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Why an unaudited version of the Annual Report 2022? Prorrrrreras

To issue an unaudited version of the consolidated financial statements and annual accounts -
is probably unprecedented for a public company listed on a German stock exchange. What
happened? Why are Adler Group S.A. ("the Company") and its group companies (together
"Adler Group") unable to issue consolidated financial statements and annual accounts for the

financial year 2022 that have been audited by an auditing firm as required by law?

Having issued the consolidated financial statements and annual accounts for the finan-
cial year 2021 in April 2022 as audited by KPMG, it was the Company’s firm understand-
ing that KPMG would continue its audit mandates for Adler Group S.A. and its group

companies. Unfortunately, this was not the case: KPMG informed the Company on 17 May

1|

2022 unexpectedly that it would no longer carry out the audit of the consolidated finan-

cial statements and annual accounts of Adler Group S.A. and its group companies. (
"

Since then, the Company has done everything in its power to engage an auditor for its
consolidated financial statements and annual accounts for the financial year 2022. This
included also the appointment of KPMG as the auditor of the consolidated financial state-
ments and annual accounts of the Company's subsidiary ADLER Real Estate AG ("Adler
RE") obtained through the local court of Berlin, which KPMG again declined. Unfortunate-
ly, Adler Group's efforts have remained unsuccessful to date. Adler Group continues its

intensive efforts to engage an auditor. For the above reason, the consolidated financial

A

statements and annual accounts of Adler Group S.A. are issued today in an unaudited
version. All relevant authorities and organisations have been informed in detail in ad-

vance in order to prevent potential penalties.

In the meantime, the Company has implemented a restructuring plan, supported by and
in close consultation with its bondholders, which, among other objectives, envisages the

issuance of audited consolidated financial statements and annual accounts for the finan-

cial year 2022 by 30 September 2024. As soon as an auditor has been engaged and ful-
fils their obligation to audit, the Company will resubmit an audited version of the consol-

idated financial statements and annual accounts for the financial year 2022.



Key Figures
20

Profit and loss statement

For the year ended For the three months ended
In EUR thousand 31Dec 2022 31Dec 2021 31Dec 2022 31Dec 2021
Income from rental activities 369,354 495,092 88,037 150,742
EBlTDAfromremaladlvmes ...................................................................................... 148235 227748 .................. 29999 R 58569
EBlTDAfrom remaladlvme Smargm ............................................................................... 606% ................. 658% .................... 526% ............... 674%
EBITDA Total 95,080 208,246 15,746 (10,878)
FFO 1 (from rental activities) 86,779 137,072 18,811 34,226
FFoz(mddlsposalresunsand developmemactlvmes) (15806) 60883(14569) ............ (73590)
Further KPIs
Residential” 31Dec 2022 31Dec 2021
Monthly in-place rent (EUR per m?) 758 745
TOtaIV acancy rate ......................................................................................................................................................... 13% ........................... “%
Numberof unlts ....................................................................................................................................................... 26202 ...................... 27469
leefor“ke . rentalgrowm .............................................................................................................................................. 15% ......................... 25%

(*) All values include ground floor commercial units and exclude units under renovation and development projects.

Balance sheet

In EUR thousand except per share data 31Dec 2022" 31Dec 20217

EPRA LTV 74.5% 62.7%

EPRA NTA per share (EUR) 2077 36.33

(*) Adjusted for BCP IFRS 5 illustration which has been disregarded; the corresponding line items have been reversed into respective balance sheet positions.
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1| TO OUR STAKEHOLDERS
About the Company

Welcome to
Adler Group

The Adler Group S.A. (the Company) is a Luxembourg-
based real estate company operating in Germany special-
ising in the management and development of income-

producing, multi-family residential real estate.

The Company together with its group companies ("Adler
Group") own and manage approximately 26,200 resi-
dential rental units, largely concentrated in Berlin
(around 65% of properties) and North-Rhine Westphalia

(around 30% of properties).

RESIDENTIAL RENTAL
PORTFOLIO

26,202

units

Adler Group Integrated Annual Report 2022 | Unaudited Version

Besides the residential rental portfolio, Adler Group
owns a portfolio of development projects located in the
largest cities of Germany. These development projects
are primarily sold through either forward sales or upfront
sales thereby generating funds to ultimately optimise

the capital structure of the company.

As of 31 December 2022, Adler Group had 731 employ-
ees based in several locations across Luxembourg and

Germany.
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Rental portfolio as at 31 December 2022"

Berlin

Oberhausen

Duisburg ~Essen
. ' Dortmund .
‘e %°

Diisseldorf

‘ Residential rental portfolio locations

(*) Residential rental portfolio showing all locations with >100 rental units, not considering any assets classified as held-for-sale.
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Letter from
the Chairman
of the Board
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Dear Stakeholders,

The war in Ukraine marks a turning point in Europe’s re-
cent history. It is the most brutal and ruthless intervention
in the European state of affairs since the Second World
War and hopefully Russia will not prevail. The fact that |
begin my letter to you with this statement and this wish is,
on the one hand, because no company can close its eyes
to what is happening around us at the moment. But it is
also because the war affects the Adler Group S.A. and all
our stakeholders; tenants have to cope with the increased
energy (ancillary) costs, suppliers are suffering from soar-
ing inflation. The current economic climate and thus the
markets have taken a turn for the worse. The statements
from senior management in this annual report will explain

the extent of the negative impact on real estate markets.

The market developments are particularly critical for the
Adler Group because after surviving an eventful and diffi-
cult year in 2021, 2022 proved to be even more eventful
and difficult for our company. Even though we have tack-
led many issues and have implemented changes for the
better, we are and remain a company that currently gar-
ners little trust among our stakeholders and in the public
perception in general. This is reflected in the Adler share

price, and also in the

bond prices. And we
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restructure the Adler companies without the detrimental
effect of time pressure. The plan also provides for an in-
jection of freshly borrowed funds of up to EUR 937.5 mil-
lion. The restructuring plan, which the majority of our
bondholders agreed with, was initially blocked by a mi-
nority. As a result, we had to take an alternative legal
route via the United Kingdom. In mid-April 2023, the
London High Court ruled in our favour enabling us to car-
ry out the urgently needed restructuring of the Adler
Group and service maturing bonds. In this respect, we
have received “credit” on the capital market that we do

not want to jeopardise under any circumstances.

Now to the “credit” from
the auditing firms: As you
have certainly followed in “In mid-April 2023,
the London High

Court ruled in our

the media, our long-
standing auditor, KPMG in

and Ger-

Luxembourg
many, terminated its audit
mandate with us in May
2022 and is now only ac-
tive with the BCP sub-
group. This has often
been linked in the media
and elsewhere to our al-

leged criticism of KPMG.

favour enabling us
to carry out the
urgently needed
restructuring of the
Adler Group and
service maturing
bonds.”

“Rest assured that we
have done and are

doing everything we can

to build up our “credit”
with our stakeholders

are well aware that
trust is the foundation
of everything. Rest as-
sured that we have
done and are doing

everything we can to

again - in other words, build up our “credit”
to repair our reputation

and regain trust.”

with our stakeholders
again — in other words,
to repair our reputa-
tion and regain trust.
As Chairman of the Board of Directors, | would like to

make the following points in this context:

“Credit” is the key word here: In November 2022, we

presented a restructuring plan showing how we could

Therefore, let me emphasise once again at this point that
our criticism of KPMG’s work has always and exclusively
referred to the special forensic investigation carried out
by KPMG that we commissioned. At no point did we pub-
licly criticise the thereof independent work done by
KPMG'’s auditors.

This is why KPMG’s termination of the auditing mandate
came as a surprise to us, not to say at the worst time possi-
ble, and was also difficult for us to understand. Neverthe-
less, we have had to accept the decision and consequently
put the mandate out to tender again and held individual
talks with all the relevant auditing firms. However, we have
still not found an auditor. KPMG even turned down being
appointed by the court as the auditor for the German finan-

cial statements of our subsidiary Adler Real Estate AG.

Adler Group Integrated Annual Report 2022 | Unaudited Version
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Letter from the Chairman of the Board

Thus, in mid-April 2023, we are faced with the following
situation: We will be submitting unaudited annual and
consolidated financial statements, even though the audit
is required by law in Germany. All relevant authorities and
organisations have been informed of this situation, as well
as of the fact that, as part of the restructuring plan that
can now be implemented, the deadlines for the submis-
sion of audited financial statements for 2022 — and by the
way also for the 2023 financial statements — have been
extended by the bondholders until 30 September 2024.
All authorities and organisations are also well aware of

our efforts and concessions made to find an auditor.

The fact that we, as a listed company in the German Prime
Standard, have not been able to appoint an auditor so far is
unprecedented in Germany. Therefore, we will not rest until
we have found an auditor for our Group. We are currently
engaged in negotiations, which are still ongoing. But we
need to be clear in this respect: Without an auditor, the
Adler Group faces a situation that threatens its very exist-
ence, as otherwise senior management will not be able to
maintain the going concern forecast for the Group in the
foreseeable future. Also this is part of the restructuring plan.

We will inform you

about further develop-

ments as they unfold.

“We fundamentally
overhauled the Adler The Adler Group had
Group’s governance, also lost a lot of “cred-

reporting and
compliance systems last
year and created clear
reporting structures
and responsibilities.”

it” because its corpo-
rate structures com-
pletely failed to meet
the justified demands
of the capital market.
We fundamentally
overhauled the Adler
Group’s governance, reporting and compliance systems
last year and created clear reporting structures and re-
sponsibilities. We are convinced that these changes

make unbiased and independent auditing possible.

This summarises my thoughts on “credit” with our stake-

holders. Apart from these comments, | would like to ad-

Adler Group Integrated Annual Report 2022 | Unaudited Version

dress a point | mentioned in my letter to you last year re-
ferring to the intrinsic value of our portfolio. | wrote a year
ago that | would not have accepted the call to be a mem-
ber of the Board of Directors of your company and the
election as Chairman if | had not been convinced of the
“fundamental value of our Adler Group”. Even though the
market has turned, | still stand by this statement. The mar-
ket has and will correctitself, but the fundamental value of
the portfolio is there. This is precisely why we want to take
the restructuring into our own hands, even if it will be any-

thing but an easy road.

Itis our avowed goal to fulfil the legitimate interests of our
stakeholders in the most responsible and equitable way

possible.

As Chairman of the Board of Directors, | am accompanied on
this journey by the independent members Thomas Zinnocker,
who heads the Investment and Financing Committee,
Thilo Schmid, head of the Audit Committee, and Thierry
Beaudemoulin, who leads the Senior Management Team
(SMT) as CEO and so-called Daily Manager. The SMT in-
cludes Thomas Echelmeyer as CFO (Chief Financial Of-
ficer), initially on an interim basis (from 1June 2022) and since
1 September 2022 on a permanent basis. Sven-Christian
Frank as CLO (Chief Legal Officer) completes the SMT. It is
planned to propose the appointment of Mr Echelmeyer as
a member of the Board of Directors at the next Annual

General Meeting.

We, the Board of Directors, and the bondholders have
also decided to strengthen both the operational manage-
ment and the Board of Directors by adding to our ranks.
For the management, we are in final discussions with can-
didates for the role of Chief Restructuring Officer (CRO)
and for the Board of Directors, we continue to look for an
independent candidate who has a high affinity with the

capital market.

Finally, | would like to address the Board of Directors’ ac-
tivities: 2022 was no less turbulent than 2021, as is proven
by the 38 meetings held by the Board of Directors. In the

previous year, there were “only” 21 meetings. There were



also 13 meetings of the Audit Committee, seven of the In-

vestment and Financing Committee and five meetings of

the Nomination and Compensation Committee, which |

“We were not the cause of
everything that has
happened, but we must be
fully accountable to you. We
will do everything in our
power to be able to
restructure the Adler Group
from within using our own
resources.”

head as Chair-
man of the Board

of Directors.

So, dear share-
holders, dear
bondholders, |
would like to ask
you to bear with
us. We were not
the cause of
everything that
has happened,
but we must be

fully accountable

to you. We will do everything in our power to be able to

restructure the Adler Group from within using our own re-

sources. This will continue to demand a great deal of pa-

tience and forbearance from you. At the same time, |

would like to extend a big thank you to all our employees,

who are working hard for this company and the real estate

industry every day in very difficult times. One thing is

clear: we will only get through this together.

Sincerely yours

Y it

Professor Dr. A. Stefan Kirsten

CHAIRMAN OF THE BOARD OF DIRECTORS

1 | TO OUR STAKEHOLDERS
Letter from the Chairman of the Board
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Letter from
the Senior
Management
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Dear Stakeholders,

The year 2022 was a special and in
many ways not easy year. It brought
great challenges, especially in political
and social terms, but also in economic
terms. They have shaped the environ-
ment in which the Adler Group operated
in 2022 and have exacerbated develop-
ments which have already impacted the
business of real estate companies for
some time. The inflation rate has accel-
erated further due to the massive in-
crease in energy and raw material pric-
es. The problems of strained or
interrupted supply chains and the re-
sulting shortage of materials have also
affected the construction and real es-
tate industry.

Macroeconomic development and
global uncertainties with implications

on the real estate investment market

Central banks have responded to high inflation rates with
several interest rate hikes that have been remarkable in
scale and frequency. The associated higher cost of capital
has a particular impact on capital-intensive industries
such as real estate and is also putting pressure on proper-
ty valuations. The fundamental effects and uncertainties
resulting from the geopolitical and economic situation
were and continue to be evident, not least in the real es-

tate investment market and in project developments.

The Adler Group's financial year 2022 was characterised
by these developments and was also marked by the stra-
tegic portfolio disposals that we initiated back in 2021 and
continued to implement last year. The agreement reached
with Adler Group’s bondholders in November 2022
marked the decisive milestone on the way to securing the
Group's financial stability. The vast majority of the bond-
holders supported our approach, and we are particularly

grateful for the always constructive, fair, and respectful

1| TO OUR STAKEHOLDERS
Letter from the Senior Management

discussions. After the decision of the London High Court,

we are now able to implement our restructuring plan.

This implementation will be challenging and will impact
our company which may face further liquidity constraints.
We are not out of the woods yet as there are still risks that
threaten our liquidity such as the unsolved auditor issue
or higher than anticipated restructuring expenses. To
meet our cost reduction targets, we have had to lay off
some of our employees, which is always a difficult deci-
sion. As part of the overall package, we have had to take
the decision to suspend our dividend for 2022 again and

issue new shares to our creditors.

Market trends mean a stable foundation for develop-

ment of property values

Despite all the issues that players in the residential real
estate investment market are facing: The basis for a stable
development of values is intact. A key factor here is the

continuing rise in demand for housing, especially in metro-

Adler Group Integrated Annual Report 2022 | Unaudited Version
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Letter from the Senior Management

politan areas such as Berlin. This growing demand is being
met by a permanent supply shortage. The volume of new
construction is tending to decline in view of high construc-
tion costs and the changed financing conditions. In addi-
tion, higher interest rates are making it impossible for
many households to buy property. These households are
additionally pushing into the already tight rental market.
For the long-term valuation of existing properties in grow-

ing cities, this means a stabilising force.

These developments are reflected in the Adler Group's
core business. With a sustained low vacancy rate of 1.3%
at the end of the year and growth in rental income on a
like-for-like basis of 1.5%, the Adler Group's core portfolio
has confirmed again its high quality. Our net rental in-
come of EUR 244.5 million in 2022 was higher than ex-
pected and our funds from operation (FFO 1) of EUR 86.8

million was fully on target.

Adler Group Integrated Annual Report 2022 | Unaudited Version

Adler Group will concentrate on value-enhancing man-

agement of a Berlin-focused portfolio

As part of its strategic realignment, the Adler Group is
concentrating on the value-enhancing management of an
existing portfolio focused on Berlin. We are scaling back
portfolios in other locations using the proceeds to reduce
debt as we are fully committed to sensibly deleveraging
the Group. With the disposals of larger portfolios to KKR/
Velero and the Waypoint portfolio in 2022, we have made

significant progress here.

In addition to the yielding portfolio, we will selectively sup-
plement individual project developments with a high stra-
tegic fit to the core portfolio. The remaining development
activities are planned to be scaled back, again in a highly
sensible manner to ultimately delever the Group. Regard-
ing individual developments, we are aiming for a sale or
cooperation with strategic partners taking care of all possi-

ble transactions to reflect the fundamen-

tal value of the assets.

Sustainability as guiding principle

Sustainability is a guiding principle in
the development of our company. For
us, sustainability encompasses five pri-
mary areas of action. First, the goal is to
be carbon neutral.. As a major contribu-
tor to greenhouse gas emissions, the
real estate sector has a critical role to
play in mitigating the effects of climate
change. At Adler Group, we have made
clear commitments to reduce our envi-
ronmental impact. By 2030, we aim to
halve CO:2 emissions in the existing
portfolio compared to 2020. We also fo-
cus on reducing energy consumption in
our buildings by implementing ener-
gy-efficient measures and using renew-

able energy sources.



Secondly, we strive to improve and ensure tenant satis-
faction: Adler Group intends to conduct tenant surveys on
a regular basis (starting in 2023) to determine their level
of satisfaction and to gather suggestions on levers to im-
prove our buildings and their surroundings or Adler

Group's services.

Concerning our third goal of ensuring employee satisfac-
tion, we are fully aware that the current state of the com-
pany is not easy for the people of Adler Group. Under
these circumstances, we are particularly proud that the
results of Adler's annual employee satisfaction survey in
2022 exceeded the previous year's results. This is com-
pelling evidence that our efforts to increase transparency,
maintain diversity, provide benefits, and offer more op-

portunities for personnel development are paying off.

As part of its community involvement - the fourth building
block in our approach to sustainability - Adler Group ac-
tively participates in associations, promotes dialog with
institutions and cities, and engages in social projects in
and around the respective neighbourhoods and proper-
ties. As an example, Adler Group was a founding member
of the "Alliance for New Housing and Affordable Living"

initiated by the Governing Mayor of Berlin.

In 2022, we commissioned an external service provider to
review the maturity level of the Compliance Management
System. The Compliance Management System reflects
one component of our Corporate Governance, which in
turn is the fifth dimension of our ESG approach. The re-
sulting recommendations have meanwhile been analysed
and their processing has begun. Adler Group follows the
German Corporate Governance Code, has issued various
guidelines, and formed a compliance organisation to en-

sure adherence to the regulations.

1| TO OUR STAKEHOLDERS
Letter from the Senior Management

Focus for 2023 is to further stabilise the company

Our clear focus for 2023 is to further stabilise Adler Group
financially. To achieve this, we will dispose of non-core
development assets and use the proceeds to further re-
duce our debt. However, we will only sell assets under the
clear condition that we achieve a price that reasonably
reflects the fundamental value of the assets. The agree-
ment made with our bondholders, gives us sufficient time
for the disposals and we can avoid being perceived as a
‘forced seller’. In addition, we will strive to further improve
the operating performance of our core business. This al-
lows us to partly compensate a reduction of net rental in-
come following portfolio disposals in 2022. Therefore, we
expect to generate net rental income for 2023 in the
range of EUR 207-219 million.

It has been a special and, in many ways, difficult year for
the Adler Group. First and foremost, we would like to
thank our employees for their unwavering commitment.
And we would like to thank our partners, investors, and
shareholders for their constructive support over the past

months. This is very much appreciated.

Together with the entire Adler Group team, we continue

to be dedicated to repaying this trust.

Sincerely yours,

Sli— TGo

Thierry Thomas Sven-Christian
Beaudemoulin Echelmeyer Frank
CEO CFO cLO

Adler Group Integrated Annual Report 2022 | Unaudited Version
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Adler Group
Share

The share Shareholder structure
Share information (as at 31 December 2022) (as at 31 December 2022)
1st day of trading 23 July 2015 Free float shares

Subscription price EUR 20.00 6 5 97%
[ ]

Price at the end of Q4 2022 EUR 1.345
Highest share price LTM EUR 13.99

Lowest share price LTM EUR 1.341

Total number of shares 117.5 million

ISIN LU1250154413

WKN A14U78

Symbol ADJ

Class Dematerialised shares

Free float 65.97%

Stock exchange Frankfurt Stock Exchange

Market t Prime Standard Vonovia SE
arket segmen rime Standar 2049%

ERPA indices FTSE EPRA / NAREIT Global

Index, FTSE EPRA / NAREIT
Developed Europe Index,
FTSE EPRA / NAREIT

Gerda Caner 7.44%
Germany Index

Aggregate Holdings S.A. 6.10%

16 Adler Group Integrated Annual Report 2022 | Unaudited Version



Key stock market data

Adler Group shares are traded on the Prime Standard of
the Frankfurt Stock Exchange. During the 12 months ended
31 December 2022, the shares traded between EUR 1.341
and EUR 13.99. Adler Group shares are included in the rel-

evant real estate sector indices of the EPRA index family.

Shareholder structure

As at 31 December 2022, the total number of outstanding
shares of Adler Group amounts to 117.5 million. At that time,
the main shareholders with holdings of over 5% were:
Vonovia SE (20.49%) , Gerda Caner (7.44%) and Aggregate
Holdings S.A. (6.10%)". The remaining 65.97% free float

shares were mainly held by institutional investors.

1) According to the official notifications received from the shareholders.

1 | TO OUR STAKEHOLDERS
Adler Group Share

Adler Group agreed, as part of the restructuring plan of
AGPS BondCo PLC, a 100% subsidiary of Adler Group,
which was sanctioned on 12 April 2023 by the High Court
of Justice of England and Wales, to issue and deliver
shares in an amount equal to 22.5% of Adler Group’s
share capital following such issuance (i.e. equal to ap-
proximately 29% of the current outstanding share capital
of Adler Group) to the New Money Notes investors (as de-
fined in the "Material Events" section of the Combined

Management Report).

Dividend

Following the implementation of the proposed amend-
ments pursuant to the restructuring plan, Adler Group is
not permitted to declare or pay any dividends to sharehold-

ers for the year 2022 and thereafter.

Adler Group Integrated Annual Report 2022 | Unaudited Version
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Sustainability

Policies

Company in transition

Adler Group has taken all the right steps in 2022 to make
its business activities even more sustainable. Employee
satisfaction has increased, significant efforts were made to
review and improve corporate governance, the concerns of
tenants continued to be among the top priorities, and we
managed to improve energy efficiency in 2022, measured
in terms of specific energy consumption per square meter
of residential floor space. This is a positive development

with regard to the efforts to mitigate climate change.

However, when it came to investing in improving energy
efficiency, Adler Group’s sustainability management was
not able to meet the self-imposed target formulated in
2021. After all, 2022 was a year of transition for Adler
Group in many respects. Financial parameters changed,
the property portfolio was significantly reduced and de-
velopment projects were realigned — all of which had an
impact on measures that were intended to improve ener-
gy efficiency and thus also reduce CO2 emissions. Some
were discontinued because the corresponding proper-
ties were sold, in other cases the originally planned pro-
jects were put on hold as long as it was unclear whether
they would remain in the portfolio. Other measures were
temporarily postponed because overriding objectives

such as securing liquidity took priority in the short term.
The intention to halve CO:2 emissions, as presented in last

year’s sustainability report, will be revisited and reas-

sessed in 2023 based on the new portfolio composition.

Adler Group Integrated Annual Report 2022 | Unaudited Version

Sustainability management

Sustainability is firmly anchored in the organisational
structure of Adler Group. Overall responsibility for sus-
tainability lies with the Board of Directors. Responsibility
for embedding it into the operating activities and imple-
menting the sustainability policy is assigned to the Chief
Legal Officer (CLO), who informs Senior Management and

the Board of Directors of all significant developments.

The CLO also chairs the Sustainability Board of Adler
Group. This corporate body comprises managers from all
corporate divisions who actively pursue sustainability
measures. The Sustainability Board meets regularly to
make all necessary decisions concerning issues relevant
to sustainable business activities. It decides on the action
plan for sustainable measures, defines the corresponding
sustainability KPIs and monitors the implementation of
the plan. In addition, the Sustainability Board ensures
Group-wide harmonisation of all sustainability concepts
and activities developed by the individual departments

across the Group.

At the same time, the Sustainability Office (“Stabstelle
Nachhaltigkeit”), which reports directly to the CLO, com-
municates the action plan to the respective departments
and functions as the point of contact for all employees in
matters of sustainability, prepares the decision papers for
the Sustainability Board and coordinates Adler Group’s
internal and external sustainability reporting. Further-
more, the Strategy & Organisational Development depart-
ment supports various initiatives, such as the implemen-
tation of the obligations arising from the EU Taxonomy

regulations.



Sustainability objectives

When pursuing sustainability objectives, companies pro-
mote climate protection, facilitate humane behaviour
within and between corporations or provide their share-
holders with greater transparency about their internal
processes. By doing so, they also serve their own proper
economic purpose. After all, investors, business partners,
tenants and employees alike are increasingly interested
in responsible business practices, which in turn bears val-

ue enhancing opportunities for sustainable companies.

Sustainability combined with a good ESG (Environmental,
Social, Governance) rating expands refinancing opportu-
nities as investors increasingly seek sustainable, environ-

mentally sound and socially responsible investments.

Governmental regulations, CO2 pricing and rising energy
costs are leading to increased demand for energy-effi-
cient, cost-saving building solutions, both in new build-
ings and in existing buildings — a trend from which Adler
Group may benefit due to its innovative concepts. When
residential properties are renovated to make them more
energy efficient, this not only provides a significantly
higher level of comfort for tenants, but also considerably
lowers costs for heating and energy and therefore im-

proves overall competitiveness on the rental markets.

Last but not least, sustainability measures have a positive
impact on Adler Group's reputation as an employer. In a
demographic environment where it becomes increasingly
harder to find qualified employees, fair treatment is a pre-
requisite for attracting and retaining people with the nec-

essary professional skills.

This is the context in which Adler Group’s sustainability
objectives are meant to be understood - objectives which
have not changed significantly since the previous year.
What changed, however, was the degree of intensity with
which these objectives were pursued. As described earli-
er, most of the measures intended to reduce energy con-
sumption were put on hold for the time being because of

the structural changes. Measures to improve corporate
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governance, however, were intensified — in part as a reac-
tion to externally voiced criticism of potential shortcom-
ings. Likewise, we stepped up HR activities in order to

make our company more attractive to employees.

The sustainability objectives covered five fields of action:

Climate neutrality

Adler Group has set itself the objective of halving CO:2
emissions in its existing portfolio by 2030 (compared to
2020). This is in line with the objectives of the Paris
Agreement and the requirements of the German Federal
Climate Change Act (Klimaschutzgesetz, KSG). Adler
Group confirms this objective, even though the corre-
sponding investment measures were largely put on hold
in 2022.

New construction as well as refurbishments to promote
energy-efficiency continue to be certified according to
recognised standards such as DGNB/LEED®/BREEAM
and should achieve at least the DGNB standards “Gold”
or “Very Good”. Construction of new buildings is planned

and carried out under the aspect of climate neutrality.

Employee satisfaction

Adler Group measures employee satisfaction by way of a
survey that is conducted annually. The objective is to have
at least 70% of all employees complete this survey which
was not yet reached in 2022. Employee satisfaction in
2022 exceeded the previous year’s result showing that
the employees of Adler Group recognise the efforts
geared to increasing transparency, maintaining diversity,
improving monetary and non-monetary benefits and pro-

viding more opportunities for personnel development.
Tenant satisfaction

Adler Group intends to regularly conduct tenant surveys
to find out their level of satisfaction and also to collect

suggestions concerning potential improvements of the

communal environment or Adler Group's services. Such a
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survey had been planned for 2022. However, due to the
massive portfolio adjustments it was postponed to 2023
in the expectation that more clarity would have been
achieved by then which parts of the portfolio were to held
long term. In the meantime, Adler Group is using the fluc-

tuation rate as an indicator for tenant satisfaction.

Experience shows that availability is a crucial factor for
tenant satisfaction. In order to reach the highest possible
level, Adler Group has ensured 24h availability with the

support of an external call centre service provider.

Community involvement

Adler Group actively participates in associations, pro-
motes dialogue with institutions and cities and is involved
in social projects in and around the relevant neighbour-

hoods and properties.

Membership in organisations that promote sustainability

Global Compact

Corporate Governance/Compliance

The purpose of corporate governance is to facilitate effec-
tive and responsible management of the company. Adler
Group follows the German Corporate Governance Code,
has issued various guidelines and formed a compliance or-
ganisation to ensure adherence to the regulations. In 2022,
the Group commissioned an external service provider to
review the maturity level of the Compliance Management
System. The resulting recommendations have meanwhile

been analyzed and their processing has begun.

Memberships

In its efforts to promote sustainability in its operations,
Adler Group pro-actively seeks opportunities for net-
working, integration and exchange with other players.
Consequently, Adler Group is a member of the following
organisations that are committed to the various aspects

of sustainability.

Adler Group is committed to the principles of the “Global Compact”, an initiative
of the United Nations to promote corporate responsibility and improvement in
the areas of human rights, labour, the environment and anti-corruption. Adler

Group has joined the UN Global Compact initiative in June 2021. The network of
the United Nations and corporates is committed to a more social and environ-
mentally friendly approach to globalisation. By taking these issues into account,
corporates are also contributing towards achieving the UN’s Sustainable Devel-

Energy efficiency network of the Federal Ministry for
Economic Affairs and Climate Action (BMWK) of the energy
management companies of housing associations

GLCI German Lean Construction Institute e.V.

Adler Group is a member of the German Sustainable Building Council (DGNB), an
association that promotes sustainable building and neighbourhoods offering a
good quality of life, and thus an environment that allows for a sustainable future.
The DGNB strives to transform the construction and real estate market towards
an appropriate understanding of quality as the basis for responsible and sustain-
able action. The association is the largest network for sustainable construction in
Europe with more than 1,300 members. Keeping these objectives in mind, Adler
Group assesses all new buildings accordingly. As a general rule, all newly con-
structed buildings are to comply with the high “DGNB Gold Standard” or another
comparable sustainability standard.

Monthly exchange of thoughts and interests with respect to real estate topics,
the German Energiewende (energy transition) and mobility

Quarterly exchange on current legislation, studies and pilot projects, informal
exchange on current industry developments, establishment of purchasing asso-
ciations

Wide variety of conferences/presentations/publications, further training, informal
exchange, working groups, research and development

Wide variety of conferences/presentations/publications, further training, informal
exchange, research and development
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Reporting

Selection and weighting of topics included in the Sustain-
ability Report of Adler Group are based on an assessment
of materiality. In order to identify the topics of material im- -
portance, Adler Group analyses on a regular basis out-
come from exchange with stakeholders, experience and
knowledge gained from day-to-day business, insights

gained as a member of the above-mentioned organisa-

tions and current market developments.

There are three relevant dimensions for assessing the im-

portance of individual topics for Adler Group.

. Impact: To what extent does the (business) activity
of Adler Group have an impact on the environment

with regard to the respective sustainability aspect

(“inside-out view”)?
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. Relevance for the business: To what extent does a
specific sustainability aspect which is relevant to the
market or stakeholders impact Adler Group’s perfor-
mance (“outside-in view”)?

Relevance for the stakeholders: To what extent does
Adler Group’s behaviour concerning the respective
sustainability aspects play a role in stakeholders' de-
cisions and their expectations with regard to Adler

Group?

The answers to these questions provide information
about the significance and thus the materiality of the indi-
vidual aspects and topics from a sustainability perspec-
tive. The chart below shows the sustainability aspects
that are considered material by Adler Group and visual-
ises their relevance for stakeholders and for the Group’s

own business.

The significance of sustainability for Adler Group

Relevance for stakeholders

high
Reduce
waste/water
consumption
Biodiversity
Supplier
management
medium

Environmental Social (tenants)

Social (employees)

Service
Fraud quality
prevention tenant satis-
faction
Neighbor-
hood devel-
Certification opment
of buildings
Diversity Saving
energy/re-
ducing CO:z Employee
Respect for emission rig?ts;satis-
3 action
human rights Data ‘
protection Anti-
corruption/
Talent conflict of
mgmt/pro- interest
Health fessional de-
and velopment )
safety Risk
management
Environ-
mental

protection in
operations

high
Relevance for Adler Group

Corporate Governance
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The information on the sustainability performance pre-
sented in this annual report relates to Adler Group S.A.
and all subsidiaries included in the consolidated financial
statements as well as all other holdings held by group
companies. The report is prepared using the systematics
of the Global Reporting Initiative (GRI) and covers the in-
formation required under the CSR Directive Implementa-
tion Act on material environmental, employee and social
issues, respect for human rights and the fight against cor-

ruption and bribery.

Adler Group is committed to creating transparency for its
stakeholders and reports on all sustainability-relevant as-
pects of both business activities and corporate environ-
ment. As such, it also complies with article 17730-1 of the
Luxembourg law of 10 August 1915 on commercial compa-
nies which provides that consolidated management re-
port should contain a non-financial statement containing
information to the extent necessary for an understanding
of the group's development, performance, position and
impact of its activity, relating to, as a minimum, environ-
mental, social and employee matters, respect for human
rights, anticorruption and bribery matters, including: a
brief description of the group's business model; descrip-
tion of the policies pursued by the group in relation to
those matters, including due diligence processes imple-
mented; the outcome of those policies; the principal risks
related to those matters linked to the group's operations
including, where relevant and proportionate, its business
relationships, products or services which are likely to
cause adverse impacts in those areas, and how the group
manages those risks; non-financial key performance indi-

cators relevant to the particular business.

Likewise it complies with article 68bis and 68ter of the
Luxembourg law of 19 December 2002 on the register of
commerce and companies and the accounting and annual
accounts of undertakings which provides that the corpo-
rate governance report shall contain inter alia the corpo-
rate governance code (or relevant information about the
corporate governance), a description of the main features
of the company’s internal control and risk management, a

description of the diversity policy.
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As Adler Group mainly operates in Germany, this report
additionally complies with the requirements for non-
financial statements as set out in Section 315b and c in
conjunction with Sections 289 b to e German Commercial
Code (HGB) as well as Regulation (EU) 2020/852 of the
European Parliament. Adler Group manages its operating
business based on financial ratios and performance indi-
cators. Non-financial performance indicators are not ma-
terial to the business activities (Section 289c (3) no. 5
German Commercial Code (HGB)). As a result, there is no
direct connection between the amounts reported in the
consolidated financial statements pursuant to Section
289c (3) no. 6 German Commercial Code (HGB) and the
five non-financial aspects pursuant to Section 289c (2)

nos. 1to 5 German Commercial Code (HGB).
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EU Taxonomy

The EU taxonomy (Regulation EU 2020/852) is the classi-
fication scheme of the European Union established to
clarify which of a company’s economic activities can be
regarded as environmentally sustainable. It is an essential
component of the EU Commission action plan on financ-
ing sustainable growth that aims to reorient capital flows
towards sustainable investment. The Regulation entered
into force in July 2020 and is to help change the econom-
ic and financial system in such a way that the EU can

achieve climate-neutrality by 2050.

In the scope of the taxonomy, the EU formulated and de-

fined six climate objectives:

1. Climate change mitigation
2. Climate change adaptation
Sustainable use and protection of water and marine
resources
4. Transition to a circular economy
Pollution prevention and control
Protection and restoration of biodiversity and eco-

systems

These objectives play a crucial role in assessing the sus-
tainability of economic activities. According to the re-
quirements of the EU taxonomy, an economic activity
qualifies as sustainable (taxonomy-aligned) where that

economic activity

. contributes substantially to one or more of the six en-
vironmental objectives;

. does not significantly harm any of the environmental
objectives (“do no significant harm” — DNSH);

. is carried out in compliance with the minimum safe-

guards.

Sustainable measures are thus defined as measures that
contribute substantially to at least one of the environmen-
tal objectives without doing any significant harm to any of
the other environmental objectives and without violating

the requirements regarding minimum safeguards.

Reporting obligation for companies

According to the Taxonomy Regulation in conjunction
with the Non-Financial Reporting Directive (NFRD), the
Adler Group, being a capital market oriented large com-
pany with more than 500 employees, is obliged since fi-
nancial year 2021 to include taxonomy-related informa-

tion in its non-financial reporting.

In addition to disclosures regarding taxonomy-eligibility,
reporting must also include disclosures regarding taxono-
my-alignment with regard to the first two environmental

objectives of the EU from 2022 onwards.

The obligation to publish disclosures on taxonomy-eligibility
under the EU taxonomy is new, which is why there is a
certain degree of uncertainty concerning the interpreta-

tion of individual provisions or recommendations.

Adler Group used reasonable discretion when interpret-
ing such provisions or recommendations. Although all
parties involved aim to establish a binding reporting
standard, this can probably only be achieved over time by
applying best practice solutions, which is why future re-
ports may be subject to adjustments. For its 2022 report-
ing, Adler Group used the EU taxonomy technical screen-
ing criteria as per the EU Taxonomy Regulation as well as
the FAQs issued by the EU Commission, especially those
published in February and December 2022.
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Companies are to apply certain technical screening crite-
ria that are defined in the taxonomy to assess whether an
economic activity can contribute substantially to reaching
environmental objectives. So far, these criteria have only
been defined for the first two environmental objectives,
i.e., climate change mitigation and climate change adap-
tation. They are laid down in Annex | and Il to the climate
delegated act. Going forward, reporting is to be expand-

ed to include the environmental objectives 3 to 6.

Eligible economic activities under the EU
Taxonomy regulation

Adler Group carried out an analysis in financial year 2021
to assess whether its economic activities are taxonomy-
eligible in accordance with Annex | and Il to the climate
delegated act. The business model of the Adler Group
consists mainly of the rental of existing apartments and,
to a lesser extent, of project development, i.e., the con-
struction of new neighbourhoods. In principle, the
Adler Group’s core business can be allocated to sector 7
‘Construction and real estate activities’ of the Taxonomy

Regulation.

In financial year 2022, the Group validated the results of
the taxonomy analysis carried out in the previous year.
Since the business model of Adler Group did not change
materially, the taxonomy-eligible economic activities
identified in financial year 2022 are, except for the activi-
ties 7.2 ‘Renovation of existing buildings’, essentially the
same as in the previous year. With regard to turnover and
operating expenditure, Adler Group identified two taxon-

omy-eligible economic activities:

7.4 ‘Construction of new buildings’

7.7 ‘Acquisition and ownership of buildings’ (rental of own

buildings and apartments)

Turnover from the administration of residential properties
and facility management of properties no longer owned
by the Group is essentially taxonomy non-eligible. In addi-

tion to the activities 7.1 and 7.7, we identified the following
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economic activities as being essentially taxonomy-

eligible with regard to capital expenditure:

7.3 ‘Installation, maintenance and repair of renewable en-

ergy efficiency equipment’, and

7.5 ‘Installation, maintenance and repair of instruments
and devices for measuring, regulation and controlling en-

ergy performance of buildings’.

As, however, no significant capital expenditure was in-
curred for activities 7.3 and 7.5 in financial year 2022, they

are not included in this report.

It was mentioned in Adler Group’s 2021 EU taxonomy re-
porting that the economic activities summarised under 4.
‘Energy’ and the economic activities 7.4 ‘Installation,
maintenance and repair of charging stations for electric
vehicles in buildings’ and 7.6 ‘Installation, maintenance
and repair of renewable energy technologies’ of the EU
taxonomy could play a role for Adler Group in the future.
This did not come to pass in 2022 but the business model
of the Adler Group may move towards this direction in the
future. However, in the current phase of transition and
portfolio adjustments and in view of the present financial
challenges, this is hard to predict. In financial year 2022,
we initiated a pilot project together with a provider of
e-mobility charging stations for economic activities that

classify as 7.4.

The Adler Group also incorporated the taxonomy require-
ments into its management and accounting systems in
2022, and initiated a corresponding project that brought
together all the relevant departments. Following the anal-
ysis that had been carried out by the Group in the previ-
ous year to verify whether its material economic activities
are taxonomy-eligible, the aim in 2022 was to establish by
means of the technical screening criteria laid down in the
delegated acts whether the associated turnover, capital
expenditure and operating expenditure is taxonomy-

aligned.



Aligned economic activities under the EU
Taxonomy regulation

According to the EU taxonomy framework, taxonomy-

alignment is assessed in three steps:

1. Determining whether an economic activity contrib-
utes substantially to environmental objectives (at
Adler Group, the criteria are assessed at the level of
the respective asset)

2. Determining whether no significant harm is done to
any of the other environmental objectives (“DNSH”)

3. Determining whether the economic activity is carried
out in compliance with the minimum safeguards (this

is determined at Company level)

At Adler Group, the economic activities are generally as-
sociated with the first environmental objective (climate

change mitigation).

Assessment of the substantial contribution

In order to contribute to environmental objective 1in An-
nex |, i.e., climate change mitigation, an economic activity
must meet certain technical screening criteria defined by
the taxonomy, which are specified in Annex | to the dele-
gated act for the respective economic activity. These cri-

teria and the results of the analysis are explained below.

Economic activity 7.1 ‘Construction of new
buildings’

Turnover in connection with project development (activity
7.1 ‘Construction of new buildings’) is usually recognised
over time pursuant to IFRS 15. In order to assess whether
the construction of new buildings is taxonomy-aligned, it is
deemed expedient to apply the criteria for taxonomy-
alignment even before the construction is completed. Here,
we took account of contractual obligations as well as informa-

tion derived from the technical planning documentation.
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Turnover associated with the economic activity 7.1 ‘Con-
struction of new buildings’ contributes substantially to the
climate change mitigation objective if the building in ques-
tion has a primary energy demand that is at least 10% lower
than the threshold set for the nearly zero-energy building
(NZEB) requirements in national legislation. This is defined
differently depending on the member state, and in Germa-
ny — the only country where Adler Group is active — is de-
fined in the Buildings Energy Act (GEG). Buildings larger
than 5,000 m2 must undergo testing for air-tightness and
thermal integrity, and the life-cycle global warming poten-

tial must be calculated for each stage in the life cycle.

The majority of new buildings that generate turnover do
not meet the threshold for the primary energy demand in
order to qualify as contributing substantially to climate
change mitigation. The turnover from new buildings that
do contribute substantially to climate change mitigation

was then assessed with regard to the DNSH criterion.

Economic activity 7.7 ‘Acquisition and own-
ership of buildings’

Turnover from the rental of existing buildings (activity 7.7
‘Acquisition and ownership of buildings’) contributes sub-
stantially to climate change mitigation if, for buildings built
before 31 December 2020, the building has either at least
an energy performance certificate (EPC) class A or the
building is within the top 15% of the national or regional
building stock expressed as operational primary energy
demand. For buildings built after 31 December 2020, the
building must meet the same criteria as new buildings (ac-
tivity 7.1) to qualify as contributing substantially to climate

change mitigation.

According to the FAQs published by the EU Commission
in December 2022, publicly available technical studies
may be used to determine whether a building is within the
top 15%. Adler Group used a study by Drees & Sommer!,
according to which multi-family homes that have obtained
an energy performance certificate (EPC) up to class A are
deemed to be among the top 15% of the regional building

stock. If no energy performance certificate is available for

(1) Drees & Sommer, press release “vdp and Drees & Sommer unveil benchmarking tool for top 15% criterion for buildings”, 4 April 2022.
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a residential building, the primary energy demand (less
than 74 kWh per m2) or energy consumption (less than
70 kWh per m2?) may be used to prove that it is among the
top 15%. Commercial properties are deemed to be among
the top 15% if they meet at least the requirements under

the German Energy Conservation Ordinance (EnEV 2009).

An analysis of the Adler Group’s existing portfolio revealed
that only a few buildings meet the required threshold for pri-
mary energy demand. Only buildings that have an energy

performance certificate were considered in this analysis.

In order to determine the taxonomy-aligned operating ex-
penditure for upkeep, repairs and ongoing maintenance,
the Group applied the criteria for economic activity 7.7 as

this expenditure refers only to the rental of yielding assets.

Determining whether significant harm is
done to one or several other environmental
objectives (DNSH)

All the buildings that were proven to contribute substan-
tially to climate change mitigation in the first step, had to
undergo an analysis to determine whether they meet the
DNSH criteria defined for the individual economic activi-
ties in a second step. Adler Group used reasonable dis-
cretion when interpreting individual provisions or recom-

mendations.

This analysis revealed the following:

. Environmental objective 2 — Climate change

adaptation

Economic activities 7.1and 7.7

In order to determine whether this environmental ob-
jective is harmed, the Group carried out a climate
risk analysis in accordance with the requirements in
Appendix A to the climate delegated act of the EU
Taxonomy Regulation. In doing so, it was assumed
that climate risks can endanger the performance
during the expected economic lifetime of an asset,
especially considering that the economic life of real

estate usually exceeds ten years. Therefore, the cli-
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mate risk analysis is based on climate scenarios until
2050 that assume the worst case scenario 8.5 and
the latest projections by the Intergovernmental Pan-
el on Climate Change (IPCC). The analysis only cov-
ers the locations of buildings that meet the criterion
of making a substantial contribution. It revealed po-
tential risks resulting primarily from adverse weather
incidents and, in individual cases, from storms, flood-

ing, drought or water scarcity.

Although none of these risks were classified as mate-
rial, further adjustments were made to the for-
ward-looking planning beyond potentially adjusting
insurance premiums for damage or loss resulting from
storm, heavy rain, hailstorms, etc. Depending on the
property, this involves structural measures such as
unsealing courtyard areas, creating tenant gardens,
planting heat- and drought-tolerant trees and plants
or, if renovation measures on roofs are pending, a
possible green roof. At all locations, it is also a matter
of sensitising the caretakers or property managers to
the early detection of hazards from dead trees or

loose roof coverings and facade cladding.

Environmental objective 3 — Sustainable use and
protection of water and marine resources
Economic activity 7.1

The delegated climate act specifies technical screen-
ing criteria with regard to the sustainable use and
protection of water and marine resources associated
with economic activity 7.1. The water use of all water
appliances was reviewed for each new building pro-

ject on the basis of their technical specifications.

Environmental objective 4 — Transition to a circular
economy

Economic activity 7.1

The criteria for this environmental objective refer
mainly to the life cycle of products, long economic
lives, reusability of materials, etc. When constructing
new buildings, the Adler Group meets the require-
ments under the transition to a circular economy ob-

jective by properly disposing of the construction and



demolition waste generated on the construction site
and by ensuring that buildings can be disassembled.
Evidence within this meaning is provided in the form
of contractual documents and certificates of dispos-
al. By complying with national legislation, the Group
was also able to demonstrate that the non-hazardous
waste was reused. This review was carried out at the

level of individual projects or buildings.

Environmental objective 5 — Pollution prevention
and control

Economic activity 7.1

In connection with the construction of new buildings,
the Group carried out a review on how to avoid haz-
ardous substances, to guarantee the use of
environmentally-friendly materials (where possible
with the corresponding label), to adhere to the exam-
ination of the soil quality of the location (e.g., by
means of ISO Standard 18400) and to take measures
to reduce noise, dust and pollutant emissions during
construction or maintenance works. Many of the
technical screening criteria defined by the EU in this
context are similar to the requirements under Ger-
man legislation applicable to new buildings that must
be observed and documented upon acceptance.
The Adler Group carried out an initial screening of
processes and the underlying contracts in order to
potentially exclude the use of any other hazardous sub-

stances defined in Art. 57 of the REACH Regulation.

Environmental objective 6 — Protection and resto-
ration of biodiversity and ecosystems

Economic activity 7.1

Appendix D requires a screening in accordance with
Directive 2011/92/EU.

The Adler Group’s project developments are usually
located in urban areas that already served residen-
tial or industrial purposes in the past. Whenever the
Adler Group carries out greenfield project develop-
ment, all the regulations to protect areas of recog-
nised high biodiversity value and land that serves as
habitat of endangered species (flora and fauna) are

observed and documented. Otherwise, no building
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permit would be granted. These aspects have also
been taken into account and reviewed with regard to
new buildings that generate turnover and contribute

substantially to climate change mitigation.

The analysis showed that no property fully meets the DNSH
criteria related to the economic activity "7.1 New construc-
tion". This is due in particular to the DNSH criteria for envi-

ronmental objective 5 "Pollution prevention and control".

