in Bayreuth (formerly Schönefeld, prior to
that Berlin).
The Company is listed in the m:access segment of the Regulated Unofficial Market (Open Market) of the Munich Stock Exchange. Admission to listing was granted on 20 December 2018.
These separate financial statements of PREOS AG have been prepared in accordance with International Financial Reporting Standards (IFRS), as adopted by the European Union (EU). In the
interest of disclosure, financial statements have been prepared in accordance with German commercial law and therefore the IFRS separate financial statements do not contain any disclosures
in accordance with HGB.
The presentation currency of the separate financial statements of PREOS AG is the euro (EUR).
Unless otherwise indicated, all amounts are presented in EUR.
The annual financial statements (IFRS) were approved by the Executive Board in October 2019.
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B. Basis for financial reporting
(1) Basis of preparation
As at 31 December 2017 the Company was trading under the name AMG Immobilien Berlin
GmbH with its registered office in Bayreuth. On 12 February 2018 it was renamed PREOS Real
Estate GmbH and its registered office was moved to Leipzig. Upon entry in the commercial register on 9 March 2018, the share capital of PREOS Real Estate GmbH was increased by EUR
21,975,000 from EUR 25,000 to EUR 22,000,000. This was effected by the issue of 21,975,000
new shares with a value of EUR 1 each. On 9 April 2018 PREOS Real Estate GmbH changed its
legal form and became PREOS Real Estate AG.
These separate financial statements for PREOS AG do not contain any segment reporting, as the
reports made to the Company's Executive Board, which represent the most senior management
body within the meaning of IFRS (management approach), is not subdivided into geographical
regions or business segments. Since after its change in corporate form the Company has operated
as a holding company which does not conduct any operating business, the reports to the Executive
Board of the Company are presented uniformly for the entire Company.
The net profit of EUR 1,835,883 generated in accordance with German commercial law in 2017
deviated from the EUR -663,902 net income generated in accordance with IFRS in 2017 by EUR
2,499,785. In 2017, liabilities of PREOS AG were offset against potential reimbursement claims
of PREOS AG by the former shareholder. The offsetting of payment obligations against contingent assets was recognised as other operating income in accordance with German commercial
law. By contrast, under IFRS this must be accounted for as a contribution of capital.
At 1 January 2017, HGB equity amounted to EUR -1,553,234, and deviated from the figure reported for equity in accordance with IFRS by EUR 3 thousand. At 31 December 2017, HGB
equity amounted to EUR 282,649, and deviated from the figure reported for equity in accordance
with IFRS by EUR 2 thousand. The small difference in both years was attributable to the measurement of receivables.
The net profit of EUR -4,138,925 generated in accordance with German commercial law in 2018
deviated from the EUR 6,785,762 net income generated in accordance with IFRS in 2018 by EUR
2,646,837. EUR 6,783,602 of the difference was attributable to the shares in subsidiaries measured at fair value, which under HGB accounting are to be recognised at no more than amortised
cost. The residual difference of EUR 2,160 resulted from the measurement of receivables.

(2) Accounting standards that are not yet mandatory
The accounting standards applicable for future periods presented below may affect the financial
condition and results of operations of PREOS AG:

Standard or inter-

Title of standard or interpretation

mandatory

pretation
IFRS 16

Leases

IFRIC 23

Uncertainty over Income Tax Treatments

for financial years beginning on or
after 1 January 2019
for financial years beginning on or
after 1 January 2019
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Amendments to IAS
1 and IAS 8

Presentation of Financial Statements and Accounting Policies, Changes in Accounting Estimates and Errors

for financial years beginning on or
after 1 January 2020

a) IFRS 16 – Leases
IFRS 16 establishes principles for the recognition, measurement, presentation and disclosure of
leases. For all leases, the lessee recognises a right-of-use asset as well as a lease liability. The
standard offers recognition exemptions for short-term leases and leased assets which have a low
value; the lease payment is expensed over the term of the lease.
Disclosures in the notes will be expanded and are intended to enable users to assess the amounts,
timing and uncertainties relating to lease agreements. By contrast, the provisions of the new standard applicable to lessors are similar to the existing requirements of IAS 17. Leases will continue
to be classified as either operating leases or as finance leases.
IFRS 16 is not expected to have any material impact on the annual financial statements. The
obligations assumed to date as a lessee in the context of operating leases with a term of more than
one year are immaterial with an amount of around EUR 1,440 thousand and result in an increase
of around 2.9% in the balance sheet total (based on 31 December 2018). Overall, the main effect
of the new standard will be more detailed disclosures in the notes. The date of initial application
is 1 January 2019.
b) IFRIC 23 – Uncertainty over Income Tax Treatments
IFRIC 23 clarifies the accounting for uncertainties in relation to income taxes. According to this
interpretation, an entity is to assume when accounting for uncertainties in relation to income taxes
that a taxation authority will examine the amounts reported to it with full knowledge of all relevant
information. The interpretation will become mandatory on 1 January 2019. PREOS AG does not
expect this amendment to have any material impact.
c) Amendments to IAS 1 and IAS 8 – Definition of “Material”
The amendments to IAS 1 and IAS 8 clarify the definition of “material” and align the definitions
used in the Conceptual Framework and the standards themselves. Materiality is now defined as
follows: Information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial statements make
on the basis of those financial statements, which provide financial information about a specific
reporting entity. The amendments will become mandatory on 1 January 2020. PREOS AG does
not expect these amendments to have any material impact.
Further accounting standards will also be applicable in future, but their initial application is not
currently expected to have a significant effect on the financial condition and results of operations
of PREOS AG.
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C. Significant accounting policies
Fair value measurement
The fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. A fair value measurement assumes that the transaction to sell the asset or transfer the liability takes place either:
-

in the principal market for the asset or liability; or

-

in the absence of a principal market, in the most advantageous market for the asset or liability.

The Company must have access to the principal (or most advantageous) market. An entity shall
measure the fair value of an asset or liability using the assumptions that market participants would
make when pricing the asset or liability, assuming that market participants act in their economic
best interest.
The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
All assets and liabilities whose fair value is to be determined or presented in the financial statements are classified according to the fair value hierarchy described below, based on the lowest
level input that is significant to the entire measurement of fair value.
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are observable on the market, either directly or indirectly.
Level 3: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are not observable on the market.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Executive Board determines whether any transfers between levels of the fair value hierarchy have
occurred by reviewing their classification at the end of the reporting period (based on the inputs
at the lowest level that is significant to the entire measurement of fair value).

Classification as current or non-current
The Company classifies its assets and liabilities into current and non-current assets or liabilities
in the statement of financial position. An asset is classified as current if:
•

it is expected to be realised within a normal operating cycle or is held for sale or consumption within that period, or

•

it is expected to be realised within twelve months after the reporting period, or

•

it is cash or a cash equivalent unless the asset is restricted from being exchanged or used
to settle a liability for at least twelve months after the reporting period.

All other assets are classified as non-current.
A liability is classified as current if:
•

the liability is expected to be settled within a normal operating cycle.

•

the liability is expected to be settled within twelve months after the reporting date or
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•

the entity does not have an unrestricted right to defer the liability for at least twelve
months after the reporting date (e.g., in the event of a breach of loan terms and conditions).

All other liabilities are classified as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
Financial assets
Due to the role they play in financing the Company, financial assets are of material significance
to the (IFRS) separate financial statements. Financial assets consist mainly of shares in affiliated,
non-listed real estate companies (equity interest: 94.9% ~ 100%) and receivables from the shortterm provision of funds to subsidiaries (treasury management). No derivatives or complex financial instruments are used.
At initial recognition, financial assets are classified as measured at amortised cost, at fair value
through other comprehensive income or at fair value through profit or loss. The classification of
financial assets at initial recognition depends on the contractual cash flow characteristics of the
financial asset and the Company's business model for managing the financial assets.
Shares in affiliated companies are initially recognised at fair value plus transaction costs in accordance with the provisions of IAS 27 in conjunction with IFRS 9. The fair value of shares in
affiliated companies at initial recognition is regularly the transaction price, i.e., the fair value of
the transferred consideration. In subsequent periods, the shares in affiliated companies continue
to be measured at fair value. In keeping with the option provided in IFRS 9.4.1.4, subsequent
changes in fair value are presented in the income statement. Fair value is measured in subsequent
periods in accordance with the provisions of IFRS 13. Given that the shares in PREOS AG's
affiliated companies are not traded on an active market, they are measured using inputs which do
not derive from observable market data (level 3). Since the affiliated companies are real estate
companies, the shares in subsidiaries are subsequently measured based on net asset value (NAV)
for purposes of simplification.
PREOS AG does not recognise any financial assets which are measured at fair value through
other comprehensive income.
The financial assets are derecognised when the contractual rights to the cash flows from the financial assets expire or the rights to receive the cash flows are transferred in a transaction in which
substantially all of the risks and rewards associated with ownership of the financial asset are also
transferred.
PREOS AG recognises financial assets which are measured at amortised cost in accordance with
IFRS 9.4.1.2. These are essentially receivables from affiliated companies.

Impairment of financial assets
PREOS AG makes use of the simplified impairment model in accordance with IFRS 9.5.5.15 and
always measures the loss allowance required at an amount equal to lifetime expected credit losses.
In light of the performance of the properties held by the subsidiaries and the ability to actively
steer this performance, there is no material risk in relation to the recognition of specific valuation
allowances on group receivables.
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Financial liabilities
Loan liabilities and other liabilities are initially recognised at fair value less transaction costs.
After initial recognition the liabilities are measured at amortised cost using the effective interest
method.
Financial liabilities are derecognised when they are extinguished i.e. when the obligations specified in the contract have been discharged or cancelled or have expired.
Recognition of revenue and expenses
Revenue is recorded when it is probable that the economic benefits will flow to the Company and
the amount of the income can be reliably determined.
Interest income and expenses are recognised on a time proportion basis taking account of the
outstanding receivable or liability and the effective interest rate over the remaining term.
Expenses are recognised as soon as they are incurred.

Cash flow statement
The cash flow statement presents the movements in the Company's cash flows in the reporting
period. In the separate financial statements, cash flow from operating activities is calculated using
the indirect method, with earnings before taxes being adjusted to remove non-cash items and to
incorporate cash items. The cash flow statement presents cash flow from operating activities, from
investing activities and from financing activities.
Significant judgements, estimates and assumptions
When preparing the separate financial statements, the Executive Board makes estimations and
assumptions about expected future developments on the basis of the state of affairs at the balance
sheet date. The resulting estimates may differ from actual subsequent circumstances. In this event,
corresponding adjustments are made prospectively to the assumptions and the carrying amounts
of the assets or liabilities concerned where necessary.
Estimates and assumptions are subject to continual review and are based on experience and other
factors, including expectations as to future events, which appear reasonable in light of the relevant
circumstances.
The Executive Board has made the following estimates when applying the accounting policies,
which have a material impact on the amounts reported in the separate financial statements:
-

Estimates impact on the valuation of financial assets. This relates in particular to the
measurement of shares in affiliated companies based on an NAV valuation technique.
The fair values of the properties held by the subsidiaries, as determined by expert appraisal, have a material impact on this. Moreover, the default risks relating to financial
assets must be assessed and the respective expected credit losses must be estimated.

-

Deferred taxes: The Executive Board decides the extent to which future loss carryforwards can be utilised based on current projections. This is therefore decided based on
expected future taxable profits.

-

PREOS AG has formed a consolidated tax group for income tax purposes with several
subsidiaries. Deferred taxes must generally be recognised at the level of the consolidated
tax group parent, including for temporary differences resulting from consolidated tax
group subsidiaries. Since not only the shares in property management companies must be
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measured at fair value at the level of the consolidated tax group parent, but also the properties held by the property management companies, in order to avoid double-counting of
temporary differences only those temporary differences with respect to the recognised
shares are taken into account. Temporary differences relating to consolidated tax group
subsidiaries are not taken into account. This assumes the disposal of properties in the
context of a share deal or the use of the "extended reduction" for property companies in
the context of trade tax.
-

Provisions are subject to a variety of assumptions in relation to the probabilities of occurrence and the amounts to be utilised. All information known at the time the financial
statements are prepared is taken into account when decisions are made.

The Executive Board has exercised the following judgments when applying the accounting policies, which have a material impact on the amounts reported in the Company's separate financial
statements:
-

When financial instruments are initially recognised, it must be decided which measurement category applies to them.

-

PREOS AG makes use of treasury management to finance the subsidiaries. By contrast,
long-term financing would significantly change the face of the statement of financial position, as in such a case the receivables from affiliated companies would be reported as
non-current assets.

D. Notes to the balance sheet
(1) Property, plant and equipment
Property, plant and equipment are recognised at cost less cumulative depreciation and writedowns. Cost includes the expenditures directly attributable to acquisition. Subsequent costs are
only recognised if it is probable that future economic benefits will accrue to the Company. Repairs
and maintenance are expensed in the statement of comprehensive income in the financial year in
which they are incurred.
Depreciation is recognised on a straight-line basis over the estimated useful lives of the assets,
which is usually between three and fifteen years. The depreciation methods used and economic
lives are reviewed at each reporting date and, if necessary, adjusted.
The carrying amounts are tested for impairment if there are indications that the carrying amounts
exceed the recoverable amounts of the assets.
Gains and losses on the disposal of assets are calculated as the difference between the net disposal
proceeds and the carrying amount, and recognised through profit or loss.
At 31 December 2018, property, plant and equipment included motor vehicles worth EUR 55,000
and other operating and office equipment (EUR 2,289).
(2) Shares in affiliated companies
At the reporting date, the PREOS AG held a wholly owned equity investment in PREOS Immobilien GmbH, with its registered office in Leipzig. In financial year 2018, these subsidiaries began
establishing and acquiring property management companies which in turn acquire and manage
commercial real estate. At the reporting date, the Group comprised 24 companies, of which in
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turn eight companies had acquired properties and two had acquired 94% interests in existing companies which hold property.
The table below provides information on shareholdings, equity and the HGB net profit or loss for
the year for the affiliated companies as at the reporting date:

No.

Company

Shareholding
in %

Held by
no.

Equity as at 31 Dec. Profit/loss be- Profit/loss after
2018 fore transfers
transfers

1.

PREOS Real Estate AG

2.

PREOS Immobilien GmbH

100%

1

25,000

-2,174,311

0

3.

PREOS 1. Beteiligungsges. mbH

100%

2

25,000

-224,948

0

4.

PREOS 2. Beteiligungsges. mbH

100%

2

25,000

-377,643

0

5.

PREOS 3. Beteiligungsges. mbH

100%

2

25,000

-178,024

0

6.

Objekta Fütingsweg GmbH

94%

5

885,581

-270,390

-270,390

7.

PREOS 4. Beteiligungsges. mbH

100%

2

25,000

-184,780

0

8.

PREOS 5. Beteiligungsges. mbH

100%

2

25,000

-191,047

0

9.

PREOS 6. Beteiligungsges. mbH

100%

2

25,000

-106,814

0

10.

LVG Nieder-Olm GmbH

94%

9

313,934

129,115

129,115

11.

PREOS 7. Beteiligungsges. mbH

100%

2

25,000

-282,226

0

12.

PREOS 8. Beteiligungsges. mbH

100%

2

25,000

-132,943

0

13.

PREOS 9. Beteiligungsges. mbH

100%

2

25,000

-125,114

0

14.

PREOS 10. Beteiligungsges. mbH

100%

2

25,000

-249,340

0

15.

PREOS 11. Beteiligungsges. mbH

100%

2

25,000

-4,161

-4,161

16.

PREOS 12. Beteiligungsges. mbH

100%

2

25,000

-3,981

-3,981

17.

PREOS 13. Beteiligungsges. mbH

100%

2

25,000

-4,131

-4,131

18.

PREOS 14. Beteiligungsges. mbH

100%

2

25,000

-4,131

-4,131

19.

PREOS 15. Beteiligungsges. mbH

100%

2

25,000

-3,981

-3,981

20.

PREOS 16. Beteiligungsges. mbH

100%

2

25,000

-3,979

-3,979

21.

PREOS 17. Beteiligungsges. mbH

100%

2

25,000

-3,981

-3,981

22.

PREOS 18. Beteiligungsges. mbH

100%

2

25,000

-3,981

-3,981

23.

PREOS 19. Beteiligungsges. mbH

100%

2

25,000

-3,981

-3,981

24.

PREOS 20. Beteiligungsges. mbH

100%

2

25,000

-3,981

-3,981
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(3) Receivables from affiliated companies
Current receivables from affiliated companies amounted to EUR 41,463 thousand as at the reporting date. They consisted primarily of prepaid expenses and treasury management.
(4) Other current financial assets

Current other financial assets broke down as follows as at the reporting date:
(EUR)

31 Dec. 2018

31 Dec. 2017

Receivables due from former shareholders

251,243

610,163

VAT receivable

250,898

0

Prepaid expenses

248,319

0

0

139,500

7,092

0

757,553

749,663

Extended loans
Other assets
Total

Receivables from former shareholders included claims arising in connection with the offsetting,
in 2017, of liabilities against contingent assets. To date, no write-downs have been recognised
because a repayment is expected over the short term following a reconciliation of balances.
Prepaid expenses consist primarily of prepaid insurance premiums for subsequent years.

(5) Cash and cash equivalents
Cash and cash equivalents comprise the current account balances on the business accounts of the
company, which were recognised at their nominal amounts. Changes in cash and cash equivalents
are shown in the statement of cash flows.

(6) Equity
By resolution of the shareholders' meeting on 16 February 2018, the subscribed capital of PREOS
Real Estate AG (at that time still a limited liability company (Gesellschaft mit beschränkter Haftung, "GmbH")) was increased by EUR 21,975,000 from EUR 25,000 to EUR 22,000,000 by the
issue of 21,975,000 new shares with a par value of EUR 1 each. The capital increase was recorded
in the commercial register on 9 March 2018. For reasons of materiality, the costs of the capital
increase were not offset against the capital but instead directly expensed.
Upon the change of legal form to a stock corporation (Aktiengesellschaft, "AG"), the share capital
was divided into 22,000,000 no-par value bearer shares which were converted into registered
shares in April of that year.
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By resolution of the Annual General Meeting on 25 April 2018, the Executive Board was authorised, subject to the Supervisory Board's consent, to increase the share capital by the issue of up to
a total of 11,000,000 new registered ordinary shares with no nominal amount (no-par value
shares) but by up to a maximum of EUR 11,000,000 against cash contributions and/or contributions in kind on one or more occasions until 24 April 2023, whereby the shareholders' subscription
rights may be excluded (Authorised Capital 2018/II).
Also by resolution of the Annual General Meeting on 25 April 2018, the share capital was conditionally increased by EUR 11,000,000 divided into 11,000,000 no-par value registered shares
(Contingent Capital 2018). The conditional capital increase serves the purpose of granting registered no-par value shares to the owners or bondholders of convertible bonds and/or warrant-linked
bonds, profit participation rights and/or participating bonds.
Changes to equity during the reporting period are presented in the statement of changes in equity.

(7) Tax assets and liabilities
Current tax assets and tax liabilities are recognised in the amount of the expected refund from or
payment to the taxation authority. The amount is calculated on the basis of the tax rates and tax
laws in force at the balance sheet date.
Deferred taxes are normally recognised in accordance with IAS 12 for all temporary differences
between the tax bases of the assets and liabilities and their carrying amounts in the IFRS financial
statements, as well as for tax loss carryforwards.
Deferred tax assets for tax loss carryforwards are measured at the amount at which it is probable
that the associated tax benefits will be realised on the basis of future taxable profits. The loss
carryforwards relate entirely to Germany and therefore in principle have no expiry date. The maturity structures of the unrecognised loss carryforwards have not been provided for this reason.
The tax rates underlying the calculation of deferred taxes were determined on the basis of the
statutory provisions currently in force. A tax rate of 15.825% was used for the Company (corporation tax and the solidarity surcharge).
Deferred tax assets and liabilities were calculated in accordance with section 8b of the German
Corporation Tax Act (Körperschaftsteuergesetz, "KStG") with respect to taxable temporary differences relating to shares in subsidiaries since the disposal of the asset is largely tax exempt.
Deferred tax assets and liabilities are offset at the level of the taxable entity if the Company has a
legally enforceable right to offset current tax assets against current tax liabilities, and they relate
to income taxes of the same taxable entity levied by the same tax authority.
As at 31 December 2018, the deferred tax assets and liabilities arose from temporary differences
in the following items in the statement of financial position:
(EUR)

31 Dec. 2018

31 Dec. 2017

Tax loss carryforwards

53,675

0

Deferred tax assets before netting

53,675

0

-53,675

0

0

0

53,675

0

Netting
Deferred tax assets after netting
Shares in affiliated companies
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Deferred tax liabilities before netting
Netting

53,675

0

-53,675

0

0

0

Deferred tax liabilities after netting

Changes to deferred taxes during the reporting period are presented in the table below:

Shares in affiliated companies
Loss carryforwards

0
0

Income statement
-53,675
53,675

Total

0

0

in EUR

31 Dec. 2017

31 Dec. 2018
-53,675
53,675
0

The reported tax expense differs from the theoretical figure produced by applying the Company's
average income tax rate to earnings before taxes:

(EUR)
Earnings before taxes

1 Jan. - 31 Dec.
2018

1 Jan. - 31 Dec.
2017

2,591,691

-594,502

Company's tax rate

15.83%

15.83%

Expected tax expense at 15.825 %

410,135

0

Reconciliation due to tax effects:
- Effects from non-utilisable losses and section 8b KStG

-410,135

- Prior-year corporation tax

55,146

Actual tax expense

55,146

0

(8) Other non-current financial liabilities
Other non-current liabilities comprise a loan from TO-Holding GmbH to PREOS AG in the
amount of EUR 11,000,000 and a loan from TO Holding 2 GmbH to PREOS AG of EUR
11,000,000 together with interest accrued to 31 December 2018 (total EUR 22,101,260). Both
companies belong to Mr Olek. The loans carry interest of 4%, become due and payable on 31
December 2021 and were granted without collateral. Both loan agreements include a right of
tender. That right of tender gives the lender the right to offer to contribute the borrower's loan,
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including any interest accrued but not yet paid, into the borrower's share capital by way of an inkind capital increase in exchange for the issue of 2,213,688 new shares of the borrower. This
conversion proposal was accepted by PREOS AG on 7 February 2019 and the capital increase
was entered in the commercial register on 18 February 2019. Since neither of the loan agreements
gave the lender the right to (cash) repayment within 12 months, the loans are reported as noncurrent.
(9) Trade payables
Trade payables resulted primarily from legal and consultancy costs, particularly in connection
with the IPO (EUR 322 thousand), as well as liabilities for outstanding insurance premiums (EUR
116 thousand), liabilities to publity AG for finders fees and asset management services (EUR 103
thousand), and liabilities relating to the preparation of valuation reports (EUR 99 thousand).
(10) Liabilities to affiliated companies
Liabilities to affiliated companies amounted to EUR 2,174,311 as at 31 December 2018 (31 December 2017: EUR 0). They were payable in their entirety to PREOS Immobilien GmbH and
related to the liability for losses absorbed on the basis of the profit and loss transfer agreement
entered into between PREOS AG and PREOS Immobilien GmbH.
(11) Other current financial liabilities
Other current financial liabilities as at 31 December 2018 included EUR 172 thousand in liabilities for costs of preparing and auditing financial statements (31 December 2017: EUR 16 thousand), EUR 80 thousand in liabilities for financing costs (31 December 2017: EUR 0 thousand)
and EUR 17 thousand in liabilities from taxes (31 December 2017: EUR 0 thousand). At 31 December 2017, the Company still reported liabilities for outstanding invoices amounting to EUR
543 thousand.
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E. Notes to the income statement
(1) Remeasurement of financial assets (from operating investments)
The balance for the remeasurement of financial assets (from operating investments) is the result
of the measurement of shares in actively managed investments at fair value through profit or loss,
amounting to EUR 6,784 thousand (financial year 2017: EUR 0 thousand). To improve comparability, the gain on the remeasurement of financial assets (from operating investments) is presented
with the consolidated financial statements and the results from the measurement of investment
property presented there via EBIT. A further reason for presenting this is the fact that the equity
investment represents the operating business of the company, which is largely determined based
on the value of the properties.
The remeasurement gain included EUR 2,174 thousand from the entry into profit and loss transfer
agreements, since the obligation to absorb losses at the close of the year had already been reported
as an increase in equity at the level of the subsidiary and, thereby increasing the carrying amount
at PREOS AG (with net asset value serving as the basis for determining the fair value of the shares
in affiliated companies).
(2) Earnings before interest and taxes
PREOS AG's earnings before interest and taxes in financial year 2018 amounted to EUR 4,868
thousand (2017: EUR -479 thousand), and was materially influenced by the remeasurement of
financial assets (from operating investments) amounting to EUR 6,784 thousand (2017: EUR 0
thousand). By contrast, earnings before interest and taxes was reduced by other operating expenses amounting to EUR -1,688 thousand (2017: EUR -436 thousand) and personnel expenses
amounting to EUR -182 thousand (2017: EUR 0 thousand).
Personnel expenses amounted to EUR 182 thousand, of which EUR 180 thousand was attributable
to Executive Board members' salaries, and EUR 2 thousand to flat rate taxes. At 31 December
2018, PREOS AG employed two members of the Executive Board and no other staff. In financial
year 2017, the Company had no employees.
The year-on-year increase in other operating expenses was attributable primarily to expenses for
the IPO, the capital increase and the change in legal form in 2018 amounting to EUR 961 thousand. Comparable expenses were not incurred in financial year 2017. The expenses for the stock
exchange listing were expensed in full since the listing was carried out without any additional
capital increases.
Other operating expenses broke down as follows in financial year 2018:

(EUR)

1 Jan. - 31 Dec.
2018

1 Jan. - 31 Dec.
2017

Stock exchange listing and annual general meeting

600,944

0

Capital increase and change of name

390,329

0

Legal and advisory costs

399,263

419,894

Financial statements and audit costs

148,834

10,948

Travel and advertising costs

40,850

0

Office costs

40,000

4,414

Remuneration of the Supervisory Board

33,333

0

Insurance

20,644

0
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Incidental costs of money transactions
Miscellaneous
Total

992

127

13,163

301

1,688,352

435,683

(3) Cost of materials
The cost of materials, contained in cost of sales, broke down as follows:
(EUR)
Expenses for raw materials, consumables and supplies
Cost of purchased services
Total cost of materials

1 Jan. - 31 Dec.
2018

1 Jan. - 31 Dec.
2017

146,143

162,304

13,055

275,000

159,198

437,304

(4) Personnel expenses
Personnel expenses consisted entirely of wages and salaries.

(5) Financial expenses
Financial expenses amounted to EUR -102 thousand in financial year 2018 (financial year 2017:
EUR -124 thousand) and consisted primarily of interest on shareholder loans.

(6) Earnings per share
Basic earnings per share is calculated as follows:
in EUR

Net profit/loss for the period (EUR)
Dilutive effects
Net profit/loss adjusted for dilutive effects
Number of shares (in units)
Shares outstanding at the reporting date
Weighted number of shares outstanding
Dilutive effects
Weighted number of shares outstanding (diluted)
Earnings per share (in EUR)
Basic earnings per share
Diluted earnings per share

1 Jan. - 31 Dec. 2018

2,646,837
0
2,646,837

22,000,000
18,327,466
0
18,327,466

0.14
0.14

Basic earnings per share is calculated by dividing the earnings attributable to the holders of shares
in the parent by the weighted average number of shares outstanding during the reporting period.
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Earnings per share for 2017 is not presented because the Company was not transformed into a
stock corporation until 2018 and had operated as a German limited liability company (GmbH) as
at 31 December 2017.

Disclosures pursuant to IAS 33.70 d.
TO-Holding GmbH and TO Holding 2 GmbH contributed the shareholder loans granted by them
together with accrued interest (EUR 22,136 thousand) to PREOS AG. A total of 2,213,688 shares
with an issue price of EUR 1.00 valued on the basis of EUR 10.00 per share were issued to the
shareholders in return. The share capital has therefore increased to EUR 24,213,688, divided into
the same number of no-par value shares. The capital increase in kind was recorded in the commercial register on 18 February 2019. The shares are entitled to participate in dividends from 1
January 2018.

Changes in shareholdings during the year:
Initial volume at 1 Jan. 2018
Capital increase (2 March 2018)
Exchange of GmbH shares into ordinary shares (change of company
name) 9 April 2018
Initial volume for the period
New shares in the period

Initial volume, pro-rated weighting

25,000
21,975,000
22,000,000

61
304

4,178

New shares, pro-rated weighting

18,323,288

Total volume, pro-rated weighting

18,327,466

Earnings per share calculated on the basis of these figures is as follows:
in EUR

Net profit/loss for the period (in EUR) at 31 Dec. 2018
Dilutive effects
Net profit/loss adjusted for dilutive effects
Number of shares (in units)
Initial volume at 1 Jan. 2019
Capital increase for contributions in kind
Total share capital
Earnings per share (in EUR)
Basic earnings per share
Diluted earnings per share

1 Jan. - 31 Dec. 2018

2,646,837
0
2,646,837

22,000,000
2,213,688
24,213,688

0.11
0.11
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F. Financial instruments and fair value disclosures
1.1 Risk management of financial instruments
Financial risk management is an integral component of the risk management system and so contributes to achieving the corporate objectives. PREOS AG is exposed to a range of risks in the
course of its business activities, including interest rate risk, default risk, liquidity risk and financing risk. These risks are controlled and managed by means of the Company's financial risk management system. As part of its financial risk management approach, concentrations of risks are
also regularly monitored.

a) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in market rates of interest. Due to the fact that the Company obtains
short-term financing at fixed interest rates, the interest rate risk is not considered relevant.

b) General default risk
Default risk is the risk that business partners will be unable to meet their contractual payment
obligations, leading to a financial loss. In the course of its business, PREOS AG is exposed to
default risks and risks in relation to its financing activities. The maximum default risk at the reporting date is represented by the carrying amounts of its financial assets.
Default risk is managed based on the Company's policies for itself and the subsidiaries of the
Group. In order to avoid cases of default, rules of conduct have been drawn up which ensure that
transactions are only entered into with business partners that have demonstrated a satisfactory
payment record in the past.
At the reporting date, receivables from former shareholders amounting to EUR 251 thousand were
recognised which were more than 365 days overdue (as of October 2019).

c) Liquidity risk
Responsibility for liquidity risk management rests with the Executive Board. An appropriate risk
management strategy has been implemented for the purpose of monitoring the risk of a potential
shortfall of liquidity. The current liquidity position is recorded on a regular and timely basis. The
Company intends to employ a multi-year, integrated financial planning process for the purpose
of managing the business. This centrally managed function will monitor the financial stability of
the Group.
The contractually agreed (undiscounted) cash flows from primary financial liabilities including
interest payments at the respective reporting date are shown in the liquidity analyses below. The
analyses include all financial instruments held at the respective reporting date. Projected figures
for new liabilities in the future have not been included.
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2019

2020

2021

after
2021

0

0

27,483

0

703

0

0

0

2,174

0

0

0

Other financial liabilities (current)

269

0

0

0

Total

703

0

27,483

0

in EUR '000

Other financial liabilities (non-current)
Trade payables
Liabilities to affiliated companies

The liquidity risk is derived from the figures in the statement of financial position as at 31 December 2018, and therefore includes the repayment (including interest) of both of the loans due
to TO Holding GmbH and TO Holding 2 GmbH which is due in the 2021 financial year. The
loans were contributed to the Company in the context of a capital contribution in kind in financial
year 2019, so that the payment obligation no longer existed at the date of preparation of the separate financial statements. For reasons of immateriality, no comparative figures are presented as
at 31 December 2017 since the statement of financial position as at 31 December 2017 only contained current liabilities.
With the exception of recognised shares in subsidiaries, financial assets are classified as current.
Interest on loans to subsidiaries is charged at 1% of the loan volume.

d) Financing risk
In order to realise further business acquisitions and ensure the necessary liquidity within the
Group, PREOS AG depends on loans being granted and bonds being issued.
There is also a risk that loans could become due for early repayment or terminated in the event
that subsidiaries fail to meet their obligations from existing financing agreements. The Company
may not be able to secure refinancing for its subsidiaries in the short term. Existing loan agreements generally give rise to obligations to provide information to the financing banks which the
Company and its subsidiaries must comply with as their debtors. Depending on the particular
loan, these information obligations range from the provision of key business management figures
or annual financial statements to reporting on compliance with financial covenants. The Executive
Board is responsible for the ongoing monitoring of obligations from the existing loan agreements
and for reporting.
The Company's cash flow and possible future dividend payments are dependent on the financial
performance of its subsidiaries and investees, or must be topped up or replaced by debt capital if
necessary.

1.2 Additional disclosures in relation to financial instruments
In 2018, the Company realigned its financing strategy to facilitate its activities in the real estate
sector. In the previous year, financial instruments did not have any material influence on the financial condition and results of operations of the Company, and disclosures in accordance with
IAS 1 and IFRS 7 therefore remain restricted to financial year 2018.
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a) Classification
PREOS AG classifies and accounts for financial assets and financial liabilities on initial recognition according to the categories specified in IFRS 9. In accordance with the provisions of IFRS 9,
financial instruments are categorised as carried either at amortised cost, at fair value through other
comprehensive income or at fair value through profit or loss. Financial assets and financial liabilities are initially recognised when the Company becomes a party to a corresponding agreement.
A financial instrument is initially recognised at fair value, including any transaction costs.
The classification of financial instruments required by IFRS 7.8 is based on the respective items
in the statement of financial position. The tables below present a reconciliation of the carrying
amounts for each IFRS 7 category (balance sheet item) to the measurement categories on the
individual reporting dates.

Measured
at fair
value

Measured at amortised
cost

category

Carrying
amount

Fair value

Carrying
amount

Total
balance
sheet
items
31 Dec.
2018

FaFVtPL

0

0

6,809

6,809

Aac

41,463

41,463

0

41,463

Aac

758

758

0

758

Flac

22,101

22,101

0

22,101

Flac

703

703

0

703

Flac

2,174

2,174

0

2,174

Flac

269

269

0

269

IFRS 7
in EUR '000
Assets
Shares in affiliated companies
Receivables from affiliated
companies (current)
Other financial assets (current)
Equity and liabilities
Other financial liabilities
(non-current)
Trade payables
Liabilities to affiliated companies
Other financial liabilities
(current)

Abbreviations of the IFRS 7 categories:
FaFVtPL
Aac
Flac

Financial assets measured at fair value through profit and loss
Financial assets measured at amortised cost
Financial liabilities measured at amortised cost
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b) Fair value disclosures
The determination of the fair values of the financial assets and liabilities for the purposes of measurement or explanatory disclosures in the notes was based on Level 3 of the fair value hierarchy.
Receivables from affiliated companies and other financial assets and cash and cash equivalents
have short remaining maturities. Their carrying amounts at the reporting date are therefore approximately equal to their fair values. The same applies to trade payables, liabilities to affiliated
companies and other current liabilities.
The fair value of the shares in affiliated companies is determined for the purposes of subsequent
measurement using the net asset value (NAV), as a means of simplification. The resulting changes
in value are reported in the income statement under remeasurement of financial assets (from operating investments).
c) Net gain or loss from financial assets and liabilities
The net gains and losses arising from financial instruments in the 2018 financial year were as
follows:

in EUR '000
Financial assets measured at fair value through other
comprehensive income

IFRS 7
category

Net gain or loss 1 Jan. – 31 Dec. 2018
Income/
Interest
expenses
Total

FaFVtPL

0

6,783

6,783

Financial assets measured at amortised cost

Aac

0

0

0

Financial liabilities measured at amortised cost

Flac

-101

0

-101

The interest income and interest expenses are reported in financial income and financial expenses,
respectively.
Profit and loss transfer agreements resulted in expenses amounting to EUR 2,174 thousand.

d) Sensitivities
Shares in affiliated companies are measured based on fair value as defined in IFRS 13, and their
sensitivities are therefore presented below.
The value of the shares is determined primarily based on the subsidiaries' NAV (equity), which
in turn is affected by the value of investment property held by these companies.
The value of the properties is materially influenced by changes in the property yield, rents and
useful lives (see also consolidated financial statements as at 31 December 2018).
The effects of potential fluctuations in these parameters are presented below independently of
each other in each case. Interdependencies between the parameters are possible but cannot be
quantified due to the complexity of the interactions.
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Due to their activities as property-holding companies, subsidiaries may claim exemptions from
trade taxes and therefore apply a tax rate of 15.83% to calculate deferred taxes. Taking into account deferred taxes amounting to approximately 15.83%, the value of the equity and thus of the
investment would change as follows, given a change in the inputs:

Inputs
Change in
input by

Change in
input as %
of value of
property

Absolute
change in
property
value

Less deferred taxes
amounting
to

%

EUR

15.83%

Absolute
change in
value of equity of subsidiaries
EUR

Percentage
change in
value of equity of subsidiaries
%

Property yield

+0.5 pp

-8%

-7,880,000

1,247,010

-6,632,990

34%

Property yield

-0.5 pp

10%

9,070,000

-1,435,328

7,634,673

-39%

RND

-5J

-3%

-3,180,000

503,235

-2,676,765

14%

RND

+5J

3%

2,740,000

-433,605

2,306,395

-12%

Market rent

-10%

-10%

-9,290,000

1,470,143

-7,819,858

40%

Market rent

10%

10%

9,400,000

-1,487,550

7,912,450

-40%

Shares in affiliated companies are recognised at net asset value. For instance, a change in the
property yield when measuring investment property held by subsidiaries, taking into account deferred taxes, would lead to a EUR 6,633 thousand reduction in equity (increase in property yield)
or a EUR 7,635 thousand increase (reduction in property yield). As a consequence, the shares in
affiliated companies in PREOS AG's (IFRS) separate financial statements would require a EUR
6,633 thousand reduction or EUR 7,635 thousand increase through profit or loss.

G. Other disclosures
(1) Other financial obligations and contingent liabilities
The significant rental and lease obligations at 31 December 2018 were as follows:
in EUR '000

31 Dec.
2018

Rental and lease obligations

- Within one year

120

- Due in between 1 and 5 years

480

- Due in over 5 years

840

Total

1,440

These financial obligations arise from the rental agreement with publity AG for the office space
in Leipzig.
There are also other financial obligations resulting from an asset management agreement with
publity AG. This agreement has been entered into for a period of 10 years and contains fixed
remuneration components based on the real estate assets under management, as well as variable
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remuneration in connection with purchases and sales. Based on the values applicable at the reporting date 31 December 2018, the other financial obligations amount to at least EUR 1,296
thousand per annum.

(2) Related party disclosures
In accordance with IAS 24 "Related Party Disclosures", related parties include parent companies
and subsidiaries as well as subsidiaries of a common parent, associates, the management of the
entity and legal persons significantly influenced by the management.
With effect from 12 February 2018, all shares in PREOS AG (at the time operating under the
name AMG Immobilien GmbH) were sold to Olek Holding GmbH. Therefore, transactions with
the former owner of the shares until February 2018 are included in the list.
The material transactions that took place between the Company and related parties in financial
year 2018 were as follows:

Transactions with related parties

Losses absorbed from
related parties
(expenses)

Services received from related parties

Liabilities to
related parties due to
loss absorption

Liabilities to
related parties

Receivables
from related parties due to
cash pool

EUR

EUR

EUR

EUR

Related parties of PREOS Real Estate AG (formerly AMG Immobilien Berlin GmbH):
publity AG

40,000

103,476

PREOS Immobilien GmbH

-121,433

121,433

250,000

PREOS 1. Beteiligungsges. mbH

-224,948

224,948

4,812,552

PREOS 2. Beteiligungsges. mbH

-377,643

377,643

11,889,138

PREOS 3. Beteiligungsges. mbH

-178,024

178,024

1,359,992

PREOS 4. Beteiligungsges. mbH

-184,780

184,780

1,080,589

PREOS 5. Beteiligungsges. mbH

-191,047

191,047

532,406

PREOS 6. Beteiligungsges. mbH

-106,814

106,814

3,484,435

PREOS 7. Beteiligungsges. mbH

-282,226

282,226

9,449,614

PREOS 8. Beteiligungsges. mbH

-132,943

132,943

3,635,527

PREOS 9. Beteiligungsges. mbH

-125,114

125,114

3,979,001

PREOS 10. Beteiligungsges. mbH

-249,340

249,340

933,214

PREOS 11. Beteiligungsges. mbH

17,100
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PREOS 12. Beteiligungsges. mbH

1,150

PREOS 13. Beteiligungsges. mbH

15,200

PREOS 14. Beteiligungsges. mbH

16,400

PREOS 15. Beteiligungsges. mbH

1,150

PREOS 16. Beteiligungsges. mbH

1,150

PREOS 17. Beteiligungsges. mbH

1,150

PREOS 18. Beteiligungsges. mbH

1,150

PREOS 19. Beteiligungsges. mbH

1,150

PREOS 20. Beteiligungsges. mbH

1,150

Objekta Fütingsweg GmbH
LVG Nieder-Olm GmbH

Interest expenses

Liabilities to related
parties

EUR

EUR

Shareholder loan from TO-Holding GmbH

50,630

11,050,630

Shareholder loan from TO-Holding 2 GmbH

50,630

11,050,630

Shareholder loan from TO-Holding GmbH (EUR
300,000, repaid on 18 April 2018)

608.22

0

The EUR 2,174 thousand in liabilities from the absorption of losses exist in law exclusively visà-vis to PREOS Immobilien GmbH, which for its part has entered into profit and loss transfer
agreements with its subsidiaries (sub-subsidiaries of PREOS AG).
The material transactions that took place between the Company and related parties in financial
year 2017 were as follows:
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Transactions with related parties

Services received from related parties

Liabilities to related parties

Receivables
from related
parties

EUR

EUR

EUR

0

0

22,552

275,000

0

0

Skyland Holding GmbH (MD: Franziska Ehret)

0

0

0

ReCo Restructuring and Consolidation GmbH (MD:
Franziska Ehret)

0

0

610,163

Interest expenses (-) / (+)

Liabilities to related parties

Receivables
from related
parties

EUR

EUR

Skyland Holding GmbH (MD: Franziska Ehret)

42,666

0

0

FTR Holding GmbH, Leipzig

70,917

0

0

TO-Holding GmbH

7,500

0

0

ReCo Restructuring and Consolidation GmbH (MD:
Franziska Ehret)

1,500

0

0

Related parties of PREOS Real Estate AG (formerly
AMG Immobilien Berlin GmbH):

FTR Holding GmbH, Leipzig
Bernd Ehret

The shares in PREOS AH were held indirectly by a trustee, Mr Gurlitt, in 2017. No transactions were entered into
with him.

Please refer to the following section for details of the remuneration of the Executive Board and
of the Supervisory Board.
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(3) Executive Board and Supervisory Board
The members of the Executive Board of PREOS Real Estate AG during the reporting period were
and currently are:
•

Thomas Olek, CEO

•

Frederik Mehlitz, CEO (from 2 October 2018)

•

Libor Vincent, CFO

(until 2 October 2018)

(from 2 October 2018)

The Executive Board received fixed remuneration during the reporting period. The total remuneration for all of the members of the Executive Board amounted to EUR 180,000 (2017: EUR 0
thousand). Mr Olek did not receive any remuneration for his work.
The members of the Executive Board are also reimbursed for travel costs and expenses.
The members of the Supervisory Board of PREOS Real Estate AG during the reporting period
were and currently are:
•

Udo Roland Wahid Masrouki, management board member of FinanzNet Holding AG
(Chairman of the Supervisory Board)

•

Stephan Noetzel, attorney, in-house lawyer of publity AG (Deputy Chairman of the Supervisory Board)

•

Christoph Blacha, attorney, general manager/managing director of publity Performance
GmbH (KVG) (Supervisory Board member)

The total remuneration received by members of the Supervisory Board for the reporting period
amounted to EUR 33,333 (2017: EUR 0 thousand).

(4) Employees
The Company's only employees during the financial year were the two members of the Executive
Board (from September 2018).

(5) Capital management
The Company manages its capital and that of its subsidiaries with the objective of maximising
the returns of its stakeholders by optimising the ratio of equity to debt capital. This includes ensuring that the Company and its subsidiaries can operate on a going concern basis. Equity reported
in the financial statements is used as an important key figure for capital.
As a stock corporation (Aktiengesellschaft), the Company is subject to the minimum capital requirements under German stock corporation law. The Company is also subject to the normal and
industry-specific minimum capital requirements of the financial sector. These minimum capital
requirements are constantly monitored.
Risk Management regularly reviews the capital structure of the Company and its subsidiaries.
Key accounting ratios are calculated and projected in order to meet the banking industry's demands relating to external capital requirements.
The equity ratio at the year-end was as follows:
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in EUR '000

31 Dec.
2018

31 Dec.
2017

Equity

24,902

280

Total assets

50,149

1,189

Equity ratio in %

49.66%

23.58%

(6) Consolidated financial statements
PREOS Real Estate AG has prepared consolidated financial statements (IFRS) on a voluntary
basis and is not included in any other consolidated financial statements.

(7) Audit fee
Since the audit fee is disclosed in PREOS Real Estate AG's consolidated financial statements, it
is not presented in these separate financial statements.