Verification of compliance with minimum
safeguards

The last step in determining whether economic activities
are taxonomy-aligned is to verify that the minimum safe-
guards are complied with. The due diligence in this re-
spect refers not only to the Group’s own economic activi-
ties, but also extends to the activities within the value
chain. According to the EU taxonomy, this includes, for
instance, alignment with the OECD Guidelines for Multi-
national Enterprises, the UN Guiding Principles on Busi-
ness and Human Rights including the principles and rights
set out in the eight fundamental conventions identified in
the Declaration of the International Labour Organisation
on Fundamental Principles and Rights at Work and the In-

ternational Bill of Human Rights.

The scope of the minimum safeguards covers the follow-

ing four topics:

. Human rights (including labour and consumer rights)
. Corruption and bribery
. Taxes

. Fair competition

In order to transparently and unmistakably communicate
its stance on these issues, the Adler Group is a signatory
of the United Nations Global Compact, the Diversity Char-
ta and undertook to comply with the associated require-
ments by setting up written guidelines, for example on
compliance with human rights, freedom of assembly,
non-discrimination and diversity, against corruption and

giving or accepting undue advantages, data protection,
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equal pay of men and women and on political and social
commitment. The individual measures are explained in
the sections on Corporate Governance/Compliance and
Employees. Moreover, the Adler Group ensures compli-
ance with the minimum safeguards by means of Group
policies, documentation, established processes and new

processes that are being implemented at the moment.

Human rights

The Adler Group is committed to the principles of the
OECD Guidelines for Multinational Enterprises, including
the OECD Due Diligence Guidance for Responsible Busi-
ness Conduct. The Group has stipulated policies and set
up processes to identify, prevent and, if required, miti-
gate and resolve actual and potential negative effects
on labour law-related matters. The policies aimed at pre-
venting negative effects on employees or labour-law re-
lated matters are publicly accessible on the website. The
processes ensure that, in case of any acute human rights
violation, immediate measures can be taken and the af-
fected persons can be indemnified. The effectiveness of
these processes is regularly reviewed in internal audits.
Additionally, human rights aspects are incorporated into

our supplier contracts.

Corruption and bribery

The Adler Group has introduced regular risk assess-
ments to prevent and combat corrupt practices. In addi-
tion to the risk of corruption, these assessments also
cover compliance risks. The control mechanisms to pre-
vent corruption and bribery within our own business and
within the value chain are rooted in regular risk assess-
ments carried out by the respective risk owner (usually
the head of the business unit or department to which the
risks were allocated). Anti-corruption measures are laid
down in a written policy and form an integral part of the
Adler Group’s Code of Conduct. Regular training on an-
ti-corruption measures, conflicts of interest, gifts and
invitations with proof of participation are mandatory for

all employees.

Adler Group Integrated Annual Report 2022 | Unaudited Version

In 2022, the Adler Group was accused by external parties
of having violated fundamental principles of corporate
governance. A subsequent forensic report commissioned
by the Adler Group failed to find any evidence to support

these accusations.

Taxes

In order to comply with all the relevant tax laws and pro-
visions, the Adler Group has started to introduce a tax
compliance management system that is used to compile
the relevant reports every quarter together with the
Group’s general risk management report. The Group is
further planning to introduce quarterly tax training and
follow-up training courses for accountants as well as an-
nual tax training courses for operational staff (e.g., trans-

actions, rental department, etc.).

Fair competition

The Adler Group carries out its activities in compliance
with all applicable laws and provisions on fair competition
and observes the antitrust laws of all the jurisdictions in
which its business could have negative effects on fair
trade. The Group raises employee awareness regarding
the significance of complying with fair competition laws
and provisions, and provides its executives with the rele-

vant training courses.

Taxonomy-aligned turnover, capital and operating ex-
penditure was only identified for economic activity 7.7.
Only the substantial contribution criterion and the DNSH
criterion for environmental objective 2 (climate change
adaptation) need to be met by the economic activity 7.7 as
no further DNSH criteria exist for this activity. Although
most of the technical screening criteria could be evi-
denced for economic activity 7.1, the Group is not
taxonomy-aligned in this respect, as not all of the DNSH

criteria could be met.



Basis for determining the Taxonomy key per-
formance indicators

The determination of the KPIs and the reporting on taxon-
omy-eligible and taxonomy-aligned turnover, capital ex-
penditure and operating expenditure of the Adler Group
is carried out in accordance with the definition of the re-
spective KPIs in Annex | to the delegated act under Article
8 on the content, presentation and methodology of the

information to be disclosed.

The turnover, capital expenditure and operating expendi-
ture KPIs that are reported pursuant to the provisions in
the EU Taxonomy Regulation are based on the figures in
the consolidated financial statements prepared by the
Adler Group in accordance with the principles of the Inter-

national Financial Reporting Standards (IFRSs).

Turnover

The share of taxonomy-aligned economic activities in the
Adler Group’s total turnover was calculated as the share
of net revenue generated with services associated with
taxonomy-aligned economic activities (numerator) divid-
ed by net revenue (denominator), each figure for the fi-

nancial year from 1 January 2022 to 31 December 2022.

The numerator of the turnover KPI is defined as net reve-
nue generated with services associated with taxono-
my-aligned economic activities. At the Adler Group, this
refers to 7.7 ‘Acquisition and ownership of buildings’, i.e.,

primarily net rental income and recharged utilities costs.

The figures stated herein are based on the revenue of the
Adler Group as recognised in the consolidated statement
of profit or loss and explained in the notes to the consoli-

dated financial statements.
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Capital expenditure

The total capital expenditure of the Adler Group within the
meaning of the EU taxonomy (denominator) is defined as
the additions (including additions from business combina-
tions) to property, plant and equipment (IAS 16), intangible
assets (IAS 38), right-of-use assets (IFRS 16) and invest-
ment property (IAS 40) before depreciation, amortisation
and revaluations, including expenditure resulting from re-
valuations and impairment and excluding changes in the
fair value. The total capital expenditure used for the calcu-
lations is the figure reported in the 2022 consolidated fi-
nancial statements of the Adler Group. The respective ad-

ditions were used to determine the denominator.

Whether capital expenditure classifies as taxonomy-
eligible thus depends on the underlying turnover-gener-
ating economic activity (7.7). Usually the analysis is con-
ducted at the level of individual buildings due to the technical

screening criteria that apply to this economic activity.

Capital expenditure not associated with taxonomy-
aligned, turnover-generating economic activities was
screened to establish whether individual measures can
be introduced to reduce the carbon and greenhouse gas
emissions of the target activities. A strict allocation pro-

cess rules out double counting.

All the taxonomy-aligned capital expenditure refers to

additions to investment properties.

Operating expenditure

Operating expenditure as defined by the EU taxonomy
comprises direct, non-capitalised costs relating to re-
search and development, building renovation measures,
short-term leases, maintenance and repair, and all other
direct expenses. They are necessary to ensure functional-
ity and are related to the day-to-day maintenance of prop-

erty, plant and equipment.

Adler Group Integrated Annual Report 2022 | Unaudited Version

29



30

1| TO OUR STAKEHOLDERS
EU Taxonomy

As all the Adler Group’s operating expenditure, consisting
mainly of upkeep, repairs and ongoing maintenance, re-
lates exclusively to the core business, i.e., rental of yield-
ing assets and project development, and is more or less
equally distributed among the individual buildings, a key
based on the taxonomy-eligibility of the turnover was

used for the calculations.

The Adler Group has no capital or operating expenditure
plans, which is why no such plans were considered in the

reporting.

Taxonomy-aligned operating expenditure refers mainly
to upkeep, repairs and ongoing maintenance of existing

buildings.

Compared to the 2021 reporting year, capital and operat-
ing expenditure changed for various reasons. Firstly, the
disposal of large portions of the portfolio meant that the
measures originally planned for the properties in these
portfolios have become obsolete. Furthermore, given the
change in financing conditions, the Adler Group was
forced to temporarily suspend most of its project develop-
ments. This also had a massive impact on planned capital
expenditure. Since securing liquidity became more of a
priority in the course of the Adler Group’s radical change,
the investment scheme to exchange old heating systems
for new and more efficient systems was hindered and
only heating systems that could no longer be operated
were replaced. Therefore, both capital and operating ex-

penditure were lower in 2022 than in the previous year.
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The planned investments in the energy refurbishment of
existing apartments was put on the back burner for the
time being. This has consequences for the forward-looking
planning. In the 2021 Sustainability Report, the Adler
Group had presented a plan to halve carbon emissions
emanating from the property portfolio by 2030 (base year
2020). These plans had earmarked capital expenditure
totalling EUR 275 million until 2030, i.e., nearly EUR 30
million per year. For the aforementioned reasons, this

planis no longer realistic.

Since, however, the Adler Group adheres to its objective
of halving carbon emissions by 2030, the Group will de-
vise and evaluate a new plan on the basis of the remain-

ing portfolio.

The templates in Annex Il of the delegated act under Arti-
cle 8 are used to disclose the taxonomy KPlIs (turnover,
capital expenditure and operating expenditure). The fol-
lowing tables show the share of Adler Group’s economic
activities that are subject to the EU taxonomy with regard
to the environmental objectives climate change mitiga-
tion (Annex I) and climate change adaptation (Annex Il) as
well as the share of activities that qualify as being
taxonomy-aligned. As the Adler Group’s business activi-
ties have no connection with nuclear power or gas within
the meaning of the supplementary delegated act, the
templates designated specifically for nuclear power and

gas were not applied.
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Proportion of turnover derived from goods or services associated with taxonomy-aligned
economic activities — disclosure for year 2022

Criteria for substantial DNSH criteria
contribution to : (“do no significant harm”)

Absolute turnover®
Proportion of turnover?
Climate change adaptation®
Water and marine resources”
Circular economy®
Biodiversity and ecosystems'
Climate change adaptation™
Water and marine resources™
Circular economy™
Pollution™

Biodiversity and ecosystems'™

Code(s)?
Pollution®

Economic activities”

Taxonomy-aligned proportion of turnover, year N'®
Taxonomy-aligned proportion of turnover, year N-1"

Category (enabling activities)?®
Category “(Transitional activities)”?"

Climate change mitigation™
Minimum safeguards™

Climate change mitigation®

A. Taxonomy-eligible activities

A.1. Environmentally sustainable activities
(taxonomy-aligned)

7.7 Acquisition and own-
ership of buildings

682 7929422 108 (100 O Y f vy 108

Turnover of environmen-

tally sustainable activities 7,929,422 108 :100 O
(taxonomy-aligned) (A.1) : :
A.2 Taxonomy-eligible

but not environmentally

sustainable activities

(taxonomy non-aligned

activities

7.1 Construction of new
buildings

7.7 Acquisition and own-
ership of buildings
Turnover of taxonomy-

eligible but not environ-

mentally sustainable 683,556,935 93.07 :

activities (taxonomy non- :

aligned activities) (A.2)

Total (A.1+A.2) 691,486,357 94.15 1.08

A. Taxonomy non-
eligible activities

Turnover of taxonomy
non-eligible activities (B)

42,985,729 5.85 :

Total (A+B) 734,472,086 100
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Proportion of CapEx derived from goods or services associated with taxonomy-aligned economic
activities — disclosure for year 2022

Criteria for substantial
contribution to

DNSH criteria
(“do no significant harm”)

z 3
© z
O —
> 8
g =
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% (—? o i m © 5 r-; 5 2 i ® © 5 {—30 5 2 i E Q c o o
T 2 e E E ® g = 8 EzE-gzPzZz38zEzp £ £ 2
Economic activities” o < a 02 0 22 00 @ @20 0> 2> 0>-a>bd>=> F2 £2 0w O
A. Taxonomy-eligible activities
A.1. Environmentally sustainable activities
(taxonomy-aligned)
7.7 Acquisition and 68.2 56,850 0 Y Y 003
ownership of buildings
CapEx for environmental-
ly sustainable activities 56,850 0.04 :100 O 0.03
(taxonomy-aligned) (A.1) :
A.2 Taxonomy-eligible
but not environmentally
sustainable activities
(taxonomy non-aligned
activities)
71 Construction of new 4 5 74775927 4425 |
buildings :
77 Acquisitionand g9 5 g3 001146 54.44 |
ownership of buildings
CapEx for taxonomy-
eligible but not environ-
mentally sustainable 166,777,073 98.69 :
activities (taxonomy non- :
aligned activities) (A.2)
Total (A.1+A.2) 166,833,923 98.72 H H 0,03

A. Taxonomy non-eligible
activities
Turnover of taxonomy

non-eligible activities (B) 2,154,738

Total (A+B) 168,988,661 100
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Proportion of OpEx derived from goods or services associated with taxonomy-aligned economic

activities — disclosure for year 2022

Code(s)?

Economic activities”

Absolute OpEx®

Proportion of OpEx®

Climate change mitigation®

Criteria for substantial

Climate change adaptation®

contribution to

Water and marine resources”

Circular economy®

Pollution?

Biodiversity and ecosystems'

DNSH criteria
(“do no significant harm”)

Climate change adaptation™
Water and marine resources™

Circular economy™

Climate change mitigation™
Pollution™

Biodiversity and ecosystems'

Minimum safeguards™

Taxonomy-aligned proportion of OpEx, year N'®
Taxonomy -aligned proportion of OpEx, year N-1'9

Category (enabling activities)?®
Category Transitional activities?"

A. Taxonomy-eligible activities

A.1. Environmentally sustainable activities

(taxonomy-aligned)

7.7 Acquisition and

ownership of buildings 68.2

OpEx for environmentally
sustainable activities
(taxonomy-aligned) (A.1)

A.2 Taxonomy-eligible
but not environmentally
sustainable activities
(taxonomy non-aligned
activities)

7.7 Acquisition and

ownership of buildings 68.2

OpEx for taxonomy-
eligible but not environ-
mentally sustainable
activities (taxonomy non-
aligned activities) (A.2)

623,156

26,479,113

26,479,113

97.70';

Total (A1+A.2)

27,102,269

100 !

A. Taxonomy non-eligible
activities

Turnover of taxonomy
non-eligible activities (B)

Total (A+B)

27,102,269

100 :
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orporate

Governance Report

Principles of Corporate Governance

The Adler Group takes special care to ensure that corpo-
rate governance is based on law and order, but also ad-
heres to the principles of the 'reputable business man' —
these guide day-to-day activities at the Adler Group. This
also requires the continuous modification of business
structures — organisation, reporting lines, management
processes — in line with the changing size of Adler Group
in order to satisfy the requirements of good corporate gov-

ernance.

The Adler Group places great emphasis on 'compliant'
conduct. Long-term success should not be jeopardised
by the prospect of attractive but only short-term profit. To
this end, the management of the Company has defined
suitable principles and corresponding rules on the basis
of its corporate objectives to ensure that the Adler
Group's legal representatives and employees, as well as
any third parties, comply with the rules. This is intended
to prevent serious breaches of the applicable laws and

voluntary commitments.

Ensuring that the entire workforce acts in accordance
with the statutory regulations and the Adler Group indi-
vidual standards — compliance — prevents financial and
reputation risks. The Adler Group's compliance culture
therefore provides the foundation for compliance man-
agement. A number of key aspects define this culture.
One of these is the conduct of the Company’s manage-
ment in relation to compliance matters — the 'tone from
the top'. Furthermore, the integrity and responsible con-
duct of managers at all management levels also plays a

role, as the only compliance culture that exists at the com-
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pany is the one perpetuated by management. The Adler

Group has successfully implemented this to date.

General

The Company's corporate governance practices are gov-
erned by Luxembourg Law (particularly the Luxembourg
law of 10 August 1915 on commercial companies, as
amended (the “Luxembourg Companies Law”) and the
Company's articles of association (the “Company Arti-
cles”)). As a Luxembourg company with its shares admit-
ted to trading on the regulated market (Prime Standard) of
the Frankfurt Stock Exchange, the Company is not subject
to any specific mandatory corporate governance rules.
The corporate governance practices applied by the Com-

pany are those applied under general Luxembourg law.

The governing bodies of the Company are the board of
directors (the “Board”, and each member of the Board in-
dividually, a “Director”) and the general meeting of the
shareholders (the “General Meeting”). The powers of
these governing bodies are defined in the Luxembourg
Companies Law and the Company Articles. The Compa-
ny's Board together with the senior management (the
"Senior Management") (which is currently composed of a
chief executive officer (the “CEO”) who has also been ap-
pointed as daily manager of the Company (the “Daily
Manager”), as well as the chief financial officer (the
“CFO”) and the chief legal officer (the “CLO”)) manage
the Company in accordance with the provisions of Luxem-
bourg law. The Board's duties, responsibilities and busi-
ness procedures are laid down in specific rules of proce-
dure, the latest version of which has been approved by
the Board on 9 February 2021.



Board

The current Board is composed of four Directors. As a
general rule, the Directors are elected by the General
Meeting. However, in the event of a vacancy in the office
of a Director, the remaining members of the Board may fill
such vacancy and appoint a successor to act until the next
General Meeting which shall resolve on the permanent
appointment in compliance with the applicable legal pro-
visions. Three out of four Directors are independent di-
rectors. The only non-independent Director is appointed

as a Daily Manager and is the CEO of the Company.

The Board develops the strategic direction of the Compa-
ny together with the Senior Management and ensures its
implementation. The Board is vested with the broadest
powers to take any actions necessary or useful to fulfil the
corporate objects of the Company save for actions re-

served by law to the General Meeting.

Changes at Board level

During the year 2022 there were changes at Board level.
Dr. Michael Bitter resigned as a Director (and as member
and Chairman of the Audit Committee of the Company)
with effect as of 31 January 2022 and Prof. Dr. A. Stefan
Kirsten joined the Board of Directors as a new member
and the Chairman of the Board with effect as of 16 Febru-
ary 2022. On 30 April 2022, all the members of the Board
who held a mandate in 2021 offered their resignation. To
support the continuity of the Company, the resignations
of Mr Thilo Schmid, Mr Thomas Zinndcker as well as of
CEO, Mr Thierry Beaudemoulin, only took effect as of the
date of the annual General Meeting of the company on 29
June 2022 whereas the other resignations took immedi-
ate effect. At the annual General Meeting of 2022, Mr
Thilo Schmid, Mr Thomas Zinndécker and Mr Thierry
Beaudemoulin were re-elected as Directors. The re-ap-
pointment of Prof. Dr. A. Stefan Kirsten as a Director and
the Chairman of the Board was also approved. The Board
now consists of the Chairman of the Board, Prof. Dr. A.
Stefan Kirsten, the CEO and Daily Manager, Mr Thierry

Beaudemoulin, Mr Thilo Schmid and Mr Thomas Zinnocker.
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Composition of the Board

as at 31 December 2022:

Prof. Dr. A. Stefan Kirsten

Independent Director

Mr Thierry Beaudemoulin

Director

Mr Thilo Schmid

Independent Director

Mr Thomas Zinnocker

Independent Director

Prof. Dr. A. Stefan Kirsten

Chairman of the Board of Directors

Prof. Dr. A. Stefan Kirsten is a German manager who stud-
ied business in Germany and the USA. He holds a doctor-
ate degree in economics and is teaching at various Ger-
man universities. From 1986 to 2000 he held positions in
auditing and at corporate level with Arthur Andersen,
Rheinmetall, WMF and EMI Music. In 2000, he became
the group chief financial officer of Metro AG, in 2002, the
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Group CFO at ThyssenKrupp AG. From 2007 to 2010, he
was chief financial officer and later chief executive officer
of Majid al Futtaim Group in Dubai. In 2011, he joined
Deutsche Annington as chief financial officer and helped
to refinance the company, go public and grow into Vono-
via SE. After stepping down from Vonovia SE in 2018, he
concentrated on non-executive directorships, i.e., Jeronimo
Martins SGPS SA, Footprint International Inc. or Planted
AG. He is also an active investor as well as co-founder and
chief financial officer of Monarch, a start-up in security-

related consulting.

Mr Thierry Beaudemoulin

Mr Thierry Beaudemoulin graduated from the Institut
d’Etudes Politiques de Paris, France in 1993 and obtained
a master’s degree in real estate and urban planning from
the same institution in 1995. From 1996 to 1998, Mr
Beaudemoulin was special advisor to the chief executive
officer of Batigere. Between 1998 and 2000, he was head
of property management at Foncia and held positions as
asset manager and managing director France at ING REIM
(Europe) between 2000 and 2004. From 2004 to 2006,
Mr Beaudemoulin was managing director for the Paris re-
gion at Batigére. Between 2006 and October 2019 he
was chief executive officer at Covivio Germany and mem-

ber of the executive board at Covivio.
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Mr Thilo Schmid

Mr Thilo Schmid held several positions in the software in-
dustry including at KHK-Software, in Frankfurt and Basel
and was chief technology officer at Aparis Software GmbH.
After working as a real estate project controller at the Tivona
Group, Basel, he joined Wecken & Cie., a Swiss family of-
fice, as an investment manager in 2008, where he is re-
sponsible for venture capital and real estate investments.
Mr Schmid has been a member of the board of directors of
Adler Group S.A. since October 2020. Other current direc-
torships include ADLER Real Estate Aktiengesellschaft
(Deputy Chairman of the Supervisory Board), DTH S.a r.l.
(member of the board of managers), Cynora GmbH (member
of the advisory board) and Yeditepe Marina Yatirim Turizm

Insaat A.S. (member of the board of directors).



Mr Thomas Zinnocker

Mr Thomas Zinndcker studied business administration
and earned the degree of a Diplom-Kaufmann at the Uni-
versity of Cologne in 1985. He held various managing po-
sitions at Krantz TKT GmbH, Deutsche Telekom Immobil-
ien und Service GmbH, GSW Immobilien AG, Gagfah S.A.,
Vonovia SE and ista International GmbH. From 2014 to
2020, he was chairman of the board of the Institute for
Corporate Governance in the German Real Estate Indus-
try. From 2006 to 2021, Mr Zinndcker was a member of
the board of the ZIA German Property Federation (Immo-
bilienverband ZIA) and since 2013, Mr Zinnécker has been
a member of the board of trustees of Familienstiftung
Becker & Kries and chairman of the board as of 2019. Mr
Zinndcker has been a member of the board of directors of
Adler Group S.A. since October 2020.
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Committees established by the Board

The Board's work takes place through plenary ses-
sions and committees, which exercise their activi-
ties under the responsibility of the Board. Current-

ly, the Company has four committees:

. the Audit Committee,
. the Nomination and Compensation Committee,
. the Investment and Financing Committee, and

D the Ad hoc Committee.

The Committees are expressly governed by the Compa-
ny’s rules of procedure for the Audit Committee, the
Nomination and Compensation Committee, the Invest-
ment and Financing Committee and the Ad-Hoc Commit-
tee, the last version of which was adopted by the Board
on 9 February 2021 (the “Committees' Rules of Proce-
dure”). In accordance with the Committees' Rules of Pro-
cedure to which all currently established Committees
are subject, the Committees convene whenever required

by the Company’s affairs.

Audit Committee — The purpose of the Audit Committee is

(i) to assist the Board in fulfilling its oversight responsi-
bilities relating to the integrity of the financial state-
ments and the adequacy of internal control systems

over financial reporting;

(ii) to monitor the effectiveness of the Company’s internal

quality control and risk management systems; and

(iii) to make recommendations for the appointment, com-
pensation, retention and oversight of the external au-

ditors as well as to consider their independence.

The Audit Committee is further responsible for evaluating
whether any transaction between the Company and a re-
lated party is a material transaction which would require
approval of the Board and publication, except transac-
tions entered into between the Company and its subsidi-

aries provided:
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(i) thatthey are wholly owned; or

(ii) if not wholly owned, that no other related party of

the Company has any interest in that subsidiary).

The Audit Committee also performs other duties im-
posed by applicable laws and regulations of the regulat-
ed market or markets on which the Company’s shares
are listed, as well as any other duties entrusted to it. The
Audit Committee reports periodically to the Board on its
activities. For the avoidance of doubt, the Audit Commit-
tee has an internal function only. No other than men-
tioned above decision-making powers or powers of rep-
resentation were delegated to the Audit Committee. The
Chairman of the Audit Committee must be independent
from the Company. The Committees' Rules of Procedure

do not provide for a fixed membership term.

Audit Committee

as at 31 December 2022:

Mr Thilo Schmid

Chairman

Mr Thomas Zinnocker

Nomination and Compensation Committee — The pur-
pose of the Nomination and Compensation Committee is
to review the remuneration policy, make proposals as to
the remuneration of the Senior Management, and advise
on any benefit or incentive schemes. It further assists the
Board with respect to matters relating to the nomination
of candidates for the Board and the Committees. The
Nomination and Compensation Committee decides on
the qualification of potential candidates and recommends
candidates to the Board for election as Directors by the
General Meeting, as required. The Nomination and Com-

pensation Committee shall furthermore assist with the
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preparation of any remuneration report of the Company,
to the extent such a report is legally required. For the
avoidance of doubt, the Nomination and Compensation
Committee has an internal function only. No decision-
making powers or powers of representation have been
delegated to the Nomination and Compensation Commit-
tee. The Committees' Rules of Procedure do not provide

for a fixed membership term.

Nomination and Compensation
Committee

as at 31 December 2022:

Prof. Dr. A. Stefan Kirsten

Chairman

Mr Thomas Zinnoécker

Investment and Financing Committee — The purpose of
the Investment and Financing Committee is to consider
potential investments by the Company, including analys-
ing and reviewing the details of investments and the pur-
chase or sale of land, or rights equivalent to title rights in
real estate and the general guidelines and policies for im-
plementing the financial strategy, including the manage-
ment of foreign exchange, interest rate, liquidity and other
financial risks and the management of credit risk. The In-
vestment and Financing Committee shall also consider
any encumbrance over any assets and shall assist with
the arranging and the raising of external financing by any
member of the Group and with the granting of securities,
guarantees and indemnities. The Board has delegated
certain limited decision-making powers to the Investment

and Financing Committee.



Investment and Financing Committee

as at 31 December 2022:

Mr Thomas Zinnocker

Chairman

Mr Thilo Schmid

Ad Hoc Committee — The purpose of the Ad Hoc Commit-
tee is to resolve on the disclosure of information by the
Company to meet its obligations under the Market Abuse
Regulation. The Ad Hoc Committee shall, sometimes at
short notice, review, identify and resolve if information is
to be considered inside information and if it should be
subject to disclosure or whether the prerequisites for a
delay in the disclosure of such inside information are ap-
plicable. It is a key requirement of the Ad Hoc Committee
that its members be available at short notice. Decision-
making powers and power of representation in respect of
the disclosure of information by the Company to meet its
obligations under the Market Abuse Regulation have
been delegated by the Board to the Ad Hoc Committee.
The Committees' Rules of Procedure do not provide for a

fixed membership term.

1 | TO OUR STAKEHOLDERS
Corporate Governance Report

Ad Hoc Committee

as at 31 December 2022:
Mr Thierry Beaudemoulin
Chairman

Mr Sven-Christian Frank
CLO

Mr Florian Sitta

General Counsel

Former committee

The Steering Committee

The steering committee was a temporary committee,
whose purpose was to support the special audit of the
Company conducted by KPMG. Following the close of the
KPMG special audit, the steering committee was dis-
solved with effect as of 22 April 2022.

The performance of the Board of Directors

The Company is not legally obliged to comply with a
German Corporate Governance Code, but the activities
of the Board comply with in key — but not all — respects
(see table below). The members of the Board all have the
professional skills and qualifications to properly and ex-
pertly perform their respective function. With the excep-
tion of the CEO, all members of the Board are consid-

ered independent.
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Unlike the German two-tier supervisory board/management board structure, Adler Group S.A. consists of an one-tiered
Board structure. Accordingly, any reference to a supervisory board below, insofar as it refers to Adler Group S.A,,
should be understood as a reference to the Board of Adler Group S.A. Similarly, Adler Group S.A. does not have a man-
agement board but a Senior Management, consisting of the CEO (who has been appointed as a Daily Manager (délégué
a la gestion journaliere) under Luxembourg law), the CFO and CLO/CCO. Accordingly, any reference below to a man-
agement board, insofar as it relates to Adler Group S.A., should be understood as a reference to the Senior Manage-
ment of Adler Group S.A.

In accordance with
the German Corporate
Assessment criteria Governance Code

Ability, diversity and organisation
Overall, the members of the Supervisory Board have the knowledge, skills and professional experience .
required to properly perform their duties.

Diligence .
Each Supervisory Board member has sufficient time available to perform his or her duties.

Members of the Management Board of a listed company shall not hold more than a total of two (GCGC)/five .
(investors) supervisory board mandates in non-Group listed companies or comparable functions.

Independence
The Supervisory Board shall include what it considers to be an appropriate number of independent members
from the group of shareholder representatives, thereby taking into account the shareholder structure. .

A Supervisory Board member is considered independent if they are independent from the company and its

Management Board, and independent from any controlling shareholder.

A Supervisory Board member is considered independent if they have no personal or business relationship H
with the company that may cause a substantial — and not merely temporary — conflict of interest.

A Supervisory Board member is considered independent if they do not act as a representative of .
a major shareholder.

A Supervisory Board member is considered independent if the company for which the member works does not
supply goods and services worth more than 10,000 euros to the company for which the Supervisory Board .
member worksy.

A Supervisory Board member is considered independent if the company for which the Supervisory Board .
member works has no material business relationship with Adler Group S.A. (material = more than 1% of revenue).

A Supervisory Board member is considered independent if they have not been a member of the Supervisory .
Board for more than twelve years.

The independent proportion of shareholder representatives is > 50%, i.e., there is no personal or business .
relationship with the company that may cause a substantial — and not merely temporary — conflict of interest.

B criterion fulfilled [] Criterion not fulfilled
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In accordance with
the German Corporate
Assessment criteria Governance Code

Conflicts of interest

The Supervisory Board members are obliged to act in the best interests of the company. In all their decisions, .
they must neither pursue personal interests nor exploit for themselves business opportunities to which the

company is entitled.

Each Supervisory Board member shall inform the Chair of the Supervisory Board of any conflicts of interest .
without undue delay.

Each Management Board member shall disclose conflicts of interest to the Chair of the Supervisor Board and

to the Chair or Spokesperson of the Management Board without undue delay and shall inform the other mem- .
bers of the Management Board.

Management Board members shall only assume sideline activities, especially Supervisory Board mandates .
outside the company, with the approval of the Supervisory Board.

Supervisory Board members shall not be members of governing bodies of, or exercise advisory

functions at, significant competitors of the company, and shall not hold any personal relationships .
with a significant competitor.

Committees

The Supervisory Board shall establish an Audit Committee that addresses the review of the .
accounting, the monitoring of the accounting process, the effectiveness of the internal control system, the

risk management system, the internal audit system, the audit of the financial statements, and compliance.

The Chair of the Audit Committee shall have specific knowledge and experience in applying accounting

principles and internal control procedures, shall be familiar with audits, and shall be independent. .
The Chair of the Supervisory Board shall not chair the Audit Committee.

The Chair of the Supervisory Board and the Chair of the Audit Committee shall be independent

from the company. The Supervisory Board shall form a Nomination Committee, composed exclusively

of shareholder representatives, which names suitable candidates to the Supervisory Board for its .
proposals to the General Meeting.

. Criterion fulfilled D Criterion not fulfilled

The independence of the Board of Directors in 2022

In accordance with
German Corporate Gov-
Member ernance Code Criteria
Mr Thierry Beaudemoulin m
Senior Management

Mr Thomas Zinndcker

[ |
Mr Thilo Schmid ||

|:| Not Independent . Independent
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Senior Management and Daily Manager

The Senior Management of the Company is integral to the

management of the Company and its subsidiaries.

Currently the Senior Management of the Company con-
sists of one Director, Mr Thierry Beaudemoulin who is ap-
pointed as CEO, as well as Mr Thomas Echelmeyer who is
appointed as CFO and Mr Sven-Christian Frank who is
appointed as CLO.

In accordance with article 8 of the Company Articles and
in addition to being part of the Senior Management, Mr
Beaudemoulin has been appointed by the Board as daily
manager of Adler Group (délégué a la gestion journaliére)
and is thus responsible for the day-to-day management of
the Company (Daily Manager). Mr Thomas Echelmeyer
and Mr Frank have not been appointed as Daily Managers
but have been granted certain specific delegations by the
Board with respect to daily management and the possibil-

ity to act as a proxyholder for the Company.

Changes in the Senior and Daily Management

During the year 2022 there were changes to the composi-
tion of the Senior Management. Mr Maximilian Rienecker
resigned from his position as co-chief executive officer of
the Company and Dr. Bernd Schade resigned from his po-

sition as chief development officer of the Company.

Composition of the Senior Management

as at 31 December 2022:
Mr Thierry Beaudemoulin
CEO and Daily Manager
Mr Thomas Echelmeyer
CFO

Mr Sven-Christian Frank

CLO
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General meetings

The General Meetings are held at the Company's regis-
tered office in Luxembourg or any other place in Luxem-
bourg as may be specified in the respective convening no-

tice of the meeting.

The Company shall ensure equal treatment of all share-
holders so that they are in the same position with regard to
participating in and exercising voting rights at the General
Meeting. Any duly constituted General Meeting shall repre-
sent all the shareholders of the Company. It shall have the
widest powers to order, implement or ratify all acts con-
nected with the Company's operations that are not con-

ferred on the Board.

General Meetings (other than the annual General Meeting
of the shareholders) may be called as often as the interests
of the Company require. The Board is obliged to call a Gen-
eral Meeting of the shareholders when a group of share-
holders representing at least one-tenth of the issued and
outstanding shares requests the convening of a General
Meeting of the shareholders in writing, indicating the agen-

da of the proposed meeting.

In accordance with the Luxembourg Law of 24 May 2011 (the
“Luxembourg Shareholder Rights Law”), the convening no-
tice to a General Meeting is to be published at least thirty
days before the day of the meeting in the official gazette of
Luxembourg (Recueil Electronique des Sociétés et Associa-
tions), and a Luxembourg newspaper as well as in media
which may reasonably be relied upon for the effective dis-
semination of information to the public throughout the Euro-
pean Economic Area, and which is accessible rapidly and on
a non-discriminatory basis. If a General Meeting of the
shareholders is adjourned for lack of quorum, provided that
the convening requirements of the Luxembourg Sharehold-
er Rights Law have been complied with and no new item has
been added to the agenda, the 30-day period is reduced to
a 17-day period. A convening notice must, inter alia, contain
the precise date and location of the General Meeting and
the proposed agenda. It must also set out the conditions for

attendance and representation at the meeting.



The convening notice and the documents required to be
submitted to the shareholders in connection with a Gener-
al Meeting shall be posted on the Company's website from
the date of the first publication of the General Meeting con-

vening notice, as set out above.

In accordance with the Luxembourg Shareholder Rights
Law, shareholders who hold, individually or collectively, at
least 5% of the issued share capital of the Company (a)
have the right to put items on the agenda of the General
Meeting of the shareholders and (b) have the right to place
draft resolutions for items included or to be included on the
agenda of the General Meeting of the shareholders. Those
rights shall be exercised through requests in writing by the
relevant shareholders submitted to the Company by postal
services or electronic means. The request must be accom-
panied by a justification or a draft resolution to be adopted
in the General Meeting of the shareholders and shall in-
clude the electronic or mailing address at which the Com-
pany can acknowledge receipt of the request. Any such
request from shareholders must be received by the Com-
pany no later than on the 22nd day prior to the date of the

General Meeting of the shareholders.

Under normal circumstances, each shareholder is entitled
to attend the General Meeting, in person or by proxy, and
to exercise voting rights in accordance with the Company
Articles. Each share (excluding any shares held by the
Company) shall entitle the holder to one vote at all General

Meetings subject to the provisions of applicable law.

Conflicts of interest and related parties
transactions

Any Director having a direct or indirect financial interest
conflicting with that of the Company (intérét de nature
patrimoniale opposé a celui de la societe) in a transaction
which has to be considered by the Board, must advise the
Board thereof and cause a record of their statement to be
included in the minutes of the meeting of the Board. The
Director may not take part in the deliberations related to,

and shall not vote on, such transaction.
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At the next subsequent General Meeting, before any oth-
er resolution is put to vote, a special report shall be made
on any transactions in which any of the Directors may

have had an interest conflicting with that of the Company.

Where, because of conflicts of interest, the quorum or
majority requirements for a vote on an agenda item are
not met, the Board may decide to refer the decision on
the agenda item in question to the General Meeting for

decision.

These provisions shall not apply where the decisions of
the Board concern ordinary business entered into under

normal conditions.

These provisions shall apply by analogy to any Daily Man-
agers. In case there is only one sole Daily Manager and
that Daily Manager is faced with a conflict of interest as
described in this Article, the relevant decision shall be re-

ferred to the Board.

Any material transaction between the Company and a re-
lated party shall be subject to the prior approval of the
Board and the Company shall publicly announce material
transactions with related parties on its website latest at
the time of conclusion of the transaction. For the purpos-

es of the preceding sentence:

“material transaction” shall mean any transaction be-
tween the Company and a related party whose publi-
cation or disclosure would be likely to have a signifi-
cantimpact on the economic decisions of shareholders
of the Company and which could create a risk for the
Company and its shareholders who are not related
parties, including minority shareholders. The nature of
the transaction and the position of the related party

shall be taken into consideration;

“related party” has the same meaning as in the inter-
national accounting standards adopted in accordance
with Regulation (EC) No 1606/2002 of the European
Parliament and of the Council of 19 July 2002 on the

application of international accounting standards.
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Issuance & buy-backs of shares

The Company has issued shares, registered with a single
settlement organisation in Luxembourg, LuxCSD, and has
authorised capital which is set at one million euros
(EUR 1,000,000). The General Meeting of shareholders or
the Board may from time to time issue shares in accord-
ance with Chapter I, Section 1 of the Luxembourg Law of 6
April 2013 on dematerialised securities. Pursuant to the
Company Articles, authorisation is also given to the Board
(or delegates duly appointed by the Board) to issue shares
from time to time within the limits of the authorised capital
at such times and on such terms and conditions, including
the issue price, as the Board or its delegates may in its or
their discretion resolve. The Board is furthermore author-
ised to suppress, limit or waive any pre-emptive subscrip-
tion rights of shareholders to the extent it deems advisable

for any issues of shares within the authorised capital.

The Company does not currently hold any of its own
shares, nor does a third party hold any of the Company’s
shares on behalf of the Company. Without prejudice to
the Market Abuse Law and the principle of equal treat-
ment of shareholders, the Company and its subsidiaries,
as referred to in Article 430-23 (1) of the Luxembourg
Companies Law, may, directly or through a person acting
in its own name but on the Company's behalf, acquire its
own shares subject to an authorisation given by the Gen-
eral Meeting in accordance with the provisions of Article
430-15 (the “Buy-Back Authorisation”).

A Buy-Back Authorisation has been granted by the General
Meeting in 2020. Pursuant to this Buy-Back Authorisation,
the General Meeting has granted all powers to the Board,
with option to delegate, to buy-back, either directly or
through a subsidiary of the Company, shares of the Compa-
ny for a period of 5 years following the date of the 29 Sep-
tember 2020 General Meeting. The aggregate amount of
the shares of the Company, which may be acquired pursu-
ant to the Buy-Back Authorisation, may not exceed 10% of
the aggregate amount of the issued share capital of the

Company at the date of exercise of the authorisation.
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Compliance

Good corporate governance is an essential basis for ensur-
ing that legal regulations are observed in the company and
that the company remains transparent for its owners or oth-
er stakeholders. However, it only leads to the desired result
if managers and employees behave in accordance with the
rules. Ensuring this is the task of compliance management

of Adler Group.

Compliance management

The Company attaches great importance to a compliance
culture that is practised throughout the group and is
convinced that a business policy which is consistently
guided by laws and reasonable rules serves the long-term
interests of the Company. Compliance with these rules is
therefore a top priority: towards third parties in order to be
a reliable partner, and towards employees in order to cre-
ate a working environment characterised by integrity, re-

spect and fairness.

In this context, the culture is decisively shaped by the "tone
from the top", the behaviour of the Adler Group's manage-
ment at all levels, their integrity and responsible behaviour.
After all, the compliance climate prevailing in the company
depends on the role model of the superiors. Adler Group

has successfully implemented this to date.

Adler Group has installed a comprehensive compliance
management system (CMS) in order to cope with the asso-
ciated challenges. The Group's key compliance topics in-
clude anti-corruption, supplier management and data pro-
tection. They all are essential prerequisites for good
corporate governance. Adler Group's CMS is based on
valid standards and is constantly being further developed.
A certification in accordance with a recognised standard is

intended.

In order to prevent bribery and corruption, the Senior Man-
agement and the managing directors of the group compa-
nies are keen to promote fair and respectful interaction

among employees across all hierarchical levels. This is



supported by the belief that employees who feel heard and
respected are less inclined to take improper advantage for
themselves at the expense of the Company or to damage

the Company through illegal or non-compliant behaviour.

Compliance organisation

One of the central pillars of the compliance management
system is the compliance organisation, which helps to en-
sure that the Company is compliant at all times, both in its
capacity as a listed company and in its operations, project
development and portfolio management. The compliance
organisation consists of the Chief Compliance Officer (a
position held by the Chief Legal Officer of the Company),
the Head of Compliance & Risk Management, a Senior
Compliance Manager and various compliance, risk and

data protection managers.

The compliance organisation is a central function, embed-
ded in the Group-wide Compliance & Risk Management.
The organisation also includes managers who are a role
model and first point of contact to their employees for any
questions or suggestions on the topic of compliance. They
constitute the interface between the relevant departments
and the Compliance department while also ensuring that
the Compliance department’s “messages” are disseminat-
ed within the company. The compliance organisation there-

fore has decentralised structures as well as a central one.

Collaboration with other departments - for example Legal
- is close when required. Furthermore, the Adler Group is
advised by external service providers on specific compli-
ance issues. They provide assistance with the creation of
documents and guidelines and serve as a sparring partner
in discussions of relevant compliance matters. Ad hoc and
routine audits are performed by an external service provid-
er as necessary. The reporting and escalation channel for
compliance issues leads firstly to the Chief Compliance Of-
ficer and, depending on the issue, to Senior Management

and/or the Board of Directors.
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Whistleblower system

The whistleblower system of the Adler Group has various
communication channels: employees can contact the Com-
pliance department using a dedicated postal box. A form is
available for contact by post. The electronic whistleblower
system and the external ombudsman of the Adler Group
provide further channels for reporting and guarantee ano-

nymity at any time.

Compliance risks

A functioning compliance management system is incon-
ceivable without a thorough and regular analysis of com-
pliance risks. In the course of the integration of the Adler
Group, a comprehensive risk assessment was carried out
to identify the compliance risks in the extremely different
fields of activity of the Adler Group and to evaluate them
accordingly on both a gross and net basis. The relevance
of the risks is regularly reviewed together with the risk
owners and adjustments are made if necessary. To mini-
mise risks as far as possible, risk management measures
were then determined in cooperation with the risk own-
ers. The implementation of the measures is reviewed in
regular audits by Internal Audit. Information is passed on
to the Adler Group’s management in the form of the regu-
lar risk reports or, if necessary, ad-hoc reports. These re-
ports are first supplied to the Senior Management and

then passed on to the Board of Directors.

Compliance system in practice

New employees are informed about the Code of Conduct
of the Adler Group and the pertinent guidelines on relevant
issues during onboarding. All information is available on
the intranet as well and employees are educated via inter-
active online learning and classroom trainings. The Compli-
ance department also has a dedicated postal box for any
compliance issues. Being reachable and accessible is al-

ways a top priority for the Compliance department.

In the course of 2022, there were several and various indi-

cations of compliance violations in the Group for which
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measures have been taken. The system thus repeatedly
proved its efficiency, and at the same time major damage

to the Company was averted.

Compliance regulations

Adler Group makes codes, policies and guidelines availa-
ble to employees in written form and also publishes them
on the publicly accessible website. This documentation
provides clarity on the Company's views and ideas of good
corporate governance. The documents are regularly re-
viewed to ensure that they are up to date. Key documents

including topic-related reports are:

. Code of Conduct

. The Articles of Association of the Company

. Anti-Discrimination Policy

. Anti-Corruption Policy

. Data Protection Policy

. Money Laundering Prevention Policy

. Human Rights Policy

. Policy on Political and Social Engagement

. Guideline on the environment

. Whistleblowing Policy

. Risk Management Manual

. Explanation of ESG Risk Assessment

. General Terms and Conditions (GTC)

. General Terms and Conditions for Construction
(AGB Bau)

. General Contractual Provisions for Contracts for
Architectural and Engineering Services

. Remuneration Policy for the Board of Directors and
Senior Management

. Vision, mission, values

Data protection

Data protection and data security are key components of
the compliance culture of the Adler Group. In an increas-
ingly digitalised environment, extensive and precise rules
provide a framework for safe working in terms of data pro-
tection. As a real estate company, the Adler Group mainly

collects and stores data on prospective and existing ten-
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ants for which it uses a special software. The Adler Group
also stores data on job applicants and employees in con-
junction with the initiation and completion of the hiring pro-
cess. In addition, it stores personal data on capital market
participants who wish to be informed by the Adler Group

about major business events.

The legal requirements - such as the provisions of the Gen-
eral Data Protection Regulation (GDPR) - are of course
complied with throughout the Adler Group. Adler Group's
data protection organisation includes both its own employ-
ees and external data protection officers. Current data pro-
tection issues are recorded and dealt with in regular meet-
ings between the parties involved. In addition, there is an
exchange with the specialist departments concerned in
this context. The Board and Senior Management of Adler
Group is regularly informed about ongoing processes and
developments. The designated data protection officer
evaluates planned protective measures and proposes

changes where necessary.

The Company has formulated a data protection guideline
that applies to the entire group with all locations. The
guideline specifies objectives, principles, organisational
structures and levels of responsibility for data protection
within the company. To supplement the policy, Adler Group
provides additional guidelines on, for example, the rights of
data subjects, the private use of hardware and software or

the handling of data and IT systems.

The Adler Group also provides its employees with a data
protection card. This card contains everything they need to
know about data protection in condensed form. In addition
to practical definitions for data protection and personal
data, it also lists basic rules and employees’ key duties in
conjunction with data protection. Finally, the information
also includes points of contact for employees’ questions
and channels for anonymous whistleblowing. When em-
ployment contracts are signed, employees must agree to

comply with the provisions of the GDPR.



IT security

Data protection cannot be guaranteed without efficient
and secure information technology (IT). At the Adler
Group, this is based on a uniform organisation throughout
the Group. This includes information collection and data
analysis as well as the protection of networks and com-
puter systems against unauthorised access ("cyber secu-
rity"). In the course of harmonising the organisational
structures in the Group, numerous work processes in the
operational business were digitised at the same time.
These changes and modernisations were initiated in 2020

and completed in 2022.

The distribution of the corresponding management and
control instances from one to several levels brought about
a significant improvement in IT security. Under the new
cyber security programme, the Board of Directors as-
sumes responsibility for protecting the systems. The man-
agement level below the Board of Directors was expand-
ed to include the Cyber Security Officer (CSO) as the
central coordinator. Two departments with specialised
tasks work under the CSO: for intensive monitoring and
for the further development of IT security. As before, the
systems in operational use are also subjected to external
performance tests ("penetration tests") and audits. In ad-
dition, there is the external review of further develop-
ments with regard to their security characteristics. The
Board of Directors of the Company is informed about cy-

ber security issues at regular intervals.

There were also attacks on the Adler Group's IT systems
in 2022. However, no data was read or other damage

was caused.

Risk management and monitoring of the
Company's financial reporting

The Company believes that integrated risk management
("IRM") is an essential component of efficient business
management activities and internal control systems. The
Company seeks to preserve the Company's assets and

proactively advance the Company's strategic and compli-
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ance objectives through effective integrated risk man-

agement and financial governance.

The Board of Directors periodically discusses the opera-
tional and financial results and the associated risks. A de-
scription of the risk management system, the monitoring
of financial reporting and the significant individual risks
can be found in the Opportunities and Risk Report of this
Integrated Report.

Audit

On 17 May 2022, KPMG Luxembourg société coopérative
(hereafter referred to as the “KPMG”) informed the Com-
pany that KPMG is not available to audit the stand-alone
and consolidated financial statements for the financial

year ending 31 December 2022.

On 29 June 2022, the Company announced the launch of
a tender process for the mandate of approved statutory
auditor (réviseur d'entreprises agréé) to audit its stand-
alone and consolidated financial statements for the finan-
cial year ending 31 December 2022. The deadline for the
auditors/ audit firms to express their interest in the tender
was 13 July 2022. No auditor/ audit firm expressed their

interest in the tender.

In the following months, the Company approached, dis-
cussed and offered the mandate with and to multiple in-
ternational auditing firms. As these intensive efforts did
not lead to positive results, the Company asked the Local
Court (Amtsgericht) Berlin Charlottenburg to appoint an
auditor for its German subsidiary Adler RE in November
2022. The attempt was carried out with the hope that an
appointed auditor would also conduct an audit for the

Company.

On 9 January 2023, the Local Court (Amtsgericht) Berlin
Charlottenburg appointed KPMG AG Wirtschaftspru-
fungsgesellschaft as auditor for the audit of Adler RE's
stand-alone and consolidated financial statements for the

financial year 2022.
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On 1 January 2023, KPMG AG Wirtschaftsprifungs-
gesellschaft informed the Company’s subsidiary, Adler
RE, that they would not accept the judicial appointment of
the Local Court (Amtsgericht) Berlin Charlottenburg as
auditor for the audit of Adler RE.

Since then, the members of the Board and the Senior
Management of the Company continue their best efforts

to engage an auditor/audit firm.

Diversity policy

The vast majority of the Group’s employees are employed
at the level of subsidiaries of the Company. Overall, and
throughout the Group, there is significant diversity among

employees and management.

The understanding that all people should be treated
equally and that their individuality should be respected to
the greatest possible extent is fundamental to the Com-
pany and the entire Group. We support our employees,
Directors and Senior Management equally regardless of
their gender, age, sexual orientation and identity, race,
nationality, ethnic origin, religion or world views. Within
our group and when interacting with our customers, we
benefit from a wealth of perspectives, backgrounds, ways
of thinking and approaches every day that are the result
of the social, cultural and linguistic backgrounds of our
people. Our ability to operate a successful business and
create value for our stakeholders is a direct result of the
skills and competence of our widely diverse workforce

and management.
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The idea of diversity is embedded in many publicly avail-
able guidelines concerning mission, vision and values,
human rights, anti-discrimination and a general code of
conduct. As a result, we have successfully achieved a
high level of diversity at every level of the group and with-

in all companies belonging to the Group.

Disclosures pursuant to Article 11 of the Luxembourg
Law on Takeovers of 19 May 2006

a) With reference to article 11(1) (a) of the abovementioned
Luxembourg Law on Takeovers: The Company has issued
a single category of shares. Each share entitles the holder
to one vote. For further information regarding the struc-
ture of capital, reference is made to Note 8 of the Annual

Accounts.

b) The Company Articles do not contain any restrictions
on the transfer of shares of the Company except that the
Board may impose transfer restrictions for shares that
are registered, listed, quoted, dealt in or have been
placed in certain jurisdiction in compliance with the re-

quirements applicable therein.

c) According to the notifications of major holdings re-
ceived with respect to the 2022 financial year, the follow-
ing shareholders held more than 5% of total voting rights

attached to Company shares, as at 31 December 2022:

. Vonovia SE;

. Mr Glnther Walcher (through indirect holdings in en-
tities, including Aggregate Holdings Invest S.A., a
Luxembourg public limited liability company (société
anonyme) having its registered office at 10, rue An-
toine Jans, L-1820 Luxembourg; and

. Ms. Gerda Caner, residing in Monte Carlo, Monaco

(through indirect holdings in entities).

d) No securities have been issued with special control rights.

e) The control rights of any shares issued in connection

with employee share schemes (if any) are exercised di-

rectly by the respective employees.



f) The Company Articles do not contain any restrictions

on voting rights.

g) There are no agreements with shareholders which are
known to the Company and may result in restrictions on
the transfer of securities or voting rights within the mean-

ing of Directive 2004/ 109 / EC (Transparency Directive).

h) Rules governing the appointment and replacement of

Directors:

. Given that the Company has more than one share-
holder, the Board shall be composed of at least three
Directors. The Board shall be appointed by the Gener-
al Meeting which determines the number, the duration
of the mandate and the remuneration of the Directors.

. The Directors are appointed for a term which, pursu-
ant to the Luxembourg Companies Law, may not ex-
ceed six years. They can be removed at any time with-
out justification by the General Meeting by a simple
majority vote, irrespective of the number of shares
represented at such General Meeting.

. In the event of a vacancy in the office of a Director
because of death, retirement, resignation, dismissal,
removal or otherwise, the remaining Directors may fill
such vacancy and appoint a successor to act until the
next meeting of the General Meeting at which such
appointment shall be confirmed by the General Meet-
ing or at which the General Meeting may appoint an-
other Director.

. According to the Company Articles, the Board shall
elect from among its ranks a chairman of the Board
and may also elect from among its ranks one or more

deputy chairmen.

Rules governing the amendment of the Company Articles:

. At any extraordinary General Meeting for the purpose
of amending the Company Articles or voting on resolu-
tions, the adoption of which is subject to the quorum
and majority requirements for the amendment of the
Company Articles, the quorum shall be at least one

half of all the shares issued and outstanding. If the said
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quorum is not present, a second meeting may be con-
vened at which there shall be no quorum requirement.
In order for the proposed resolutions to be adopted at
a meeting, and unless otherwise provided by law, a
two thirds (2/3) majority of the votes of the sharehold-
ers present or represented is required at any such

General Meeting without counting the abstentions.

i) Powers of the Board:

The management of the Company is incumbent on
the Board; for this, it has the most extensive powers.
Its competence extends to all legal acts which are
not, expressly by law or the Company Articles, re-
served to the General Meeting. The Board may, in
particular, purchase real estate directly or through
intervening companies, issue bonds and other debt
obligations, provide mortgages or other security, re-
duce or forgive debts and conclude settlements on
behalf of the Company.

The Company shall be bound against third parties in
all circumstances by the joint signature of any two
Directors. The Company shall also be bound against
third parties by (i) the sole or joint signature(s) of any
person or persons to whom such signatory power
shall have been delegated by the Board or, (iii) with
respect to matters of daily management, by the sole
signature of a Daily Manager.

The Board (or delegates duly appointed by the
Board) may from time to time issue shares with the
limits of the authorised capital which is currently set
at one million euros (EUR 1,000,000), at such times
and on such terms and conditions, including the is-
sue price, as the Board (or its delegates) resolves
and the Board is further authorised to arrange for a
requisite change in the Company Articles to reflect
such capital increase. The Board is authorised to
suppress, limit or waive any pre-emptive subscrip-
tion rights to the extent that it deems advisable for
any issue of shares within the authorised capital. The
Board is authorised to attribute existing shares or is-
sue new shares, to the following persons free of

charge:
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- employees or a certain category of employees
of the Company;

- employees of companies in which the Company
holds directly or indirectly at least 10% of capital
or voting rights;

- corporate officers of the Company or of any of
the companies mentioned above or certain cate-

gories of such corporate officers.

The Board is authorised to determine the conditions and
modalities of any attribution or issue of shares free of

charge (including any required minimum holding period).

. The Company may proceed to the purchase of its
own shares within the limits laid down by law.

. Interim dividends may be declared by the Board sub-
jectto observing the conditions laid down in the Lux-

embourg Companies Law.

j) There are no significant agreements to which the Com-
pany is party and which take effect, alter or terminate
upon a change of control of the Company following a

takeover bid.

k) As of the date of this report, the Company is a party to
service agreements with its current CEO, CFO and the
CLO pursuant to which the CEO, CFO and the CLO are
entitled to compensation in case of termination without
material breach and in case of a change of control which
materially affects the services or position of the CEO,
CFO and/or the CLO.
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ummary Remu-

neration

Remuneration of the Board of Directors

Compensation of the members of the board of directors
(the “Board” and each member a “Director”) is deter-
mined by the general meeting of the shareholders (the

“General Meeting”) of Adler Group S.A. (the “Company”).

On 29 September 2020 the General Meeting approved

the following gross remuneration of the Directors:

. an annual fixed remuneration in a gross amount of
EUR 150,000 for the role as the Chairman of the Board;

. an annual fixed remuneration in a gross amount of
EUR 100,000 for the role as the Deputy Chairman of
the Board;

. an annual fixed remuneration in a gross amount of EUR
75,000 for the role as a Director of the Company (exclud-
ing the Chairman and Deputy Chairman of the Board);

. an additional annual fixed remuneration in a gross
amount of EUR 25,000 for any Director who also acts
as the chairman of any Committee of the Company;

. an additional fee in a gross amount of EUR 1,500 per
attendance of a Director at any meeting of the Board
or any meeting of a Committee of the Company, of

which the Director is a member.

If a Director is not appointed for the entire duration of a
given financial year, the annual fixed remuneration shall
be paid pro rata temporis for the relevant period of ap-

pointment during the respective year.

All Directors are covered by the Company’s directors’ &
officers’ liability insurance and are entitled to reimburse-

ment of any reasonable costs incurred within the scope of

eport

their duties as Directors, upon presentation of proof of

payment of such costs.

Insofar as the Directors hold positions on the manage-
ment/supervisory boards of other group entities, they
may receive additional remuneration from the relevant

group entities.
Remuneration of the Senior Management

The remuneration of members of the senior management
(together the “Senior Management” and each a “Senior
Manager”) and the daily manager (délégué & la gestion
journaliére) (the “Daily Manager”) of the Company is de-

termined by the Board.
The Senior Management of the Company is composed of:

. Mr Thierry Beaudemoulin (director and chief execu-
tive officer (“CEO”), position held from 10 December
2019; noting that until 30 April 2022 he acted as a co-
CEO together with Mr Maximilian Rienecker;

. Mr  Thomas
(“CFO”)), position held from 1 September 2022. From 1
June 2022 until 31 August 2022 Mr Thomas Echelmey-

Echelmeyer (chief financial officer

er acted as an interim chief financial officer;
. Mr Sven-Christian Frank (chief legal officer (“CLO”)),
position held from 1 September 2020.

Mr Maximilian Rienecker (former director, co-CEO and Dai-

ly Manager) resigned with effect as of 30 April 2022.

Dr. Bernd Schade (former chief development officer
(“CDO”) resigned with effect as of 7 June 2022.
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The CEO, Mr Thierry Beaudemoulin is appointed as Daily

Manager. There are no other daily managers appointed.

The Senior Management remuneration system provides for
a fixed annual salary, a short-term incentive ("STI-Bonus")
and a long-term incentive ("LTI-Bonus"). Members of Sen-
ior Management may also receive certain fringe benefits
and are covered by the directors’ & officers’ liability insur-
ance. In addition, the Senior Management is entitled to re-
imbursement of any reasonable costs incurred within the
scope of their duties as senior executives, upon presenta-

tion of proof of payment of such costs.

Fixed annual salary

Pursuant to the respective service agreements with the
Company or its subsidiaries, the current members of
Senior Management are entitled to receive the following
gross fixed annual remuneration (pro rata temporis as

applicable):

. Mr Thierry Beaudemoulin - EUR 600,000 per annum;

. Mr Thomas Echelmeyer - EUR 600,000 per annum
(part of which is paid pursuant to a service agree-
ment with Adler Properties GmbH);

. Mr Sven-Christian Frank - EUR 500,000 per annum
(part of which is paid pursuant to a service agree-
ment with Adler Properties GmbH and Adler RE).

Pursuant to the respective service agreements with the
Company or its subsidiaries, the following former mem-
bers of Senior Management were entitled to receive the
following gross fixed annual remuneration (pro rata tem-

poris as applicable):

. Mr Maximilian Rienecker - EUR 600,000 per annum
(part of which was paid pursuant to a service agree-
ment with Adler Properties GmbH);

. Dr. Bernd Schade - EUR 400,000 (which was paid
pursuant to a service agreement with Consus Real
Estate AG).
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STI-Bonus — general framework

The STI-Bonus is an annual payment dependent on the
achievement of certain targets, which are agreed be-
tween the relevant member of Senior Management and
the Company. The Board may also decide to attribute a

discretionary bonus.

Pursuant to the respective service agreements with the
Company, the maximum STI-Bonus payable to current
members of Senior Management (pro rata temporis as ap-

plicable) is as follows:

. Mr Thierry Beaudemoulin - EUR 350,000 per annum;

. Mr Thomas Echelmeyer - EUR 350,000 per annum;

. Mr Sven-Christian Frank - EUR 300,000 per annum
(EUR 150,000 per annum until 8 June 2022).

Pursuant to the service agreement between Mr Maximilian
Rienecker and the Company, the maximum STI-Bonus
payable to Mr Maximilian Rienecker (pro rata temporis as
applicable) was EUR 350,000 per annum. As Mr Rienecker
resigned with effect on 30 April 2022 he was paid in all
outstanding remuneration in accordance with the terms of

a termination by common consent agreement.

Pursuant to the service agreement between Dr. Bernd
Schade and Consus Real Estate AG, the STI-Bonus had to
be calculated based on the base value for the respective
financial year multiplied with the respective overall target
achievement level of 50% to a maximum of 150%. The
base value for calculating the STI-Bonus was: (i) for the
first year: EUR 200,000; and (ii) for each of the next two
years: EUR 150,000 which had to be calculated for each
financial year on a pro rata temporis basis. As Dr. Schade
resigned with effect on 7 June 2022, he was paid all out-
standing remuneration in accordance with the terms of a

termination agreement.



LTI-Bonus - general framework

The following current members of Senior Management -
Mr Thierry Beaudemoulin, Mr Thomas Echelmeyer and Mr
Sven-Christian Frank - are eligible to earn an LTI-Bonus,
to be settled in shares of the Company (if the Company
can issue said shares) or in cash (if the Company cannot
issue shares) upon termination of the respective service

agreement.

Pursuant to the respective service agreements with the
Company, the maximum LTI-Bonus payable to members
of Senior Management (pro rata temporis as applicable)

is as follows:

. Mr Thierry Beaudemoulin - EUR 350,000 per annum;

. Mr Thomas Echelmeyer - EUR 350,000 per annum;

. Mr Sven-Christian Frank - EUR 200,000 per annum
(EUR 155,000 per annum until 8 June 2022).

Pursuant to the service agreement between Mr Maximilian
Rienecker and the Company, the maximum LTI-Bonus
payable to Mr Maximilian Rienecker (pro rata temporis as
applicable) was EUR 350,000 per annum. As Mr Rienecker
resigned with effect on 30 April 2022 he was paid in all
outstanding remuneration in accordance with the terms of

a termination by common consent agreement.

Pursuant to the service agreement between Dr. Bernd
Schade and Consus Real Estate AG, Dr. Schade was enti-
tled to a LTI-Bonus — a virtual participation in Consus Real
Estate AG in an amount of EUR 500,000 after a waiting
period of three years as of the date of commencement of
his service agreement and if certain conditions defined in
the service agreement were fulfilled. As Dr. Schade re-
signed with effect on 7 June 2022 he was paid all out-
standing remuneration in accordance with the terms of a

termination agreement.
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Other

Each of the service agreements between the Company
and Mr Thierry Beaudemoulin and Mr Sven-Christian
Frank, have a fixed term ending on 9 December 2023.
They may generally be terminated by either party, subject
to a notice period of 90 days. In case of a termination of
service agreements by the Company for any reason other
than for reasons for which the member of Senior Manage-
ment (Mr Thierry Beaudemoulin and Mr Sven-Christian
Frank) is responsible, the member of Senior Management
is entitled to a severance payment. The severance pay-
ment shall be in an amount equal to two annual salaries
(annual fixed salary, STI-Bonus and LTI-Bonus) and shall
not exceed the remuneration which would be due for the
remaining term of the service agreement if it was not ter-

minated prematurely.

The service agreement between the Company and Mr
Echelmeyer was concluded for an indefinite period of
time. The service agreement may generally be terminated
by either party, subject to a notice period of 12 months.
During the notice period, Mr Thomas Echelmeyer is enti-
tled to annual fixed salary, STI-Bonus and LTI-Bonus. The
service agreement may be terminated by the Company at
any time without prior notice in case of a material breach

of the duties as CFO of the Company.

All members of the Senior Management are bound by
non-compete restrictions in their service agreements for
a period of three months following termination of their

service agreement.

It was mutually agreed to terminate the service agree-
ments with Mr Maximilian Rienecker and to pay as full and
final settlement of all remuneration claims of Mr Rienecker
pursuant to the respective service agreement: STI-Bonus
for the FY 2021, LTI-Bonus for the FY 2020 and FY 2021,
and severance payment in an amount equal to two annual
salaries (annual fixed salary, STI-Bonus and LTI-Bonus)
and not exceeding the remuneration which would be due
for the remaining term of the service agreement (9 Decem-

ber 2023) if it was not terminated prematurely.

Adler Group Integrated Annual Report 2022 | Unaudited Version

53



54

1| TO OUR STAKEHOLDERS
Summary Remuneration Report

Consus Real Estate AG and Dr. Bernd Schade signed a
termination agreement whereby the parties agreed to
mutually terminate the service agreement and to pay as
full and final settlement of all remuneration claims of Dr.
Schade pursuant to his service agreement: STI-Bonus
for the FY 2021 and FY 2022 and a lump sum settlement

payment.
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Total remuneration paid to the
Senior Management

The summary remuneration report covers the remunera-
tion of Senior Management who held office during the
FY 2022.

Furthermore, this remuneration report is only in summa-
ry form. A complete remuneration report will be present-
ed to the 2023 annual General Meeting of shareholders
of the Company as required by the Luxembourg law of
24 May 2011 on the exercise of certain rights of share-

holders in listed companies (as amended).

In the FY 2022, the following total remuneration was

paid to the Senior Management:
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Thierry Maximilian Thomas Sven-Christian Dr. Bernd
in EUR Beaudemoulin Rienecker Echelmeyer Frank Schade
CEO former Co-CEO CFO CcLo former CDO
Fixed remuneration 600,000 200,000 200,000" 463,872 183,333
Fringe benefits 37,030 16,324 14,000 15,927 8,250
(car lease; health (health insurance; (health insurance; (health insurance;
insurance) car allowance) car allowance) car lease)
Total (fixed remuneration 637,030 216,324 214,000 479,799 191,583
and fringe benefits)
STI-Bonus for the FY 2021 218,750 175,000 N/A 109,500 Please see column
STI-Bonus for the FY
2022
STI-Bonus for the FY 2022 The amount will be N/A The amount will be The amount will be 116,667

determined and will
be payable only
after the close of
FY2022 and there-
fore is not reported
on herein.

determined and will
be payable only
after the close of
FY2022 and there-
fore is not reported
on herein

determined and will
be payable only
after the close of
FY2022 and there-
fore is not reported
on herein

paid pursuant to the
termination agree-
ment and relates to
the FY 2021 and FY
2022

LTI-Bonus for the FY 2021 70,000 326,000 N/A 31,000 N/A
The LTI-Bonus will (256,000 for FY The LTI-Bonus will
only be paid at ter- 2020, 70,000 for FY only be paid at ter-
mination of relevant ~ 2021) paid pursuant mination of relevant
service agreement to the termination service agreement
by common consent
agreement
LTI-Bonus for the FY 2022 The amount will be N/A The amount will be The amount will be N/A
determined only determined only determined only
after the close of after the close of after the close of
FY2022 and there- FY2022 and there- FY2022 and there-
fore is not reported fore is not reported fore is not reported
on herein on herein on herein.
Extraordinary items 156,250 1,361,260 355,987 N/A 250,000
Discretionary bonus  pursuant to the ter- pursuant to the con- pursuant to the ter-
mination by common  sultancy agreement mination agreement
consent agreement and termination of
the consultancy
agreement (with re-
spect to the services
of the interim chief
financial officer)
Total 1,082,030 2,078,584 569,987 620,299 558,250

(*) Paid by/due from the Company/ Adler Properties GmbH
(**) Paid by/due from the Company/Adler Properties GmbH/ Adler RE.
(***) Paid by/due from Consus Real Estate AG.
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Responsibility
for the Environment

Reducing energy consumption and
greenhouse gas emissions

In keeping with regulatory requirements, Adler Group
strives to reduce CO2 emissions from electricity consump-
tion and heating in the existing portfolio by 50% until
2030 (compared to 2020). At the same time, Adler Group
intends to improve further parameters that have a rele-
vant impact on the environment such as water use or

waste generation.

In order to reach this objective, the Group has already
developed a plan combining investment measures with
initiatives that are focused on structural measures and
energy systems. Structural measures predominantly
comprise energy refurbishment — for example, by insulat-
ing basements, roof and facade or replacing old windows
and doors. Purely energy-related measures include, for
example, installing new heating systems with higher effi-
ciency or replacing fossil fuels with renewable energy

sources.

As the refinancing conditions for Adler Group changed
and the portfolio had to be significantly scaled down and
as it was not certain for a long time which properties
would be retained, Adler Group’s plan to reduce energy
consumption was put on hold for the time being. Moreover,
other objectives such as securing enough liquidity were
given priority in the short term. However, the general ob-
jectives remain unchanged. New planning shall be de-
vised in 2023 based on the portfolio that is expected to

be retained in the longer term.

Adler Group Integrated Annual Report 2022 | Unaudited Version

Energy saving in the property portfolio

Adler Group has made significant progress in 2022 with re-
gard to collecting operating and consumption data from its
property portfolio. The increasing digitalisation of systems
enables much faster and more reliable collection of energy,
water and waste data. As analysis systems have also im-
proved, Adler Group will be able to increase the efficiency

in pursuing its energy and emissions objectives further.

These new capabilities also put Adler Group in a better
position with regard to energy procurement and distribu-
tion in the future. As a result, the Group wants to signifi-
cantly increase the share of regenerative and low-
emission energy in its energy mix. Tenants will benefit
from these developments in two ways: they will be able to
gather information on individual consumption patterns
faster and benefit from the fact that prices for the energy

they purchase will remain significantly more stable.

Adler Group also continued to replace heating systems in
2022 and renovated apartments as needed in the remain-
ing properties. However, the changes in absolute con-
sumption of electricity, heating energy and water or the
disposal of waste are primarily due to the downsizing of
the portfolio. The like-for-like figures, on the other hand,
show efficiency gains, which were partly driven by the
sharp increase in energy prices in 2022 as they provided

major incentives to reduce consumption.

Adler Group thus managed to make a relevant contribu-
tion to climate protection, even without the planned in-

vestments.
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Development of relevant environmental parameters in the property portfolio

Volume of waste in m®/year

Project development

The second segment of Adler Group’s business activities
is project development. In this field of activities, the Group
pursues a comprehensive approach to the sustainable
development and maintenance that extends over their
entire life cycle of the properties. Adler Group is currently
in the planning phase for projects with several thousand
residential units to be realised within the next few years. If
these new properties will be included in Adler Group’s
own portfolio, they will have a significant impact on the

key consumption ratios.

Sustainability requirements play a major role in the plan-
ning. In the development of new buildings, Adler Group
strictly adheres to sustainability criteria for both the con-
struction phase and the subsequent operation of the
buildings. These criteria go beyond energy efficiency and
the reduction of CO2 emissions to include other aspects
such as mobility, where proximity to public facilities or
public transport plays a role. Adler Group builds on dec-
ades of experience in project development and a wealth
of expertise gained in a large number of development
projects with regard to the implementation of renewable
energy systems and the use of environmentally-friendly

construction techniques and materials.

In order to document and verify the planned level of sus-
tainability, Adler Group strives to obtain sustainability cer-
tification for its new buildings and major refurbishments.

After all, such certifications are important proof of the im-

2022 2021 2020
26,202 27,469 69,722
133.88 140.87 146.82
314 319 3.23
145.20 148.63 155.47
210 215 2.28
3.89 2.44 177
251,514 365,759 363,954

plementation of sustainable measures in the real estate
industry and evidence of high-quality buildings. Adler
Group intends to rely on nationally and internationally rec-
ognised certification agencies such as DGNB, LEED or
BREEAM and aims for the respective “Gold” or “Very

Good” standards.

Adler Group has successfully completed several projects
in 2022. However, these were mainly properties that were
built for third parties. Therefore, Adler Group had to follow
customer requirements and specifications with regard to
the technical equipment of the buildings or the materials
used. As a result, these do not always coincide with Adler
Group’s own sustainability requirements, but usually

come very close.

The historic “Kornversuchsspeicher” (granary for testing
grain storage methods) was added to Adler Group’s own
portfolio, and sustainability aspects played a major role in

the refurbishment.

Kornversuchsspeicher — an example of sus-
tainability in the construction process

In Moabit, a district in the city of Berlin, Adler Group pre-
served a building from the early days of modern industrial
warehouse construction: the historic “Kornversuchsspeich-
er”. The protected architectural monument is a landmark of
the “Wasserstadt Mitte” quarter that was newly developed
by Adler Group. This, in turn, is part of the rapidly develop-

ing Europa City district north of Berlin’s central station. In
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recent years, apartments and commercial space have been
developed here in the spirit of the well-known Berlin mix,
breathing new, urban life into the wasteland of the former

Lehrter freight station in the heart of Berlin.

The granary, a six-storey red brick building with a flat ser-
vice annexe is located directly on the Berlin-Spandau
shipping canal. The square building with five floors for
storing grain and four silos with a total capacity of more
than 1,000 tonnes of grain was built in 1897/98 for the
farming cooperative “Landwirtschaftliche Hauptgenos-
senschaft”. It was the first building in Berlin of its kind,
built to carry out scientific tests on grain storage for the
supply of the rapidly growing population in Berlin around
the turn of the century. Its operators focused on bulk stor-
age between board walls instead of using shallow beds,
which optimised storage and also allowed the storage of
smaller quantities. The interior design of the building is
centred around a reinforced concrete skeleton structure
that was probably installed during the reconstruction
phase in1915. The expansion at the time also included the
installation of a bucket elevator, which allowed the opera-

tors to move the bulk material vertically upwards.

The conversion of the granary, which had been empty for
years, started in 2019. The upper floors were planned for
offices, the ground floor for meeting areas and the roof
was to be converted into a restaurant. And one thing was
for certain right from the start: refurbishment and renewal
were to be realised with an eye on the highest possible
level of sustainability. Three years later, the previously ne-
glected building has become a veritable gem, combining
traditional brick architecture with modern elements, turn-
ing it into an extraordinary eye-catcher for the entire

neighbourhood.

The conservation of resources was always a priority dur-
ing the conversion. As much as possible was preserved
and recycled, and as little as possible was replaced by
new material. Sustainable or natural building materials
were given preference over synthetic materials. Wherever
possible, no plaster or paint was used to minimise the use

of material. And the technical appliances were installed in
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such a way that they are easily accessible in case of repair

work. In detail, the achievements were:

. Bricks that had broken off elsewhere were cleaned
and used to restore the damaged facade of the build-
ing. Demolition material and cobblestones found in
the surrounding grounds were reused inside.

. Parts of the original windows were used where pos-
sible.

. Only silicate boards or mineral wool were used for
thermal insulation.

. Old supports in the structure were maintained and
stabilised or reinforced where necessary.

. No additional plaster was applied when the interior
walls were restored, and no paint was applied to new
concrete walls, columns, stairs, roof and ceilings.

. The floors are made of durable and easy-to-clean in-
dustrial concrete and oiled oak floorboards that were
nailed and not glued, which makes them easy to sep-
arate for recycling after use. For the restoration of
the exterior a recycling material was chosen which is
made out of wood, synthetic material and additives
and is equivalent to domestic softwoods in terms of
its eco balance.

. Ceilings were not suspended, neither were they
plastered or painted.

. Steel parts of the revitalised granary were brushed
and then protected against corrosion using linseed
oil based paint.

. Most installations were laid on top of the walls. This
makes its easier to exchange or repair parts.

. The old trees on the adjacent strip on the bank of the
canal were preserved. In addition, nesting boxes for
birds were put up on the building.

. The building is heated via district heating.

All of these individual measures together make the 19th
century granary an interesting building from a sustainabil-
ity point of view. In the first place, refurbishing existing
structures always has a better eco balance than demoli-
tion and new construction. And if such conversion, in all
its many small elements, is carried out with an eye on sus-
tainability, the eco balance is improved even further, pav-

ing the way for a sustainable future with less COz2 impact



on the environment. At the end of the day, this probably
makes the old granary more than just an example of ex-

cellent preservation of a historic monument.

Pilot projects for environmental protection

At Duisburg BeethovenstraBe, Adler Group has converted
the lighting system for the waste bin area to be exclusively
powered by solar energy generated on site. This means
the system is now powered in a completely climate-neutral
way. If the cost-benefit ratio proves to be favourable and
the environmental contribution is measurable, Adler

Group will also pursue this approach at other locations.

In Berlin, Adler Group is testing a hydrogen-fuelled fuel
cell in order to gain experience with new energy sources
and concepts in everyday facility management. The fuel
cell is used to generate heat for heating apartments and

hot water.

Sustainability within the Company's
organisation

Adler Group has set itself the goal of continuously reduc-
ing the amount of electricity, heat and fuel consumed in
its business activities. This effort extends to the office lo-
cations, the operating facilities and the vehicle fleet and
is guided by a systematic energy management system
certified in accordance with DIN ISO 50.001.

At the office locations, energy management focuses main-
ly on energy-efficient equipment and flexible room tem-
perature controls. Technical management operates Adler
Group’s own vehicle fleet and equipment and strives to
reduce specific energy consumption of the existing units.
As such, the team replaces fuel-powered equipment and
small vehicles used for facility management with electric
devices once they have stopped functioning. Where possi-
ble and useful, motorised vehicles are replaced by cargo
bikes. For cleaning purposes, only approved and ecologi-

cally safe cleaning agents are used in the facilities.

1| TO OUR STAKEHOLDERS
Responsibility for the Environment

In-house energy management measures

Analysing energy requirements to identify the main sources of
consumption and give them special attention in activities to increase
energy-efficiency

Developing KPIs for energy efficiency such as heating consumption
per square metre to enable site comparisons

Preparing location-specific action plans with energy-efficiency
activities

Appointing regional energy representatives for larger operating

facilities

- Implementing an Energy Management System (EMS) in coordina-
tion with the EMS Officer

- Informing and motivating the workforce to reduce energy con-
sumption, raising awareness

- Providing staff training on the Energy Management System

Putting up posters at the operating facilities to promote energy-con-
sciousness in day-to-day work

Fleet management focuses on reducing fuel consumption
and the corresponding greenhouse gas emissions of the
fleet, which comprised 372 vehicles at the end of 2022.
Relevant data is captured to optimise driving behaviour.
Purchasing new, more efficient vehicles — with a growing
proportion of hybrid and electric vehicles — also contrib-

utes to achieving the objectives.
Instead of driving company cars, employees are also given

the opportunity to use company bicycles or cargo bicycles

(conventional bicycles or e-bikes) at favourable conditions.

Adler Group Integrated Annual Report 2022 | Unaudited Version

59



60

1| TO OUR STAKEHOLDERS
Responsibility for Society and Social Matters

Responsibility for
Society and

Social

Tenants

In addition to a trusting relationship between tenants and
landlords, social responsibility for tenants plays an impor-
tant role for real estate companies. When companies be-
have with honesty and decency towards their customers,
they improve their social acceptance and have better
chances to be successful in the market. Adler Group tries
to live up to this. As a landlord, it is committed to the
well-being of tenants by offering affordable housing for
tenants with average or below-average income. The com-
mitment extends to the provision of a safe and healthy
living environment, the offering of good services and to

engagement in neighbourhood development.

Adler Group generates most of its revenues from rental in-
come. Tenant turnover causes high costs, which is why
Adler Group is very interested in increasing tenant reten-
tion and keeping the vacancy rate as low as possible. It in-
tends to achieve this with a high quality of service and cus-
tomer orientation. Adler Group recorded a turnover rate of
7.9% in 2022 - against 8.7% in the previous year - and con-
cluded nearly 1,800 new rental agreements in total. Some
of the residential premises are specifically rented to social-
ly disadvantaged tenants. In addition, Adler Group provid-
ed housing for refugees from Ukraine in 2022 who had left

their country because of the Russian invasion.
The Group collects feedback from its tenants on a daily ba-

sis concerning what they are satisfied with and what they

complain about. It receives this feedback via a central ser-
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atters

vice number, the regional tenant offices or in personal con-
tact with the facility managers on site. Adler Group had
planned to carry out a tenant survey in order to systemati-
cally record tenant satisfaction in 2022. However, due to
the massive changes in the portfolio, this initiative has

been postponed. It is now intended to be held in 2023.

Experience shows that availability is a crucial factor for
tenant satisfaction. In order to provide for the best possi-
ble service, Adler Group is, with the support of an external
call centre service provider, accessible 24 hours seven
days a week via the central service number. A ticketing
system makes sure that notifications of defects in a prop-
erty are forwarded directly to the manager in charge. In

addition, emergency numbers are provided.

Local communities and safety

Responsibility for an attractive living environment already
starts in the property development and construction
phases. However, rules, standards and classifications for
the use of building materials also apply to maintenance,
renovation or refurbishment measures in the Group’s ex-
isting portfolio. Adler Group thus provides the conditions
for a safe and healthy living environment in all of its prop-
erties. This is part of a whole package of measures to pro-
mote the safety of buildings and the general health and

safety of its tenants.

Obligations to ensure the safety of buildings comprise

regular maintenance, repair and renewal of all technical



installations as are used e.g., for drinking water, heating,
electrical systems or lifts. They fall under the responsibil-
ity of Adler Group as a landlord and are fully met at all
times. (EPRA H&S Asset) Both the staff from technical
property management and from facility management en-
sure proper functioning of all installations in all buildings.
In the event of defects, they arrange for the faulty equip-

ment to be repaired or replaced.

At regular scheduled intervals, all technical installations
are maintained, checked and, if necessary, replaced. Ex-
perts with the relevant know-how are employed by Adler
Group to make sure this expertise remains in house.
These experts are each responsible for one specific tech-
nology, such as lifts, drinking water hygiene, fire protec-
tion, asbestos or the management of refurbishment pro-
cesses. Each expert is trained in his or her field of
expertise and receives further training when technical or
statutory requirements change significantly. Local staff
working on site are thus able at any time to draw from the

expertise pooled at the head office.

In order to ensure that the wide range of safety require-
ments are met in all buildings and installations, Adler
Group arranges inspections of all of its properties in aver-
age intervals of about three weeks. For the first time, staff
carrying out these inspections were able to use a com-
pletely new software developed for this purpose as part
of the digitalisation initiative. With this new app, reports
can be immediately entered into the system and tracked
reducing processing times and ensuring that appropriate
action is taken. As soon as faults, malfunctions or damag-
es are reported, a ticket for a repair order is written

straight away.

Community involvement

As a project developer and property owner with many
years of experience, Adler Group is actively involved in the
development of urban neighbourhoods and urban renew-
al projects. In order to ensure successful development of
individual projects or entire urban quarters, it is of para-

mount importance to involve all stakeholder groups, such
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as tenant initiatives, interest groups, municipal institutions
or the relevant authorities that decide on the development
plans. This way, all the different interests are taken ac-
count of during the planning phase or in change process-
es. In development projects, the involvement of certain
interest groups is legally required. Adler Group tries to go
further though and endeavours to establish contact to the

various groups affected as early as possible.

If a neighbourhood management office is already estab-
lished in a certain quarter, Adler Group strives to actively
participate in their activities. This may e.g., involve the
modernisation of local playgrounds, measures to improve
park areas or the contribution to summer street festivals

or Christmas markets.

Partner in the Berlin Alliance for New Housing Construc-

tion and Affordable Housing

In addition to having its headquarters in Berlin, Adler
Group is also deeply rooted in the Berlin housing market
due to its substantial property portfolio in the German
capital. Adler Group was therefore among the first signa-
tories of the “Alliance for New Housing Construction and
Affordable Housing in Berlin” in 2022. In this programme,
private, cooperative and municipal housing companies,
business associations and welfare organisations work to-
gether with the city council to find quick solutions to pro-
vide more affordable housing in the growing city of Berlin.
With its large property portfolio in Berlin, Adler Group
feels particularly committed to supporting this initiative.
The city council intends to provide additional spaces for
housing construction and to accelerate planning and ap-
proval procedures in order to meet the objective of build-
ing at least 100,000 new apartments by the end of 2026.
The agreement also stipulates that, when concluding new
rental contracts, large private housing corporations allo-
cate 30% of their apartments to households which are en-
titled to a Wohnberechtigungsschein (a qualification for
social housing). In addition, participating corporations
agreed on a cap on rent increases of eleven percent in
three years, while the general legal limit in Germany

amounts to 15%.
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Support the socially vulnerable

Adler Group supports socially disadvantaged groups of
people in various ways. This support is not standardised,

but rather oriented at current needs and necessities.

One of these urgent needs arose from the war in Ukraine.
Adler Group donated EUR 50,000 to a Ukrainian NGO
that supports victims of the military conflict in the Ukraine.
In addition, it helped provide housing to 100 refugees
from Ukraine who had come to Berlin in an initiative joint-

ly carried out by a number of housing providers.

People in need were also considered in another campaign
initiated by Adler Group. For a while, the Group had rented
out fully furnished flats in Berlin. However, this business
model proved to be rather complicated, which is why the
Group returned to normal rental contracts without furnish-
ings. The furniture that was therefore no longer needed
was first put into temporary storage and then given free of
charge to own staff or social department stores where the

typical clientele consists of people with low incomes.

Another social project supported by Adler Group was
Gangway e.V.,, a social streetwork project for young people
and adults in Berlin, which has been funded by the Berlin
Senate and district authorities and supported by donations
since 1990. Adler Group arranged one- and two-room flats
for young people in living situations that were not condu-
cive to their personal and occupational development. The
aim is to enable them to begin with and successfully com-

plete vocational training or a university degree.

Promote biodiversity

In cooperation with the German Nature and Biodiversity
Conservation Union (NABU), Adler Group planted wild
shrubs in its housing complex in Berlin Spandau. In par-
ticular, robust native species were selected that can cope
better with higher temperatures and lower amounts of
water and also serve as food source for many native in-
sects, thus helping to increase biodiversity in urban areas

and provide new homes for insects, songbirds and other
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small animals. At the same time, such green spaces re-
quire less maintenance, as the shrubs were planted on a
former lawn area and need no pruning. The campaign was
carried out along the Sustainability Days launched by the
German Council for Sustainable Development on the oc-
casion of the Earth Summit (United Nations Conference

on Sustainable Development) in 2012.

Furthermore, Adler Group set up a beehive in Wasser-
stadt Mitte that is looked after by professional beekeep-
ers as part of a pilot project. This is another step towards
increasing urban biodiversity. Interested employees of
Adler Group and the children of the local pre-school were
offered workshops to learn more about the function and
importance of bees in an urban habitat. As the hive yield-
ed more honey than originally expected, all pre-school

children were happy to receive a small jar.

Adler Group intends to implement similar measures at

other projects in the future.

Employees

Workforce

2022 was a year of transition for Adler Group. In view of
the extensive disposals and the announcement that fur-
ther properties from the remaining portfolio and the ma-
jority of development projects may be sold, Adler Group’s
headcount has decreased significantly. While some of the
employees were taken over by the buyers, some have
also been made redundant due to internal restructuring
and others have decided to leave the company of their
own accord. Employee turnover (EPRA Emp-turnover) was

therefore particularly high in 2022.

Nontheless, Adler Group had no major difficulties in fill-
ing any vacant positions to maintain operational process-
es. This applies to both the management level and all

other areas.

As at 31 December 2021, Adler Group employed 1,277
people. In the course of 2022, 472 employees left the



company for new employers, mainly due to the portfolio
disposals and the associated transfer of operations. A fur-
ther 229 employees left voluntarily or due to structural
consolidation measures. On the other hand, 155 new em-
ployment contracts were concluded in the year under re-
view, which meant that the workforce as at 31 December

2022 amounted to 731 people (y-o-y reduction of 546).

Headcount

31 December 2021 1,277
Reduction due to portiolio disposals 2
Reduction due to restructuring or termination 229
Additions 155
31 December 2022 731
e thereof Wom en ........................................................................... 3 31 .
e thereofmen4oo

HR work at Adler Group was mainly characterised by the

following objectives in 2022:

. Further enhance the attractiveness of Adler Group
as an employer;

. Continue the diversity campaign launched in the
year before;

. Expand personnel development opportunities and
offers;

. Improve communication between management and
employees; and thus

. Increase overall employee satisfaction with their
work environment in terms of both monetary and

non-monetary aspects.

Employee satisfaction

In the second half of 2022, the HR department of Adler
Group carried out a survey among its employees, the
structure and content of which were largely in line with
the previous year’s survey. One of the objectives of this
survey was to find out whether the changes introduced
since the last survey had borne fruit. The first positive re-
sult: participation reached 66%, which was considerably
higher than the previous year’s 55%. On an equally posi-

tive note, general satisfaction with working for Adler
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Group and the motivation to work for the company have
also increased compared to the previous year. Employee
statements on loyalty to Adler Group as an employer or
on recommending the company as an employer also re-
mained high, albeit slightly lower than in the previous
year. Nevertheless, in light of the adversities which Adler

Group had to face, these were surprisingly good results.

While the survey substantiated a positive trend over time,
the service provider commissioned with the survey added
another surprising statement. As it turned out, Adler
Group outperformed not only its peers but also the aver-
age of the entire German working population with respect
to all criteria in the survey. The comparative data was col-
lected by functionHR GmbH, a Munich-based analysis

house that covers a wide range of HR matters.

In addition, the survey provided important information on
how to further improve the commitment and the motivation
of the employees. Many employees rated highly that they
were able to help shape corporate processes by collecting
ideas, suggestions and proposals in order to further devel-
op Adler Group’s corporate culture, initiate change and
support sustainable growth. The results of the survey sug-
gest that Adler Group has even become more attractive as
an employer, despite all adversities on the financial market.
This is further substantiated by the fact that Adler Group

received a large number of new job applications in 2022.

One of the key objectives of HR work was thus achieved
in 2022.

Improve transparency

The positive outcome of the 2022 employee survey is ap-
parently related to the fact that the right lessons were
learnt from the results of last year’s survey. It had revealed
that the employees mainly wanted more transparency. In
response to this finding, Adler Group began communicat-
ing much more intensively in 2022. In so-called “fireside
chats”, senior management, managers and employees
provided comprehensive information about current devel-

opments for the Adler Group. On these occasions, every-
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body was given the opportunity to talk about anything of
concern: the portrayal of Adler Group in the media, the
aspect of job safety, the consequences of the portfolio
adjustments, or the larger and smaller everyday concerns
that differ from location to location. These talks were held
at all major locations — in Berlin, Duesseldorf, Dresden,

Frankfurt/Main and Hamburg.

In addition to these face-to-face discussions, virtual meet-
ings for all employees were held (the so-called Townhall
meetings) as well as summer parties and Christmas events,
where employees again had the opportunity to exchange
thoughts and ideas. Last but not least the frequency of
communication was increased via internal communication
channels, with the result that employees felt better in-
formed. In the year under review, 125 occasions arose for

internal communication, more than two per week.

The communication initiative promoted mutual understand-
ing of the current situation for managers and staff alike. The
opportunities to talk openly with one another meant there
was no reason for conjecture, suspicion, rumours or even
resentment. There was simply no basis for this. On the other

hand, mutual understanding and respect improved.

The appraisal talks held at least annually to measure em-
ployee performance and discuss individual development
needs were also used to increase transparency. Giving
and receiving feedback played an essential role in build-
ing additional and sustainable trust. In spring 2023, the
appraisal talk process will be digitalised — a further meas-

ure to promote flexible and agile working relationships.

Salaries and benefits

Higher salaries and improved fringe benefits take social

aspects into account.

All parties concerned agree that job satisfaction is not
achieved with monetary benefits alone. Nevertheless,
salary increases or bonus payments make employees un-
derstand that their commitment and performance are rec-

ognised and appreciated. For this reason, Adler Group
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increased salaries in 2022 based on social considerations
and introduced a whole range of additional benefits, both

monetary and non-monetary.

The increase in gross monthly salaries starting from July
2022 ranged from three percent for higher salary groups
to seven percent for employees with lower salaries thus
balancing out some of the social and financial challenges
which had arisen with the strong increase in the cost of
living. At the same time, this approach reduced the spread
of salaries to a certain degree. Most employees welcomed

this decision.

In Adler Group’s effort to provide particular support to
those who need it most, the company has granted a num-
ber of additional benefits in the year under review, some
of which were monetary in nature. As these are fixed in
absolute amounts, they also result in a higher percentage

benefit for lower salaries.

Employee benefits in detail

. Compensation of travel expenses (including private)
up to EUR 90 per month per employee;

. 15% subsidy to employee savings in the company
pension scheme;

. Payment of the monthly membership fee exceeding
EUR 20 for participation in the corporate fitness pro-
gramme involving access to more than 5,000 gyms
and yoga studios, swimming pools, crossfit and boul-
der facilities throughout Germany;

. Gifts and presents on the occasion of birthdays, jubi-
lees, weddings and child birth;

. Free fruit and beverages at all locations;

. 30 days vacation for all full-time employees;

. Special conditions (in the form of vouchers or dis-
counts) with suppliers of consumer goods and ser-
vice providers;

. Volunteer time off (“Clover days”) for employees to

work in social projects at full pay.

As additional monetary benefits appear on the salary slips,
Adler Group is able to analyse the acceptance of these spe-

cial benefits. They were used by up to 60% of employees.



In line with the statutory provisions, Adler Group supports
parents-to-be among its employees and grants them pa-
rental leave. In 2022, this was taken up by 28 employees
(previous year: 50), of which 17 (previous year: 36) were
expectant mothers and 11 (previous year: 14) were expect-

ant fathers.

As a matter of principle, Adler Group strives to provide
equal pay for equal work. If a position is newly filled, a
male candidate will receive the same salary as a female
candidate. The leeway for management positions may be
greater to offer room for negotiation. Adler Group has not
set itself the specific goal of a gender-balanced work-
force, if only because it is hard to find any female appli-

cants for certain job profiles (EPRA Diversity-Emp).

Average salaries of female employees compared to the relevant reference group in percent

Total workforce (excluding managers)

Responsibility for the workforce during times of structure

change

Adler Group sold significant parts of its property portfolio
in 2022. In line with the duty of care it has for its employ-
ees, it made sure that the acquirer would not only buy the
property but also guarantee the almost 500 jobs associat-
ed with the management of these properties. This avoid-
ed redundancies as the employment contracts were
transferred to the acquirer as well. In only very few cases
did employees decide to resign voluntarily. The remaining
employees understood the decision as it was meant to be
understood: while employers cannot necessarily avoid re-
structuring, they can ensure that it is not executed at the

expense of the employees.
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Average salaries of men and women still differ, but accord-
ing to Adler Group’s analysis, this is not due to discrimina-
tion. The differences are caused by other effects such as
higher average age or time of service among the male em-
ployees. The location also plays a role, as salaries vary
from region to region. The average salary of female em-
ployees at the level directly below the board (C-1) is at 98%
of the average salary of male employees. At the second
managerial level (C-2), the average is at 77%. In this salary
group, the age difference between male and female em-
ployees is particularly high. At the third managerial level
(C-3), the average is 92%. Among the employees without
any managerial responsibilities, female employees
achieved an average of 96% of the average salary of all

employees at Adler Group. (EPRA Diversity-Pay).