(8) Appropriation of profit
The appropriation of profit is based exclusively on the profit presented in the separate financial
statements prepared in accordance with the principles of German commercial law.
Since a net loss was recorded in the HGB financial statements for the 2018 financial year resulting
in net accumulated losses, a proposal for the appropriation of profit is not required.
The net accumulated losses in accordance with section 158 (1) AktG break down as follows:
(EUR)

31 Dec. 2018

31 Dec. 2017

257,649.02

-1,578,234.74

Net loss (2017: net income) for the financial year

-4,138,925.20

1,835,883.76

Net accumulated losses (2017: net retained profits)

-3,881,276.18

257,649.02

Net retained profits (2017: net accumulated losses)
brought forward from the previous year

(9) Events after the balance sheet date
On 15 January 2019 the purchase agreement was signed for a commercial property in Oberhausen
with 2,500m² gross rental space and 70 parking spaces.
A loan agreement was concluded with Hamburger Commercial Bank on 25 March 2019 for the
purpose of financing new purchases of real estate and for refinancing the existing property portfolio. The loan has a volume of EUR 70 million and an interest rate of at least 3%.
On the basis of the authorisation granted through amendment of the articles of association on 25
April 2018, an increase in the share capital by EUR 2,213,688.00 to EUR 24,213,688.00 was
implemented in February 2019 and the implementation of the capital increase was entered into
the commercial register on 18 February 2019. The increase took the form of the contribution in
the kind of shareholder loans previously granted in the amount of EUR 22,000,000.00 together
with interest amounting to EUR 136,880.00 on the basis of a valuation of EUR 10.00 per share.
The value of the contributions in kind in excess of the issue price of the new shares is being
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transferred to the capital reserve within the meaning of section 272 (4) no. 4 of the German Commercial Code (Handelsgesetzbuch, "HGB").
On 17 July 2019 PREOS 13. Beteiligungsgesellschaft mbH, a wholly owned subsidiary of
PREOS Immobilien GmbH, acquired by notarised agreement 94.9% of the shares of Projekta
Lüdenscheid 1 GmbH, which in turn is the owner of a parcel of land in Lüdenscheid, North RhineWestphalia, on which a building complex including a multi-storey car park is located. The 94.9%
interest was assigned to PREOS 13. Beteiligungsgesellschaft mbH in September 2019.
On 28 August 2019, the Annual General Meeting of PREOS AG resolved to acquire 94.9% of the
shares in publity Investor GmbH, a wholly owned subsidiary of publity AG, in the context of an
in-kind capital contribution, with the exclusion of shareholders' subscription rights, in return for
the issue of up to 47,450,000 new shares.
The relevant contribution agreement was signed on 29 August 2019. The exchange ratio was 5:2,
i.e., for every two shares in publity Investor GmbH, publity AG received five new shares in
PREOS AG.
The 5:2 exchange ratio was determined based on a valuation of publity Investor GmbH, which
was reviewed by an independent auditing firm. In the course of the company valuation, a total
value of EUR 400 million was established for publity Investor GmbH.
The capital increase was implemented in full. It was recorded in the commercial register on 13
September 2019.
The following material events have occurred with respect to publity Investor GmbH, which has
been held by the PREOS Group since 13 September 2019, since that date:
Pursuant to a notarised share purchase agreement dated 4/5 October 2019, publity Real Estate
GmbH, a wholly owned subsidiary of publity Investor GmbH, sold 94.9% of shares in publity St.
Martin Tower GmbH (holder of the heritable building right attaching to the parcel of land on
which the St. Martin Tower is built in Frankfurt am Main) for a provisional purchase price of
EUR 55,322 thousand.
By notarised purchase agreement of 20 September 2019, publity Real Estate 5 GmbH, which is
also a wholly owned subsidiary of publity Investor GmbH, bought a parcel of land in Eschborn
with an office complex on it at a purchase price of EUR 44,035 thousand.
Pursuant to the resolution by the Annual General Meeting on 28 August, Mr Wolfgang Faillard
was appointed to succeed Mr Noetzel on the Supervisory Board.

Leipzig, 15 October 2019
PREOS Real Estate AG

__________________________
PREOS Real Estate AG
Frederik Mehlitz
Executive Board

__________________________
PREOS Real Estate AG
Libor Vincent
Executive Board
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Independent auditor's report

To PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth)
Audit Opinions
We have audited the separate financial statements of PREOS Real Estate AG, Leipzig, which
comprise the statement of financial position as at 31 December 2018, the statement of comprehensive income, the statement of changes in equity and the cash flow statement for the financial
year from 1 January 2018 to 31 December 2018, as well as the notes to the financial statements,
including the recognition and measurement policies presented therein.
In our opinion, on the basis of the knowledge obtained in the audit, the accompanying separate
financial statements comply, in all material respects, with the IFRS as adopted by the EU, and,
in compliance with these requirements, give a true and fair view of the assets, liabilities, and
financial condition of the Group as at 31 December 2018, and of its results of operations for the
financial year from 1 January 2018 to 31 December 2018.
Pursuant to section 322 (3) sentence 1 HGB, we declare that our audit has not led to any reservations relating to the legal compliance of the separate financial statements.
Basis for the Audit Opinions
We conducted our audit of the separate financial statements in accordance with section 317 HGB
and in compliance with German Generally Accepted Standards for Financial Statement Audits
promulgated by the Institut der Wirtschaftsprüfer [Institute of Public Auditors in Germany]
(IDW). Our responsibilities under those requirements and principles are further described in the
“Auditor’s Responsibilities for the Audit of the Separate Financial Statements” section of our
auditor’s report. We are independent of the Company in accordance with the requirements of
German commercial and professional law, and we have fulfilled our other German professional
responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinions on the separate financial statements.
Responsibilities of the Executive Directors and the Supervisory Board for the Annual Financial
Statements
The executive directors are responsible for the preparation of the separate financial statements
that comply, in all material respects, with IFRS as adopted by the EU and that the separate financial statements, in compliance with these requirements, give a true and fair view of the assets,
liabilities, financial position and financial performance of the Company. In addition, the executive directors are responsible for such internal control as they have determined necessary to enable the preparation of separate financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the separate financial statements, the executive directors are responsible for assessing the Company’s ability to continue as a going concern. They also have the responsibility
for disclosing, as applicable, matters related to going concern. In addition, they are responsible
for financial reporting based on the going concern basis of accounting, unless there is an intention
to liquidate the Company or to cease operations, or there is no realistic alternative but to do so.

The Supervisory Board is responsible for overseeing the Company’s financial reporting process
for the preparation of the separate financial statements.
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Auditor’s Responsibilities for the Audit of the Annual Financial Statements
Our objectives are to obtain reasonable assurance about whether the separate financial statements
as a whole are free from material misstatement, whether due to fraud or error, as well as to issue
an auditor’s report that includes our audit opinions on the separate financial statements.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with section 317 HGB and in compliance with German Generally Accepted Standards for Financial Statement Audits promulgated by the Institut der Wirtschaftsprüfer (IDW) will
always detect a material misstatement. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these separate financial statements.
We exercise professional judgement and maintain professional scepticism throughout the audit.
We also:
-

Identify and assess the risks of material misstatement of the separate financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our audit
opinions. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls.

-

Obtain an understanding of internal control relevant to the audit of the separate financial
statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an audit opinion on the effectiveness of these systems of
the Company.

-

Evaluate the appropriateness of accounting policies used by the executive directors and the
reasonableness of estimates made by the executive directors and related disclosures.

-

Conclude on the appropriateness of the executive directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Company’s ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in the auditor’s report to the related disclosures in the separate
financial statements or, if such disclosures are inadequate, to modify our respective audit
opinions. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to
be able to continue as a going concern.

-

Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements present the underlying transactions and events in a manner that the separate financial statements give a true and
fair view of the assets, liabilities, financial condition and results of operations of the Company in compliance with IFRS as adopted by the EU.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
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Hamburg, 15 October 2019

Ebner Stolz GmbH & Co. KG
Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft

Dirk Heide
Wirtschaftsprüfer
(German Public Auditor)

Florian Riedl
Wirtschaftsprüfer
(German Public Auditor)
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4.

Consolidated financial statements for the period from 1 April 2018 to 31 December 2018 of
PREOS Real Estate AG, Leipzig (IFRS) (audited)

PREOS Real Estate AG
Consolidated statement of financial position as at 31 December 2018
In EUR

31 Dec. 2018

1 Apr. 2018

Non-current assets
Property, plant and equipment

D.1

57,269

0

Investment property

D.2

93,630,000

0

Prepayments for investment property

D.2

109,211

0

Other financial assets

D.3

806,456

0

94,602,936

0

Current assets
Trade and other receivables

D.4

367,043

0

Corporation tax receivable

D.8

203,449

0

Other financial assets

D.5

1,053,403

245,770

Cash and cash equivalents

D.6

2,557,678

22,275,004

4,181,573

22,520,775

98,784,509

22,520,775

22,000,000

22,000,000

24,906

24,906

2,995,573

0

25,020,479

22,024,906

Total assets

Equity
Subscribed capital

D.7

Retained earnings
Net retained profits
Equity attributable to owners of the parent company
Non-controlling interests

896,805

0

25,917,285

22,024,906

Non-current liabilities
Other financial liabilities

D.9

22,101,260

0

Deferred tax liabilities

D.8

616,869

0

22,718,130

0
0

Current liabilities
Income tax liabilities

D.11

38,495

Financial liabilities

D.10

45,577,232

0

Trade payables

D.12

2,002,066

62,369

Other liabilities

D.13

2,531,301

433,500

50,149,095

495,869

98,784,509

22,520,775

Total equity and liabilities
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PREOS Real Estate AG
Consolidated income statement
for the period from 1 April to 31 December 2018
1 Apr. - 31 Dec. 2018

In EUR

Income from property management

E.1

1,039,250

Expenses from property management

E.1

-130,121

Profit from property management

E.1

909,129

Other operating income

E.2

85,232

Personnel expenses

E.3

-182,301

Other operating expenses

E.4

-2,498,485

Gain or loss on measurement of investment

D.2

property

7,417,575

Earnings before interest and taxes (EBIT)

5,731,150

Financial income

E.5

3,175

Financial expenses

E.6

-2,185,535

Earnings before tax
Taxes on income
Consolidated net profit/loss / comprehensive income

3,548,790
E.7

-456,991
3,091,799

of which attributable to:
Owners of the parent company
Non-controlling interests

2,995,573
96,226

Earnings per share (in EUR)
Basic earnings per share (22,000,000 shares)

0.14

Diluted earnings per share (22,000,000 shares)

0.14
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PREOS Real Estate AG
Consolidated statement of cash flows
for the period from 1 April to 31 December 2018
In EUR
Consolidated net profit before
tax.............................................................................................................
Depreciation of property, plant and equipment
....................................................................................................
Measurement gain/loss
.........................................................................................................................

1 Apr. - 31 Dec.
2018

3,548,789
5,206
(7,417,575)

Changes in assets and liabilities
(Increase) / decrease in trade receivables ................................

(349,362)

(Increase) / decrease in other assets ..............................................................

(911,871)

(Decrease) / increase in trade payables ........................

1,930,354

(Decrease) / increase in other liabilities ......................................................................

2,131,925

Other non-cash income and expenses ....................................................................
Net cash flow from operating activities ........................................................................

40,799
(1,021,735)

Payments for loans granted ...........................................................................................
Payments for purchases of investment property ………...................
Investments in property, plant and equipment and intangible assets
......................................................
Net cash flow from investing activities ............................................................................
Proceeds from shareholder loan .............................................................................................. ...
Proceeds from new financial liabilities
.........................................................................................................
Repayment of financial liabilities
.....................................................................................................
Net cash flow from financing activities .....................................................................
Changes in cash and cash equivalents
.......................................................................................................
Cash and cash equivalents at the beginning of the period
...............................................................................................
Cash and cash equivalents at the end of the period
.............................................................................................

(806,456)
(59,318,324)
(62,475)
(60,187,255)
22,000,000
19,791,664
(300,000)
41,491,664
(19,717,326)
22,275,004
2,557,678

Additional information on payment transactions included in net cash flow from operating activities
Interest received
............................................................................................................................. .
Interest paid ............................................................................................................................. ..

56,513

Income taxes paid..................................................................................................... .................

809

6
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PREOS Real Estate AG
Consolidated statement of changes in equity
for the period from 1 April to 31 December 2018
in EUR

As at 1 April 2018

Subscribed capital

Capital reserves

Retained earnings

Net retained profits

Noncontrolling
interests

Total

Total equity

22,000,000

0

24,906

0

22,024,906

0

22,024,906

Consolidated net
profit/loss / comprehensive income

0

0

0

2,995,573

2,995,573

96,226

3,091,799

Changes in group of consolidated companies

0

0

0

0

0

800,579

800,579

Other changes

0

0

0

0

22,000,000

0

24,906

2,995,573

896,805

25,917,285

0
As at 31 December 2018

0
25,020,479

Notes to the consolidated financial statements
for the period from 1 April to 31 December 2018

A. General information
PREOS Real Estate AG (referred to in the following as: PREOS AG) has its registered office at
Landsteinerstraße 6, Leipzig, Germany, as the parent company of the Group. The Company is
registered in the commercial register of the Local Court (Amtsgericht) of Leipzig under number
HRB 34786. Its financial year is the calendar year.
The Company is listed in the m:access segment of the Regulated Unofficial Market (Open Market) of the Munich Stock Exchange. Admission to listing was granted on 20 December 2018.
The PREOS Group specialises as an active investor in the purchase, leasing and sale of commercial real estate (especially office properties) with value enhancement potential and attractive yield
parameters. Its investment activities focus on properties in preferred locations in Germany, especially in metropolitan regions. Purchases mainly target properties whose operation is already covering costs at the date of acquisition, to enable the properties to be optimised without pressure to
sell. Value is created by implementing a manage-to-core strategy, i.e. increasing the value of the
properties through focused asset management measures.
The consolidated financial statements of PREOS AG have been prepared in accordance with International Financial Reporting Standards (IFRS), as adopted by the European Union (EU).
The presentation currency of the consolidated financial statements of PREOS AG is the euro
(EUR). Unless otherwise indicated, all amounts are presented in EUR.
The consolidated financial statements will be approved by the Executive Board in June.
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B. Basis for financial reporting
(1) Basis of preparation
As at 31 December 2017 the Company was trading under the name AMG Immobilien Berlin
GmbH with its registered office in Bayreuth. On 12 February 2018 it was renamed PREOS Real
Estate GmbH and its registered office was moved to Leipzig. Upon entry in the commercial register on 9 March 2018, the share capital of PREOS Real Estate GmbH was increased by EUR
21,975,000 from EUR 25,000 to EUR 22,000,000. This was effected by the issue of 21,975,000
new shares with a value of EUR 1 each. On 9 April 2018 PREOS Real Estate GmbH changed its
legal form and became PREOS Real Estate AG. PREOS Immobilien GmbH had already been
formed upon entry in the commercial register on 28 March 2018 and in turn formed 10 subsidiaries (PREOS 1. Beteiligungsgesellschaft mbH to PREOS 10. Beteiligungsgesellschaft mbH). In
September 2018 PREOS Immobilien GmbH established a further 10 subsidiaries (PREOS 11.
Beteiligungsgesellschaft mbH to PREOS 20. Beteiligungsgesellschaft mbH). In May and August
2018 the subsidiaries PREOS 3. Beteiligungsgesellschaft mbH and PREOS 6. Beteiligungsgesellschaft mbH each acquired 94% of the shares in two single-property real estate companies, Objekta
Fütingsweg GmbH and LVG Nieder-Olm GmbH, respectively, in both cases by way of a share
deal.
Prior to the formation of PREOS Immobilien GmbH, PREOS AG had no subsidiaries and was
therefore not subject to group accounting obligations. Following the formation of PREOS Immobilien GmbH and its subsidiaries, PREOS AG is in principle subject to group accounting obligations, but is exempt from the requirement to prepare consolidated financial statements in view of
the size-related exemptions pursuant to section 293 HGB. PREOS AG is preparing voluntary
consolidated financial statements as at 31 December 2018 in accordance with IFRS, as adopted
by the EU, and the additional requirements of German law pursuant to section 315e (1) HGB.
The obligation to prepare consolidated financial statements in accordance with IFRS arose with
the establishment of a group structure by PREOS AG as at 28 March 2018. The consolidated
financial statements therefore cover the period from 1 April to 31 December 2018 for the purposes
of simplification, and do not contain any prior-period comparative figures. The PREOS Group is
not subdivided into business segments for the purposes of reporting to the Executive Board, as
the Group is concerned solely with the purchase, leasing and sale of commercial real estate in
Germany. Consequently, there is no segment reporting for the 2018 financial year.
Since PREOS AG has never previously prepared consolidated financial statements, the reconciliations for equity and total comprehensive income set out in IFRS 1 were not required. Exemptions provided for in IFRS 1 in relation to the retrospective application of the requirements of
IFRS were not used.
(2) Accounting standards that are not yet mandatory
The accounting standards applicable for future periods presented below may affect the financial
condition and results of operations of PREOS AG:
Standard or inter-

Title of standard or interpretation

mandatory

pretation
IFRS 16

Leases

IFRIC 23

Uncertainty over Income Tax Treatments

for financial years beginning on or
after 1 January 2019
for financial years beginning on or
after 1 January 2019
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Amendments to
IAS 1 and IAS 8

Presentation of Financial Statements and Accounting Policies, Changes in Accounting Estimates and Errors

for financial years beginning on or
after 1 January 2020

a) IFRS 16 – Leases
IFRS 16 establishes principles for the recognition, measurement, presentation and disclosure of
leases. For all leases, the lessee recognises a right-of-use asset as well as a lease liability. The
standard offers recognition exemptions for short-term leases and leased assets which have a low
value; the lease payment is expensed over the term of the lease.
Disclosures in the notes will be expanded and are intended to enable users to assess the amounts,
timing and uncertainties relating to lease agreements. By contrast, the provisions of the new standard applicable to lessors are similar to the existing requirements of IAS 17. Leases will continue
to be classified as either operating leases or as finance leases.
IFRS 16 is not expected to have any material impact on the consolidated financial statements, as
the companies within the PREOS Group normally function as the lessor in the context of leasing
properties. The obligations assumed to date by the Group as a lessee in the context of operating
leases with a term of more than one year are immaterial with an amount of around EUR 1,440
thousand and result in an increase of around 1% in the balance sheet total (based on 31 December
2018). Overall, the main effect of the new standard will be more detailed disclosures in the notes.
The date of initial application is 1 January 2019.
b) IFRIC 23 – Uncertainty over Income Tax Treatments
IFRIC 23 clarifies the accounting for uncertainties in relation to income taxes. According to this
interpretation, an entity is to assume when accounting for uncertainties in relation to income taxes
that a taxation authority will examine the amounts reported to it with full knowledge of all relevant
information. The interpretation will become mandatory on 1 January 2019. PREOS AG does not
expect this amendment to have any material impact.
c) Amendments to IAS 1 and IAS 8 – Definition of “Material”
The amendments to IAS 1 and IAS 8 clarify the definition of “material” and align the definitions
used in the Conceptual Framework and the standards themselves. Materiality is now defined as
follows: Information is material if omitting, misstating or obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial statements make
on the basis of those financial statements, which provide financial information about a specific
reporting entity. The amendments will become mandatory on 1 January 2020. PREOS AG does
not expect these amendments to have any material impact.
Further accounting standards will also be applicable in future, but their initial application is not
currently expected to have a significant effect on the financial condition and results of operations
of PREOS AG.
(3) Consolidation principles
Subsidiaries comprise all entities controlled by PREOS AG. The Group controls an entity if it is
exposed, or has rights, to variable returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. Control is usually assumed if the Group
holds more than 50 percent of voting rights in the entity. When assessing whether the Group
controls an entity, the existence and effect of potential voting rights which may currently be exercised or converted are taken into account.
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Subsidiaries are fully consolidated from the date on which control passes to the parent. They are
deconsolidated if the parent loses control.
All subsidiaries are included in the consolidated financial statements (see "Group of consolidated
companies").
When an entity is acquired, it is determined (see also the section headed “Significant judgements,
estimates and assumptions”) whether a business combination in accordance with IFRS 3 has occurred or merely an aggregated group of assets and liabilities that do not together constitute a
business has been acquired.
Business acquisitions as defined in IFRS 3 are accounted for in accordance with the acquisition
method. Under that method, the acquisition cost is allocated to the acquired, individually identifiable assets, liabilities and contingent liabilities according to their fair values at the acquisition
date. Any remaining positive difference is recognised as goodwill, while a negative difference is
recognised through profit or loss. Incidental transaction costs are expensed.
Interests in the net assets of subsidiaries which are not attributable to PREOS AG are reported
separately under equity as non-controlling interests. The calculation of consolidated net profit or
loss attributable to non-controlling interests also factors in consolidation adjustments through
profit or loss.
The acquisition of property management companies which do not constitute a business within the
meaning of IFRS 3 are presented as a direct acquisition of an aggregated group of assets and
liabilities – particularly real property. The acquisition cost is allocated to the individually identifiable assets and liabilities based on their fair value. The acquisition of property management
companies therefore does not result in any positive or negative difference from acquisition accounting. The sale of property management companies is accordingly presented as a sale of an
aggregated group of assets and liabilities – particularly real property.
The acquisition by entities within the PREOS Group of shares in entities resulting in an interest
of less than 50% is accounted for in accordance with the equity method if it is possible to exert a
significant influence on the investee.
Intragroup receivables, liabilities and profit or loss are eliminated upon consolidation for the purpose of preparing the consolidated financial statements. Income and expenses arising as a result
of the transfer of assets within the Group are also eliminated.
(4) Group of consolidated companies
The group of consolidated companies comprises 24 fully consolidated entities, including the parent. The group of consolidated companies has changed as follows:
Number

2018

As at 1 Apr.

12

Additions

12

Disposals

0

As at 31 Dec.

24
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The additions in the period under review relate to the formation of the companies PREOS 11.
Beteiligungsgesellschaft mbH to PREOS 20. Beteiligungsgesellschaft mbH as well as the property holding companies Objekta Fütingsweg GmbH and LVG Nieder-Olm GmbH acquired by
way of share deals.
The group of consolidated companies included the following entities as at 31 December 2018:

No.

Company

Registered office

Shareholding
in %

Held by
no.

Activities

Fully consolidated companies:
1.

PREOS Real Estate AG

Leipzig

Holding company

2.

PREOS Immobilien GmbH

Leipzig

100%

1

3.

PREOS 1. Beteiligungsges. mbH

Leipzig

100%

2

4.

PREOS 2. Beteiligungsges. mbH

Leipzig

100%

2

5.

PREOS 3. Beteiligungsges. mbH

Leipzig

100%

2

6.

Objekta Fütingsweg GmbH

Monheim am
Rhein

94%

5

7.

PREOS 4. Beteiligungsges. mbH

Leipzig

100%

2

8.

PREOS 5. Beteiligungsges. mbH

Leipzig

100%

2

9.

PREOS 6. Beteiligungsges. mbH

Leipzig

100%

2

10.

LVG Niederolm GmbH

Tholey

94%

9

11.

PREOS 7. Beteiligungsges. mbH

Leipzig

100%

2

12.

PREOS 8. Beteiligungsges. mbH

Leipzig

100%

2

13.

PREOS 9. Beteiligungsges. mbH

Leipzig

100%

2

14.

PREOS 10. Beteiligungsges. mbH

Leipzig

100%

2

15.

PREOS 11. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

16.

PREOS 12. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

17.

PREOS 13. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

18.

PREOS 14. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

19.

PREOS 15. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

20.

PREOS 16. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

21.

PREOS 17. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

22.

PREOS 18. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

23.

PREOS 19. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

24.

PREOS 20. Beteiligungsges. mbH

Leipzig

100%

2

Intended for portfolio
expansion

Holding company
Portfolio management
company
Portfolio management
company
Intermediate holding
company
Portfolio management
company
Portfolio management
company
Portfolio management
company
Intermediate holding
company
Portfolio management
company
Portfolio management
company
Portfolio management
company
Portfolio management
company
Portfolio management
company
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(5) Changes to the group of consolidated companies during the period under review
Acquisition of Objekta Fütingsweg GmbH
By a notarised purchase and transfer agreement dated 28 May 2018, PREOS 3. Beteiligungsgesellschaft mbH acquired 94% of the shares in Objekta Fütingsweg GmbH for a provisional purchase price of EUR 10,525,180. Objekta Fütingsweg GmbH has its registered office
in Monheim am Rhein. The objects of the company are the purchase of real estate, the management of its own properties and trading in its own properties and land. The company is the sole
proprietor of the “Fütingsweg” site and office property in Krefeld.
The acquisition of Objekta Fütingsweg GmbH was not classified as a business combination in
accordance with IFRS 3, as the company does not operate a business within the meaning of
IFRS 3. Instead, the purchase of the shares was treated as the acquisition of a group of assets
and liabilities (aggregated group of assets and liabilities which do not constitute a business).
Objekta Fütingsweg GmbH was fully consolidated in the consolidated financial statements of
PREOS AG in accordance with the requirements of IFRS 10. The date of initial consolidation
was 12 October 2018.
The consideration paid to acquire 94% of the shares in Objekta Fütingsweg GmbH amounted to
EUR 10,771,741 (including incidental transaction costs). The acquisition costs were allocated to
individual identifiable assets and liabilities of the company at the acquisition date based on their
fair values. The fair values of Objekta Fütingsweg GmbH’s identifiable assets and liabilities at
the acquisition date were as follows:

in EUR
Non-current assets
Current assets
Cash
Assets acquired
Non-current liabilities
Current liabilities

fair values at the acquisition
date
17,676,682
2,405,448
313,848
20,395,978
8,883,559
61,727

Liabilities assumed

8,945,286

Net assets (100%)

11,450,692

of which non-controlling interests
Cost of acquisition

678,952
10,771,740

Acquisition of LVG Nieder-Olm GmbH
By a notarised purchase and transfer agreement dated 13 August 2018, PREOS 6. Beteiligungsgesellschaft mbH acquired 94% of the shares in LVG Nieder-Olm GmbH for a provisional purchase price of EUR 1,769,016. LVG Nieder-Olm GmbH has its registered office in
Tholey. The object of the company is the leasing and management of real estate, in particular
the property in Nieder-Olm. The company is the sole proprietor of the “Am Hahnenbusch 4”
site and office property in Nieder-Olm.
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The acquisition of LVG Nieder-Olm GmbH was not classified as a business combination in accordance with IFRS 3, as the company does not operate a business within the meaning of IFRS
3. Instead, the purchase of the shares was treated as the acquisition of a group of assets and liabilities (aggregated group of assets and liabilities which do not constitute a business).
LVG Nieder-Olm GmbH was fully consolidated in the consolidated financial statements of
PREOS AG in accordance with the requirements of IFRS 10. The date of initial consolidation
was 21 November 2018.
The consideration paid to acquire 94% of the shares in LVG Nieder-Olm GmbH amounted to
EUR 1,995,340 (including incidental transaction costs). The acquisition costs were allocated to
individual identifiable assets and liabilities of the company at the acquisition date based on their
fair values. The fair values of LVG Nieder-Olm GmbH’s identifiable assets and liabilities at the
acquisition date were as follows:

in EUR

Fair values at acquisition date

Non-current assets
Current assets
Cash

7,721,948
31,116
117,162

Assets acquired

7,870,226

Non-current liabilities

4,358,620

Current liabilities

1,394,639

Liabilities assumed

5,753,259

Net assets (100%)

2,116,967

of which non-controlling interests
Cost of acquisition

121,627
1,995,340

C. Significant accounting policies
Fair value measurement
The fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. A fair value measurement assumes that the transaction to sell the asset or transfer the liability takes place either:
-

in the principal market for the asset or liability; or

-

in the absence of a principal market, in the most advantageous market for the asset or
liability.

The entity must have access to the principal (or most advantageous) market. An entity shall measure the fair value of an asset or a liability using the assumptions that market participants would
use when pricing the asset or liability, assuming that market participants act in their economic
best interest.
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The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.
All assets and liabilities whose fair value is to be determined or presented in the financial statements are classified according to the fair value hierarchy described below, based on the lowest
level input that is significant to the entire measurement of fair value.
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are observable on the market, either directly or indirectly.
Level 3: Measurement methods whose lowest level inputs that are significant to the entire measurement of fair value are not observable on the market.
For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether any transfers between levels of the fair value hierarchy have occurred
by reviewing their classification at the end of the reporting period (based on the inputs at the
lowest level that is significant to the entire measurement of fair value).
Classification as current or non-current
The Group classifies its assets and liabilities into current and non-current assets or liabilities in
the statement of financial position. An asset is classified as current if:
•

it is expected to be realised within a normal operating cycle or is held for sale or consumption within that period, or

•

it is expected to be realised within twelve months after the reporting period, or

•

it is cash or a cash equivalent unless the asset is restricted from being exchanged or used
to settle a liability for at least twelve months after the reporting period.

All other assets are classified as non-current.
A liability is classified as current if:
•

the liability is expected to be settled within a normal operating cycle,

•

the liability is expected to be settled within twelve months after the reporting period or

•

the entity does not have an unrestricted right to defer the liability for at least twelve
months after the reporting date (e.g., in the event of a breach of loan terms and conditions).

All other liabilities are classified as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.
Acquisition of assets and business combinations
When control over a subsidiary is obtained or assets are acquired, it must be assessed whether the
relevant transaction constitutes a business combination in accordance with IFRS 3 or an acquisition of a group of assets or net assets (aggregated group of assets and liabilities). If in addition to
assets and liabilities, a business comprising an integrated set of activities is acquired, this constitutes a business combination, which must be accounted for in accordance with IFRS 3. For example, the business processes conducted in the areas of property management, accounts receivable management and accounting constitute an integrated set of activities. The employment of staff
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by the acquired property management company would also represent an indication that a business
has been acquired.
Financial assets
The PREOS Group only has financial assets that are measured at amortised cost in accordance
with IFRS 9.4.1.2. They consist principally of loans to third parties and receivables for rent or
incidental rental charges which also have no significant impact on the Group's financial condition
and results of operations. This is reflected in a reduction of the scope of reporting.
The financial assets are derecognised when the contractual rights to the cash flows from the financial assets expire or the rights to receive the cash flows are transferred in a transaction in which
substantially all of the risks and rewards associated with ownership of the financial asset are also
transferred.
Impairment of financial assets
Given its business model and tenant structure, the Group is not exposed to any high risk of impairment. The PREOS Group makes use of the simplified impairment model in accordance with
IFRS 9.5.5.15 and always measures the loss allowance required at an amount equal to lifetime
expected credit losses.
Financial liabilities
Loan liabilities and other liabilities are initially recognised at fair value less transaction costs.
After initial recognition the liabilities are measured at amortised cost using the effective interest
method.
Financial liabilities are derecognised when they are extinguished i.e. when the obligations specified in the contract have been discharged or cancelled or have expired.
Leases
The Group functions as both a lessor and a lessee in the context of property leases.
The economic ownership of the leased assets is derecognised by the lessor if all material risks and
rewards associated with the asset have been transferred to the lessee (finance lease). Leases under
which a material share of the risks and rewards associated with ownership of the leased asset
remains with the lessor are classified as operating leases. Payments made in connection with an
operating lease are recognised by the lessor through profit or loss on a straight-line basis over the
term of the lease.
Recognition of revenue and expenses
Revenue is recorded when it is probable that the economic benefits will flow to the Group and
the amount of the income can be reliably determined. In keeping with the Group's business model,
rental income is recognised on a pro rata and monthly basis in accordance with IFRS 16. Income
from the sale of real estate is recorded as soon as the property is available to the buyer. Income
from incidental rental charges is recognised in accordance with IFRS 15 and is not offset against
the corresponding expenses, since the Company bears the inventory risk and also because PREOS
is regarded as a service provider by the tenant.
Interest income and expenses are recognised on a time proportion basis taking account of the
outstanding receivable or liability and the effective interest rate over the remaining term.
Expenses are recognised as soon as they are incurred.
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Cash flow statement
The cash flow statement presents the movements in the Group’s cash flows in the reporting period. In the consolidated financial statements, cash flow from operating activities is calculated
using the indirect method, with earnings before taxes being adjusted to remove non-cash items
and to incorporate cash items. The cash flow statement presents cash flow from operating activities, from investing activities and from financing activities.
Significant judgements, estimates and assumptions
When preparing the consolidated financial statements, the Executive Board makes estimations
and assumptions about expected future developments on the basis of the state of affairs at the
balance sheet date. The resulting estimates may differ from actual subsequent circumstances. In
this event, corresponding adjustments are made prospectively to the assumptions and the carrying
amounts of the assets or liabilities concerned where necessary.
Estimates and assumptions are subject to continual review and are based on experience and other
factors, including expectations as to future events, which appear reasonable in light of the relevant
circumstances.
The Executive Board has made the following estimates when applying the accounting policies,
which have a material impact on the amounts reported in the consolidated financial statements:
-

Market values for investment properties are based on the findings made by the independent experts engaged for this purpose. This valuation is based on discounted future revenue
surpluses, which are calculated in accordance with the German income capitalisation approach (Ertragswertverfahren). To perform the valuation, the experts must estimate factors which directly affect the fair value of investment properties such as future rental
income, vacancy rates, maintenance and modernisation work, renovation costs, remaining useful lives and applicable property yields.

-

Estimates also affect how impairment losses are calculated for financial assets. In this
connection, the default risks to which financial assets are exposed must be assessed and
the respective expected credit losses must be estimated.

-

Deferred taxes: The Executive Board decides the extent to which future loss carryforwards can be utilised based on current projections. Decisions are thus taken based on the
expected taxable profits of each company, which generally correlate to the fair value of
the properties held by the respective companies. Current taxable rental income is exempt
from trade tax. The Executive Board determines an appropriate rate of tax for the purpose
of calculating deferred taxes in this context.

-

Provisions are subject to a variety of assumptions in relation to the probabilities of occurrence and the amounts to be utilised. All information known at the time the financial
statements are prepared is taken into account when decisions are made.

The Executive Board has exercised the following judgements when applying the accounting policies, which have a material impact on the amounts reported in the consolidated financial statements:
-

At every reporting date, the Executive Board must decide whether the properties held by
the Group should be held long-term for the purpose of leasing them, held for capital appreciation, or held for sale. Depending on this decision, the properties are reported either
as investment property, inventories or non-current assets held for sale. This decision re-
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quires a great deal of discretionary judgement, as it is not possible to predict circumstances leading to a particularly beneficial sale of properties generally held long-term for
the purpose of leasing them or held for capital appreciation.
-

When property management companies are acquired, it must be decided whether this
constitutes the acquisition of a business. If in addition to assets and liabilities a business
(integrated set of activities) is acquired, this constitutes a business combination. For example, the business processes conducted in the areas of asset and property management,
accounts receivable management and accounting constitute an integrated set of activities.
The employment of staff by the company purchased is also a significant indication that a
business has been acquired.
When financial instruments are initially recognised, it must be decided which measurement category applies to them.

D. Notes to the consolidated statement of financial position
(1) Property, plant and equipment
Property, plant and equipment are recognised at cost less cumulative depreciation and writedowns. Cost includes the expenditures directly attributable to acquisition. Subsequent costs are
only recognised if it is probable that future economic benefits will accrue to the Company. Repairs
and maintenance are expensed in the statement of comprehensive income in the financial year in
which they are incurred.
Depreciation is recognised on a straight-line basis over the estimated useful lives of the assets,
which is usually between three and fifteen years. The depreciation methods used and economic
lives are reviewed at each reporting date and, if necessary, adjusted.
The carrying amounts are tested for impairment if there are indications that the carrying amounts
exceed the recoverable amounts of the assets.
Gains and losses on the disposal of assets are calculated as the difference between the net disposal
proceeds and the carrying amount, and recognised through profit or loss.
Property, plant and equipment and intangible assets as at 31 December 2018 include motor vehicles with an amount of EUR 55,000.00 as well as operating and office equipment (EUR 2,268.75).
(2) Investment property
Investment property includes all properties held long-term for the purpose of generating rental
income or capital appreciation and not held for use by the Company or sale in the ordinary course
of business.
Investment property is recognised upon acquisition at cost plus incidental acquisition costs.
Where the acquisition takes the legal form of a share deal, cost is derived from the purchase price
of the shares plus liabilities assumed and minus assets received. In subsequent periods, investment
property is measured at fair value. The fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Ongoing maintenance costs are expensed in the statement of comprehensive
income. Modernisation work going beyond ongoing maintenance is capitalised if it is probable
that future economic benefits will accrue from it to the Company. Measurement gains and losses
are presented in the consolidated income statement in the item “Gain or loss on measurement of
investment property”.
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Investment property is not traded in an active market and is instead measured using inputs which
do not derive from observable market data (level 3).
The fair value of investment property is generally calculated using external expert opinions based
on up-to-date market data and recognised valuation procedures. Property is valued in accordance
with the provisions of the German Regulation on the Valuation of Property (Immobilienwertermittlungsverordnung, “ImmoWertV”). This includes application of the German income capitalisation approach (Ertragswertverfahren).
In accordance with the requirements of IFRS 13, the highest and best use of investment properties
must be assumed if the reporting entity can obtain such use when realising the property.
The Group's management is involved in and oversees the process for valuing investment property.
It performs a plausibility check of the available results and verifies them against its own estimates.
Investment property is derecognised upon disposal or if it becomes permanently unusable and no
future economic benefit is expected to arise upon disposal. Gains or losses on sale or closure are
recognised in the year of the sale or closure. The gain or loss is the difference between the sale
price and the carrying value plus selling costs.
Properties are transferred from investment property to another item on the statement of financial
position if there is a change in use as evidenced by the Group starting to use the property itself or
by the property starting to be developed with a view to being sold.
Investment property comprises properties held for the purpose of generating rental income or
capital appreciation and not held for use by the Company or sale in the ordinary course of business.
The fair values of investment property developed as follows during the period under review:
in EUR

2018

Carrying amounts as at 1 Apr.

0

Purchases (+)

86,212,425

Increases in fair value (+)

7,417,575

Carrying amounts as at 31 Dec.

93,630,000

The purchases reflect the acquisition of 10 properties in Ratingen, Cologne, Roßdorf, Sindelfingen, Grafingen, Waltrop, Nieder-Olm and Krefeld.
The prepayments amounting to EUR 109,211 reported in the consolidated financial statements
relate to properties for which the transfer of benefits and burdens is expected to occur during
2019. Purchase agreements already entered into have generated payment obligations in the
amount of EUR 6.38 million.