2022 2021

98 107
SSURURUUTURUNURRIRUURORROUNUTUROROOOo, 7779
SSRURUTURRUROURURUIRRRIRUIRURRRORUOOOR 92 ...................... nn
SRURUTURUUTORUUNUIRRRIIUIRURRRORIUOO 96 ....................... 90

Personnel development

Personnel development expanded

Part of being an attractive employer is linked to offering
employees opportunities for further training or develop-
ment based on the individual focus of their work. Adler
Group has broken new ground in 2022 in this respect,
too, and ventured to significantly expand its personnel
development offers. This comprises general qualification
and further training programmes, but also individual tal-

ent management.
Personnel development measures are generally open to

the entire workforce. In addition, targeted development

programmes that take all corporate and individual as-
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pects into account venture further and provide employ-
ees with the option of growing into any suitable position
within Adler Group. During the restructuring phase
2022/2023, these development programmes at Adler
Group also include resilience training to prepare for
changes that are related to the portfolio adjustment but
also to prepare for the increasing digitalisation. One im-
portant building block of this approach is to promote indi-
vidual internal talents to grow into specialist and manage-

rial roles.

In the course of the year, a total of 695 employees have
used the personnel development offers and spent a total
of 4,040 hours with such measures. This corresponded to
an average of 5.8 further training hours per employee
(EPRA Emp-Training), which is around four times as many
as in the previous year. The topics in these further training
courses ranged from accounting, IT, real estate planning
and management, quality management or communication
to presentation techniques. Further they included foreign
language classes, coping techniques to better handle dis-

ruption in the work environment or resilience training.

In addition, Adler Group also offered numerous mandatory
training courses for all employees, provided the respective
content was relevant to their role: occupational safety in
the offices, German General Act on Equal Treatment, IT se-
curity, data protection, prevention of corruption, handling

of gifts, invitations, donations or sponsoring.

Chamber of Commerce and Industry award as outstand-

ing training institution

In addition to promoting existing talent participating, Adler
Group also seeks its next generation of employees by par-
ticipating in vocational training programmes. In 2022,
Adler Group had a total of nine trainees in vocational train-
ing and college and two trainees in a dual university stud-
ies. Adler Group’s training activities, which predominantly
focus on careers in the real estate industry, were again
positively recognised in 2022. As in previous years, the
Berlin Chamber of Commerce and Industry awarded Adler

Group for its outstanding qualities as a training institution.
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Diversity

Diversity as a strength in the workplace

For Adler Group, diversity is a matter of course, as it
means equal opportunities and tolerance, equal and fair
treatment of all employees and appreciating different
ways of thinking, different views and assessments. While
people from 35 different nationalities are employed at
Adler Group, they also have a wide range of educational
qualifications and backgrounds. Open and respectful in-
tercultural communication promotes mutual understand-
ing and helps avoid diversity-specific barriers in profes-
sional development. The talent management programme,
for instance, takes diversity criteria into account in the
selection of potential candidates, thus promoting diversi-
ty at all levels of the company. Diversity in the workplace
is documented based on numerous key figures (see graph

below).

In 2022, Adler Group signed the Diversity Charter, a vol-
untary commitment launched by German companies and
institutions in 2006 to promote a work environment with-
out prejudices. Its signatories committed to creating and
promoting equal opportunities for all employees in their
company. At Adler Group, diversity is structurally and or-
ganisationally anchored in the “Diversity & Inclusion”
working group, which also includes representatives of the

senior management.

Adler Group has standardised, documented and pub-
lished its general principles and beliefs that guide any di-
versity endeavour in the company. The various guidelines
are available on the company website at https://www.
adler-group.com/en/investors/corporate-governance/

compliance-and-policies


https://www.adler-group.com/en/investors/corporate-governance/compliance-and-policies
https://www.adler-group.com/en/investors/corporate-governance/compliance-and-policies
https://www.adler-group.com/en/investors/corporate-governance/compliance-and-policies
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Diversity in the workplace 2022
Distribution according to age group
. <30years OI d .............................................................................................................................................................................................................. 141% N
3Ot039yearSOId272%
40t049years Old ...................................................................................................................................................................................................... 235%
50t059year30|d ....................................................................................................................................................................................................... 241%
>59years o|d ............................................................................................................................................................................................................... 111%
N atlona"tles ..................................................................................................................................................................................................................... 35 .
GenderdlstnbUtIon ..................................................................................................................................................................................................................
Men 547%
Women 45.3%
Proportion of employees with disabilities in the workforce 47%
Proportion of parents in the workforce 51%

Respect for labour rights and human rights

Like diversity, compliance with labour and human rights is
also a matter of course for Adler Group. This is based on
the United Nations Guiding Principles on Business and
Human Rights, codified by the signatories in the Interna-
tional Covenant on Civil and Political Rights (CCPR) and
the International Covenant on Economic, Social and Cul-
tural Rights (CESCR).

Compliance with human rights as required by the German
Act on Corporate Due Diligence Obligations in Supply
Chains (LkSG) is equally self-evident for Adler Group. La-
bour policies of Adler Group are explicitly aligned with the
general principles of the International Labour Organisa-
tion (ILO) and its corresponding conventions, compliance

with which Adler Group also requires of its suppliers.

Adler Group undertakes to respect, comply with and en-
force the Universal Declaration of Human Rights of the
United Nations with its 30 articles and eight fundamental
principles (conventions, rights at work) of ILO. This com-
mitment includes all employees working for Adler Group,
irrespective of the nature of their employment contract,

as well as other employees in the value chain.

Health and safety

At Adler Group, the Health & Safety department ensures
that workplaces are free from any health hazards, that they
enable ergonomically correct work and that all first aid fa-

cilities are functional in the event of potential injuries.

The department was also in charge of coordinating all ac-
tivities in connection with the Covid-19 pandemic, such as
issuing face masks to employees or advising them of the

recommended conduct.

Adler Group further improved occupational health and
safety in 2022, primarily by training several new HSE man-
agers (Health, Safety, Environment). The great interest
and commitment of Adler Group employees in this re-

spect was remarkable.

Accidents in day-to-day work were largely eliminated
thanks to the extensive health and safety precautions.
There were only 16 accidents at work or on the way to
work in 2022. There were no deaths in 2022. 6.0% of all
work days were lost due to illness (EPRA H&S Emp).
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Procurement

The different departments of Adler Group generally deal
with the type, implementation and volumes of goods and
services purchased, especially with regard to construc-
tion materials. The procurement department of Adler
Group assumes an advisory role in these processes, for
instance by providing advice on sustainable alternatives.
Furthermore, the procurement department has docu-
mented sustainability characteristics as minimum require-
ments for products and materials to be purchased. From
2023 onwards, these requirements will be tightened, and
the Group will also monitor more consistently the sustain-
ability performance of the services provided in coopera-
tion with the departments directly involved. In addition,
Adler Group consistently updates its catalogue of require-
ments for materials and products. This states a (more)
sustainable alternative for each product, as well as the
available brands, qualities and standards. In the future,
this catalogue is supposed to comprise all procurement

items and also include heating systems, for instance.

The new sustainability catalogue will then be applicable
for all purchases. It will define requirements that must be
observed when making decisions concerning, for exam-
ple, construction materials, office supplies, vehicles and
equipment, or services. The procurement department
works closely with the other departments in order to sat-
isfy the various requirements in the company and to cover

the entire range of suitable products and services.

At the same time, Adler Group intends to enter into more
strategic partnerships with manufacturers or suppliers in
order to develop particularly sustainable products. Adler
Group’s procurement department wants to set targets and
develop a comprehensive purchasing strategy for sustain-
able procurement. This will allow the Group to respond to
statutory requirements, but also to develop its own sug-
gestions for more sustainable products and technologies.
With this approach, Adler Group intends to act as an inno-

vation driver for sustainability in the real estate market.
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Adler Group procures most of its materials, goods and
services in EU member states with only very minor vol-
umes from outside of the European Union. However, in
accordance with the German Supply Chain Act (LkSG), the
procurement department of Adler Group monitors all ma-
jor suppliers and all suppliers potentially affected by la-
bour and/or human rights violations to ensure that they
comply with the legal requirements. To date, Adler Group
is not aware of any incidents in which suppliers have vio-
lated the German Supply Chain Act (LkSG).
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Fundamentals
of the Group

Business model

Adler Group S.A. is a well-diversified residential real es-
tate company which holds and manages approximately
26,200 apartments, primarily based in both Berlin and
North-Rhine-Westphalia. This core rental portfolio is val-
ued at EUR 5.2 billion. Besides the rental portfolio, Adler
Group owns and runs a portfolio of development projects
valued at EUR 2.2 billion. In alignment with our strategy
and the agreement with our bondholders under the terms
of the Restructuring Plan, these development projects in
larger German cities are predominately subject to sales

processes, either initiated or to be initiated.

Hence, our business model focuses on asset and portfolio
management, property and facility management and identi-
fying residential properties throughout Germany that pres-
ent opportunities to create value by increasing rents and

decreasing vacancy.

RESIDENTIAL RENTAL
PORTFOLIO

26,202

units
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Our 731 operational employees are based in several loca-
tions across Luxembourg and Germany bringing us closer

to our assets and tenants.

Objectives and strategy

We focus on actively managing our core portfolio to grow

earnings and improve EBITDA margins.

We focus on increasing rents through active asset man-
agement and targeted investments to modernise, refur-
bish and re-position our properties, while constantly
screening and anticipating developments in different
sub-markets. Our strategy to realise upside potential
consists of the following approaches: We pursue regular
rent increases up to the market levels (i) within the regu-
latory and legal limits as well as (ii) through tenant fluctu-
ation without CapEx investment. In addition, we continu-

ously review rent potentials and pursue growth beyond

OPERATIONAL
EMPLOYEES

/31

people



the rent tables through targeted CapEx investments to
modernise, refurbish and/or re-position our properties
allowing for higher rent levels. Lastly, we reduce portfo-
lio vacancy by active marketing with an approach
tailored to the respective micro-location. Our strategy
allows and also leads us to choose high quality tenants
which continuously improves our tenant structure by
maintaining our portfolio assets at the market standard

suitable for current demand.

We seek to optimise our portfolio and recycle capital

through selective investments and disposals.

By disposing of non-core assets, we aim to streamline our
rental portfolio by increasing our focus on mid and large-
size cities where we can manage a critical mass of assets
and simultaneously improve our profitability and portfolio
KPIs. By selling selected assets at or around book value,
we aim to continuously demonstrate the resilience of the
German residential real estate market. Active capital re-
cycling enables us to reduce our leverage and ultimately

to improve the capital structure of the group.

We are committed to adding value through develop-

ment and modernisation thereby driving organic growth.

Selected CapEx and modernisation measures in our core
portfolio will elevate the quality of our rental portfolio and

simultaneously improve the energy efficiency.

Competitive strengths

We benefit from a fully integrated, efficient and scalable
in-house real estate portfolio management platform, led
by an experienced management team focused on

growth and value creation.

This platform enables us to create value across the entire
spectrum of real estate portfolio management, including
identifying, acquiring and managing suitable real estate
assets or portfolios. Our platform, combined with our in-
depth knowledge of the real estate market, makes us well

suited to identify portfolio assets that can be improved
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through targeted capital expenditure. Our management
team is experienced in in-house asset management,
property and facility management and construction man-
agement. Furthermore, we have qualified teams of real
estate professionals in all areas of our business opera-
tions which allow us to be flexible in adapting to market

conditions to sustain further portfolio growth.

We are a top-tier residential real estate platform with a
high quality portfolio that is diversified across core loca-

tions in Germany.

We have sharpened our portfolio by disposing of non-
strategic yielding assets leading to a range of assets in
German cities with attractive yield potential. The core real
estate portfolio of the Adler Group comprised approxi-
mately 26,200 residential units as of 31 December 2022.
In particular, the Berlin residential market, which accounts
for the majority of our portfolio, continuously benefits
from a combination of positive net migration, an increase
in qualified workers, a decreasing average household
size and limited supply of new rental units, ultimately re-
sulting in continued rental growth, which we expect to

positively impact our business.

We are committed to tenant satisfaction through our

business approach.

We strive for tenant satisfaction and place our tenants at
the centre of our operations. We demonstrate high re-
sponsiveness to our tenants’ needs and actively manage
communications with our tenants through in-house and
external call centres. Furthermore, we maintain our prop-
erties at the market standard suitable for the current de-
mand through ongoing investments. Our business ap-
proach leads to better tenant satisfaction as shown by our
sustainable high rent collection rate and decreasing num-

ber of vacancies in our properties.
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Financial performance indicators

As outlined at various places in this report (e.g., refer to
the section “Material Events”), Adler Group has been ex-
posed to a crisis that was partly self-inflicted and largely
caused by external factors throughout the financial year
2022. The crisis itself manifested in liquidity constraints,
lack of financing capacities and dried real estate markets
that made portfolio sales almost impossible. By coping
with this crisis, management decided to focus on always
preserving enough liquidity as well as on net rental in-
come as the main key performance indicators. The other
financial performance indicators outlined below were not
suspended but were followed with a much lesser focus
than usual. Consequently, we waive the explicit descrip-
tion of the below listed financial performance indicators.
The European Public Real Estate Association (EPRA)
changed its definition of net asset value (NAV) in October
2019 and it was applied for the first time in the 2020 financial
year. The key figures NAV and NNNAV have been replaced
by three new figures: Net Reinstatement Value (NRV), Net
Tangible Asset (NTA) and Net Disposal Value (NDV).

In addition to the new EPRA NAV metrics, we continue to
show EPRA NAV based on the previous EPRA Best Prac-

tice Recommendations (BPRs).

EPRA NAV represents the fair value of net assets on an
ongoing, long-term basis. Assets and liabilities that are
not expected to crystallise in normal circumstances, such
as the fair value of financial hedging derivatives and de-
ferred taxes on property valuation surpluses, are there-
fore excluded. Similarly, trading properties are adjusted

to their fair value under the EPRA NAV measure.

EPRA NAV makes adjustments to IFRS NAV to provide
stakeholders with the most relevant information on the fair
value of the assets and liabilities within a true real estate

investment company with a long-term investment strategy.
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Adler Group has an outstanding convertible bond, which
might be converted into equity at maturity. To take this
fact into account, we present all the NAV metrics on a di-
luted basis as well which includes the fair value of the
convertible bond and the fully diluted number of shares at

the corresponding reporting date.

Calculation of EPRA NAV

Total equity attributable to owners of the Company

(+) Revaluation of inventories”
(=)  Fair value of financial instruments?

(-) Deferred taxes?®

= EPRA NAV

1) Difference between inventories carried in the balance sheet at cost (IAS 2) and
the fair value of inventories.

2) Fair value of financial instruments that are used for hedging purposes where
the Company has the intention of keeping the hedge position until the end of
the contractual duration.

3) For EPRA NAV and EPRA NRV: Deferred tax as per the IFRS balance sheet in
respect of the difference between the fair value and the tax book value of in-
vestment property, development property held for investment, intangible assets,
or other non-current investments.

For EPRA NTA: Only deferred taxes relating to the proportion of the portfolio that
is intended to be held in the long-run and not sold are excluded.

The objective of the EPRA NRV measure is to highlight the
value of net assets on a long-term basis. Assets and liabil-
ities that are not expected to crystallise in normal circum-
stances, such as the fair value movements on financial
hedging derivatives and deferred taxes on property valu-
ation surpluses, are therefore excluded. Since the indica-
tor also aims at reflecting what would be needed to recre-
ate the Company through the investment markets based
on its current capital and financing structure, related

costs (such as real estate transfer taxes) are included.



Calculation of EPRA NRV

Total equity attributable to owners of the Company

(+) Revaluation of inventories”
(=)  Fair value of financial instruments?
(-) Deferred taxes®

(+) Real estate transfer tax®

= EPRA NRV

4) For EPRA NRV: Real Estate Transfer Tax on investment properties is the gross
value as provided in the valuation certificate (i.e., the value prior to any deduction of
purchasers’ costs).

For EPRA NTA: The Company has a history of successfully completing share deals;
and there is a reasonable expectation that the Company can also do so in the
future. Therefore, transfer tax optimisation adjustment has been used by applying
the implied average transfer tax consistently achieved in the past.

The underlying assumption behind the EPRA Net Tangi-
ble Assets calculation assumes that entities buy and sell
assets, thereby crystallising certain levels of deferred tax

liability.

Calculation of EPRA NTA

Total equity attributable to owners of the Company

(+) Revaluation of inventories”

(=)  Fair value of financial instruments?
(-) Deferred taxes?®

(-) Goodwill

(+) Real estate transfer tax®

= EPRA NTA

EPRA Net Disposal Value presents a scenario where de-
ferred tax, financial instruments and certain other adjust-
ments are calculated as to the full extent of their liability,
including tax exposure not reflected in the balance sheet,
net of any resulting tax. This measure should not be
viewed as a “liquidation NAV” because, in many cases,

fair values do not represent liquidation values.
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Calculation of EPRA NDV

Total equity attributable to owners of the Company

(+) Revaluation of inventories”
(-) Fair value of fixed interest rate debt®
(=) Goodwill

= EPRA NDV

5) The difference between the fair value of fixed interest rate debt and book
value included in the balance sheet as per IFRS.

NOI (net operating income) equals total revenue from the
property portfolio less all reasonably necessary operat-
ing expenses. Aside from rent, a property might also gen-
erate revenue from parking and service fees. NOI is used
to track the real estate portfolio’s capability of generating

income.

EBITDA from rental activities is an indicator of a company’s
financial performance and is calculated by deducting the
overhead costs from NOI. It is used as a proxy to assess the

recurring earnings potential of the letting business.

EBITDA Total can be derived by adding the net profit from
project development activities, the fair value gain from
build-to-hold development and the net profit from privati-

sations to EBITDA from rental activities.

In addition, we present the NOI margin from rental activ-
ities — calculated as NOI divided by net rental income, as
well as EBITDA margin from rental activities — calculated
as EBITDA from rental activities divided by net rental in-
come. These metrics are useful to analyse the operation-
al efficiency at real estate portfolio level as well as at

Company level.
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Calculation of EBITDA (from rental activities)

Net rental income

(+) Income from facility services and recharged
utilities costs

= Income from rental activities

(-) Cost from rental activities®

= Net operating income (NOI) from rental activities

(=) Overhead costs from rental activities”

= EBITDA from rental activities

6) Cost from rental activities is the aggregate amount of (a) Salaries and other
expenses related to rental activities; (b) Net cost of utilities recharged; and (c)
Property operations and maintenance, excluding one-off costs. Adjustments for
one-off costs include items that are of a non-periodic nature, recur irregularly,
are not typical for operations, or are non-cash-effective.

7) Overhead costs from rental activities represent the “General and adminis-
trative expenses” from the profit or loss statement excluding one-off costs and
depreciation and amortisation relating to rental activities. Adjustments for one-
off costs include items that are of a non-periodic nature, recur irregularly, are not
typical for operations, or are non-cash-effective like impairment losses on trade
receivables.
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Calculation of EBITDA Total

Income from rental activities

(+) Income from property development

(+) Income from real estate inventories disposed of
(+) Income from other services

(+) Income from selling of trading properties

= Revenue

(-)  Cost from rental activities®

(-) Other operational costs from development
and privatisation sales®

= Net operating income (NOI)

(-) Overhead costs from rental activities”

(-)  Overhead costs from development and
privatisation sales®

(+) Profit from portfolio sales'

(+) Fair value gain from build-to-hold development™

= EBITDA Total

(-) Net cash interest™

Other net financial costs®™

(-) Depreciation and amortisation

(+) Change in fair value of investment properties

Other expenses/income™

(-) Netincome from at-equity valued investment'™

=EBT

8) Other operational costs from development and privatisation sales is the
aggregate amount of (a) Costs of real estate inventories disposed of; (b) Costs of
property development; and (c) Costs of selling of trading property (condominiums)
excluding one-off costs and depreciation and amortisation. Adjustments for one-
off costs include items that are of a non-periodic nature, recur irregularly, are not
typical for operations, or are non-cash-effective.

9) Overhead costs from development and privatisation sales represent the
“General and administrative expenses” from the profit or loss statement excluding
one-off costs and depreciation and amortisation excluding costs relating to rental
activities. Adjustments for one-off costs include items that are of a non-periodic
nature, recur irregularly, are not typical for operations, or are non-cash-effective.

10) Profit from portfolio sales includes the disposals of IAS 40 properties. This
position compares the proceeds generated from the disposal with the last rec-
ognised book value and also deducts the related costs of this sale.

11) Our internally developed build-to-hold portfolio allows the Company to gen-
erate fair value gain.

12) Net cash interest is equal to “Interest on other loans and borrowings”, exclud-
ing day-1 fair value non-cash adjustment and interest capitalised for development
projects, plus the nominal interest expense on bonds.

13) Other net financial costs is equal to the total “Net finance costs” from the profit
or loss statement less “Net cash interest” as calculated in footnote 11) above.

14) Other expenses/income relates to adjustments for one-off costs which include
items that are of a non-periodic nature, recur irregularly, are not typical for opera-
tions, or are non-cash-effective.

15) Net income from at-equity valued investment from the profit and loss statement.



Starting with EBITDA from rental activities, we calculate
the main performance figure in the sector, the FFO 1 (from
rental activities). This KPI serves as an indicator of the sus-
tained operational earnings power after cash interest ex-

penses and current income taxes of our letting business.

Calculation of FFO 1 (from rental activities)

EBITDA from rental activities

(=) Net cash interest relating to rental activities'™
(=)  Current income taxes relating to rental activities"

(=) Interest of minority shareholders™

= FFO 1 (from rental activities)

16) Net cash interest relating to rental activities is equal to “Interest on other
loans and borrowings” relating to rental activities, excluding day-1 fair value non-
cash adjustment, plus the nominal interest expense on bonds.

17) Only current income taxes relating to rental activities.

18) Interest of minority shareholders in Adler’s subsidiary Brack Capital Proper-
ties N.V. (“BCP”) as Adler’s share is only 62.78% as at 31 December 2022.
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Starting from EBITDA Total, we calculate FFO 2 (incl. dis-
posal results and development activities). FFO 2 is used

to indicate the total operational earnings power.

Calculation of FFO 2

(incl. disposal results and development activities)

EBITDA Total

(-) Net cash interest™
(-)  Currentincome taxes'

(=) Interest of minority shareholders™

=FFO 2

(incl. disposal results and development activities)

19) Current income taxes as presented in the financial statements exclude the
income tax relating to the disposal of the non-core portfolio.
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EPRA has introduced a new metric, the EPRA loan-to-value (LTV) ratio which has been included in the EPRA Best Prac-
tices Recommendations (BPR) Guidelines 2022, as part of the EPRA Performance Measures which become effective in
2022.

The Adler Group LTV has been replaced by EPRA LTV and will be reported from the publication of the 2022 annual
report onwards. EPRA LTV illustrates the relationship between net debt and total property value of a real estate com-

pany and thus evaluates the gearing of shareholder equity.

EPRA LTV calculation as well as the information taken from the Adler Group balance sheet is depicted below:

Share Share Non-
Group as of Joint of material controlling
Calculation of EPRA LTV reported ventures?”)  associates?”) interests?®  Total*®

Borrowings from financial institutions2®
(+) Commercial paper

(+) Hybrids?)

(+) Bond loans??

(+) Foreign currency derivatives

(+) Net payables?

(+) Owner-occupied property (debt)
(+) Current accounts (equity characteristic)
(-) Cash and cash equivalents

= Net Debt

Owner-occupied property

(+) Investment properties at fair value
(+) Properties held for sale?¥

(+) Properties under development?®
(+) Intangibles

(+)  Netreceivables®®

(+) Financial assets?®

= Total property

=EPRALTVin %

20) Including current and non-current other loans and borrowings.
21) Including convertible bonds.
22) Containing current and non-current corporate bonds.

23) Net payables are equal to payables less receivables on the IFRS balance sheet if that number is positive. Net receivables are equal to receivables less payables
on the IFRS balance sheet if that number is positive. The position includes:
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Investments in financial instruments

(+) Advances related to investment properties
(+) Restricted bank deposits

(+) Contract assets

(+) Trade receivables

(+) Other receivables and financial assets
(+) Advances paid on inventories

(-) Other financial liabilities

(-) Pension provisions

(-) Other payables

(-) Contract liabilities

(-) Trade payables

(-) Provisions

(-) Prepayments received

(-) Non-current liabilities held for sale

= Net amount

24) Incorporating inventories at fair value and non-current assets held for sale.
25) This position is included in investment properties at fair value.
26) Containing other financial assets.

27) Net debt and total property value of joint ventures and associated compa-
nies are disregarded due to immateriality reasons.

28) Non-controlling interests are only adjusted for minority shareholders in
Adler’s subsidiary Brack Capital Properties N.V. for reasons of materiality, thus
any other minority shareholders are not considered due to their insignificancy.

29) Total column illustrates the combined values of the previous columns.

We believe that the alternative performance measures
described in this section constitute the most important
indicators for measuring the operating and financial per-

formance of the Group’s business.

We expect all of the above-described alternative per-
formance measures to be of useful for our investors
when evaluating the Group’s operating performance,
the net value of the Group’s property portfolio and the

level of the Group’s indebtedness.

Due to rounding, the figures reported in tables and
cross-references may deviate from their exact values as

calculated.
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Portfolio performance indicators

In addition to our financial performance indicators, we
also use the following non-financial operating perfor-

mance indicators.

The vacancy rate shows the ratio of m? of vacant units in
our properties to total m2 Vacancy rate is used as an indi-

cator of the current letting performance.

The in-place rent per m? provides an insight into the aver-
age rental income from the rented properties. It serves as

an indicator of the current letting performance.

The like-for-like rental growth is the change rate of the net
rents generated by the like-for-like residential portfolio

over the last 12 months.
All of the above-described non-financial performance in-

dicators are key drivers for the development of rental in-

come.
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Portfolio
Overview

Business performance highlights

As at 31 December 2022, our residential rental portfolio has a strong focus on Berlin as well as some other larger cities

primarily in North Rhine-Westphalia such as Duisburg and Dusseldorf.

The figures presented in this section show the residential core portfolio and do not comprise any assets classified as

held for sale (i.e, assets owned by BCP).
The size of the residential rental portfolio has further decreased due to portfolio disposals completed in 2022. Please

note that corresponding assets had partly already been classified as held for sale as at 31 December 2021. Therefore,

those units were not included in previous year’s operational KPI figures as presented in the section below.

Portfolio overview!?

Fair Rental Q4 22
value  Fairvalue Lettable NRI® yield Vacancy  Avg.rent NRI Rever-
EURmM EUR/m? area EURmM (in-place  Vacancy A YoY EUR/m?/ A YoY sionary
Location Q4 22 Q4 22 Units m? Q4 22 rent) Q4 22 LFL month LFL  potential
Berlin 4,521 3,508 18,563 1,288,729 1267 2.8% 1.0% 0.2% 819 1.8% 19.9%
Other 695 1,428 7639 486,898 341 4.9% 2.0% 0.1% 5.94 0.6% 14.5%
Total 5,217 2,938 26,202 1,775,627 160.8 31% 1.3% 01% 7.58 1.5% 18.7%

(*) All values include ground floor commercial units and exclude units under renovation and development projects.
(**)Annualised net rental income.
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In addition to our financial performance indicators, we also use the following non-financial operating performance indicators.

The vacancy rate shows the ratio of m? of vacant units in our properties to total m2 Vacancy rate is used as an indicator

of the current letting performance.

The in-place rent per m? provides an insight into the average rental income from the rented properties. It serves as an

indicator of the current letting performance.

The like-for-like rental growth is the change rate of the net rents generated by the like-for-like residential portfolio over

the last 12 months.

All of the above-described non-financial performance indicators are key drivers for the development of rental income.

The total amounts spent on maintenance and CapEx in relation to the total lettable area of our portfolio are further

operational figures to ensure an appropriate level of investment in our real estate portfolio.

Portfolio performance

Residential portfolio"

31Dec 2022 31Dec 2021
Number of units 26,202 27469
Average rent/m?month (EUR) 758 745
Vacancy 1.3% 11%

(*) All values include ground floor commercial units and exclude units under renovation and development projects.

The average rent per m? increased to EUR 7.58 in the course of the year, while the vacancy rate remained at a very low level
of 1.3%.

LIKE-FOR-LIKE
RENTAL GROWTH

AVERAGE RESIDENTIAL
IN-PLACE RENT

EUR/M?/MONTH

. 9%
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Like-for-like rental growth®

1Jan- 1Jan-
In % 31Dec 2022 31Dec 2021
Like-for-like rental growth 1.5% 2.5%

(*) All values include ground floor commercial units and exclude units under renovation and development projects.
(**)Last 12 months (LTM).

Like-for-like rental growth of our Berlin portfolio amounted to 1.8% while like-for-like rental growth of the remaining

portfolio stood at 0.6%.

Our fully integrated active asset management is focused on rental growth and employs dedicated strategies to drive all
relevant components. In units that require modernisation, we invest CapEx to improve quality to meet today’s standards
and regulations. Applying the relevant regulatory framework accurately and efficiently is key to our success in maxim-

ising rental growth for our let units.

Maintenance and CapEx

1Jan - 1Jan -
In EUR per m? 31Dec 2022 31Dec 2021
Maintenance 47 5.2
CapEx 170 21.8
Total 217 270
Maintenance and CapEx

1Jan - 1Jan -
In EUR million 31Dec 2022 31Dec 2021
Maintenance 9.9 231
CapEx 35.9 971
Total 45.8 120.2

In 2022, total investment in the core portfolio amounted to EUR 45.8 million resulting in maintenance and CAPEX cost per
m2 amounting to EUR 21.7. Please note that, in contrast to 2021, both maintenance and CapEx figures for 2022 do not
include assets that were classified as held for sale (i.e. assets owned by BCP). Including BCP, total CapEx amounted to
EUR 49.3 million and maintenance expenses amounted to EUR 13.1 million resulting in the CapEx and maintenance cost
per m2 of EUR 22.0 in 2022.
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Vacancy split

Our active asset management aims to minimise our vacancy rate while keeping the necessary flexibility for our portfo-

lio optimisation.

Vacancy!
31Dec 2022 31 Dec 2021
Total vacancy (units) 321 309
Total vacancy (m?) 22,521 20,360
Total vacancy rate 1.3% 11%
(*) All values include ground floor commercial units and exclude units under renovation and development projects.
VACANCY RATE

TOTAL PORTFOLIO

3%
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Ecopomic
Review

Economic and industry-specific
parameters

Macroeconomic environment

The overall economic development in 2022 was marked
by the lasting consequences of disrupted or even com-
pletely discontinued supply chains in the wake of the
Covid-19 pandemic. Massive additional burdens resulted
from Russia’s attack on Ukraine, which triggered eco-
nomic sanctions against Russia introduced at the begin-
ning of the year and tightened several times over the
course of the year, and led to the crisis on the energy
market. Higher energy and food prices led to high infla-
tion and further stifled economic growth. ECB and the
US Federal Reserve reacted with an extreme tightening
of monetary policies. This was followed by several inter-
est rate hikes in close succession, further dampening

economic growth in Europe.

According to the Federal Statistical Office (Destatis),
GDP in Germany adjusted for prices increased by 1.8% in
2022" Economic growth thus remained significantly be-
low the German Federal Government’s forecasts from
the beginning of the year; however, in view of the turbu-
lence on the energy market and the geopolitical uncer-
tainties caused by Russia’s invasion of Ukraine, the Ger-
man economy proved to be far less vulnerable in 2022

than originally feared.

Private households suffered a decline in their real in-
comes in 2022 due to the high inflation rate, despite
massive government intervention. And this, in turn,

dampened consumer spending. High inflation and the
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general uncertainty in both the economic and the geo-
political situation have also had a significant negative
impact on corporate readiness to invest. Investment ac-
tivity slumped over the course of the year, especially in

the construction sector.

Despite the difficult environment in 2022, the German la-
bour market remained robust. The unemployment rate of
5.4% at the end of the year was only marginally above the
previous year’s level (5.1%)?%. Some of this increase was
due to the fact that refugees from Ukraine were included
in the unemployment statistics. The lack of qualified per-
sonnel continued to be a strong limiting factor for further

growth in many sectors.

Situation on the financial markets

The real estate business is capital-intensive and as-
set-heavy. The availability of debt financing and related
conditions therefore play a particularly important role in

the development of the property market.

2022 was characterised by tighter monetary policies of
the central banks. The Fed and the ECB have raised their
respective key interest rates in several steps, especially in
the second half of the year, to 4.5% in the USA and 2.0%
(deposit facility) and 2.5% (main refinancing operations) in
the EU. At the end of 2022, the ECB’s deposit interest rate
thus reached its highest level since 2008. In line with its
quantitative tightening programme, the Fed has already
started shrinking its previously significantly increased
balance sheet from June 2022, while the ECB also an-
nounced at its December meeting that it would start re-

ducing its assets from March 2023.



Inflation and the massive interest rate hikes by the largest
central banks are also having an impact on the interest
rate market, leading to higher yields and high volatility.
The yields of 2-year (2.74%) and 10-year (2.57%) German
government bonds both reached their respective highs

within the reporting period at 30 December 2022.

Development of the residential property
market in Germany

Demand for property investments fell sharply in the
course of 2022 due to the tighter financing terms. Anoth-
er important factor dampening activity was related to
price expectations, which are still diverging among poten-
tial buyers and sellers of real estate and have yet to settle
at a common level. Many buyers expect significantly low-
er multiples — but at the same time, many owners only of-

fer moderate price reductions or none at all.

This has led to transactions being postponed or can-
celled altogether. According to surveys conducted by
estate agents, the transaction volume for German com-
mercial real estate, including commercially traded resi-
dential properties, amounted to EUR 65.6 billion in 2022
and thus remained 41% below the previous year’s level?.
In the case of residential portfolios, the registered trans-
action volume declined over the course of 2022 and was
around a quarter lower in the second half of the year

than in the first half.

According to data from the Association of German Pfand-
brief Banks (vdp), residential property prices rose by 2.1%%
over the year in 2022, but fell significantly in the second
half of the year. For the top 7 cities in Germany, the vdp
calculated a price increase of 2.2% over the year and a
decline of 2.0% in the fourth quarter of 2022 compared to
the previous quarter. The main reason for this develop-
ment was the decline in demand caused by the increase

in interest rates.

As opposed to purchase prices, rents on the German
housing market increased significantly over the course of

the year. In the top 8 cities in Germany, asking rents in-
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creased by an average of 1.7%% in the first half of the year
and by an average of 6.3%” in the second half, according
to surveys by estate agents; vacancy rates remained at a

very low level.

Demand growth in the rental market is fuelled by contin-
ued population growth, the influx of refugees and the fact
that households who refrain from buying their own home
due to higher financing costs remain tenants. And the
number of additional apartments being made available
cannot keep up with needs, especially in the cities. From
January to the end of November, around 276,474 new
apartments were completed in Germany, according to
Destatis®. 321,757 new construction permits were issued
for new apartments to be built in 2022, a figure which is
significantly below the comparable figure from the previ-
ous year?. At this level, both completions and permits fell
significantly short of the German government’s target of
400,000 new dwellings per year in Germany, 100,000 of

which were supposed to be social housing.

Development of the residential property
market in Berlin

More than 70% of Adler Group’s rental units are located
in Berlin; in addition, Adler Group companies also realise
project developments in the German capital. The devel-
opment of the residential property market in Berlin is
therefore particularly relevant for the Company. In 2022,
the Berlin property market was very robust, much more
so than in other top locations in Germany. While the real-
ised investment volume also declined here compared to
the previous year, it still amounted to EUR 8.5 billion, the

fourth highest value in history.

Residential property prices were 4.6% higher at the end
of 2022 than twelve months earlier. While property pric-
esin Berlin also fell in the fourth quarter compared to the
previous quarter, the decrease was comparatively mod-

erate at 0.7%.

Estate agents estimate the vacancy rate on the rental

housing market in Berlin to amount to just 0.9%. Further
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demographic growth and the intake and accommodation
of refugees from Ukraine ensured that demand will con-

tinued to grow throughout 2022.

In their Alliance for Affordable Housing and Building, the
federal state of Berlin, the municipal and private residen-
tial property sector, the Chamber of Industry and Com-
merce and welfare associations in Berlin have agreed on
a package of goals and measures to boost affordable
housing in the city. The Adler Group is one of the first
signatories of this alliance and contributes to the current

discussions.

1) Destatis, Press release No. 037 of 30 January 2023.

2) Federal Employment Agency, Labour market in December 2022 (3 January
2023 Press release no. 1).

3) Federal Employment Agency, Labour market in December 2021 (4 January
2022 Press release no. 1).

4) CBRE Market Report Germany Investment Market 2022.

5) Press (pfandbrief.de).

6) BNP Paribas Real Estate, Residential Report Germany H12022.

7) JLL Wohnungsmarktiiberblick (Overview Residential Market) Q4 2022, p. 13.
8) Destatis, Press release No. 024 of 18 January 2023.

9) Statista, Building permits issued for dwellings in Germany until
November 2022.

INCOME FROM

RENTAL ACTIVITIES
EUR

°
million
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Profit situation

EBITDA from rental activities decreased in 2022 compared
to 2021 mainly as a result of the Northern portfolio disposal
to LEG, the Eastern Portfolio disposal to KKR/Velero and
the Waypoint portfolio disposal, respectively. These as-
sets all contributed to the 2021 result, but only partly, if at
all, to the 2022 result.

EBITDA Total decreased in 2022 compared to 2021 main-
ly due to lower net operating income (NOI), primarily due
to the reduced number of assets. As part of a revised de-
velopment strategy, the Company has ceased to carry out
any build-to-hold developments. Correspondingly, there
is no contribution to EBITDA Total in 2022 resulting from
fair value changes of build-to-hold developments. The
pro-forma EBITDA Total for the year ended 2021 and for
the three months ended as of 31 December 2021, respec-
tively would amount to EUR 290,936 thousand and EUR
113,931 thousand, respectively, under the assumption that
Adler Group would pursue the current development strat-

egy (i.e, no build-to-hold projects).

For 2022 the FFO 1 amounts to EUR 86.8 million and
translates into a per share basis of EUR 0.74, whereas the
FFO 2 accounts for EUR -15.8 million and EUR -0.13 per

share.

As at 31 December 2022 the total interest-bearing nomi-
nal debt amounted to around EUR 6.6 billion. At year-end,
our average interest rate on all outstanding debt is 2.2%,
with a weighted average maturity of 3.3 years and an in-

terest coverage ratio of 1.00.

(*) The interest coverage ratio (“ICR”) is defined as the EBITDA Total relative to
the net cash interest in the most recent four consecutive quarters.
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EBITDA

EBITDA from rental activities

For the year ended For the three months ended
In EUR thousand 31Dec 2022 31Dec 2021 31Dec 2022 31Dec 2021
Net rental income 244,506 346,188 57,029 86,859
|n Come from faCI ||ty semce S and reCha rged umme S Cost S ................................................... 12 484 3 ................. 14 3 904 .................. 31008 ................... 6 38 83 .
Income from rental activities 369,354 495,092 88,037 150,742
Cost from renta|act|\,|t,es .................................................................................................... ( 1 5916 6) ................ (216775) ................. (40373) ................. (83029) .
Net operating income (NOI) from rental activities 210,188 278,317 47664 67,713
NOI from rental activities margin (%) 86.0% 80.4% 83.6% 78.0%
Overheadcostsfromrema|act|v,tles(61954) ................. ( 50569) .................. (17565) .................... (9145)
EBITDA from rental activities 148,235 227,748 29,999 58,569
EBITDA margin from rental activities (%) 60.6% 65.8% 52.6% 67.4%
EBITDA Total

For the year ended For the three months ended
In EUR thousand 31Dec 2022 31Dec 2021 31Dec 2022 31Dec 2021
Income from rental activities 369,354 495,092 88,037 150,742
|n comefrom propenyde\,eb p me nt ...................................................................................... 115 481 .................................................. 1 7541 ................... 4 44 2 5 .
|ncomefromothersemces ................................................................................................... 184984554 ..................... 7680
Income from real estate inventory disposed of 228,750 - 502,108
Income from sale of trading properties 2,389 395 315
Revenue 734,472 110,527 705,270

HOl;(her operational costs from development and privatisation sales (389,593) (611,416) (31,675) (536,741)

Net operating income (NOI) 185,713 315,541 38,478 85,500

Overheadcostsfromrenta|act|v|t|es(61954) ................. ( 50569) .................. (17666) .................... (9145)
O Verhead Costs from d eve|0 pme n t and . pnvatls atlon S a |es .................................................. (28679) .................. (19674) ................... ; 506 5) ................... (3062) .
Proﬂtfromporrthosales“45638 ................... 4 5638
Falrvamega,nfrombu”dtoho|ddeve|opment() ................. ( 82690)(124809)
EBITDA Total 95,080 208,246 15,746 (10,878)

Netcash,nterest(33231) ................. (97903) ................... : 19681) ................. (28343)
Othernetfmanaalcosts ................................................................................................... ( 452049)(284566) ................. (68736)(108446)
Deprematlonandamomsatlon ............................................................................................ : 20288) .................. (19688) ................... (2874) .................... ( 8291)
Othermcome/(expenses)(584990) ............... (1281721) ................ (414078)(1291941)
Change|nva|uat|on(761851)452195 ................ (392147) ................. (76468)
NetmcomeﬁomateqUItyva|UEdmvestments .......................................................................... 208758 ...................... ( 235) ....................... 805
EBT (1,807171) (1,022,680) (882,004) (1,523,562)

(*) Contains the profit stemming from the KKR/Velero transaction.
(**) Figures contain the build-to-hold developments at the time of the corresponding reporting date.
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FFO

FFO 1 (from rental activities)

For the year ended For the three months ended
In EUR thousand 31Dec 2022 31Dec 2021 31Dec 2022 31Dec 2021
EBITDA from rental activities 148,235 227748 29,999 58,569
Netcasmnterest ....................................................... om0 osern oo oo
Current income taxes (5.00) (5:600) o75 (1539
ierestof minorty sharenokders (0732) 0433 437 3633
FFO 1 (from rental activities) 86,779 137,072 18,811 34,226
NO ofShareS“ .................................................................... o o o o
FFO 1 per share 074 117 016 0.29
(*) The number of shares is calculated as weighted average for the related period.
FFO 2 (incl. disposal results and development activities)

For the year ended For the three months ended
In EUR thousand 31Dec 2022 31Dec 2021 31Dec 2022 31Dec 2021
EBITDA Total 95,080 15,746 (10,878)

Net cash interest (83,281) (19,681) (28,343)
Currentlncome taxes (17,873) (40,027) (8197) (30,736)
.I‘rll.t‘enr;s.;;).%'r‘\;ilr'w:).r‘i't.);;hareholders (9732) (9,433) (2,437) (3,633)
FFO 2 (15,806) 60,883 (14,569) (73,590)
No of shares“ ” 117,510 117,510 117,510 117,510
FFO 2 per share (013) 0.52 (012) (0.63)

(*) The number of shares is calculated as weighted average for the related period.

FFO 1

EUR

million
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Financial and asset position

The Company has updated the fair value of the properties based on a third-party valuation. Non-current assets held for
sale include primarily the assets owned by the Group’s subsidiary Brack Capital Properties (BCP). The Group’s total
equity has decreased to EUR 1,916 million on the back of the net loss resulting, amongst others, from non-cash effective

negative change in fair value of investment properties as well as the impairment of financial instruments.

Financial position

In EUR thousand 31Dec 2022 31Dec 2021
Investment properties and advances related to investment properties 6,344,294 715,862
Other non-current assets 337179

Non-current assets

Inventories

o th ercurrentass ets .................................................................................................................................................................................................. 916 5 4 1
Current assets 1,391,315 2,565,695
Non-current assets held for sale 1,648,991 3,017,588
Total assets 9,709,513 13,036,324
Interest-bearing debts 5,980,366 7,003,429
O th er "ab” mes .......................................... oo st
Deferredtax II abllmes ...................................... s o
Liabilities classified as available for sale 678,548 849,050
Total liabilities 7,796,450 9,342,847
Total equity attributable to owner of the Company 1,417,112 2,990,383
Noncontm"l ng Imerests ........................................................................................................................................................ 495951 ....................... 7 0309 4 .
Total equity 1,913,063 3,693,477
Total equity and liabilities 9,709,513 13,036,324

In the tables below we present the new EPRA key figures as presented in the new EPRA BPRs and compare them with
the previous EPRA NAV definition.
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EPRA NAVs

31Dec 2022
In EUR thousand NAV NRV NTA NDV
Total equity attributable to owners of the Company 1,417112 1,417112 1,417112 1,417112
Revaluatlo n .(.) f I nventones ................................................................................ ooe0 ooe0 ooe0 ooe0
Deferredtax ................................................................................... coreor core0s coreos _
GOOdW”I ................................................................................................................................... : : : :
Fa I rvalu e . ofﬂ nanaal mstru m ents ..................................................... o o o :
Fairvalue of fued interestrate debt : : . 1ee8a7s
Realesiate tansfertax : 527630 426948 :
EPRA NAV 2,013,163 2,540,793 2,440,111 313,227
NO OfSh ares .............................................................. o e P o
EPRA NAV per share 1713 21.62 2077 26.49
Convembles ...................................................................................... 003 o050 o008 o00s
EPRA NAV fully diluted 2,113,666 2,641,296 2,540,614 3,213,730
NO ofSh ares (d” Uted) ............................................................................... wosen we0s roson 1o00s
EPRA NAV per share fully diluted 17.81 2225 21.40 27.08

(*) Adjusted for BCP IFRS 5 illustration which has been disregarded; the corresponding line items have been reversed into respective balance sheet positions.

31Dec 20217

In EUR thousand NAV NRV NTA NDV

Total equity attributable to owners of the Company 2,990,383 2,990,383 2,990,383 2,990,383

Fair

.I‘?l('eal estate transfer tax - 700,654 501,61 -
EPRA NAV 3,948,718 4,649,372 4,268,575 3,342,626
NO ofSh ares ................................................................................... o o I, e
EPRA NAV per share 33.60 39.57 36.33 28.45
Convembles ........................................................................................................ oo oo soons oo

EPRA NAV fully diluted

No. of shares (diluted) 118,694 118,694 118,694 118,694

EPRA NAV per share fully diluted 3410 40.01 36.80 29.00

(*) Adjusted for BCP IFRS 5 illustration which has been disregarded; the corresponding line items have been reversed into respective balance sheet positions.
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The table below shows the loan-to-value (LTV) according to the latest definition by EPRA.

31Dec 2022
Non-controlling
In EUR thousand Group loan-to-value interests™ Total
Borrowings from financial institutions 1,645,817 - 1,645,817
Commerc'alpaper ................................................................................................................................... _ ..................................... __
Hybrids 100,503 - 100,503
Bond loans 4,234,046 - 4,234,046
Foreign currency derivatives o o =
Net payables 867,71 (304,289) 563,422
Owner-occupied property (debt) - - -
Currentaccounts(eqwtycharadenstlcs) .................................................................................................. _ ..................................... __
CaShandcaSheqUNaIents(386985) ..................................... -(386985)
Net financial liabilities 6,461,092 (304,289) 6,156,803
Owner-occupleclproperty“6107 ..................................... - ............................... 6 107
ln Vestment . p ropeme S at falr . Va lue ............................................................................................. 6 3 4 4 294 ..................................... - ....................... 6 3 44 29 4
Properties held for sale(” 2,325,303 (580,144) 1,745,159
Properties under development = = =
lntanglbles ............................................................................................................................................... - ..................................... --
Netrecelvables ....................................................................................................................................... _ ..................................... __
Fmanc'a l ass ets ............................................................................................................................. 168’961 ..................................... _ ........................... 168961 ..
Total property value 8,844,665 (580,144) 8,264,521
EPRA loan-to-value 731% 74.5%
(*) The balance sheet position property, plant and equipment contains owner-occupied
property in the amount of EUR 6,107 thousand.
(**) Considers inventories at fair value (EUR 676,312 thousand) as well as non-current assets
held for sale.
(***) Considers the interest of minority shareholders in Adler’s subsidiary Brack Capital
Properties N.V. (“BCP”). EPRA LTV

74.5%
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31Dec 2021

Non-controlling
In EUR thousand Group loan-to-value interests™ Total
Borrowings from financial institutions 2176136 - 2,176,136

Cash and cash equivalents (555,700) - (555,700)

Net financial liabilities 6,976,337 (311,319) 6,665,018

Financial assets 73,063 - 73,063
Total property value 11,312,292 (680,225) 10,632,067
EPRA loan-to-value 61.7% 62.7%

(*) The balance sheet position property, plant and equipment contains owner-occupied property in the amount of EUR 6,161 thousand.
(**) Considers inventories at fair value (EUR 1,101,621 thousand) as well as non-current assets held for sale.
(***) Considers the interest of minority shareholders in Adler’s subsidiary Brack Capital Properties N.V. (“BCP”).
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The table below shows the breakdown of net payables as included in the EPRA LTV calculation presented above. For

the detailed methodology of the EPRA LTV calculation, please also refer to the section ‘Fundamentals of the Group’.

Net payables

In EUR thousand

Investments in financial instruments

Advances paid on inventories

Deduct:

Non-current liabilities held for sale

Net payables

31Dec 2022 31Dec 2021
19,234 20,228

0 2,003

77,885 71,460
86,862 82,237
95672 37918
18,853 423412
9194 14,884

0 0
(16,029) (27168)
(719) (1363)
(341,504) (365,880)
(13,924) (36109)
(78,242) (76,383)
(75,580) (73,865)
(70,865) (92132)
(678,548) (849,050)
(867711) (528,608)
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Material Events

In the reporting period

1. On 13 January 2022, Adler Group announced the sign-
ing of an agreement with KKR, a leading global invest-
ment firm, on the sale of approximately 14,400 residen-
tial and commercial units, predominantly located in
medium-sized cities in eastern Germany. The transaction
is structured as an asset deal. The agreed purchase price
corresponds to a valuation of the portfolio of EUR 1.05 bil-
lion and thus a premium on the book value reported as at
30 September 2021 and independently appraised by
CBRE. With this cash inflow, Adler Group delivered on its
objective of deleveraging its balance sheet and reducing
the loan-to-value ratio (LTV). The signed agreement cor-
responds to the terms of the letter of intent concluded be-
tween Adler Group and KKR/Velero at the end of October
2021. Thus, the sale above book value provides further
evidence of the intrinsic value of the Adler Group port-
folio. All of the investment properties were transferred to
the purchaser in the course of the financial year 2022.
Due to the fact that the investment properties were meas-
ured at the agreed sales price, the sale did not impact the
profit of the reporting period, except costs of sales. Cash
proceeds received were used to repay bank loans and
borrowings in the amount of EUR 319 million. In this con-
text, early repayment fees were incurred in the amount of

EUR 10.7 million (presented as finance expenses).

2. Following the completion of the acquisition of the
shares in Brack Capital Properties N.V. (“BCP”) by LEG on
6 January 2022, the Company estimates that in light of
the real estate tax laws applicable in Germany, BCP’s
subsidiaries may be subject to a tax liability as a result of
the acquisition of the shares, for which a provision was
set up at EUR 20.4 million during the reporting period.

Despite the fact that the amount to be paid may be lower,
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BCP resolved to provide for the entire amount in the first
quarter of 2022.

3. On 28 January 2022, Adler Group was informed by its
statutory auditor KPMG Luxembourg that due to the ongoing
forensic special investigation on the allegations made by the
short seller report, which should be completed prior to the
issuance of an audit opinion, it is highly unlikely that the au-
dit of the financial statements can be concluded timely
enough to allow for a publication of the audited financial

statements by 31 March 2022.

4. On 31 January 2022, Dr. Michael Bitter tendered his
resignation from the Board of Directors of Adler Group
with effective date of 31 January 2022. This resignation
was driven by the recent decision of the supervisory
board of Union Investment Real Estate GmbH to assign
Dr. Butter additional areas of responsibility within the reg-
ulated real estate division of Union Investment with the
approval of the German Federal Financial Supervisory
Authority (Bundesanstalt fur Finanzdienstleistungsauf-
sicht, BaFin). After due consideration by all relevant par-
ties, there is a consensus that these new responsibilities
within Union Investment Real Estate GmbH could poten-
tially give rise to conflicts of interest, which must be avoid-

ed in the interests of both companies.

5. On 11 February 2022, the international rating agency
Standard and Poor’s (S&P) lowered the long-term issuer
credit rating on Adler to “B-" from “B+” and lowered the
issue ratings on its senior unsecured debt to “B” from

“BB-". The ratings were placed on CreditWatch negative.

6. On 16 February 2022, the members of the Board of Di-
rectors of Adler Group appointed Prof. Dr. A. Stefan Kirsten

as a new member of the Board of Directors and elected him



as Chairman of the Board of Directors with immediate
effect. The previous Chairman of the Board of Directors,

Dr. Peter Maser, was elected as Deputy Chairman.

7. In first half year of 2022, Adler Group agreed on a debt
restructuring with two major non-controlling shareholders
in its subsidiaries (Taurecon and Amelicaster). All receiva-
bles and loans against these shareholders have been com-
bined under two loan agreements at market interest rates.
The loans mature on 30 September 2024 and are secured
by share liens. As at 31 December 2021, one loan granted
to Taurecon Invest IX GmbH (nominal amount as at 31 De-
cember 2021 EUR 46.3 million) was measured at fair value
through profit and loss (“FVtPL”) due to the borrower’s set-
tlement option in shares. In the reporting period, this loan
was turned into a plain loan agreement (i.e., no settlement
option) and includes collateral as well. The amendment re-
sulted in the derecognition of this loan measured at FVtPL
which resulted in an income of EUR 12.3 million (presented
as finance income). As a result of this amendment, this loan
meets the “solely payment of principal and interest criteria”

and has been measured at cost subsequently.

8. During March 2022, BCP completed a private place-
ment of NIS 528,440,367 par value of debentures
(Series B) by way of expansion of the registered series.
This corresponds to a nominal amount of approximately
EUR 150 million with an effective interest rate of approxi-
mately 1%. The gross proceeds from the private place-
ment of approximately EUR 163.5 million were received
during the reporting period. This led to an increase in
cash proceeds of EUR 162.5 million and to an increase in
bonds by EUR 163.5 million. Due to the reclassification as
held for sale (IFRS 5), the amount has been included in
non-current liabilities held for sale and in the cash flows of

the disposal group separately.

9. Current derivatives liabilities included the written call op-
tion granted by Adler to LEG Immobilien SE to tender its re-
maining shares in BCP at a minimum tender offer price of
EUR 157 per share (EUR 38.2 million as at 31 December
2021). After the expiration date, the liability has been derec-

ognised, resulting in a financial income in the same amount.
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10. On 4 April 2022, the new federal government decided
that from 2023 landlords would also have to contribute to
the CO, levy on heating costs. A staged model is planned,
which sets the share of landlords in inverse relation to the

energy efficiency of the building.

11. As announced on 16 March 2022, Adler RE repaid its
bond (ISIN XS1843441491) in the full amount of EUR 400
million on 19 April 2022, the maturity date.

12. On 21 April 2022, Adler Group announced that KPMG
Forensic had provided the Company with the final report of
its comprehensive review of the allegations of Viceroy Re-
search LLC. This report was published on the website of
the Company on 22 April 2022. KPMG Forensic did not find
evidence that there were systematic fraudulent and looting
transactions with allegedly related parties. However, KPMG
Forensic identified deficiencies in the documentation and
the processes handling those transactions. Prof. Dr. Kirst-
en, Chairman of the Board of Directors of Adler Group, an-
nounced a programme to address the identified weakness-
es in structure and process on 22 April 2022. First results
of this programme were published prior to the annual Gen-

eral Meeting of the Company on 29 June 2022.

13. Due to the disclaimer of opinion by the auditor on the
consolidated financial statements and the annual ac-
counts of Adler Group S.A., all members of the Board of
Directors who held a mandate in 2021 offered their resig-
nation on 30 April 2022 with immediate effect. For the
continuity of the Company the resignations of Thilo
Schmid, Thomas Zinnocker as well as of Co-CEO Thierry
Beaudemoulin were only accepted with effect as of the
date of the annual General Meeting of the Company on
29 June 2022. The Board of Directors now consists of
the Chairman of the Board of Directors Prof. Dr. A. Stefan
Kirsten, the CEO and Daily Manager Thierry Beaudemoulin,
Thilo Schmid and Thomas Zinndcker. At the General

Meeting the Board then stood for re-election.
14. On 3 May 2022, the Company issued a declaration of

rescission regarding the sales contract of the development

project Offenbach-Kaiserlei. The Company expects to sell
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this project to another investor in the course of the year.

15. On 5 May 2022, the international rating agency Stand-
ard and Poor’s (S&P) downgraded the issuer rating of
Adler Group S.A. and Adler RE from B- to CCC with out-
look negative. The rating of the unsecured bonds was
lowered from B to CCC. The ratings were removed from

CreditWatch negative.

16. On 17 May 2022, the Company announced that effec-
tive 1 June 2022, Thomas Echelmeyer will join the Senior
Management of Adler Group as interim Chief Financial Of-
ficer (CFO). He will hold this position temporarily until the
CFO position is finally filled. On 29 August 2022, the
Board of Directors appointed Mr Thomas Echelmeyer as
its Chief Financial Officer, effective 1 September 2022.
The Board of Directors will propose to the next annual
General Meeting or extraordinary General Meeting to ap-
point Mr Echelmeyer as an additional member to the

Board of Directors.

Also the Company announced that the Board of Directors
concluded that it is not advisable for the Company to pay
a dividend in the light of the existing disclaimer of opinion
by the auditor. Accordingly, the Board recommended to
the AGM to not pay a dividend for the financial year 2021.
Furthermore, the Company announced that KPMG
Luxembourg Société anonyme (“KPMG”) informed the
Company that KPMG is not available to audit the 2022
stand-alone and consolidated financial statements of the
Company. The Company has initiated a selection process

to appoint a new auditor for the Company.

17. On 29 June 2022, the annual General Meeting (AGM)
was held. All proposed resolutions were adopted with a
majority ranging from 89.20% to 99.998% and all Board
members were confirmed for a period of three years until
the AGM in 2025.

Furthermore, the Company launched a tender for the

mandate to audit its stand-alone and consolidated finan-

cial statements for the financial year 2022. The tender
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ended on 13 July 2022. In that time, no applications had
been received. Thereafter the Company started a pro-
cess to invite auditing firms individually. This process is

still ongoing.

18. In August 2022, Adler RE appealed against the deci-
sion of the German Federal Financial Supervisory Author-
ity (“BaFin”) relating to the finding of an error in Adler RE’s
consolidated financial statements as 31 December 2019.
In essence, BaFin’s derivation of the error finding is based
on what BaFin considers to be an overvaluation of the
“Glasmacherviertel” real estate project. Adler Group and
Adler RE repeatedly pointed out publicly that the property
valuations were carried out by a professional, independ-
ent expert. In addition, the valuations included in the con-
solidated financial statements of the Adler Group have

been audited and certified on several occasions.

19. On 3 August 2022, LEG Immobilien SE announced it
will refrain from the acquisition of further shares in Adler
RE’s subsidiary Brack Capital Properties N.V. (“BCP”). The
Senior Management of the Group together with Adler RE
are evaluating further options for the value of the invest-
ment in BCP, taking into account the interests of all stake-
holders. In view of the high quality of the portfolio, Adler
Group is confident of finding a solution within a reasona-
ble period of time. Real estate brokers have been ap-
pointed to engage with potential investors regarding an
acquisition of BCP. BCP and its business activities are
therefore still considered as disposal groups and conse-

quently accounted for under IFRS 5.

20. On 11 August 2022, Adler Group announced the com-
pleted sale of the development projects Ostend Quartier
and Westend Ensemble — Upper West — Lea B, both locat-
ed in Frankfurt am Main. Both projects were formerly
owned by Adler Group’s subsidiary Consus Real Estate
AG. The two projects were sold in separate transactions
to institutional investors. Both transactions closed in Au-
gust and the combined cash proceeds of c. EUR 166 mil-
lion have been received. The project debt including inter-
est in the amount of EUR 65 million related to one

transaction was fully repaid.



21. On 14 August 2022, the Board of Adler RE decided to
extend the loan agreement for the granting of a loan in
the amount of EUR 200 million to its subsidiary BCP. The
amendment agreement postpones the due date for re-
payment of the loan from 23 May 2023 to 29 December
2023. At the same time, the period within which the loan
commitments that have not yet been called can be called
has been extended. The extension of the loan agreement
provides BCP with additional flexibility in its financing. To
date EUR 100 million of the EUR 200 million have been

drawn.

22. For reasons of prudence, the Board of Directors has
previously decided not to submit a dividend proposal to
the shareholders of the Adler Group until an unqualified
audit opinion has been issued and will therefore not
make any forward-looking statement on the dividend un-
til further notice, as agreed by the Board of Directors on
29 August 2022.

23. On 3 October 2022, Adler Group announced that, as
expected, the option period for the irrevocable tender
commitment for 63% of the shares in BCP granted to LEG
Immobilien SE expired on 30 September 2022, without a

public tender offer.

24. On 17 November 2022, Adler Group announced that it
is appealing against a further partial decision by the Ger-
man Federal Financial Supervisory Authority (“BaFin”).
Adler Group does not share BaFin’s view related to the
further finding of partial error in Adler RE’s consolidated
financial statements as of 31 December 2019. Adler con-
tinues to maintain the full accuracy and correctness of the
audited consolidated financial statements for the 2019 fi-
nancial year. Adler will pursue legal remedies to move
resolution of this issue forward. However, good and con-
structive dialogue with BaFin is continued despite differ-

ences of opinion.

25.0n 18 November 2022, Adler Group announced that it
is currently in advanced negotiations with its bondholders
on the conclusion of an agreement to effect certain

amendments of the terms and conditions of bonds issued
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by Adler Group S.A. as well as a provision of secured debt
financing for the Adler group of companies. Whether an
agreement with bondholders will be concluded is current-
ly uncertain and being further assessed. In particular, the
parties have not yet reached a final agreement on the
content of the agreement. The conclusion of the agree-
ment is also subject to the approval of the governing bod-

ies of all parties.

26. On 25 November 2022, following extensive negotia-
tions with a group of bondholders and their legal and fi-
nancial advisors, Adler Group S.A. as well as its subsidiar-
ies, Adler RE and Consus Real Estate AG (together “Adler
group of companies”) entered into an agreement with the
members of the steering committee of an ad-hoc group of
holders of its notes supporting the stabilisation of the
Adler group of companies to effect an amendment of the

terms and conditions of the Notes.

Concurrently with the conclusion of the lock-up agree-
ment, the Adler Group has also entered into a commit-
ment letter with the members of the steering committee,
in which they commit to provide the Adler group of com-
panies with up to EUR 937.5 million of new funding to sta-

bilise the Adler group of companies.

Adler Group launched a consent solicitation process on
2 December 2022 to effect certain amendments to the

terms and conditions of the notes.

27. On 6 December 2022, S&P downgraded the issuer
rating of Adler Group S.A. as well as the rating of its unse-
cured debt from CCC to CC with outlook negative. The
issuer rating of ADLER Real Estate AG as well as the rating
of its unsecured debt was lowered from CCC to CCC- with

outlook negative.

28. On 20 December 2022, Adler Group announced the
voting results of the initiated consent solicitation to effect
the amendment of the terms and conditions of its senior
unsecured fixed rate notes. There was overwhelming
support in favour of the consent solicitation and resolu-

tions were passed with the required majority regarding
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all, but one, series of notes. Following the failure of the
consent solicitation, Adler Group proceeded to imple-

ment the amendments via an alternative route.
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Subsequent events

The Group has evaluated transactions or other events for
consideration as subsequent events since the reporting
date 31 December 2022 in the annual financial statements
through 24 April 2023, the date of finalisation of the finan-

cial statements.

1. On 9 January 2023, the local court of Berlin-Charlotten-

burg appointed KPMG AG Wirtschaftsprifungs-
gesellschaft as auditor of Adler RE. The judicial appoint-
ment required the acceptance of the audit mandate by the
auditor, which KPMG AG Wirtschaftspriifungsgesellschaft
rejected on 11 January 2023. As of the date hereof, Adler RE
and Adler Group do not have an auditor and are continu-

ing its intensive efforts to engage an auditor.

2. On 11 January 2023, AGPS BondCo PLC (the “New Issu-
er”) was substituted in place of Adler Group as issuer of its
six series of senior unsecured notes (“SUNs”) (the “Issuer
Substitution”). In connection with the Issuer Substitution,
Adler Group provided irrevocable and unconditional guar-
antees in relation to the obligations and liabilities under the
SUN:Ss, including (but not limited to) payment of the principal
of, and interest on, the SUNs. On 24 February 2023, a holder
of the SUNs, Plan.e.Anleihe GmbH, commenced proceed-
ings in the Frankfurt Regional Court against Adler Group
seeking a declaration that the Issuer Substitution was invalid
and unenforceable. Adler Group opposes the relief sought
on the grounds that the Issuer Substitution was effected in
accordance with the terms and conditions governing each
series of SUNs (the “Terms and Conditions”), and is and
continues to be valid as a matter of German law and will vig-
orously defend against such declaration in any such pro-

ceedings. The proceedings are ongoing.

3.0n 16 February 2023, the New Issuer completed the down-
listing of its EUR 400,000,000 1.500% unsecured notes due
2024 (“2024 Notes”), which were admitted to trading on the
regulated Market of Luxembourg Stock Exchange, on the
Euro MTF. The purpose of the downlisting was to harmonise

the 2024 Notes with the other five series of SUNs.



4. On 23 February 2023, BNP Paribas, as principal paying
agent, received notices of termination under the Terms and
Conditions from certain holders of SUNs (representing ap-
proximately 6% of the aggregate principal amount of the
SUNSs). Such notices were rejected by the New Issuer for
procedural deficiencies. On 10 March 2023, the notices of
termination were resubmitted. The New Issuer rejected
one resubmitted notice for procedural deficiencies and re-
jected all resubmitted notices on the basis that no valid
grounds for such termination exist and therefore consid-
ered the purported declarations to be invalid. On 24 March
2023, BNP Paribas again received resubmitted termination
notices, which were similarly rejected by the New Issuer on
the basis that no valid grounds for such termination exist
and that the noteholders of the respective notes were not
entitled to terminate the notes due to the presence of an

ongoing restructuring plan proceeding.

5. On 28 February 2023, S&P downgraded the issuer rat-
ing of Adler RE from CCC- to CC with outlook negative.
Adler Real Estate’s EUR 300,000,000 3.000% senior un-
secured notes due 27 April 2026 (“Adler RE 2026 SUNs”)
were also downgraded from CCC- to CC. The CCC- rating
on EUR 500,000,000 1.875% senior unsecured notes due
27 April 2023 (“Adler RE 2023 SUNs”) and on Adler Real
Estate’s 2.125% EUR 300,000,000 notes due 2024 (“Adler
Re 2024 SUNs") was affirmed.

6. On 17 March 2023, the Group sent a request to Adler RE
to squeeze-out the remaining minority shareholders of
Adler RE. Subsequently on the same date, the Group and
Adler RE published an ad hoc notification disclosing the
EUR 8.76 per share cash compensation to be paid to the
squeezed-out minority Adler RE shareholders and the date
of the general meeting resolving on the squeeze-out,
which is scheduled for 28 April 2023. The completion of
the squeeze out is expected to occur as early as 28 May
2023.

7. On 21 March 2023, meetings of holders of the SUNs
(the “Plan Meetings”) were held to consider and vote on
the Group’s proposed restructuring plan (the “Restructur-

ing Plan”), which aimed to facilitate a successful imple-
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mentation of amendments to the SUNs and complete the
wider financial restructuring of the Group (the “Restruc-
turing”), and in doing so help resolve the financial difficul-
ties faced by the Group. Subsequently on 21 March 2023,
the Group announced the voting results of the Plan Meet-
ings, noting a strong level of support for the Restructuring
Plan and, more broadly, the Group’s comprehensive Re-

structuring proposal.

8. On 31 March 2023, Adler RE signed a comfort letter
(“Comfort Letter”) in relation to the intra-group loan
agreement dated 23 May 2022 on the granting of a loan
in an amount of up to EUR 200,000,000 to its subsidiary,
Brack Capital Properties N.V. (“BCP”). Pursuant to the
Comfort Letter, Adler RE undertook to prolong the maturi-
ty of part of the loans granted under the intra-group loan
agreement in an amount of EUR 70,000,000 (“Prolonged
Loans”) by six months until 30 June 2024 if certain condi-
tions are met. These conditions require, among others,
that the Prolonged Loans have been secured by collateral
provided by BCP in favour of Adler RE. BCP will provide
market standard collateral as consideration for the Pro-
longed Loans, and the interest rate for the Prolonged
Loans will be increased with effect from the original matu-
rity date to 3-month-Euribor plus a margin reflecting the
then prevailing market conditions (provided that such
margin shall be no lower than 200 basis points). The re-
maining EUR 130,000,000 part of the loans will maintain
the original maturity date of 29 December 2023.

9. On 12 April 2023, the High Court of Justice of England
and Wales (the “High Court”) made an order sanctioning
the Restructuring Plan (the “Sanction Order”) with the final
Judgement published on 21 April 2023 (the “Judgement”).
It is expected that a hearing will be scheduled imminently
to take place either during the week of 24 April 2023 or the
week of 1 May 2023 (the “Consequentials Hearing”). As is
set out in the Sanction Order and the Judgement, the pur-
pose of the Consequentials Hearing will be to hear the par-
ties’ applications consequential to the Judgement, includ-
ing, pertaining to the permission to appeal, the deadline for
any appellant’s notice and questions of costs. At the hear-

ing of the High Court’s decision to sanction the Restructur-
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ing Plan on 12 April 2023, the ad hoc group of noteholders
(the “AHG”) opposing the Restructuring Plan stated that it
would seek permission to appeal. The New Issuer will op-
pose this application. Following the Consequentials Hear-
ing, if the High Court refuses the AHG’s application for per-
mission to appeal, the AHG may apply to the Court of
Appeal for permission to appeal. Permission to appeal will
be granted where the appeal has real prospects of success
or there is some other compelling reason why the appeal
should be heard. The substantive appeal will be allowed
where the lower court’s decision was wrong or unjust be-
cause of a serious procedural or other irregularity (these
are the only permitted ‘grounds of appeal’). The Sanction

Order is now in force.

10. On 13 April 2023, the Group announced completion of
the Restructuring Plan. Pursuant to the Restructuring Plan,
on 17 April 2023, the SUNs were amended in accordance
with the amended Terms and Conditions governing each

series of SUNs, which included, among other changes:

EUR EUR EUR

101 2.75% coupons increase until 31 July 2025; after
which time, the coupons revert to their respective
prior levels;

10.2. extension of the maturity date of the 2024 Notes
from 26 July 2024 until 31 July 2025;

10.3 amendments restricting the incurrence of certain
indebtedness by the Group, subject to certain
carve-outs such as allowing the Group to incur the
New Money Funding (as defined below) and refi-
nance certain existing indebtedness;

10.4 amendments to the reporting covenants that tem-
porarily alleviate the reporting obligations placed
on the Group; and

10.5 amendments to certain other restrictive covenants
to support the new capital structure and liquidity

position of the Group.

The key amendments are summarised in the table below:

EUR EUR EUR

400,000,000
1.500% unse-
cured notes

400,000,000
3.250% unse-
cured notes

700,000,000
1.875% unse-
cured notes due

400,000,000
2.750% unse-
cured notes due

500,000,000
2.250% unse-
cured notes

800,000,000
2.250% unse-
cured notes

due 2024 due 2025 2026 2026 due 2027 due 2029
Maturity 31 July 2025 As initially As initially As initially As initially As initially
scheduled scheduled (14 scheduled (13 No-  scheduled (27 scheduled (14
(5 August 2025) January 2026) vember 2026) April 2027) January 2029)
Interest from 4.250% 6.000% 4.625% 5.500% 5.000% 5.000%

13 April 2023 to
31July 2025

Interest after
31 July 2025

Reporting
covenant
amendments

The audited year-end financials for the years ending on 31 December 2022 and 31 December 2023 each to be delivered
by 30 September 2024

Financial
maintenance
covenant

Limitations
on incurrence
of debt

A maintenance loan-to-value ratio
(“Maintenance LTV Ratio”) covenant

that will require the Maintenance LTV

Ratio to not exceed 87.5% on each
maintenance reporting date

A Maintenance LTV Ratio covenant that will require the Maintenance LTV Ratio to
not exceed 87.5% on each maintenance reporting date on and prior to 31 Decem-
ber 2025, and 85% thereafter

The incurrence of debt other than the New Money Facilities (as defined below), certain refinancing indebtedness, and a
general basket indebtedness of up to EUR 150,000,000 will not be permitted
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11. On 13 April 2023, Adler Group completed a reorganisa-
tion of the Group’s corporate structure. Following the
completion of the reorganisation (i) Adler Group became
the sole shareholder of newly Luxembourg incorporated
entity Adler Group Intermediate Holding S.a r.l. (“Adler
Group Intermediate Holding”), which became the sole
shareholder of three newly Luxembourg incorporated en-
tities (collectively, the “Collateral LuxCos”) and (ii) all
shares in Adler RE, Consus Real Estate AG (“Consus”) and
certain other subsidiaries which previously were directly
orindirectly held by Adler Group (except for the New Issu-
er and for a certain number of the shares in such subsidi-
aries, which continue to be held by Adler Group) were

transferred to the Collateral LuxCos.

12. On 17 April 2023, S&P downgraded the issuer ratings
of both Adler Group and Adler RE from CC to SD (selective
default). The rating of the unsecured debt for both Adler
Group and Adler RE was lowered from CC to D (default).
The ratings on Adler RE 2023 SUNs and Adler RE 2024
SUNSs unsecured debt was affirmed at CCC-. S&P stated
that it will reassess its ratings on Adler Group and Adler
RE after the Restructuring is implemented in a few weeks

and expects an upgrade to the CCC category.

In connection with the sanctioning of the Restructuring
Plan and the implementation of the Restructuring and, in
each case, subject to satisfaction of all the applicable
conditions, the following events described in clauses 13-
16 are expected to commence on or around 25 April 2023
and be completed on or around 27 April 2023. Certain of
the events described in clauses 13-16 will occur simulta-

neously.

13. In accordance with the Restructuring Plan, the Re-
structuring and related committed funding of up to EUR
937,474,000 (the “New Money Funding”), a special pur-
pose vehicle established for the sole purpose of the Re-
structuring (“LendingCo”) will issue the EUR 937,474,000
12.500% notes due 30 June 2025 (the “New Money
Notes”) and subsequently LendingCo will on lend the
New Money Notes proceeds to the Group via loan facili-

ties (the “New Money Facilities”) under a facilities agree-
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ment dated 22 April 2023 (the “New Money Facilities

Agreement”):

131 EUR 322,474,000 term loan facility with Adler
Group, with proceeds to fund (i) in an amount of
EUR 265,000,000, the repayment of an existing up-
stream loan from Adler RE, proceeds of which will
be applied to repay the Adler RE 2023 SUNSs, and
(ii) in an amount of 57,474,000, the payment of fees
incurred in relation to the New Money Funding;

13.2 EUR 235,000,000 term loan facility (“Facility ARE”)

with Adler Group, with proceeds to fund a non-in-

terest bearing shareholder loan to Adler Real Es-

tate to fund repayment of the Adler RE 2023 SUNs

in full on its maturity date (27 April 2023).

13.3 Upto EUR 80,000,000 term loan facility with Consus

subsidiaries, with proceeds to fund certain capital

expenditures; and

EUR 300,000,000 term loan facility (“Facility

2024”) with Adler Group, to fund a non-interest

13.4

bearing shareholder loan to Adler Real Estate to
fund the repurchase and/or repayment of the Adler
RE 2024 SUNSs.
13.5 The New Money Facilities Agreement contains a
number of covenants and undertakings restricting
the actions of Adler Group and certain members of

the Group, including, among others:

13.511 a Maintenance LTV Ratio covenant that will
require the Maintenance LTV Ratio not to
exceed 87.5% on each maintenance re-
porting date on and prior to 31 December
2025, and 85% thereafter;

13.5.2 restrictions to create or permit to subsist
security over assets;

13.5.3 limitations on indebtedness;

13.5.4 limitations on mergers;

13.5.5 restrictions to sell, lease, transfer or other-

wise dispose of any property: (a) in relation
to yielding properties, below 80% of the
relevant gross-asset value, and (b) in rela-
tion to development properties, 70% of the
relevant gross-asset value, in each case as
reflected in Adler Group’s IFRS financial re-
port as of 30 June 2022;
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13.5.6 restrictions on Adler Group in respect of

share buy-backs, repayments/prepay-
ments/cancellation and debt buy-backs;
13.5.7 restrictions on investments in properties or
projects and on acquisitions of companies,
shares, securities or business;
13.5.8 restrictions on the change of the general
nature of the Group’s business;
13.5.9 restrictions on granting loans;
13.5.10 restrictions on providing guarantees; and
13.5.11 an obligation of Adler Group to appoint a
chief restructuring officer and an inde-
pendent board member.
13.6 The New Money Facilities Agreement will be gov-
erned by German law and contains certain events of
default, including (subject to certain exceptions)
cross default in relation to the outstanding SUNs, the
Adler RE 2024 SUNs and/or the Adler RE 2026
SUNSs, as well as cross acceleration in relation to any

other debt in the Group above EUR 50 million.

14. Further to the public announcement issued by the
Group on 23 February 2023 related to results of Adler
Real Estate consent solicitations, the terms and condi-
tions of the Adler RE 2024 SUNs and the Adler RE 2026
SUNSs will be amended. The amendments will allow Adler
Real Estate to provide liens over its assets to secure the
Adler RE 2024 SUNs, the Adler RE 2026 SUNSs, Facility
ARE, Facility 2024 and the payment-in-kind interest relat-
ed to Facility ARE and Facility 2024.

15. Certain members of the Group will provide guarantees
and transaction security in favour of Global Loan Agency
Services GmbH, as security agent, to secure the claims
under the New Money Facilities. In addition, two inter-
creditor agreements were be executed on 22 April 2023
to govern the enforcement of collateral and the waterfall
for the distribution of enforcement proceeds amongst the

different classes of Group creditors.
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16. Adler Group will issue and deliver shares in an amount
equal to 22.5% of Adler Group’s share capital following
such issuance (i.e. equal to approximately 29% of the cur-
rent outstanding share capital of Adler Group) to the New

Money Notes investors.

Additional information can be found on the Adler Group
website: https://www.adler-group.com/en/investors/

publications/news


https://www.adler-group.com/en/investors/publications/news
https://www.adler-group.com/en/investors/publications/news

Forecast
Report

Comparison of the forecast
with the actuals of 2022

Despite having experienced a continuously challenging
environment in 2022 due to Covid-19, the Russian attack
on Ukraine, accelerated inflation rates and a spike in inter-
est rates, the operations developed as planned and the

Company achieved its targets.

In 2022, net rental income amounted to EUR 244.5 mil-
lion exceeding the guidance of EUR 233-242 million.

The funds from operations from rental activities (FFO 1) for
the full year amounted to EUR 86.8 million, in line with the

guidance of between EUR 84-88 million.

Following the implementation of the proposed amend-
ments pursuant to the Restructuring Plan of AGPS Bond-
Co PLC, a 100% subsidiary of Adler Group, which was
sanctioned on 12 April 2023 by the High Court of Justice
of England and Wales, Adler Group is not permitted to de-
clare or pay any dividends to shareholders for the year
2022 and thereafter.
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Forecast for 2023

Following significant disposals made from the yielding as-
set portfolio, Adler Group expects to generate net rental
income for 2023 in the range of EUR 207-219 million.

Following the sanctioning of the Restructuring Plan, the
Company refrained from announcing an FFO 1 guidance
for the year 2023 due to the current situation of the Group
which is primarily focused on steering its liquidity situa-
tion and de-leveraging through asset and portfolio dis-

posals.
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Opportunities

an

Risk report

Adler Group continually monitors and controls risk posi-
tions in the Group in order to avoid developments which
might threaten the existence of the Group and, at the
same time, to exploit any opportunities that occur. The
Group’s risk management governs all organisational regu-
lations and uses a risk management system (“Risk Man-
agement System”) to monitor, identify and address busi-
ness risks. The Risk Management System also enables
the Board of Directors and the Senior Management of the
Company to continuously identify and assess material
risks within the Group and in the environment. The Board
of Directors and the Senior Management currently see no

risks that threaten the Group’s existence.
Risk management system

The Group’s risk management governs all organisational
regulations and measures needed to monitor and identify
business risks to address them with suitable counter-
measures. As part of the risk management efforts, in 2020
the Group established a Risk Management System to re-
cord and regularly assess all identifiable risks. Using the
Risk Management System, the Group decides on the
measures to be taken to address the respective risks. This
Risk Management System is an appropriate and effective
early warning and control instrument aligned with the cor-
porate strategy and the portfolio structure. The Group re-
views the Risk Management System on a regular basis to
ensure it is aligned with the current risk environment and

any relevant changes to the Group’s business.
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Risk Report

The Risk Management System is documented in the
Group-wide risk management manual, which defines all
the main six risk categories, corresponding processes, re-
sponsibilities and reportable obligations, all as further de-

scribed in detail below.

In order to assess and address the level of risk that is ap-
propriate for an organisation the size of the Group, a scor-
ing model is used to assign a qualitative risk value (score)
to individually identified risks or risk sub-categories. The
qualitative assessment, as further described below, is
based on the expected loss and probability of each risk
occuring. Additionally, a top-down quantification scoring
model that differentiates the impact of a specific risk on
the funds from operations (“FFO”) and the impact of a
specific risk on total assets has been introduced to the
Risk Management System in 2022, as further detailed in
the “Risk quantification and risk-bearing capacity” sec-

tion below.

Risk organisation and responsibilities

The Senior Management bears overall responsibility for
risk management and decides on the structural and proce-
dural organisation of risk management and on the neces-
sary resources. It defines the risk strategy and risk policies
of the Group as well as the risk management procedures.
The risk strategy contains the guidelines for operational
risk management. These guidelines specify, for instance,
maximum loss limits above which risk mitigation measures
must be taken. The guidelines also specify tolerance limits

up to which a risk is considered acceptable.



The Audit Committee of the Board of Directors regularly
meets to discuss opportunities and risks as well as to re-
view how effective the current risk management and in-

ternal control procedures are.

The risk owners, usually division manager or head of a
department, assume the responsibility for identifying, as-
sessing, documenting, managing and communicating all
material risks in their area of responsibility. They are re-
sponsible to report risks to Central Risk Management (as

defined below).

Risk management processes

The central risk management department (“Central Risk
Management”) coordinates the risk management process-
es, checks plausibility and consolidates the results of risk
identification and assessment submitted by the risk own-
ers and prepares regular reports to the Senior Manage-

ment and the Board of Directors.

At the same time, an early warning system with various ear-
ly warning indicators has been established. This enables
the Company’s management to take appropriate measures

to avoid risks in good time.
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Risk identification and assessment

The purpose of the scoring models is to provide the means
by which the Group can identify, assess, and numerically
rank its risks. The scoring models are also used to assess
the relevance of the measured risks in order to identify sig-
nificant risks. The risk scoring also enables the Group to

continuously review and monitor risks.

Categories

The risks are divided into the following six categories:

1. Macroeconomic, sector-specific and socio-political
environment

Strategic risks

Financial and refinancing risks

Operating risks in property management (portfolio)

Operating risks in project development

o0 w N

Company-specific risks (such as reputational, etc.)

The six risk categories contain 38 risk sub-categories with

a total of 106 individual risks.

Qualitative assessment

A scoring model is used to assign a qualitative risk value
(score) to the individual risks or risk sub-categories. It is
based on the expected loss and the probability of occur-
rence, each of which is in turn divided into the following six

classes:
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Expected loss

Accepted risk Ad-hoc reportable risk
Threatening
Voentonal 3%
project (6)
Severe (5) 3
Serious (4) 25 3 3.5
Material (3) 2 25
Medium (2) 15 2 25
Low (1) 1.5
Unlikely (1) Remote (2)

Seldom (3)

Initiation of emergency measure

4 4.5 5

.............. 35 ) 45
. 35 ................ 4
. o 35 .................

Conceivable (4) Likely (5) Probable (6)

Measures already taken to reduce or avert a risk are taken
into account for both the expected loss and the probabili-

ty of occurrence.

An individual risk or a risk sub-category is considered rele-
vant if the risk score is higher than 3.0, and it is considered
highly relevant if the risk score exceeds 4.5. Risks and risk
sub-categories with a risk score of 5 or higher are consid-

ered to be a threat to the going concern of the Group.

Furthermore, a risk or risk sub-category is defined as “ma-
terial” if the weighting in the overall risk assessment ex-
ceeds 5%, which is calculated as the weight of the risk
category multiplied by the weight of the risk or risk
sub-category within the risk category. This risk report
only describes such risks that are considered material and

at the same time have a risk score of more than 4.5.

The Group increased the risk score required for a risk to
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Probability of occurrence

be considered highly relevant from 4.0 in 2021 (at that
time called “very relevant”) to 4.5 in 2022. In addition, the
Group has added the 5% “material” classification de-
scribed above to this 2022 Opportunities and Risk Re-
port, which was not present in the 2021 Opportunities and
Risk Report. The classification as “material” serves to con-
sider and present risks that are significant to the Group’s
risk situation taking into account their weighting in the
overall risk assessment. As a result of these updates, the
number of risks described in this 2022 Opportunities and
Risk Report are lower than were included in the Group’s

2021 Opportunities and Risk Report.

Risk quantification and risk-bearing capacity

A top-down quantification scoring model that is based on
the qualitative assessment was added to the Risk Man-
agement System in 2022. The model differentiates be-

tween the impact of a specific risk on the FFO (i.e, the part



of the income statement that has an impact on liquidity)

and the impact of a specific risk on total assets.

The risks are categorised in a risk matrix (i.e, heat map).
The matrix differentiates between the expected loss from
a certain risk (in EUR million) affecting either the FFO or
the total assets (or both) and the probability of its occur-
rence (in percent). Both criteria are divided into the same

six risk classes (as in the qualitative assessment).

Measures already taken to reduce or avert a risk are taken
into account for both the expected loss and the probability
of occurrence. The top-down quantification is carried out at
the level of the sub-categories depending on their weight-

ed contribution to the risk score of the entire Group.

The following classes of expected loss and probability of

occurrence have been defined:

Expected loss

FFO"
(in EUR million)

Total assets"

Risk class (in EUR million)

Threatening (6) > 200 >1,500

severe ( 5) ................ > 1 OO . 200 ........................ > 750 1500 ...................
senous (4) ............... > 30 100 .......................... > 225 750 .....................
Slgmflcant(s) .......... > 1030 ............................. > 75 225 ........................
Medlum(z) .............. >41O ............................... >3O75 ..........................
Low (1) ...................... > O 4 ................................ > 0 30 ............................

(*) Expected amount of damage over two years.

Probability of occurrence

Risk class (Percent)

Probable (6) >90

.I.- I k ely (5) .................. > 75 90 .....................................................................
Conc e IV a ble (4) ....... > 50 75 .....................................................................
seldom (3) ............... > 2550 ....................................................................
RemOte (2) ............... > 10 2 5 .....................................................................
Unhkely (1) ............... 010 ...........................................................................
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Monitoring and reporting

The Risk Management System is continuously monitored
to determine whether the risk management measures tak-

en have had the intended effect.

Once a quarter, Central Risk Management prepares a risk
report to inform the Senior Management and the Board of
Directors about relevant risks, current status and any fur-
ther developments. In addition, the Senior Management
and the Board of Directors are immediately notified if new
risks with potentially significant effects arise, or if existing

risks become more relevant.

Internal control system

The internal control system (“ICS”) is a sub-sector of the
Risk Management System. Control measures can avert or
reduce risks. The Senior Management is responsible for
implementing, monitoring and reviewing the effective-

ness of the ICS as well as further developing it.
Accounting-based ICS
According to the

relevant regulations, the account-

ing-based ICS aims to:

. ensure the profitability of business activities and
protect the assets of the Company;

. ensure the reliability of internal and external ac-
counting; and

. ensure compliance with the relevant legal require-
ments, in particular the conformity of the consolidat-
ed financial statements and the group management

report with the applicable accounting policies.

The Company’s accounting department is responsible for
the processes that ensure uniform and standardised appli-
cation of the relevant accounting policies in accordance
with the International Financial Reporting Standards (IFRS)
and the German Commercial Code (HGB). Furthermore,
the department is responsible for collecting the content in

the financial statement preparation process. A dual control
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procedure is in place for important approval processes.
Within the scope of the further development of the Com-
pany, efforts are being made to standardise processes in
order to reduce the complexity of organisational struc-
tures, workflows and IT systems in order to create more
efficient and effective internal controls and to ensure the
separation of functions. The Group has set up an initiative
to further formalise the ICS thereby creating documented
transparency and improving processes through succes-

sive digitalisation and process optimisation.

One key aspect in guaranteeing the correctness and reliabil-
ity of financial reporting involves deliberately separating ad-
ministrative, executive, invoicing and approval functions by
assigning separate responsibilities for each function. The
Group uses the expertise of external property valuation spe-

cialists to ensure a fair and accurate valuation of its assets.

In cooperation with the Senior Management and the Audit
Committee of the Board of Directors, the internal auditors
prepare a risk-oriented audit plan and verify whether the
legal provisions and the guidelines for control and risk
management have been complied with. The Group thus
monitors the functionality and effectiveness of the de-
fined controls. The audit plan is submitted to the Senior
Management and the Board of Directors. This enables the
Board of Directors to ask the Senior Management to rec-

tify potential errors and to optimise the ICS in general.

Risk environment

The risk situation of the Group at the end of 2022 was at-
tributable, mainly, to (i) the economic, political and finan-
cial factors affecting the residential and commercial real
estate market in Germany, (ii) a short-seller attack and re-
lated investigations, (iii) the absence of an auditor and (iv)
the worsening liquidity of the Group and its upcoming ma-

turities, as further described below.

Economic, political and financial factors

Throughout 2022, raising inflation rates, supply chain dis-

ruptions, rising energy and raw material (including build-
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ing material) prices caused by the war in Ukraine and the
ongoing impacts of the Covid-19 pandemic had a signifi-
cant negative impact on the German economy. The result-
ing domestic and global economic downturns, high inter-
est rates and decreased business confidence reduced
demand for residential and commercial real estate in Ger-
many in 2022, impacting the core businesses of the
Group. In addition, the Group’s ability to meet its debt ser-
vices obligations may depend on its ability to sell assets
at attractive prices, which is affected by the German real
estate market conditions and the general economic, fi-
nancial, competitive, regulatory and other factors de-
scribed above that are beyond the Group’s control. Sell-
ing assets at a substantial discount to the fair value of the
relevant properties could adversely impact the value of
the Group’s remaining portfolio, reducing the Group’s
ability to meet its debt services obligations and signifi-

cantly and adversely affecting its financial performance.

Short-seller attack and related investigations

In October 2021, as part of a short-seller attack on the
Group, a report was published making various allegations
against the Group. The Group engaged KPMG Forensic to
conduct a forensic investigation, and in April 2022, it found
no evidence to support the allegations. However, with re-
spect to the so-called Gerresheim transaction to an alleg-
edly related party, KMPG Forensic was unable to refute
the allegation that the sales price for the project company
was excessive. The Group still believes that the fair value
of the project company agreed in the transaction as re-
flected and testified in various audited financial state-
ments is correct. KPMG Forensic identified deficiencies in
certain aspects of governance and noted that it had not
been provided with sufficient documentation to complete

the audit, referring to 800,000 electronic documents."

In 2021, BaFin and CSSF initiated an examination into the
Company’s and Adler RE’s consolidated financial statements
and annual accounts for the financial years 2019, 2020, and
2021. BaFin announced its view that the audited consolidat-
ed financial statements as of 31 December 2019 and the re-

lated summarised management report for the 2019 financial



year of Adler RE contained accounting errors. In August
2022 and November 2022, BaFin issued determinations of
accounting errors in the annual financial statements for the
2019 financial year of Adler RE, claiming errors related to a
book value of a certain transaction and to the consolidation
of the Company by Adler RE in 2019. The determinations of
accounting errors have no impact on the validity of the 2019
annual financial statements. The Group disputes BaFin’s de-
termination and Adler RE has filed for an annulment of BaF-

in’s decisions.?

The Group’s statement of 21 April 2022 on the results of
the KPMG Forensic review (and other information) on this
topic can be found in the Investor Relations section of
the Group’s website (https://www.adler-group.com/en/

investors/publications/news).

The Group’s reputation suffered considerable damage from the
short-seller attack report and subsequent BaFin and CSSF ex-
amination and determinations. The Group cannot exclude that
it may be exposed to additional reputational damage in relation
to further investigations and/or determinations by BaFin, CSSF
or other regulatory and/or governmental bodies. Such investi-
gations could also require the Group to expend significant time
and resources in response, and the occurrence of any material
fine or penalty may inhibit the Group’s ability to operate and
generate liquidity and revenue. The Group may also be subject
to additional lawsuits and investigations stemming from various
allegations or forensic investigations. The Group cannot predict
the number or outcome of any such proceedings and the im-
pact that they or the matters described above will have on its

financial results, but any such impact may be material.

Absence of an auditor

In April 2022, KPMG Luxembourg S.A. and KPMG AG
Wirtschaftsprifungsgesellschaft issued a disclaimer of
opinion on the stand-alone accounts and consolidated fi-
nancial statements of the Company and Adler RE for the
financial year ending 31 December 2021, to the effect that
the auditor was not able to obtain sufficient evidence to
support the aforementioned financial statements. The au-

ditor claimed that the preconditions for performing a statu-
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tory audit of the 2021 annual financial statements were not
met.® KMPG Luxembourg SA also stated that its audit re-
ports on the annual accounts of the Company and the con-
solidated financial statements of the Group for the financial
year ended 31 December 2020 should no longer be relied
upon. Subsequently, during the second quarter of 2022,
KPMG Luxembourg S.A. and KPMG AG Wirtschaftspri-
fungsgesellschaft informed the Company that they were
not available to audit the annual and consolidated financial
statements for the financial year 2022 of the Company and
Adler RE, respectively. In June 2022, the Company and
Adler RE launched an audit tender but were unable to iden-

tify any candidates to replace the previous auditors.

The absence of an auditor means the Group has been un-
able to complete the audit of its financial statements, put-
ting it at risk of breaching the reporting covenants under
its debt obligations. As part of implementation of the
Group’s Restructuring Plan (as further described below),
the six series of senior unsecured notes issued by AGPS
BondCo PLC (the “SUNs”) have been amended to avoid
breach of the reporting covenants, which had required
audited financial statements to be produced for the finan-
cial year ending 31 December 2022, by the end of April
2023. Additional consents and/or waivers have been ob-
tained by the Group to avoid breaching the reporting cov-

enants under its other debt obligations.

The Group is also subject to various Luxembourg and
German laws and regulations that require the publication
of audited financial statements by end of April 2023—the
outcome of such anticipated violations cannot be predict-
ed with certainty at this time and the Group could be ex-

posed to a number of risks in relation to such violations.

1) The Group’s statement of 21 April 2022 on the results of the KPMG Forensic
review (and other information) on this topic can be found in the Investor Rela-
tions section of the Group’s website (https://www.adler-group.com/en/investors/
publications/news).