EUR

Measurement
date

Total

Quoted
price in active markets
(Level 1)

Significant observable input
(Level 2)

Significant unobservable input
(Level 3)

Assets and liabilities measured at fair
value

Investment property

Oct. 18

93,630,000

93,630,000

288

Fair value measurement for investment property is performed at Level 3 of the measurement hierarchy in accordance with IFRS 13 (measurement based on unobservable inputs).
The following overview shows the principal assumptions applied for the purpose of measuring
the fair value of investment property in the context of valuation using the income capitalisation
method:
Range

31 Dec. 2018

Market rent in EUR/m²

5.00-16.00

Property yield in %

3.5%-5.0%

Remaining useful life in years

37-50

The respective ranges indicated do not reflect any abnormal individual cases. The assumptions
applied for the purpose of valuing the properties were made by the independent appraiser on the
basis of experience over many years.
The property yield, the underlying rents and the useful life were identified as significant value
drivers affected by the market. The effects of potential fluctuations in these parameters are presented below independently of each other in each case. Interdependencies between the parameters
are possible but cannot be quantified due to the complexity of the interactions.
31 Dec. 2018

Property yield
-0.5%-points

Rent

0.5%-points

-10.00%

Useful life
10.00%

-5 years

+5 years

Changes in value
in EUR

9,070,000

-7,880,000

-9,290,000

9,400,000

-3,180,000

2,740,000

10%

-8%

-10%

10%

-3%

3%

in %

(3) Other non-current financial assets
Other non-current financial assets break down as follows:
in EUR

31 Dec. 2018

1 Apr. 2018

Receivable due from Fütingsweg non-controlling interests

684,829

0

Receivable due from Nieder-Olm non-controlling interests

121,627

0

Total

806,456

0

The loans are for an indefinite term, are unsecured and may be redeemed for the first time on 30
June 2021 subject to a three-month notice period.
(4) Trade receivables
Trade receivables arise solely in connection with property leasing and do not bear interest. Valuation allowances are recognised on the basis of the age structure and depending on whether the
amounts are due from active or former tenants. At 31 December 2018, trade receivables amounted
to EUR 367,043. No valuation allowances were recorded.
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(5) Other current financial assets
Other current financial assets break down as follows:
in EUR

31 Dec. 2018

1 Apr. 2018

VAT receivable

390,538

10,456

Receivables due from former shareholders

251,243

235,037

Prepaid expenses

249,581

0

Creditors with debit balances

119,000

0

43,041

277

1,053,403

245,770

Other assets
Total

The prepaid expenses consist primarily of premiums for subsequent years paid to insurance companies in advance.
(6) Cash and cash equivalents
Cash and cash equivalents comprise current account balances on the business accounts of the
companies included in consolidation, which are recognised at their nominal amounts. Changes in
cash and cash equivalents are shown in the consolidated statement of cash flows. Cash and cash
equivalents amounting to EUR 390,034 are restricted.
(7) Equity
By resolution of the shareholders' meeting on 16 February 2018, the subscribed capital of PREOS
Real Estate AG (at that time still a limited liability company (Gesellschaft mit beschränkter Haftung, “GmbH”)) was increased by EUR 21,975,000 from EUR 25,000 to EUR 22,000,000 by the
issue of 21,975,000 new shares with a par value of EUR 1 each. The capital increase was recorded
in the commercial register on 9 March 2018.
Upon the change of legal form to a stock corporation (Aktiengesellschaft, "AG"), the share capital
was divided into 22,000,000 no-par value bearer shares which were converted into registered
shares in April of that year.
By resolution of the Annual General Meeting on 25 April 2018, the Executive Board was authorised, subject to the Supervisory Board's consent, to increase the share capital by the issue of up to
a total of 11,000,000 new registered ordinary shares with no nominal amount (no-par value
shares) but by up to a maximum of EUR 11,000,000 against cash contributions and/or contributions in kind on one or more occasions until 24 April 2023, whereby the shareholders' subscription
rights may be excluded (Authorised Capital 2018/II).
Also by resolution of the Annual General Meeting on 25 April 2018, the share capital was conditionally increased by EUR 11,000,000 divided into 11,000,000 no-par value registered shares
(Contingent Capital 2018). The conditional capital increase serves the purpose of granting registered no-par value shares to the owners or bondholders of convertible bonds and/or warrant-linked
bonds, profit participation rights and/or participating bonds.
An amount of EUR 896,805 reported within equity was attributable to non-controlling interests
as at 31 December 2018.
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At the reporting date, the non-controlling interests were held solely in Objekta Fütingsweg GmbH
and LVG Nieder-Olm GmbH. The combined financial information derived for these two companies is as follows:
in EUR
Revenue
Comprehensive income

1 Apr. – 31 Dec. 2018
267,495
1,603,765
31 Dec. 2018

Non-current assets
Current assets
Non-current liabilities

27,850,000
3,039,613
397,866

Current liabilities

15,421,575

Net assets

15,070,172

Non-controlling interests in %
Non-controlling interests in EUR '000

6.00%
896,805

Changes to equity during the reporting period are presented in the statement of changes in equity.
(8) Tax assets and liabilities
Current tax assets and tax liabilities are recognised in the amount of the expected refund from or
payment to the taxation authority. The amount is calculated on the basis of the tax rates and tax
laws in force at the balance sheet date.
Deferred taxes are normally recognised in accordance with IAS 12 for all temporary differences
between the tax bases of the assets and liabilities and their carrying amounts in the IFRS financial
statements, as well as for tax loss carryforwards.
Deferred tax assets for tax loss carryforwards are measured at the amount at which it is probable
that the associated tax benefits will be realised on the basis of future taxable profits. The loss
carryforwards relate entirely to Germany and therefore in principle have no expiry date. The maturity structures of the unrecognised loss carryforwards have not been provided for this reason.
The tax rates underlying the calculation of deferred taxes were determined on the basis of the
statutory provisions currently in force. A tax rate of 15.83 percent for corporation tax and the
solidarity surcharge was used for Group companies. With respect to trade tax, it is assumed that
the extended reduction will apply to the real estate companies. No sales are anticipated in view of
the company object of portfolio management. In addition, the Executive Board assumes that properties can be sold without incurring any liability for trade tax due to the Company's tax structure.
Deferred tax assets and liabilities are not recognised on taxable temporary differences relating to
shares in Group companies, provided that the Group can control their reversal and they are not
expected to reverse in the foreseeable future.
Deferred tax assets and liabilities are offset at the level of the taxable entity if the Group has a
legally enforceable right to offset current tax assets against current tax liabilities, and they relate
to income taxes of the same taxable entity levied by the same tax authority.
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At 31 December 2018, the deferred tax assets and liabilities arose from temporary differences in
the following items in the statement of financial position:
in EUR

31 Dec. 2018

1 Apr. 2018

Tax loss carryforwards

719,406

0

Deferred tax assets before netting

719,406

0

-719,406

0

0

0

1,217,436

0

118,839

0

1,336,276

0

-719,406

0

616,869

0

Netting
Deferred tax assets after netting
Investment property
Financing costs
Deferred tax liabilities before netting
Netting
Deferred tax liabilities after netting

Changes to deferred taxes during the reporting period are presented in the table below:
in EUR

1 Apr. 2018

Income statement

31 Dec. 2018

Investment property

0

-1,217,436

-1,217,436

Financing costs

0

-118,839

-118,839

Loss carryforwards

0

719,406

719,406

Total

0

-616,869

-616,869

Corporation tax loss carryforwards have been recognised to almost their full extent. Unrecognised
loss carryforwards amount to less than EUR 50 thousand.
The reported tax expense differs from the theoretical figure produced by applying the Group's
average income tax rate to earnings before taxes:
in EUR
Earnings before taxes
Group tax rate
Expected tax expense at 15.83%

1 Apr. – 31
Dec. 2018
3,548,790
15.825%
561,596

Reconciliation due to tax effects:
- Prior-year corporation tax

-55,146

- Other effects

-49,459

Actual tax expense

456,991
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(9) Other non-current financial liabilities
The liabilities comprise a loan from TO-Holding GmbH to PREOS AG in the amount of EUR
11,000,000 and a loan from TO Holding 2 GmbH to PREOS AG of EUR 11,000,000 together
with interest accrued to 31 December 2018 (total EUR 22,101,260). Both companies belong to
Mr Olek. The loans carry interest of 4%, become due and payable on 31 December 2021 and were
granted without collateral. Both loan agreements include a right of tender. That right of tender
gives the lender the right to offer to contribute the borrower's loan, including any interest accrued
but not yet paid, into the borrower's share capital by way of an in-kind capital increase in exchange
for the issue of 2,213,688 new shares of the borrower. This conversion proposal was accepted by
PREOS AG on 7 February 2019 and the capital increase was entered in the commercial register
on 18 February 2019. Since neither of the loan agreements gave the lender the right to (cash)
repayment within 12 months, the loans are reported as non-current.
(10) Financial liabilities
Financial liabilities are measured at fair value on initial recognition and subsequently at amortised
cost using the effective interest method.
Current and non-current financial liabilities amounting in total to EUR 45,577,232 increased by
EUR 45,577,232 compared with 28 March 2018 (EUR 0). The detailed changes were as follows:

Cash

in EUR

1 Apr. 2018

Repayments

Non-cash
Increases /
Amortisation

Increases /
Amortisation

Additions /
Initial consolidation

31 Dec. 2018

Non-current financial liabilities

0

0

0

0

0

0

Current financial liabilities

0

-300,000

19,791,664

13,042,667

13,042,901

45,577,232

Total financial liabilities

0

-300,000

19,791,664

13,042,667

13,042,901

45,577,232

The additions on initial consolidation relate to the loan liabilities assumed as part of the share
deals. The non-cash increase reflects purchase price payments for real estate for which the purchase price was paid to the seller directly by the lender.
The financial loans are primarily secured by land charges (2018: EUR 48,605,183.00). Further
collateral is provided by the assignment of rental income and pledged bank balances.
(11) Income tax liabilities
The income tax liabilities of EUR 38,495 comprise tax provisions for current corporation tax
obligations of the acquired company LVG Nieder-Olm GmbH.
(12) Trade payables
The trade payables mostly consist of liabilities to Publity AG for finder’s fee and asset management services (EUR 1,255 thousand), legal and advisory costs, mainly in connection with the IPO
(EUR 412 thousand), as well as liabilities for the preparation of the valuation reports (EUR 99
thousand), insurances (EUR 116 thousand) and costs of preparing and auditing the financial statements (EUR 53 thousand).
(13) Other liabilities
Other liabilities break down as follows:
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in EUR

31 Dec.
2018

1 Apr. 2018

Liabilities in connection with the refinancing

996,000

0

Liabilities in connection with purchases

688,867

0

Interest accrual

428,283

0

Financial statements and audit costs

257,000

0

VAT payable

133,669

0

27,483

433,500

2,531,301

433,500

Other liabilities
Total

Preparatory steps were taken in 2018 for the planned refinancing of all financial liabilities in the
first quarter of 2019. This gave rise to expenses of EUR 996,000 for early repayment penalties
and other costs of the refinancing. The liabilities relating to purchases of real estate mostly comprise expenses for land transfer tax incurred by PREOS 4. Beteiligungsgesellschaft mbH as well
as for due diligence services. Accrued interest on the financial liabilities of EUR 428,283 was
recognised at the year-end. The financial statements and audit costs amounting to EUR 257,000
comprise expenses for the preparation of all the annual financial statements of subsidiaries, for
the first-time preparation of consolidated financial statements and for the audit of the consolidated
financial statements. The other liabilities at 1 April 2018 include a loan from TO-Holding GmbH
which was repaid on 18 April 2018.
E. Notes to the consolidated income statement
(1) Profit from property management
The PREOS Group has entered into lease agreements for the commercial letting of its investment
property. In light of the terms and conditions of the agreements including, for example, the fact
that the lease term does not represent a significant portion of the economic useful life of its commercial real estate, the Group has determined that substantially all the risks and rewards incidental
to ownership of the leased properties remain with the Group. Therefore, the Group accounts for
these leases as operating leases. The income from the operating leases is recognised on a straightline basis over the lease term in accordance with IAS 17 and reported under revenue due to its
operating nature. Because the net rents are usually paid in advance each month, the rent receivables fall due immediately.
Income from recharging operating costs falls within the scope of IFRS 15. The income is recognised over time according to the performance of the underlying service i.e. when control of the
service is transferred to the tenants. This requires that contractual arrangements with the tenants
have been entered into and that it is probable that the agreed consideration will be received. The
operating costs and the amounts recharged are accounted for in accordance with the principal
method. Tenants' advance payments of operating costs are due monthly together with the net rents
and are payable immediately. The expenses relating to operating costs and the corresponding income from amounts recharged to the tenant are presented in the consolidated income statement
without being offset. In so doing, the PREOS Group is following the current normal method of
presentation in order to enhance comparability.
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If a property is sold, the gain or loss is recognised when the risks and rewards incidental to ownership (possession, benefits and burdens) pass to the buyer.
The profit from property management amounting to EUR 909,129 breaks down as follows:
in EUR
Rental income

1 Apr. - 31 Dec. 2018
942,627

Income from operating and incidental costs
Income from property management

96,624
1,039,250

Property-related operating expenses

-130,121

Profit from property management

909,129

The property-specific operating expenses of EUR 130,121 mainly comprise expenses for thirdparty services relating to operating and incidental costs. All of the income and expenses are generated by investment property.
(2) Other operating income
Other operating income breaks down as follows:
in EUR

1 Apr. - 31 Dec. 2018

Prior-period income

37,866

Reimbursements of insurance premiums

21,318

Income from the derecognition of liabilities

26,048

Total

85,232

The prior-period income comprises the reimbursement of buildings insurance and land tax for
2017. Reimbursements of insurance premiums include the refund of buildings insurance for 2018.
Liabilities to former shareholders were also derecognised.
(3) Personnel expenses
Personnel expenses included:
in EUR
Management salaries
Flat-rate taxes
Total personnel expenses

1 Apr. - 31 Dec. 2018
180,000
2,301
182,301

At 31 December 2018 PREOS Real Estate AG employed two members of the Executive Board
and no other staff.

(4) Other operating expenses
Other operating expenses break down as follows:
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in EUR

1 Apr. - 31 Dec. 2018

Legal and advisory costs

673,727

Stock exchange listing and annual general meeting

565,790

Asset management

404,081

Capital increase and change of name

239,340

Financial statements and audit costs

218,552

Non-deductible input tax

124,415

Office costs

41,590

Travel and advertising costs

40,850

Remuneration of the Supervisory Board

33,333

Insurance

20,945

Incidental costs of money transactions
Miscellaneous
Total

9,475
126,386
2,498,485

The legal and advisory costs principally comprise costs for the audit of the annual financial statements for 2015 to 2017, expenses for the preparation of a reporting dashboard, expenses for the
valuation of the PREOS portfolio and fees payable to Deutsche Bank in connection with financing. The expenses of EUR 565,790 for the stock exchange listing and annual general meeting
reflect the expenses for the IPO in the current year (EUR 548,343) and the arrangement of an
ordinary and an extraordinary annual general meeting (EUR 17,447). The expenses for the stock
exchange listing were expensed in full since the listing was carried out without an additional
capital increase. The expenses for asset management result primarily from the asset management
agreement entered into with Publity AG.
(5) Financial income
The financial income mainly consists of pro rata interest income in connection with a depreciation
reserve for future investments (Ansparrücklage) maintained by Objekta Fütingsweg GmbH (EUR
3,175).
(6) Financial expenses
Financial expenses are broken down as follows:
in EUR

1 Apr. - 31 Dec. 2018

Early redemption penalties

916,000.00

Interest expenses for financial liabilities

872,581.70

Default interest from purchase agreement

278,039.82

Interest expenses for shareholder loans

101,260.28

Other interest expenses
Total

17,653.02
2,185,534.82
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The early redemption penalties represent fees for the redemption of the loans of Objekta Fütingsweg GmbH and LVG Nieder-Olm GmbH.
(7) Taxes on income
Taxes on income amounting to EUR 456,991 include expenses of EUR 616,869 for deferred taxes
and income from reimbursements of taxes for prior years of EUR 159,878.
(8) Earnings per share
Basic earnings per share is calculated as follows:
in EUR

Consolidated net profit/loss (in EUR)
Consolidated net profit/loss excl. non-controlling interests
Dilutive effects
Consolidated net profit/loss adjusted for dilutive effects
Number of shares (in units)
Shares outstanding at the reporting date
Weighted number of shares outstanding
Dilutive effects
Weighted number of shares outstanding (diluted)
Earnings per share (in EUR)
Basic earnings per share
Diluted earnings per share

1 Apr. - 31 Dec. 2018

3,091,799
2,995,573
0
2,995,573

22,000,000
22,000,000
0
22,000,000

0.14
0.14

Basic earnings per share is calculated by dividing the earnings attributable to the holders of shares
in the parent by the weighted average number of shares outstanding during the reporting period.
Disclosures pursuant to IAS 33.70 d.
TO-Holding GmbH and TO Holding 2 GmbH contributed the shareholder loans granted by them
together with accrued interest (EUR 22,136 thousand) to PREOS AG. A total of 2,213,688 shares
with an issue price of EUR 1.00 valued on the basis of EUR 10.00 per share were issued to the
shareholders in return. The share capital has therefore increased to EUR 24,213,688, divided into
the same number of no-par value shares. The capital increase in kind was recorded in the commercial register on 18 February 2019. The shares are entitled to participate in dividends from 1
January 2018.
Earnings per share calculated on the basis of these figures is as follows:
in EUR

1 Apr. - 31 Dec. 2018

Consolidated net profit/loss (in EUR) at 31 Dec. 2018

3,091,799

Consolidated net profit/loss excl. non-controlling interests

2,995,573

Dilutive effects
Consolidated net profit/loss adjusted for dilutive effects

0
2,995,573
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Number of shares (in units)
Initial volume at 1 Jan. 2019
Capital increase for contributions in kind
Total share capital

22,000,000
2,213,688
24,213,688

Earnings per share (in EUR)
Basic earnings per share

0.12

Diluted earnings per share

0.12

(9) Segment reporting
Internal reporting to the Executive Board of PREOS AG, which is the most senior management
body within the meaning of IFRS (management approach), is not subdivided into geographical
regions or business segments. The Group's real estate is situated exclusively in Germany. No
geographical segmentation is therefore prepared. The PREOS Group generates revenue amounting to 24.8% with one major customer, 20.84% with another major customer and 12.26% with a
third major customer, but this does not result in dependence as defined in IFRS 8.
F. Financial instruments and fair value disclosures
1.3 Risk management of financial instruments
Financial risk management is an integral component of the risk management system and so contributes to achieving the corporate objectives. The PREOS Group is exposed to a range of risks
in the course of its business activities, including interest rate risk, default risk, liquidity risk and
financing risk. These risks are controlled and managed by means of the Group's financial risk
management system. As part of its financial risk management approach, concentrations of risks
are also regularly monitored.
a) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in market rates of interest. The risk of fluctuations in market rates of
interest to which the Group is exposed arises mainly from variable-rate financial liabilities. At the
reporting date, loans granted by Münchener Hypothekenbank eG and Mainzer Volksbank eG with
a total nominal amount of EUR 25,685 thousand bear variable rates of interest. Since these loans
were redeemed early on 31 March 2019, however, the Group assesses interest rate risk as low. A
sensitivity analysis was therefore not performed.
b) General default risk
Default risk is the risk that business partners will be unable to meet their contractual payment
obligations, leading to a financial loss. The PREOS Group is exposed to default risks (particularly
in connection with trade receivables) in the course of its operating activities, as well as to risks
arising from its financing activities. The maximum default risk at the reporting date is represented
by the carrying amounts of its financial assets. Collateral received, such as security deposits, is
not deducted for the purpose of determining the maximum default risk since it is generally needed
for renovations.
The management of default risk is based on the Group's policy guidelines which apply across the
Group as a whole. In order to avoid cases of default, rules of conduct have been drawn up which
ensure that transactions are only entered into with business partners that have demonstrated a
satisfactory payment record in the past. Trade receivables are mainly due from tenants. A credit
assessment is carried out for new tenants prior to entering into an agreement. Security deposits or
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guarantees are obtained from the tenants in order to provide protection against the risk. The Group
assesses the risk concentration for potential default risks as low. A higher risk of default may
apply in the case of individual commercial properties, however, due to the tenant structure.
All of the PREOS Group's trade receivables due from third parties are of a short-term nature and
are normally due within a period of less than three months.
c) Liquidity risk
Responsibility for liquidity risk management rests with the Executive Board. An appropriate risk
management strategy has been implemented for the purpose of monitoring the risk of a potential
shortfall of liquidity. PREOS AG’s subsidiaries are supplied with financial resources via the
Group's internal cash pool. The current liquidity position is recorded on a regular and timely basis
at the level of the Group as a whole. The Company intends to employ a multi-year, integrated
financial planning process for the purpose of managing the business. This centrally managed
function will monitor the financial stability of the Group. The ongoing determination of liquidity
flows at the level of individual companies forms an integral part of this management system.
The contractually agreed (undiscounted) cash flows from primary financial liabilities including
interest payments at the respective reporting date are shown in the liquidity analyses below. The
analyses include all financial instruments held at the respective reporting date. Projected figures
for new liabilities in the future have not been included.
in EUR '000

2019

2020

2021

after 2021

0

0

27,483

0

49,040

0

0

0

Trade payables

2,002

0

0

0

Other financial liabilities (current)

2,397

0

0

0

53,439

0

27,483

0

Other financial liabilities (non-current)
Financial liabilities (current)

Total

The liquidity risk is derived from the figures in the statement of financial position as at 31 December 2018, and therefore includes the repayment (including interest) of both of the loans due
to TO Holding GmbH and TO Holding 2 GmbH which is due in the 2021 financial year. The
loans were contributed to the Company by means of a capital contribution in kind in 2019, so that
the payment obligation no longer existed at the date of preparation of the consolidated financial
statements.
d) Financing risk
The PREOS Group is reliant on the granting of loans and/or the issue of bonds for the purpose of
making further acquisitions. In addition, loans must be renewed or refinanced when they expire.
At the present time these risks can be classified as low for the PREOS Group, since the refinancing
was secured by means of a loan agreement with Hamburg Commercial Bank concluded on 25
March 2019.
There is also a risk that loans could become due for early repayment or terminated in the event
that companies within the PREOS Group fail to meet their obligations from existing financing
agreements. The PREOS Group could potentially be unable to secure refinancing in the short
term. All existing loan agreements in principle give rise to obligations to provide information to
the financing banks which the Group companies must comply with as their debtors. Depending
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on the particular loan, these information obligations range from the provision of key business
management figures or annual financial statements to reporting on compliance with financial covenants. The Executive Board is responsible for the ongoing monitoring of obligations from the
existing loan agreements and for reporting.
The Company's cash flow and possible future dividend payments are dependent on the financial
performance of its subsidiaries and investees, or must be topped up or replaced by debt capital if
necessary. The PREOS Group is reliant on generating sufficient liquidity from its real estate portfolio management activities to enable it to meet the expenditure on interest and repayments required by its existing financings. Emergency sales or the enforced realisation of real estate collateral could lead to significant financial difficulties for the Group.
1.4 Additional disclosures in relation to financial instruments
e) Classification
The PREOS Group classifies and accounts for financial assets and financial liabilities on initial
recognition according to the categories specified in IFRS 9. In accordance with the provisions of
IFRS 9, financial instruments are categorised as carried either at amortised cost, at fair value
through other comprehensive income or at fair value through profit or loss. Financial assets and
financial liabilities are initially recognised in the consolidated statement of financial position if
one of the Group companies becomes a party to a corresponding agreement. A financial instrument is initially recognised at fair value, including any transaction costs.
The classification of financial instruments required by IFRS 7.8 is based on the respective items
in the statement of financial position. The tables below present a reconciliation of the carrying
amounts for each IFRS 7 category (balance sheet item) to the measurement categories on the
individual reporting dates.

Measured at
fair value

Measured at amortised cost

Total
balance sheet
items

IFRS 7
category

Carrying
amount

Fair value

Carrying
amount

31 Dec. 2018

Other financial assets (non-current)

Aac

806

806

0

806

Trade receivables

Aac

367

367

0

367

Other financial assets (current)

Aac

294

294

0

294

Other financial liabilities (non-current)

Flac

22,101

22,101

0

22,101

Financial liabilities (current)

Flac

45,577

46,443

0

45,577

Trade payables

Flac

2,002

2,002

0

2,002

Other financial liabilities (current)

Flac

2,397

2,397

0

2,397

in EUR '000

Assets

Equity and liabilities

Abbreviations of the IFRS 7 categories:
Aac Financial assets measured at amortised cost
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Flac Financial liabilities measured at amortised cost
f) Fair value disclosures
The determination of the fair values of the financial assets and liabilities for the purposes of measurement or explanatory disclosures in the notes was based on Level 3 of the fair value hierarchy.
Trade receivables, other current assets and cash and cash equivalents have short remaining maturities. Their carrying amounts at the reporting date are therefore approximately equal to their
fair values. The same applies to the short-term and variable-rate borrowings, trade payables and
other current liabilities.
The fair value of the long-term borrowings is determined by discounting the future cash flows.
The discounting is based on a market rate of interest for a similar term and level of risk.
g) Net gain or loss from financial assets and liabilities
The net gains and losses arising from financial instruments in the 2018 financial year were as
follows:
Net gain or loss 1 Apr. – 31 Dec. 2018
IFRS 7
in EUR '000

Income/

category

Interest

expenses

Total

Financial assets measured at amortised cost

Aac

0

0

0

Financial liabilities measured at amortised cost

Flac

-2,169

26

-2,143

The interest income and interest expenses are reported in financial income and financial expenses,
respectively. The financial expenses for the financial liabilities measured at amortised cost also
include adjustments in connection with the effective interest method.
G. Other disclosures
(1) Minimum lease payments from operating leases
Claims to minimum lease payments from long-term operating leases generally arise from the
leasing of commercial real estate. There are no further claims to minimum lease payments. The
minimum lease payments comprise the rental income excluding rechargeable operating costs.

Operating lease disclosures pursuant to IAS 17.56

in EUR '000

Total future minimum lease payments under non-cancellable operating
leases as lessor

2019

2020 - 2023

From 2024

Up to 1 year

1 – 5 years

Over 5 years

5,026

4,216

7,299

The minimum lease payments (net basic rent) during the reporting period amounted to EUR
942,627.
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(2) Other financial obligations and contingent liabilities
The significant rental and lease obligations at 31 December 2018 were as follows:
in EUR '000

31 Dec. 2018

Rental and lease obligations
- Within one year

120

- Due in between 1 and 5 years

480

- Due in over 5 years

840

Total

1,440

These financial obligations arise from the rental agreement with Publity AG for the office space
in Leipzig.
There are also other financial obligations resulting from an asset management agreement with
Publity AG. This agreement has been entered into for a period of 10 years and contains fixed
remuneration components based on the real estate assets under management, as well as variable
remuneration in connection with purchases and sales. Based on the values applicable at the reporting date 31 December 2018, the other financial obligations amount to at least EUR 1,296
thousand per annum.
(3) Related party disclosures
In accordance with IAS 24 "Related Party Disclosures", related parties include parent companies
and subsidiaries as well as subsidiaries of a common parent, associates, the management of the
entity and legal persons significantly influenced by the management. Transactions between
PREOS Real Estate AG and its consolidated subsidiaries are eliminated on consolidation and are
therefore not disclosed in the notes.
The material transactions that took place between the Group and related parties were as follows:
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Transactions with related parties

Services received from related parties

Purchases from related parties

Liabilities to related parties*

EUR

EUR

EUR

1,245,242

60,000

1,254,536

Interest expenses

Liabilities to related
parties

EUR

EUR

Shareholder loan from TO-Holding GmbH

50,630

11,050,630

Shareholder loan from TO-Holding 2 GmbH

50,630

11,050,630

Related parties of the ultimate parent company of
PREOS Real Estate AG:

Publity AG

* The amounts have been classified as trade payables.

Please refer to the following section for details of the remuneration of the Executive Board and
of the Supervisory Board.
(4) Executive Board and Supervisory Board
The members of the Executive Board of PREOS Real Estate AG during the reporting period were
and currently are:

• Thomas Olek, CEO

(until 2 October 2018)

• Frederik Mehlitz, CEO

(from 2 October 2018)

• Libor Vincent, CFO

(from 2 October 2018)

The Executive Board received fixed remuneration during the reporting period. The total remuneration for all of the members of the Executive Board amounted to EUR 180,000.
The members of the Executive Board are also reimbursed for travel costs and expenses.

The members of the Supervisory Board of PREOS Real Estate AG during the reporting period
were and currently are:
Udo Roland Wahid Masrouki, management board member of FinanzNet Holding AG
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(Chairman of the Supervisory Board)
Stephan Noetzel, attorney, company attorney of Publity AG
(Deputy Chairman of the Supervisory Board)
Christoph Blacha, attorney, general manager/managing director of publity Performance
GmbH (KVG)
(Member of the Supervisory Board)
The members of the Supervisory Board received total remuneration for the reporting period
amounting to EUR 33,333.
(5) Audit fee
The audit fee for the 2018 financial year amounted in total to EUR 137 thousand, of which EUR
108 thousand relates to the audit of the financial statements and EUR 29 thousand relates to other
advisory services in connection with the IPO. No other services were provided.
(6) Capital management
The Group manages its capital with the objective of maximising the returns of its stakeholders by
optimising the ratio of equity to debt capital. This includes ensuring that all Group entities can
operate on a going concern basis. Consolidated equity reported in the financial statements is used
as an important key figure for capital.
As a stock corporation (Aktiengesellschaft), the Company is subject to the minimum capital requirements under German stock corporation law. The Group is also subject to the normal and
industry-specific minimum capital requirements of the financial sector, in particular in the context
of financing specific properties. These minimum capital requirements are constantly monitored.
The Group's capital structure is regularly reviewed by the risk management function. Key accounting ratios are calculated and projected in order to meet the banking industry's demands relating to external capital requirements. These also include capital service ratios and loan-to-value
figures for specific properties.
The equity ratio at the year-end was as follows:
in EUR '000

31 Dec. 2018

1 Apr. 2018

Equity (including non-controlling interests)

25,917

22,025

Total equity and liabilities

98,785

22,521

26.24%

97.80%

Equity ratio in %

The LTV amounted to 45.9% (1 Apr. 2018: n. a.). For details of the calculation, please refer to
the information in the Group management report.
(7) Events after the balance sheet date
On the basis of the authorisation granted through amendment of the articles of association on 25 April
2018, an increase in the share capital by EUR 2,213,688.00 to EUR 24,213,688.00 was implemented
on 7 February 2019. The increase took the form of the contribution in the kind of shareholder loans
previously granted in the amount of EUR 22,000,000.00 together with interest amounting to EUR
136,880.00 on the basis of a valuation of EUR 10.00 per share. The value of the contributions in kind
in excess of the issue price of the new shares is being transferred to the capital reserve within the
meaning of section 272 (4) no. 4 HGB.
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On 17 January 2019 the purchase agreement was signed for a commercial property in Oberhausen
with 2,500m2 and 70 parking spaces. The transfer of benefits and burdens is expected to take place in
the first half of 2019.
A loan agreement was concluded with Hamburg Commercial Bank on 25 March 2019 for the purpose
of financing new purchases of real estate and for refinancing the PREOS portfolio. The loan has a
volume of EUR 70 million and an interest rate of at least 3%.

No other events of particular significance to the financial condition and results of operations of
the PREOS Group have occurred since 31 December 2018.

Leipzig, 4 June 2019
PREOS Real Estate AG

__________________________

__________________________

PREOS Real Estate AG
Frederik Mehlitz
Executive Board

PREOS Real Estate AG
Libor Vincent
Executive Board
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Independent auditor's report

To PREOS Real Estate AG, Leipzig (formerly: AMG Immobilien Berlin GmbH, Bayreuth)
Audit Opinions
We have audited the consolidated financial statements of PREOS Real Estate AG, Leipzig, and
its subsidiaries (the Group), which comprise the consolidated statement of financial position as
at 31 December 2018, the consolidated income statement, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the period from 1 April to 31 December
2018 and the notes to the consolidated financial statements, including a summary of significant
accounting policies. We have also audited the Group management report, which has been combined with the Company's management report (referred to in the following as "combined management report"), of PREOS Real Estate AG, Leipzig, for the period from 1 April to 31 December 2018. In accordance with the German statutory requirements, we have not audited the contents of the concluding declaration on the dependent company report contained in Section 6 of
the combined management report in view of the Company's size classes.
In our opinion, on the basis of the knowledge obtained in the audit,
- the accompanying consolidated financial statements comply, in all material respects, with IFRS
as adopted by the EU, and the additional requirements of German commercial law pursuant to
section 315e (1) HGB and, in compliance with these requirements, give a true and fair view of
the assets, liabilities and financial condition of the Group as at 31 December 2018 and of its
results of operations for the period from 1 April 2018 to 31 December 2018
- the accompanying combined management report as a whole provides an appropriate view of
the Group’s position. In all material respects, this combined management report is consistent
with the consolidated financial statements, complies with German legal requirements and appropriately presents the opportunities and risks of future development. Our audit opinion on the
combined management report does not cover the content of the concluding declaration on the
dependent company report.
Pursuant to section 322 (3) sentence 1 HGB, we declare that our audit has not led to any reservations relating to the legal compliance of the consolidated financial statements and of the combined management report.
Basis for the Audit Opinions
We conducted our audit of the consolidated financial statements and of the combined management report in accordance with section 317 HGB and in compliance with German Generally
Accepted Standards for Financial Statement Audits promulgated by the Institut der
Wirtschaftsprüfer [Institute of Public Auditors in Germany] (IDW). Our responsibilities under
those requirements and principles are further described in the “Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements and of the Combined Management Report” section of our auditor’s report. We are independent of the Group entities in accordance with the
requirements of German commercial and professional law, and we have fulfilled our other German professional responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions on the consolidated financial statements and on the combined management report.
Other Information
The executive directors are responsible for the other information. The other information comprises the concluding declaration on the dependent company report. Our audit opinions on the
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consolidated financial statements and on the combined management report do not cover the other
information. Consequently we do not express an audit opinion or any other form of assurance
conclusion thereon.
In connection with our audit, our responsibility is to read the other information and, in so doing,
to consider whether the other information
-

is materially inconsistent with the consolidated financial statements, the combined management
report or our knowledge obtained in the audit, or

-

otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of the Executive Directors and the Supervisory Board for the Consolidated Financial Statements and the Combined Management Report
The executive directors are responsible for the preparation of the consolidated financial statements that comply, in all material respects, with IFRS as adopted by the EU and the additional
requirements of German commercial law pursuant to section 315e (1) HGB and that the consolidated financial statements, in compliance with these requirements, give a true and fair view of
the assets, liabilities, financial condition and results of operations of the Group. In addition, the
executive directors are responsible for such internal control as they have determined necessary
to enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, the executive directors are responsible for
assessing the Group’s ability to continue as a going concern. They also have the responsibility
for disclosing, as applicable, matters related to going concern. In addition, they are responsible
for financial reporting based on the going concern basis of accounting, unless there is an intention
to liquidate the Group or to cease operations, or there is no realistic alternative but to do so.
Furthermore, the executive directors are responsible for the preparation of the combined management report that, as a whole, provides an appropriate view of the Group’s position and is, in
all material respects, consistent with the consolidated financial statements, complies with German legal requirements, and appropriately presents the opportunities and risks of future development. In addition, the executive directors are responsible for such arrangements and measures
(systems) as they have considered necessary to enable the preparation of a combined management report that is in accordance with the applicable German legal requirements, and to be able
to provide sufficient appropriate evidence for the assertions in the combined management report.
The supervisory board is responsible for overseeing the Group’s financial reporting process for
the preparation of the consolidated financial statements and of the combined management report.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements and of the
Combined Management Report
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material misstatement, whether due to fraud or error, and whether
the combined management report as a whole provides an appropriate view of the Group’s position and, in all material respects, is consistent with the consolidated financial statements and the
knowledge obtained in the audit, complies with the German legal requirements and appropriately
presents the opportunities and risks of future development, as well as to issue an auditor’s report
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that includes our audit opinions on the consolidated financial statements and on the combined
management report.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with section 317 HGB and in compliance with German Generally Accepted Standards for Financial Statement Audits promulgated by the Institut der Wirtschaftsprüfer (IDW) will
always detect a material misstatement. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated financial statements
and this combined management report.
We exercise professional judgment and maintain professional scepticism throughout the audit.
We also:
-

Identify and assess the risks of material misstatement of the consolidated financial statements
and of the combined management report, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our audit opinions. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls.

-

Obtain an understanding of internal control relevant to the audit of the consolidated financial
statements and of arrangements and measures (systems) relevant to the audit of the combined
management report in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an audit opinion on the effectiveness of these
systems.

-

Evaluate the appropriateness of accounting policies used by the executive directors and the
reasonableness of estimates made by the executive directors and related disclosures.

-

Conclude on the appropriateness of the executive directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in the auditor’s report to the related disclosures in the consolidated financial
statements and in the combined management report or, if such disclosures are inadequate, to
modify our respective audit opinions. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause
the Group to cease to be able to continue as a going concern.

-

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and whether the consolidated financial statements present
the underlying transactions and events in a manner that the consolidated financial statements
give a true and fair view of the assets, liabilities, financial position and financial performance
of the Group in compliance with IFRS as adopted by the EU and the additional requirements
of German commercial law pursuant to section 315e (1) HGB.

-

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to express audit opinions on the consolidated
financial statements and on the combined management report. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for
our audit opinions.
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-

Evaluate the consistency of the combined management report with the consolidated financial
statements, its conformity with German law, and the view of the Group’s position it provides.

-

Perform audit procedures on the prospective information presented by the executive directors
in the combined management report. On the basis of sufficient appropriate audit evidence
we evaluate, in particular, the significant assumptions used by the executive directors as a
basis for the prospective information, and evaluate the proper derivation of the prospective
information from these assumptions. We do not express a separate audit opinion on the prospective information and on the assumptions used as a basis. There is a substantial unavoidable risk that future events will differ materially from the prospective information.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
Hamburg, 12 June 2019

Ebner Stolz GmbH & Co. KG
Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft

Dirk Heide
Wirtschaftsprüfer
(German Public Auditor)

Florian Riedl
Wirtschaftsprüfer
(German Public Auditor)
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5.

Interim consolidated financial statements for the period from 1 January 2019 to 30
June 2019 of PREOS Real Estate AG, Leipzig (IFRS) (unaudited)

PREOS Real Estate AG
Consolidated statement of financial position as at 30 June 2019

In EUR

30 Jun. 2019

31 Dec. 2018

Non-current assets
Property, plant and equipment

D.1

1,258,848

57,269

Investment property

D.2

102,750,000

93,630,000

Prepayments for investment property

D.2

80,661

109,211

Other financial assets

D.3

806,456

806,456

104,895,965

94,602,936

Trade and other receivables

415,627

367,043

Corporation tax receivable

429,324

203,449

Other financial assets

676,152

662,865

Other assets

381,342

390,538

11,683,056

2,557,678

13,585,502

4,181,573

118,481,467

98,784,509

24,213,688

22,000,000

19,861,849

0

Current assets

Cash and cash equivalents

Total assets

Equity
Subscribed capital

D.4

Capital reserves
Retained earnings
Net retained profits
Equity attributable to owners of the parent company
Non-controlling interests

2,864,571

24,906

264,180

2,995,573

47,204,288

25,020,479

730,768

896,805

47,935,056

25,917,284

Non-current liabilities
Financial liabilities

D.6

66,299,427

0

Other financial liabilities

D.7

1,288,863

22,101,260

Deferred tax liabilities

D.5

1,038,868

616,869

68,627,158

22,718,130

0

38,495

0

45,577,232

1,053,865

2,002,066

660,960

2,381,066

204,428

150,235

1,919,253

50,149,095

118,481,467

98,784,509

Current liabilities
Income tax liabilities
Financial liabilities

D.6

Trade payables
Other financial liabilities (current)
Other liabilities (current)

Total equity and liabilities

D.8
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Consolidated income statement
for the period from 1 January to 30 June 2019

In EUR

Income from property management

1 Jan.-30
Jun.

1 Apr.-30
Jun.

Pro forma
1 Jan.-30
Jun.

2019

2018

2018

3,478,244

20,123

20,123

-757,037

-17,034

-17,034

2,721,208

3,089

3,088

21,457

0

112,542

-238,761

0

0

-1,713,070

-467,559

-812,844

property

2,182,352

0

0

Earnings before interest and taxes (EBIT)

2,973,184

-464,470

-697,214

11

0

0

-2,184,899

-3,436

-3,436

788,297

-467,906

-700,650

-524,116

0

0

264,180

-467,906

-700,650

264,180

-467,907

-700,650

0

0

0

Basic earnings per share

0.01

-0.02

-0.05

Diluted earnings per share

0.01

-0.02

-0.05

Expenses from property management
Profit from property management
Other operating income

E.
1
E.
2

Personnel expenses
Other operating expenses

E.
3

Gain or loss on measurement of investment

Financial income
Financial expenses
Earnings before taxes
Taxes on income
Consolidated net profit/loss / comprehensive income

E.
4

of which attributable to:
Owners of the parent company
Non-controlling interests
Earnings per share (in EUR)

PREOS Real Estate AG
Statement of comprehensive income
for the period from 1 January to 30 June 2019

In EUR

Net profit for the period

1 Jan.-30 Jun.

1 Apr.-30 Jun.

Pro forma
1 Jan.-30 Jun.

2019

2018

2018

264,180

-467,906

-700,650

Other comprehensive income after tax

0

0

0

Total comprehensive income after tax

264,180

-467,906

-700,650
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Consolidated statement of changes in equity
for the period from 1 January to 30 June 2019
in EUR
Non-controlling
interests

Capital reserves

Retained earnings

Net retained profits

22,000,000

0

3,020,479

0

25,020,479

896,805

0

0

-10,550

0

-10,550

0

-10,550

22,000,000

0

3,009,929

0

25,009,929

896,805

25,906,734

0

0

0

264,180

264,180

0

264,180

2,213,688

19,923,192

0

22,136,880

22,136,880

0

-61,343

0

-61,343

-61,343

0

0

-113,675

0

-113,675

0

0

0

-31,683

0

-31,683

-166,037

-197,720

24,213,688

19,861,849

2,864,572

264,180

47,204,289

730,768

47,935,057

Subscribed capital

Capital reserves

Retained earnings

Net retained profits

As at 1 April 2018
Consolidated net
profit/loss / comprehensive income

22,000,000

0

24,906

0

22,024,906

0

22,024,906

0

0

0

-467,907

-467,907

0

-467,907

Other changes
As at 30 June 2018

0
22,000,000

0
0

0
24,906

0
-467,907

0
21,556,999

0
0

0
21,556,999

Pro forma
Non-controlling
interests

Pro forma

282,649

0

282,649

As at 31 December 2019
Initial application of
IFRS 16
As at 1 January 2019
Consolidated net
profit/loss / comprehensive income
Capital increase
Costs of raising capital
from capital increases
Adjustment on first-time
consolidation
Other changes
As at 30 June 2019

As at 1 January 2018
Consolidated net
profit/loss / comprehensive income
Capital increase
As at 30 June 2018

Total

Total equity

Subscribed capital

Non-controlling
interests

Total

25,917,284

-113,675

Total equity

Pro forma

Pro forma

Pro forma

Pro forma

Pro forma

Subscribed capital

Capital reserves

Retained earnings

Net retained profits

Total

25,000

0

257,649

0

0

0

0

-700,650

-700,650

0

-700,650

21,975,000
22,000,000

0
0

0
257,649

0
-700,650

21,975,000
21,556,999

0
0

21,975,000
21,556,999

Total equity
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Consolidated statement of cash flows
for the period from 1 January to 30 June 2019

In EUR

Consolidated net profit before tax.......................................................................................
Depreciation.................. ...........................................................
Measurement gain/loss
.........................................................................................................................

1 Jan.-30
Jun.

1 Apr.-30
Jun.

Pro forma
1 Jan.-30
Jun.

2019

2018

2018

788,297

(467,907)

(700,650)

60,499

0

0

(2,182,352)

0

0

(48,584)

0

0

Changes in assets and liabilities
(Increase) / decrease in trade receivables.................
(Increase) / decrease in other assets..............................................

(292,002)

(210,467)

(210,467)

(Decrease) / increase in trade payables..........

(860,441)

1,711,576

1,711,576

(Decrease) / increase in other liabilities.........................................................

(780,469)

(19,706)

(19,706)

Other non-cash income/expenses....................................................

(1,949)

0

232,743

Net cash flow from operating activities .......................................................

(3,317,001)

1,013,496

1,013,496

Payments for disbursed loans..........................................................................

0

0

0

(2,380,217)

(8,073,748)

(8,073,748)

0

0

0

(2,380,217)

(8,073,748)

(8,073,748)

0

0

0

(72,876)

0

0

Payments to minority shareholders .........................................................

0

0

0

Raising of a shareholder loan..................................................................................

0

0

0

42,888,018

0

0

(27,992,547)

(300,000)

(300,000)

14,822,596

(300,000)

(300,000)

9,125,377

(7,360,251)

(7,360,251)

2,557,678

22,275,004

22,275,004

11,683,056

14,914,753

14,914,753

Payments for purchases of investment property ....
Investments in tangible and intangible fixed assets......................................
Net cash flow from investing activities...........................................................
Capital contributions ...............................................................................................
Payment for costs of raising capital...........................................................

Proceeds from new financial liabilities
.........................................................................................................
Repayment of financial liabilities
.....................................................................................................
Net cash flow from financing activities......................................................
Changes in cash and cash equivalents.........................................................................................
Cash and cash equivalents at beginning of period................................................................................
Cash and cash equivalents at end of period................................................................................

Additional information on payment transactions
included in net cash flow from operating activities

Interest received.................................................................................................................
Interest paid..................................................................................................................
Income taxes paid.......................................................................................................