2) For further information, please see the following press releases by the
Group: https://www.adler-group.com/en/investor-relations/translate-to-eng-
lish-news-publications/news/detail-news?tx_news_pi1%5Baction%5D=de-
tail&tx_news_pi1%5Bcontroller%5D=News&tx_news_pi1%5Bnews%5D=975&-
cHash=72e080b5aef3cda212a3b9a8eae84828; https://www.adler-group.
com/en/investor-relations/translate-to-english-news-publications/news/
detail-news?tx_news_pi1%5Baction%5D=detail&tx_news_pi1%5Bcontrol-
ler%5D=News&tx_news_pi1%5Bnews%5D=961&cHash=71f357e70dc8e1632d-
b564a563c613fb

3) KPMG Luxembourg SA’s official statement on this topic can be found on
KPMG’s website (https://kpmg.com/lu/en/home/media/press-releases/2022/04/
official-statement-on-adler-group-s-a.html).
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Worsening liquidity and upcoming maturities

During 2022, the Group was faced with a critical liquidity
position and upcoming debt maturities, with Adler RE’s
outstanding EUR 500,000,000 1.875% senior unsecured
notes due 27 April 2023 (“Adler RE 2023 SUNs”) and an
intra-group loan and other interest payments and expens-
es coming due. If Adler RE failed to meet the upcoming
maturity of the Adler RE 2023 SUNSs, creditors under cer-
tain other financing arrangements, including the SUNs,
would have been entitled by cross-default provisions to
terminate those financing arrangements and declare the
relevant debts immediately due and payable. Such
non-consensual and uncoordinated acceleration of out-
standing debt would have risked significant value de-
struction, as the Group would have been unable to satisfy
these material accelerated debt obligations given its li-
quidity position and inability to sell assets at the neces-
sary speed and price. As a result, in this scenario, the di-
rectors of the debtor entities would have had a statutory
duty to file those relevant Group companies into bank-

ruptcy or insolvency proceedings.

Due to the above risks, the Group proposed a restructuring
plan (the “Restructuring Plan”) aimed to facilitate a suc-
cessful implementation of amendments to the SUNs and
complete a wider financial restructuring of the Group (the
“Restructuring”). In doing so, the Restructuring Plan would
help improve the Group’s liquidity position, avoid imminent
defaults under the SUNs and reduce the risk of termination
and acceleration of the Group’s debt obligations, and avoid
the commencement of bankruptcy or insolvency proceed-

ings of the Company or any other Group company.

The Restructuring Plan

On 12 April 2023, the Restructuring Plan was sanctioned
by the High Court of Justice of England and Wales (the
“High Court”), and the Group announced completion of
the Restructuring Plan on 17 April 2023. Pursuant to the
Restructuring Plan, the SUNs were amended to provide,

among other things:
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. 2.75% coupons increase until 31 July 2025; after which
time, the coupons revert to their respective prior levels;

. extension of the maturity date of AGPS BondCo PLC’s
EUR 400,000,000 1.500% unsecured notes due
2024 from 26 July 2024 until 31 July 2025;

. amendments restricting the incurrence of certain in-
debtedness by the Group, subject to certain carve-
outs such as allowing the Group to incur
EUR 937,500,000 of new financing via four term loan
facilities (“New Money Funding”) and refinance cer-
tain existing indebtedness;

. amendments to the reporting covenants that tempo-
rarily alleviate the reporting obligations placed on
the Group; and

. amendments to certain other restrictive covenants to
support the new capital structure and liquidity posi-

tion of the Group.

The Restructuring Plan and related amendments provide
the liquidity needed to manage the Group’s upcoming
debt maturities, stabilise its business operations, and
avoid the need for material Group members to file for in-
solvency and sell assets at a deep discount in the current
challenging market conditions. For more detail on the Re-
structuring Plan and the risk of appeal of the High Court’s
sanction order, please see the “Material Events” section

of the Combined Management Report.

Risk assessment as at 31 December 2022

The risk assessment as at 31 December 2022 was per-
formed in compliance and accordance with the Group’s

Risk Management System described above.

Quantification scoring model

The risk status identified by the Group under its top-down
quantification scoring model as at 31 December 2022 is
illustrated in the following heat map, showing the number
of risks in the individual expected loss and probability of

occurrence clusters:
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Expected loss (in EUR million) impact on liquidity or impact on total assets

>=200
or>=1500

100 - <200
or 750 — <1500

30 - <100
or 225 - <750

10 -<30
or75-<225

4 -<10
or30-<75

<4
or<30

The seven risks in the red area are:

Probability of occurrence

<10 10 -<25 25-<50 50-<75 75 -<90 >=90

Qualitative assessment

. Risks from financial covenant breaches (EL 5 /PO 6)

(assessed as threatening the existence of Adler
Group)

Risks in project phase “build & deliver” (EL 5/ PO 6)
(assessed as threatening the existence of Adler
Group)

Liquidity risk (EL 5/ PO 5) (assessed as threatening
the existence of Adler Group)

Valuation risk (EL 4 / PO 5)

Project-specific transaction risks (PO 3/ EL 6)
Reputation risk (EL 3/ PO 6)

Central purchasing: Availability and dependency of
suppliers (EL 3/ PO 6)

The table overleaf provides an overview as at 31 Decem-
ber 2022 of the risk sub-categories that were given a risk
score of more than 4.5 according to the Group’s qualita-
tive assessment and were therefore classified as highly
relevant. Risk sub-categories that are considered material
(i.e, weighting in the overall risk assessment exceeds 5%)

are also noted below.
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Risk category

Macroeconomic, sector-specific and socio-political environment

Risk sub-category

Risk score Materiality

Real estate market risks 5.0

Human resources 49

Highly relevant and material risks

Following the implementation of the Restructuring Plan,
certain risks or risk sub-categories identified by the Group
as highly relevant (i.e. have a risk score of more than 4.5
in the qualitative assessment) and material (i.e. weighting
in the overall risk assessment exceeds 5%) still exist, of
which these are considered as risks threatening the exist-
ence of the company: (1) risks from violation of financial
covenants, (2) liquidity risks, and (3) accounting and valu-
ation risks risks. Other highly relevant and material risks
are (4) risks in the “build & deliver” project phase, and (5)
public relations risks, which are all addressed in more de-
tail below. Additionally, two risks are discussed, that are
non-material, but due to the risk assessment are regarded
as highly relevant: (6) Project-specific transaction risks,
and (7) risks from central purchasing. Other non-material
risks or risk sub-categories are not addressed, or only

briefly, even if they have been given a high-risk score.

Financial and refinancing risks

In this risk category, a total of 21 risks were identified in

eight risk sub-categories. As described above, the fi-
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nancial and refinancing conditions give rise to risks that
threaten the going concern of the Company. The follow-
ing three risk sub-categories are highly relevant and

material:

Risks from violation of financial covenants

The Group’s facilities require compliance with certain
covenants, as non-compliance gives the respective cred-
itor the right to terminate the corresponding financing
agreement and demand repayment of the debt. In con-
nection, the Group has established an internal control
process to ensure compliance with the financial cove-

nants.

Throughout 2022, certain financial covenants limited the
Group’s ability to incur new debt and refinance upcoming
maturities. For example, consolidated coverage ratio cov-
enants under Adler RE’s financing arrangements risked
being breached if Adler RE had borrowed the New Money
Funding directly. As a result, the completion of the Re-
structuring Plan amended the SUNs to allow the Group to
incur the New Money Funding and refinance certain exist-

ing indebtedness, as more fully described above. As part



of these amendments to the SUNs, the Group became
subject to a maintenance loan-to-value ratio (“Mainte-
nance LTV Ratio”) covenant requiring the Maintenance
LTV Ratio to not exceed 87.5% on each maintenance re-
porting date on and prior to 31 December 2025, and 85%
thereafter. The Maintenance LTV Ratio is to be tested
quarterly beginning on 31 December 2024. For additional
details on the covenants and undertakings restricting the
actions of the Company and certain members of the
Group, please see the “Material Events” section of the

Combined Management Report.

The Group’s ability to comply with the Maintenance LTV
Ratio covenant, among other covenants and restrictions,
may be affected by events beyond its control. These in-
clude prevailing economic, financial and industry condi-
tions. If the Group breaches the Maintenance LTV Ratio
covenant or any other restrictive covenants or restric-
tions, it may be in default under the SUNs and the New
Money Funding facilities agreement (“New Money Facili-
ties Agreement”). The relevant holders or lenders could
then elect to declare the debt, together with accrued and
unpaid interest and other fees, if any, immediately due
and payable. If the SUNs, New Money Facilities Agree-
ment or any other material financing arrangement entered
into by the Group were to be accelerated at the same
time, the Group’s assets may be insufficient to repay in full
the SUNs, the New Money Funding and any other indebt-

edness then outstanding.

Liquidity risks

The Company’s operational earnings power is generally
sufficient to cover expenses, including the interest in-
curred. However, it is not sufficient to repay future out-

standing bonds or other debt financing.

The Group proposed a restructuring plan aimed to facili-
tate a successful implementation of amendments to the
Group’s senior unsecured notes and to complete a wider
financial restructuring of the Group. While the Group be-
lieves that the Restructuring Plan alleviates the pressure to

sell assets at deep discounts, in the event that the Group is
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required to sell parts of its portfolio, it may not be able to do
so in a timely fashion, on favourable terms or at all. The
ability of the Group to sell properties generally depends on
the liquidity of the real estate markets at the time of the
potential sale. In addition, the demand for real estate as-
sets is influenced by, among other factors, the quality of
the property, vacancy rates, the overall economic, environ-
mental, social and market situation at the time of the sale,
the level of interest rates and the availability of debt financ-

ing to market participants.

As aresult, if the Group is required to sell parts of its port-
folio, particularly on short notice or under legal, financial
or time pressure (including to repay debt), there is no
guarantee that it would be able to do so in a timely fashion
or on favourable terms or at all, and there can be no guar-
antee that the price obtained by the Group would repre-
sent a fair or market value for the property or property

portfolio or shares.

Accounting and valuation risks

The Group accounts for its real estate properties at fair
value. The valuation model is predominantly based on the
present value of net cash flows to be generated from the
property in question, taking into account expected rental
growth rates, vacancy periods, occupancy rates, lease in-
centive costs such as rent-free periods and other costs
not paid by tenants, as well as CapEx and maintenance
expenses related to the property. In specific cases the ap-
praisers use special assumptions, assuming facts that dif-
fer from the actual facts existing at the valuation date or
that would not be made by a typical market participant in
a transaction on the valuation date. The expected net
cash flows are discounted using risk-adjusted discount
rates. Among other factors, the discount rate estimation
considers the quality of a building and its location, tenant
credit quality, lease duration and terms, and the interest

rate environment.
Establishing the valuation parameters involves substan-

tial Judgement and such Judgements may prove to be

inaccurate. In addition, any change to valuation methodol-
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ogy, including as a result of changes to the statutory re-
quirements, may result in gains or losses in the Group’s
financial statements, based on the change to each prop-
erty’s valuation compared with prior valuations. There
can be no assurance that any particular valuation could

be realised in a third-party sale.

The fair value determination also reflects not only the cir-
cumstances directly connected with the property but
also the general conditions of the real estate markets,
such as regional market developments and general eco-
nomic conditions or interest rate levels. Accordingly, the
effects of falling market prices and rising interest rates on
the IFRS value of the investment properties may be quite
significant and lead to impairment losses at the expense
of equity. This effect is already visible in the Group’s fi-
nancial statements for the year ending 31 December

2022, and may progress even further in the future.

Operating risks in project development

In this risk category, a total of 17 risks were identified in six
risk sub-categories, one of which was classified as highly
relevant and one was classified as highly relevant and

material:

Risks in the “Build & Deliver” project phase

The ability of the Group to successfully complete its devel-
opment projects depends on the availability of sufficient
financing and building materials at reasonable terms. A va-
riety of factors can lead to unforeseen cost overruns or sig-
nificant delays in development projects, including increas-
es in the acquisition costs for land, lack of availability and
increases in the cost of construction materials, adverse
events at contractors and/or subcontractors, increases in
the costs of professional service providers, a shortage of
qualified personnel in the German construction sector, de-
lays during the building permits application process, uni-
dentified land and/or property defects, the occurrence of
technical problems, and deficiencies in construction ser-
vices provided by third parties, among other factors. Any

such cost overrun or delay could result in significant cost
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increases and, ultimately, negatively affect the profitability

of the Group’s business operations.

In the event of such cases, the funds tied in these devel-
opment projects may have to be provided in larger
amounts, for a longer time or at higher interest rates.
The Group may also be unable to secure financing for
certain capital expenditures needed for a development
project, which could result in the potential deterioration
of the properties and, as a result, the Group’s invest-
ment in such properties. At the same time, project valu-
ations may lead to impairment losses that can have a
negative effect on the balance sheet structure, espe-
cially on equity. Although this risk is classified as highly
relevant and material, this risk is not immediately threat-

ening the existence of the Group.

Project-specific transaction risks

Adler Group sells real estate developments to institution-
al and private clients by entering into forward sale agree-
ments. Such forward sales can, in general, be delayed
due to economic uncertainty, and the willingness of pur-
chasers to invest may decline in a changing economic en-
vironment. If the Company is unable to fulfill its obliga-
tions under the forward sale agreements by completing
the respective project development as planned, it may
negatively influence the Company’s abilitiy to refinance
the acquisition costs and development of a project, lead
to delays in or fail to launch new real estate development

projects.

Any forward sale agreement may not materialise under
the agreed terms, including as a result of amendments,
withdrawals, failure to make payments or terminations by
purchasers. In the event that the purchaser withdraws
from or terminates the forward sale agreement, Adler
Group must bear the costs in connection with the sale of
the property. Although this risk is classified as highly rele-
vant, this risk is not immediately threatening the existence

of the Group.



Company-specific risks

In this risk category, a total of 29 risks were identified in
eight risk sub-categories, one of which was classified as
highly relevant and one was classified as highly relevant

and material:

Public relations risks

If the Group is unable to maintain its reputation and high lev-
el of customer service, tenant satisfaction and demand for
our services and properties could suffer. In particular, if the
Group’s reputation is harmed, it may become more difficult
for us to let residential units and could lead to delays in rent-
al payments or the termination of rental contracts by our ten-
ants, as well as finalising and selling development projects.
Any reputational damage due to the Group’s inability to meet
customer service expectations could consequently limit the

ability to retain existing and attract new tenants and buyers.

Furthermore, harm to the Group’s reputation could impair
the ability to raise capital on favourable terms or at all. For
example, the Group’s reputation suffered considerable
damage after the short-seller attack was published in Oc-
tober 2021 and the Group’s auditors subsequently issued
a disclaimer of opinion on the stand-alone accounts and
consolidated financial statements of the Company and
Adler RE for the financial year ending 31 December 2021,
despite KPMG Forensic finding no evidence to support

the short-seller’s allegations.

Any downturn in tenant satisfaction, demand for our ser-
vices and properties and any damage to our reputation
could have a material adverse effect on the Group’s busi-
ness, net assets, financial condition, results of operations,
cash flows and prospects. Although this risk is classified
as highly relevant and material, this risk is not immediately

threatening the existence of the Group.

Risks from central purchasing

The Company relies on a wide range of service providers

and suppliers in its daily operations. The risk of sufficient
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service providers and suppliers being available at all or at
appropriate conditions, being tied to a specific supplier
on the basis of long-term contracts, of (regional) suppliers
unilaterally imposing price increases due to monopoly po-
sitions or other effects on the procurement market, and
suppliers becoming insolvent without an equivalent sub-
stitute product, may negatively affect the profitability of
the Group’s operations. Although this risk is classified as
highly relevant, this risk is not immediately threatening

the existence of the Group.

Sustainability risks

Stimulated by the public debate on human rights issues,
environmental protection, climate change and corporate
social responsibility, sustainability has become a growing
imperative in recent years. As a result, capital markets
and the public increasingly evaluate companies based on
their potential negative environmental impacts, the meas-
ures they take to reduce or stop these impacts, corporate
governance or compliance with the fundamental princi-
ples of diversity. Non-compliance with these aspects pos-
es not only financial risks but also risks to the reputation

of a company.

The separate risk category of “Sustainability risks” was
removed in 2022, and the risks that had previously been
categorised therein, if still relevant, have been assigned

to the other six above-mentioned categories.

The following sustainability criteria were classified as

“highly relevant”:

Strategic, organisational and reporting risks

The Group has formulated several sustainability goals in
its corporate strategy, the fulfilment of which requires cor-
and structural

responding organisational measures.

These measures have been implemented.
Sustainability has become a relevant criterion for busi-

ness partners and employees when deciding whether to

enter into and maintain business and contractual relation-
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ships. In the assessment of a company’s sustainability
awareness and the efforts it takes in this area, ESG ratings
by specialised rating agencies have become the widely
accepted standard. Because of the above-mentioned al-
legations regarding property valuations in the balance
sheet and deficiencies in corporate governance, the

Group’s ESG ratings deteriorated during 2022.

Environmental risks

Environmental aspects play a crucial role in all of the
Group’s business activities, both in portfolio management

and in development projects.

The Group has set itself the objective to halve the CO:2
emissions of its property portfolio by the year 2030 (com-
pared to the emissions in 2020). Even though the legal,
financial and reputational consequences of failing to meet
this objective are still uncertain, failure to achieve this

goal is fraught with certain risk.

With its Green Deal, the European Union (EU) has formu-
lated important sustainability goals—and the renovation
and energy-efficient refurbishment of buildings contrib-
ute to their achievement. In keeping with the Green Deal,
the German government has launched a climate protec-
tion programme that introduces a levy on CO2 emissions.
The COz2 levy for heating residential buildings is borne by
both the tenants and landlords. The ratio for how this is
divided between landlords and tenants depends on the
energy efficiency of the building: the lower the energy ef-
ficiency of the building, the higher the share borne by
landlords. In order to lower their contribution, landlords

have to take measures to increase energy efficiency.
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Opportunities report

As part of the Company’s opportunity policy, those re-
sponsible regularly assess the business opportunities of

the Group as a whole.

Opportunities from the macroeconomic,
sector-specific and socio-political environment

Since the beginning of 2023, energy prices have started
to decline again and, while inflation continues to be high,
it is now forecast to slow down. The general rise in inter-
est rates have also had a negative impact on demand in
the real estate markets. However, in the Group’s current
portfolio, index-linked tenancy agreements help to in-
crease the rental income as long as inflation rates remain
high. Additionally, if prices for construction materials and
real estate services do not rise as sharply as in recent
years, it may have a positive effect on the Group’s earn-

ings position.
Strategic opportunities
Corporate strategy

The Group continues its efforts to sell non-strategic parts
of its portfolio. This includes a potential sale of its interest
in its subsidiary, Brack Capital Properties N.V. The sale of
properties generates positive cash flow, which in turn can

be used to further repay debt and thus strengthen the LTV.

Digitalisation in the real estate industry and company

organisation

The Company sees ongoing digitalisation as an opportu-
nity to increase the efficiency of administrative processes
and thus reduce administrative expenses in the longer
term. Digitalised processes help collect tenant, property
and project development data in a standardised format
and provide the basis for timely and comprehensive re-
porting and controlling of all real estate activities. The
digitalisation of internal business processes (e.g, in finan-

cial management and human resources) also improves



efficiency and has a positive impact on the Company’s

cost structure.

Financial and refinancing opportunities

The Group completed the implementation of its Restruc-
turing Plan on 13 April 2023. In accordance, it extended
the maturity of the 2024 Notes and amended certain cov-
enants to avoid imminent defaults under the SUNs and
permit the incurrence of the New Money Funding, among
other changes. Such changes provides the Group with im-
proved operational flexibility and the ability to address its
near-term maturities across its financing arrangements,

affording it a period of limited financial pressure.

Opportunities related to sustainability

The steadily increasing interest of investors, business
partners, tenants and employees in sustainable business
practices creates considerable opportunities for a compa-

ny that acts sustainably.

This plays a particularly important role in the strategic en-
ergy refurbishment of existing properties in line with the
goal to halve greenhouse gas emissions by 2030. Thus,
the Group can improve the competitiveness of its proper-
ty portfolio on the rental markets, as energy-efficient re-
furbished flats are associated with lower ancillary costs
for heating and electricity, while offering significantly

more quality and comfort.

Opportunities from the operating business

The residential property market continues to be charac-
terised by high demand for, and a general shortage of,
good and affordable housing. In recent financial years,
the Group has been able to increase the average basic
rent per month and square metre and has at the same
time reduced its vacancy rate. These opportunities are
still there. However, the absolute level of net rental in-
come has declined due to the sales of sub-portfolios and
will continue to decline if additional properties are sold.

At the same time, rent increases are limited by regulatory
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and statutory controls. They are also usually dependent
on strategic investments in the modernisation, refurbish-

ment or repositioning of the properties.

Company-specific opportunities

The further harmonisation and development of standard-
ised processes and guidelines, the implementation of a
common IT landscape and the streamlining of the Group’s
tax structure offer opportunities to increase efficiency
and reduce costs. Measures taken to increase its attrac-
tiveness as an employer, paying fair and competitive sala-
ries and a range of fringe benefits make the Group an at-

tractive employer for qualified and motivated employees.

Overall management assessment of risks
and opportunities

The management of the Company has identified the
above-mentioned risks that are a threat to the going con-
cern of the Group and has initiated appropriate measures
to avert them. The management is furthermore confident
that the High Court’s decision and the subsequent imple-
mentation of the Restructuring creates the conditions
necessary for a positive going concern forecast and the

financing of all material maturities for the next two years.

Concluding remark

This Opportunities and Risk Report contains forward-look-
ing statements and information. These forward-looking
statements may be identified by words such as “expects”,

“intends”, “will” or words of similar meaning. Such state-
ments are based on our current expectations, assess-
ments and assumptions about future developments and
events and, therefore, are naturally subject to uncertain-
ties and risks. Actual developments and events may turn
out to be considerably more positive or negative than the
forward-looking statements, so that the expected, antici-
pated, intended, believed or estimated developments

and events may subsequently prove to be inaccurate.
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Responsibility
Statement

I confirm, to the best of my knowledge, that the
Consolidated Financial Statements of Adler Group S.A.
presented in this Annual Financial Report for 2022,
prepared in conformity with the International
Financial Reporting Standards as issued by the
International Accounting Standards Board and as
adopted by the European Union, give a true and fair
view of the net assets, financial and earnings position
of the Company, and that the Management Report
includes a fair review of the development of the
business, and describes the main opportunities, risks
and uncertainties associated with the Company.

=

Thierry Beaudemoulin

CEO
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Consolidated Statement of Financial Position

Consolidated Statement
of Financial Position

In EUR thousand Note 31Dec 2022 31 Dec 2021

Inve

Adva

Deferred tax assets 24 2,566 5673

Total non-current assets

Advances paid on inventories 9194 14,884

Total current assets 1,391,315

Non-current assets held for sale 17 1,648,991 3,017,588

Total assets 9,709,513 13,036,324
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Consolidated Statement of Financial Position

In EUR thousand Note 31Dec 2022 31Dec 2021
Shareholders' equity

.é hare C aplta| ............................................................................................................................................................................ 146 ................................. 146 .
.é hare p reml u m ............................................................................................................................................................... 1844765 ........................ 1844765 .
Resewes ............................................................................................................................................................................. 193852 ........................... 217788 .
Retal nEdeammgs ............................................................................................................................................................ (621 651) .......................... 927684 .
Total equity attributable to owners of the Company 1,417112 2,990,383
Non-controlling interests 495,951 703,094
Total equity 18 1,913,063 3,693,477
Liabilities

Deferred tax liabilities 24 525,715 759,828

Total non-current liabilities 5,624,940 7174,997

Derivatives 21 6 38,227
Total current liabilities 1,492,962 1,318,800
Noncurremhabmtleshe|dforsa|e .......................................................................................................... 17678548 ......................... 849050
Total shareholders' equity and liabilities 9,709,513 13,036,324

Date of approval: 24 April 2023

Thierry Beaudemoulin The accompanying notes are an integral part of these

CEO consolidated financial statements.
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Consolidated Statement of Profit or Loss

Consolidated Statement
of Profit or Loss

In EUR thousand Note 2022 2021
Revenue 25 734,472 1143732
Cost .C; f op é ratl ons .................................................................. " oraon e
Gross profit (237,722) 1,768
General and . ; dm Imstr ; tlve exp .é n Ses ............................................ . oo PR,
O th er expenses .......................................................................... " ooosen s
Oth er mcome ......................................................................... " oeoan et
Changes infairvolue of ivestment properties. 6 76185 215142
Results from operating activities (1,272,049) (640,969)
FI nance In Come .............................................................................. " - oo
FI nance Costs .............................................................................. " oromm e
Net finance income / (costs) (535,330) (382,469)
Netincome (osses) rom investments n associated companies g 208 758
Profit before tax (1,807171) (1,022,680)
Income tax expense """""""" 24 132,324 (142,327)
Profit for the year (1,674,847) (1,165,007)

Owners of the company (1,556,867) (1177,213)
Noncontrom ng mterests ......................................................... A, s
Profit for the year (1,674,847) (1,165,007)
Earnings per share in EUR (undiluted) (13.25) (10.03)
Earnings per share in EUR (diluted) (13.21) (10.03)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

Consolidated Statement
of Comprehensive Income

In EUR thousand Note 2022 2021
Profit for the year (1,674,847) (1,165,007)
Items that may be reclassified subsequently to profit or loss

Hedging reserve classifiedto proftor loss, netoftax : 1117
Effective portion of changes Infair value of cash flow hedges. 387 (349
Relatedtax .............................................................................. o -
Currency trans latlo n r e S erve ....................................... o s
Reserve from financial assets measured at fair value through ather comprehen

sive income (10,235) (9,071)
Total other comprehensive income / (loss) (23,936) 20,237
Total comprehensive income for the year (1,698,783) (1144,770)
attributable to:

O Wners o f th e company ............................................. P, P,
Noncomro”l ng Interests ............................................ RS e
Total comprehensive income for the year (1,698,783) (1144,770)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

Consolidated Statement
of Cash Flows

In EUR thousand Note 2022 2021

Cash flows from operating activities

Profit for the year (1,674,847) (1,65,007)
Adjustments for:

Depreciaton 20165 10649
Profitfom disposal of portfolio. @1818) :
Change Infaivalue of Investmentproperties. 6 761851 15142
NoncaSh Other mcome ; ndexpense ............................................. P oo
Change In . Contract ; Ssets ......................................................... oo o
Change In . Contract “abmtles ..................................................... S o
Non-cash income from at-equity valued investment associates (209 758)
Netfmanc ecosts/(mc ome) .............................................................. " oo o re
ln Come tax expense ...................................................... " o aam
.é harebas edpaymems .................................................... - -
Change In shortterm restricted bank deposits elated totenants 3573 1382
Change in longHerm restricted bank deposis flom condominium sales 818 4041
Change m tra de recelva b I es ............................................................................................... 0, .
Change in other receivables (102,520) Bo79)
Change Inivertories 447891 382,39
Chenge inadvancesreceived 21267) (25863
Change In tra de payable S ......................................... o P,
Change In . Other payable S ................................................ o o
ln Come tax p ald ......................................................... . .
Net cash from operating activities (138,217) (276,240)

Cash flows from investing activities

Purchase of and CapEx on investment properties 6 (168,865) (272,819)
Advances paid for purchase of investment properties 10200 (18
G ra ntoflo ng term |oans .................................................................... _ oo
Proceeds from disposals of nvestment properties 1365134 1541386
Proce e d S fromse" mg pomono ....................................................................... o _
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Consolidated Statement of Cash Flows

In EUR thousand Note 2022 2021
Investments in financial instruments - (270,450)
Purchase of and CapEx on property, plant and equipmert. 122 95
|n ter .e. Strecelv ed 4444444444444444444444444444444444444444444444444444444444444444444444 e e
Proceeds fom sale of franciel nstruments 67878 129284
Proce e d S fromsal eofﬂxedasse ts ........................................................ o o
Repay mentoflo ng term loans ........................................................... o _
Acqwsmo n of Other mves tmems ........................................................... _ o
Change m . Shomerm restrlc ted bank depOSI ts ne t ................................................... . i
Net cash from (used in) investing activities 1,525,587 1,133,674
Cash flows from financing activities
Acquisition of non-controling nterests (91309 @925)
Repaymentofbonds (582:260) (1051562)
Longtem loans receved 20 74,809 §37466
Repaymentoﬂo ng term |Oans ............................................ - e vonom
Proceeds from lssuance of coporate bonds,net 10 16258 1951053
.é hortterm .l.c; ; n S recelved .............................................................. - _ S
U pﬂ,ontfees p a I dforcredlt fac Ilm es .............................................. o o
Repaymemofsm rtterm Ioans ...................................................... - _ .
|n ter .é Stpald .......................................................................... P, g,
Paymentofle ; Se .I4i4a. b”mes ................................................... . oo o
;i- ra nsactl Oncost S ................................................................... e o
Prepald . Costs Of raISI ng debt .................................................... 00 o
+ aX pay ments ............................................................................. _ P
DMden d dlstnb Ut e d ........................................................................ _ O
Net cash from (used in) financing activities (1,370,469) (677,760)
Change in cash and cash equivalents during the year 16,901 179,674
Changes in the carrying amount of cash and cash equivalents that are
presented among assets held for sale as part of a disposal group"

(185,616) -
Cash and cash equivalents at the beginning of the year 555,700 376,026
Cash and cash equivalents at the end of the year 386,985 555,700

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity

Consolidated Statement
of Changes in Equity

Reserve
financial Non-
Currency Other assets mea- con-
Share Share Hedging translation capital sured at Retained trolling Total

In EUR thousand capital premium  reserve reserve  reserves FVTOCI earnings Total interests equity
Bal t

alance as a 146 1,844765 573 24,803 315746  (123334) 927684 2990383 703094 3,693,477
1 January 2022
Profit for the year - - - - - - (1556,867) (1,556,867) (117,980)  (1,674,847)
Other comprehensive
income, net of tax - - 330 (14,031) - (10,235) - (23,936) - (23,936)
Total comprehensive in-
come (loss) for the year - - 330 (14,031) - (10,235) (1,556,867) (1,580,803) (117,980) (1,698,783)
Transactions with owners,
recognised directly in
equity
Transactions with non-con-
trolling interest without a
change in control (Note 5D) = a - - - - 7163 7163 (89163) (82,000)
Change in consolidation
scope related to sale - = - = o o - - - -
Share-based payments - - - - - - 369 369 - 369
Bal t

aanceasa 146 1,844,765 903 10772 315746  (133569)  (621651) 1417112 495951 1,913,063

31 December 2022

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity

Reserve
financial Non-
Currency Other assets mea- con-
Share Share Hedging translation capital sured at Retained trolling Total

In EUR thousand capital premium  reserve reserve  reserves FVTOCI earnings Total interests equity
Bal t

alance as a 146 1892145  (372)  (3,560) 264,903  (114,263) 2086788 4125787 774192 4,899,979
1 January 2021
Total comprehensive
income for the year -
Profit for the year - - - - - - (1177,213) (1177,213) 12,206 (1165,007)
Other comprehensive
income, net of tax - - 945 28,363 - (9,071) - 20,237 - 20,237
Total comprehensive (loss)
for the year - - 945 28,363 - (9,071) (1177,213)  (1156,976) 12,206  (1,144,770)
Transactions with owners,
recognised directly in
equity
Transactions with non-con-
trolling interest without a
change in control (Note 5) - 6,674 - - - - 17,212 23,886 (27,661) (3,775)
Change in consolidation
scope related to sale - - - - 50,843 - 141 50,984 (55,643) (4,659)
Dividend distributed - (54,054) - - - - - (54,054) - (54,054)
Share-based payments - - - - - - 756 756 - 756
Correction of errors - IAS 8
IAS 8 Adjustment - - - - - - - - - -
Bal

alance as at 146 1844765 573 24,803 315746  (123,334) 927684 2,990,383 703,094 3,693,477
31 December 2021

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

Note 1 - Adler Group S.A.

Adler Group S.A. (the “Company” or “Adler Group” or
“Group”) is a public limited liability company (société
anonyme) incorporated under Luxembourg law. The ad-
dress of the Company’s registered office is 55 Allée

Scheffer, 2520 Luxembourg, Grand Dutchy of Luxembourg.

The Company is specialised in and focused on the pur-
chase, management and development of income pro-
ducing multi-family residential real estate. In addition to
being accountable for the condition of its apartments
and buildings, Adler Group S.A. assumes responsibility
for the tenants, its own employees and the surrounding
environment. The portfolio of Adler Group S.A. and its
subsidiaries is situated in or on the outskirts of major ur-
ban areas with a significant portion in Berlin. With the
acquisition of Consus Real Estate AG, Adler Group pro-
vides an integrated German residential platform that
covers the entire real estate value chain, from acquisi-
tion of land, planning and development of projects to
property management and letting of residential units

throughout Germany.

The consolidated financial statements of the Company
as at 31 December 2022 and for the year then ended
comprise the Company and its subsidiaries (together re-

ferred to as the “Group”).
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Note 2 - Basis of preparation
A. Statement of compliance

The consolidated financial statements as at and for the
year ended 31 December 2022, have been prepared in
accordance with International Financial Reporting Stand-
ards (“IFRS”) as adopted by the European Union (“EU”).

The consolidated financial statements were authorised

for issue by the Board of Directors on 25 April 2023.
B. Functional and presentation currency

These consolidated financial statements are presented in
euro, which is the Group’s functional currency. All financial
information presented in euro (“EUR”) has been rounded to
the nearest thousand, unless otherwise indicated. Due to
rounding, the figures reported in tables and cross-references

may deviate from their exact values as calculated.
C. Basis of measurement

The consolidated financial statements have been pre-
pared under the historical cost convention, except, in par-
ticular, investment properties, other financial assets, oth-
er financial liabilities and derivatives, which are measured

at fair value.
D. Operating cycle

The Group has the following operating cycles:

. holding and operating residential and commercial
units: the operating cycle is one year;

. sale of units as a separate condominium: the operat-
ing cycle is up to three years;

. sales from development projects: the operating cy-

cle is up to three years.

As a result, current assets and current liabilities also in-
clude items, the realisation of which is intended and antici-
pated to take place within the operating cycle of these op-

erations of up to three years.



E. The coronavirus pandemic and
its impact on the Group

Following the outbreak of the coronavirus in December 2019
there has been a decline in economic activity in many re-
gions of the world including Germany. In response to the
risks of the pandemic for the health system and in order to
protect particularly vulnerable individuals, the government
took numerous measures to limit the spread of the virus with
serious negative effects on the economic development of
the Federal Republic of Germany. The year 2022 was char-
acterised by a gradual withdrawal of those measures.
However, persistent supply chain disruptions continue to
lead to shortages of raw materials and other inputs and

subsequent price increases.

The Group’s risks and exposures relating to the

coronavirus pandemic

The Group may be exposed to risks from a deterioration in
the solvency of commercial and private tenants. Risks for
the Group’s development projects arise from disruptions in
global supply chains causing further delays in the construc-

tion progress and price increases for building materials.

Specific effects of the coronavirus on the Group’s

operating results

The Group is continuously assessing the impact of the pan-
demic on its business, on the measurement of all of its as-
sets and liabilities and on its ability to generate positive
results from forward and upfront sales of development pro-
jects. The values of investment properties, projects, finan-
cial assets and financial liabilities as at 31 December 2022
as disclosed in these consolidated financial statements

reflect the economic conditions in existence at that date.

Disruptions in global supply chains burdened the Group’s
construction activity and had a negative impact on the

profitability and value of the Group’s development assets.

Albeit severely affected by the pandemic, the develop-

ment of the profitability and value of the Group’s commer-
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Notes to the Consolidated Financial Statements

cial portfolio did not have a material impact on the Group’s

financial performance.

The Group did not register a material impact of the pandem-

ic on the profitability and value of its residential assets.

F. The Ukraine conflict and its impact on the Group

Following the invasion of Ukraine by the Russian Federa-
tion on 24 February 2022, the German government and
the European Union decided on a set of comprehensive
economic sanctions against the Russian Federation with
adverse effects on domestic energy price levels. Whether
and to what extent further sanctions will be adopted or
whether the conflict may intensify further cannot be as-
sessed at present. All estimates and disclosures regard-
ing the impact of the Ukraine conflict reflect the informa-
tion available as of the report publication date and may be
subject to subsequent changes.

The Group’s risks and exposures relating to the

Ukraine conflict

In itself, energy price inflation does not have a significant
impact on the profitability and value of the Group’s resi-
dential portfolio, as the price increase is deemed to be
generally rechargeable. The risk of tenants’ default is ad-
dressed by appropriate valuation allowances on the

Group’s receivables against tenants.

Risks for the Group’s development projects arise from fur-
ther disruptions in global supply chains causing further

delays in the construction progress and price increases.

Market fluctuations and sanctions against investors from
the Russian Federation make refinancing more difficult.
As per 17 April 2023 the Group made an arrangement with
its bond holders that secure refinancing of the Group for
the upcoming years. That is why the risk of disruptions by

the Ukraine crisis is relatively low.
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Specific effects of the Ukraine crisis on the Group’s

operating results

The Group is continuously assessing the impact of the

Ukraine conflict on profitability and value of its assets.

The value of investment properties, contract balances, in-
ventories and financial assets and liabilities as at 31 De-
cember 2022 reflects the economic conditions in exist-

ence at that date.

G. Use of estimates, judgements and fair value
measurement

In preparing these consolidated financial statements,
management has made judgements, estimates and as-
sumptions that affect the application of the Group’s ac-
counting policies and the reported amounts of assets, lia-
bilities, income and expenses. Actual results may differ

from these estimates.

Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to estimates are recognised

prospectively.

Judgements and use of estimates

Information about judgements, assumptions and estima-
tion uncertainties made in applying accounting policies
that have the most significant effects on the amounts rec-
ognised in the consolidated financial statements is includ-

ed in the following notes:

. Note 5 - Regarding acquisitions of companies
holding real estate assets (judgement)
When buying a company holding real estate assets
(“Property Company”), the Group exercises judge-
ment to determine whether it is a business or a
group of assets and liabilities, for the purpose of de-
termining the accounting treatment of the transac-
tion. In determining whether a Property Company is
a business, the Group examines, inter alia, the na-

ture of existing processes in the Property Company,
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including the extent and nature of management, se-
curity, cleaning and maintenance services provided
to tenants.

Note 12 — Goodwill impairment testing (judgement)
The determination of the recoverable amount re-
quires assumptions and estimates, especially on the
future development of profits and sustainable growth
rates. Refer to Note 12.

Note 6 — Regarding fair value measurement of in-
vestment properties (estimations)

The fair value of residential investment properties as
at 31 December 2022 was mainly assessed by CBRE,
an industry specialist that has appropriate and recog-
nised professional qualifications and up-to-date ex-
perience regarding the location and category of the
properties. The fair value of the investment properties
under construction (project development) was deter-
mined by the valuation expert NAI Apollo, an inde-
pendent industry specialist that has appropriate, rec-
ognised professional qualifications and up-to-date
experience regarding the location and category of the
properties.

The valuation of the yielding investment properties
includes assumptions regarding rent, growth in mar-
ket rent, vacancies, maintenance costs and discount/
capitalisation rates. The investment properties under
development are measured according to the residual
method including assumptions on the remaining con-
struction and financing costs, estimates on the future
rental income as well as on the discount/capitalisation
rates. Although these assumptions are made to reflect
the conditions present as of the valuation date as ac-
curately as possible by using up to date and the most
relevant market data available, they are still subject to
uncertainties. Market data, which the assumptions are
based on, may change and lead to either positive or
negative value adjustments in the future, impacting
the profit or loss from changes in fair value of invest-
ment properties in the period that such a change in
estimations occurs. In addition, the investment prop-
erties under development are unique in terms of size,
location, regulation and different type of use. There-

fore, there are no comparable transaction prices and



more reliance is placed on the assumptions specifical-
ly made for the property under development when
applying the residual value approach.

Note 8/3 — Control analysis

The Group exercises judgement in examining control
over investees. For the purpose of this assessment,
the Group examines the structure and characteris-
tics of the investee companies, the relevant activities
and shareholder agreements in these companies, as
well as potential voting rights. In accordance with
this examination, the Group exercises discretion as
to whether it has the current ability to direct relevant
activities in the investees, whether its rights in these
companies are substantial and provide power over
the investee and whether it has the ability to use its
power to affect the returns from its investment. De-
termining the existence of control may affect the
consolidation of the assets, liabilities and results of
operations of the investee companies.

Note 8/3 -Significant influence analysis

The Group exercises judgement in examining signifi-
cant influence over investees. For the purpose of this
assessment, the Group examines its voting rights in
the investee, whether it has board representation, the
relative size and dispersion of the holdings of other
shareholders and the existence of potential voting
rights that are currently exercisable or convertible. In
accordance with this examination, the Group exercis-
es discretion as to whether it has the power to partici-
pate in the financial and operating policy decisions of
the investee. Determining the existence of significant
influence may lead to equity accounting regarding the
investee’s assets, liabilities and results of operations.
Note 19/20/21 — Regarding measurement of deriva-
tives at fair value (estimation)

Stand-alone derivatives, which mainly consist of inter-
est hedging instruments, are calculated by the financ-
ing bank and checked by management. The risk that
derivatives will not be appropriately valued exists,
since the Group needs to make judgements about the
estimation of the credit risk used by the lending bank
and about whether the bank used the appropriate mar-

ket observation for the other variables. New informa-
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tion may become available that causes the Group to
change its estimation, impacting the profit or loss from
changes in fair value of derivatives in the period that
such a change in estimations occurs.

In some cases, bonds and loans issued by the Group
contain embedded derivatives, which are measured at
fair value through profit or loss separately from their
host contract. These embedded derivatives include
the conversion option in convertible bonds or termina-
tion options that allow the Group to repay the respec-
tive bonds before the actual due date. These options
are assessed using an option pricing model (binomial
model). The main input factors in the option price mod-
el used are expected volatility and risk-free interest
rate, which mainly represent unobservable inputs.
Note 24 — Uncertain tax positions (judgements)
The extent of the certainty that the Group’s tax posi-
tions will be accepted (uncertain tax positions) and
the risk of it incurring any additional tax and interest
expenses. This is based on an analysis of a number
of matters including interpretations of tax laws and
the Group’s past experience. New information may
become available that causes the Group to change
its judgement, resulting in recognition of additional
income tax expense in the period that such a change
in judgement occurs.

Note 24 - Regarding the utilisation of losses car-
ried forward (estimations)

Deferred tax assets are recognised in respect of tax
losses carried forward when there is a high probability
that there will be taxable profits against which losses
carried forward can be utilised in the future. This as-
sessment relies on estimates and assumptions and
may involve a series of judgements about future
events. New information may become available that
causes the Group to change its estimation regarding
the utilisation of existing tax assets; any such changes
to deferred tax assets will impact tax income/expense
in the period that such a change in estimate occurs.
Note 25 — Revenue recognition

Both income from real estate inventories disposed of
as well as income from property development underlie

significant estimates and management judgements.
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Income from property development results from forward
sales and strongly relies on the project calculation in or-
der to measure project progress as well as projected
revenues. The project calculation is subject to manage-
ment estimates and assumptions. The Group uses the
cost-to-cost method to determine the project develop-
ment at each balance sheet date. Therefore, the incurred
costs are compared with the total project costs concern-
ing the actual business plan. The margin of each project
is calculated also on a project-by-project basis taking
into account the price agreed in the forward sale agree-
ment for each real estate inventory. The price agreed in
the forward sale agreement is generally subject to future
uncertainties, such as guaranteed letting rates or price
adjustment mechanisms, and is taken into account with
the most probable outcome. Since the price adjustment
mechanisms mainly take into account letting targets, the
achievement of which appears largely certain in the cur-
rent market environment, future reductions in sales rev-
enues are highly unlikely.
Similarly, income from real estate inventory disposed
of underlies management estimates and assumptions.
Revenue is measured at the transaction price agreed
under the contract and might involve management es-
timates, e.g., amount and timing of contingent consid-
eration and variable components. Management as-
sesses the respective probabilities of the possible
scenarios at each balance sheet date. In addition,
judgements may be required in case of disposals via
share deals to determine when the transfer of control
has occurred using the respective standards (e.g.,
IFRS 15/IFRS 10).

. Note 25 — Regarding principle versus agent consid-
erations (judgement)
The Group provides ancillary services to tenants, main-
ly utilities, which it re-charges to the tenants. The Group
uses judgement when it examines whether it acts as a
principal or as an agent in providing the services to ten-
ants. The Group examines the indicators in IFRS 15,
mainly whether it is primarily responsible for fulfilling
the promise to perform the specific services (i.e., as-
sumed the non-performance risk associated with such

services). For the ancillary services, the Group deter-
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mined that it is primarily responsible for fulling the
promise to perform the services, in particular due to the
non-performance and inventory risk assumed by the
Company. Therefore, the Group acts as a principle in
relation to promised ancillary services and recognises

revenue in the gross amount of consideration.

Determination of fair values and net realisable value

Preparation of the financial statements requires the Group

to determine the fair value of certain assets and liabilities.

Further information about the assumptions that were used

to determine fair value is included in the following notes:

. Note 6, investment properties;

. Note 17, Non-current assets and liabilities held for
sale and

. Note 32, Financial instruments

Inventories are measured at the lower of cost and net re-
alisable value. The latter is determined by estimating the
selling price in the ordinary course of business less the
estimated costs of completion and sale (residual ap-
proach). The remaining construction expenses as well as
the future selling prices are key inputs when determining
the net realisable value. Although these assumptions are
made to reflect the conditions present as of the valuation
date as accurately as possible by using the most up-to-
date and relevant market data available, they are still sub-
ject to uncertainties. Market data on which the assump-
tions are based may change and lead to write-down
impacting the profit or loss in the period when such a
change in estimations occurs. In addition, inventories are
mostly unique in terms of size, location, regulation and po-
tential use. Therefore, there are no comparable transaction
prices and more reliance is placed on the assumptions spe-
cifically made for the property when determining the net

realisable value.

When assessing the recoverability in regard to outstanding
balances from the property asset disposals, for which col-
laterals are in place, the determination of the fair value of
the collateral underlies management judgements and esti-

mations as outlined above.
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When measuring the fair value of an asset or liability, the ~ H. Initial application of new standards,

Group uses observable market data as far as possible. amendments to standards and interpretations

Fair values are categorised into different levels in a fair

value hierarchy based on the inputs used in the valuation = The following new or amended standards and interpreta-

techniques as follows: tions became mandatory for the first time in 2022 and

have been applied:

. Level 1: quoted prices (unadjusted) in active markets
for identical assets or liabilities.

. Level 2: inputs other than quoted prices included in
Level 1 that are observable for the asset or liability,
either directly or indirectly.

. Level 3:inputs for the asset or liability that are not based

on observable market data (unobservable inputs).

Effective date of initial

Standard/Interpretation Title IASB effective date” application in the EU"
Amend. IFRS 3 References to the conceptual framework 1Jan 2022 1Jan 2022
Amend. IAS 16 Proceeds prior to the intended use 1Jan 2022 1Jan 2022
Amend. IAS 37 Onerous contracts and contract cost 1Jan 2022 1Jan 2022
Annual improvements (2018-2020) Amend. to IFRS 1, IFRS 9, IAS 41 and IFRS 16 1Jan 2022 1Jan 2022

1) For financial years beginning on or after that date

Amendment IFRS 3, IAS 16 and IAS 37

The amendment to IAS 37 ,Provisions, Contingent Liabilities and

Contingent Assets® includes a clarification on the

definition of settlement costs. The costs used to identify onerous contracts include both direct and indirect cost to the

extent that those indirect cost are incremental to the contract.

The amendment to IFRS 3 ,Business Combinations® relates exclusively to an adjustment to the references made to the

framework.

The amendment to IAS 16 ,Property, Plant and Equipment” clarifies that costs and revenues from the production and

sale of items produced during the construction phase of an asset are to be recognised in profit or loss.