11

0

0

1,666,530

3,436

3,436

325,672

0

0
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Selected explanatory notes to the consolidated financial statements
for the period
from 1 January to 30 June 2019

A. General information
(1) Disclosures relating to the Company
PREOS Real Estate AG (referred to in the following as: PREOS AG) has its registered office at
Landsteinerstraße 6, Leipzig, Germany, as the parent company of the PREOS Group. The Company is registered in the commercial register of the Local Court (Amtsgericht) of Leipzig under
number HRB 34786. Its financial year is the calendar year.
The Company is listed in the m:access segment of the Regulated Unofficial Market (Open Market) of the Munich Stock Exchange. Admission to listing was granted on 20 December 2018.
The PREOS Group specialises as an active investor in the purchase, leasing and sale of commercial real estate (especially office properties) with value enhancement potential and attractive yield
parameters. Its investment activities focus on properties in preferred locations in Germany, especially in metropolitan regions. The aim is to create value by implementing a manage-to-core strategy, i.e. increasing the value of the properties through focused asset management measures, such
as technical upgrades and improving occupancy rates and the lease situation. The starting point is
to purchase the properties at the best possible price.
(2) Basis of preparation
These condensed interim consolidated financial statements of PREOS AG were prepared for the
period from 1 January to 30 June 2019. They were prepared in accordance with IAS 34 "Interim
Financial Reporting".
In accordance with IAS 34, these condensed interim consolidated financial statements are intended to provide an update on the latest complete set of annual financial statements and therefore
do not contain all of the information and disclosures required for consolidated financial statements. Accordingly, they focus on current developments and events, and do not duplicate information previously reported. These condensed interim consolidated financial statements of
PREOS AG as at 30 June 2019 should therefore always be read in conjunction with the consolidated financial statements prepared as at 31 December 2018.
All International Financial Reporting Standards (IFRS), International Accounting Standards
(IAS) and Interpretations of the IFRS Interpretations Committee (IFRS IC) which were mandatory for financial year 2019 were applied.
The presentation currency of the condensed interim consolidated financial statements of PREOS
AG is the euro (EUR). Unless otherwise indicated, all amounts are presented in EUR.
Both the figures for the period from 1 April to 30 June 2018 and the figures from 1 January to 30
June 2018 have been presented as comparative figures for the income statement, statement of cash
flows and the statement of changes in equity. The figures from 1 January to 30 June 2018 are
reported as pro forma figures. The presentation of the third column is intended to improve the
comparability of the figures, since the PREOS Group came into existence during 2018.
The condensed interim consolidated financial statements were approved for publication by the
Executive Board on 21 October 2019.
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B. Significant accounting policies and estimates
The adoption, for the first time, of the provisions of IFRS 16 "Leases" did not have any material
effect on PREOS AG's interim consolidated financial statements as compared to its consolidated
financial statements as at 31 December 2018. PREOS AG and its subsidiaries function as lessees
in few instances. In those instances, IFRS 16 only results in a slight increase in total assets, as
well as insignificant shifts between the amounts reported under various line items of the income
statement and the statement of cash flows. The changes to lessor accounting under IFRS 16 are
marginal and do not result in any significant changes for PREOS AG's interim consolidated financial statements.
Otherwise, the accounting policies applied in the interim consolidated financial statements as at
30 June 2019 are identical to those applied in the consolidated financial statements as at 31 December 2018.
Moreover, there were no material changes to the estimates used in the consolidated financial
statements as at 31 December 2018.
C. Consolidation principles and group of consolidated companies
There were no changes in consolidation principles or the group of consolidated companies in the
interim reporting period as compared to those applied in the consolidated financial statements as
at 31 December 2018. As previously, the group of consolidated companies as at 30 June 2019
comprised 24 companies including the parent.
D. Notes to the consolidated statement of financial position
(1) Property, plant and equipment
The property, plant and equipment of the PREOS Group rose by EUR 1,201,579 as at 30 June
2019. This increase was due to the recognition of the right-of-use asset relating to the sub-lease
with publity AG in accordance with IFRS 16. The right-of-use asset is depreciated on a straightline basis over the term of the agreement. This sub-lease was entered into for a term expiring on
31 December 2030. At 30 June 2019, the value of the right-of-use asset was EUR 1,209,491.
In addition, property, plant and equipment included PREOS AG's office and operating equipment
in the amount of EUR 49,356.25. This is recognised at historical cost less depreciation and writedowns. The assets are subjected to straight-line depreciation based on their useful lives.
(2) Investment property
Investment property is measured at fair value. The fair values changed as follows during the interim reporting period:
in EUR

2019

2018

93,630,000

0

Purchases (+)

6,903,098

86,212,425

Increases in fair value (+)

2,182,352

7,417,575

34,550

0

102,750,000

93,630,000

Carrying amounts at 1 Jan. 2019 and 1 Apr. 2018

Reclassifications from prepayments (+)
Carrying amounts at 30 Jun. 2019 and 31 Dec. 2018

Fair value measurement for investment property is performed at Level 3 of the measurement hierarchy in accordance with IFRS 13 (measurement based on unobservable inputs).
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The purchases reflect the acquisition of the Oberhausen property by PREOS 11. Beteiligungsgesellschaft mbH.
The increases in fair value were due mainly to the valuation of the properties in Sindelfingen,
Cologne, Nieder-Olm and Grafing.
The prepayments for investment property amounted to EUR 80,661 as at 30 June 2019 (31 December 2018: EUR 109,211) and included various prepayments by the Companies PREOS 12.,
PREOS 13., PREOS 14. and PREOS 16. Beteiligungsgesellschaft mbH.
(3) Other non-current financial assets
Other non-current financial assets did not change compared to 31 December 2018. The loans are
for an indefinite term, are unsecured and may be redeemed initially on 30 June 2021 subject to a
three-month notice period.
(4) Equity
TO-Holding GmbH and TO Holding 2 GmbH exercised their contractual right to contribute the
shareholder loans granted by them in autumn 2018 to PREOS. The loans were each for an amount
of EUR 11 million plus accrued interest amounting in each case to around EUR 68,444. A total
of 2,213,688 new PREOS shares valued on the basis of EUR 10.00 per share were issued to the
two shareholders at an issue price of EUR 1.00 per share. The amount of the in-kind contribution
in excess of the issue amount of the new shares was transferred to the capital reserves. The share
capital of PREOS increases to EUR 24,213,688, divided into the same number of no-par value
shares. The new shares will be included in the existing listing in the m:access segment of the
Munich Stock Exchange's Regulated Unofficial Market (Open Market).
The capital increase for contributions in kind was entered in the commercial register on 18 February 2019.
Changes to equity during the reporting period are presented in the statement of changes in equity.
The capital increase and the Company's change of name took place in the first quarter of 2018.
At 1 January 2018, the equity of PREOS Real Estate GmbH (formerly: AMG Immobilien Berlin
GmbH) amounted to EUR 25,000. On 16 February 2018, the share capital was increased by EUR
21,975,000 to EUR 22,000,000 through the issue of new shares at an issue price of 1 EUR each.
Upon the creation of the PREOS Group in March 2018, the share of earnings for the period from
1 January to 31 March 2018 was transferred to retained earnings which amounted to EUR 24,906
on 1 April 2018. The pro forma comparative period is assumed to run from 1 January to 30 June
2018, with the result that the share of earnings for the first quarter of 2018 is reported within the
profit/loss for the year to date.
(5) Tax assets and liabilities
The tax rates underlying the calculation of deferred taxes were determined on the basis of the
statutory provisions currently in force. A tax rate of 15.83 percent for corporation tax and the
solidarity surcharge was used for Group companies. With respect to trade tax, it is assumed that
the extended reduction will apply to the real estate companies. No sales are anticipated in view of
the company object of portfolio management. In addition, the Executive Board assumes that properties can be sold without incurring any liability for trade tax due to the Company's tax structure.
At 30 June 2019, the deferred tax assets and liabilities arose from temporary differences in the
following items in the statement of financial position:
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in EUR

30 Jun. 2019

31 Dec. 2018

Tax loss carryforwards

860,180

719,406

Deferred tax assets before netting

860,180

719,406

-860,180

-719,406

0

0

1,652,168

1,217,436

Financing costs

55,478

118,839

Lease liability

191,402

0

1,899,048

1,336,275

-860,180

-719,406

1,038,868

616,869

Netting
Deferred tax assets after netting
Investment property

Deferred tax liabilities before netting
Netting
Deferred tax liabilities after netting

Changes to deferred taxes during the reporting period are presented in the table below:
in EUR
Investment property
Financing costs
Loss carryforwards

31 Dec. 2018

Capital
reserves

Income statement

30 Jun. 2019

-1,217,436

0

-434,732

-1,652,168

-118,839

0

63,361

-55,478

719,406

0

-66,265

653,141

Leases

0

0

4,104

4,104

Costs of raising capital

0

11,533

0

11,533

-616,869

11,533

-433,531

-1,038,868

Total

Deferred tax assets were recognised in respect of all utilisable corporation tax loss carryforwards.
(6) Financial liabilities
A loan agreement was concluded with Hamburg Commercial Bank on 25 March 2019 for the
purpose of financing new purchases of real estate and for refinancing the PREOS portfolio. The
amount of the loan is EUR 70 million of which EUR 66,650,000 had been drawn down by 30
June 2019. The base interest rate is the EURIBOR plus a 3% margin, with a 3% minimum. The
loan was agreed with a term expiring on 31 March 2021; interest is paid quarterly with the total
principal due at final maturity.
The detailed changes in non-current financial liabilities totalling EUR 66,299,427 were as follows:

Cash

in EUR

Non-current financial liabilities

31 Dec. 2018

Repayments

0

Non-cash
Increases /
amortisation

Increases /
amortisation

Repayments

30 Jun. 2019

36,628,818

0

29,670,609

66,299,427

Current financial liabilities

45,577,232

-27,992,547

6,259,200

-25,571,182

1,727,296

0

Total financial liabilities

45,577,232

-27,992,547

42,888,018

-25,571,182

31,397,905

66,299,427
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A portion of the loan due to Münchener Hypothekenbank was repaid directly by a third party.
(7) Other financial liabilities (non-current)
Other non-current financial liabilities fell by EUR 20,812,398 as compared to 31 December 2018.
This was due to the conversion of the existing shareholder loans into equity as at 31 December
2018 (see also the details provided in (4) Equity). This disposal was offset through the recognition
of the non-current lease liability of EUR 1,158,552 from the sub-lease with publity AG in accordance with IFRS 16.
Profit and loss transfer agreements between PREOS 3. Beteiligungsgesellschaft mbH and Objekta
Fütingsweg GmbH and between PREOS 6. Beteiligungsgesellschaft mbH and LVG Nieder-Olm
GmbH were entered into on 21 May 2019. Because the PREOS Group holds an interest of only
94.9% in each of those companies, a settlement was agreed upon for the minority shareholders.
The amount of EUR 130,310 represents the value of the non-current portion of this obligation.
in EUR
Lease liability
Settlement payment due to minority shareholders
Shareholder loans
Total

30 Jun. 2019

31 Dec. 2018

1,158,552

0

130,310

0

0

22,101,260

1,288,863

22,101,260

(8) Other financial liabilities (current)
Other current financial liabilities declined by EUR 1,720,106 as compared to 31 December 2018.
This mostly reflected lower liabilities in connection with purchases of properties and with the
refinancing. In addition, interest for the first six months of the HCOB loan was fully paid as at 30
June 2019.

in EUR

30 Jun. 2019

31 Dec. 2018

Liabilities for costs of preparing and auditing financial statements

160,250

257,000

Payments in advance received

150,348

0

Liabilities in connection with purchases

97,947

688,867

Liabilities in connection with the refinancing

80,000

996,000

Lease liability

76,875

0

Settlement payment due to minority shareholders

36,255

0

Security deposit received

10,000

0

Interest accrual

0

428,283

Other liabilities

49,285

10,917

660,960

2,381,066

Total
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E. Notes to the consolidated income statement
(1) Profit from property management
The PREOS Group accounts for lease agreements for the commercial letting of its investment
property as operating leases. There were no changes in the interim reporting period in this respect
in comparison with the consolidated financial statements as at 31 December 2018. The lease instalments received under the operating lease agreements are recorded on a straight-line basis over
the term of the lease in accordance with the requirements of IFRS 16 and are reported in revenue
in view of their operating character. Consequently, the first-time application of IFRS 16 also resulted in no changes either in the recording or the presentation of the income compared with the
consolidated financial statements as at 31 December 2018.
The profit from property management amounting to EUR 2,721,208 breaks down as follows:
1 Jan.-30 Jun.
2019

1 Apr.-30 Jun.
2018

Pro forma
1 Jan.-30 Jun.
2018

3,017,574

20,123

20,123

460,670

0

0

3,478,244

20,123

20,123

Property-related operating expenses

-757,037

-17,034

-17,034

Profit from property management

2,721,208

3,088

3,088

in EUR
Rental income
Income from operating and incidental costs
Income from property management

All of the income from property management in the interim reporting period was generated from
investment property. The increase compared with the prior-year period is due to the fact that 2018
was a short financial year, as the Group came into existence during the year. Also, most of the
properties were acquired in the final quarter of 2018. The rental income for the previous year
relates to the property held by PREOS 1. Beteiligungsgesellschaft mbH which was purchased on
8 June 2018. The property-specific operating expenses of EUR 757,037 (30 June 2018: EUR
17,034; pro forma 30 June 2018: EUR 17,034) mainly comprise expenses for third-party services
relating to operating and incidental costs. There was no contribution to the profit from property
management before 1 April 2018 with the result that, in this case, the pro forma figures are the
same as the comparative figures for the previous year.
(2) Other operating income
Pro forma
1 Jan.-30 Jun.
2019

1 Apr.-30 Jun.
2018

1 Jan.-30 Jun.
2018

12,000

0

147

Prior-period income

4,713

0

0

Income from other benefits in kind

4,744

0

0

0

0

112,395

21,457

0

112,542

in EUR
Income from the reversal of provisions

Income from the sale of motor vehicles
Total

Other operating income amounted to EUR 21,457 as at 30 June 2019 (30 June 2018: EUR 0; pro
forma 30 June 2018: EUR 112,542). It included EUR 12 thousand in income from the reversal of
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provisions for an early redemption penalty, EUR 5 thousand in income from other benefits in kind
and EUR 4 thousand in prior-period income from the settlement of operating costs. In the pro
forma period from 1 January to 30 June 2018, other operating income amounted to EUR 113
thousand and included income from the sale of two motor vehicles in the upper price category.
The decrease was due to the fact that this income resulted from the Company's former business
activities, which were discontinued in favour of managing a property portfolio.
(3) Other operating expenses

in EUR

1 Jan.-30 Jun.
2019

Pro forma
1 Jan.-30 Jun.
2018

1 Apr.-30
Jun. 2018

Legal and advisory costs

732,637

216,341

230,623

Asset management

638,982

0

0

Travel and advertising costs

96,692

0

0

Insurance

71,274

0

0

Non-deductible input tax

62,591

29,611

29,611

Office costs

52,587

0

0

Incidental costs of money transactions

13,332

757

1,067

2,499

3,097

6,597

Stock exchange listing and annual general meeting

0

130,785

160,785

Capital increase and change of name

0

79,820

230,809

Expense from the sale of motor vehicles

0

Financial statements and audit costs

Miscellaneous
Total

146,143

42,478

7,148

7,209

1,713,070

467,559

812,844

Other operating expenses amounted to EUR 1,713,070 thousand as at 30 June 2019 (30 June
2018: EUR 467,559; pro forma 30 June 2018: EUR 812,844). They consist primarily of legal
and advisory costs amounting to EUR 732,637 (30 June 2018: EUR 216,341, pro forma 30 June
2018: EUR 230,623), asset management expenses of EUR 638,982 (30 June 2018: EUR 0, pro
forma 30 June 2018: EUR 0), travel and advertising costs in the amount of EUR 96,692 (30 June
2018: EUR 0, pro forma 30 June 2018: EUR 0) as well as insurance expenses of EUR 71,274 (30
June 2018: EUR 0, pro forma 30 June 2018: EUR 0) and non-deductible input tax of EUR 62,591
(30 June 2018: EUR 29,611, pro forma 30 June 2018: EUR 29,611). In the pro forma period from
1 January to 30 June 2018, other operating expenses included expenses for the stock exchange
listing and annual general meeting amounting to EUR 160,785, costs of the capital increase and
change of name of EUR 230,809 and expenses from the sale of motor vehicles in the amount of
EUR 146,143. The costs in connection with the capital increase and change of name and the
expense from the sale of motor vehicles were incurred almost entirely prior to the establishment
of the PREOS Group, and as a result they are not reflected in the 2018 consolidated financial
statements. The other operating expenses in the period from 1 April to 30 June 2018 mostly comprised legal and advisory costs amounting to EUR 216,341 and expenses for the stock exchange
listing and annual general meeting of EUR 130,785.
The year-on-year increase in other operating expenses as at 30 June 2019 was due principally to
asset management expenses which had only been incurred in the second half of 2018 after the
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acquisition of properties, and the increase in legal and advisory costs, which related mainly to the
refinancing in 2019.
(4) Financial expenses

in EUR

1 Jan.-30 Jun.
2019

Interest expenses for financial liabilities

1 Apr.-30 Jun.
2018

Pro forma
1 Jan.-30 Jun.
2018

2,123,693

0

0

Interest expenses for shareholder loans

35,620

0

0

Interest expense from leases

22,799

0

0

2,787

3,436

3,436

2,184,899

3,436

3,436

Other interest expenses
Total

The financial expenses amounted to EUR 2,184,899 as at 30 June 2019 (30 June 2018: EUR
3,436, pro forma 30 June 2018: EUR 3,436). The main reason for the increase is that the Group
was in the process of being established during the first six months of 2018 and no properties had
yet been acquired at that time, with the result that no interest expenses were incurred for financings. The financial expenses for the first half of 2019 comprise interest on the loan from
Münchener Hypothekenbank now redeemed, fees for the redemption and effective interest on the
new loan from Hamburg Commercial Bank.
(5) Earnings per share
Basic earnings per share is calculated as follows:

in EUR

Consolidated net profit/loss (in EUR)
Consolidated net profit/loss excl. non-controlling interests
Dilutive effects
Consolidated net profit/loss adjusted for dilutive effects
Number of shares (in units)
Shares outstanding at the reporting date
Weighted number of shares outstanding
Dilutive effects
Weighted number of shares outstanding (diluted)
Earnings per share (in EUR)
Basic earnings per share
Diluted earnings per share

1 Jan.-30
Jun. 2019

1 Apr.-30
Jun. 2018

Pro forma
1 Jan.-30
Jun. 2018

264,180
264,180
0
264,180

-467,907
-467,907
0
-467,907

-700,650
-700,650
0
-700,650

22,000,000
23,761,166
0
23,761,166

22,000,000
22,000,000
0
22,000,000

22,000,000
14,594,061
0
14,594,061

0.01
0.01

-0.02
-0.02

-0.05
-0.05

Basic earnings per share is calculated by dividing the earnings attributable to the holders of shares
in the parent by the weighted average number of shares outstanding during the reporting period.
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F. Other disclosures
(1) Related party disclosures
The material transactions that took place between the Group and related parties were as follows:
Transactions with related parties

Services received
from related parties

Purchases from
related parties

Liabilities
to related
parties*

EUR

EUR

EUR

H1 2019

746,149

0

780,172

H1 2018

551,980

0

656,856

FY 2018

1,245,242

60,000

1,254,536

Interest expenses

Liabilities to related parties

EUR

EUR

H1 2019

17,810

0

H1 2018

0

0

FY 2018

50,630

11,050,630

H1 2019

17,810

0

H1 2018

0

0

FY 2018

50,630

11,050,630

Related parties of the ultimate parent
company of PREOS Real Estate
AG:
Publity AG

* The amounts have been classified as trade payables.

Shareholder loan from TO-Holding
GmbH

Shareholder loan from TO-Holding
2 GmbH

(2) Risk reporting
With respect to the objectives and methods of the risk management system and the risks of future
business development, please refer to the risk reporting in the consolidated financial statements
as at 31 December 2018. There were no material or reportable changes in the risk structure of the
Group during the interim reporting period.
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(3) Other financial obligations
As disclosed previously as at 31 December 2018, there are financial obligations resulting from
the rental and leasing agreement with publity AG for the office premises in Leipzig.
in EUR '000

30 Jun. 2019

Rental and lease obligations
- Within one year

120

- Due in between 1 and 5 years

480

- Due in over 5 years

780

Total

1,380

Due to an asset management agreement with publity AG, other financial obligations per year in
relation to the values applicable at the reporting date 30 June 2019 amounted to at least EUR
1,424 thousand.
(4) Events after the balance sheet date
The purchase agreement for an office and technology centre in Lüdenscheid was notarised on 17
July 2019. Under the agreement, the PREOS Group acquired four office properties with a rental
space of around 10,100 square metres which are 90% let. The transfer of ownership took place in
the third quarter of 2019.
On 28 August 2019, the Annual General Meeting of PREOS AG resolved a capital increase for
contributions in kind with the exclusion of shareholders' subscription rights, in connection with
which publity AG intends to contribute 94.9% of the shares in publity Investor GmbH to the
Company in return for the issue of new shares in PREOS AG. The sale of the St. Martin Tower
in Frankfurt was implemented by publity Investor GmbH. In addition, the LES-3 office building
in Eschborn, just outside of Frankfurt, was acquired.

Leipzig, 21 October 2019
PREOS Real Estate AG

__________________________

__________________________

PREOS Real Estate AG
Frederik Mehlitz
Executive Board

PREOS Real Estate AG
Libor Vincent
Executive Board
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XXVII.ALTERNATIVE PERFORMANCE MEASURES
In this Prospectus and in other publications, the Issuer uses various performance indicators with
respect to its Group. The material financial key performance indicators ("KPIs") are FFO (funds
from operations), NAV (net asset value) in accordance with the guidelines of the European Public
Real Estate Association (EPRA), LTV (loan to value) and EBIT (earnings before interest and
taxes).
These financial KPIs are alternative performance measures ("APMs"). APMs are measures of
past or future financial performance, financial position or cash flows that are not defined or explained in the relevant generally accepted accounting principles (GAAP). APMs must not be considered as an alternative to the measures defined in the accounting standards. The Issuer has used
these APMs and further information in this Prospectus and other publications to measure the
Company's economic performance or because the Executive Board of the Company considers
them useful for investors. The APMs used may differ from identically named APMs used by other
companies in the real estate industry. The performance measures used by the Company should
not be regarded as an alternative to profit/loss after tax, revenue or any other measure of economic
performance defined in accordance with IFRS or the HGB. The APMs are of limited use as analytical tools and should not be considered in isolation or as a substitute for analysis of the results
reported in accordance with IFRS or the HGB. They may include or exclude items or amounts
that are otherwise included or excluded in calculating the most comparable IFRS or HGB performance measures. The APMs should be considered in conjunction with the Issuer's audited IFRS
consolidated financial statements for 2018, audited IFRS separate financial statements for 2018
and audited HGB annual financial statements for 2017 and 2018.
1.

Earnings before interest and taxes (EBIT)

Earnings before interest and taxes (EBIT) is a measure of profitability. It is primarily used to
facilitate an international comparison of the profitability of companies that have comparable business activities but feature different financing structures and are subject to different tax rates due
to being domiciled in different countries. The Issuer uses this performance measure because it is
reported separately in almost all corporate communications. It provides an overview of the Company's earnings from operations without the burden of financing expenses or taxes.
Earnings before interest and taxes (EBIT) is calculated as follows:
+
+/=

Profit from property management
Other operating income
Personnel expenses
Other operating expenses
Gain or loss on measurement of investment property
Earnings before interest and taxes (EBIT)

The profit from property management is calculated as follows:
Income from property management
- Property-related operating expenses
= Profit from property management
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Income from property management is calculated as follows:
Rental income
+ Income from operating and incidental costs
= Income from property management
Rental income includes all income generated from renting property that is not attributable to collecting prepaid operating and incidental costs.
Property-related operating expenses mainly comprise purchased third-party services relating to
operating and incidental costs.
Earnings before interest and taxes (EBIT) of EUR 5,731 thousand was reported in the Issuer's
audited IFRS consolidated financial statements for 2018. In accordance with the audited IFRS
separate financial statements for 2018, the Company's prior-year (2017) EBIT amounted to EUR
-479 thousand (2018: EUR 4,868 thousand).
2.

FFO (funds from operations)

FFO (funds from operations) is an important liquidity-based financial indicator that can be used
to present the sustained liquidity inflows resulting from continuing operations. One aim is to make
it transparent which funds are generated from operations to repay debt and make payments to
shareholders. Despite the key significance of FFO as a performance indicator, there is currently
no uniform definition of the constituent elements or process used to derive FFO, either in the
literature or in practice.
The Issuer calculates and publishes this performance measure for reasons including to satisfy the
public's need for information. At the same time, it presents the Issuer with a figure at Group level
for funds generated by and used in operations without specific non-recurring items.
The Issuer's FFO is calculated as follows:
+
+
+
+
+/-

=

Consolidated net profit/loss
Depreciation, amortisation and write-downs
One-time costs of realigning the business (non-recurring items)
One-time financing costs (non-recurring items)
Deferred taxes
Gain or loss on measurement of investment property
Prior-period income
FFO (funds from operations)

"One-time costs of realigning the business" and "One-time financing costs" are non-recurring
items that as such have no permanent impact on FFO and are thus eliminated.
FFO for the period from 1 April 2018 to 31 December 2018 amounted to EUR -2,038 thousand
(unaudited). There is no prior-year figure available since this was not calculated due to the different business activity at that time.
3.

NAV (net asset value)

Net asset value is calculated in accordance with the guidelines of the European Public Real Estate
Association (EPRA). It is used to present the Group's long-term equity without taking into account
the fair value of derivatives and deferred taxes. These items are eliminated since they are not
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expected to materialise when holding the portfolio over the long term. EPRA NAV also includes
fair value adjustments for all material balance sheet items that are not already measured at fair
value in the IFRS financial statements. Non-controlling interests must be eliminated. Diluted
NAV (e.g. adjusted for the potential effects of exercising the conversion option on convertible
bonds) is not calculated.
The Issuer calculates NAV both for its total equity and for the figure per share. In the real estate
industry, NAV is an important indicator for comparing the current share price with the figure
calculated on the basis of the balance sheet, particularly for listed companies.
NAV is calculated as follows:
-

+
+

+/=
/
=

Equity
Non-controlling interests
Deferred tax liabilities on investment property attributable to owners of the parent
Fair value of derivatives
Fair value adjustments of other assets and liabilities
NAV
Number of shares
NAV per share

As at 31 December 2018, NAV amounted to EUR 26,214 thousand (previous year: EUR 280
thousand) or EUR 1.19 per share (previous year: EUR 11.22 per share in the GmbH at EUR 1
each) (all figures unaudited).
4.

LTV (loan to value)

LTV is used to indicate the Company's debt in relation to its total property assets (adjusted net
financial liabilities divided by property assets).
It is calculated as the ratio of adjusted net financial liabilities (bank loans and any corporate or
convertible bonds less cash and cash equivalents) to total property assets (including any hidden
reserves relating to properties not recognised at fair value in property, plant and equipment or
inventories).
As a measure of value, LTV is calculated and communicated almost universally in the real estate
industry. The ratio of current financing volume to the (market) value of the properties shows
potential lenders openings in LTV and serves as a measure to optimise the financing situation.
LTV is calculated as follows:
𝐿𝑇𝑉 (𝑖𝑛 %) =

𝑏𝑒𝑟𝑒𝑖𝑛𝑖𝑔𝑡𝑒 𝑁𝑒𝑡𝑡𝑜𝑓𝑖𝑛𝑎𝑛𝑧𝑣𝑒𝑟𝑏𝑖𝑛𝑑𝑙𝑖𝑐ℎ𝑘𝑒𝑖𝑡𝑒𝑛
∗ 100%
𝐼𝑚𝑚𝑜𝑏𝑖𝑙𝑖𝑒𝑛𝑣𝑒𝑟𝑚ö𝑔𝑒𝑛

Property assets are calculated as follows:
Investment property at fair value
+ Equity investments in property companies (if applicable)
+ Hidden reserves relating to properties not recognised at fair value in property, plant and equipment or current assets
= = Property assets
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Adjusted net financial liabilities are calculated as follows:
Financial liabilities
- Cash and cash equivalents
= Adjusted net financial liabilities
LTV of 45.9% is reported in the Issuer's audited IFRS consolidated financial statements as at 31
December 2018. No prior-year figure is reported since there were no property assets due to the
different business activity at that time.
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XXVIII. MATERIAL CHANGES IN THE FINANCIAL POSITION
At the beginning of 2019, TO-Holding GmbH and TO Holding 2 GmbH exercised their contractual right to contribute the shareholder loans granted by them in autumn 2018 to the Issuer. The
loans were each for an amount of EUR 11 million plus accrued interest amounting in each case
to around EUR 68,444. A total of 2,213,688 new shares of the Issuer (valued on the basis of EUR
10.00 per share) were issued to the two shareholders at an issue price of EUR 1.00 per share. The
amount of the in-kind contribution in excess of the issue amount of the new shares was transferred
to the capital reserves. The Issuer's share capital consequently increased to EUR 24,213,688 and
is divided into the same number of no-par value shares. The new shares were included in the
existing listing in the m:access segment of the Munich Stock Exchange's Regulated Unofficial
Market (Open Market). The capital increase for contributions in kind was entered in the commercial register on 18 February 2019.
By notarised purchase agreement dated 15 January 2019, PREOS 11. Beteiligungsgesellschaft
mbH acquired a parcel of land in Oberhausen, on which an office and administration building has
been built, for a purchase price of EUR 6,380 thousand (see section XXXVI.1.a.).
On 25 March 2019, an agreement was entered into with Hamburg Commercial Bank AG granting
a loan of EUR 70 million to finance new real estate purchases and to refinance the real estate
portfolio (see section XXXVI.2.b.). This replaced the existing financing arrangement with
Münchner Hypothekenbank eG, Sparkasse Duisburg and Mainzer Volksbank, and the bridge financing provided by Emerald Fund S.C.A. SICAV-FIS (Marshall Hutton).
In addition, on 17 July 2019 PREOS 13. Beteiligungsgesellschaft mbH acquired 94.9% of the
shares of Projekta Lüdenscheid 1 GmbH, which in turn is the owner of a parcel of land in Lüdenscheid, North Rhine-Westphalia, on which a building complex including a multi-storey car park
is located. The preliminary purchase price amounted to EUR 1,966 thousand. At the same time,
a EUR 1,049 thousand loan liability of Projekta Lüdenscheid 1 GmbH was repaid and a loan
issued by Volksbank Ruhr Mitte eG, which had an amount outstanding of EUR 3,220 thousand
as at 30 June 2019, has been retained.
On 29 August 2019, the Issuer entered into a notarised agreement with publity AG governing the
contribution 94.9% of shares in publity Investor GmbH to the Issuer as a contribution in kind in
return for the issue of new shares in the Issuer, and also entered into a respective agreement governing publity AG's subscription and purchase of 47,450,000 shares in the Issuer (see section
XXXIV.9.). The capital increase was recorded in the commercial register on 13 September 2019.
The following section presents the material changes in the financial position resulting from the
integration of publity Investor GmbH into the PREOS Group.
By notarised purchase agreement dated 2 April 2019, publity Real Estate GmbH acquired 94.9%
of the shares of Immo Hansa Beteiligungsgesellschaft mbH (today: publity St. Martin Tower
GmbH) by paying a purchase price of approximately EUR 34,167 thousand and by assuming a
loan taken out by that company (see section XXXVI.1.d). publity Real Estate GmbH has since
re-sold the shares for a purchase price of approximately EUR 55,322 thousand, and the buyer has
assumed the above loan (see section XXXVI.1.e.). Mezzanine financing in the amount of EUR
25,000 (see section XXXVI.2.j.) that had been raised in the meantime is intended to be repaid on
selling the shares. Given that the buyer has not yet paid the purchase price and is not expected to
do so until the end of November 2019 at the earliest, publity Real Estate GmbH is presently still
the owner of the shares in publity St. Martin Tower GmbH.
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Moreover, by notarised purchase agreement dated 10 April 2019, publity Theodor-Althoff-Straße
2 GmbH acquired a property in Essen for a purchase price of approximately EUR 71,093 thousand
and has entered into several building contracts relating to renovation and modernisation work that
had been concluded by the original owner of the parcel of land (see sections XXXVI.1.f. and
XXXVI.3.). To finance payment of the purchase price and the renovation work, a credit facility
agreement for EUR 130,000 thousand was entered into with Hamburg Commercial Bank AG (see
section XXXVI.2.a.) and mezzanine financing of EUR 60,000 thousand was arranged (see section
XXXVI.2.d.).
By notarised purchase agreement dated 30 April 2019, publity Real Estate 1 GmbH acquired a
parcel of land, on which an office tower ("Access Tower") is located, in Niederrad/Frankfurt am
Main, Hesse for a purchase price of EUR 69,740 thousand (see section XXXVI.1.g.). Payment of
the purchase price was still outstanding as at the date of this Prospectus. To finance the acquisition
and transaction costs, a loan agreement for EUR 52,000 thousand was entered into with Hamburg
Commercial Bank AG (see section XXXVI.2.e.). In addition, negotiations on an additional mezzanine loan amounting to EUR 21,500 thousand are being conducted.
Furthermore, on 14 June 2019 publity AG sold a parcel of land in Leipzig, on which the Leipzig
wholesale market is built, for a purchase price of EUR 16,000 thousand, having only purchased
the property in December 2018 for a purchase price of EUR 12,500 thousand. In doing so, a EUR
10,000 thousand mezzanine loan with Leipzig wholesale market as collateral was redeemed.
On 19 June 2019,publity Real Estate 3 GmbH acquired a heritable building right attaching to a
parcel of land in Unterföhring, on which an administration building and an underground car park
("Sky Deutschland headquarters") are the main buildings, for a purchase price of EUR 97,435
thousand (see section XXXVI.1.h.). Payment of the purchase price was still outstanding as at the
date of this Prospectus. To finance the deal, a loan agreement for EUR 67,000 thousand was
entered into with Landesbank Hessen-Thüringen (Girozentrale) (see section XXXVI.2.c.). The
remainder of the purchase price will be financed through equity.
Lastly, by notarised purchase agreement dated 20 September 2019, publity Real Estate 5 GmbH
acquired a parcel of land in Eschborn, on which an office building is located, for a purchase price
of EUR 44,035 thousand (see section XXXVI.1.i.). Payment of the purchase price was still outstanding as at the date of this Prospectus. To finance the acquisition and transaction costs, Emerald Fund S.C.A. SICAV-FIS gave a commitment to grant a loan for EUR 42,000 thousand; a loan
agreement in this regard is to be executed shortly (see section XXXVI.2.f.). The remainder of the
purchase price will be financed through equity.
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XXIX.

DIVIDEND POLICY

The Company did not distribute any dividends to its shareholders for financial years 2016, 2017
or 2018.
The Company's management has not adopted a specific dividend policy for future net retained
profits eligible for distribution. The Company's ability to pay a dividend for future financial years
is dependent on the results of operations, financial situation and liquidity requirements of the
Company and its Group, as well as the general market situation and tax and other regulatory
considerations. The Company cannot make any statements about the amount of future net retained
profits, or about whether these will even materialise. Therefore, the Company cannot guarantee
that a dividend will be paid for the current and/or subsequent financial years. Furthermore, a material share of any net income generated by the Company going forward will continue to be used
to expand its market position and to achieve strategic goals.
There are no plans to make advance payments of net retained profits in accordance with section
59 AktG.
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XXX. PRO FORMA FINANCIAL INFORMATION
1.

Audited pro forma financial information

a.

Introduction

By notarised contribution agreement dated 29 August 2019 (deed no. 236/2019-R, Dr Volker
Rebmann), PREOS Real Estate AG acquired 94.9% of the shares of publity Investor GmbH, with
its registered office in Leipzig, entered into the commercial register of the Local Court of Leipzig
under HRB 24575, by means of an in-kind capital increase. The shares were acquired by means
of an in-kind capital increase, under which publity AG, as sole shareholder of publity Investor
GmbH, contributed 18,980,000 shares of publity Investor GmbH, each with a par value of EUR
1.00, to PREOS Real Estate AG in return for the issue of 47,450,000 new shares of PREOS Real
Estate AG ("Investor Transaction"). The in-kind capital increase was entered into the commercial register on 13 September 2019.
publity Investor GmbH is an intermediate holding company that holds and manages a portfolio
of property in Germany, both itself and via its subsidiaries and sub-subsidiaries. publity Investor
GmbH also manages its own portfolio of non-performing loans (NPLs).
PREOS Real Estate AG and publity Investor GmbH are controlled by the same natural person
(both before and after the Investor Transaction). The Company's acquisition of 94.9% of the
shares of publity Investor GmbH constitutes a common control transaction within the meaning of
IFRS 3. That type of transaction is not covered by the IFRS, and as such the Company applied
the requirements of IFRS 3 on a voluntary basis. The transaction is a reverse acquisition in accordance with IFRS 3, since the only consideration received by the shareholders of publity Investor GmbH were new shares in the Company, and as a result of this capital increase they acquired
the majority of shares of PRES Real Estate AG. publity Investor GmbH, as the legal acquiree,
qualifies as the acquirer for accounting purposes.
The Company's costs incurred for the acquired shares of publity Investor GmbH generally arise
from the consideration transferred. Since the transaction is a reverse acquisition, it is not the value
of the shares issued by the Issuer as the legal acquirer that is of relevance, but rather the value
that would have arisen had the accounting acquirer (publity Investor GmbH) also been the legal
acquirer and issued the shares.
As a reverse acquisition, the transaction costs are allocated to the assets measured at fair value of
the Company as legal acquirer. The remaining difference is recognised as goodwill. By contrast,
the carrying amounts of publity Investor GmbH as accounting acquirer are carried forward.
By notarised purchase and transfer agreement with conveyance dated 30 April 2019 (deed no.
139/2019-R, notary Dr Volker Rebmann), publity Real Estate 1 GmbH, a subsidiary of publity
Investor GmbH, purchased the "Lyoner Straße 36" parcel of land in Frankfurt am Main, which is
entered into the land register for Schwanheim held at the Local Court of Frankfurt am
Main/Höchst, page 4421. The parcel of land covers a total area of 10,669 m² on which the highrise office tower "Access Tower" is located ("Access Tower Transaction"). The acquisition costs
for the property are expected to total approximately EUR 79,880 thousand. The purchase agreement provides for various closing conditions that have not yet been fulfilled. Title to the property
has thus not yet been transferred. The Executive Board expects that title will be acquired by the
end of 2019, and consequently classifies the transaction as highly likely. The intention is to finance the property acquisition by means of a EUR 52,000 thousand loan from Hamburg Commercial Bank AG and a EUR 21,500 thousand loan from Emerald Fund S.C.A. SICAV-FIS –
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Marshall Bridging Fund. The remainder of the purchase price will be paid by raising a loan from
publity AG.
By notarised purchase agreement dated 19 June 2019 (deed no. 186/2019-R, notary Dr Volker
Rebmann), publity Real Estate 3 GmbH, a wholly owned sub-subsidiary of publity Investor
GmbH, acquired the heritable building right entered into the heritable building rights register
(Erbbaugrundbuch) held at the Local Court of Munich, page 6473, to the "Medienallee 26" property entered into the land register for Unterföhrung held at the Local Court of Munich, page 4877.
The property comprises developed and open areas totalling 26,497 m², and an administration
building, gym and underground parking garage are located on it ("Sky Transaction"). The acquisition costs for the heritable building right are expected to total approximately EUR 104,046
thousand. The purchase agreement provides for various closing conditions that have not yet been
fulfilled. Title to the heritable building right has thus not yet been transferred. The Executive
Board expects that title will be acquired by the end of 2019, and consequently classifies the transaction as highly likely. The acquisition will be financed by raising a loan from Landesbank Hessen-Thüringen Girozentrale amounting to EUR 67,000 thousand. The remainder of the purchase
price will be paid by raising a loan from publity AG.
By notarised property purchase agreement dated 20 September 2019 (deed no. 268/2019-R, notary Dr Volker Rebmann), publity Real Estate 5 GmbH, a wholly owned subsidiary of publity
Investor GmbH, purchased the "Ludwig-Erhard-Straße 3" parcel of land in Eschborn, which is
entered into the land register for Eschborn held at the Local Court of Frankfurt am Main/Höchst,
page 4210. The property comprises developed and open areas totalling 6,159 m², and an office
building is located on it ("Eschborn Transaction"). The acquisition costs for the property are
expected to total approximately EUR 48,264 thousand. The purchase agreement provides for various closing conditions that have not yet been fulfilled. Title to the property has thus not yet been
transferred. The Executive Board expects that title will be acquired by the end of 2019, and consequently classifies the transaction as highly likely. The intention is to finance the property acquisition by means of a EUR 42,000 thousand loan from Emerald Fund S.C.A. SICAV-FIS –
Marshall Bridging Fund. The remainder of the purchase price will be paid by raising a loan from
publity AG.
By notarised share purchase agreement dated 4 and 5 October 2019 (deed no. 174/2019, notary
Dr Jörg Michael Lang), publity Real Estate GmbH, a wholly owned subsidiary of publity Investor
GmbH, sold 94.9% of its shares in publity St. Martin Tower GmbH and 100% of its shares in
publity St. Martin Tower Verwaltung GmbH ("Sankt Martin Tower Transaction"). The preliminary purchase price for 100% of the shares in publity St. Martin Tower GmbH amounts to
EUR 55,322 thousand. The purchase price for 100% of the shares in publity St. Martin Tower
Verwaltung GmbH amounts to EUR 1.
The Investor Transaction, the Access Tower Transaction, the Sky Transaction, the Eschborn
Transaction and the Sankt Martin Tower Transaction (jointly referred to as the "Transactions")
require the Company to prepare pro forma financial information as at 30 June 2019, supplemented
by pro forma notes.
The purpose of the pro forma financial information is to present the material effects that the
Transactions would have had on
• the income statement for the period from 1 January 2019 to 30 June 2019, forming part of the
IFRS interim consolidated financial statements of the Company for the reporting period ended
30 June 2019, had the Company executed the Transactions as at 1 January 2018 already, and
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• the consolidated statement of financial position as at 30 June 2019, had the Company executed
the Transactions as at 30 June 2019.
The pro forma consolidated financial information has been prepared solely for the purposes described above. Since by nature the pro forma financial information only presents a hypothetical
situation and is based on assumptions, it does not reflect the Company's actual financial condition
and results of operations arising as a consequence of the Transactions. Nor is the intention for it
to forecast the Company's financial position and results of operations at a future point in time
after the acquisitions. In particular, the Company's actual financial condition and results of operations based on actual consolidation would vary depending on the specific reporting dates or reporting periods.
b.

Basis of preparation

The necessary pro forma adjustments were made based on available information, estimates and
certain assumptions as described in the pro forma notes to the pro forma consolidated financial
information.
The figures and pro forma disclosures constitute pro forma financial information within the meaning of Regulation (EC) No. 2017/1129 and IDW Accounting Practice Statement: "Preparation of
Pro Forma Financial Information" (IDW AcPS AAB 1.004) promulgated by the Institut der
Wirtschaftsprüfer (IDW).
c.

Historical Financial Information

The pro forma financial information was prepared on the basis of the following historical financial
information:
•

The Company's unaudited published interim consolidated financial statements for the period from 1 January 2019 to 30 June 2019, prepared in accordance with the accounting
principles set out in the IFRS (as adopted by the EU) and the Company's accounting policies.

•

The unaudited and unpublished interim consolidated financial statements of the publity
Investor Group for the period from 1 January 2019 to 30 June 2019, prepared in accordance with the accounting principles set out in the IFRS (as adopted by the EU).

•

Financial and other data relating to the income and expenses of the "Lyoner Straße 36"
property for the reporting period ended 30 June 2019 (1 January 2019 to 30 June 2019)
("carve-out financials Access Tower"). The data used does not constitute a set of financial
statements in accordance with German commercial law and has not been audited or published.

•

Financial and other data relating to the income and expenses of the "Medienallee 26"
property for the reporting period ended 30 June 2019 (1 January 2019 to 30 June 2019)
("carve-out financials Sky"). The data used does not constitute a set of financial statements in accordance with German commercial law and has not been audited or published.

•

Financial and other data relating to the income and expenses of the "Ludwig-ErhardStraße 3" property for the reporting period ended 30 June 2019 (1 January 2019 to 30
June 2019) ("carve-out financials LES"). The data used does not constitute a set of financial statements in accordance with German commercial law and has not been audited or
published.
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d.

Adjustment of historical financial information

The historical figures on which the PREOS Group's pro forma financial information for the period
from 1 January 2019 to 30 June 2019 is based were prepared in accordance with the requirements
of the IFRS (as adopted by the EU).
The historical figures on which the pro forma financial information relating to the interim consolidated financial statements of the publity Investor Group for the period from 1 January 2019
to 30 June 2019 is based were prepared in accordance with the requirements of the IFRS (as
adopted by the EU). The publity Investor Group was formed on 30 June 2019 from the following
companies: publity Investor GmbH with its registered office in Leipzig, Großmarkt Leipzig
GmbH with its registered office in Leipzig, publity Real Estate GmbH with its registered office
in Leipzig, publity Theodor-Althoff-Straße 2 GmbH with its registered office in Leipzig, publity
Real Estate 1 GmbH with its registered office in Leipzig, publity St. Martin Tower GmbH with
its registered office in Frankfurt am Main, publity St. Martin Tower Verwaltung GmbH with its
registered office in Frankfurt am Main, publity Real Estate Holding GmbH with its registered
office in Leipzig, publity Real Estate 2 GmbH with its registered office in Leipzig, and publity
Real Estate 3 GmbH with its registered office in Leipzig. The interim consolidated financial statements of the publity Investor Group were prepared in accordance with the IFRS and the accounting policies of PREOS Real Estate AG.
The carve-out financials were prepared for the sole purpose of the pro forma financial information. The accounting policies of the PREOS Group were taken into consideration when preparing them, and as such no further adjustments were necessary.
The historical financial information used for the carve-out financials was derived from the available property data, sourced from current property appraisals, and estimated based on general market data and industry insights. The current tenant list was used as the basis to calculate historical
rental income. This approach meant that existing vacancies were already taken into consideration
in calculating the rental income. In addition, existing lease agreements were used to review the
date on which the respective lease commenced to ensure that the space leased at the date of acquisition was also leased in the period relevant to determination of the historical financial information. The rental income calculated above was furthermore adjusted for rent-free periods This
was done on the basis of information obtained in the course of legal due diligence in advance of
the respective purchase process.
Income from operating and ancillary expenses was calculated on the basis of standard market
rates for operating and ancillary expenses for the respective property. The share of operating and
ancillary expenses not allocable to tenants was estimated. Figures based on experience of similar
properties were used to calculate the operating and ancillary expenses of the respective property.
These figures were sourced from the Office Service Charges Analysis Report (OSCAR) published
by JonesLangLasalle. For the acquired properties, the existing lease agreements generally allow
for operating and ancillary expenses to be allocated. Information on the allocability of operating
and ancillary expenses was taken from the disclosures on lease agreement structure in the respective legal due diligence report which was prepared in the course of the respective purchase process. Furthermore, any vacancies within the acquired properties were taken into consideration
when calculating non-allocable operating and ancillary expenses.
In addition to non-allocable operating and ancillary expenses, the calculation of the historical
financial information for the acquired properties also took into consideration ground rent, costs
for tenant improvements, agency commissions, maintenance expenses, administrative costs and
allowances for loss of rental income. The ground rent was calculated on the basis of the heritable
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building right agreements. Expenses relating to tenant improvements and agency commissions
were taken into account for lease agreements that commenced in the relevant interim reporting
periods. Costs for tenant improvements were estimated taking into account the building specifications included in the lease agreements or any agreed renovation work. The commissions to be
recognised were also determined on the basis of the lease agreements. Since agency commissions
are often due upon entering into the lease agreement and not at commencement of the lease, the
accrual basis of accounting was applied. Experience and the disclosures made by the valuers in
the current valuation reports were used in estimating the historical maintenance expenses. These
were also compared with the technical due diligence reports. Administrative costs were taken into
account at a standard market rate corresponding to the complexity of the acquired property. Allowances for loss of rental income of between 0.0% and 2.0% were calculated depending on the
complexity of the tenant structure.
e.

Presentation of the carve-out financials

Balance sheet as at 30 June 2019

Tangible fixed assets
Investment property
Non-current assets
Trade receivables
Other non-current financial assets
Other assets
Cash and cash equivalents
Current assets
Total assets

Access Tower
30 June 2019
EUR '000
0
93,000
93,000
2,131
0
0
0
2,131
95,131

Carve-out financials for
Sky
Eschborn
30 June 2019
30 June 2019
EUR '000
EUR '000
0
0
106,000
70,000
106,000
70,000
2,650
1,730
0
0
0
0
0
0
2,650
1,730
108,650
71,730

Total
30 June 2019
EUR '000
0
269,000
269,000
6,511
0
0
0
6,511
275,511

Subscribed capital
Capital reserves
Retained earnings
Net retained profits
Total equity

0
0
0
91,896
91,896

0
0
0
107,320
107,320

0
0
0
67,490
67,490

0
0
0
266,706
266,706

Financial liabilities
Deferred tax liabilities
Non-current liabilities
Income tax liabilities
Trade payables
Other financial liabilities
Other liabilities
Current liabilities
Total equity and liabilities

0
2,076
2,073
183
976
0
0
1,159
95,131

0
309
309
306
715
0
0
1,021
108,650

0
3,440
3,440
175
625
0
0
800
71,730

0
5,825
5,825
664
2,316
0
0
2,980
275,511
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Income statement for the period from 1 January 2019 to 30 June 2019
Carve-out financials for
Access Tower

Sky

Eschborn

Total

2019

2019

2019

2019

EUR '000

EUR '000

EUR '000

EUR '000

Sales/revenue

2,131

2,650

1,730

6,511

Cost of sales

-976

-715

-625

-2,316

Gross profit

1,155

1,935

1,105

4,195

13,120

1,954

21,736

36,810

Other operating expenses

0

0

0

0

Operating profit (EBIT)

Gain or loss on fair value measurement of investment property

14,275

3,889

22,841

41,005

Interest and similar income

0

0

0

0

Interest and similar expenses

0

0

0

0

14,275

3,889

22,841

41,005

Earnings before taxes
Taxes on income

-183

-306

-175

-664

Deferred taxes

-2,076

-309

-3,440

-5,825

Net income/net loss for the financial year

12,016

3,274

19,226

34,516

f.