Annual improvements (2018-2020)

The annual improvements only include minor changes to IFRS 1, IFRS 9, IFRS 16 and IAS 41.
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. New standards and interpretations not yet applied

Application of the following standards, interpretations and amendments was not mandatory for the 2022 financial year
and the Group did not choose to apply them in advance. After a preliminary assessment, the Group does not expect
material impacts on the financial statements. The respective changes and their mandatory dates of implementation are

outlined in the table below:

Relevant new standards, interpretations and amendments Endorsement Effective date
to existing standards and interpretations status in the EU for Group

Amendments to standards

Presentation of Financial Statements and IFRS Practice state- endorsed on 3
ment 2: Disclosure of Accounting policies March 2022

Presentation of Financial Statements: Classification of Liabili-
ties as Current or Non-current

Accounting policies, Changes in Accounting Estimates and endorsed on 3

IAS 8 1Jan 2023
Errors: Definition of Accounting Estimates March 2022 an

IAS 12 In(?c?me Taxes: I?eferred tax rglated to Assets and Liabilities endorsed on 11 1 Jan 2023
arising from a Single Transaction August 2022

IFRS 16 Lease liabilities in a Sale and Leaseback pending 1Jan 2024
Insurance contracts: Initial Application of IFRS 17 and IFRS 9 endorsed on

IFRS 17 ) o PP 8 September 1Jan 2023
Comparative Information

2022
New Standards
IFRS 17 Insurance contracts endorsed on 23 1Jan 2023

Nov 2021
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l. Uncertainties on the continuation as a go-
ing concern

The Company’s operational earnings power is generally
sufficient to cover ongoing expenses, including the inter-
est incurred. However, it is not sufficient to repay out-
standing bonds or other debt financing. Throughout
2022, certain financial covenants limited the Group’s abil-

ity to incur new debt and refinance upcoming maturities.

In 2022, the Group was faced with a critical liquidity po-
sition and upcoming debt maturities, for example with
ADLER Real Estate AG’s senior unsecured notes. If ADLER
Real Estate AG (e.g.) failed to meet the upcoming matur-
ities in 2023, creditors under several financing arrange-
ments would have been entitled by cross-default provi-
sions to terminate those financing arrangements and
declare the relevant debts immediately due and paya-
ble. Such non-consensual and uncoordinated accelera-
tion of outstanding debt would have risked significant
value destruction, as the Group would have been unable
to satisfy these material accelerated debt obligations
given its liquidity position and inability to sell assets at
the necessary speed and price. As a result, in this sce-
nario, the directors of the debtor entities would have had
a statutory duty to file those relevant Group companies

into bankruptcy or insolvency proceedings.

Due to the above risks, the Group proposed a Restructur-
ing Plan aimed to facilitate a successful implementation of
amendments to the senior unsecured notes and complete

a wider financial Restructuring of the Group.

On 12 April 2023, the Restructuring Plan was sanctioned

by the High Court of Justice of England and Wales. Pursu-

ant to the Restructuring Plan, the senior unsecured notes
were amended to provide, among other things:

. 2.75% coupons increase until 31 July 2025; after
which time, the coupons revert to their respective
prior levels;

. extension of the maturity date of AGPS BondCo
PLC’s EUR 400,000,000 1.500% unsecured notes
due 2024 from 26 July 2024 until 31 July 2025;
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. amendments restricting the incurrence of certain in-
debtedness by the Group, subject to certain carve-outs
such as allowing the Group to incur EUR 937,500,000
of new financing via four term loan facilities (“New
Money Funding”) and refinance certain existing in-
debtedness;

. amendments to the reporting covenants that tempo-
rarily alleviate the reporting obligations placed on
the Group; and

. amendments to certain other restrictive covenants to
support the new capital structure and liquidity posi-

tion of the Group.

The Restructuring Plan and related amendments provide
the liquidity needed to manage the Group’s upcoming
debt maturities, stabilise its business operations and

hence, continue as a going concern.
Note 3 - Basis of consolidation
Consolidation methods

The consolidated financial statements comprise the
Company and the subsidiaries it controls. The Group
controls an entity when it is exposed to, 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. The financial statements of subsidiaries
are included in the consolidated financial statements
from the date on which control commences until the date

on which control ceases.

In addition to the Company, 515 subsidiaries (2021: 568)
have been included in these consolidated financial

statements.

When buying a company holding real estate assets
(“Property Company”), the Group exercises judgement
to determine whether it is the purchase of a business or
a group of assets and liabilities, for the purpose of deter-
mining the accounting treatment of the transaction. In
determining whether a Property Company is a business,

the Group examines, inter alia, the nature of existing pro-
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cesses in the Property Company, including the extent
and nature of management, security, cleaning and main-
tenance services provided to tenants. In transactions in
which the acquired company is a business, the transac-
tion is accounted for as a business combination accord-
ing to IFRS 3.

However, in transactions in which the acquired Property
Company is not a business, the acquisition cost, including
transaction costs, is allocated in proportion to the identi-
fied assets and liabilities acquired, based on their relative
fair values at the acquisition date. In this case, neither
goodwill nor deferred taxes on the temporary difference

existing at the date of acquisition are recognised.

Intra-Group balances and transactions, and any unreal-
ised income and expenses arising from intra-Group
transactions, are eliminated. Unrealised losses are elim-
inated in the same way as unrealised gains but only to

the extent that there is no evidence of impairment.

Non-controlling interests comprise the equity of a sub-
sidiary that cannot be attributed, directly or indirectly, to
the Company. Profit or loss and any part of other com-
prehensive income are allocated to the owners of the

Company and the non-controlling interests.

For changes in the consolidation scope without loss of
control (such as increase/decrease in the percentage
held in the investee), the Group adjusts the carrying
amounts of the controlling and non-controlling interests
to reflect the changes in the relative interests in the sub-
sidiaries according to IFRS 10.B96. The resulting gains or

losses are presented within owner’s equity.

A put option granted by the Group to non-controlling in-
terests that is settled in cash or another financial instru-
ment is recognised as a liability at the present value of the
exercise price. In subsequent periods, changes in the val-
ue of the liability and dividends distributed to non-
controlling interests in respect of put options are recog-
nised in equity. The Group’s share of a subsidiary’s profits

includes the share of the non-controlling interests to
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which the Group granted a put option, also when the non-
controlling interests have access to the returns arising

from the interests in the investee company.

Note 4 - Significant accounting
policies

A. Investment properties

Investment property is property held to earn rental income
or for capital appreciation or both and is not owner-occupied

or held for sale in the ordinary course of business.

Investment property is initially measured at cost, including
transaction costs. In subsequent periods, investment prop-
erty is measured at fair value, and changes in fair value are

recognised in the statement of profit and loss.

Gains and losses on the disposal of investment property
are determined by comparing the net proceeds from the
disposal with the asset’s carrying amount (the fair value of
the investment property as at the disposal date). The gains
and losses on the disposal of investment properties is rec-
ognised when the significant risks and rewards of owner-
ship have been transferred to the buyer, provided that the
Group has no further substantial acts to complete under

the contract.

In certain circumstances the Group may decide to change
the use of existing buildings that are rented out and classi-
fied as investment property into trading properties; the
Group then begins the process of converting such build-
ings. When the conversion is completed, the necessary ap-
provals are received and the marketing of the apartments
begins, the aforesaid buildings are reclassified from invest-
ment properties to trading properties. The cost of trading
properties is determined according to the fair value at the

time of the change in use.

Projects to develop real estate with a view to be used as
part of the Group's yielding portfolio (build-to-hold) are

classified as investment property. Projects to develop real



estate with a view to sale (build-to-sell) are classified as
inventories. Such classification is made at the commence-
ment of project development or the date when a real estate

development project is acquired from third parties.

In certain cirumstances, the Group changes its asset man-
agement strategy for real estate development projects
from ,build-to-hold“ to ,build-to-sell“. A change in man-
agement’s intentions for the use of a property in itself,
however, does not provide sufficient evidence for a trans-
fer of a project from investment property to inventories.
Reclassification is made only when the Group actually
ceases to develop a project as build-to-hold and com-
mences development of a distinct project as build-to-sell.
That is why the presentation of investment properties in
the consolidated financial statements may differ from the
assets management strategy laid out in other means of

investor communication.

The Group presents advances in respect of investment
properties as non-current assets and does not include
them as part of the investment properties. In subsequent
periods, when the transactions are completed, the advanc-

es are reclassified to investment properties.

B. Investments accounted under the
equity method

Investments over which the Group exerts significant influ-
ence — generally as a result of shareholdings between
20% and 50% — are basically measured using the at-equity
method. For investments requiring measurement using
the equity method, the acquisition cost is increased or de-
creased each year by the changes in equity attributable

to the Group.

Gains and losses from transactions between Group com-
panies and associates are eliminated based on the
Group’s share in the associates. Gains and losses from

transactions between associates are not eliminated.
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C. Lease accounting (IFRS 16)

Leases in which the Group is the lessee

The Group has lease agreements with respect to the fol-

lowing items:

1. Leasehold contracts for land (leaseholds);

2. Leases for office space, garages and storage
space (property);
Leases for cars and commercial vehicles (vehicles);
Leases for hardware and heating equipment

(hardware and contracting).

Information regarding material lease agreements

. Leasehold contracts have terms of up to 200 years.
The lessee has no renewal or purchase options.
Some of the leasehold payments are index-linked.
The right-of-use assets arising from leasehold con-
tracts meet the definition of the investment proper-
ties and are accounted for using IAS 40.

. The Group leases office space, garages and storage
space. These leases typically do not have a fixed
term and can be terminated by the contracting par-
ties observing a defined notice period. In assessing
the term of such leases, the Group assumed that the
respective leases will remain in effect for five years,
unless there were specific indications of shorter use.
Some leases provide for additional lease payments
based on changes in local price indexes.

. The Group enters into lease agreements for cars and
commercial vehicles which typically have a term of
three to four years. Typically there are no renewal or
purchase options, or such options are not exercised.

. The Group leases hardware and heating equipment
(contracting). The terms for leases for hardware are
typically between four and five years. Typically there
are no renewal or purchase options, or such options
are not exercised. In the context of contracting
agreements, the leases for heating equipment will
gradually expire by 2031 at the latest and will not be

renewed.
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On the inception date of the lease, the Group determines
whether the arrangement is a lease or contains a lease,
while examining if it conveys the right to control the use of
an identified asset for a period of time in exchange for
consideration. In its assessment of whether an arrange-
ment conveys the right to control the use of an identified
asset, the Group assesses whether it has the following

two rights throughout the lease term:

(1) The right to obtain substantially all the economic ben-

efits from use of the identified asset; and

(2) The right to direct the identified asset’s use.

The Group has chosen to apply the following expedients:

. Apply the practical expedient regarding the recogni-
tion and measurement of leases where the underly-
ing asset has a low value. These leases continue to
be recognised in profit or loss over the term using
the straight-line method;

. Apply the practical expedient regarding the recogni-
tion and measurement of short-term leases that end

within 12 months from the date of commencement.

The leases with low value underlying assets typically relate
to office equipment, emergency call devices in lifts, smoke

alarms, heating and water meters.

For all lease contracts that meet the definition of leases
according to IFRS 16, the Company recognises lease liabil-
ities equal to the present value of the future lease pay-
ments, discounted using the term-specific incremental bor-
rowing rate. Correspondingly, right-of-use assets are
recognised in the amount of the lease liabilities, plus any

advance payments or any initial direct costs.
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Periods resulting from extension or termination options
granted on a unilateral basis are assessed on a case-by-
case basis and are only taken into account if their use is suf-

ficiently probable - for example, due to financial incentives.

The Group reports right-of-use assets that do not meet the
definition of investment property in its statement of finan-
cial position separately. Accordingly, the current and
non-current portion of lease liabilities are presented sepa-
rately in the statement of financial position. Right-of-use
assets to investment property (leaseholds) measured at fair
value in accordance with IAS 40 are likewise measured at

fair value and reported under investment properties.

Leases in which the Group is the lessor

The Group leases investment properties and leaseholds to
tenants. The Group classifies these leases as operating
leases as the lessee does not receive substantially all of
the risks and rewards incidental to ownership. For the resi-
dential properties, leases are generally subject to the

three-month statutory term of notice.

The Group recognises operating lease payments as reve-
nue on a straight-line basis over the lease term. The Group
charges the tenants for land tax and building insurance in-
curred. Land tax and building insurance do not transfer
goods and services to tenants and fall within the scope of
IFRS 16 (see Note 31).

D. Inventories including acquired land
and buildings

Inventories are measured at the lower of cost and net real-
isable value. The net realisable value is the estimated sell-
ing price in the ordinary course of business less the esti-
mated costs of completion and sale. The cost of inventories
includes expenses incurred in acquiring the inventories
(i.e., land and buildings) and related purchase costs. The
cost of inventories also includes a reasonable share of the
indirect overheads based on normal production capacity

as well as attributable borrowing costs.



E. Restricted bank deposits

Restricted bank deposits consist of deposits in banks that
the Group has pledged to secure banking facilities, depos-
its received from tenants, and restricted proceeds from
condominium sales. The Group cannot use these deposits
freely for operations. The basis of measurement of the re-

stricted bank deposits is amortised cost.

F. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, de-
posits in banks and short-term investments with an origi-
nal term of up to three months. The basis of measurement

of the cash and cash equivalents is amortised cost.

G. Financial instruments

(1) Non-derivative financial assets

The Group initially recognises trade receivables and debt
instruments issued on the date that they are created. All
other financial assets are recognised initially on the trade
date at which the Group becomes a party to the contrac-
tual provisions of the instrument. Except for items meas-
ured at fair value through profit or loss, a financial asset is
initially measured at fair value plus transaction costs that
are directly attributable to the acquisition or issuance of
the financial asset. A trade receivable without a signifi-
cant financing component is initially measured at the
transaction price. Receivables originating from contract
assets are initially measured at the carrying amount of the
contract assets on the date classification was changed

from contract asset to receivables.

Derecognition of financial assets

Financial assets are derecognised when the contractual
rights of the Group to the cash flows from the asset expire,
or the Group transfers the rights to receive the contractual
cash flows on the financial asset in a transaction in which
substantially all the risks and rewards of ownership of the

financial asset are transferred. When the Group retains sub-
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stantially all of the risks and rewards of ownership of the fi-

nancial asset, it continues to recognise the financial asset.

Classification of financial assets into categories and the

accounting treatment of each category

Financial assets are classified at initial recognition to one of
the following measurement categories: amortised cost, fair
value through profit or loss or fair value through other com-

prehensive income.

Financial assets are not reclassified in subsequent peri-
ods unless, and only if, the Group changes its business
model for the management of financial debt assets, in
which case the affected financial debt assets are reclassi-
fied at the beginning of the period following the change in

the business model.

A financial asset is measured at amortised cost (aac) if it
meets both of the following conditions and is not designat-

ed at fair value through profit or loss:

. It is held within a business model, the objective of
which is to hold assets so as to collect contractual cash
flows; and

. The contractual terms of the financial asset give rise
to cash flows representing solely payments of princi-
pal and interest on the principal amount outstanding

on specified dates.

All financial assets not classified as measured at amortised
cost as described above, as well as financial assets desig-
nated at fair value through profit or loss, are measured at

fair value through profit or loss (afvtpl).

The Group has balances of trade and other receivables,
financial assets and deposits that are held within a busi-
ness model, the objective of which is to collect contractu-
al cash flows. The contractual cash flows of these finan-
cial assets represent solely payments of principal and
interest, which reflects consideration for the time value of
money and the credit risk. Accordingly, these financial as-

sets are measured at amortised cost.
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Assessment whether cash flows are solely payments of

principal and interest

For the purpose of assessing whether the cash flows are
solely payments of principal and interest, “principal” is de-
fined as the fair value of the financial asset on initial recog-
nition. “Interest” is defined as consideration for the time
value of money, for the credit risk associated with the prin-
cipal amount outstanding during a particular period of time
and for other basic lending risks and costs, as well as a

profit margin.

In assessing whether the contractual cash flows are solely
payments of principal and interest, the Group considers
the contractual terms of the instrument. This includes as-
sessing whether the financial asset contains a contractual
term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In

making this assessment, the Group considers:

. contingent events that would change the timing or
amount of the cash flows;

. terms that may change the stated interest rate, in-
cluding variable interest; and

. terms that limit the Group’s claim to cash flows from
specified assets (for example a non-recourse finan-

cial asset).

Subsequent measurement and gains and losses

Financial assets at fair value through profit or loss (aafvPL)

If the contractual cash flows of the financial assets do not
solely represent payments of principal and interest, they
are measured at fair value through profit or loss. Net gains
and losses, including any interest income or dividend in-
come, are recognised in profit or loss (other than certain

derivatives designated as hedging instruments).
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Financial assets at amortised cost (aac)

These assets are subsequently measured at amortised
cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income,
foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecog-

nition is recognised in profit or loss.

Financial assets at fair value through other comprehen-

sive income (aafvOCI)

These assets are subsequently measured at fair value.
Net gains and losses, including any interest income or
dividend income, are recognised in other comprehen-

sive income.

(2) Non-derivative financial liabilities

Non-derivative financial liabilities include bonds, loans
and borrowings from banks and others, trade and other

payables.

The Group initially recognises financial liabilities on the
trade date when the Group becomes a party to the con-
tractual provisions of the instrument. The Group derec-
ognises a financial liability when its contractual obliga-

tions are discharged or cancelled or expire.

Such financial liabilities are recognised initially at fair
value less any directly attributable transaction costs.
Subsequent to initial recognition, these financial liabili-
ties are measured at amortised cost using the effective

interest method (flac).

An exchange of debt instruments having substantially dif-
ferent terms between an existing borrower and lender is
accounted for as an extinguishment of the original finan-
cial liability and the recognition of a new financial liability
at fair value. In such cases, the entire difference between
the amortised cost of the original financial liability and the
fair value of the new financial liability is recognised in

profit or loss as financing income or expense.



The terms are substantially different if the discounted
present value of the cash flows according to the new
terms (including any commissions paid, less any commis-
sions received and discounted using the original effec-
tive interest rate) is different by at least ten percent from
the discounted present value of the remaining cash
flows of the original financial liability. In addition to the
aforesaid quantitative criterion, the Group also examines
qualitative factors, inter alia, whether there have also
been changes in various economic parameters inherent

in the exchanged debt instruments.

(3) Share capital — ordinary shares

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of ordinary shares are rec-

ognised as a deduction from equity, net of any tax effects.

Incremental costs directly attributable to an expected is-
suance of an instrument that will be classified as an equity
instrument are recognised as an asset in deferred ex-
penses in the statement of financial position. The costs
are deducted from the equity upon the initial recognition
of the equity instruments, or recognised in profit or loss
as finance expense if the issuance is no longer expected

to take place.

(4) Derivative financial instruments, including hedge

accounting

The Group enters into contracts for derivative financial
instruments such as interest rate swaps (SWAP) to hedge
risks associated with variable interest rate bank loans.
The Group holds the derivatives as an economic hedge
without designating them for a hedge relationship. The
stand-alone derivatives are measured at fair value

through profit and loss (lafv).
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Recycling of cash flow hedge reserve to profit and loss

For the hedge relationships the amount recognised in
the other comprehensive income is transferred to profit
or loss in the same period as the hedged cash flows af-
fect profit or loss under the same line item as the hedged

item in the statement of profit or loss.

(5) Hybrid financial instruments (convertible bond)

Liabilities that are convertible into shares at the option of
the holder, including a cash settlement option in favour of
the Group, are a hybrid instrument (combined) that is fully
presented as a financial liability. The instrument is split into
two components for measurement purposes: a liability
component without a conversion feature that is measured
at amortised cost according to the effective interest meth-
od, and a conversion option that is an embedded deriva-

tive and is measured at fair value at each reporting date.

Separable embedded derivatives that do not serve

hedging purposes

Embedded derivatives are separated from the host con-
tract and accounted for separately if the host contract is
not a financial asset. Embedded derivatives are separat-

ed from the host contract and accounted for separately if:

(@) the economic characteristics and risks of the host con-
tract and the embedded derivative are not closely related;
(b) a separate instrument with the same terms as the em-
bedded derivative would meet the definition of a deriva-
tive; and

(c) the combined instrument is not measured at fair value

through profit or loss.
Changes in the fair value of separable embedded deriva-

tives are recognised in profit or loss, as financing income

or expense.
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H. Impairment

(1) Non-derivative financial assets

Financial assets

The Group recognises allowances for expected credit loss-

es in respect of financial assets at amortised cost.

Under the general approach, the deterioration or im-
provement of the credit quality of a finanical asset is re-

flected in three different measurement stages.

Stage 1 (12-month expected credit loss): to be applied to
all items from their date of initial recognition unless there

has been a significant deteriotation in credit quality;

Stage 2 (lifetime expected credit loss - not credit im-
paired): to be applied where the credit risk of a financial
asset or a group of financial instruments has increased

significantly;

Stage 3 (lifetime expected credit loss - credit impaired): to
be applied where there is objective evidence of impair-

ment.

The Group has elected to measure the provision for ex-
pected credit losses in respect of trade receivables and
contract assets, which comprise a very large number of
small balances, at an amount equal to the full lifetime
credit losses of the instrument (simplified approach). The
Group uses a credit loss matrix when calculating expect-
ed credit losses in respect of trade receivables from ten-
ants and contract assets. The matrix is based on historical

default rates and takes into account future expectations.

For other receivables, the expected credit losses are indi-
vidually estimated taking into account the credit quality

and credit enhancements in place.
When determining whether the credit risk of a financial as-

set has increased significantly since initial recognition, and

when estimating expected credit losses, the Group consid-
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ers reasonable and supportable information that is rele-
vant and available with no undue cost or effort. Such infor-
mation includes quantitative and qualitative information,
and an analysis based on the Group’s past experience and
informed credit assessment, and it includes forward look-

ing information.

The Group assumes that the credit risk of a financial asset
has increased significantly since initial recognition when
contractual payments are past due for more than 30 days
unless there is reasonable and supportable information
available to demonstrate that the credit risk has not in-

creased significantly since initial recognition.

The Group considers a financial asset to be in default when:

. the borrower is unlikely to pay its credit obligations
to the Group in full; or
. the contractual payments of the financial asset are

past due for more than 180 days.

Lifetime expected credit losses are expected credit losses
that result from all possible default events over the expect-
ed life of the financial asset. The maximum period consid-
ered when assessing expected credit losses is the maxi-
mum contractual period over which the Group is exposed

to credit risk.

Measurement of expected credit losses

Expected credit losses are a probability-weighted estimate
of credit losses. Credit losses are measured as the nominal
value of the cash flows due to the Group in accordance
with the contract and the cash flows that the Group ex-

pects to receive.

Credit-impaired financial assets

At each reporting date, the Group assesses whether finan-
cial assets carried at amortised cost are credit-impaired. A
financial asset is credit-impaired when one or more events
that have a detrimental impact on the estimated future

cash flows of the financial asset have occurred.



Evidence that a financial asset is credit-impaired includes a
breach of contract such as a default or payments being

past due.

Presentation of provision for expected credit losses in

the statement of financial position

Provisions for expected credit losses of financial assets
measured at amortised cost are deducted from the gross

carrying amount of the financial assets.

Write-off

The gross carrying amount of a financial asset is written off
when the Group does not have reasonable expectations of
recovering a financial asset in its entirety or a portion there-
of. This is usually the case when the Group determines that
the debtor does not have assets or sources of income that
may generate sufficient cash flows for paying the amounts
being written off. However, financial assets that are written
off could still be subject to enforcement activities in order
to comply with the Group’s procedures for recovery of

amounts due. Write-off constitutes a derecognition event.

(2) Non-financial assets

At each reporting date, the Group reviews the carrying
amounts of its non-financial assets (other than investment
properties, trading properties and deferred tax assets) to
determine whether there is any indication of impairment.
The next step involves estimating the recoverable amount
of the group of cash-generating units (CGU). This corre-
sponds to either the fair value less costs of sale or the
value in use, whichever is higher. Determining the value in
use includes adjustments and estimates regarding the
forecast and discounting of the future cash flows. Al-
though the management believes that the assumptions
used to determine the recoverable amount are appropri-
ate, any unforeseeable changes in these assumptions
could result in impairment losses, with a detrimental im-
pact on the net assets, financial position and results of
operations. If any such indication exists, then the asset’s

recoverable amount is estimated.

3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

Goodwill is tested annually for impairment. For the pur-
pose of goodwill impairment testing, goodwill acquired in
a business combination is allocated to the respective
CGUs that are largely independent of the cash inflows of
other assets and are expected to benefit from the syner-
gies of the business combination. Each unit or group of
units to which the goodwill is so allocated represents the
lowest level within the Group at which the goodwill is
monitored for internal management purposes and is not
larger than an operating segment. The value in use is de-
rived from the estimated future free cash flows. These are
based on the ten-year detailed planning phases specific
to the cash-generating units and perpetual annuities for
the subsequent period. The detailed planning phases and
perpetual annuities include both contractually agreed de-
velopment projects and new development projects
planned with standard expected margins reflecting sus-
tainable business development. Both the agreed proper-
ty projects and the planned inventory projects consider
experience from previous years and management fore-

casts for the development of the property market.

l. Provisions

Provisions are recognised in other payables when the
Group has a present, legal or constructive obligation as a
result of a past event that can be estimated reliably and it
is probable that it will require an outflow of resources em-

bodying economic benefits to settle the obligation.

The Group recognises indemnification as an asset if, and
only if, it is virtually certain that the indemnification will be
received if the Group will settle the obligation. The amount
recognised for the indemnification does not exceed the
amount of the provision. Provisions are measured on the

basis of discounted expected future cash flows.

J. Employee benefits

Share-based payment transactions

The grant-date fair value of equity-settled share-based

payment awards granted to employees is recognised as an
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expense, with a corresponding increase in equity, over the
vesting period of the awards. The amount recognised as an
expense is adjusted to reflect the number of awards for
which the related service and non-market performance
conditions are expected to be met, such that the amount
ultimately recognised is based on the number of awards
that meet the related service and non-market performance

conditions at the vesting date.

For share-based payment awards with market perfor-
mance vesting conditions, the grant-date fair value of the
share-based payment awards is measured to reflect such
conditions, and therefore the Group recognises an ex-
pense in respect of the awards whether or not the condi-

tions have been met.

Share-based payment arrangements in which equity instru-
ments are granted by the parent company to the employees
of the Group are recognised in the reserve from transac-
tions with the controlling shareholder. Share-based pay-
ment arrangements in which the Company’s equity instru-

ments are granted are recognised in the retained earnings.

K. Revenue recognition

Revenue from contracts with customers

In addition to rental income which represents a major
source of income within scope of IFRS 16, the Group also
generates revenue from a number of contracts with cus-
tomers which fall in the scope of IFRS 15 Revenue from
Contracts with Customers. The Group recognises revenue
when the customer obtains control over the promised
goods or services. The revenue is measured according to
the amount of the consideration to which the Group ex-
pects to be entitled in exchange for the goods or services
promised to the customer, other than amounts collected

for third parties.

The Group’s key sources of revenue under IFRS 15 include:

. revenue from charged costs of utilities and facility ser-

vices;
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. revenue from sale of trading properties (condomini-
ums);
. revenue from property development;

. revenue from real estate inventories disposed of.

Revenue from charged costs of utilities and facility ser-

vices

The Group provides ancillary services to tenants, mainly
utilities such as heating, cold water, draining, street clean-
ing, gardening, which it recharges the tenants. Each prom-
ised service is accounted for as a single performance obli-
gation. The performance obligation is satisfied over time in
accordance with IFRS 15.3, because the tenant simultane-
ously receives and consumes the benefits while they are
rendered by Group and the Group’s performance does not
create an asset with alternative use whereby the Group has
an enforceable right to payment for performance complet-
ed to date. Revenue from the rendering of these services is
recognised by reference to the stage of completion at the
end of the reporting period. Under this method, revenues
are recognised in the accounting periods in which the ser-
vices are rendered. The tenants perform advance pay-
ments in relation to ancillary services which are due month-
ly and are payable immediately. The liabilities from advance
payments of ancillary services are reported net with con-
tract assets from the services completed to date. Depend-
ing on the balance, the net amount is presented either as
accrued receivables under trade receivables or as contract

liabilities under trade payables.

Revenue from sale of trading properties (condominiums)

The Group enters into contracts with customers to sell
trading properties. The promised goods and services
identified in the contract mainly include condominiums.
The promised transfer of ownership of the trading proper-
ties is accounted for as a single performance obligation
which is satisfied at the point in time when the control is
transferred to the customer, which is generally expected
to be when legal title is transferred. The customer con-
tract specifies a fixed or a determinable amount as con-

sideration and an immediate payment term whereby the



transfer of control and payment occur simultaneously.
Revenue from the sale of trading properties is measured

at the fair value of the consideration.

Revenue from property development

The Group enters into forward sale contracts, i.e., the sale
of properties before their completion with institutional or
individual customers. The Group differentiates between
two different types of development projects for which rev-
enue is recognised over time: forward sales of develop-
ment projects to institutional investors and the forward

sale of apartments primarily to individuals.

Forward sales of development projects to institutional inves-
tors are separated into two material performance obliga-
tions, one involving the sale of land and the other represent-
ing the development work performed. Whereas the
development work is accounted for over time on a percent-
age of completion basis, revenue for the sale of the land is
recognised at the point in time when the customer obtains
control over the land, typically at the end of the forward sale.
For the accounting of forward sales of apartments to individ-
uals only one performance obligation is assumed. The
agreed total revenue from the contract is allocated to the
performance obligations for land and development in ac-
cordance with the relative stand-alone selling prices. The
relative stand-alone selling prices are estimated by using
the standard land values for the land performance obliga-
tion, taking into account the gross floor area plus capitalised
interest up to the date of conclusion of the forward sales
contract, and for the development performance obligation
the remaining costs of the project plan thereafter plus the
margin or a minimum margin planned. Revenue for the land
performance obligation is recognised at the point in time
when the title passes and revenue for the performance obli-

gation development project is recognised over time.

For the accounting of forward sales of apartments to indi-
viduals only one performance obligation is assumed,
namely the development of the respective apartment. Sim-
ilarly, the development work is accounted for over time on

a percentage of completion basis.
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Upon conclusion of a forward sales contract, the Group be-
gins to recognise revenue from property development over
a certain period of time, provided that planning permission
had already been granted at the time the contract was con-
cluded. If planning permission is granted after the contract
has been signed, the period-related revenue recognition
does not commence until the building permit (“Baugeneh-
migung”) is granted, as the forward sales customer usually
has the right to withdraw from the contract before the

building permit is granted.

Revenue recognised over time is calculated using the “Per-
centage of Completion” method, which determines the
stage of completion of the development project on the ba-
sis of the costs incurred in relation to the expected total
costs. Revenue over the period is determined according to
the stage of completion of the development project, which
is calculated on the basis of the costs incurred in relation to
the expected total costs. In the Group’s opinion, this meth-
od is the most reliable way of estimating the stage of com-
pletion of a project because potential cost overruns are
immediately identified and taken into account. If the con-
tract revenue cannot be reliably estimated, it is recognised
without a margin in the amount of the contract costs in-
curred. If contract losses are expected, appropriate provi-
sions are recognised in the statement of profit or loss, so
that the contract loss is fully recognised before the comple-

tion of the contract.

The timing of revenue recognition, invoicing and cash col-
lections results in billed accounts receivables, unbilled re-
ceivables (contract assets) and customer advances (con-
tract liabilities) in the Statement of Financial Position. In the
Group’s development activities, amounts are billed as work
progresses in accordance with agreed-upon contractual
term, either at periodic intervals or upon achievement of
sub-works (“baurechtliche Gewerke”). The completion of
these sub-works is usually confirmed by external experts
or the customers itself. Generally, billing occurs subse-
quent to revenue recognition resulting in contract assets.
However, the Group sometimes receives advances from its
customers before revenue is recognised, resulting in con-

tract liabilities. These assets and liabilities are reported in
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the Consolidated Statement of Financial Position on a con-
tract-by-contract basis at the end of each reporting period.
Based on the expected date of advance payment by the
customer, which is presented net after offset with relating
gross contract amount on contract basis, the Group consid-
ers contract assets which are realised within a period of
one year from the reporting date as current, whereas con-
tract assets which are realised after more than one year are

classified as non-current.

The outstanding performance obligations from the custom-
er contracts relate to the completion of the construction of
the buildings and usually do not include any obligations of
the Group concerning returns or similar obligations and

only includes the statutory warranties.

Revenue from real estate inventories disposed of

Occasionally, the Group enters into contracts with custom-
ers to sell development projects in current state (up-front
sales). Revenue from the sale is recognised when the con-
trol has been transferred to the customer; this is usually the
case when transferring ownership rights, benefits and obli-
gations arising from properties. It is required that there are
contractual arrangements with enforceable rights and obli-
gations and that it is likely that the consideration specified
will be received. The contracts in question include the
transfer of one or multiple development projects in current
state as performance obligation with a fixed or determina-
ble consideration and a specific point-in-time where the
transfer of control takes place. This is generally when the
legal title to the property is transferred. The consideration
is usually deposited on notary accounts and paid to the

Group when the control has been transferred.

The Group has elected to make use of the following practi-

cal expedients:

. The Group applies the practical expedient regarding
the consideration of material financing components,
according to which the consideration does not have
be adjusted for the effects of financing if it is expect-

ed at the time of conclusion of the contract that the
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period between the receipt of the consideration and
the time of realisation of the sale will not exceed one
year, IFRS 15.63;

. The Group applies the practical expedient to recog-
nise the incremental costs of obtaining a contract as
an expense when incurred if the amortisation period
of the asset that the Group otherwise would have
recognised is one year or less, IFRS 15.94;

. As a practical expedient, the Group does not dis-
close the information about its remaining perfor-
mance obligations if the performance obligation is
part of a contract that has an original expected dura-
tion of one year or less, IFRS 15.121;

. The Group applies the practical expedientin IFRS 15.121
and does not disclose information about the remaining
performance obligations for contracts in which the
Group has a right to consideration from tenants in an
amount that corresponds directly with the value to the

tenant of the Group’s performance completed to date.

L. Finance income and costs

Finance income comprises interest income on funds in-
vested including changes in the fair value of financial as-
sets or liabilities at fair value through profit or loss and
gains on hedging instruments that are recognised in prof-
it or loss. Interest income is recognised as it accrues in

profit or loss, using the effective interest method.

Finance costs comprise interest expense on borrowings,
changes in the fair value of financial assets or liabilities at
fair value through profit or loss, impairment losses recog-
nised on financial assets, losses from refinance and loss-
es on hedging instruments that are recognised in profit or
loss. All borrowing costs are recognised in profit or loss

using the effective interest method.

In the statements of cash flows, interest received is pre-
sented as part of cash flows from investing activities. In-
terest paid and dividends paid are presented as part of

cash flows from financing activities.



M. Taxation

Income tax on the profit or loss for the year comprises cur-

rent and deferred tax.

Current tax is the expected tax payable (or receivable) on
the taxable income for the year, using tax rates enacted or
substantively enacted at the reporting date. Current taxes
also include taxes in respect of prior years and any tax aris-

ing from dividends.

To the extent applicable, uncertainties of tax treatments
are adequately reflected as provisions and presented as

income tax liabilties.

Deferred tax is recognised in respect of temporary dif-
ferences between the carrying amounts of assets and
liabilities for financial reporting purposes and the
amounts used for taxation purposes. Deferred taxes are
not recognised for the following taxable temporary dif-

ferences:

. the initial recognition of goodwill;

. the initial recognition of assets and liabilities in a
transaction that is not a business combination and
that affects neither accounting nor taxable profit or
loss; and

. differences relating to investments in subsidiaries,
to the extent that the Group is able to control the
timing of the reversal of the temporary difference
and it is probable that they will not reverse in the
foreseeable future, either by way of selling the in-
vestment or by way of distributing dividends in re-

spect of the investment.

The measurement of deferred tax reflects the tax conse-
quences that would follow the manner in which the Group
expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities. For
investment property that is measured at fair value, there is
a rebuttable presumption that the carrying amount of the
investment property will be recovered through sale. De-

ferred tax is measured at the tax rates that are expected to
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be applied to temporary differences when they reverse,
based on the laws that have been enacted or substantively

enacted by the reporting date.

A deferred tax asset is recognised for unused tax losses,
tax benefits and deductible temporary differences, to the
extent that it is probable that future taxable profits will be
available against which they can be utilised. Deferred tax
assets are reviewed at each reporting date and are re-
duced to the extent that it is no longer probable that the

related tax benefit will be realised.

Deferred tax assets and liabilities are offset only on entity

level or within tax groups.

Current and deferred tax is charged or credited in profit or
loss, except when it relates to items charged or credited
directly to other comprehensive income or equity, in
which case the deferred tax is recognised in other com-

prehensive income or equity, respectively.

N. Earnings per share

The Group presents basic and diluted earnings per share
(EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary
shareholders of the Company by the weighted average
number of ordinary shares outstanding during the year.
Diluted EPS is determined by adjusting the profit or loss
attributable to ordinary shareholders of the Company and
the weighted average number of ordinary shares out-
standing, for the effects of all dilutive potential ordinary

shares, which comprise options granted to employees.

O. Non-current assets (liabilities) and disposal
groups held for sale

Non-current assets (or groups of assets and liabilities for
disposal) are classified as held for sale or distribution if it
is highly probable that they will be recovered primarily
through a sale transaction or a distribution to the owners
and not through continuing use. This applies also when

the Company is obligated to a sale plan that involves los-
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ing control over a subsidiary, whether or not the Company
will retain any post-sale non-controlling interests in the

subsidiary.

Immediately before classification as held for sale or distri-
bution, the assets (or components of a disposal group) are
re-measured in accordance with the Group’s accounting
policies. Thereafter, the assets (or components of a dis-
posal group) are measured at the lower of their carrying

amount and fair value less cost to sell.

Any impairment loss on a disposal group is initially allocat-
ed to goodwill, and then to the remaining assets and liabil-
ities on a pro rata basis, except when no loss is allocated to
assets that are not in the scope of the measurement re-
quirements of IFRS 5 such as: inventories, financial assets,
deferred tax assets, employee benefit assets, investment
property measured at fair value (IAS 40), which are contin-
ued to be measured in accordance with the applicable IF-

RSs and Group’s accounting policies.

In subsequent periods, depreciable assets classified as
held for sale or distribution are not periodically depreciat-
ed, and investments in associates classified as held for

sale are not accounted for by the equity method.

According to the Group’s accounting policy, investment
properties are accounted for as non-current assets held for
sale when notarised purchase contracts have been signed
or declaration of intent to purchase has been signed by
both parties as of the reporting date but transfer of the title
did not yet take place on the balance sheet date. Initially
they are recognised at the contractually agreed selling
price and subsequently at fair value less costs to sell, if the

latter is lower.
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Note 5 - Acquisitions and other
changes in the consolidation
scope

In 2022, 27 companies (2021: 17 companies) were decon-
solidated. 7 companies (2021: 4 companies) were merged
with others, no companies (2021: 1 company) were liqui-
dated.

A. Deconsolidation of subsidiaries

On 30 December 2022, BCP - a subsidiary of Adler -
completed the sale of a portfolio of 2,400 residential
units located in the city of Leipzig to Tristan Capital Part-
ners LLP, London for a preliminary purchase price of
EUR 126,101 thousand. The transaction has been struc-
tured as a share deal, where 89.8% of the shares of BCRE
Leipzig Wohnen Nord B.V., BCRE Leipzig Wohnen Ost
B.V. and BCRE Leipzig Wohnen West B.V. have been sold
while 10.2% of the shares have been retained as minority

interest.
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In EUR thousand 31Dec 2022
Preliminary purchase price 126,101
Net assets
|nvestmentpropemes216142
.{ré de recelvables ............................................................................................................................................................................................................ 436 .
Other current assets 5
Cash and cash equivalents 2,451
Assets total 219,034
Deferre dtax II ab”mes .................................................................................................................................................................................................. 23919
Fmanqal“abmtleSduetObank63968
Tradepayables ............................................................................................................................................................................................................... 1 798
Othercurremhabmtles ...................................................................................................................................................................................................... 163
Liabilities total 89,848
Result from deconsolidation (3,085)

The result from deconsolidation was recognised in other expenses. The deconsolidation led to a decrease in cash and
cash equivalents of EUR 2,451 thousand. The assets and liabilities of the entities have been previously presented as

part of the disposal group BCP (see Note 17) among non-current assets and liabilities held for sale.

With effect from 30 June 2022, the Group sold a portfolio of 1,200 residential and commercial units to Waypoint Hold-
ings S.a r.l. The sale was structured as a share deal, where Adler Group sold its shares and received a repayment of
shareholder loans for 24 entities. The Group received total proceeds of EUR 249,339 thousand (EUR 191,295 thereof for
the net assets and EUR 62.724 thousand as a repayment of shareholder loans), EUR 4,404 thousand of these proceeds
being received in February 2023, when the financial statements of the sold entities were finalised. The shares in the
property companies were directly held by Yona Investment GmbH & Co. KG, Berlin, Yanshuf Investment GmbH & Co.
KG, Berlin, Joysun 1 B.V. Netherlands, Joysun 2 B.V. Netherlands, in which Adler Group holds 60.0% with remaining

shares held by non-controlling shareholders.

The transaction led to the deconsolidation of the following entities (all seated in Berlin): Joysun Nestorstrake Grund-
stlicks GmbH, Joysun Rubenstrake Grundstiicks GmbH, Yona Stettiner Strake Grundsticks GmbH, Yona Schulstrae
Grundstiicks GmbH, Yona Otawistrake Grundstiicks GmbH, Yona Stromstrake Grundstiicks GmbH, Yona Gutenberg-
strafke Grundstiicks GmbH, Yona Kameruner Strake Grundstiicks GmbH, Yona Shichauweg Grundstiicks GmbH, Yona
Alt-Tempelhof Grundstiicks GmbH, Yona Gruberzeile Grundstiicks GmbH, Yona SchloRstrake Grundstiicks GmbH,
Yona Lindauer Allee Grundstiicks GmbH, Yona Nogatstrake Grundsticks GmbH, Yona Botzowstralke 55 Grundstiicks
GmbH, Yona Herbststrake Grundstiicks GmbH, Yona Danziger Strake Grundstiicks GmbH, Yona Schonstrake Grund-
stiicks GmbH, Yanshuf Kaiserstrake Grundstilicks GmbH, Yanshuf Binzstrake Grundstiicks GmbH, Yanshuf Antonien-
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strake Grundstiicks GmbH, Yanshuf Seestralke Grundstiicks GmbH, Yanshuf HermannstraRe Grundstiicks GmbH, Yan-
shuf Schmidt-Ott-Strake Grundstiicks GmbH.

In EUR thousand 31Dec 2022
Preliminary purchase price 244,935
thereoffortherepaymentofShareho|derloans ....................................................................................................................................................... 62674
ther eoffortheacqws'tlonoﬁh e netassets ............................................................................................................................................................ 182261
Net assets

Propenyplantandequmem ............................................................................................................................................................................................ 15
mvestmentpropemes244203
.%r; de recelvables ............................................................................................................................................................................................................ 249 .
|ncometaxrecelvablesz485
Othercurrentassets ......................................................................................................................................................................................................... 135
Cash and cash equivalents 1,737
Assets total 248,824

Other current liabilities

Liabilities total 85,459

The result from deconsolidation was recognised in other income. The deconsolidation led to a decrease in cash and

cash equivalents of EUR 1,737 thousand.

In the fourth quarter of 2021, Adler, a 97% subsidiary of Adler Group, entered into a share purchase agreement with a
subsidiary of LEG IMMOBILIEN SE (“LEG”), to dispose of 15,500 residential and commercial units. On 29 December
2021, the transaction was effectively completed due to transfer of control to the buyer. The properties were predomi-
nantly located in small and medium-sized towns in northern Germany. The sale was structured as a share deal including
the entire shares in 13 entities (AFP Il Germany GmbH, HKA Grundstiicksverwaltungsgesellschaft mbH & Co. KG, HKA
Verwaltungsgesellschaft mbH, Relda 38. Wohnen GmbH, Relda 45. Wohnen GmbH, Resident Baltic GmbH, Westgrund
Immobilien GmbH, Westgrund Immobilien VIIl. GmbH, Westgrund Wolfsburg GmbH, WBG Jade mbH, Zweite REO Real
Estate Opportunities GmbH, Westgrund Niedersachsen Nord GmbH and Westgrund Niedersachsen Siid GmbH). Due
to the loss of control, net assets of EUR 548,838 thousand (of which EUR 1,227,323 thousand) had been deconsolidated
as of 31 December 2021. Based on the preliminary purchase price of EUR 689.6 million, the deconsolidation of the en-
tities resulted in a gain on deconsolidation of EUR 123,209 thousand which had been presented in other income. The

deconsolidation led to a decrease in cash and cash equivalents of EUR 47,686 thousand.
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As part of a share deal, TPL Erlangen S.a r.l. (total assets of EUR 12,784 thousand and total liabilities of EUR 11,748 thou-

sand) has been deconsolidated with effect from 28 February 2021.

Magnus Achte Immobilienbesitz und Verwaltungs GmbH was deconsolidated on 1 April 2021 as part of another share
deal. Based on the preliminary purchase price, the disposal of the company resulted in a loss on deconsolidation of

EUR 334 thousand which is presented under other operating expenses.

On 11 February 2021, Consus, a subsidiary of Adler Group, transferred control of a portfolio of non-core assets to an
institutional investor for a consideration of about EUR 218,700 thousand. The transaction was structured as a share deal
including 21 subsidiaries (Grundstiicksgesellschaft TCR 1 mbH, Billerwerder Neuer Deich GmbH, Neulander Quarree
GmbH, Cologneo Il GmbH & Co. KG, Cologneo IV GmbH & Co. KG, SG Einkaufs-GbR Peschl-Areal, SG Peschl Areal 1 UG,
SG Peschl Areal 2 UG, SG Peschl Areal 3 UG, SG Peschl Areal 4 UG, SG Peschl Areal 5 UG, SG Peschl Areal 6 UG, Con-
sus Einkaufs-GbR Glockengut, SG Glockengut 1 UG, SG Glockengut 2 UG, SG Glockengut 3 UG, SG Glockengut 4 UG,
SG Glockengut 5 UG, SG Glockengut 6 UG, SG Glockengut 7 UG ). The transaction resulted in a loss on deconsolidation

of circa EUR 34,800 thousand which had been presented among other expenses.

In 2021, Adler Lux S.a r.I and Brack European Ingatlankezel§ Kft., Budapest, Hungary, had been removed from the con-

solidated group without material impact on the consolidated financial statements of the Group.

B. Additions to the scope of consolidated entities

With purchase agreements dated 6 July 2022, Westgrund I. Halle Verschmelzungs GmbH, RELDA 39. Wohnen Ver-
schmelzungs GmbH and Spree Zweite Ost V GmbH were acquired from FORIS Griindungs GmbH. These entities have
not executed any business before. The acquisition, therefore, did not have an material impact on the Group‘s consoli-

dated financial statements.

On 23 December 2022, AGPS BondC PLC, was incorporated in London with Adler Group S.A. as the sole shareholder.

C. Changes in the consolidation scope without loss of control

The following transactions did not result in a loss of control. The Group adjusted the carrying amounts of the controlling

and non-controlling interests to reflect the changes in the relative interests in the subsidiaries.

In the course of a sale of residential properties to KKR & Co. Inc. (see note 17), a significant number of the Groups* sub-
sidiaries sold their entire asset portfolio. The Group subsequently repurchased the shares of the minority shareholders
in those subsidiaries for a total price of EUR 39,425 thousand. EUR 21,155 thousand of the purchase price was settled
by offsetting against receivables against minority shareholders. The remainder was paid in cash. The transaction result-
ed in a decrease in minority interest by EUR 36,683 thousand. EUR 3,389 thousand have been recognised in retained

earnings.
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As per 1 July 2022, Taurecon increased its shareholding in 7 subsidiaries to 10.1% for a purchase price of EUR 9,830
thousand. The transaction resulted in an increase in minority interest by EUR 9,962 thousand. The remainder was rec-

ognised as a decrease in retained earnings.

On 29 December 2022, the Group acquired the outstanding shares of Joysun 1 B.V., Joysun 2 B.V., Songbird 1 Aps,
Songbird 2 Aps from the minority shareholder. The purchase price amounted to EUR 50,438 thousand. The transaction
led to a decrease in minority interest by EUR 60,936 thousand. The remainder was recognised as an increase in re-

tained earnings.