Pro forma consolidated statement of financial position as at 30 June 2019

The table below presents the pro forma consolidated statement of financial position as at 30 June
2019.
Note: For computational reasons, the tables and references in the pro forma consolidated financial information presented below may contain rounding differences as compared to the precise
figures (currency units, percentages, etc.).
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Historical Financial Information

publity Investor
Group

Consolidated
statement of
financial
position
in accordance
with
IFRS

Consolidated statement of financial position in accordance
with IFRS

30 June
2019

Total

EUR '000

30 June
2019

30 June
2019

30 June
2019

30 June
2019

EUR '000

EUR '000

EUR '000

EUR '000

0
0

0
-103

0
1,272

Investment property
Prepayments
Shares in affiliated companies
Investments in companies accounted for under the equity
method
Other financial assets
Deferred tax assets

102,750
81
0

243,309
17,970
0

269,00
0
0
0

146,200
0
0

468,859
18,051
0

0
806
0

1,445
61,171
3

Non-current assets

104,896

324,014

0
0
0
269,00
0

0
0
0
146,303

415
676
811
11,683
13,585

730
3,519
1,613
3,478
9,340

6,511
0
0
0
6,511

-303
-1,082
0
-3,209
-4,594

7,353
3,114
2,424
11,952
24,843

0

31,600

0

0

31,600

364,954

275,51
1

150,897

Total assets

118,481

Pro forma adjustments

Acquisition
of properties

0
116

Non-current assets held for sale

Pro forma
consolidated
statement of
financial position in accordance
with IFRS

Acquisition
of shares in
publity Investor
GmbH

0
1,259

Trade and other receivables
Other non-current financial assets
Other assets
Cash and cash equivalents
Current assets

Pro
form
a
notes

Disposal of
shares
in publity St.
Martin
Tower
GmbH
and
publity
St.
Martin
Tower
Verwaltung
GmbH

30
June
2019
EUR
'000

30 June
2019

EUR
'000
Intangible assets
Property, plant and equipment

Carveout financials

PREOS
Real Estate AG

(1)

117,305
0

0
0

0
0
0

0
0
0

1,445
61,977
3

0
0
0

0
0
0

551,607

117,305

0

0
0
0
0
0

0
0
0
0
0

0

0

(2)

(3)

Disposal
of
shares
in
publity St.
Martin
Tower
Gmb
H and
publity St.
Martin
Tower
Verwaltung
Gmb
H

0
0
0

0
0
0
0
0
0

117,305
1,272

468,859
18,051
0
1,445
61,977
3
668,912

0
52,500
0
0
52,500

7,353
55,614
2,424
11,952
77,343

0

31,600

52,500
608,050

117,305

0

777,855

Subscribed capital

24,214

20,000

0

0

44,214

27,450

0

0

71,664

Capital reserves

19,862

150

0

0

20,012

90,464

0

0

110,476

2,864

8,501

0

0

11,365

-2,864

0

0

8,501

264

21,280

266,706

-53,036

235,214

-264

-232,190

52,500

55,260

47,204

49,931

266,706

-53,036

310,805

114,786

-232,190

52,500

245,901

Retained earnings
Net retained profits

Equity attributable to owners of the parent

(4)
(5)

Non-controlling interests

731

2,404

0

-2,404

731

2,519

0

0

3,251

Total equity

47,935

52,335

266,706

-55,441

311,536

117,305

-232,190

52,500

249,151

Financial liabilities

66,299

191,182

0

-99,032

158,449

0

182,500

0

340,949

Other financial liabilities

1,289

0

0

0

1,289

0

0

0

1,289

Deferred tax liabilities

1,039

4,506

5,825

-7

11,363

0

0

0

11,363

Non-current liabilities

68,627

195,688

5,825

-99,040

171,100

0

182,500

0

353,600

Provisions

0

400

0

0

400

0

0

0

400

Income tax liabilities

0

385

664

0

1,049

0

0

0

1,049

1,054

388

2,316

-306

3,452

0

0

0

(6)

Trade payables

3,452
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Financial liabilities

0

20,731

0

0

20,731

Other financial liabilities

661

94,858

0

4,050

99,569

Other liabilities

204

169

0

-161

212

1,919

116,931

2,980

3,583

118,481

364,954

275,511

-150,897

Current liabilities

Total equity and liabilities

0

0

0

20,731

0

49,690

0

149,259

0

0

0

212

125,413

0

49,690

0

175,102

608,050

117,305

0

52,500

777,855

(7)

Notes to the pro forma adjustments to the pro forma consolidated statement of financial position as at 30 June 2019
(1)

Intangible assets

The acquisition by PREOS Real Estate AG of 94.9% of the shares of publity Investor GmbH was
classified as a reverse acquisition in accordance with IFRS 3. For the purposes of preparing the
pro forma consolidated statement of financial position, the cost was allocated as part of a purchase
price allocation to the Issuer's assets measured at fair value that were classified for accounting
purposes as an acquired company. The Issuer's net assets measured at fair value amounted to EUR
47,204 thousand as at 30 June 2019. Acquisition costs amounted to EUR 161,990 thousand. The
non-controlling interests in publity Investor GmbH as legal acquiree amounted to EUR 2,519
thousand. The remaining difference of EUR 117,305 thousand was recognised as goodwill for the
purposes of the pro forma consolidated statement of financial position.
(2)

Shares in affiliated companies

For the purposes of the pro forma consolidated statement of financial position, the shares in affiliated companies reported by PREOS Real Estate AG were initially increased by EUR 161,990
thousand as part of the acquisition of 94.9% of the shares of publity Investor GmbH. This corresponds to the calculated costs. As part of the pro forma acquisition accounting, shares in affiliated
companies amounting to EUR 161,990 thousand were offset against the equity of the Issuer as
the acquiree for accounting purposes, and thus eliminated.
(3)

Other financial assets

For the purposes of the pro forma consolidated statement of financial position, a purchase price
receivable amounting to EUR 52,500 thousand for the sale of 94.9% of shares in publity St. Martin Tower GmbH and 100% of shares in publity St. Martin Tower Verwaltung GmbH was recognised under other financial assets. The recognised purchase price receivable is equal to the provisional purchase price for the relevant shares pursuant to the notarised share purchase agreement
dated 4 and 5 October 2019.
(4)

Equity attributable to the owners of the parent

The costs of the acquisition amounted to EUR 161,990 thousand. For the purposes of the pro
forma consolidated statement of financial position, the equity of PREOS Real Estate AG was first
increased as part of the in-kind contribution of the newly issued shares amounting to EUR 47,450
thousand. The remaining amount of EUR 114,540 thousand was transferred to the capital reserves.
In accordance with IFRS 3, the pro forma group equity immediately after the reverse acquisition
is calculated by adding the carrying amount of the accounting acquirer's equity and the costs of
the business combination. As part of the pro forma acquisition accounting, the equity of PREOS
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Real Estate AG attributable to the owners of the parent calculated immediately before the business
combination (EUR 47,204 thousand) was offset against the costs and eliminated.
In accordance with IFRS 3, the subscribed capital in the pro forma consolidated statement of
financial position corresponds to the Issuer's legal situation after the in-kind capital increase, and
thus amounts to EUR 71,664 thousand. The capital reserves of EUR 110,476 thousand in the pro
forma consolidated statement of financial position correspond to the difference between the costs
of EUR 161,990 thousand and the share capital and capital reserves of publity Investor GmbH
(EUR 20,150 thousand) on the one hand and the subscribed capital of PREOS Real Estate AG
(EUR 71,664 thousand) on the other.
For the purposes of the pro-forma consolidated statement of financial position, the equity attributable to owners of the parent was also reduced by EUR 179,690 thousand. Of that amount, EUR
232,190 thousand was due to a reduction in net retained profits and EUR 52,500 thousand to an
increase in net retained profits. No historical financial information is available for the "Lyoner
Straße 36", "Medienallee 26" or "Ludwig-Erhard-Straße 3" properties since these were each acquired under an asset deal. Accordingly, no information is available on the historical real estate
financing either. For the purpose of presenting the historical financial information, it is consequently assumed that the transactions were financed from own funds. For the pro forma consolidated statement of financial position, however, debt financing was assumed for the property acquisitions. Accordingly, net retained profits was reduced by EUR 232,190 thousand. The increase
in net retained profits by EUR 52,500 thousand was related to the disposal of the shares in publity
St. Martin Tower GmbH and publity St. Martin Tower Verwaltung GmbH. The recognition of
the EUR 52,500 thousand purchase price receivable resulted in a corresponding increase in net
retained profits.
(5)

Non-controlling interests

In the case of a reverse acquisition, shares held by third parties in the legal subsidiary classified
as the accounting acquirer are reported as non-controlling interests. Consequently, non-controlling interests amounting to EUR 2,519 thousand were recognised in the course of the reverse
acquisition and pro forma acquisition accounting. This corresponds to 5.1% of the equity of publity Investor GmbH as at the date of initial consolidation.
(6)

Financial liabilities

For the purposes of the pro forma consolidated statement of financial position, financial liabilities
were increased by EUR 182,500 thousand. This amount corresponds to the total of loans taken up
in connection with the property acquisitions presented above. Specifically, it relates to loans from
Hamburg Commercial Bank (EUR 52,000 thousand), Emerald Fund S.C.A. SICAV-FIS – Marshall Bridging Fund (EUR 21,500 thousand), Landesbank Hessen-Thüringen Girozentrale (EUR
67,000 thousand), and a further loan (EUR 28,000 thousand), a loan from Nassauische Sparkasse
(EUR 29,000 thousand) and a further loan from Emerald Fund S.C.A. SICAV-FIS – Marshall
Bridging Fund (EUR 42,000 thousand).
(7)

Other financial liabilities

For the purposes of the pro forma statement of financial position, other financial liabilities were
increased by EUR 49,690 thousand as well. These are liabilities towards publity AG that are to
be extended to publity Investor Group companies in connection with financing for the real estate
acquisitions.
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g.

Pro forma consolidated income statement for the period from 1 January 2019 to 30 June
2019

The table below presents the pro forma consolidated income statement for the period from 1 January 2019 to 30 June 2019.
Note: For computational reasons, the tables and references in the pro forma consolidated financial information presented below may contain rounding differences as compared to the precise
figures (currency units, percentages, etc.).
Historical Financial Information
PREOS
Real Estate AG

publity
Investor
Group

Pro
forma
notes

Disposal of
shares in publity St. Martin
Tower GmbH
and publity St.
Martin Tower
Verwaltung
GmbH

Total

2019
EUR '000

2019
EUR '000

Consolidated income
statement in
accordance with
IFRS

Income
statement in
accordance with
IFRS

Carve-out
financials

2019
EUR '000

2019
EUR '000

2019
EUR '000

Sales/revenue
Cost of sales
Gross profit
Other operating income
Valuation allowances on receivables
Personnel expenses
Other operating expenses
Gain or loss on measurement of investment property

3,478
-757
2,721
21
0
-238
-1,713
2,182

2,957
-1,419
1,538
5
-18
-178
-5,986
29,763

6,511
-2,316
4,195
0
0
0
0
36,810

-1,452
329
-1,123
-1
0
65
1,545
-11,544

11,494
-4,163
7,331
25
-18
-351
-6,154
57,211

Earnings before interest and taxes
Financial income
Financial expenses

2,973
0
-2,185
0

25,124
112
-1,313
-244

41,005
0
0
0

-11,058
0
142
0

58,044
112
-3,356
-244

788
-524
264

23,679
-1,837
21,842

41,005
-6,489
34,516

-10,916
7
-10,909

54,556
-8,843
45,713

264
0

21,280
562

34,516
0

-10,347
-562

45,713
0

Share of profit or loss of associates
Earnings before taxes
Taxes on income
Consolidated net profit/loss
of which attributable to:
Owners of the parent company

(8)

(9)

(10)

Pro forma adjustments
AcquisiProperty
Distion of
acquisiposal of
shares in
tions
shares
publity
in pubInvestor
lity St.
GmbH
Martin
Tower
GmbH
and
publity
St.
Martin
Tower
Verwaltung
GmbH
2019
2019
EUR '000 EUR '000

2019
EUR '000

Pro
forma
consolidated income
statement in
accordance with
IFRS

0
0
0
0
0
0
0
0

0
0
0
0
0
0
-194
0

0
0
0
0
0
0
0
0

11,494
-4,163
7,331
25
-18
-351
-6,348
57,211

0
0
0
0

-194
0
-5,516
0

0
0
0
0

57,851
112
-8,872
-244

0
0
0

-5,710
904
-4,806

0
0
0

48,846
-7,939
40,907

43,132
2,318

-4,561
-245

0
0

38,835
2,072

Non-controlling interests

Notes to the pro forma adjustments to the pro forma consolidated income statement for the
period from 1 January 2019 to 30 June 2019
(8)

Other operating expenses

For the purposes of the pro forma consolidated income statement, other operating expenses were
increased by EUR 194 thousand. This represents an arrangement fee incurred in connection with
the raising of a loan from Emerald Fund S.C.A. SICAV-FIS – Marshall Bridging Fund in the
amount of EUR 21,500 thousand to finance the acquisition of the "Lyoner Straße 36" property.
The arrangement fee is amortised over the term of the loan as a transaction-related expense in
accordance with the requirements of IFRS 9.
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(9)

Financial expenses

For the purposes of the pro forma consolidated income statement, the financial expenses were
increased by EUR 5,516 thousand. These relate to interest on the loans taken out to finance the
property acquisitions: EUR 21,500 thousand loan from Emerald Fund S.C.A. SICAV-FIS – Marshall Bridging Fund at an interest rate of 7.2% p.a., EUR 52,000 thousand loan from Hamburg
Commercial Bank AG at an interest rate of 2.1% p.a., EUR 67,000 thousand loan from Landesbank Hessen-Thüringen Girozentrale at an interest rate of 2.08% p.a., EUR 42,000 thousand loan
from Emerald Fund S.C.A. SICAV-FIS – Marshall Bridging Fund at an interest rate of 7.2% p.a.
and publity AG with an expected interest rate of 8% p.a.
(10) Taxes on income
For the purposes of the pro forma consolidated income statement, taxes on income were increased
by EUR 904 thousand. This was in relation to the tax implications for the pro-forma adjustments
described above. A 15.83% tax rate was used to calculate the tax effects.
h.

Pro forma consolidated earnings per share for the period from 1 January 2019 to 30
June 2019

The pro forma consolidated earnings per share is calculated as follows:
1 Jan. – 30 June 2019

in EUR
Consolidated net profit/loss (in EUR)
Consolidated net profit/loss excl. non-controlling interests
Dilutive effects
Consolidated net profit/loss adjusted for dilutive effects

40,907,000
38,835,000
0
38,835,000

Number of shares (in units)
Shares outstanding at the reporting date
Weighted number of shares outstanding
Dilutive effects
Weighted number of shares outstanding (diluted)

71,663,688
71,663,688
0
71,663,688

Earnings per share (in EUR)
Basic earnings per share
Diluted earnings per share

0.54
0.54

Leipzig, 7 November 2019

PREOS Real Estate AG

Frederik Mehlitz

Libor Vincent
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2.

Attestation by the auditors in accordance with IDW Auditing Practice Statement:
"Audit of Pro Forma Financial Information" (IDW AuPS 9.960.1)

The consolidated pro forma financial information contained in this Prospectus satisfies the requirements imposed on pro forma financial information in accordance with IDW Accounting
Practice Statement: "Preparation of Pro Forma Financial Information" (IDW AcPS AAB 1.004)
as well as the requirements for the audit of such financial information by the Issuer's auditor and
the issuance of an attestation in accordance with IDW Auditing Practice Statement: "Audit of Pro
Forma Financial Information" (IDW AuPS 9.960.1), and have been audited and provided with
the following attestation by the Company's auditor.

"To PREOS Real Estate AG, Leipzig
We have audited whether the pro forma financial information of PREOS Real Estate AG as at 30
June 2019 was duly prepared on the basis stated in the pro forma notes and whether that basis
complies with the accounting principles and is consistent with the Company's accounting policies.
The pro forma financial information comprises a pro forma income statement for the period from
1 January 2019 to 30 June 2019, a pro forma statement of financial position as at 30 June 2019
and pro forma notes.
The purpose of the pro forma financial information is to present the material effects that the
corporate transactions described in the pro forma notes would have had on the historical financial statements had the Group existed in the structure created by the corporate transactions
throughout the entire reporting period of the pro forma income statement and as at the reporting
date of the pro forma statement of financial position. Since pro forma financial information reflects a hypothetical situation, it is not entirely consistent with the presentation that would have
resulted had the relevant events actually occurred at the beginning of the reporting period of the
pro forma income statement and as at the reporting date of the pro forma statement of financial
position. Consequently, we do not express any opinion on the actual effects of the corporate transactions presented in the pro forma notes. The Company's management is responsible for preparing the pro forma financial information in accordance with the IDW Accounting Practice Statement: Preparation of Pro Forma Financial Information (IDW AcPS AAB 1.004) promulgated by
the Institut der Wirtschaftsprüfer in Deutschland e.V. (Institute of Public Auditors in Germany –
IDW).
Our responsibility is to express an opinion – on the basis of our audit – as to whether the pro
forma financial information was duly prepared on the basis stated in the pro forma notes and
whether that basis complies with the accounting principles and is consistent with the Company's
accounting policies. This also includes assessing the overall presentation of the pro forma financial information. Our engagement does not involve auditing or reviewing the underlying figures,
including their adjustment to the accounting principles and the Company's accounting policies,
or the pro forma assumptions stated in the pro forma notes.
We planned and carried out our audit in accordance with the IDW Auditing Practice Statement:
Audit of Pro Forma Financial Information (IDW AuPS 9.960.1), as promulgated by the IDW, in
such way that material errors in the preparation of the pro forma financial information on the
basis stated in the pro forma notes and in the preparation of that basis in a manner compliant
with the accounting principles and consistent with the Company's accounting policies are detected with reasonable assurance.
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In our opinion, the pro forma financial information has been duly prepared on the basis stated in
the pro forma notes. That basis complies with the accounting principles and is consistent with the
Company's accounting policies.

Leipzig, 7 November 2019
Warth & Klein Grant Thornton AG
Wirtschaftsprüfungsgesellschaft

Sebastian Koch
Wirtschaftsprüfer
(German Public Auditor)

Kathleen Hennig
Wirtschaftsprüferin
(German Public Auditor)"
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XXXI.
1.

SHAREHOLDERS AND HOLDERS OF SECURITIES

Major shareholders

As at the date of this Prospectus, the following persons held a direct or indirect interest in the
equity of the Issuer and the voting rights of at least 5%.
Ultimate shareholder

Direct shareholder

in %

Thomas Olek

publity AG

93.15%

(as sole shareholder of TO-Holding GmbH and
TO Holding 2 GmbH, which hold 44.95%
(TO-Holding GmbH) and 39.36% (TO Holding 2 GmbH) in publity AG.)
other shareholders (less than 5.0% each, free
float shares)

2.

6.85 %

Voting rights

Each share carries one vote at the Issuer's Annual General Meeting. The voting rights are not
subject to any restrictions. The major shareholder does not have any different voting rights in
respect of its shares.
3.

Control structure

As at the date of this Prospectus, publity AG holds a total of approximately 93.15% of the shares
and voting rights of the Issuer and therefore holds an interest in the Issuer that suffices to pass
simple and qualified majority resolutions at the Annual General Meeting.
The CEO of publity AG, Thomas Olek, holds (indirectly via two companies that he controls, TOHolding GmbH and TO Holding 2 GmbH) more than 80% of publity AG's shares and voting
rights. Through his indirect majority holding in publity AG, Mr Olek is able to exercise significant
influence at Annual General Meetings of publity AG and thus also indirectly at the Annual General Meetings of the Issuer and in this way enforce his interests as an (indirect) shareholder against
the interests of the other shareholders, in certain circumstances even in relation to changes to the
articles of association and actions pursuant to the German Transformation Act (Umwandlungsgesetz, "UmwG").
As such, the Issuer is a dependent company within the meaning of section 312 (1) sentence 1 of
the German Stock Corporation Act (Aktiengesetz, "AktG") and its Executive Board is required to
prepare a dependent company report pursuant to section 312 (1) sentence 1 AktG. The report shall
set out all legal transactions that the Company has entered into, in the course of the past financial
year, with the controlling enterprise or with an enterprise affiliated with the controlling enterprise,
or at the instigation or in the interests of these enterprises, as well as all other measures it has
taken or refrained from at the instigation or in the interests of these enterprises in the course of
the past financial year. Where legal transactions are concerned, the goods or services rendered
and the consideration must be set out, and where measures are concerned, the reasons for which
the measure was taken and the benefits and disadvantages this entails for the Company. Where
losses have been compensated for, the report must state in detail how the compensation was in
fact provided in the course of the financial year, or to which advantages the legal claim granted
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to the Company refers. The report is aimed, inter alia, at preventing the misuse of a controlling
interest. The Issuer's articles of association do not provide for any other mechanisms for monitoring the misuse of a controlling interest.
The Company is not aware of any other agreements whose implementation could cause or prevent
a change in the control structure of the Company at a later date.
The Issuer is not aware of any shareholding or control relationships that would confer a degree of
control beyond that of its own shareholding.
The Company's management is neither subject to instructions issued by another undertaking nor
by another person, in particular not in the context of a control agreement, and it is not being
controlled by any other undertaking or person.
4.

Provisions in the Company's articles of association and bylaws relating to control

There are no provisions in the memorandum and articles of association or bylaws of the Issuer
nor any other bylaws that could operate to delay, postpone or prevent a change of control in the
Issuer.
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XXXII.LEGAL AND ARBITRATION PROCEEDINGS
The Issuer is currently involved in a lawsuit against a notary. The Issuer is suing the notary in the
main action for damages in the amount of EUR 2 million in lost profits due to a breach of official
duty by the notary in question. Claims for litigation and notarisation costs totalling approximately
EUR 486,000 have also been asserted. At the end of 2014, the notary in question notarised a loan
agreement between the Issuer and Visit MR Immobilien GmbH among others. That same day, the
parent company of Visit MR Immobilien GmbH, Visit Moscow Ltd., and the Issuer entered into
a condominium purchase agreement subject to a condition precedent pursuant to which the Issuer
would acquire title in four condominiums if the loan were not repaid on time. In return, the Issuer
was to waive repayment of the loan. The purchase agreement and the loan agreement were to
form a legal unity. Visit MR Immobilien GmbH was not party to the purchase agreement. The
loan was not repaid on time. Visit Moscow Ltd. and Visit MR Immobilien GmbH subsequently
brought an action to set aside the purchase and loan agreements. The court found that the condominium purchase agreement was void due to notarisation errors, as the requisite consent of Visit
MR Immobilien GmbH (as the borrower) to substitute its debt under the loan agreement was
lacking. The relevant judgment has since become final and binding. The Issuer is of the view that
the declaratory findings of this judgment are also binding on the notary in question who had been
given notice of the lawsuit. In the legal dispute now pending, the Issuer claims that it could have
resold the properties at a profit of EUR 2 million had it acquired title therein. It must now be
clarified in the dispute whether the notary in question is liable for the loss suffered and must
reimburse the costs incurred by the Issuer, in particular its litigation costs. The claim being litigated was assigned by the Issuer to a wholly-owned subsidiary of a former (beneficial) shareholder of the Issuer when it discontinued its former business activities. Under procedural law, the
Issuer is still acting as plaintiff. The action was dismissed by the court of first instance. However,
the plaintiff has since appealed against the judgment of the court of first instance.
publity Investor GmbH, together with four other defendants, among them publity AG and Mr
Thomas Olek, is also being sued, jointly and severally, by two investors for damages in the
amount of EUR 2,856,000 on the basis of prospectus liability. The plaintiffs assert that publity
Investor GmbH is the general partner of NPL Portfolio Nr. 3 GmbH & Co. KG, a closed-end fund
launched in 2013 in which the plaintiffs invested. According to the plaintiffs, the fund needed
authorisation from the German Federal Financial Supervisory Authority (BaFin), which it – undisputedly – did not have. In contrast, the defendants argue that BaFin authorisation was not required, as the fund, being a "legacy fund", enjoyed the protection of a grandfathering rule. The
legal dispute is being conducted in the Regional Court (Landgericht) of Leipzig under case no.
09 O 1982/18. A hearing was held on 21 August 2019. The outcome of this lawsuit is still open.
A date has been set for the pronouncement of the (legal) instructions by the court in mid-November 2019. If the case were to be lost, in addition to the principal claim, the plaintiffs would have
to bear any interest accrued thereon and the costs of the lawsuit, including their own and the other
parties' lawyers' fees.
Furthermore, the Issuer and its subsidiaries and sub-subsidiaries are (or may regularly become)
party to legal disputes (in particular involving rental and warranty claims) and administrative
proceedings in the context of their business activities. Such legal disputes and proceedings may
arise in particular in relation to tenants, project partners, purchasers and sellers of real property or
real estate projects, employees or authorities. This may result in payment obligations or other
obligations on the part of the Issuer. Wherever possible, reasonable and commercially viable,
provisions are recognised to hedge against these risks. Given that some risks can only be predicted
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to a limited extent, it cannot be ruled out that losses may occur that are not covered by the provisions made.
Except for the cases set out above, there were no government interventions, legal or arbitration
proceedings (including any proceedings that, to the knowledge of the Issuer, are still pending or
could still be initiated) during the last twelve months which have recently had a material effect
on the financial condition or profitability of the Issuer and/or the Issuer's Group or which could
have such an effect in the future.
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XXXIII. POTENTIAL CONFLICTS OF INTEREST
Mr Faillard, who is a member of the Issuer's Supervisory Board, is also a member of the supervisory board of publity Performance GmbH, which, as an external German AIF management company (AIF-Kapitalverwaltungsgesellschaft) within the meaning of the German Investment Code
(Kapitalanlagegesetzbuch, "KAGB"), is responsible for fund management (in particular portfolio
and risk management) for the closed-end real estate funds launched by publity AG. The funds
companies managed by publity Performance GmbH have invested in real estate. Because the fund
companies have limited terms, they will be divesting their properties in the foreseeable future and
the Issuer may be a potential purchaser of such properties. As a member of the supervisory board
of publity Performance GmbH, Mr Faillard is responsible for ensuring that the fund companies'
properties are sold at the most favourable conditions possible and in line with standard market
conditions. As a member of the Issuer's Supervisory Board, he would have a comparable obligation if the Issuer were to purchase any of these properties. Due to the fact that Mr Faillard is a
member of the supervisory boards of both publity Performance GmbH and the Issuer, conflicts of
interest could arise if the Issuer wished to acquire properties from the closed-end real estate funds
launched by publity AG.
Furthermore, Mr Christoph Blacha, who is a member of the Issuer's Supervisory Board, is also a
managing director of publity Performance GmbH with joint power of representation. As such, the
aforementioned statements likewise apply to Mr Blacha. The interests of Mr Blacha as a member
of the Issuer's Supervisory Board are not necessarily always the same as his interests as a managing director of publity Performance GmbH. In particular, Mr Blacha, as a managing director of
publity Performance GmbH, has an interest in entering into and performing contracts on the most
favourable conditions possible for the fund companies, whereas in his capacity as a member of
the Issuer's Supervisory Board, he is required to pursue the Issuer's interests. Due to the fact that
Mr Blacha is both a managing director of publity Performance GmbH and a member of the Supervisory Board of the Issuer, conflicts of interest could arise if the Issuer wished to acquire properties from the closed-end real estate funds launched by publity AG.
Furthermore, Mr Blacha is also a member of the supervisory board of Münchner Immobilien
Center AG, which, like the Issuer, has entered into a property asset management agreement with
publity AG on the basis of which publity AG offers that company, inter alia, suitable properties
for acquisition. Münchner Immobilien Center AG and the Issuer are therefore competitors. As a
member of the supervisory boards of both companies, i.e., Münchner Immobilien Center AG and
the Issuer, Mr Blacha has a supervisory function with regard to management decisions in both
cases. If Münchner Immobilien Center AG and the Issuer were to compete, for example with
regard to potential investment properties identified by publity AG, conflicts of interest could arise
for Mr Blacha as a member of the supervisory boards of both Münchner Immobilien Center AG
and the Issuer.
The Issuer is not aware of any other potential conflicts of interest between obligations of the
members of the Executive Board, Supervisory Board and senior management owed to the Issuer
and their private interests and/or other obligations.
There are no agreements or arrangements with major shareholders, customers, suppliers or other
persons regarding the appointment of Executive Board or Supervisory Board members or members of senior management.
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The members of the Executive Board and Supervisory Board do not hold any shares in the Issuer
as at the date of this Prospectus and therefore are not subject to any selling restrictions relating to
securities of the Issuer.
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XXXIV. RELATED PARTY TRANSACTIONS
Persons related to the Issuer include the members of its Supervisory Board and Executive Board,
including their immediate family members, and companies over which the board members or their
immediate family members are able to exert a significant influence, or in which they hold a significant share of voting rights. Moreover, related parties are undertakings with which the Issuer
forms a group of companies or in which it holds a share that allows the Issuer to exert a significant
influence over the business policy of the investee, as well as the major shareholders of the Issuer,
including its affiliated Group companies.
Since 31 December 2018, related party transactions accounted for 0% of the Issuer's revenue. All
agreements were entered into at arm's length. These transactions are described in greater detail
below:
1.

Real estate asset management agreement between the Issuer and publity AG

The Issuer entered into a real estate asset management agreement with publity AG in May 2018.
According to the terms of that agreement, publity AG is to provide services relating to the acquisition, management and realisation of investment properties for the Issuer or individual special
purpose entities. The agreement comprises the following services (i) services provided by publity
AG in the course of the acquisition process, including selection, identification, monitoring and
presentation of potential property acquisition opportunities (individual properties or portfolios)
and/or investments that meet the profile of requirements for properties and investments as defined
by the Issuer, drafting business plans and structuring, overseeing and managing due diligence
reviews as well as obtaining debt financing for the potential investment, (ii) customary and necessary services relating to portfolio and asset management, development, restructuring, leasing,
acquisition, sourcing, sale, marketing and construction services following the acquisition of the
property or the investments as well as liquidity and risk management services and, finally, (iii)
providing assistance during the sale process in line with the services provided during the acquisition process and screening potential interested parties in light of the requirements of the German
Money Laundering Act, organisation and operation of the data room and, finally, organisation
and conduct of property inspections with interested parties.
publity AG and the Issuer undertake, upon conclusion of a transaction in relation to an investment
property by way of a share deal or asset deal, to transfer the rights and obligations under the real
estate asset management agreement to the special purpose entity in question, which is the owner
of or holds the shares in the investment property. Such rights and obligations are transferred by
virtue of publity AG, the Issuer and the special purpose entity in question entering into an accession agreement. Once the accession agreement has become legally binding, a real estate asset
management agreement comes into effect between the relevant special purpose entity as the new
principal and publity AG. Apart from the special purpose entity in question, the Issuer is liable to
ensure that the special purpose entity meets its obligations under the new real estate asset management agreement.
publity AG provides the services pursuant to the real estate asset management agreement in connection with the acquisition process to the Issuer, and the services pursuant to the new real estate
asset management agreement in connection with asset management services and the sales process
to the relevant special purpose entity.
publity AG does not provide asset management services exclusively for the Issuer; rather, the
Issuer is aware that publity AG is subject to obligations arising from other, similar contracts (third
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party contracts). The parties have agreed that, in the context of the acquisition process, publity
AG shall offer the Issuer mainly properties whose intended net acquisition price amounts to no
less than EUR 10 million. publity AG is obliged to offer all such properties of which it becomes
aware and which comply with the Issuer's investment profile to the Issuer in the first instance.
With regard to the properties proposed during the acquisition process, publity AG is further
obliged to grant the Issuer exclusivity of 30 working days from the date on which a business plan
is provided by publity AG with regard to the property in question; such exclusivity requires publity AG to refrain from introducing the property in question to any third parties during the period
of exclusivity or from entering into negotiations of any kind with third parties.
The real estate asset management agreement has a fixed term of 10 years starting on 4 May 2018
and may be extended by two years by mutual written agreement of the parties to the agreement.
After expiry of the fixed term, the agreement is automatically extended by a further year on a
rolling basis unless one of the parties terminates it with effect as of the end of the current term by
giving three months' written notice. This does not affect the right to terminate the agreement
without notice for good cause. In the event that the agreement is terminated without notice for
good cause by publity AG, the Issuer may choose whether to terminate only the real estate asset
management agreement or all or individual new real estate asset management agreements.
The expiry of the fixed term or the discontinuation of the real estate asset management agreement
does not result in the termination of any existing new real estate asset management agreement.
Rather, the latter remains in existence. A new real estate asset management agreement shall run
until the planned exit of the respective special purpose entity in accordance with the respective
business plan.
Under the real estate asset management agreement, publity AG receives (i) for its services during
the acquisition phase a maximum fee of 3.0% of the respective net purchase price for the investment property, (ii) for its services in the asset management phase a property-related asset management fee of 1.0% p.a. of the assessment basis (whereby the assessment basis for the period of
one year after benefits and burdens of the investment property have been transferred is the purchase price and, for each subsequent year, the market value of the investment property as per the
valuation for the year in question, which must be prepared every year; each adjusted assessment
basis shall apply from the first day of the month following the date of receipt of the written determination of value; until that date, the old assessment basis shall apply), (iii) for liquidity and risk
management services a fee of EUR 2,500 per special purpose entity and per month and for the
preparation of the VAT return a fee of EUR 500 per special purpose entity and per month, and
finally (iv) for sales management services a fee of 2% of the respective net sales price for the
respective investment property; in each case plus statutory value added tax.
2.

Real estate asset management agreement between publity Investor GmbH and publity
AG

In addition to the Issuer, publity Investor GmbH also entered into a real estate asset management
agreement with publity AG on 15 November 2018. That asset management agreement will remain
in force even after the contribution of 94.9% of the shares of publity Investor GmbH to the Issuer.
The terms of the agreement correspond to those of the agreement entered into between the Issuer
and publity AG (see section XXXIV.1.), with the exception that the base fee for publity AG's
services during the asset management phase will not be 1.0% p.a. of the assessment basis, but
0.5% p.a. In addition, publity AG receives for sales management services a fee of 3% of the
respective net sales price for the respective investment property (plus statutory VAT) instead of
the 2% agreed with PREOS Real Estate AG.
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3.

Lease agreement with publity AG for business premises

The Issuer as the (sub-)lessor entered into a lease agreement with publity AG as the (sub-)lessee
for business premises in the publity Center in Leipzig (Alte Messe), Landsteinerstraße 6 in 04103
Leipzig. The leased office space is approximately 920m². The total gross monthly rent for the
office space is EUR 11,900. The total net monthly rent therefore amounts to EUR 10,000. The
lease agreement has a fixed term until 31 December 2030.
4.

Indemnification agreement with Olek Holding GmbH (now TO-Holding GmbH)

The Issuer entered into an indemnification agreement with its former major shareholder, Olek
Holding GmbH (Frankfurt am Main) (now merged into TO-Holding GmbH (Frankfurt am
Main)), under which Olek Holding GmbH undertook to indemnify the Issuer up to a certain maximum amount against all costs (court and non-court costs), expenses, loss or damage and other
burdens (particularly including any taxes, ancillary tax payments such as interest, costs and surtaxes, fines and the costs of legal advice, legal defence costs and enforcement costs) incurred by
the Issuer in connection with certain tax risks arising from the Issuer's previous business.
Since Olek Holding GmbH (as the transferring entity) has now been merged with TO-Holding
GmbH, Olek Holding GmbH's obligations under the indemnification agreement were transferred
to TO-Holding GmbH in accordance with section 20 UmwG.
5.

Profit and loss transfer agreements

In 2018, the Issuer (as the parent company) entered into a profit and loss transfer agreement with
its subsidiary, PREOS Immobilien GmbH (as the subsidiary), which applied retrospectively from
1 January 2018. Under the profit and loss transfer agreement, the Issuer absorbs the profits of
PREOS Immobilien GmbH, less any mutually agreed transfers to retained earnings. In return, the
Issuer must offset any annual net losses in accordance with section 302 AktG, as amended from
time to time.
Also in 2018, PREOS Immobilien GmbH (as the parent company) entered into a profit and loss
transfer agreement with ten of its subsidiaries (PREOS 1. Beteiligungsgesellschaft mbH to
PREOS 10. Beteiligungsgesellschaft mbH as the subsidiaries), which applied retrospectively from
1 January 2018. In 2019, it entered into profit and loss transfer agreements with a further five of
its subsidiaries (PREOS 11. Beteiligungsgesellschaft mbH to PREOS 15. Beteiligungsgesellschaft mbH), which applied retrospectively from 1 January 2019. Under these profit and loss
transfer agreements, PREOS Immobilien GmbH absorbs the profits of each property company,
less any mutually agreed transfers to retained earnings. In return, PREOS Immobilien GmbH must
offset any annual net losses of the property companies in accordance with section 302 AktG, as
amended from time to time.
In addition, profit and loss transfer agreements were entered into in 2019 between PREOS 3.
Beteiligungsgesellschaft mbH and Objekta Fütingsweg GmbH and between PREOS 6. Beteiligungsgesellschaft mbH and LVG Nieder-Olm GmbH, with such agreements applying retrospectively from 1 January 2019. Under these profit and loss transfer agreements, PREOS 3. Beteiligungsgesellschaft mbH absorbs the profits of Objekta Fütingsweg GmbH and PREOS 6. Beteiligungsgesellschaft mbH absorbs the profits of LVG Nieder-Olm GmbH, in each case less any
mutually agreed transfers to retained earnings. In return, PREOS 3. Beteiligungsgesellschaft mbH
must offset any annual net losses of Objekta Fütingsweg GmbH and PREOS 6. Beteiligungsgesellschaft mbH must offset any annual net losses of LVG Nieder-Olm GmbH in accordance with section 302 AktG, as amended from time to time.
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6.

Cash pooling agreements

In order to better manage cash flow and to minimize reliance on loans, the Issuer and (some) of
its subsidiaries and sub-subsidiaries have formed a cash pool. The cash pool is based on cash
pooling agreements that were entered into between the Issuer and PREOS Immobilien GmbH,
PREOS 1. Beteiligungsgesellschaft mbH to PREOS 12. Beteiligungsgesellschaft mbH, Objekta
Fütigsweg GmbH and LVG Nieder-Olm GmbH. The cash pool is used to manage and meet the
need of the cash pool participants for operating loans. The Group cash management department
is responsible for monitoring the credit lines granted. As at the date of this Prospectus, the aggregate balance carried forward in the offset accounts bears interest at a rate of 1% p.a. If the Issuer
is required to pay a higher interest rate on refinancing, the above rate will increase accordingly.
The interest rate is determined on an annual basis.
The cash pooling agreements were entered into for an indefinite term. The parties can terminate
their participation in the agreements by giving one month's notice. This does not affect the right
to terminate the agreement without notice for good cause. Good cause is deemed to exist, in particular, if a significant negative change to the economic situation of the parties to the agreement
within the meaning of section 775 (1) no. 1 BGB has occurred.
PREOS 13. Beteiligungsgesellschaft mbH to PREOS 20. Beteiligungsgesellschaft mbH and publity Investor GmbH and its subsidiaries are not part of the cash pool as at the date of this Prospectus.
However publity Investor GmbH and its subsidiaries and sub-subsidiaries are part of a cash pool,
under which publity Investor GmbH grants loans to its subsidiaries and sub-subsidiaries, particularly to discharge purchase price liabilities for real estate acquisitions.
7.

Shareholder loans

On 18 November 2018, the Issuer (the borrower) entered into separate shareholder loan agreements with two of its (indirect) shareholders, TO-Holding GmbH and TO Holding 2 GmbH (the
sole shareholder of each being Mr Thomas Olek), with each shareholder loan being for EUR 11
million, thus EUR 22 million in total. The shareholder loans had a term expiring on 31 December
2021 (final maturity) and bore interest at a rate of 4% p.a., subject to the terms set out below. No
security was provided to the lender. The loan proceeds were disbursed to the Issuer on 19 November 2018.
The shareholder loan agreements, the terms of which were essentially identical, provided that the
lender under each loan had the right to make an offer to the Issuer at any time during the term of
the loan to contribute the shareholder loan, including accrued but not yet paid interest, to the
Issuer as an in-kind capital increase in return for the issue of new shares in the Issuer (hereinafter
referred to as the "Conversion Offer"). For the purpose of contributing the claims of the respective
lenders to the Issuer as part of an in-kind capital increase, it was agreed that separate contribution
agreements would be entered into.
On 14 January 2019, TO-Holding GmbH and TO Holding 2 GmbH both exercised the above right
and each submitted a Conversion Offer. The Issuer's Executive Board thereupon resolved on the
same date to initiate the necessary preparations for implementing the in-kind capital increase. A
value of EUR 10.00 per share was set for the purpose of calculating the number of new shares to
be issued (although the issue price was EUR 1.00). On 7 February 2019, the Issuer's Executive
Board approved the contribution agreements and resolved to increase the Company's share capital
accordingly by an amount of EUR 2,213,688. Where the value of the contributions in kind (claims
for loan repayment plus interest) exceeded the total issue price for the new shares, the excess
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amount was to be contributed according to the Executive Board's resolution as a contractual premium and transferred to capital reserves in accordance with section 272 (2) no. 4 HGB.
As at the date of the Executive Board resolution, the value of each shareholder loan was EUR
11,000,000, thus EUR 22,000,000 when combined. Interest of EUR 68,444.44 had also accrued
on each loan from the date the loan proceeds were disbursed, thus total interest of EUR
136,888.88. The claims under the shareholder loans therefore amounted to a total of EUR
22,136,888.88. All of these claims were contributed to the Issuer in the course of the in-kind
capital increase. The capital increase was recorded in the commercial register on 18 February
2019.
8.

Acquisition of NPL portfolios

By purchase agreements entered into at the end of 2018, publity Investor GmbH, the sole shareholder of which was publity AG at the time, purchased NPL portfolios from German Loans 2015
S.à r.l. and Real Estate Loans 2016 S.à r.l. for a total purchase price of EUR 58,932,345.33, which
it still holds as at the date of this Prospectus.
German Loans 2015 S.à r.l. and Real Estate Loans 2016 S.à r.l. were each wholly owned subsidiaries of two (also Luxembourgian) joint venture companies (publity Real Estate Opportunity
Services II S.à r.l. and publity Real Estate Opportunity Services III S.à r.l.), in which publity AG
held an equity interest.
In order to finance the joint venture companies, publity AG (and a joint venture partner of publity
AG) originally provided funds by way of loans, which the joint venture companies in turn passed
on to their respective subsidiaries (German Loans 2015 S.à r.l. and Real Estate Loans 2016 S.à
r.l.) also in the form of shareholder loans to facilitate the acquisition of the NPL portfolios. In the
course of winding up the joint venture at the end of 2018, publity Investor GmbH purchased these
NPL portfolios.
Part of the purchase price payable by publity Investor GmbH for the NPL portfolios, an amount
of EUR 41,432,345.33, was not paid in cash, but rendered by assuming that amount of the shareholder loans granted by publity AG to the joint venture companies.
publity Investor GmbH paid the remainder of the purchase price for the NPL portfolios, an amount
of EUR 17,500,000, from funds it had received from a cash capital increase which was recorded
in the commercial register on 25 October 2018.
9.

Contribution agreement between publity AG and the Issuer governing the contribution of shares in publity Investor GmbH to the Issuer, and subscription agreement

On 29 August 2019, the Issuer entered into a notarised agreement with publity AG governing the
contribution of shares in publity Investor GmbH to the Issuer as a contribution in kind in return
for the issue of new shares in the Issuer, and also entered into a notarised agreement governing
publity AG's subscription and purchase of 47,450,000 shares in the Issuer.
Under the contribution agreement, publity AG undertook to contribute 18,980,000 shares in publity Investor GmbH, Leipzig, a wholly owned subsidiary of publity AG, to the Issuer in return for
47,450,000 registered no-par value shares in the Issuer ("Share Contribution Agreement"). This
was equivalent to contributing a 94.9% stake in the share capital of publity Investor GmbH. In
the same deed, publity AG and the Issuer also entered into an agreement governing publity AG's
subscription and purchase of 47,450,000 registered no-par value shares in the Issuer, with each
share representing a notional interest in the share capital of EUR 1.00 and carrying dividend rights
from 1 January 2019 ("Subscription Agreement").
354

The 47,450,000 new shares in the Issuer were issued to publity AG pursuant to a resolution
adopted by the Issuer's Annual General Meeting on 28 August 2019 approving the issue of
47,450,000 new shares in return for a contribution of shares in publity Investor GmbH (the
"PREOS In-kind Capital Increase Resolution"). The issue price was EUR 1.00 per share and
consideration of EUR 8.00 per share was assumed, thus the total consideration was EUR
379,600,000.
The share assignment took economic effect on 1 January 2019, 00:00 hours ("Record Date").
The shares were assigned to the Issuer together with all related entitlements, including the dividend rights attaching to the shares from the Record Date onwards and the profit from previous
financial years not distributed to the shareholders, and other rights.
publity AG gave the Issuer independent warranties (selbstständige Garantieversprechen) within
the meaning of section 311 (1) BGB, which did not constitute agreements as to condition or quality (Beschaffenheitsvereinbarungen) within the meaning of sections 443 and 444 BGB, in relation
to publity Investor GmbH and (in part) in relation to its direct and indirect subsidiaries, except for
NPL Portfolio Nr. 3 GmbH & Co. KG ("PIN Subsidiaries"). Some of the warranties were given
as at the date of signing the contribution agreement, some were given as at the date of registration
of the PREOS In-kind Capital Increase Resolution, and some were given as at both of the above
dates. Some of the warranties are limited in that they are given based on what specified persons
or office bearers of publity AG, publity Investor GmbH or the PIN Subsidiaries actually knew or
ought to have known but for gross negligence.
In substance, the warranties relate to matters including:
-

the contributions in respect of the shares and the shares in the PIN Subsidiaries;

-

the authority to transfer the shares and the shares being unencumbered by third party rights;

-

the corporate law status/shareholder structure of publity Investor GmbH and the PIN Subsidiaries, and their annual financial statements for 2018;

-

that no liability or legal disputes exist;

-

that regulatory approvals have been obtained;

-

employment law matters;

-

the real property holdings of the PIN Subsidiaries;

-

the material agreements of publity Investor GmbH and the PIN Subsidiaries;

-

insurance contracts;

-

declarations in relation to taxes (tax returns).

publity AG is also required to indemnify publity Investor GmbH or any PIN Subsidiary against
all obligations to pay taxes in respect of periods up to and including 31 December 2018 subject
to the further conditions of the contribution agreement, but only if and to the extent that the taxes
are not recognised as a tax liability or as a provision for taxes in the annual financial statements
of publity Investor GmbH or the PIN Subsidiary in question.
publity AG's liability under the contribution agreement is excluded if and to the extent that (i) the
Issuer fails to comply with contractual notification obligations, (ii) the specific situation was already recognised as an impairment, (iii) a third party or an insurer compensates for any loss or
damage, (iv) the Issuer is jointly at fault within the meaning of section 254 BGB or (v) liability
arises due to a legislative change occurring after the date of signing the contribution agreement.
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Otherwise, compensation is only payable for actual, direct loss or damage, which excludes decreases in company value, internal costs and expenses, loss of profits and consequential and indirect loss or damage, and liability on the part of publity AG can only be established if the value of
the individual claim equals or exceeds EUR 10,000 (de minimis threshold) and the total value of
all such claims exceeds EUR 50,000 (total threshold). These provisions limiting liability do not
apply to the warranty given in relation to taxes or claims for a tax exemption, or to the "warranties
of title" (Title-Garantieversprechen) and certain material warranties in relation to the properties.
In total, publity AG's liability under the contribution agreement (with the exception of claims
based on the "warranties of title" and material warranties in relation to the properties) is limited
to EUR 20 million. publity AG's maximum liability (in other words including claims based on
the "warranties of title" and certain material warranties in relation to the properties) is limited to
EUR 379.6 million. Liability on the part of publity AG going beyond the terms of the contribution
agreement is expressly excluded (with the exception of claims based on fraudulent misrepresentation and other deliberate pre-contractual breaches of duty or intentional breaches of contract).
Furthermore, the exclusion of liability does not apply to the strict statutory liability applicable to
shareholders for the difference between the value of their contribution in kind and the amount
they are required to contribute (Differenzhaftung).
The Issuer's claims based on warranties given by publity AG become time-barred two years after
the in-kind capital increase is recorded in the commercial register in which the Issuer is recorded.
This limitations period does not apply to claims based on the "warranties of title" and certain
material warranties in relation to the properties, which become time-barred five years after the inkind capital increase is recorded in the commercial register in which the Issuer is recorded. A
different period also applies to the warranties given in relation to tax returns and the tax exemption. Claims based on these warranties become time-barred six months after the relevant tax assessment notice has become final and binding in form and substance. Claims based on intentional
or grossly negligent breaches of warranty generally become time-barred in accordance with the
applicable statutory provisions.
The parties to the contribution agreement are proceeding on the basis that entry into and implementation of the contribution agreement will not attract value added tax or property transfer tax.
If property transfer tax nevertheless becomes payable, the parties will amend, reverse or renegotiate the contribution agreement so that property transfer tax is no longer payable.
Disputes arising out of and in connection with the contribution agreement will be decided once
and for all by arbitration, to the exclusion of recourse to the ordinary courts of law.
10.

Agreement between publity Real Estate GmbH, publity Investor GmbH and Reinhardt Real Estate GmbH to purchase and transfer shares in publity Real Estate 1
GmbH

publity Real Estate GmbH, a sub-subsidiary of the Issuer, entered into an agreement on 3 September 2019 with publity Investor GmbH and Reinhardt Real Estate GmbH ("RRE") for the purchase and transfer of all shares in publity Real Estate 1 GmbH, whose sole shareholder was publity
Real Estate GmbH. Under the agreement, publity Investor GmbH purchased and assumed 94.9%
of the shares in publity Real Estate 1 GmbH, and RRE purchased and assumed the remaining
5.1% of the shares. The shares were transferred in order to avoid breaching covenants in corresponding financing agreements. On 30 April 2019, publity Real Estate 1 GmbH purchased a parcel of land in Niederrad/Frankfurt am Main, Hesse, on which the "Access Tower" office tower is
built, for a purchase price of EUR 69,740,000 (for details please see section XXXVI.1.g.), however financing and payment of the purchase price are still outstanding.
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The effective date (the transfer of beneficial ownership – the first party to perform having an
unsecured claim) and closing date (the physical transfer of the shares) were 1 January 2019. publity Investor GmbH paid EUR 23,725 to publity Real Estate GmbH to purchase 94.9% of the
shares in publity Real Estate 1 GmbH, and RRE paid EUR 1,275 to publity Real Estate GmbH to
purchase the remaining 5.1% of the shares. The purchase prices will not fall due until (i) either
publity Real Estate 1 GmbH enters into an agreement to sell its property ("Access Tower"), or (ii)
publity Investor GmbH and/or RRE enter into an agreement to sell all or some of the shares in
publity Real Estate 1 GmbH. The following was also agreed in relation to the purchase price
payable by RRE: if the event referred to in (i) above occurs, the purchase price payable by RRE
for 5.1% of the shares shall increase by 5.1% of the amount by which the purchase price from the
resale of "Access Tower" exceeds EUR 78,300,000. If the event referred to in (ii) above occurs,
the purchase price payable by RRE shall increase by the interest in the share capital of publity
Real Estate 1 GmbH represented by the shares sold by RRE, provided the purchase price received
for the shares corresponds to an amount exceeding EUR 78,300,000 for 100% of the shares in
publity Real Estate 1 GmbH. publity Real Estate GmbH has recourse to statutory rights in the
event of late payment.
publity Real Estate GmbH has also given warranties (Garantien) regarding its ownership of the
shares, full payment of capital contributions, and that no insolvency, composition or similar proceedings are underway. Claims for breach of warranty become time-barred two years from the
date of notarisation of the agreement.
11.

Loan receivables of publity AG due from publity Investor GmbH

publity Investor GmbH is partly financed through debt some of which was issued to it by publity
AG, the parent company which publity Investor GmbH was formerly wholly owned by under a
cash pooling agreement entered into on 2 January 2013 between publity AG and publity Investor
GmbH et al. Among other things, these loans served to give publity Investor GmbH the equity
needed to purchase real estate (for example the Leipzig wholesale market and Mülheim properties).
Following the acquisition of NPL portfolios at the end of 2018, publity Investor GmbH also paid
part of the purchase price for those loan portfolios in the amount of approximately EUR 41.4
million by assuming the loan liabilities of the sellers of said loan portfolios against publity AG
(see section XXXIV.8.).
In autumn 2019, publity Investor GmbH also assumed additional NPL portfolios, which publity
AG held in its proprietary portfolio. The purchase price for these NPL portfolios was EUR 9
million.
publity AG also deferred payment of a portion of the asset management fees owed to it by publity
Investor GmbH.
As at 31 October 2019, publity AG had payment claims totalling EUR 112,975,173.90 against
publity Investor GmbH stemming in particular from the aforementioned legal relationships. publity AG and publity Investor GmbH entered into a loan agreement on 6 November 2019 pursuant
to which said payment claims would be incorporated into a single loan relationship with economic
effect as at 31 October 2019. The loan is unsecured. The loan agreement provides for certain
rights of termination for good cause, for example where certain contractual obligations are
breached or there is a deterioration in publity Investor GmbH's financial situation. In addition
thereto, publity Investor GmbH has certain obligations to provide information to publity AG
which are customary in the market. The loan interest rate is 9% p.a. and is based on the fact that
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publity AG agreed to defer its claims against publity Investor GmbH even until after 94.9% of
the shares in publity Investor GmbH had been contributed to the Issuer at a standard market rate
of interest for unsecured, subordinated loan receivables of 9% p.a. The loan agreement runs for a
limited term and ends on 30 November 2024. The remaining loan outstanding on that date, including interest outstanding on that date, is repayable on that date.
Pursuant to the contribution and issue agreements set out in section 12. below, publity AG contributed the claims under the aforementioned loan agreement to the Issuer in return for the issue
of bonds in the context of the Pre-placement Against the Contribution In Kind. For details on the
Pre-placement Against the Contribution In Kind, see section XVIII.
12.

Contribution agreement and issue agreement between publity AG and the Issuer governing the contribution of publity AG's loan receivables due from publity Investor
GmbH to the Issuer in return for the issue of bonds

On 8 November 2019, the Issuer entered into an agreement with publity AG governing the contribution of all of publity AG's loan receivables due from publity Investor GmbH existing at the
time of the Pre-placement Against the Contribution In Kind up to a total nominal amount of EUR
150 million, to be effected by assigning the receivables to the Issuer in return for the issue of
convertible bonds.
Under the agreement, publity AG undertook to contribute the above loan receivables to the Issuer
and the Issuer undertook – subject to the approval of its Supervisory Board – to issue to publity
AG a number of convertible bonds to be calculated in accordance with the contribution agreement.
In relation to the bond terms and conditions, the agreement provided that the Issuer, with the
approval of its Supervisory Board, could lay down marketable conditions for the bonds at its
discretion, however certain bond features specified in the agreement could only be varied in special circumstances.
In the contribution agreement, publity AG gave independent warranties (selbständige Garantieversprechen) within the meaning of section 311 (1) BGB as at the date of signing the agreement and as at the closing date. In substance, the independent warranties are to the effect that no
insolvency, restructuring or similar proceedings are underway, and nor are publity AG's assets
the subject of enforcement proceedings. The warranties are also to the effect that no circumstances
exist that would justify such proceedings or measures or the avoidance of the contribution agreement on the grounds of insolvency, that there are no grounds for insolvency, that publity AG has
not discontinued payments, and that there are no debt agreements or similar agreements with
creditors. Finally, publity AG has given independent warranties (selbständige Garantieversprechen) in relation to the validity and enforceability of the loan receivables, publity AG's legal
and beneficial ownership of the loan receivables, the fact that they are unencumbered by third
party rights or prohibitions on assignment and that publity AG is free to dispose of the loan receivables.
In light of the contribution agreement, the Issuer entered into an issue agreement with publity AG
on 8 November 2019 to execute the contribution agreement described above.
Under the agreement, publity AG subscribed for 107,756 Bonds from the Convertible Bond
2019/2024, and in return contributed its loan receivables due from publity Investor GmbH
amounting to EUR 112,974,623.08 to the Issuer as a contribution in kind (see also section XVIII.
in relation to this Pre-placement Against the Contribution In Kind). An exchange ratio of
104.843% was used as the basis for calculating the number of bonds to be issued in connection
with the Pre-placement Against the Contribution In Kind. This means that for each Bond with a
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principal amount of EUR 1,000, loan receivables with a principal amount of EUR 1,048.43 must
be contributed to the Issuer. The calculation under the contribution agreement was based on a
valuation of the Bonds on the one hand, and a valuation of the loan receivables on the other, in
order to ensure that the value of the contribution in kind bears an appropriate relationship to the
value of the issued Bonds, for which purpose the theoretical market value determined using recognised mathematical valuation methods was applied for each. The calculation of each was to be
carried out by an auditor to be mutually appointed by the parties as soon as the relevant financial
terms were finalised, in particular including the initial conversion price of the Bonds and the
volume and remaining term of the loan receivables to be contributed. The parties each covered
50% of the costs of the engaged expert.
By resolution dated 8 November 2019, which was approved by the Supervisory Board on the
same day, the Executive Board excluded shareholders' subscription rights in connection with the
Pre-placement Against the Contribution In Kind on the basis of the authorisation granted by resolution of the Annual General Meeting on 28 August 2019. In return, however, publity AG undertook to waive some of its subscription rights in connection with the Rights Offering detailed
in this Prospectus insofar as the subscription volume matches the Pre-placement Against the Contribution In Kind. Accordingly, publity AG, which currently holds a total of 66,755,048 shares in
the Issuer, has undertaken to waive its subscription rights and not to participate in the Rights
Offering with respect to 25,645,928 of its shares.
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XXXV. SHARE CAPITAL
1.

Share capital and shares

As at 31 December 2018, the Issuer's share capital amounted to EUR 22,000,000, divided into
22,000,000 no-par value ordinary registered shares.
In February 2019, the Issuer's share capital was increased by way of an in-kind capital increase
from authorised capital, under exclusion of shareholders' subscription rights, by EUR 2,213,688
to EUR 24,213,688 by issuing 2,213,688 new shares in the Issuer (see section XXXIV.7). The
implementation of the capital increase was recorded in the commercial register on 18 February
2019.
Furthermore, the Annual General Meeting of the Issuer on 28 August 2019 resolved a further
increase in the Issuer's share capital by way of in-kind capital increase, under exclusion of shareholders' subscription rights, by EUR 47,450,000 to a total of EUR 71,663,688, by issuing
47,450,000 new shares in the Issuer (see section XXXIV.9.). The implementation of the capital
increase was recorded in the commercial register on 13 September 2019.
As at the date of this Prospectus, the Issuer's share capital thus amounts to EUR 71,663,688,
divided into 71,663,688 no-par value ordinary registered shares.
All shares have been issued in accordance with German law and are fully paid-up. They are represented by global certificates, which have been deposited in collective safe custody with Clearstream Banking AG, Mergenthalerallee 61, 65760 Eschborn.
2.

Authorised capital

As at 31 December 2018, the Issuer's authorised capital amounted to EUR 11,000,000 (Authorised Capital 2018/II), whereby the shareholders' subscription rights could be excluded under certain conditions.
Following the utilisation of part of Authorised Capital 2018/II during the course of an in-kind
capital increase implemented in February 2019 (under the exclusion of shareholders' subscription
rights; see section XXXIV.7.), Authorised Capital 2018/II amounted to EUR 8,786,312.
By resolution of the Annual General Meeting of the Issuer on 28 August 2019, the existing Authorised Capital 2018 /II was rescinded and new authorised capital was created. The Executive
Board is thereby authorised, subject to the Supervisory Board's consent, to increase the Issuer's
share capital on one or several occasions by up to a total of EUR 12,106,844 by issuing up to
12,106,844 new, no-par value ordinary registered shares against cash contributions and/or contributions in kind until 27 August 2024 (Authorised Capital 2019/I). The shareholders are generally
to be granted subscription rights. However, pursuant to article 3 (4) of the Issuer's articles of
association, the Executive Board may, subject to the consent of the Supervisory Board, exclude
the subscription rights of the shareholders on one or more occasions under certain circumstances.
By resolution of the Annual General Meeting of the Issuer on 28 August 2019, additional authorised capital was also created. The Executive Board is thereby authorised, subject to the Supervisory Board's consent, to increase the Issuer's share capital on one or several occasions by up to a
total of EUR 22,475,000 by issuing up to 22,475,000 new, no-par value ordinary registered shares
against cash contributions and/or contributions in kind until 27 August 2024 (Authorised Capital
2019/II). The shareholders are generally to be granted subscription rights. However, pursuant to
article 3 (5) of the Issuer's articles of association, the Executive Board may, subject to the consent
of the Supervisory Board, exclude the subscription rights of the shareholders on one or more
occasions under certain circumstances.
360

As at the date of this Prospectus, neither Authorised Capital 2019/I nor Authorised Capital 2019/II
has been utilised.
3.

Authorisation to issue convertible bonds and/or warrant-linked bonds, profit participation rights and/or participating bonds (or any combination of these instruments)
and to exclude subscription rights

By resolution of the extraordinary shareholders' meeting of the Issuer on 25 April 2018, the Executive Board was authorised, subject to the Supervisory Board's consent, to issue bearer or registered convertible bonds and/or warrant-linked bonds, profit participation rights and/or participating bonds (or any combination of these instruments) (collectively referred to as "bonds") with
or without a limited term to maturity with an aggregate principal amount of up to EUR
150,000,000 on one or several occasions until 24 April 2023, and to grant to holders of bonds
conversion or option rights for no-par value registered shares of the Company representing a notional interest in the share capital of up to a total of EUR 11,000,000 in accordance with the
specific terms and conditions of the bonds. This authorisation was not utilised.
By resolution of the Annual General Meeting of the Issuer on 28 August 2019, the above authorisation was rescinded and replaced by a new authorisation to issue convertible bonds and/or warrant-linked bonds, profit participation rights and/or participating bonds (or any combination of
these instruments). The Executive Board was thereby authorised, subject to the Supervisory
Board's consent, to issue bearer or registered convertible bonds and/or warrant-linked bonds,
profit participation rights and/or participating bonds (or any combination of these instruments)
(collectively referred to as "bonds") with or without a limited term to maturity with an aggregate
principal amount of up to EUR 500,000,000 on one or several occasions until 27 August 2024,
and to grant to or impose on holders of bonds conversion or option rights and conversion or option
obligations for a total of up to 40,000,000 no-par value registered shares of the Company representing a notional interest in the share capital of a total of up to EUR 40,000,000 in accordance
with the specific terms and conditions of the bonds.
The bonds may be issued in euros or – to the corresponding equivalent value – in another legal
currency, for example, of an OECD country. They may also be issued by a direct or indirect
affiliate of the Company; in this event, the Executive Board is authorised, subject to the consent
of the Supervisory Board, on behalf of the affiliate (i) to assume the guarantee for the bonds, (ii)
to grant or impose on the holders of those bonds conversion or option rights or obligations for
new no-par value registered shares of the Company and (iii) to make other statements or take
other actions necessary for a successful issue.
The bonds may also be issued against cash contributions and/or contributions in kind, in particular
also against contributions in kind for the purpose of acquiring companies, businesses, parts of
companies or equity interests therein, real estate or real estate portfolios (including via the acquisition of real estate companies or parts thereof) or other contributable assets or claims to the acquisition of assets, including receivables against the Company or its Group companies and also
those securitised in the form of bonds, if this is in the interest of the Company and the value of
the contribution in kind bears an appropriate relationship to the value of the bonds, for which
purpose the theoretical market value determined using recognised mathematical valuation methods shall be relevant.
The individual issues may be divided into bonds each ranking pari passu among themselves.
In the event of the issue of warrant-linked bonds, one or more warrants are attached to each bond
giving the holder the right, in accordance with the option terms and conditions to be stipulated by
the Executive Board, to subscribe for no-par value registered shares of the Company. The option
terms and conditions may provide that the option price can also be satisfied in full or in part by
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the transfer of bonds and, where applicable, an additional cash payment. The subscription ratio is
determined by dividing the principal amount of a bond by the option price set for one no-par value
registered share in the Company. If fractions of shares arise, it may be provided that, in accordance
with the option terms and conditions, those fractions, where applicable in return for an additional
payment, may be added together to subscribe for whole shares or may be settled in cash. The
notional interest in the share capital represented by the no-par value registered shares of the Company for which each bond entitles the holder to subscribe may not exceed the principal amount of
the bond. The same applies if warrants are attached to a profit participation right or a participating
bond.
In the event of the issue of convertible bonds, the holders of the bonds receive the right or assume
the obligation to exchange those bonds for no-par value registered shares of the Company, in
accordance with the specific terms and conditions to be set by the Executive Board. The exchange
ratio is determined by dividing the principal amount of a bond by the conversion price set for one
no-par value registered share of the Company and may be rounded up or down to a whole number;
the terms and conditions may also provide for an additional payment to be made or for fractions
of bonds that cannot be converted to be combined or for compensation to be paid in respect of
them. The exchange ratio may also be determined by dividing the issue price of a bond which is
lower than the principal amount by the conversion price set for one new no-par value registered
share of the Company. The terms and conditions of the convertible bond may also stipulate that
the conversion price and the exchange ratio may be variable, and in particular may depend on the
performance of the share price within a specified range during the term. Any fractions of shares
resulting from the calculations shall be settled in cash. The notional interest in the share capital
represented by the no-par value registered shares to be issued on conversion may not exceed the
principal amount of the bond.
The terms and conditions may also establish a conversion or option obligation at the end of the
term or at an earlier date or upon a specified event (in each case "maturity date") or stipulate the
right of the Company to grant the holders of the warrant-linked or convertible bonds shares of the
Company or of another listed company in accordance with the exchange ratio at the Maturity Date
instead of the payment of all or part of the cash amount due. In this event as well, the notional
interest in the share capital represented by the no-par value registered shares to be issued on conversion may not exceed the principal amount of the bond. The preceding provisions apply mutatis
mutandis if the conversion right or conversion obligation relates to a profit participation right or
a participating bond.
The conversion and option rights and any conversion or option obligations may be satisfied from
existing contingent capital or contingent capital to be resolved in this or future Annual General
Meetings and also from existing or future authorised capital. The terms and conditions may also
stipulate in the particular case that treasury shares of the Company may be granted in the event of
conversion or the exercise of options or that a conversion or option right and/or a conversion or
option obligation may be satisfied by the delivery of such shares. Furthermore, it may be provided
that the Company will not grant the holders of conversion or option rights no-par value registered
shares of the Company, but will pay the equivalent value in cash. The terms and conditions may
also provide for a combination of the aforementioned forms of satisfying the rights and/or obligations.
In the event of the issue of bonds granting an option or conversion right or specifying a conversion
or option obligation, the respective conversion or option price to be set – including in the case of
a variable exchange ratio or conversion price – must either:
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•

amount to at least 80% of the average price of the Company's share on ten stock exchange
trading days prior to the date of the resolution by the Executive Board on the issue of the
bonds

or
•

be equal to at least 80% of the average price of the Company's share during the days on which
subscription rights to the bonds are traded on the stock exchange, with the exception of those
days during the subscription period that are necessary for due notice to be given of the conversion or option price in accordance with section 186 (2) of the German Stock Corporation
Act (Aktiengesetz, "AktG").

Section 9 (1) AktG and section 199 AktG shall remain unaffected.
In the event of the issue of bonds specifying a conversion or option obligation, the conversion or
option price may also be equal to at least 80% of the average price of the Company's share during
the last ten stock exchange trading days prior to or after the maturity date in accordance with the
specific terms and conditions. Section 9 (1) AktG and section 199 AktG shall remain unaffected.
"Average price" in each case means the volume-weighted average value of the prices of the Company's share in the closing auction in Xetra trading (or a comparable successor system) on the
Frankfurt Stock Exchange.
Notwithstanding section 9 (1) AktG and section 199 AktG, the option and conversion price may
be reduced on the basis of an anti-dilution clause as specified in detail by the terms and conditions,
if the Company during the option or conversion period (i) increases the share capital by means of
a capital increase from company funds or (ii) increases the share capital or sells treasury shares
while granting an exclusive subscription right to its shareholders or (iii) issues, grants or guarantees further bonds with option or conversion rights or obligations while granting an exclusive
subscription right to its shareholders and in cases (ii) and (iii) no subscription right is granted for
this purpose to the holders of existing option and conversion rights or obligations, such as they
would be entitled to following the exercise of their option or conversion right or fulfilment of
their option or conversion obligation. The terms and conditions may also provide for an adjustment of the option or conversion rights or option or conversion obligations in the event of a capital
reduction or other measures or events involving an economic dilution of the value of the option
or conversion rights or obligations (e.g. dividends, acquisition of control by third parties).
Instead of an adjustment to the option or conversion price, the specific terms and conditions of
the warrant-linked or convertible bonds may also provide for the payment by the Company of an
equivalent amount in cash upon the exercise of the option or conversion right or the satisfaction
of the option or conversion obligation.
The shareholders are generally to be granted subscription rights to the bonds. The bonds may also
be underwritten by one or several credit institutions or any entity equivalent thereto under section
186 (5) sentence 1 AktG with the obligation to offer them to the shareholders for subscription
(indirect subscription right).
If bonds with conversion and/or option rights or conversion and/or option obligations are to be
issued for cash consideration, however, the Executive Board is authorised subject to the Supervisory Board's consent to issue bonds with conversion and/or option rights or conversion and/or
option obligations while excluding subscription rights in accordance with section 186 (3) sentence
4 AktG mutatis mutandis, provided that the Executive Board has formed the opinion after due
consideration that the issue price is not significantly lower than the theoretical market value of
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mined in accordance with recognised mathematical valuation methods. This authorisation to exclude subscription rights is valid only to the extent that the notional interest in the share capital
attributable to the shares issued or to be issued to satisfy the conversion and option rights or fulfil
the conversion and option obligations does not exceed EUR 2,421,368 in total or, if lower, 10%
in total of the share capital at the date the authorisation is exercised (the "Maximum Amount").
The share capital attributable to shares issued or sold since 28 August 2019 in direct or analogous
application of section 186 (3) sentence 4 AktG, in particular those issued using authorised capital
if the shareholders' subscription right was excluded in accordance with section 203 (2), section
186 (3) sentence 4 AktG when using the authorised capital, or those which the Company acquired
on the basis of an authorisation pursuant to section 71 (1) no. 8 AktG and sold to third parties for
cash payment without granting a shareholders' subscription right, shall be counted towards this
Maximum Amount. If authorisations are granted for the simplified exclusion of shareholders'
subscription rights, in particular for the issue of new shares from authorised capital pursuant to
section 203 (2), section 186 (3) sentence 4 AktG or for the sale of treasury shares pursuant to
section 71 (1) no. 8, section 186 (3) sentence 4 AktG and such authorisations are exercised with
the result that amounts are counted towards the Maximum Amount and thereafter new authorisations are granted by the Annual General Meeting, no amounts will be counted towards the Maximum Amount.
If profit participation rights or participating bonds are issued without conversion rights, option
rights or conversion or option obligations, the Executive Board is authorised to exclude the shareholders' subscription right, subject to the Supervisory Board's consent, if those profit participation
rights or participating bonds have the features of debt instruments, i.e. do not establish any membership rights in the Company, do not grant the right to participate in the proceeds of a liquidation
and the amount of interest payable is not calculated on the basis of the net profit for the year, the
net retained profits or the dividend. Moreover, in this event the interest payable and the issue price
of the profit participation rights or participating bonds must correspond to the current market
conditions at the date of issue after due consideration by the Executive Board.
The Executive Board is further authorised (i) subject to the Supervisory Board's consent, to exclude the shareholders' subscription right for bonds in respect of fractional amounts and (ii) subject to the Supervisory Board's consent, to exclude the subscription right to the extent necessary
in order to be able to grant a subscription right to the holders of bonds featuring conversion or
option rights or conversion or option obligations to the extent to which they would be entitled
after exercising the conversion or option right or satisfying the conversion or option obligation.
The Executive Board is further authorised, subject to the Supervisory Board's consent, to exclude
the shareholders' subscription right for bonds if the bonds are issued against contributions in kind,
including in particular for the purpose of acquiring companies, businesses, parts of companies or
equity interests therein, real estate or real estate portfolios (including via the acquisition of real
estate companies or parts thereof) or other contributable assets or claims to the acquisition of
assets, including receivables against the Company or its Group companies.
The Executive Board is authorised, subject to the Supervisory Board's consent and in compliance
with the principles laid down in this authorisation, to determine the further details of the issue and
features of the bonds and their terms and conditions and/or to determine these matters in consultation with the executive bodies of the direct or indirect affiliates making the issue. This applies
in particular to the interest rate, the type of interest, the conversion or option price, the term and
denomination, the conversion or option period, the specification of an additional cash payment,
compensation for fractional amounts or the combination of those amounts, cash payment instead
of the delivery of no-par value registered shares and the delivery of existing no-par value registered shares instead of the issue of new such shares.
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On the basis of the authorisation granted by the Annual General Meeting on 28 August 2019
described above, the Executive Board of the Company resolved the Convertible Bond 2019/2024
forming the subject matter of this Prospectus on 8 November 2019 with the consent of the Supervisory Board of the Company of the same date.
4.

Contingent capital

As at 31 December 2018, the Issuer's contingent capital amounted to EUR 11,000,000; it served
the purpose of granting conversion rights to or imposing conversion obligations on the holders of
convertible bonds that were issued by the Issuer with conversion and/or option rights to new nopar value registered shares of the Company or with conversion and/or option obligations in accordance with the convertible bond terms and conditions on the basis of the authorisation resolved
by the Annual General Meeting on 25 April 2018 under agenda item 3 to issue convertible bonds
and/or warrant-linked bonds, profit participation rights and/or participating bonds (or any combination of these instruments). The contingent capital was not utilised.
By resolution of the Annual General Meeting of the Issuer on 28 August 2019, the contingent
capital was rescinded and replaced by new contingent capital. The Issuer's share capital was conditionally increased by up to EUR 12,106,844, divided into 12,106,844 no-par value registered
shares (Contingent Capital 2019). The contingent capital increase serves the purpose of granting
no-par value registered shares to the holders of convertible bonds and/or warrant-linked bonds,
profit participation rights and/or participating bonds (or any combination of these instruments)
that have been or will be issued by the Company or its direct or indirect affiliates with conversion
and/or option rights to new no-par value registered shares of the Company or with conversion
and/or option obligations on the basis of the authorisation resolved by the Annual General Meeting on 28 August 2019 under agenda item 8 for the granting of convertible bonds and/or warrantlinked bonds, profit participation rights and/or participating bonds (or any combination of these
instruments). As at the date of this Prospectus, Contingent Capital 2019 has not been utilised.
5.

Treasury shares

As at the date of this Prospectus, the Issuer does not hold any shares in treasury. Nor do any of
the Issuer's subsidiaries hold any shares of the Issuer as at the date of this Prospectus.
Moreover, as at 31 December 2018, the Company was not authorised to acquire treasury shares
in accordance with section 71 (1) no. 8 AktG. However, by resolution of the Annual General
Meeting of 28 August 2019, the Company was authorised, until 27 August 2024, to acquire,
within the scope of statutory limits, treasury shares for up to a total of 10% of the share capital
existing at the date of the resolution or, if this amount is lower, existing at the date the authorisation is exercised. Together with other treasury shares acquired by the Company and owned by the
Company or attributable to it respectively, the treasury shares acquired on the basis of this authorisation may not at any time exceed 10% of the share capital existing at the date of the resolution or, if this amount is lower, existing at the date the authorisation is exercised. Acquisition for
purposes of trading in treasury shares is excluded. The authorisation may be exercised in one full
amount or in partial amounts, on one or several occasions and for one or several purposes by the
Company or by its Group companies or for its or their account by third parties. The Executive
Board is authorised to use the Company's shares that were acquired on the basis of this authorisation for all legally permitted purposes, including in particular the purposes stipulated in the
authorisation resolved by the Annual General Meeting on 28 August 2019.
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XXXVI. MATERIAL AGREEMENTS
In the year prior to the publication of this Prospectus, the Issuer or the companies in the Issuer's
Group were party to the following material agreements:
1.

Agreements to purchase property, heritable buildings rights and shares

a.

Agreement to purchase a property in Oberhausen

By notarised purchase agreement of 15 January 2019, PREOS 11. Beteiligungsgesellschaft mbH
bought a parcel of land in Oberhausen, North Rhine-Westphalia, on which an office and administration building is located.
The purchase price for the property was EUR 6,380,000. Full payment of the purchase price was
made on 29 March 2019, with possession and the benefits and burdens associated with the property being transferred to PREOS 11. Beteiligungsgesellschaft mbH in accordance with the terms
of the purchase agreement on 1 April 2019 (the "Handover Date"). The property was handed over
free of encumbrances.
With effect as of the Handover Date, PREOS 11. Beteiligungsgesellschaft mbH replaced the seller
as party to the leases and maintenance agreements existing in respect of the developed property.
The seller also gave certain warranties (Garantien) in relation to the property and granted PREOS
11. Beteiligungsgesellschaft mbH a full indemnity in relation to the payment of taxes. The seller's
liability for breach of warranty is limited in that the seller is only required to compensate for loss
or damage that exceeds EUR 8,000 in the specific case. Claims for breach of warranty generally
become time-barred 12 months after the Handover Date. The seller did not assume liability for
environmental damage.
A portion of the purchase price, an amount of EUR 4,450,000, was paid from the loan granted by
Hamburg Commercial Bank (see section XXXVI.2.b.). The remaining purchase price was financed from own funds, which were made available to PREOS 11. Beteiligungsgesellschaft mbH
pursuant to the cash pooling agreements (see section XXXIV.6.). PREOS 11. Beteiligungsgesellschaft mbH was entered in the land register as the owner of the property on 17 June 2019.
b.

Agreement to sell Leipzig wholesale market

By notarised purchase agreement dated 14 June 2019, publity Investor GmbH sold a parcel of
land in Leipzig, Saxony, on which a wholesale market, the Großmarkt Leipzig, is built for a purchase price of EUR 16,000,000, having only purchased the property in December 2018 for a
purchase price of EUR 12,500,000.
publity Investor GmbH received the (sale) price for the parcel of land on 31 July 2019. Possession
of the property and its associated benefits and burdens were transferred on 1 August 2019.
The sale property was subject to a "whole property" lease agreement between publity Investor
GmbH as lessor and Großmarkt Leipzig GmbH (a subsidiary of publity Investor GmbH) as (head)
tenant. According to the terms of the purchase agreement, the purchaser replaced publity Investor
GmbH and another company replaced Großmarkt Leipzig GmbH as parties to this whole property
lease agreement. Großmarkt Leipzig GmbH has also entered into various sub-lease agreements.
The parties have agreed that the company that replaced Großmarkt Leipzig GmbH as the head
tenant under the whole property lease agreement shall also replace Großmarkt Leipzig GmbH as
the lessor under the sub-lease agreements, effectively discharging Großmarkt Leipzig GmbH
from all of its obligations under these agreements. In connection with that, however, the parties
have agreed that Großmarkt Leipzig GmbH shall continue to provide services in respect of the
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sale property on behalf of the purchaser until 31 December 2019 at the latest, this being governed
by a property management agreement.
The property was sold in the condition it was currently in on the date of executing the agreement.
The purchaser is generally unable to assert rights on the basis of defects as to condition or quality
or title defects. publity Investor GmbH does not otherwise assume any liability for restrictions
under superseded law or the law relating to adjoining owners or for environmental damage and
sites of archaeological significance. publity Investor GmbH also gave warranties (Garantieversprechen) to the purchaser concerning matters such as its legal status as the owner, the leases and
the land.
publity Investor GmbH's liability under and in connection with the agreement for the sale of land
is limited to a maximum of 15% of the purchase price. Claims generally become time-barred 24
months after the handover date.
The purchaser was entered as the new owner in the land register on 16 August 2019.
c.

Agreement to purchase shares in Projekta Lüdenscheid 1 GmbH

By notarised purchase agreement dated 17 July 2019, PREOS 13. Beteiligungsgesellschaft mbH
acquired 94.9% of the shares in Projekta Lüdenscheid 1 GmbH ("PL 1 GmbH"), which in turn
is the owner of a parcel of land in Lüdenscheid, North Rhine-Westphalia, on which a building
complex including a multi-storey car park is located. The remaining 5.1% of the shares in PL 1
GmbH were purchased by Reinhardt Real Estate GmbH.
Under the purchase agreement, the preliminary purchase prices were EUR 1,966,132.50 for
94.9% of the shares in PL 1 GmbH and EUR 105,661.50 for the remaining 5.1% of the shares.
The preliminary purchase prices were credited to the seller's account on 4 September 2019, less a
previously paid deposit and a loan receivable due to PL 1 GmbH from the seller of the shares. At
the same time, a bank loan of EUR 1,049,638.64 taken out by PL 1 GmbH was repaid, which also
caused the assignment of the shares to be effected. The preliminary purchase price for the 94.9%
shareholding in PL 1 GmbH was paid using own funds and was determined having regard to the
fact that by purchasing PL 1 GmbH, PREOS 13. Beteiligungsgesellschaft mbH and Reinhardt
Real Estate GmbH were assuming a bank loan that PL 1 GmbH took out with Volksbank Ruhr
Mitte eG on 16 October 2018, the amount still outstanding under which was EUR 3,220,000 as
of 30 June 2019. The final purchase price for all of the shares in PL 1 GmbH will be calculated
based on settlement date accounts still to be prepared, in which the real property in Lüdenscheid
will be valued at EUR 5,900,000.
PL 1 GmbH's real property holdings consisting of several parcels of land are (partially) encumbered by various limited personal easements and appurtenant easements registered in Division II
of the land register (e.g. drainage/sewerage easements, utility easements for pipes, cables and
other lines). A land charge (Grundschuld) of EUR 3,300,000 in favour of Volksbank Ruhr Mitte
eG is registered in Division III of the land register. No other encumbrances are registered in Division III of the land register as at the date of this Prospectus.
The seller of the shares has given independent warranties (selbständige Garantieversprechen) in
a comprehensive warranties schedule, which includes warranties relating to PL1 GmbH's financial situation, its relationships with shareholders and shareholders' relationship inter se (gesellschaftsvertragliche Beziehungen), the fact that PL 1 GmbH is not involved in any legal disputes,
and the leasing situation. If any of the warranties are breached by the seller, the purchasers may
demand restitution in kind (Naturalrestitution) and, if applicable, damages if the breach is not
cured within a certain period. Claims for breach of warranty become time-barred 18 months after
the settlement date (4 September 2019).
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PL 1 GmbH will remain a party to the lease agreements existing in respect of the property it holds
in Lüdenscheid.
The shares in PL 1 GmbH were physically assigned (in other words legal ownership (title) was
transferred) to PREOS 13. Beteiligungsgesellschaft mbH on 5 September 2019. Since that time,
PL 1 GmbH and therefore its property holdings have formed part of the Issuer's Group.
d.

Agreement to purchase shares in Immo Hansa Beteiligungsgesellschaft mbH and THA
Immo Verwaltungs GmbH (St. Martin Tower)

By notarised share purchase agreement dated 2 April 2019, publity Real Estate GmbH purchased
94.9% of the shares in Immo Hansa Beteiligungsgesellschaft mbH (today known as publity St.
Martin Tower GmbH and hereinafter referred to as "pSMT") and the single share in THA Immo
Verwaltungs GmbH (today known as publity St. Martin Tower Verwaltung GmbH and hereinafter referred to as "pSMT-V"). The remaining 5.1% of the shares in pSMT were purchased by
Reinhardt Real Estate GmbH for tax reasons.
pSMT is the holder of a heritable building right attaching to land (Erbbaurecht) registered in the
heritable building rights register (Erbbaugrundbuch) kept at the Local Court (Amtsgericht) of
Frankfurt am Main. Built on the land is the high-rise building "St. Martin Tower" and an adjoining
"wing". The heritable building right attaching to this parcel of land is valid until 31 December
2093. pSMT-V is the operator of the office complex, and among other things maintains and leases
out the operating facilities and takes care of property management.
The purchase price for the 94.9% stake in pSMT payable by publity Real Estate GmbH was EUR
34,167,262.20, and the purchase price for the remaining 5.1% stake in pSMT purchased by Reinhardt Real Estate GmbH amounted to EUR 1,836,175.31. The total purchase price for all of the
shares in pSMT was therefore EUR 36,003,437.51 and was calculated by taking the base purchase
price of EUR 129,900,000 for all of the shares in pSMT and subtracting a loan which pSMT
obtained from Landesbank Hessen-Thüringen Girozentrale by agreement dated 6 December
2018, which was assumed by virtue of the share purchase and continued (see section XXXVI.2.i.).
At the time of executing the share purchase agreement, EUR 93,896,562.50 was the amount outstanding under the original loan for EUR 94,250,000. The purchase price for the (single) share in
pSMT-V, which was purchased by publity Real Estate GmbH alone, was EUR 100,000.
The above purchase prices were paid in full on 25 April 2019. The shares in pSMT and in pSMTV were assigned (legal ownership (title) was transferred) to the respective purchasers (publity
Real Estate GmbH and Reinhardt Real Estate GmbH) with effect as of payment of the respective
purchase prices.
The seller has given certain warranties (Garantien) in relation to pSMT, particularly with regard
to its assets and liabilities, taxes, the property and encumbrances, conditions imposed by government authorities, leases, legal disputes and other matters. The same applies in relation to pSMTV. By contrast, no liability is assumed for environmental damage or sites of archaeological significance which may encumber the parcel of land. If any of the above warranties are breached,
the seller must generally either render restitution in kind or pay damages. However, the seller
shall only be liable if the loss or damage in the individual case exceeds at least EUR 35,000. In
the case of the warranties given in respect of pSMT, the total value of the claims must also exceed
at least EUR 200,000 (exempt amount), and liability is limited to EUR 4.5 million per warranty.
For the warranties given in respect of pSMT-V, the exempt amount is EUR 70,000 and liability
is limited to EUR 100,000. In each case the seller's liability is limited to the purchase price for
the shares. The purchasers' claims generally become time-barred twelve months from the closing
date, or in exceptional cases, five years after the closing date. The agreement also contains extensive provisions on tax law issues.
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In order to finance the purchase prices for the shares in pSMT and pSMT-V, publity Real Estate
GmbH entered into a loan agreement with NongHyup Bank, as trustee of IGIS Global Real Estate
Investment Trust No. 262, for a mezzanine loan of EUR 25 million (see section XXXVI.2.j.). The
remainder of the purchase prices (including transaction costs) was paid from own funds. The
portion of the purchase price payable by Reinhardt Real Estate GmbH of EUR 1,836,175.31 for
the 5.1% stake in pSMT was provided to this entity by way of a loan from publity Real Estate
GmbH.
e.

Agreement to sell shares in publity St. Martin Tower GmbH and publity St. Martin Tower
Verwaltung GmbH

By notarised share purchase agreement dated 4 and 5 October 2019, publity Real Estate GmbH
sold its 94.9% shareholding in publity St. Martin Tower GmbH (hereinafter referred to as
"pSMT"), which it had acquired in April 2019 (see section XXXVI.1.d.). In the same deed, Reinhardt Real Estate GmbH, which had acquired the remaining 5.1% of the shares in pSMT in April
2019, also sold its shares. pSMT is the holder of a heritable building right attaching to land (Erbbaurecht) registered in the heritable building rights register (Erbbaugrundbuch) kept at the Local
Court (Amtsgericht) of Frankfurt am Main. Built on the land is the high-rise building "St. Martin
Tower" and an adjoining "wing".
The preliminary purchase price for all of the shares in pSMT was EUR 55,322,403.85 and is still
outstanding as at the date of this Prospectus. The parties to the agreement agree that the final
purchase price for the shares in pSMT is to be calculated based on settlement date accounts for
pSMT which are still to be prepared, in which the heritable building right will be valued at EUR
147,000,000 and which will take into account the fact that by purchasing pSMT, the purchasers
will be assuming the loan taken out by pSMT with Landesbank Hessen-Thüringen (Girozentrale)
(see section XXXVI.2.i.). If the preliminary purchase price is higher than the final purchase price,
the sellers are required to subsequently refund the difference to the purchasers and vice versa.
The assignment of the shares in pSMT and thus the transfer of legal ownership (title) is subject
to the condition precedent that the preliminary purchase prices are paid in full. As payment of the
preliminary purchase prices is not expected until the end of November 2019 at the earliest, legal
ownership (title) was not yet transferred as at the date of the Prospectus.
In the event that certain closing conditions are not met by 15 December 2019 or another mutually
agreed date, both parties have the right to rescind the agreement. publity Real Estate GmbH and
Reinhardt Real Estate GmbH also have a right of rescission if, despite issuing a reminder notice,
the preliminary purchase price is not paid on the closing date. Conversely, the purchasers have a
right of rescission if the properties held by pSMT deteriorate prior to the closing date, and the
time or cost required to rectify the issues is likely to exceed a certain threshold.
publity Real Estate GmbH and Reinhardt Real Estate GmbH have given certain sellers' warranties
(Verkäufergarantien) in the agreement, particularly in relation to (i) corporate law status, (ii) insolvency proceedings and the fact that none are pending, (iii) the heritable building right, (iv)
lease agreements, (v) legal disputes and the fact that none are pending and (vi) material agreements. The agreement also contains provisions on tax exemptions and tax refunds. If any of these
warranties are breached, publity Real Estate GmbH and/or Reinhardt Real Estate GmbH may be
liable to pay damages. The purchasers' claims for breach of warranty generally become timebarred – subject to certain exceptions – 18 months after the closing date.
In addition to the sale of shares in pSMT, options to buy or sell shares in publity St. Martin Tower
Verwaltung GmbH (hereinafter referred to as "pSMT-V") were also agreed. pSMT-V is the operator of the "St. Martin Tower" office complex, and among other things maintains and leases out
the operating facilities and takes care of property management. publity Real Estate GmbH had
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also acquired the shares in pSMT-V in April 2019 (see section XXXVI.1.d.). In connection with
this transaction, another purchaser was granted the option to purchase the shares in pSMT-V until
31 January 2020 ("Call Option") and publity Real Estate GmbH was granted the option to sell the
shares in pSMT-V to this purchaser between 1 January 2020 and 15 February 2020 ("Put-Option"). The purchase price for all of the shares in pSMT-V is EUR 1.
The parties also agree that the contractual agreements governing the sale and assignment of the
shares in pSMT and pSMT-V constitute an integrated set of legal agreements (rechtliche Einheit).
publity Investor GmbH also undertook to assume liability for all of the obligations of publity Real
Estate GmbH and Reinhardt Real Estate GmbH under this agreement.
f.

Agreement to purchase the Essen property/Karstadt headquarters

By notarised purchase agreement dated 10 April 2019, publity Theodor-Althoff-Straße 2 GmbH,
a sub-subsidiary of the Issuer, acquired a parcel of land in Essen, North Rhine-Westphalia, on
which commercial properties are located.
The purchase price for the land was EUR 71,092,500. Prior to the notarisation of the purchase
agreement, deposits totalling EUR 20,000,000 were paid into a notarial escrow account. The remaining purchase price of EUR 51,092,500 was also paid in full, by virtue of which possession
and the benefits and burdens associated with the property were transferred with effect as of 11
May 2019 (settlement date).
Theodor-Althoff-Straße 2 GmbH was entered in the land register as the owner of the property on
28 May 2019.
publity Theodor-Althoff-Straße 2 GmbH took over the tenancies and leaseholds that existed at
the time the purchase agreement was entered into. By way of a transfer of contract (Vertragsübernahme), publity Theodor-Althoff-Straße 2 GmbH also – with the effect of discharging
the seller's obligations – became a party to all legal relationships, rights and obligations of the
seller arising out of or in connection with the sale property, became the legal owner of the sale
property and became a party to contracts entered into by the seller after notarisation.
In addition, publity Theodor-Althoff-Straße 2 GmbH must indemnify the seller against any claims
and costs arising out of and in connection with building, planning, engineering, project management and project supervision measures for investments made in buildings on the sale property
("Capex Measures" and payments in that regard "Capex Payments"). The same applies to all
claims and costs arising out of and in connection with the sale property, the tenancy and leasehold
agreements, their management and/or administration (payments in this regard "Opex Payments").
The land was acquired "as is" in its used condition as at the time the agreement was concluded.
Unless otherwise agreed, rights and claims based on possible defects as to condition or quality or
title defects pertaining to the sale property are excluded. In addition, the seller is not liable for
environmental damage and sites of archaeological significance (in particular any known exposure
to asbestos).
The seller has given various warranties (Garantien) in relation to the sale property. However,
liability of the seller for breach of warranty or other liability under the purchase agreement only
exists if the amount of the claim asserted exceeds EUR 100,000 in the individual case and if the
combined total of the claims to be taken into account exceeds EUR 500,000. In general, all claims
against the seller arising out of or in connection with the purchase agreement are limited to a total
of EUR 2 million and generally become time-barred twelve months from the handover date, or in
exceptional cases, five years after the handover date.
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In order to fund the purchase price for the land, publity Theodor-Althoff-Straße 2 GmbH entered
into a credit facility agreement with Hamburg Commercial Bank AG for a credit facility of up to
EUR 130 million (see section XXXVI.2.a.), EUR 62.15 million of which is available to fund the
purchase price (and the remaining funds are to be used for renovation and modernisation work).
The remaining share of the purchase price was provided to publity Theodor-Althoff-Straße 2
GmbH by way of a shareholder loan.
g.

Agreement to purchase Access Tower

By notarised purchase agreement dated 30 April 2019, publity Real Estate 1 GmbH bought a
parcel of land in Niederrad/Frankfurt am Main, Hesse, on which the "Access Tower" office tower
is built.
The purchase price for the parcel of land was originally EUR 69,740,000, but this was increased
to EUR 73,120,000 by addendum dated 31 July 2019 as a result of the seller entering into a further
lease agreement. The purchase price falls due ten banking days after publity Real Estate 1 GmbH
receives a payment notice in which the acting notary confirms that the contractually agreed conditions for the purchase price falling due have been met, however the earliest due date for payment
is 30 December 2019. publity Real Estate 1 GmbH already paid a deposit of EUR 2 million into
a notarial escrow account on 29 April 2019. An additional deposit of EUR 5.3 million was paid
in October 2019.
The seller of the property undertook to a tenant to make certain payments to the tenant of EUR
502,128.49 and EUR 52,316.10 respectively. If the seller fails to demonstrate five banking days
prior to the purchase price falling due that these payments have been made, publity Real Estate 1
GmbH may withhold a corresponding amount of the purchase price.
The property is to be handed over at 24:00 hours on 31 December 2019, provided that the purchase
price has been paid in full, otherwise later at 24:00 hours on the date on which the purchase price
is paid (settlement date). Possession of the property, the risks, benefits and burdens associated
with it and all public law obligations relating to the sale property will be transferred to publity
Real Estate 1 GmbH on the settlement date.
From the date of notarisation of the purchase agreement, in other words from 30 April 2019 onwards, the seller is required to maintain the sale property in a proper condition and may only take
certain action in relation to the sale property (including enter into lease agreements, exploit or
grant rights in rem, initiate legal proceedings) with the consent of publity Real Estate 1 GmbH.
In addition, with effect as of the settlement date and subject to the condition precedent that settlement in fact occurs, the seller shall assign all claims it has against third parties in relation to the
sale property which arise or fall due on/after the settlement date or relate to the period after the
settlement date. Such assignment also includes claims based on defects and warranty claims relating to the sale property, claims under insurance policies and claims for damages and compensation.
publity Real Estate 1 GmbH purchases the sale property "as is" in its condition at the time the
agreement was concluded. Rights and claims on the part of publity Real Estate 1 GmbH for defects in the condition or quality of the parcel of land or the building located on the land are excluded, subject to agreements to the contrary. The seller's liability for environmental damage and
sites of archaeological significance is also excluded, unless caused by the seller. The purchase
agreement also contains further terms relating to environmental liabilities, which publity Real
Estate 1 GmbH must pass on to the purchaser and its legal successors if the sale property is resold.
With effect as of the settlement date and subject to the condition precedent that settlement in fact
occurs, publity Real Estate 1 GmbH assumes all rights and obligations under the property-related
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agreements attached as annexes to the purchase agreement. publity Real Estate 1 GmbH also
replaces the seller as party to a property management agreement with Access Property Management GmbH.
publity Real Estate 1 GmbH will not purchase the operating facilities attached to the sale property.
Instead, they will be purchased by publity Real Estate 2 GmbH for a purchase price of
EUR 180,000 pursuant to a separate purchase agreement.
On the settlement date, the seller will also transfer the lease agreements attached as annexes to
the purchase agreement, with publity Real Estate 1 GmbH assuming all of the rights and obligations under the lease agreements.
The seller is only liable under and in connection with the purchase agreement (for example if
warranties (Garantien) are incorrect) if the amount involved exceeds EUR 50 thousand and the
claims in aggregate exceed a threshold of EUR 200 thousand, however the seller is only liable for
up to EUR 400 thousand. Claims generally become time-barred 12 months from the date on which
possession is transferred.
The seller has the right to rescind the purchase agreement if (i) publity Real Estate 1 GmbH is
late with the payment of the remaining purchase price by at least twenty banking days, (ii) the
conditions under the purchase agreement for the purchase price to fall due are not met by 15
December 2019 at the latest, and (iii) if a statutory right of first refusal is exercised in respect of
the entire sale property (although in the latter case, publity Real Estate 1 GmbH also has the right
to rescind).
The seller also approved and publity Real Estate 1 GmbH applied for the registration of a priority
notice. The parties also approved and applied for the change of ownership to be registered in the
land register, with the acting notary being instructed to lodge the deed with the land registry only
once he has received confirmation of full payment of the purchase price.
In order to fund the purchase price, publity Real Estate 1 GmbH entered into a loan agreement
with Hamburg Commercial Bank AG for a loan of EUR 52 million (see section XXXVI.2.e.). As
at the date of the Prospectus, negotiations are also being conducted with Emerald Fund S.C.A.
SICAV-FIS for additional mezzanine financing of approximately EUR 21.5 million (see section
XIII.). The remaining share of the acquisition and transaction costs is to be paid using own funds.
Since the transfer of legal ownership (title) of the property to publity Real Estate 1 GmbH is
conditional upon full payment of the purchase price, and this will not occur until the end of December 2019 at the earliest, publity Real Estate 1 GmbH is not yet the legal owner of the property
as at the date of this Prospectus.
h.

Agreement to purchase the Sky Deutschland headquarters

By notarised purchase agreement dated 19 June 2019, publity Real Estate 3 GmbH purchased a
heritable building right attaching to a parcel of land in Unterföhring, on which an administration
building and an underground car park are the main buildings (the "Sky Deutschland headquarters"). The operating facilities do not form part of the sale property. They were purchased by
publity Real Estate 2 GmbH pursuant to a separate purchase agreement. The two purchase agreements are connected. The purchased heritable building right was created for a period of 99 years
from 30 December 2008.
publity Real Estate 3 GmbH also assumes the encumbrances in Division II of the heritable building rights register, as well as entries in the contaminated sites register (Altlastenkataster) and
obligations under public law and superseded law. Conversely, the encumbrances in Division III
of the heritable building rights register will be cancelled.
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The purchase price for the heritable building right is EUR 97,435,000. Prior to notarisation, a
deposit totalling EUR 2,000,000 was paid into a notarial escrow account. The remaining purchase
price is due and payable on or before 27 December 2019, provided certain conditions for the
purchase price falling due have been met, and this is confirmed by a payment notice from the
acting notary. If such conditions are not met by 17 December 2019, both parties have the right to
rescind the purchase agreement, provided they were not at fault. The seller is also entitled to
rescind the agreement if publity Real Estate 3 GmbH defaults on its payment obligations or a third
party exercises a right of first refusal. publity Investor GmbH undertook to assume joint and several liability for all of publity Real Estate 3 GmbH's obligations, however only up to an amount
of EUR 3,000,000. The purchase price for the operating facilities is EUR 65,000 and is due on
the same day as the purchase price for the heritable building right.
Possession of the property and the benefits and burdens associated with it are to be transferred on
31 December 2019 (24:00 hours) ("handover date"), even if the purchase price is paid after that
date. With effect as of the settlement date, publity Real Estate 3 GmbH will assume all rights and
obligations under the heritable building right agreement and will also take over the agreements
existing in respect of the sale property, particularly the existing lease agreement. publity Real
Estate 2 GmbH will become party to a lease agreement for the operating facilities.
The sale property was sold "as is" in its condition as at the handover date. Unless the agreement
provides otherwise, no rights or claims may be asserted on the grounds of defects as to condition
or quality or title defects. The seller has given warranties (Garantieerklärungen), particularly in
relation to the sale property and the nature of the existing leases. However, the seller shall only
be liable if the loss or damage in the individual case exceeds at least EUR 35,000 and in aggregate
reaches a minimum of EUR 350,000. In any case, the seller's liability is limited to 5% of the
purchase price, and claims become time-barred 15 months from the handover date.
The seller also approved and publity Real Estate 3 GmbH applied for the registration of a priority
notice. The parties also approved and applied for the transfer of the heritable building right to be
registered in the heritable building rights register.
In order to fund the purchase price, publity Real Estate 3 GmbH entered into a loan agreement
with Landesbank Hessen-Thüringen (Girozentrale) for a loan of EUR 67 million (see section
XXXVI.2.c.). The remaining share of the acquisition and transaction costs is to be paid using own
funds.
Since the transfer of legal ownership (title) of the heritable building right to publity Real Estate 3
GmbH is conditional upon full payment of the purchase price, and this will not occur until the
end of December 2019 at the earliest, publity Real Estate 3 GmbH is not yet the legal owner of
the heritable building right as at the date of this Prospectus.
i.

Agreement to purchase land in Eschborn

By notarised purchase agreement dated 20 September 2019, publity Real Estate 5 GmbH bought
a parcel of land in Eschborn, near Frankfurt am Main, Hesse, with an office complex built on it.
Meanwhile, the operating facilities attached to the sale property were purchased by publity Real
Estate 2 GmbH for a purchase price of EUR 65,000 pursuant to a separate purchase agreement of
the same date.
The purchase price for the land is EUR 44,035,000. The due date for payment of the purchase
price will depend on when publity Real Estate 5 GmbH receives the notary's payment notice in
which it is confirmed that the contractually agreed conditions for the purchase price falling due
have been met, however the earliest due date for payment is 27 November 2019. The purchase
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price for the operating facilities is due at the same time as the purchase price for the land. Prior to
notarisation, a deposit totalling EUR 1 million was deposited into a notarial escrow account.
The seller of the property has undertaken to execute an addendum to the lease agreement with a
tenant. If this does not occur by the time the purchase price falls due, the notary will retain an
amount of EUR 100,000 and will not disburse this amount to the seller. Amounts of EUR 110,000
and EUR 50,000 respectively will also be retained in the event that the seller does not provide
evidence of the completion of certain noise insulation work and renovations.
The property is to be handed over on the first day of the month following the month in which the
purchase price is received (handover date). Possession of the property and its associated risks,
benefits and burdens will be transferred to publity Real Estate 5 GmbH on the settlement date.
From the date of notarisation of the purchase agreement, in other words from 20 September 2019
onwards, the seller is required to maintain the sale property in a proper condition and may only
take certain action in relation to the sale property with the consent of publity Real Estate 5 GmbH.
As of the handover date, publity Real Estate 5 GmbH will replace the seller as party to the tenancy
and lease agreements existing at the time. The same will apply with respect to certain agreements
with utility companies, service providers and insurers that exist in relation to the property and the
building.
publity Real Estate 5 GmbH purchases the sale property "as is" in its condition at the time the
agreement was concluded. Rights and claims on the part of publity Real Estate 5 GmbH for defects as to condition or quality or title defects are excluded, subject to agreements to the contrary.
The seller's liability for environmental damage is also excluded.
The seller has also given extensive warranties (Garantien) in relation to the sale property, including as regards the property and the building located on it, leases and licences, employment contracts and the fact that none exist and other matters. If the seller breaches any of the warranties,
publity Real Estate 5 GmbH is to set a period within which the breach must be cured. If that period
expires without result, it may claim compensation for the loss or damage suffered as a result of
the breach. The seller's liability for breach of warranty and/or its other liability for obligations
relating to the sale property is limited to a total amount of EUR 4,410,000. Claims usually become
time-barred 12 months after the handover date.
In addition, publity Real Estate 5 GmbH is also jointly and severally liable for publity Real Estate
2 GmbH's obligations under the purchase agreement. Furthermore, the purchase agreement establishes claims on the part of publity Real Estate 5 GmbH in relation to the sale property and claims
on the part of publity Real Estate 2 GmbH in relation to the operating facilities.
The seller also has the right to rescind the agreement if the purchasers default on payment of the
respective purchase prices and the other statutory requirements for rescission are met. The right
of rescission also specifically applies in the event that a statutory right of first refusal is exercised
or approvals necessary for the performance of the agreement are not granted. In the latter case,
publity Real Estate 5 GmbH also has the right to rescind the agreement. publity Real Estate 5
GmbH may also rescind the agreement if the conditions for the purchase price falling due are
unable to be met.
The seller also approved and publity Real Estate 5 GmbH applied for the registration of a priority
notice. The parties also approved and applied for the change of ownership to be registered in the
land register, with the acting notary being instructed to lodge the deed with the land registry only
once he has received confirmation of full payment of the purchase price (including the purchase
price for the operating facilities).
374

Emerald Fund S.C.A. SICAV-FIS has given a commitment to grant a loan of EUR 42 million to
finance the purchase price. A loan agreement in this regard is to be executed shortly (see section
XXXVI.2.f.). The remaining share of the acquisition and transaction costs will be paid using own
funds.
Since the transfer of legal ownership (title) of the property to publity Real Estate 5 GmbH is
conditional upon full payment of the purchase price, and this will not occur until the end of November 2019 at the earliest, publity Real Estate 5 GmbH is not yet the legal owner of the property
as at the date of this Prospectus.
2.

Loan agreements and mezzanine financing

a.

Credit facility agreement for EUR 130 million between publity Theodor-Althoff-Straße
2 GmbH and Hamburg Commercial Bank

On 10 April 2019, publity Theodor-Althoff-Straße 2 GmbH (the borrower) entered into a credit
facility agreement with Hamburg Commercial Bank AG (the lender) ("HCOB") for a loan of up
to EUR 130 million maturing no later than 30 April 2021 in order to partially finance the purchase
price for the property in Essen/Karstadt headquarters (see section XXXVI.1.f.) as well as to finance certain renovation and modernisation measures to be carried out on the aforementioned
property in Essen (see section XXXVI.3. for details of the material agreements in this context).
The loan proceeds are to be disbursed in two stages and in a total of four tranches. In phase 1, a
loan instalment of no more than EUR 62.15 million was available to purchase the property in
Essen (tranche 1). The remaining loan amount of EUR 67.85 million will be divided into three
tranches as follows: EUR 53.5 million will be available to co-finance the renovation and modernisation measures to be carried out in the areas of the Essen property that are leased to the German
State (Land) of North Rhine-Westphalia (tranche 2a), and EUR 7.3 million will be available to
co-finance the building cost subsidy (Baukostenzuschuss) for renovating the areas leased to
Karstadt Warenhaus GmbH (tranche 2b). In addition, EUR 7.05 million will be available to fund
any building cost blow-outs in connection with the renovation and modernisation work being
performed for the German State of North Rhine-Westphalia (tranche 3). The facility agreement
provides that draw-downs in phase 2 (tranches 2a, 2b and 3) are to be in line with the progress of
construction.
The borrower may elect to take up the credit facility as an overdraft facility, a fixed rate loan, or
a bank guarantee (Avalkredit):
If taken up as an overdraft facility, the borrowing rate is 5.00% p.a., but is variable. Any adjustment of the borrowing rate is based on changes in the 1 month EURIBOR rate (reference rate). If
on certain review dates the reference rate is found to have changed by more than 0.25 percentage
points, the variable borrowing rate will rise or fall by the same number of percentage points. If
the facility is overdrawn, then among other things a fixed additional 5 percentage points is payable
as additional interest on the amount by which the maximum loan amount is overdrawn.
The facility may also be taken up in the form of a loan based on a fixed borrowing rate, with no
more than four parallel fixed rate loans of at least EUR 1 million each being permitted, each
counting towards the maximum loan amount. If this type of facility is elected, publity TheodorAlthoff-Straße 2 GmbH must make a separate request for each draw-down. In this case, the fixed
borrowing rate is calculated based on the reference rate and the interest margin. The reference
rate here is the 3 month EURIBOR at a certain point in time, although the borrowing rate will be
at least 2.15% p.a. for tranches 1, 2a and 2b and at least 3.00% for tranche 3, regardless of changes
in the reference rate. The interest margin for tranches 1, 2a and 2b is 2.15 percentage points, and
3.00 percentage points for tranche 3. The borrowing rate is calculated based on the euro method.
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The fixed rate period ends after three months like the reference rate. The parties may agree to
vary the conditions prior to the end of any fixed rate period.
Finally, the facility may also be taken up in the form of a bank guarantee, whereby HCOB agrees
to act as guarantor for publity Theodor-Althoff-Straße 2 GmbH (i.e. undertakes to assume liability). publity Theodor-Althoff-Straße 2 GmbH may elect the bank guarantee option by issuing a
guarantee request using the relevant HCOB form. HCOB reserves the right to refuse to assume
liability in individual cases. HCOB receives a guarantee fee of 1.50% p.a. for each liability assumed.
Regardless of the form the facility takes, HCOB receives an annual commitment fee for providing
the credit facility of 0.60% for tranches 1, 2a and 2b and 1.00% for tranche 3, with the commitment fee being calculated based on the loan amount not yet drawn down.
Among other things, it is necessary to demonstrate that the agreed collateral has been validly
provided in order to draw down the facility. This collateral includes, in particular, (i) a collective
land charge (Gesamtbuchgrundschuld) of EUR 130 million on the property in Essen (registered
in the land register on 30 April 2019), (ii) the pledge of any credit balance in publity TheodorAlthoff-Straße 2 GmbH's loan account and rent receipt account with HCOB, (iii) the assignment
of rights and claims under tenancy and lease agreements with tenants/lessees of the mortgaged
property, and (iv) the assignment of rights and claims under existing or future agreements with
general contractors and existing or future construction contracts, as well as all other existing and
future agreements of any type relating to the construction project, including the guarantees securing such claims.
In addition, on 10 April 2019, Mr Thomas Olek provided a directly enforceable guarantee for an
indefinite term of an amount of up to EUR 30,000,000 as security for HCOB's claims.
In addition, publity Theodor-Althoff-Straße 2 GmbH has undertaken to submit construction progress reports to HCOB at least every quarter, which will contain key information relating to construction progress. In addition, rental income in respect of the mortgaged property and other income of publity Theodor-Althoff-Straße 2 GmbH must be paid exclusively into the rent receipt
account. publity Theodor-Althoff-Straße 2 GmbH may only avail itself of these funds in accordance with a certain order of payments specified in the facility agreement.
If the lease agreements in respect of the mortgaged property are amended, the amendments must
be agreed with HCOB, with adjusted net annual "cold" rent of EUR 9.15 million being required.
If the leases agreed with Karstadt Warenhaus GmbH or the German State of North Rhine-Westphalia are amended for the worse, the remaining account balance is to be transferred to a "cash
trap" account in accordance with the above order of payments. If, despite payment into the cash
trap account, HCOB remains exposed to an increased credit risk, HCOB may set a certain period
within which the breach of contract must be cured, and if this period expires without result, it has
a right to terminate without notice. This right exists – and is without prejudice to HCOB's right to
terminate on other legitimate grounds – even if publity Theodor-Althoff-Straße 2 GmbH registers
encumbrances on one or more of the mortgaged properties in Division III of the land register that
are subordinate to HCOB's mortgage. An entitlement to terminate without notice also arises if,
inter alia, there is a change in ownership (change of control). The credit facility agreement contains extensive provisions in relation to this, which affect not just publity Theodor-Althoff-Straße
2 GmbH, but also TO-Holding GmbH, TO Holding 2 GmbH, publity AG, publity Investor GmbH,
publity Real Estate GmbH and Mr Olek personally.
Since the costs of acquiring the property in Essen and the financing of the renovation and modernisation work are likely to amount to approximately EUR 153.1 million, the facility agreement
also provides that publity Theodor-Althoff-Straße 2 GmbH is required to raise a total of EUR
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23.1 million of its own funds for this purpose. This amount is required to be applied towards
financing the above projects as follows: EUR 20 million prior to the initial disbursement of loan
proceeds and EUR 3.1 million from lease/rental income from the mortgaged property (property
in Essen). Any other costs incurred and exceeding the maximum loan amount of EUR 130 million
must also generally be covered out of the company's own funds.
The credit facility must be repaid in a single sum no later than the end of its term. If it is repaid
early, an early repayment fee of 1.50% of the repayment amount will be charged. If the mortgaged
property is sold before the end date of the credit facility, the purchase price must be used to repay
the loan in full. HCOB will discharge the mortgage on the mortgaged property against repayment
of the facility from the purchase price, provided the buyer's credit rating meets HCOB's requirements.
As at the date of this Prospectus, a total of EUR 82.9 million of the loan has already been drawn
down and disbursed. Depending on the progress of the aforementioned renovation and modernisation measures, there is therefore another EUR 47.1 million available under the loan which have
not yet been disbursed.
b.

Loan agreement between property companies of the Issuer and Hamburg Commercial
Bank for EUR 70 million

On 21/25 March 2019, PREOS 1. Beteiligungsgesellschaft mbH, PREOS 2. Beteiligungsgesellschaft mbH, Objekta Fütingsweg GmbH, PREOS 4. Beteiligungsgesellschaft mbH, PREOS 5.
Beteiligungsgesellschaft mbH, LVG Nieder-Olm GmbH, PREOS 7. Beteiligungsgesellschaft
mbH, PREOS 8. Beteiligungsgesellschaft mbH, PREOS 9. Beteiligungsgesellschaft mbH,
PREOS 10. Beteiligungsgesellschaft mbH, PREOS 11. Beteiligungsgesellschaft mbH and
PREOS 12. Beteiligungsgesellschaft mbH (the "borrowers") entered into a loan agreement with
Hamburg Commercial Bank for an amount totalling EUR 70,000,000 (the "Loan Agreement"),
which was split into twelve individual loans to the individual borrowers. The Loan Agreement
provides that the borrowers are jointly and severally liable for repayment of the loan, and the
agreement has a fixed term ending on 31 March 2021. The loans under the Loan Agreement must
be fully repaid on or before this date, and interest is payable in arrears at the end of each quarter.
Hamburg Commercial Bank has no right to terminate the Loan Agreement subject to a notice
period. The overall commitment under the loans is secured by registered mortgages on the properties held by the respective borrowers, by each borrower agreeing to submit to immediate foreclosure, the pledge of account balances, the assignment of rights under the respective lease agreements existing in respect of the properties of the borrowers, the assignment of rights under agreements to sell the properties, the assignment of rights under insurance policies covering the properties and a subordination agreement (Rangrücktritts- und Belassungsvereinbarung), to which the
Issuer is also a party in addition to the borrowers and Hamburg Commercial Bank. Under the
subordination agreement, the Issuer's claims under the cash pooling agreements (see section
XXXIV.6.) are subordinate to Hamburg Commercial Bank's claims against the borrowers and its
claims against PREOS 3. Beteiligungsgesellschaft mbH and PREOS 6. Beteiligungsgesellschaft
mbH. The Issuer also undertakes not to collect or otherwise realise its claims against the borrowers. The Loan Agreement contains a "change of control" clause, under which Mr Thomas Olek
must always (indirectly) hold at least 50% of the shares in the borrowers and control at least 50%
of the voting rights, and be able to appoint the majority of the members of the management body
of each of the borrowers. If this ceases to be the case, Hamburg Commercial Bank has the right
to terminate all of the loans under the Loan Agreement without notice.
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A total of EUR 66.65 million of the loan has already been drawn down. By loan agreement addendum dated 3 July 2019, it was agreed that the originally agreed period for accepting the remaining EUR 3.35 million of the loan would run until 30 August 2019. The remaining loan
amount was not accepted by that date, so therefore no further proceeds will be disbursed under
the loan.
c.

Loan agreement between publity Real Estate 3 GmbH and Landesbank Hessen-Thüringen Girozentrale for EUR 67 million

On 4 November 2019, publity Real Estate 3 GmbH (the borrower) entered into a loan agreement
with Landesbank Hessen-Thüringen Girozentrale (the lender) for a loan of EUR 67 million in
order to partially finance the purchase of the heritable building right attaching to a parcel of land
in Unterföhring, on which an administration building and an underground car park are built ("Sky
Deutschland headquarters" and hereinafter also referred to as the "Mortgaged Property") (see section XXXVI.1.h.).
The term of the loan is two years from the date of signing the loan agreement, however it shall
not extend beyond 31 December 2021 and, with the exception of mandatory repayments in special
circumstances, for example if the Mortgaged Property is sold or in the event of a change of control, the loan must be repaid in a single sum at the end of its term.
publity Real Estate 3 GmbH is liable to pay a fixed interest rate for each interest period comprising
a reference rate (the 3 month EURIBOR for the interest period) plus a credit margin (210 basis
points p.a. in the first year and 140 basis points p.a. in the second year of the loan term). Interest
is paid every quarter.
As security for the lender's claims, it is to be granted collateral including a mortgage of EUR 67
million over the Mortgaged Property, as well as other collateral furnished in particular by assigning (as security) the claims under all agreements entered into in connection with the Mortgaged
Property (particularly including lease agreements, purchase and sale agreements, insurance policies) and pledging the claims arising in connection with rent and reserve accounts. Furthermore,
if the sole tenant of the Mortgaged Property exercises a special right of termination, the available
balance in the rent receipt account is to be paid into a "cash trap account", which will be released
after repayment of the loan.
publity Real Estate 3 GmbH is required to accept the loan within three months of signing the
agreement at the latest, however no loan proceeds will be disbursed until certain prerequisites
have been met. These prerequisites for disbursement specifically include: (i) the execution of
security agreements; (ii) proper registration of the mortgage; (iii) the production of certain property-related information (including notification by the notary that the purchase price for the "Sky
Deutschland headquarters" is due); and (iv) the production of other documents. If the loan is not
accepted within three months of execution of the agreement at the latest, publity Real Estate 3
GmbH will be required to pay a non-acceptance fee and the lender will have the right to terminate
the agreement for good cause.
The loan agreement also contains the usual ongoing obligations and conditions to be complied
with and representations made by publity Real Estate 3 GmbH, including with regard to the condition and management of the Mortgaged Property, as well as corporate law status/shareholder
structure and the non-existence of legal disputes. publity Real Estate 3 GmbH has also undertaken
to comply with an interest service cover ratio ("ISCR") of at least 200%. The ISCR refers to the
ratio between the expected net rental income during a defined calculation period and expected
interest expenses during the respective calculation period. In addition, publity Real Estate 3
GmbH has committed to an LTV (loan to value) ratio of no more than 75%. The LTV ratio refers
to the ratio between the outstanding amount under the loan and the current market value of the
378

Mortgaged Property. If one or more of the ratios is not maintained, the lender has the right to
revoke the authority granted to publity Real Estate 3 GmbH over the rent receipt account. At the
same time, the loan agreement provides for mechanisms to cure a breach of the agreed ratios by
making payments to a reserve account.
The loan agreement also provides for various rights of termination exercisable by the lender, specifically in the event (i) of default, (ii) that a financial ratio is breached and the breach is not cured,
(iii) that insolvency proceedings are commenced with respect to the assets of publity Real Estate
3 GmbH, (iv) of the provision of security in breach of the agreement, (v) of a change of control,
and in other situations.
The loan proceeds are not to be disbursed until the purchase price for the "Sky Deutschland headquarters" falls due. This will occur no earlier than the end of December 2019 (see section
XXXVI.1.h.). The loan proceeds have therefore not yet been disbursed as at the date of this Prospectus.
d.

Mezzanine loan agreement for EUR 60 million between publity Real Estate GmbH and
NongHyup/IGIS Global (and security agreements)

On 4 September 2019, publity Real Estate GmbH (the borrower) entered into a loan agreement
with NongHyup Bank, as trustee of IGIS Global Real Estate Investment Trust No. 262 (the
lender), for a mezzanine loan of EUR 60 million. The loan proceeds were disbursed in full on 10
September 2019, with EUR 30 million being passed on as security to TO-Holding GmbH by way
of an upstream loan (see details below) and the remaining EUR 30 million being provided to
publity Theodor-Althoff-Straße 2 GmbH by way of a shareholder loan. publity Theodor-AlthoffStraße 2 GmbH used EUR 20 million of that amount to repay a shareholder loan, which had originally been granted to it by publity Real Estate GmbH in order to purchase the property in Essen
(see section XXXVI.1.f.), and EUR 10 million is available to be used, for example, to cover costs
in connection with construction measures.
The loan must be repaid 15 months from the date of disbursement. publity Real Estate GmbH
does, however, have the option of repaying the loan early on certain dates. The loan becomes
repayable immediately in the event of a change of control or the sale of the property in Essen or
the shares in publity Theodor-Althoff-Straße 2 GmbH.
publity Real Estate GmbH is liable to pay a fixed interest rate with two components, namely (i)
interest of 5.00% p.a. (based on the originally disbursed loan amount), which is payable every
quarter, and (ii) interest also of 5.00% p.a. which, if publity Real Estate GmbH so elects, may be
capitalised (i.e. added to the outstanding loan amount) and in this case does not fall due until the
loan amount falls due.
As security for the lender's claims, it was provided with various collateral under separate security
agreements. Among other things, publity Investor GmbH pledged the shares it holds in publity
Real Estate GmbH to the lender, and publity Real Estate GmbH granted a pledge (Pfandrecht)
over its bank accounts to the lender. TO-Holding GmbH also pledged shares it holds in publity
AG valued at no less than EUR 120 million to the lender. In light of this, EUR 30 million of the
loan obtained by publity Real Estate GmbH was passed on to TO-Holding GmbH by way of an
upstream loan. This upstream loan is intended to serve as security for TO-Holding GmbH in the
event that the lender realises the pledged shares in publity AG, for example because publity Real
Estate GmbH fails to comply with its payment obligations under the mezzanine loan agreement.
The value of the shares pledged to the lender as security by TO-Holding GmbH will decrease
from EUR 120 million to EUR 60 million if an "exit release event" occurs, which will particularly
be deemed to be the case if (i) the property in Essen is sold for a purchase price of at least EUR
210 million, or (ii) a refinancing agreement for at least EUR 180 million is concluded for the
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property in Essen (see also section XIV.). In such a case, TO-Holding GmbH has undertaken to
repay to publity Real Estate GmbH the upstream loan of EUR 30 million granted as security.
In addition, publity Investor GmbH, the sole shareholder of publity Real Estate GmbH, undertook
to the lender in a separate put option agreement to purchase from the lender the lender's claim
against publity Real Estate GmbH under the loan in the event that a "put option" is exercised, and
in so doing to pay a purchase price equivalent to the amount outstanding under the loan, plus any
outstanding interest and penalty payments. The lender may exercise the put option if payment
obligations are not met or in certain events of default.
publity Real Estate GmbH has also undertaken to comply with extensive conduct requirements,
for example it has undertaken – with the exception of certain permitted cases – (i) not to enter
into any financial obligations or allow any to continue, and (ii) not to grant any security interests
or allow such interests to continue to exist in its assets or the assets of publity Theodor-AlthoffStraße 2 GmbH, and (iii) not to become a party to any profit and loss transfer agreement, any
conversion, merger, split-up or change of legal form or similar measure. In addition, publity Real
Estate GmbH must maintain certain financial ratios and must ensure that publity Investor GmbH
is able to demonstrate that it has a certain amount of own funds.
Finally, the loan agreement provides for various rights of termination exercisable by the lender,
for example in the event (i) of default, (ii) of a breach of any obligation under the security documents, (iii) that insolvency proceedings are commenced, or (iv) of breach of one or more of the
representations and warranties given in the loan agreement, without such breach being cured.
e.

Loan agreement between publity Real Estate 1 GmbH and Hamburg Commercial Bank
AG for EUR 52 million

On 6 September 2019, publity Real Estate 1 GmbH (the borrower) entered into a loan agreement
with Hamburg Commercial Bank AG (the lender) for a loan of EUR 52 million in order to partially finance the acquisition and transaction costs for the "Access Tower" property (see section
XXXVI.1.g.).
The loan must be fully repaid at the end of its term on 30 December 2022. If the loan is repaid
early, early repayment penalties may apply. publity Real Estate 1 GmbH is liable to pay a borrowing rate consisting of a reference rate (EURIBOR for each three-month fixed rate period) and
a fixed interest margin agreed for the term of the loan (2.10 percentage points), however the minimum borrowing rate is 2.10% p.a. Interest is payable quarterly in arrears. publity Real Estate 1
GmbH is also required to enter into a transaction for an interest rate hedging instrument.
publity Real Estate 1 GmbH may terminate the loan with effect as of the end of a fixed interest
period by giving one month's notice. The lender is not entitled to terminate the loan by giving
notice, however this does not affect its right to terminate without notice if there is good cause for
doing so. This will particularly be the case if publity Real Estate 1 GmbH or a provider of security
or a jointly liable party fails to fulfil material obligations under the loan agreement or the security
documents on time or at all, enforcement proceedings are initiated with respect to the mortgaged
property ("Access Tower"), relevant circumstances of, for example, publity Real Estate 1 GmbH
undergo material change, a change of control as defined in the loan agreement occurs, or a subordinated encumbrance is created in respect of the "Access Tower" property, with the exception
of an encumbrance in favour of a mezzanine financier.
As security for the loan, collateral including a mortgage of EUR 52 million over the "Access
Tower" property was provided in favour of the lender. In addition to other collateral, publity Real
Estate 1 GmbH also assigned to the lender all credit balances, particularly the credit balance in its
rent receipt account, and all claims against tenants/lessees.
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publity Real Estate 1 GmbH has also committed to maintaining certain financial ratios. It has thus
committed to maintaining an interest service cover ratio of 240% (the interest service cover ratio
is the ratio between net rental income and interest expenses) and an LTV (Loan to Value) ratio of
no more than 80% (the LTV ratio is the ratio between the total debt under the loan and the most
recent independent assessment of the market value of the financed mortgaged property (the "Access Tower" property)). publity Real Estate 1 GmbH is also required to ensure that the weighted
average unexpired lease term under the lease agreements existing in respect of the "Access
Tower" property does not fall below defined values in certain periods ("WAULT" covenant).
The loan proceeds are not to be disbursed until the purchase price for "Access Tower" falls due.
This will occur no earlier than the end of December 2019 (see section XXXVI.1.g.). The loan
proceeds have therefore not yet been disbursed as at the date of this Prospectus.
f.

Commitment to enter into a loan agreement between publity Real Estate 5 GmbH and
Emerald Fund S.C.A. SICAV-FIS for EUR 42 million.

On 14 November, 2019, Emerald Fund S.C.A. SICAV-FIS, a Luxembourg partnership limited by
shares, gave a commitment to publity Real Estate 5 GmbH (and publity Investor GmbH) to grant
a loan in the amount of EUR 42 million. The commitment to grant a loan is subject to certain
conditions which publity Real Estate 5 GmbH/publity Investor GmbH can satisfy unilaterally.
The loan is to be granted in accordance with a loan agreement containing the following provisions:
publity Real Estate 5 GmbH is the borrower, Emerald Fund S.C.A. SICAV-FIS is the lender. The
loan is for a total amount of EUR 42 million, under which publity Real Estate 5 GmbH can draw
down the loan proceeds in several tranches as required. The loan proceeds are to be used to partially finance the acquisition and transaction costs for the property in Eschborn (see section
XXXVI.1.i.).
The loan bears interest at a rate of 1.20% per month; the interest is payable monthly. The loan
proceeds are due for repayment twelve months after they were disbursed.
publity Real Estate 5 GmbH will provide certain security for the loan, including a mortgage for
the same amount as the loan over the property in Eschborn.
The loan agreement is to financial covenants. These covenants provide that – for as long as there
are amounts outstanding under the loan agreement – the market value of the property in Eschborn
must be assessed at no less than EUR 70 million, and that the outstanding amount under the loan
may at no time exceed 60% of the property's market value. If these financial covenants are
breached and the breach is not cured or rectified, the lender may (i) call in the outstanding amount
under the loan for immediate repayment, (ii) terminate all of the lender's obligations under the
loan agreement and (iii) seek enforcement of the security agreements.
This right to terminate without notice for good cause will also apply in the event of any breach of
other conduct requirements or representations and warranties made or given by publity Real Estate 5 GmbH. publity Real Estate 5 GmbH also warrants that it will not sell or dispose of the
property in Eschborn (or parts thereof), it will not encumber the property without the prior consent
of the lender, and nor will it enter into any further borrowing arrangements in connection with the
property. Other representations and warranties have also been given, for example, in relation to
the insurance of the property, its management in accordance with environmental law and tax law
issues. The lender also has a right to terminate without notice if any "events of default" occur.
Such events particularly include payment default or discontinuation of payments or insolvency,
the (imminent) abandonment of material parts of the business or inability to meet the obligations
under the loan agreement and/or the security agreements.
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The loan agreement is to be executed shortly. However, the loan proceeds are not to be disbursed
until the purchase price for the property in Eschborn falls due. This will occur no earlier than the
end of November 2019 (see section XXXVI.1.i.). The loan proceeds have therefore not yet been
disbursed as at the date of this Prospectus.
g.

Loan agreement between publity Investor GmbH and Emerald Fund S.C.A. SICAV-FIS
for EUR 10 million

On 5 April 2019, publity Investor GmbH (the borrower) entered into a loan agreement with Emerald Fund S.C.A. SICAV-FIS, a Luxembourg partnership limited by shares (the lender), for a
total amount of EUR 10 million. The loan proceeds were disbursed in full in April 2019, after the
deduction of a commitment and administration fee. publity Investor GmbH used the borrowed
funds to purchase additional properties. The loan bears interest at a rate of 1.29% per month; the
interest is payable monthly. The loan proceeds are due for repayment twelve months after they
were disbursed. However, the parties have agreed that publity Investor GmbH may request that
the term be extended until the end of December 2020.
publity Investor GmbH provided certain security for the loan, including (i) a mortgage of EUR
10 million over the property it directly holds in Mülheim; and (ii) the assumption of personal
liability for the value of the land charge and its consent to immediate foreclosure with respect to
all of its assets. The parties also entered into a corresponding agreement governing the purpose
of the furnished security.
The loan agreement contains financial covenants that publity Investor GmbH is required to meet.
These covenants provide that – for as long as there are amounts outstanding under the loan agreement – the market value of publity Investor GmbH's directly held property in Mülheim must be
assessed at no less than EUR 17.3 million, and that the outstanding amount under the loan may at
no time exceed 58% of the property's market value. If these financial covenants are breached and
the breach is not cured or rectified, the lender may (i) call in the outstanding amount under the
loan for immediate repayment, (ii) terminate all of the lender's obligations under the loan agreement and (iii) seek enforcement of the security agreements.
This right to terminate without notice for good cause also applies in the event of any breach of
other conduct requirements or representations and warranties made or given by publity Investor
GmbH. These representations and warranties particularly include a representation that publity
Investor GmbH is the owner of the property, that it is authorised to enter into the loan agreement
and the security agreements and that no administrative or court proceedings are being conducted
against it. publity Investor GmbH has also warranted that it will not sell or dispose of its property
in Mülheim (or parts thereof), it will not encumber the property without the prior consent of the
lender, and nor will it enter into any further borrowing arrangements in connection with the property. Other representations and warranties have also been given, for example, in relation to the
insurance of the property, its management in accordance with environmental law and tax law
issues. The lender also has a right to terminate without notice if any "events of default" occur.
Such events particularly include payment default or discontinuation of payments or insolvency,
the (imminent) abandonment of material parts of the business or inability to meet the obligations
under the loan agreement and/or the security agreements.
h.

Loan agreement between Projekta Lüdenscheid 1 GmbH and Volksbank Ruhr Mitte eG
for EUR 3.3 million

On 16 October 2018, Projekta Lüdenscheid 1 GmbH (hereinafter "PL 1 GmbH") entered into a
loan agreement with Volksbank Ruhr Mitte eG (the lender) for a loan of EUR 3.3 million in order
to partially finance the acquisition and transaction costs for a property in Lüdenscheid. By share
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purchase agreement dated 17 July 2019, PREOS 13. Beteiligungsgesellschaft mbH purchased
94.9% of the shares in Projekta Lüdenscheid 1 GmbH, and in connection with this also assumed
this loan with Volksbank Ruhr Mitte eG (see section XXXVI.1.c.).
The loan proceeds had already been disbursed in full before PREOS 13. Beteiligungsgesellschaft
mbH acquired the shares in PL 1 GmbH. The loan bears interest at a rate of 2.46% p.a.; the borrowing rate is fixed until 30 September 2028 and is payable monthly. 3.0% of the original loan
amount is to be repaid each year, plus the interest saved by virtue of the repayment of principal.
However, PL 1 GmbH has the option every calendar year of making a special repayment of EUR
330,000.
Collateral was furnished to Volksbank Ruhr Mitte eG as security for the loan, which included a
mortgage of EUR 3.3 million over the property in Lüdenscheid and the assignment of all rent
receivables in respect of the property.
It was also agreed that the standard banking terms and conditions (AGB-Banken) would apply.
Under the terms and conditions, the lender has the right to, among other things, terminate the loan
without notice for good cause, particularly if (i) the property in Lüdenscheid is sold, (ii) foreclosure or sequestration is ordered in respect of the property in Lüdenscheid, or (iii) PL 1 GmbH's
financial situation deteriorates substantially.
i.

Loan agreement between publity St. Martin Tower GmbH and Landesbank HessenThüringen (Girozentrale)

On 6 December 2018, publity St. Martin Tower GmbH (trading at the time as Immo Hansa Beteiligungsgesellschaft mbH and hereinafter referred to as "pSMT") (the borrower) entered into a
loan agreement with Landesbank Hessen-Thüringen Girozentrale (the lender) for a loan of EUR
94.25 million in order to refinance existing liabilities. The loan is for a term of seven years with
a fixed interest rate totalling 1.86% p.a. As security for the lender's claims, it was granted collateral including a mortgage of EUR 94.25 million over the "St Martin Tower" heritable building
right, as well as other collateral.
In April 2019, publity Real Estate GmbH acquired 94.9% of the shares in pSMT, and by purchasing the shares in pSMT also assumed and continued the loan with Landesbank Hessen-Thüringen
(Girozentrale) (see section XXXVI.1.d.). At the time that publity Real Estate GmbH purchased
the shares in pSMT, the loan had already been disbursed in full.
However, by notarised share purchase agreement dated 4/5 October 2019, publity Real Estate
GmbH resold its 94.9% shareholding in pSMT (see section XXXVI.1.e.). In connection with this
transaction, the purchasers also intend to assume pSMT's loan with Landesbank Hessen-Thüringen (Girozentrale).
As at the date of this Prospectus, the purchase price has not yet been paid, and therefore legal
ownership (title) has not yet been transferred to the purchasers. Similarly therefore, the loan liability has not yet been assumed by the purchasers. The transfer is expected to take place at the
end of November 2019.
j.

Mezzanine loan agreement for EUR 25 million between publity Real Estate GmbH and
NongHyup/IGIS Global

On 17 April 2019, publity Real Estate GmbH (the borrower) entered into a loan agreement with
NongHyup Bank, as trustee of IGIS Global Real Estate Investment Trust No. 262 (the lender),
for a mezzanine loan of EUR 25 million in order to partially finance the share purchase agreement
discussed in section XXXVI.1.d. in relation to the shares in publity St. Martin Tower GmbH
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(hereinafter referred to as "pSMT"). The loan proceeds were disbursed in full at the end of April
2019.
Under the loan, publity Real Estate GmbH is liable to pay a fixed interest rate comprising (i) fixed
interest of 5.00% p.a. (which is payable every quarter), and (ii) fixed interest of 7.00% p.a. (which,
if publity Real Estate GmbH so elects, may be capitalised, i.e. added to the outstanding loan
amount). As security for the lender's claims for repayment, the shares in pSMT held by publity
Real Estate GmbH were pledged to the lender, and additional collateral was furnished.
The term of the loan is three years. However, it is agreed that the loan will become repayable if
publity Real Estate GmbH's shares in pSMT are sold. When the shares in pSMT were sold in
October 2019 (see section XXXVI.1.e.), it was intended that the loan would then be discharged.
However, the loan is only to be discharged once the purchasers have paid the purchase price for
the shares in pSMT. Such payment is not expected until the end of November 2019 at the earliest,
so discharge of the loan is also expected to occur at around the same time.
3.

Other material agreements

a.

Building contract in respect of the property in Essen

By notarised purchase agreement dated 10 April 2019, publity Theodor-Althoff-Straße 2 GmbH
acquired a parcel of land in Essen, North Rhine-Westphalia, on which commercial properties are
located (see section XXXVI.1.f.).
The original owner and seller of the property had entered into a building contract on 29 April
2019 with Zech Bau GmbH relating to certain construction and modernisation work, and publity
Theodor-Althoff-Straße 2 GmbH became a party to that contract. The reason for entering into the
building contract was to render certain parts of the land and buildings fit for rental to additional
tenant, the German State of North Rhine-Westphalia, which wishes to operate various police departments there in the future.
Under the building contract, Zech Bau GmbH has specifically undertaken to perform various
types of site work including earthworks and foundations, vertical construction (external and internal walls), horizontal construction (ceilings and roofs) as well as structural fittings and fixtures
and green spaces. Zech Bau GmbH is not contracted to provide other types of work such as electrical engineering services, ventilation systems and sanitary facilities; other construction firms
have been contracted to do this. Details of the scope of work are stipulated in the annexes to the
building contract and in general timetables.
Zech Bau GmbH's work and services also include using and installing compliant materials, assuming overall construction management and a duty to ensure public safety (Verkehrssicherungspflicht) for the work performed by Zech Bau GmbH, and keeping a construction log.
In return, publity Theodor-Althoff-Straße 2 GmbH must ensure, among other things, that all necessary approvals and inspection certificates have been obtained from the relevant authorities.
In return for its work, Zech Bau GmbH receives a flat (provisionally calculated) fee and other
remuneration components amounting to approximately EUR 26.83 million in total (net). Part payments towards the fee are made as work progresses in accordance with the agreed payment schedule.
Zech Bau GmbH manages the award of contracts to sub-contractors based on a schedule of work
it is required to prepare, although publity Theodor-Althoff-Straße 2 GmbH has the right to reject
particular sub-contractors if it has legitimate reasons for doing so.
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publity Theodor-Althoff-Straße 2 GmbH also has the right to submit change requests. The scheduling and cost consequences of change requests are to be agreed with Zech Bau GmbH.
Notwithstanding change requests, Zech Bau GmbH is required to complete the contractually
agreed works by no later than 31 August 2020. A series of interim deadlines has also been defined
for the completion of particular work. If Zech Bau GmbH fails to complete certain construction
stages or the overall project on time, it is liable to pay liquidated damages (Vertragsstrafe) of
0.1% of the net invoice amount for every day of delay, however no more than 5% of that amount.
In total, all liquidated damages are also capped at 5% of the net invoice amount. The payment of
liquidated damages does not affect further damages claims. In addition, defects occurring during
the construction period must be rectified by Zech Bau GmbH. Claims based on defects become
time-barred 5 years after acceptance.
Zech Bau GmbH has also furnished various collateral, including a performance bond provided by
a bank, a payment bond amounting to 10% of the provisional fee (in the form of a directly enforceable payment guarantee provided by a bank for an indefinite term) and a warranty bond (by
retaining 5% of the net invoice amount / in the form of a bank guarantee).
Either party is also entitled to terminate the contract if the other party ceases to make payments,
insolvency proceedings are commenced in respect of the assets of the other party, an application
to commence such proceedings is filed, or such proceedings are dismissed for lack of assets. Furthermore, termination of the contract is governed by Part B of the Construction and Tendering
Contract Regulations (Vergabe- und Vertragsordnung für Bauleistungen, "VOB/B") and the German Civil Code (Bürgerliches Gesetzbuch, "BGB").
b.

Contract to install electrical systems at the property in Essen

By notarised purchase agreement dated 10 April 2019, publity Theodor-Althoff-Straße 2 GmbH
acquired a parcel of land in Essen, North Rhine-Westphalia, on which commercial properties are
located (see section XXXVI.1.f.).
The original owner and seller of the property had entered into a building contract on 29 April
2019 with Zech Bau GmbH relating to certain construction and modernisation work (see section
XXXVI.3.a.). A contract for the installation of electrical systems was also entered into with Elomech Elektroanlagen GmbH ("Elomech") on 15 April 2019. publity Theodor-Althoff-Straße 2
GmbH has also become party to this contract.
Under the contract, Elomech has specifically undertaken to perform electrical work involving the
installation of electrical systems. Details of the scope of work are stipulated in the annexes to the
contract and in general timetables.
Elomech must coordinate with publity Theodor-Althoff-Straße 2 GmbH, construction and project
management, sub-contractors, technical planners and other parties involved as necessary for the
performance of its work. If Elomech wishes to engage sub-contractors, it must obtain approval
from publity Theodor-Althoff-Straße 2 GmbH.
publity Theodor-Althoff-Straße 2 GmbH has the right to submit change requests. The scheduling
and cost consequences of change requests are to be agreed with Elomech.
In return for its work, Elomech receives a flat fee of EUR 14.1 million (net). Part payments are
generally made towards the fee.
Elomech is required to complete the contractually agreed works by 31 July 2020. A series of
interim deadlines has also been defined for the completion of particular work. If Elomech fails to
complete certain construction stages or the overall project on time, it is liable to pay liquidated
damages (Vertragsstrafe) of 0.4% of the net contract value for every work day of delay (in the
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case of interim stages, 0.4% of the value of the work performed up to the interim stage) however
no more than 5% of that amount. In total, all liquidated damages are also capped at 5% of the net
contract value. Liability for defects is governed by Part B of the Construction and Tendering
Contract Regulations ("VOB/B").
Elomech has also furnished various collateral, including a performance bond of 10% of the gross
contract value, a warranty bond of 5% of the gross invoice amount and guarantees in accordance
with section 17 (4) VOB/B.
publity Theodor-Althoff-Straße 2 GmbH may also terminate the contract if Elomech infringes
statutory provisions on illegal employment and employee protection. This does not affect the right
to terminate the agreement without notice for good cause. Furthermore, termination of the contract is governed by the VOB/B and the German Civil Code (BGB).

386

XXXVII.

DOCUMENTS ON DISPLAY

For the period during which this Prospectus is valid, the following documents or copies thereof
in paper form may be inspected during regular business hours at the offices of the Issuer at Landsteinerstraße 6, 04103 Leipzig, Federal Republic of Germany and will also be available online in
the "Investor Relations" section of the Issuer's website at www.preos.de:
•

the Issuer's current articles of association;

•

the Issuer's audited HGB annual financial statements as at 31 December 2017;

•

the Issuer's audited HGB annual financial statements as at 31 December 2018;

•

the Issuer's audited IFRS annual financial statements as at 31 December 2018;

•

the Issuer's audited IFRS consolidated financial statements as at 31 December 2018;

•

the Issuer's unaudited IFRS interim consolidated financial statements as at 30 June 2019;

•

the two consolidated summary reports on the real estate portfolio of the Issuer's Group
(reproduced in this Prospectus starting on page M-2); and

•

any supplements published in accordance with Article 23 of Regulation (EU) 2017/1129.

Please be advised that the Issuer's IFRS interim consolidated financial statements as at 30 June
2019 were not audited or reviewed by an auditor.
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XXXVIII.

GLOSSARY

OJ

Official Journal of the European Union

AG

German stock corporation (Aktiengesellschaft)

AIF

Alternative investment fund

AIFM

Alternative investment fund manager

AktG

German Stock Corporation Act (Aktiengesetz)

AO

German Fiscal Code (Abgabenordnung)

BaFin

German Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht)

BGB

German Civil Code (Bürgerliches Gesetzbuch)

BGBl.

Federal Law Gazette (Bundesgesetzblatt)

DepotG

German Securities Deposit Act (Depotgesetz)

Issuer

PREOS Real Estate AG

ErbbauRG

German Leasehold Act (Erbbaurechtsgesetz)

EStG

German Income Tax Act (Einkommensteuergesetz)

EU

European Union

EU Audit Regulation

Regulation (EU) No 537/2014 on specific requirements regarding statutory audit of public-interest entities

EUR

Euro

EEA

European Economic Area

Working capital

Performance indicator not defined by law that indicates the
level of funds required to (establish and) manage a business

GewO

German Industrial Code (Gewerbeordnung)

GmbH

German limited liability company (Gesellschaft mit beschränkter Haftung)

GmbHG

German Accounting Directive Implementation Act
(Bilanzrichtlinienumsetzungsgesetz)

GmbH & Co.KG

German limited partnership (Kommanditgesellschaft) with a
GmbH as the general partner

GmbH i. Gr.

German limited liability company (Gesellschaft mit beschränkter Haftung) in formation

Greenshoe

Preferential allotment or over-allotment of shares

GRI

Gross rental income

GrStG

German Land Tax Act (Grundsteuergesetz)

GwG

German Money Laundering Act (Geldwäschegesetz)

HGB

German Commercial Code (Handelsgesetzbuch)

HRB

Division B of the commercial register

IAS

International Accounting Standards
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IDW

Institute of Public Auditors in Germany (Institut der Wirtschaftsprüfer in Deutschland)

IFRS

International Financial Reporting Standards

ISIN

International Securities Identification Number

KStG

German Corporate Income Tax Act (Körperschaftsteuergesetz)

KAGB

German Investment Code (Kapitalanlagegesetzbuch)

SME

Small and medium-sized enterprises within the meaning of
Article 2(f) of Regulation (EU) 2017/1129

Lock-up

Legal restriction on the valid sale of shares by current shareholders

Manage-to-Core approach

Transformation of a property to improve its risk class

CET

Central European Time

EUR m

EUR in millions

m:access
NPLs

Name of an Open Market segment on the Munich Stock Exchange
Non-performing loans

OECD

Organisation for Economic Co-operation and Development

UCITS

Undertaking for collective investment in transferable securities

AuPS

IDW auditing practice statement

REITs

Real estate investment trusts

EUR '000

EUR in thousands

VAT

Value-added tax

UmwG

German Reorganisation Act (Umwandlungsgesetz)

WAULT

Weighted average unexpired lease term; relates to all leases
and is weighted using the current actual net basic rent

WKN

German securities identification number (Wertpapierkennnummer)

Workout department

Department at banks responsible for loan workout; in banking, the measures used to manage non-performing loans include debt enforcement and liquidation of collateral (e.g.
properties) with the aim of reducing or eliminating the increased credit risk to which the lender is exposed

WpHG

German Securities Trading Act (Wertpapierhandelsgesetz –
WpHG)

WpPG

German Securities Prospectus Act (Wertpapierprospektgesetz)

Xetra

Exchange trading platform of the Frankfurt Stock Exchange
(Xetra is an abbreviation for "exchange electronic trading")
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VALUATION REPORTS
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I.

Condensed Valuation Report
NAI apollo
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1.

Assignment

1.1.

Principal
PREOS Real Estate AG
Landsteiner Str. 6
04103 Leipzig
Germany
(hereafter: ‘the Principal’)

1.2.

Contractor
apollo valuation & research GmbH
Große Eschenheimer Str. 13
60313 Frankfurt am Main
Germany
(hereafter: ‘NAI apollo’ or ‘the Contractor’)
The contractor is a limited liability company, registered under commercial law in Germany under the
registration number 92507. NAI apollo employs publicly appointed and sworn-in appraisers, members
of the Royal Institution of Chartered Surveyors (RICS) as well as real estate valuers certified by HypZert
GmbH according to DIN EN/ISO 17024.

1.3.

Subject of Valuation
The property portfolio to be valued (hereinafter referred to as "the object of valuation") consisted of the
properties listed below.
Table 1: Properties in the portfolio – postal addresses

ID
1
2
3
4
5
6
7
8
9
10

City
Ratingen
Köln
Krefeld
Roßdorf
Ratingen
Nieder-Olm
Sindelfingen
Grafing
Waltrop
Ratingen

ZIP
40472
51065
47805
64380
40472
55268
71065
85567
45731
40472

Address
Oberhausener Str. 33
Bergisch Gladbacher Str. 3
Fütingsweg 34-36
Arheilger Weg 17
Oberhausener Str. 33
Am Hahnenbusch 4
Böblinger Str. 130
Am Feld 32
Im Wirrigen 25
Oberhausener Str. 33
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For further information, please refer to section 2 or Annex A of this report. The subject of valuation
were the aforementioned plots of land, including the building structure considered essential components in accordance with section 94 BGB (German Civil Code) and excluding accessories in accordance with section 97 BGB.
1.4.

Scope of Work and Purpose of Valuation

1.4.1.

Scope of Work
On 27.09.2018, the Contractor was instructed by the Principal as an independent valuer to determine
the market value of the properties listed in section 1.3 of this report on the basis of the definition set
out in section 194 of the German Building Code (BauGB).
Hereafter, the valuation reports were updated as of 30 June 2019 in accordance with the written instruction dated 30 September 2019. In accordance with the instruction, no new inspection was carried out as part of this update. According to information provided by the Principal, the properties are in
equal condition as found in the last inspections in regard to their main structural features.
The market value is defined in the German Building Code (section 194 BauGB) as follows:
‘The market value is determined by the price, which can be achieved at the particular time referred to
by the valuation in an ordinary course of business, according to the prevalent legal conditions and its
actual characteristics, as well as its quality and the location of the plot or any other subject of the valuation, regardless of any exceptional or personal circumstances respectively.’
The market value was determined at individual property level without taking into account the fact that
the properties were part of a portfolio. Therefore, no portfolio discounts or premiums were taken into
account. The market value of the portfolio thus corresponds to the sum of the individual market values
of the properties to be valued.
Furthermore, the Contractor was instructed to prepare a condensed valuation report (hereinafter referred to as ‘the report’) on 30 September 2019.

1.4.2.

Purpose of Valuation
The purpose of this condensed valuation report is to provide the Principal’s Management Board with
information on the market value of the subject of valuation as of the valuation date. The report shall
further be appended to a securities prospectus (hereinafter referred to as ‘the prospectus’) and submitted to the Federal Financial Supervisory Authority (‘BaFin’) for approval of the prospectus.
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The subject matter of this Prospectus is an as to date undetermined number of convertible bearer
bonds with equal rights with a par value of EUR 1,000.00 each and with a term of five years (the
‘Bonds’). The Bonds are subject to German law and issue Bonds to the bearer pursuant to sections
793 et seq. of the German Civil Code (‘BGB’). The Prospectus forms the basis for the investment decisions of investors in favour of the Principal.
1.5.

Valuation Methodology
Section 8 of the Real Estate Valuation Ordinance (‘ImmoWertV’) stipulates that the comparable approach, the income capitalisation approach, the cost approach, or several of these methods are to be
used for determining the market value. The choice of procedure shall be made taking into account the
subject of valuation, the ordinary course of business and the other circumstances of the individual
case, in particular the available data.
In the case of office and other commercial properties, from the buyer's point of view, the sustainable
attainable income and the yield are usually the main considerations in the purchase decisions. The
market value was thus derived from the income capitalisation approach on the basis of the types of
use and customs in normal business transactions.

1.6.

Date of Valuation
In accordance with the instruction, 30 June 2019 was used as the valuation date for all properties. As
the properties are to be assumed to be in an unchanged condition as of the valuation date compared
to the initial valuation, the valuation date also corresponds to the respective quality key date as defined by section 4 of the ImmoWertV. The valuation was based on the property condition as per the
date of valuation.

1.7.

Qualification
The valuation mandate was led by experienced valuers who have sufficient knowledge of the German
real estate market and the necessary professional qualifications to carry out the valuation mandate
competently.

1.8.

Independence and Objectivity
Within this mandate NAI apollo acted as external advisor in a service relationship for the Principal. The
valuation was made impartially, without directives, without consideration of unusual or personal circumstances and without own interest in the result to the best of our knowledge and belief with objective scrutiny.
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Neither NAI apollo, nor the experts working within the scope of the mandate and who are permanently
employed at NAI apollo have a direct or indirect personal or business relationship to the subject of valuation or to the Principal, which could lead to a potential conflict of interest. The Contractor does not
profit from this assignment in any other way than by collecting the agreed fee. The amount of this fee
was fixed before the start of the project and was in no way dependent on the valuation result.
1.9.

Service Delimitation

1.9.1.

Collection and Evaluation of Information
The procurement of written information was not the subject of the assignment. The information, which
forms the basis of the valuation, was made available to NAI apollo by the Principal in electronic form.
The relevant documents were analysed in the valuation process and examined randomly for plausibility. If there were no obvious inconsistencies, the submitted documents were assumed to be correct
and valid as of the valuation date regardless of their date.
NAI apollo received a Legal Due Diligence report of the law firm CMS Hasche Sigle (two reports in
draft) for all properties. One report dates from 2017, the remaining reports were issued in 2018. Furthermore, the Contractor received a Technical Due Diligence report for eight of the properties to be
valued. One report was prepared in 2017, the remaining reports were prepared in 2018. The content
of the present reports was assumed to be correct and complete regardless of their status.

1.9.2.

Measurement
The preparation of an area survey was not part of the assignment. The area and unit information provided by the Principal was roughly checked for plausibility during the inspections and, if no major differences were identified, were assumed to be correct.

1.9.3.

Structural Defects and Damages
A structural analysis and/or a damage assessment of the buildings were not part of this assignment.
Destructive examinations and tests of the functionality of technical facilities (especially sanitary, electrical, and heating installations) were not carried out. Unless contrary information was apparent from the
inspection or the documents handed over, the Contractor presupposed that they functioned as intended. Thus, the valuation only includes such building damages/defects that could be unequivocally
identified in a non-destructive way through a normal visual inspection or those mentioned in the documents provided (technical due diligence reports). In this valuation, the impact of any possible building
defects and building damage on the value of the properties is only taken into account in very general

M-5

Condensed Valuation Report  Project PREOS
terms and are only to be regarded as an indication. Hence reference to building defects within this valuation does not exclude the presence of other defects. In this respect, this report does not represent
a specialist survey on building defects and damage.
1.9.4.

Pests and Contaminants
Surveys to determine the presence of plant-based or animal pests were not carried out. Also, not carried out were tests on materials that limit the long-term serviceability of the valuation property or which
present a danger to third parties or the environment or on contaminated sites as stipulated by the
German Soil Protection law (‘Bundesbodenschutzgesetz’).

1.9.5.

Subsoil
Soil investigations were not performed. The local soil situation was considered in the valuation as far
as it is included in comparative purchase prices or the standard land value. Should a soil survey provide different results, these are to be taken into account in the result of this valuation. Unless explicitly
noted otherwise, the soil is assumed to be of a normal load-bearing capacity.

1.9.6.

Building Law
An examination of permissibility under planning and building law of the existing buildings (including approvals, conditions, acceptances, concessions and the like) were not included in the mandate. The
valuation was carried out on the basis of the completed project. The existence of a building permit
and, if applicable, the conformance of the completed project with architectural drawings, the building
permit and building law and the binding development plan were not examined. Within the scope of
this valuation, the material legality of the constructional facilities and uses was assumed.

1.9.7.

Taxes, Public Charges and Financial Charges
Tax liabilities and costs resulting from the purchase or sale of a property were taken into account to
the extent that they were implicitly included in the market data used. Land transfer taxes were explicitly taken into account in the valuation. Any repayments of government or other subsidies or tax benefits to be made as a result of the sale were not taken into account.
The market rents of commercial units and areas stated in the report were stated in euros (€) excluding
the applicable statutory value-added tax.
Obligations that may have been recorded in section III of the land registers were not taken into account in this valuation. It was assumed that any outstanding debts would be deleted upon sale or offset by a reduction in the sale price.
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2.

Portfolio Analysis

2.1.

Portfolio Composition
At the time of the valuation, the subject of the valuation comprised a total of ten properties located in
Germany. Detailed information on these properties is attached as Annex A to the report.

2.2.

Ownership
All properties which were part of the subject of valuation were owned by the Principal or a subsidiary
at the date of valuation. The ownership was evidenced by an extract from the respective land register.
All properties were held in freehold ownership, no leasehold rights have been granted.

2.3.

Properties by Asset Classes
The predominant type of use of the properties was office use. Two properties (ID 8 and ID 9) were
used as offices and laboratories. Property ID 1 was rented for the operation of a canteen with conference areas.

2.4.

Geographical Distribution
The geographical distribution of the ten properties that form the subject of valuation (three of which
are properties in Ratingen) is shown in Chart 1 below:
Chart 1: Geographical Distribution of the Subject of Valuation

M-7

Condensed Valuation Report  Project PREOS
2.5.

Lettable Area
The properties in the portfolio had a total lettable area of approx. 52,645 sqm as of the respective valuation date. This was distributed among the individual properties as follows:
Chart 2: Analysis of Lettable Areas

In addition to the lettable area mentioned above, the subject of valuation includes 388 internal car
parking spaces and 410 external car parking spaces.
2.6.

Remaining Average Unexpired Lease Terms (‘WAULT’)
As of the valuation date, the properties included in the valuation had an income-weighted remaining
lease term (‘WAULT’) of approximately 8.7 years. The shortest WAULT of around 2.2 years was recorded in property ID 7, the longest WAULT of 12.3 years in property ID 6.

2.7.

Vacancy
The subject of valuation was almost fully let on the valuation date. Only a vacancy in a partial area of
approx. 9 sqm in property ID 4 was identified.
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2.8.

Current Rents and Market Rents
The properties included in the valuation had a current net cold rent of around € 5,798,489 p.a. as of
the valuation date. The market rent for the properties was estimated at approx. € 6,009,740 per annum. The relation between current rent and market rent of the properties is shown in the following individual comparison:
Chart 3: Analysis of Current Rents and Market Rents

Looking at the overall portfolio, the market rent applied was around 3.6% above the contractually agreed current rent. Thus, the portfolio as a whole is largely let at market level.
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3.

Valuation Results

3.1.

Definition of Market Value
The market value is defined in the German Building Code (section 194 BauGB) as follows:
‘The market value is determined by the price, which can be achieved at the particular time referred to
by the valuation in an ordinary course of business, according to the prevalent legal conditions and its
actual characteristics, as well as its quality and the location of the plot or any other subject of the valuation, regardless of any exceptional or personal circumstances respectively.’

3.2.

Market Value
NAI apollo has determined the market value of the subject of valuation as per the date of valuation 30
June 2019, which is composed of the market values of the individual properties with:
€ 95,650,000
(Ninety-Five Million Six Hundred and Sixty-Five Thousand Euro)
This assessment is based on the assumptions, caveats and comments made in this report as well as
on the assumption that there are no unusual circumstances which were unknown to NAI apollo at the
time of preparing this report.
Frankfurt am Main, 25 October 2019

Stefan Mergen
Managing Partner
for and on behalf of
apollo valuation & research GmbH

Nico Schultz MRICS, RICS Registered Valuer
Director - Valuation
for and on behalf of
apollo valuation & research GmbH

Annex A: Overview of key property information
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Annex A

Overview of key property information
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Table 2: Properties in the valued portfolio – detailed information

ID

City

ZIP

Address

Initial
Inspection

Section

Parcel

Plot
Size
[sqm]

Main
Type of
Use

Lettable Vacancy
Area
Rate
[sqm]

WAULT

Current Rent

Market Value

[%]

[years]

[€ p.a.]

[€]

1

Ratingen

40472

Oberhausener Straße 33

05.10.2018

56

158

4,039 Canteen

1,646

0.0

10.5

338,694

5,150,000

2

Köln

51065

Bergisch Gladbacher
Straße 3

04.10.2018

4

392

3,019

Office

3,593

0.0

7.5

717,881

13,700,000

3

Krefeld

47805

Fütingsweg 34-36

05.10.2018

72

590

11,037

Office

13,962

0.0

10.5

1,220,000

19,200,000

4

Roßdorf

64380

Arheilger Weg 17

04.10.2018

14

224/1

3,477

Office

4,763

0.2

9.5

590,604

9,400,000

5

Ratingen

40472

Oberhausener Straße 33

05.10.2018

56

163

4,720

Office

3,036

0.0

2.4

416,222

6,980,000

6

Nieder-Olm 55268

Am Hahnenbusch 4

04.10.2018

18

13/52

3,500

Office

4,065

0.0

12.3

513,900

9,010,000

7

Sindelfingen 71065

Böblinger Straße 130

08.10.2018

-

2175/1

3,545

Office

6,516

0.0

2.2

613,341

11,000,000

Office +
Lab

3,936

0.0

11.3

317,041

4,130,000

6,150

0.0

9.5

392,575

4,880,000

4,978

0.0

10.5

678,231

12,200,000

52,645

0.0

8.7

5,798,489

95,650,000

8

Grafing

85567

Am Feld 32

08.10.2018

-

597

4,021

9

Waltrop

45731

Im Wirrigen 25

05.10.2018

11

425

25,808

10

Ratingen

40472

Oberhausener Straße 33

09.10.2018

56

161

10,330

Total

73,496

Office +
Lab
Office +
Wah
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1.

Engagement

1.1

Information of the contractual relationship and on the properties
being valued

Customer

PREOS Real Estate AG
represented by Mr Libor Vincent
Landsteinerstraße 6
04103 Leipzig, Germany
Engagement letter dated 25 September 2019

Contractor

Falk Kehlitz
Architect,
expert for real estate valuation – HypZert (F)
Johann-Georg-Straße 25
10709 Berlin, Germany

Subject matter of the
valuation

The real estate to be valued comprises the properties listed below.

ID 01 60486 Frankfurt, Franklinstraße 61, 63
ID 02 45133 Essen, Theodor-Althoff-Straße 2
ID 03 58507 Lüdenscheid, Bahnhofstraße 1
ID 04 45470 Mülheim, Parsevalstraße 70
ID 05 46149 Oberhausen, Emschertalstraße 12
Valuation purpose

The Contractor was engaged on 25 September 2019 to prepare a
summary valuation report that is intended to meet the
requirements of the ESMA Guidelines in force at the time of
preparation. It is based on the separate written appraisals of

the standardised market values within the meaning of
section 194 of the German Building Code prepared of the
properties listed as the subject matter of the valuation on
behalf of PREOS Real Estate AG.
The standardised market value of each of the properties was
determined on the basis of an appraisal conducted as at the
valuation date and quality date of the respective property
inspection in 2019. The standardised market value of the
properties listed here therefore corresponds to the
aggregate of the separate values of the properties to be
valued.
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2.

Performance of the engagement

2.1

Reason for the engagement

In accordance with the engagement, this summary valuation report is intended to indicate to the
Customer's Executive Board the standardised market value of the subject matter of the valuation
as at the valuation date.
Another purpose of the report is to attach it to a prospectus and submit it to the German Federal
Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, "BaFin") for
approval. The prospectus relates to a public offering of convertible bonds that rank pari passu
among themselves, are in bearer form, have a principal amount of EUR 1,000 each and a maturity
of five years. The prospectus forms the basis for the investment decisions of investors in favour
of the Customer.

2.2
2.2.1

Valuation method
Valuation principles

Property and rights to property do not have an absolute value. In general language use, the market
value of a property is understood to indicate the value that the property has for everyone. The
same applies to other real property. The definition of standardised market value in section 194 of
the German Land Code (Baugesetzbuch, BauGB) follows the same principle. It refers to
standardised market value as a price that is achievable on the basis of standardised principles.
"The standardised market value is defined as the price which would be achieved in an ordinary
transaction at the time when the assessment is made, taking into account the existing legal
circumstances and the actual characteristics, general condition and location of the property or other
object of assessment, without consideration being given to any extraordinary or personal
circumstances."
Pursuant to the provisions of the German Real Estate Valuation Regulation
(Immobilienwertermittlungsverordnung, ImmoWertV) of 19 May 2010), methods to be used to
determine the standardised market value are the sales comparable approach, the cost approach
and the German income approach, or a combination of methods.
In accordance to the relevant case law, the methods are of equivalent ranking, and the choice of
method must be made on the basis of the subject of the valuation, taking account of what is
customary in ordinary transactions and the particular circumstances of the case concerned.
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2.2.2

Selection of valuation method

In accordance with customary practice in ordinary transactions, the standardised market value of
properties and the usability of the properties being valued should by priority be determined using
the German income approach, because the purchase pricing process focuses on the profitability
of the investment (return). The value of the heritable building rights is determined in accordance
with the Munich mathematical valuation method (Münchner Verfahren), starting with the value of
full ownership as a basis.
2.2.3

Valuation using the German income approach

The German income approach pursuant to section 17 to 20 of the German Real Estate Valuation
Regulation is based on the thinking that the net income from the property accruing to the owner
of the property represents the interest on the value of the property or on the purchase price paid
for it. For this reason, the earnings value is determined as the present value of the annuity by
capitalising net income.
2.2.4

Calculation of gross income and net income

Gross income (section 18 of the German Real Estate Valuation Regulation) comprises all
sustainable income that can be generated from the property assuming proper management and
permissible use, in particular lease and rental income. Allocations aid to cover running costs are
not included in the calculation. If no income is generated for using the properties or parts of a
property, or the income differs from what is customary, the calculation is based on lease or rental
income that can be generated in an arm's length, sustainable arrangement. Net income is
determined by deducting the operating expenses from gross income.
2.2.5

Calculation of operating expenses

Operating expenses (section 19 of the German Real Estate Valuation Regulation) incurred on a
sustainable basis during normal operation include administrative costs, running costs,
maintenance costs and the allowance for rental loss; running costs covered by allocations are not
included. Operating expenses are recognised on the basis of empirical values, actual costs
(information provided by the lessor) or in analogy to market surveys that correspond to the
principles of normal operation, taking the remaining useful life into account. In the underlying
valuations, the assumptions about operating expenses were taken into account in the model for
calculating the property yields by the local valuation committee (Gutachterausschuss) responsible.
2.2.6

Calculation of property yield

The property yield (section 14 of the German Real Estate Valuation Regulation) is the average
arm's length interest rate at which the standardised market value of properties is discounted. The
property yield should be determined according to the principles of the German income approach
on the basis of suitable purchase prices and the corresponding net income for properties with
similar buildings and uses, taking account of the remaining useful lives of the buildings.
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The valuations that form the basis of this report made use of the property yields determined by
the respective local valuation committees, taking into account the derivation models as starting
values for the property yields recognised.
2.2.7

Valuation and quality date

The valuation date used (section 3 of the German Real Estate Valuation Regulation) was the date
of the site inspection of the property.
Likewise, the respective quality date (section 4 of the German Real Estate Valuation Regulation)
corresponds to the date of the site inspection. The valuation was in each case based on the
condition of the building and its fixtures and fittings as at the respective quality date.
The inspections were conducted on the dates indicated below.
ID 01
ID 02
ID 03
ID 04
ID 05

2.3

60486 Frankfurt, Franklinstraße 31, 63
45133 Essen, Theodor-Althoff-Straße 2
58507 Lüdenscheid, Bahnhofstraße 1
45470 Mülheim, Parsevalstraße 70
46149 Oberhausen, Emschertalstraße 12

25 April 2019
24 April 2019
16 July 2019
10 October 2019
12 August 2019

Qualifications

The valuations were overseen by experienced, certified experts, who have sufficient knowledge
of the German real estate market and the required professional qualifications to competently
discharge the duties under the valuation engagement.

2.4

Independence and objectivity

Under the valuation engagements, the Contractor acts as external expert in a service relationship
on behalf of the Customer. The valuation was prepared in an impartial, independent manner,
without consideration being given to any extraordinary or personal circumstances and without
any personal interest in the result, to the best of their knowledge and belief, while exercising
objective diligence.
Neither the Contractor nor the experts and assistants working under the engagement have a
direct or indirect personal or business relationship with the subject matter of the valuation or the
Customer that could lead to potential conflicts of interest. The Contractor does not benefit from
this engagement in any way other than by receiving the agreed fee. The amount of the fee was
firmly agreed before the start of the project and was in no way dependent on the result of the
valuation.
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2.5
2.5.1

Scope of engagement
Obtaining and assessing information

The purpose of the engagement did not specify that any written information should be obtained.
Information forming the basis of the valuation was provided to the Contractor by the customer in
electronic format. The relevant documents were reviewed during the assessment process and
their plausibility checked on a sample basis.
If there were no obvious inconsistencies, the documents handed over were presumed to be
correct and valid as at the valuation date, irrespective of the date on which they had been created.
2.5.2

Measurements

The purpose of the engagement did not specify that space measurements should be made. A rough
plausibility check was performed on the information on space and units provided by the Customer
during the property inspection.
2.5.3

Building defects and damage to buildings

The scope of the engagement did not specify that the stability of the physical structures should be
tested or any damage assessed. Destructive examinations and functions tests of technical
equipment (in particular fire protection, plumbing, electrical and heating installations) were not
performed.
Unless information to the contrary was evident from the inspection or the documents handed
over, the Contractor assumes that it functions properly.
Building defects and damage to buildings were only taken into account to the extent that they
could be identified as such without any doubt non-destructively, i.e. on the basis of a visual
inspection, or that they were evident from the documents provided. The effects of any building
defects and damage to buildings on the value of the properties have only been taken into account
in general terms and should only be regarded as an indication. The fact that building defects have
been taken into account in the present valuation does therefore not rule out the existence of
further defects. The standardised market value appraisals therefore do not represent professional
appraisals of building defects and damage to buildings.
2.5.4

Pests, weeds and hazardous substances

No investigations were conducted to establish the presence of weeds or pests or of substances
that impair the permanent usability of the subject matter of the valuation or pose risks to third
parties or the environment or of legacy pollution within the meaning of the German Soil Protection
Act (Bundesbodenschutzgesetz).
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2.5.5

Site soil

No site soil investigations were conducted. The valuation took account of the situation of the site
soil typical of the location in the same way as this was included in the determination of
comparative purchase prices or standard land values. Unless there are explicit comments to the
contrary, it was assumed that the site soil has normal bearing capacity.
2.5.6

Building regulations

The scope of the engagement did not specify an investigation of whether the existing buildings
have the necessary building permits and planning permissions (including approvals, conditions,
acceptances, concessions etc.). The valuations were conducted in each case on the basis of the
projects realised. It was not verified whether a building permit had been obtained or whether the
project executed conforms to the architectural drawings submitted, the building permit, building
regulations and mandatory urban development planning. For the purpose of the separate
valuations and this summary, the formal and substantive legality of the physical structures and
uses was assumed.
2.5.7

Taxes, public levies and financing costs

Tax liabilities and costs incurred in the process of buying or selling a property were taken into
account to the extent that they were implicitly included in the market data (property yields) used.
There was no explicit cost allocation. Repayments, if any, of government or other subsidies or of
tax privileges required as a result of the sale were not taken into account.
The market rents and values mentioned in the report are quoted in euros (EUR), net of the
statutory value added tax applicable in each case. The valuations did not take account of
obligations that may be registered in Division III of the land register. It was assumed that any
outstanding debt would be extinguished at the time of sale or settled by reducing the selling price.
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2.6

Conditions for the valuation and exclusions of liability

The standardised market value is determined on the basis of the principles of the German Real
Estate Valuation Regulation (Immobilienwertermittlungsverordnung, ImmoWertV), as amended.
Liability is excluded for unidentifiable or concealed defects, for defects in components that were
not made accessible, for defects in the functioning of technical equipment or for other unidentified
property features.
The findings on the condition and actual characteristics of the physical structures and of the land
are made exclusively on the basis of the site inspection and of documents submitted by the
Customer, which are used as the basis of the property valuation without any, or with only very
limited, verification.
The site inspection did not verify any measurement or test the functioning of technical building
and other systems. All findings made during the inspection are made on the basis of visual
inspections. No investigations were conducted that were destructive to materials. Details on nonvisible components and building materials are therefore based on assumptions. Unless anything
is specified to the contrary, this appraisal assumes proper functioning.
Space and volume information was taken from the documents listed. The appraisal assumes that
the information is correct. The Contractor therefore does not accept any liability for any errors in
the information or documents provided by the Customer or third parties.
The scope of the engagement does not specify a technical investigation to identify any building
defects or damage to the building. It is assumed that no building materials, components or soil
characteristics are present that impair, or pose a risk to, permanent usability or the health of
residents and users (in particular in relation to structural stability, noise and heat insulation, pest
and weed infestations, contaminated components and soil and groundwater contamination). The
presence of defects and damage that are not explicitly specified can therefore not be ruled out.
No examinations are conducted with regard to requirements imposed by the authorities, such as
fire protection regulations or the German Energy Saving Regulation (Energieeinsparverordnung,
EnEV), and subsequent installation obligations that may result. This also relates to the standards
that have to be met for new builds and structural changes (refurbishments, extensions,
renovations etc.). In the case of maintenance and modernisation work, it is assumed that the
requirements imposed by the authorities and other technical requirements, such as DIN, EnEV,
have been met.
There is no review of compliance with public-law requirements (including approvals,
acceptances, conditions etc.) or any civil-law requirements that may apply in relation to the
condition and use of the land and physical structures.
It is assumed without conducting any review that all public-law levies, contributions, fees etc. that
may have an influence on the value were collected and paid as at the valuation date. It is assumed
that the property being valued is adequately insured as at the valuation date. It is assumed without
conducting any review that rentals, lease payments or any other contractual payments are
regularly paid in the amounts stipulated and that there are no arrears.
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Discrepancies between assumed and actual space measurements may lead to considerable
differences in the value determined! Depending on the extent of the damage, damage repair costs
for hidden or concealed defects, damage or soil contamination may have a considerable impact on
the value determined. If the discrepancies between the assumptions made and the facts
established – after the appraisal was handed over – exceed a critical size, the valuation must be
repeated.
The Contractor is liable exclusively within the scope of the valuation purpose and only to the
Customer – unless the valuation purpose gives rise to a mandatory interest in protecting third
parties – for loss or damage on whatever legal grounds only if it has caused the loss or damage
intentionally or grossly negligently by producing a defective appraisal. Any further claims for
damages are excluded. Liability is limited to a maximum of EUR 5,000,000, unless it has been
agreed otherwise in the contract. Pursuant to section 634a of the German Civil Code (Bürgerliches
Gesetzbuch, BGB), claims for damages become time-barred after two years. The limitation period
begins upon handover of the appraisal report.
The appraisal report must not be disclosed to other parties without the Contractor's written
consent, unless an obligation to do so arises from the valuation purpose. The Customer is liable
for any loss or damage caused by unauthorised disclosure.
The Contractor hereby agrees to the use of this appraisal report "Summary Valuation Report
2019" for the purpose specified in sections 1.1 and 2.1.
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3.

Overview of the properties to be valued

3.1

Legal circumstances

3.1.1

Cadastral register and land register

ID Property address

District

01
02
03
04

Bockenheim
Schuir
L-Stadt
Raadt
Buschhausen

60486 Frankfurt, Franklinstraße 61, 63
45133 Essen, Theodor-Althoff-Str. 2
58507 Lüdenscheid, Bahnhofstr. 1
45470 Mülheim, Parsevalstr. 70
05 46149 Oberhausen, Emschertalstr. 12
3.1.2

Cadastral
district
17
1
32
3
21

Plot(s)
13/1
175, 176
148, 164, 179, 180, 188
330
680

Geographical distribution

The geographical distribution of the properties included in the subject matter of the
valuations is graphically displayed on the map of Germany below.

3.1.3

Ownership structure

At the time of the separate valuations, all properties forming part of the subject matter of the
valuation were owned by the Customer or by subsidiaries, or were in the process of being
acquired. Evidence of ownership was provided by means of corresponding extracts from the land
register or purchase contracts. The properties identified as ID 01 constitute a heritable building
right; those identified as ID 02 to 05 are held by the subsidiaries of the Customer in full ownership,
and the Customer (directly or indirectly) holds up to 94.9% in these subsidiaries.
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3.2
3.2.1

Economic circumstances
Use of the properties (asset class)

The predominant type of use of the properties is office use. Secondary and mostly supplementary
uses are storage/archiving and catering/staff restaurant uses. All properties have car parking
spaces, mostly in underground or multi-storey car parks.
3.2.2

Rental space

As at the respective valuation date, the properties included in the subject matter of the valuation
had total rental space of 137,857m². In addition, the subject matter of the valuation has
approximately 2,620 car parking spaces. The rental space is divided among the individual
properties as follows.

Property rental space in m2 and share of portfolio in %

89,680

25,777
8,430

3.2.3

11,460
2,510

Vacancy

The subject matter of the valuation was almost fully leased as at the valuation date. Any existing
space that was unleased as at the valuation date was classified as leasable on market terms
considered normal for the location. The vacant space is divided among the individual properties
as follows.
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Total rental space and vacant space in m2
Rental space

Vacant space

89,680

25,777
2,588

3.2.4

8,430

11,460
11,460
2,510

1,037

Rents from existing contracts and market rents

As at the valuation date, the properties included in the subject matter of the valuation generated
rent from existing contracts (annual gross income generated through all types of use) totalling
approximately EUR 18,369,822 p.a. An anomaly applies to the property identified as ID04. As at
the valuation date, the lease negotiations for a new lease to a tenant are close to being finalised. It
is assumed that this property will be fully leased as from 2020.
The assumed rent for the properties (market rent assumed, taking new leases for vacant space
into account) was determined to be approximately EUR 18,668,252 p.a.
The itemised comparison below shows the relation between contractually agreed rents from
existing contracts and the market rents for the properties.
Rent from existing contracts and assumed market rent in EUR p.a.
Rent from
existing contracts
10,085,000
9,836,620

Assumed market rent

6,493,930
6,493,930

1,218,780
449,190
399,140

1,218,780

421,352
421,352

When considering all properties being valued, the assumed market rent was approximately 8%
above the contractually agreed rent. If the new lease of ID04 is taken into account, the assumed
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market rent is around 2% higher than the contract rent. This means that, when considered as a
whole, the portfolio is largely leased at market levels.

4.

Standardised market value

4.1

Calculating standardised market value

In ordinary transactions, market behaviour is the only relevant criterion. According to customary
practice in the property market, the German income approach is normally the appropriate method
for determining standardised market values of commercially used properties, since in ordinary
transactions their pricing on the sub-market of the properties being valued is based on the
profitability of the investment (return).
The assessment of this initial value should take account of general property values and the
situation in the property market; the value may have to be adjusted to reflect the actual
circumstances of the property being valued by increasing or reducing the value accordingly. The
separate valuations already take into account any property-specific features.

4.2

Summary of separate valuations

ID valuation
date/quality
date

Plot(s)

01 25/04/2019

13/1

02 24/04/2019

175, 176

03 16/07/2019

Land
[m2]

Main use

Rental
space
(m2)

Parking
spaces
[no.]

Assumed
market rent
[EUR/year]

Market
value [EUR]

8,222

Office

25,777

380

6,493,930 146,200,000

107,781

Office

89,680

1,680

10,085,000 224,500,000

148,164,179,180,188

7,888

Office

8,430

193

449,190

6,400,000

04 10/10/2019

330

9,133

Office

11,460

297

1,218,780

17,500,000

05 12/08/2019

680

4,709

Office

2,510

70

421,352

7,120,000

Taking into account the details provided above, the process results and the current situation in
the respective regional property market, the standardised market value of the properties listed
under the subject matter of the valuation in section 1.1 is estimated
at a total of approximately
EUR 401,720,000
(in words: four hundred and one million, seven hundred and twenty thousand euros)
.
Berlin, 14 October 2019

Falk Kehlitz
Architect

[Appraiser's stamp]

HypZert (F) Real Estate Valuer
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