In addition, the Group increased its majority holding in Adler from approximately 96.7% to 96.9% for a purchase price
of EUR 1,483 thousand.

In 2021, Adler Group S.A. increased its stake in Adler RE from approximately 93.9% to 96.7% through a debt-to-equity
swap. In the course of this transaction, Adler Group S.A. acquired 35,107,487 additional Adler shares against a contri-
bution in kind of about EUR 478,000 thousand. The resulting net gain of about EUR 24,900 thousand was recognised

in share premium.

In addition, the Company increased its majority holding in Consus from approximately 94.0% to 96.9%. The resulting

net loss of about EUR 17,600 thousand was recognised in share premium.

According to share purchase agreement with LEG IMMOBILIEN SE dated 1 December 2021, Adler RE, a 96.7% subsidi-
ary of the Group, decreased its stake in Brack Capital N.V. (BCP) from approximately 69.8% to 62.8%. The transaction
resulted in an increase in minority interest by EUR 57,788 thousand. The resulting net gain of EUR 17,212 thousand had

been recognised in retained earnings.

At the annual general meeting on 9 June 2021, the majority shareholder of Westgrund Aktiengesellschaft (Adler RE)
decided on a squeeze-out of the minority shareholders. The squeeze-out led to a decrease of minority interest by EUR

32,258 thousand. The resulting net gain of EUR 2,237 thousand was recognised in retained earnings.

D. Other changes

In 2022, Energy AcquiCo | GmbH was merged with Magnus zweite Immobilienbesitz und Verwaltungs GmbH, WER 1.
Wohnungsgesellschaft Erfurt Rieth mbH with Magnus Neunzehnte Immobilienbesitz und Verwaltungs GmbH, WER 2.
Wohnungsgesellschaft Erfurt Rieth mbH with Magnus Zwanzigste Immobilienbesitz und Verwaltungs GmbH, RELDA 39.
Wohnen GmbH with RELDA 39. Wohnen Verschmelzungs GmbH, Westgrund Verschmelzungs GmbH together with
Westgrund I. Halle GmbH, Spree Zweite Beteiligung Ost GmbH with Spree Zweite Ost V GmbH and Magnus Fiinfte
Immobilienbesitz und Verwaltungs GmbH with Magnus Elfte Immobilienbesitz und Verwaltungs GmbH. These mergers

did not have material impact on the consolidated financial statements of the Group.

In 2021, MBG Dallgow GmbH & Co. KG was merged to Miinchener Baugesellschaft mbH, MUBAU Real Estate GmbH
was merged into Adler RE, MBG Beteiligungsgesellschaft mbH & Co. KG was merged into MBG Wohnbau Verwaltungs-
gesellschaft mbH and the same subsequently into Miinchener Wohnbau GmbH without material impact on the Group’s

consolidated financial statements.
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On 19 October 2021, Adler and the former acquirer signed an agreement to rescind from a share deal concluded on the
sale of 75.0% of the shares in Glasmacherviertel GmbH & Co. KG on 22 September 2019 / 26 December 2019. Glas-
macherviertel GmbH & Co. KG had since been accounted for as an associate. Adler did not treat that recission as a
business combination (i.e., according to IFRS 3) but as a withdrawal from a contract (i.e., according to IFRS 15). As a re-
sult, the Group re-aquired net assets at an amount of EUR 220,938 thousand (thereof investment properties at an
amount of EUR 396,638 thousand, deferred tax liabilities at an amount of EUR 32,009 thousand and interest-bearing
loans liabilities at an amount of EUR 147,500 thousand). Due to delays in the approval of zoning plans in connection with
the project and adverse developments in market conditions (see Note 2E on the impacts of the coronavirus pandemic
and Note 2F on the impacts of the Ukraine crisis) an impairment of EUR 126,638 thousand had to be recorded on the
project with a corresponding reversal of deferred tax liabilities at an amount of EUR 20,072 thousand. Since 31 December
2021, the project is presented as a disposal group together with all other assets and liabilities of Brack Capital Partners
N.V. (see Note 16)

Prior year’s acquisitions

In 2021 Consus, a subsidiary of Adler Group sold its subsidiary Artists Living Frankfurt Com GmbH & Co. KG to Ajos RE 1
GmbH. In the first half of 2021, Consus and Ajos RE 1 GmbH agreed upon the repurchase of the entity as per 30 June
2021 for a purchase price of 1 EUR. The reacquisition did not constitute a business combination. As a result, the trans-
action was presented as an asset deal. When allocating the purchase price to the assets and liabilities, the project
(presented under inventories) was assigned with an initial value of about EUR 66,000 thousand. As the residual value
of the project turned out to fall below the initial value, an impairment of circa EUR 12,300 thousand had to be consid-

ered. Thus, inventories by way of acquiring assets were added in an amount of about EUR 53,700 thousand.
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Note 6 - Investment properties

investment properties - residential / commercial

In EUR thousand 2022 2021

Balance as at 1 January 5,566,469 8,396,307

Addmo ns by W ayofac qu mng assets ......................................................................................................................................... 13 863 ...................... 1278 6 4
Capltalexpendlture 72836 ..................... 145880
Tra nsferfrom mvestment propemes to asse ts ofdlsp o sal g roups Classme d . a s held . for sale ..................................................... (226 9 4) .................. (243171 6) .
o th er r e C |assmcatlons ..................................................................................................................................................................... 93 44444444444444444444444 (3600)
Dlsp o S alof mvestment p ropemes .......................................................................................................................................... (45788 6 ) ................. (12 92538)
Falrvalueadjustments ........................................................................................................................................................... ( 389880)624272
Changes of investment properties presented as part of a disposal group among long ermassets held forsale 408370 -
Balance as at 31 December 5192171 5,566,469

Investment properties - project developments

In EUR thousand 2022 2021

Balance as at 1 January

Tran

Tran

Otherredass'flcatlons ................................................................................................................................................................. 72343600
Fair value adjustments'’ (349,670) (209,130)
Changes of investment properties presented as part of a disposal group among long-term assets held for sale (7,495) -
Balance as at 31 December 1152123 1,547,390

(*) Changes in fair value of investment properties in consolidated statement of profit or loss include the revaluation loss from projects presented among assets held for
sale in the amount EUR 22.3 million.

According to the Group’s fair value valuation policies, investment properties generally undergo a detailed valuation

as at 30 June and 31 December of each year unless the Group identified material changes in the value of these prop-
erties at an earlier date.

Interest expenses capitalised in the investment properties under development amount to EUR 62,127 thousand (2021:
EUR 24,481 thousand).
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The fair value of the residential investment properties as at 31 December 2022 was mainly determined by CBRE, an inde-
pendent industry specialist that has appropriate, recognised professional qualification and up-to-date
experience regarding the location and category of the respective properties. The fair value of the investment properties
under construction (project developments) was determined by the valuation expert NAI Apollo, an independent industry
specialist with appropriate, recognised professional qualifications and up-to-date experience regarding the location and

category of the respective properties.

The fair value measurement for all investment properties has been categorised as Level 3 fair value due to prevailing

use of unobservable inputs to the adopted valuation method.

The Group’s residential investment properties are valued using the discounted cash flow (DCF) method. Under the DCF
method, the expected future income and costs of the properties are forecast over a period of 10 years and discounted
to the date of valuation. The income mainly comprises expected rental income (current in-place rent, market rents as
well as their development) taking vacancy losses into account. For investment properties under construction (project
developments), which will be held in the long term to generate gross rental income and capital appreciation after com-
pletion, the residual value method is applied. This approach is common to calculate the value of real estate develop-
ments in planning stage or still under construction. The approach is a deductive method to derive the market value of
an undeveloped project according to its construction / development progress and represents the amount a market
participant would be willing to pay for the property (land). The approach is based on the assumption that the market
value of an ongoing project can be derived from an indicative market value less the anticipated costs for the realisation

of the project (e.g., construction or marketing costs).

A combination of global inflationary pressure, higher interest rates, the recent geopolitical events in Ukraine and the ongo-
ing impact of the coronavirus (“Covid-19”) has heightened the potential for greater disruptions in property markets over the
short-to-medium term. According to CBRE, property markets are still mostly functioning, with transaction volumes and

other relevant evidence at levels where enough market evidence exists upon which to base opinions of value.
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Based on the above, for certain major German cities, the overall fair values at portfolio level as at 31 December 2022

are stable.

A negative fair value adjustment of EUR 389,879 thousand (2021: EUR +624,272 thousand) was recognised for the
residential portfolio. Adler RE contributed with a fair value adjustment of EUR -297,458 thousand (2021: EUR 225,207

thousand).

The commercial portfolio in the amount of EUR 49,100 thousand which stems from Brack Capital Properties B.V. (BCP),

has been reclassified as held for sale in 2021 (see Note 17).

During the reporting period, the development projects were impacted as follows:

Parkhaus Hamburg (EUR 17,500 thousand) was transferred from “investment property” to “assets held for sale” as of

31 December 2022. The deal closing took place in January 2023.

A development portfolio in the amount of EUR 386,300 thousand is part of the BCP disposal group and has been pre-

sented as assets held for sale in 2021 (see Note 17).

A negative fair value adjustment of EUR 349,671 thousand (2021: EUR 209,130 thousand) was recognised for the develop-
ment projects in 2022. Consus contributed with a negative value adjustment of EUR 337,300 thousand (2021: EUR 184,900
thousand). The main reasons for the negative fair value adjustments were increased finance and construction costs, and re-

duced market values after completion.

EUR 4,271,926 thousand (31 December 2021: EUR 4,565,680 thousand) of the investment properties are encumbered with

restrictions on realisability.

Valuation technique and significant unobservable inputs

Due to the significant disposals of the investment properties and reclassification of disposal groups including invest-

ment properties as held for sale (IFRS 5), the residential investment properties are more predominantly concentrated

on Berlin.
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The following tables give an overview of the main valuation parameters and valuations results for each regional cluster

as well as the change compared to the prior year:

A. Investment properties - residential

Balance as at 31 Dec 2022

Value (EUR/mM?)

Fair value (EUR thousand)

Berlin

3,806.83

4,486,885

Duisburg

1,335.30

352,478
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Location
Diissel- Dort-

dorf mund Other
3,339 1,840.08 1,394
8.57 6.39 5.82
10.35 715 674
326 23.98 19.5
271 20.84 16.2
433 4.56 4.97
260 3.08 368
21 172 15
10 155 23

91,936 30,700 220,490

The following table gives an overview of the main valuation parameters and valuations for the prior year:

Balance as at 31 Dec 2021

Value (EUR/m?)

Fair value (EUR thousand)

Berlin

4,871,499

Duisburg

Location
Diissel- Dort-

dorf mund Other
3,341 1,809 1,381
874 6.35 5.84
10.07 7.05 6.56
327 234 19.6
279 20.8 16.5
4.00 462 4.98
2.52 314 370
17 17 15
10 16 23

91,998 30,290 225,800

582,489

5,566,469
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B. Investment properties - commercial

As at 31 December 2021, commercial properties amounting to EUR 49,100 thousand were included in the disposal

group held for sale according to IFRS 5 (see Note 17).

C. Investment properties - project development (under construction)

Valuation parameters for investment properties under construction 31Dec 2022 31 Dec 2021
Market rent, weighted average (EUR) 14.86 14.51
Project development costs (EUR/m?) 3,750 3,583
Capitalisation interest rate, weighted average (in %) 377 2.89

It is noted that according to the methodology applied in the valuations, the estimated cash flow for the first ten years
are capitalised based on the discount rate basis. Cash flows effective from the eleventh year onwards are capitalised

based on the cap rate basis.

Sensitivity analysis

The main value drivers influenced by the market are the market rents and their development, current rent increases, the
vacancy rate and interest rates. The effect of possible fluctuations in these parameters is shown separately for each
parameter and group in the following table. Interactions between the parameters are possible but cannot be quantified

due to the complexity of the interrelationships:

Investment properties — residential

Change in Change in
Valuation parameters parameters  In EUR thousand values %
Average new letting rent (EUR/m?) 10% 352,442 6.80
Vacancy rate (%) 1% (67,304) (1.30)
Discount and capitalisation rate (%) 25bps (490,165) (9.46)
Investment properties - project development (under construction)
Sensitivity Market rent Capitalisation rate Construction costs
Change in parameters (10%) 10% (0.25%) 0.25% (10%) 10%
Change of fair value (EUR thousand) (241700) 240,800 209,000  (171,600) 218,300  (218,600)
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The following table gives an overview of the sensitivity analysis for the prior year:

Investment properties — residential

Valuation parameters

Average new letting rent (EUR/m?)

Discount and capitalisation rate (%)

Investment properties - commercial
Sensitivity

Change in parameters

Change of fair value (EUR thousand)

Change in Change in
parameters  In EUR thousand values %
10% 362,633 6.62
1% (70,735) (1.29)
25bps (531,275) (9.70)
Discount and rate cap Void month Market rent
0.25% (0.25%) 3 (3) 5.0% (5.0%)
(3,080) 3,510 (710) 810 3,320 (3,120)

Investment properties - project development (under construction)

Sensitivity

Change in parameters

Market rent

(10%) 10%

Capitalisation rate

(0.25%) 0.25%

Construction costs

(10%) 10%

Change of fair value (EUR thousand)

(349,800) 350,000

368100  (306,300)

309,200  (308,900)

Assuming all other variables remain constant, a negative change in the parameters at the same percentage would have

a similar impact on the value, although in the opposite direction.

D. Amounts that were recognised in the consolidated statement of profit or loss

In EUR thousand 2022 2021
Rental income from investment property 244,506 346,188
Direct operating expenses arising from investment property that generated rental income during the period (38,717) (54,792)
Total 205,789 291,396
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Note 7 - Investments in financial instruments

Investments in financial instruments principally relate to non-controlling interests in property companies disposed of in
prior periods (in each case 10.1%) following the disposal of the shares. The instruments (31 December 2022:

EUR 18.911 thousand, 31 December 2021: EUR 18,927 thousand) are measured at fair value through profit or loss.
Note 8 - Investments accounted under the equity method

The Investments accounted under the equity method include three (31 December 2021: three) associates and three
(31 December 2021: three) joint ventures. The group has invested in two further joint ventures, which are not presented
among investments accounted under the equity method due to immateriality. Instead, those investments are presented

among other long-term financial investments and measured at fair value through profit and loss.

Investments accounted under the equity method developed as follows:

In EUR thousand 2022 2021
Balance as at 1 January 32,395 84,816
Sharemproﬁtandlosses(ateqwtyresu't) ....................................................................................................................................... 208758
Impairments (7,824) (1,436)
Transfer to consolidated entities (51,743)
Tra nsfer from / to noncu r rent a Ssets held for Sa |e (”:RS 5) ................................................................................................................ 751 ...................................
Balance as at 31 December 25,530 32,395

Investments in associates

The investments in associates relate to ACCENTRO Real Estate AG (ACCENTRO), AB Immobilien B.V. (AB Immobilien)

and Caesar JV Immobilienbesitz und Verwaltungs GmbH (Caesar).

ACCENTRO is a listed corporation and engages in the trading (purchase and sale) of residential properties and individ-
ual flats as well as the brokerage business in the context of residential property privatisation. Adler holds 4.78%
(31 December 2021: 4.78%) of ACCENTRO’s shares. Nevertheless, due to the possibility of exercising significant influ-
ence through a member of the Supervisory Board, the company is included in the consolidated financial statements as

an associate and accounted under the equity method.

The carrying amount of the investment in ACCENTRO developed as follows:
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In EUR thousand 2022 2021
Balance as at 1 January 10,466 11,557
Adiditions arsing from business cmbination : :
Share n profit and lss (at equiy resul) 22 345
|m p alrments ................................................... oose o
Balance as at 31 December 3,442 10,466

The tables below represent the combined financial information of ACCENTRO based on the last published IFRS consol-

idated financial statements:

Assets (in EUR thousand) 30 Sep 2022 31Dec 2021

Non-current assets 455,095 427705

Long-term assets held for sale - 16,000
Equity and liabilities (in EUR thousand) 30 Sep 2022 31Dec 2021
Equity 252,552 260,637
Non-current liabilities 18,751 508,796
of which financial liabilities to banks 74,675 148,248
of which liabilities from bonds 99,350 346,701
Current liabilities 4,448,175 160,032
of which financial liabilities to banks 141,518 104,672
of which liabilities from bonds 252,562 6,655
1Jan - 30 Sep 1Jan - 31 Dec

Profit or loss (in EUR thousand) 2022 2021
Earnings from sale of inventories 33,818 47791
Earnings from property lettings 18 7,018
Earnings from services 29 1,946
EBIT (Earnings before interest and tax) 9,565 45165
EBT (Earnings before tax) (4,610) 20,597
Consolidated net profit (7,078) 13127

Adler Group Integrated Annual Report 2022 | Unaudited Version

163



164

3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

1Jan - 30 Sep 1Jan - 31Dec
Cash flows (in EUR thousand) 2022 2021
Cash flow from operating activities 70 100
CaShﬂOWfrommvestmgactwltles(12) ........................... (85)
CaShﬂOWfromﬂnancmgactmnes(56)50
ChangemcaShandcaShequwalents ................................................................................................................................................... 164

On 30 November 2017, Adler sold most of its shares in ACCENTRO to a third party. A gross amount of EUR 60,512 thou-
sand (31 December 2021: EUR 58,592 thousand) of the purchase price for the sale (including unpaid interest) is yet to

be paid by the acquirer. More information on this receivable is provided in note 32.A.

As per 31 December 2022, the contribution of AB Immobilien and Caesar to the financial position, comprehensive in-
come and cashflow is no longer material for the consolidated financial statements of the Group. The carrying amounts

and the share of profit and other comprehensive income of these entities are outlined in aggregate below:

In EUR thousand 31Dec 2022 31 Dec 2021

Carrying amount of shares in non-significant investees consolidated at equity

Share in profit or loss of the investee - (3,908)

Due to a binding purchasing agreement Caesar had been presented among non-current assets held for sale, as per
31December 2021.In 2022, Caesar has been reclassified to investments accounted for under the equity method, as the
potential aquirers did not exercise their right to purchase and Adler subsequently has given up the plan to sell. In 2022,

Adler has fully impaired the investment in Caesar due to unfavourable business prospects.

Adler has receivables against AB Immobilien at a gross amount (including unpaid interest) of EUR 17,628 thousand
(31 December 2021: 34,346 thousand) and against Caesar at a gross amount (including unpaid interest) of EUR 28,204
thousand (31 December 2021: EUR 27,802 thousand). Further information on these receivables is provided in note 32A.

Investments in joint ventures

The investments in joint ventures relate to MAP Liegenschaften GmbH (MAP), Adler Real Estate Assekuranzmakler
GmbH & Co. KG (Adler Assekuranz) and Brack Capital (Chemnitz) B.V. (BCP Chemnitz).

The business purpose of MAP is the purchase and sale, development and construction of real estate. The Group holds

an interest of 75.0% in MAP. Due to the structure of the shareholders’ agreement, MAP is not controlled by the Group,

but accounted under the equity method. The carrying amount of the investment in MAP developed as follows:
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In EUR thousand 2022 2021
Balance as at 1 January 21,848 21178
Additions arising from business combination = -
Share in profit and loss (at equity result) 175 670
Balance as at 31 December 22,023 21,848

The tables below represent the combined financial information of MAP (according to German GAAP):

Assets (in EUR thousand)

Non-current assets

Current assets

Equity and liabilities (in EUR thousand)

Current liabilities

Profit or loss and Cash flows (in EUR thousand)

EBIT (Earnings before interest and tax)

Change in cash and cash equivalents

31Dec 2022 31Dec 2021
27,383 23,820
31Dec 2022 31Dec 2021
(5,059) -
32,442 23,820
2022 2021

76 306

(1185) (829)

(133) (1,897)

(338) 1,545

471 (352)

As per 31 December 2022, the contribution of Adler Assekuranz and BCP Chemnitz to the financial position, compre-

hensive income and cashflow is not material for the consolidated financial statements of the Group. The carrying

amounts and the share of profit and other comprehensive income of these entities are presented in aggregate below:

In EUR thousand

Carrying amount of shares in non-significant investees consolidated at equity

Share in profit or loss of the investee

31Dec 2022 31Dec 2021
46 81
(17) (258)
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Note 9 - Property, plant and equipment

Property, plant and equipment (principally fixtures and fittings) developed as follows:

In EUR thousand 2022 2021
Carrying amount as of 1 January 30,028 36,663
TransfertoInvestmentproperty ................................................................................................................................ - o
Addltlons(+)55663926
Demec'a“on . Current perIOd () ...................................................................................................................................................... (38 1 3) ...................... (5444) .
lmpalrmentloss ............................................................................................................................................................................... (115)
DlscontmuanceOfconSOHdatlon ........................................................................................................................................................ ( 14)
Disposals (6,671) (5,061
Balance at 31 December 24,981 30,028

Note 10 - Other financial assets

In EUR thousand 2022 2021
Loans to non-controlling shareholders 153,750 48,772
Investments in debt securities 12,723 22,885
Miscellaneous other financial assets 2,488 1,406
Balance at 31 December 168,961 73,063

In March 2022, Adler Group agreed on a debt restructuring with two major non-controlling shareholders (Taurecon and
Amelicaster). All receivables and loans against these shareholders have been combined under two loan agreements at
market interest rates. The loans mature on 30 September 2024 and are secured by share liens. The loans include
amounts formerly presented as receivables against non-controlling shareholders (other current receivables and finan-
cial assets) and as loans to non-controlling shareholders (which were classified as financial assets measured at fair
value through profit and loss in the year-end consolidated financial statements of the prior year). Part of the loan

amount was off-set against payables due from the repurchase of minorities in the second quarter of 2022.

Investments in debt securities refer to bonds issued by Aggregate Holdings S.A. The bonds are measured at fair

value through other comprehensive income. The decrease in value reflects the change in bond prices.
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Note 11 - Restricted bank deposits

Restricted bank deposits are denominated in euro and they do not carry any interest. The total balance (current and
non-current) as at 31 December 2022 includes EUR 18,920 thousand of pledged bank deposits received from tenants
(31 December 2021: EUR 23,144 thousand), EUR 37,507 thousand pledged to secure banking facilities (31 December
2021: EUR 28,494 thousand) and EUR 21,458 thousand of restricted proceeds from condominium sales (31 December
2021: EUR 19,822 thousand).

Note 12 - Goodwill

As per 30 June 2022, the goodwill arising from the acquisition of Consus totalling EUR 91,400 thousand was tested for
impairment in accordance with the regulations of IAS 36. The impairment test was carried out based on the value in use
as recoverable amount of the cash-generating unit (“CGU”) Consus, whereby the cash-generating unit is characterised
by the development of real estate projects for Consus’ own portfolio as well as the sale to third parties. The value in use
was derived from the estimated future free cash flows. The detailed planning is based on a ten-year detailed planning
phase (including a forecast for the six months period ended 31 December 2022) specific to the CGU and a perpetual
annuity for the subsequent period. The perpetual annuity takes into account a sustainable and anticipated average
level of future annual financial surpluses (terminal value) after the detailed planning phase. The detailed planning peri-
od as well as the perpetual annuity include both contractually agreed development projects and new development

projects planned with standard expected margins reflecting a sustainable business development.

Regarding the projects for Consus’ own portfolio as well as for the sale to third parties, the business plan considers the
experience from previous years and management forecasts for the development of the property market. For the termi-
nal value a sustainable growth rate of 2.00% was applied. The discount rates for the property development business
and the rental business were derived separately. The beta factors for the two businesses were derived based on spe-
cific peer groups. A risk-free rate of 1.25% and a market risk premium of 7.50% was assumed. The discount rate before
taxes is 8.21% (7.68% after tax) for the property development business and 4.78% (4.26% after tax) for the rental busi-

ness.

Based on the planned free cash flows and the discount rates as described above, the resulting goodwill impairment is

EUR 91,400 thousand. The impairment has been predominantly triggered by the following factors:

. higher construction costs for the contractually agreed projects in the current portfolio,

. lower sales prices for the upfront sales due to the current market environment,
. lower profitability for the other development projects (‘ODPs’) due to higher construction cost and uncertainty in
the market,

. higher cost of capital due to the changed capital market environment.

The business plan for the CGU mainly includes the components current portfolio and other development projects
(ODPs). The current portfolio refers to the contractually agreed projects currently being developed by the CGU. ODPs
refer to new real estate projects. ODPs are planned with standard revenue, cost and margin assumptions. The assumed

gross development volume of EUR 600 million p.a. reflects a level of projects that can be developed in the future and

Adler Group Integrated Annual Report 2022 | Unaudited Version

167



168

3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

is based on the past performance of the CGU. The projects are planned to be sold as forward sales (FS). Assumptions

regarding the margins as well as the development and payment profile are based on management’s experience.

Note 13 - Contract assets from development

Contract assets and liabilities mainly result from development contracts with customers. The timing of revenue recog-
nition, invoicing and cash collections results in billed accounts receivables, unbilled receivables (contract assets) and
customer advances (contract liabilities). In the Group’s development activities, amounts are billed as work in progress
in accordance with agreed-upon contractual terms, either at periodic intervals or upon achievement of contractual
milestones. Generally, billing occurs subsequent to revenue recognition resulting in contract assets. However, the
Group sometimes receives advances from its customers before revenue is recognised, resulting in contract liabilities.
These assets and liabilities are reported on a contract-by-contract basis at the end of each reporting period. Changes
in the contract asset and liability balances during the reporting period were not materially impacted by other factors

besides as laid out below.

In EUR thousand 31Dec 2022 31Dec 2021

Gross contract assets - non-current 22,087 12,510

Prepayments received on non-current contract balances = -

Net contract assets - non-current 22,087 12,510

Gross contract assets - current

Prepayments received on current contract balances (128135) (126,703)
Net contract asset - current 64,775 69,727
Net contract liabilities - current (13,924) (36,109)

Contract assets have not been impaired for credit risks in accordance with IFRS 9. This is due to the fact that the credit
default risk of the contractual partners is relatively low. Furthermore, the value at-risk can be regarded as relatively low

due to collaterals.
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The net contract assets related to development projects developed as follows:

In EUR thousand 2022 2021
Contract asset balance as at 1 January 82,237 162,733
+AddltlonsduetoperformanceOb“gatlonssatlsﬂedmtherepomngpemd4668863737
Redassmcatlon to recelvables/ paymems recelved ................................................................................................................ (22487)(59210)
; / OtherChang es(le tlml ng transa Ct Ion pnce Change m themeasu re O f p r O g ress) .................................................................. (19575) 44444444444444444444 (85023) .
Balance as at 31 December 86,862 82,237

The net contract liabilities related to development projects developed as follows:

In EUR thousand 2022 2021

Contract liabilities balance as at 1 January 36,109 25,870

+/- Other changes (i.e., timing, transaction price, change in the measure of progress) (16,226) (9,751)

Balance as at 31 December 13,924 36,109

In the course of rescission from a forward sale contract, the Group has returned prepayments to a customer in an
amount of EUR 4,475 thousand.

Note 14 - Inventories

Inventories also include land from forward sales and are broken down as follows:

In EUR thousand 31Dec 2022 31Dec 2021

Real Estate "Trading properties (condominiums)" 619,938 174,077

Other inventories: excl. development 9,850 11,446

Total balance 678,572 1,093,454

Adler Group Integrated Annual Report 2022 | Unaudited Version

169



170

3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

The decrease in inventories (2022: EUR 414,882 thousand, 2021: EUR 465,308 thousand) is a result of increases due to
acquisitions of real estate (2022: EUR O thousand, 2021: EUR 53,660 thousand), construction work (2022: EUR 37,221
thousand; 2021: EUR 41,939 thousand), capitalisation of interest (2022: EUR 28,171 thousand; 2021: EUR 54,734 thou-
sand) and reversals of transactions (2022: EUR 10,049 thousand; 2021: EUR 405,663 thousand). Decreases of the in-
ventory balance resulted from sales transactions (2022: EUR 121,412 thousand; 2021: EUR 643,368 thousand), reclassi-
fication of completed projects to investment properties (2022: EUR O thousand; 2021: EUR 97,735 thousand),
reclassification to assets held for sale as part of a disposal group (2022: EUR O thousand; 2021: EUR 55,027 thousand)
and impairments (2022: EUR 366,425 thousand; 2021: 227,174 thousand).

The capitalisation rate used to determine the amount of borrowing eligible for capitalisation was 2.25% (2021: 2.44%).

Reversals of transactions result from withdrawals from forward sales, either by Adler or by the respective client. In such
cases, revenue recognition cannot be applied any longer and all contract balances recognised for the transaction are

reversed against profit or loss.

Impairments are made when the net realisable value of inventories is falling below the book value at the date when
such assessment is made. Net realisable values are derived from actuarial appraisals provided by NAI Apollo, an inde-
pendent valuation expert with appropriate, recognised professional qualifications and up-to-date experience regard-

ing the location and category of the properties.

The carrying amount of the inventories provided as collateral for loan agreements is EUR 11,704 thousand (31 December
2021: EUR 1,062,051). The sale of the inventories relating to development will likely occur after more than twelve months.

Inventories in an amount of EUR 388,879 thousand have been carried at fair value less costs to sell.

Note 15 - Trade receivables

As at the reporting date, trade receivables mainly consist of rental receivables (EUR 49,129 thousand; 31 December
2021: EUR 27,784 thousand), receivables from the sale of real estate inventories (EUR 16,000 thousand; 31 December
2021: EUR 261,652 thousand) and receivables from property development (EUR 26,763 thousand; 31 December 2021:
EUR 90,542 thousand).The balances represent gross amounts less allowances for expected credit losses. The changes
of receivables from the sale of real estate inventories and from property development mainly result from additions to
allowances at a total amount of EUR 227,032 thousand and EUR 41,941 thousand (also see Note 32A).
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Note 16 - Other receivables and financial assets

Other current receivables and financial assets consist of the following:

In EUR thousand 31Dec 2022 31Dec 2021

Receivables from income tax

Miscellaneous other receivables (non-financial) 5126 6,427

Total other receivables (non-financial) 47,860 46,177

Miscellaneous other receivables (financial) 1,057 44,045
Other receivables (financial) 70,993 312,335
Short-term financial investments - 64,900
Total other receivables and financial assets 118,853 423,412

Receivables from other taxes principally relate to value added tax.

Receivables from portfolio sales to associates include receivables against Caesar JV Immobilienbesitz und Verwaltungs
GmbH of EUR 6,204 thousand (31 December 2021: EUR 27,802 thousand). Receivables from portfolio sales to third
parties include receivables against the acquirer of the majority shareholding in ACCENTRO Real Estate AG. Further

information on these receivables is given in note 32.A.

The Group expects EUR 15,019 thousand (31 December 2021: EUR 11,281 thousand) from final payments with relation to

recent portfolio transactions.

The decrease in receivables against non-controlling shareholders from subsidiaries results from a debt restructuring

with two major non-controlling shareholder (Taurecon and Amelicaster) in March 2022 (also see Note 10).
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Note 17 - Non-current assets and liabilities held for sale

As per1December 2021, Adler has irrevocably committed itself to tender its remaining shares in BCP as part of a public
tender offer by LEG Immobilien SE, provided that the price per share offered is not less than EUR 157 and that the (first)
acceptance period ends no later than 30 September 2022. On 3 August 2022, the management of LEG Immobilien SE
announced that it would not take advantage of the tender committment given by Adler. Nonetheless, Adler is still ac-
tively following its plan to sell its remaining shares in BCP thereby offering its shares at prices that reflect current market

conditions. As a result, Adler continues to present BCP as a disposal group held for sale.

Major classes of assets and associated liabilities classified as held for sale comprise of the following:

In EUR thousand 31Dec 2022 31Dec 2021
Investment properties 1,146,022 1,686,330
Fmanc'alassets ............................................................................................................................................................................ 37561 ...................... 37328
lnvemones .................................................................................................................................................................................. 25500 ...................... 50720
Otherassets ................................................................................................................................................................................ 18825 ...................... 82703
CaShandCBSheqUNalents ......................................................................................................................................................... 21047724861
Non-curremassetsheldforsale14382330100
Assets total 1,582,208 1,912,042
Deferred tax liabilities 96,201 162,288
Fmanmal“abmtIESduetObank .................................................................................................................................................. 296200583285
Corporatemnds ....................................................................................................................................................................... 15897869959
Otherhabmtles6038933518
LI abm tles he I dforsale .................................................................................................................................................................. 6 6780 ...................................
Liabilities total 678,548 849,050

The investment properties of the disposal group comprised income-generating residential real estate of EUR 1,029,781
thousand (31 December 2021: 1,292,590 thousand), income-generating commercial real estate of EUR 34,000 thou-
sand (31 December 2021: EUR 26,640 thousand) and development properties of EUR 220,900 thousand (31 December
2021: EUR 369,100 thousand). The fair value of these assets was determined by independent external appraisers with
appropriate, recognised professional qualification and up-to-date experience regarding the location and category of
the properties valued. Significant assumptions (based on weighted averages) that were used in valuation estimates are

as follows:
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Income-generating residential real estate 31Dec 2022 31Dec 2021

Discount rate (%) 479 472

(*) The figure as of 31 December 2021 includes Gerresheim in the amount of EUR 270 million.

The effect of a possible increase (decrease) in the discount rate by 0.25 basis points would lead to a change in the fair
value of the investment properties included in the disposal group by EUR 42,900 thousand (31 December 2021:
EUR 89,900 thousand).

The remainder of non-current assets and liabilities held for sale principally relate to the sale of real estate properties,

for which notarised purchase agreements are in place without transfer of control on the balance sheet date.

As per 13 January 2022, Adler signed an agreement to sell a portfolio of approximately 14,400 units, located in the
eastern federal states of Germany to a subsidiary of KKR & Co. Inc. Having signed a corresponding term sheet on
26 October 2021, Adler presented these properties among assets held for sale as per 31 December 2021 at an amount

of EUR 1,046,530 thousand. All of those properties have been sold in the course of the financial year 2022.

Note 18 - Equity
1. Share capital and share premium

Ordinary shares (in thousands of shares) 2022 2021

In issue as at 1 January 117,510 117,510

Increase from issuance of ordinary shares, net > -

In issue as at 31 December 117,510 117,510

The holders of ordinary shares are entitled to receive dividends and are entitled to one vote per share at the General
Meetings of the Company. All shares rank equally with regard to the Company’s residual assets. The par value per share
is EUR 0.00124.
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Share premium development is as follows:

Share premium (in EUR thousand) 2022 2021
In issue as at 1 January 1,844,765 1,892,145
Transactions with non-controlling interests without a change in control 6,674
Dividend - (54,054)
In issue as at 31 December 1,844,765 1,844,765

At the annual General Meeting of shareholders held on 29 June 2021, a dividend in an amount of EUR 0.46 per share
(gross dividend in an aggregate amount of EUR 54.1 million) was declared. The dividend was paid to the shareholders
at the beginning of July 2021 from the share premium. In 2022 the company did not pay any dividend.

For further details, we refer to Note 5 and to the consolidated statement of changes in equity.

2. Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging

instruments, net of the related deferred tax.

3. Other capital reserves

The other capital reserves comprises the cumulative equity impact from transactions with previous controlling share-
holder (ADO Group) in the past.

The legal reserve according to Luxembourg law amounts to EUR 14.6 thousand.
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4. Reserve from financial assets measured at fair value through other comprehensive income

The reserve from financial assets measured at fair value through other comprehensive income comprises of equity in-
struments for which the Group chose to present the fair value changes in other comprehensive income. The fair value
change relates to the difference between the fair value on the balance sheet date and the fair value at the acquisition
date, net of tax. In addition, it includes the fair value changes from debt instruments for which the Group is required to

present the fair value changes in other comprehensive income.

5. Non-controlling interests

Non-controlling interests comprise the share of the non-controlling shareholders in equity and annual earnings of con-
solidated subsidiaries. The consolidated net income attributable to shareholders in the parent company corresponds to
the difference between the consolidated net income before non-controlling interests and the non-controlling interests

reported in the income statement. Non-controlling interests are broken down as follows:

In EUR thousand 31Dec 2022 31Dec 2021
Subsidiary Adler RE subgroup 375,910 490,574
Subsidiary Consus subgroup (73,092) 43,465
Other 193,132 169,056
Total Balance 495,951 703,094

The development of non-controlling interests is presented separately in the statement of changes in equity.

The increase in non-controlling interests was mainly impacted by a number of changes in the consolidation scope with-
out loss of control. Accordingly, the Group adjusted the carrying amounts of the controlling and non-controlling inter-
ests to reflect the changes in the relative interests in the subsidiary as follows: Further information of these transactions

is provided in Note 5.C

The key financials of the subsidiaries with non-controlling interests which are of material relevance to the Group are

presented in the following tables. The amounts are presented prior to consolidation.
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Subsidiary Subsidiary
Combined consolidated balance sheets IFRS Adler RE subgroup Consus subgroup
Headquarters Berlin Berlin Berlin Berlin
Minority interest % 310% 3.28% 312% 312%
In EUR thousand 31Dec 2022 31Dec 2021 31Dec 2022 31Dec 2021
Curremass etsn ...................................................... s e / /
Currem“a b I lme Sw) ................................................................... oo i / /
Net current assets 735,081 2,345,259 / /
|n Vestment p ropemes ............................................................ e e / /
o th er non Currentass ets ............................................................... oron - / /
Noncurrentha bl lmes .......................................................................... oo Domamom / /
Net non-current assets 908,485 (201,242) / /
Equity 1,643,566 2,144,017 / /
Contribution made for completion of agreed capital increase - - / /
Equity including contribution made 1,643,566 244,017 / /
1) Includes non-current assets and liabilities held for sale.

Subsidiary Subsidiary
Combined statement of comprehensive income IFRS Adler RE subgroup Consus subgroup
In EUR thousand 2022 2021 2022 2021
Revenue 222782 337758 / /
Annual result (459,203) 74,588 / /
o th er Comprehensw emcome 4444444444444444444444444444444444444444444444444444444444 o o / /
Net result (478,165) 97,959 / /
Proflt or Ioss ;t't;"i't‘)‘utable to non-controlling interests (107,758) 5,407 / /

Subsidiary Subsidiary
Combined statement of comprehensive income IFRS Adler RE subgroup Consus subgroup
In EUR thousand 2022 2021 2022 2021
Cash flow from operating activities 17,422 93,759 / /
Cash flow from investing activies 879457 1105839 / /
Cash flow from financing activiies 86120 (105173) / /
Change in cash and cash equivalerts 10759 148425 / /
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Note 19 - Corporate bonds and convertible bonds

These liabilities were structured as follows as at the balance sheet date:

In EUR thousand 31Dec 2022 31 Dec 2021

Adler Group Bond 2017/2024 399,090 398,529

Consus Convertible Bond 2017/2022 - 17,915

Total balance 4,334,549 4,827,293

1) included in the disposal group held for sale IFRS 5 (Note 17).
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On 20 July 2017, the Company placed unsecured, fixed-rate corporate bonds with a total nominal amount of EUR 400
million with institutional investors (Adler Group Bond 2017/2024). The bonds carry an interest rate of 1.5% per annum
and mature on 26 July 2024. The gross proceeds resulting from the transaction amounted to EUR 398.6 million with an
issue price of 99.651%. The net proceeds of the bond were mainly used to fund acquisitions. Effective as at 11 January
Adler Group S.A. was substituted as issuer of this bond by AGPS BondCo PLC, a 100% owned subsidiary of Adler Group
S.A. For further information please refer to the paragraph 2 in the Material Events/Subsequent events section of the

Management Report.

On 16 November 2018, the Company placed senior, unsecured bonds in a total nominal amount of EUR 165 million with
institutional investors, which are convertible into new and/or existing ordinary registered shares of the Company (Adler
Group Convertible Bond 2018/2023). The coupon has been set at 1.25% per annum, payable semi-annually in arrears.
Due to the downgrade of the Company the interest increased to 2.00% p.a. starting from 23 November 2020. The
bonds will mature on 23 November 2023. ADO Group Ltd., a subsidiary of Adler RE holds 38.24% of the convertible

bond on the balance sheet date.

On 5 August 2020, the Company placed unsecured, fixed-rate corporate bonds with a total nominal amount of EUR 400
million with institutional investors (Adler Group Bond 2020/2025). The bonds carry an interest rate of 3.25% per annum
and mature on 5 August 2025. The gross proceeds resulting from the transaction amounted to EUR 395.5 million with
an issue price of 98.871%. The net proceeds of the bond were mainly used to refinance existing liabilities. Effective as
at 11 January, Adler Group S.A. was substituted as issuer of this bond by AGPS BondCo PLC, a 100% owned subsidiary
of Adler Group S.A. For further information please refer to the paragraph 2 in the Material Events/Subsequent events

section of the Management Report.

On 13 November 2020, the Company placed unsecured, fixed-rate corporate bonds (Adler Group Bond 2020/2026)
with a total nominal amount of EUR 400 million with institutional investors. The bonds carry an interest rate of 2.75% per
annum and mature on 13 November 2026. The gross proceeds resulting from the transaction amounted to EUR 394.6
million with an issue price of 98.646%. The net proceeds of the bond have mainly been used to refinance existing lia-
bilities. Effective as at 11 January, Adler Group S.A. was substituted as issuer of this bond by AGPS BondCo PLC, a 100%
owned subsidiary of Adler Group S.A. For further information please refer to the paragraph 2 in the Material Events/

Subsequent events section of the Management Report.

On 8 January 2021, the Company placed EUR 1,500 million fixed rate senior unsecured notes comprising of two tranch-
es, a EUR 700 million 5-year maturity with a 1.875% fixed coupon (Adler Group Bond 2021/2026) and a EUR 800 million
8-year maturity with a 2.25% fixed coupon (Adler Group Bond 2021/2029). The proceeds of the issues were used to
repay existing indebtedness, including buybacks. Subsequent to the placement, Adler RE made a public tender offer to
redeem its EUR 500 million bond due in December 2021 (Adler Bond 2017/2021) which was accepted by approximately
66% of bondholders. After the redemption, the remaining outstanding amount of EUR 170.4 million has been repaid
upon expiry. Effective as at 11 January, Adler Group S.A. was substituted as issuer by AGPS of these bonds by BondCo
PLC, a 100% owned subsidiary of Adler Group S.A. For further information please refer to the paragraph 2 in the Mate-

rial Events/Subsequent events section of the Management Report.

On 21 April 2021, Adler Group S.A. placed EUR 500 million fixed rate senior unsecured notes with a 6-year maturity and
a 2.25% fixed coupon under its newly established EMTN programme (Adler Group Bond 2021/2027). The proceeds of
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the issue of the notes were used to call and repay the EUR 450 million 9.625% high yield bond issued by Consus Real
Estate AG (Consus Bond 2019/2024). In connection with the redemption, early repayment fees of EUR 21.7 million were
incurred. The derecognition of the bond without the embedded derivative led to a gain of EUR 65.8 million which has
been presented in finance income. Effective as at 11 January, Adler Group S.A. was substituted as issuer by AGPS Bond-
Co PLC, a 100% owned subsidiary of Adler Group S.A. For further information please refer to the paragraph 2 in the

Material Events/Subsequent events section of the Management Report.

In December 2017, Adler issued a corporate bond of EUR 800 million in two tranches. The first tranche (Adler Bond
2017/2021) with a coupon of 1.50%, a volume of EUR 500 million and a term until December 2021 and was issued at
99.52% of par value. The first tranche was partly redeemed in 2021, with the remaining amount being repaid upon ex-
piry. The second tranche (Adler Bond 2017/2024) with a coupon of 2.13% and a volume of EUR 300 million expires in

February 2024 and was issued at 99.28% of par value. On average, the interest on the bonds overall is 1.73%.

In April 2018, Adler successfully placed corporate bonds of EUR 800 million in two tranches again with institutional in-
vestors in Europe. The first tranche (Adler 2018/2023) has a volume of EUR 500 million, a coupon of 1.88% and a term
until April 2023; the second tranche (Adler 2018/2026) has a volume of EUR 300 million, a coupon of 3.0% and a term
until April 2026. On average, the interest on the bonds overall is 2.30%. The net proceeds were largely used to refi-

nance the bridge loan which Adler had raised in connection with the acquisition of Brack Capital Properties N.V. (“BCP”).

In April 2019, Adler placed a corporate bond of EUR 400 million with a coupon of 1.5% with institutional investors in
Europe (Adler 2019/2022). The bond had a three-year term and was repaid in April 2022.

As part of the acquisition of BCP, Adler has assumed liabilities for bonds in three tranches with an original volume of NIS
700 million. Tranche A (BCP Bond 2011/2020 originally NIS 400 million) has a term up to July 2020 and has 4.80% inter-
estrate. The liabilities from the BCP Tranche A bond were repaid early on 20 April 2020. Tranche B (BCP Bond 2013/2024
originally NIS 175 million) has a term up to December 2024 and has a 3.29% interest rate. Tranche C (BCP Bond
2014/2026) originally NIS 125 million) has a term up to 2026 and has a 3.30% interest rate. Annual principal payments
are made until the end of the respective term. The interest rate and the repayment of the three tranches is also linked
to the development of the Israeli Consumer Price Index. Due to the sale plan, the bonds were reclassified as non-cur-

rent liabilities held for sale along with disposal group BCP according to IFRS 5 (Note 17).

A convertible bond with a total nominal value of EUR 200 million was issued by Consus on 29 November 2017 (Consus
Convertible Bond 2017/2022). The convertible bond has a maturity as of 29 November 2022, and was issued at a price
of 100% of the principal amount in a denomination of EUR 100,000 each. The convertible bonds bear an interest at a
rate of 4.0% per annum, payable semi-annually in arrears. In accordance with the convertible bond conditions, bond-
holders have the right to offer to the Company to participate in a capital increase by way of contribution in kind
(Sacheinlage) by offering bonds held by it as contribution in kind. It is in the discretion of the Company whether it ac-
cepts such offer. If the Company accepts such offer, the new shares would be derived from the Company’s conditional
capital. The exercise of the included termination right leads to a 100% repayment plus accrued interest. The conversion
right and the redemption rights represent an embedded derivative, which has been measured at fair value and present-

ed in derivatives liabilities. The bond was repaid in November 2022 without any conversion.

On 5 May 2022, the international rating agency Standard and Poor’s (S&P) downgraded the issuer rating of Adler Group
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S.A. and Adler RE from B- to CCC with outlook negative. The rating of the unsecured debt was lowered from B to CCC.

The ratings were removed from CreditWatch negative.

On 6 December 2022, S&P downgraded the issuer rating of Adler Group S.A. as well as the rating of its unsecured debt
from CCC to CC with outlook negative. The issuer rating of Adler RE as well as the rating of its unsecured debt was

lowered from CCC to CCC- with outlook negative.

On 28 February 2023, S&P downgraded the issuer rating of Adler RE from CCC- to CC with outlook negative. The bond
due in 2026 was also downgraded from CCC- to CC. The CCC- rating on Adler RE’s 2023 and 2024 notes was affirmed.

On 17 April 2023, S&P downgraded the issuer ratings of both Adler Group S.A. and Adler RE from CC to SD (selective
default). The rating of the unsecured debt for both Adler Group and Adler RE was lowered from CC to D (default). The
ratings on Adler RE’s 2023 and 2024 unsecured debt was affirmed at CCC-. S&P stated that it will reassess its ratings
on Adler Group and Adler RE after the Restructuring is implemented in a few weeks and expects an upgrade to the CCC

category.

As at 31 December 2022, the Company was in compliance with all applicable financial covenants. Compliance with

these covenants, however, is achieved by the following measures:

Adler Group undertakes to not incur any financial indebtedness after the issue date of the bonds, and will also procure
that its subsidiaries will not incur any financial indebtedness after the issue date of the bonds (except for refinancing
existing financial indebtedness), if immediately after giving effect to the incurrence of such additional financial indebt-
edness (taking into account the application of the net proceeds of such incurrence), the following tests would not be
met: (i) loan-to-value ratio (LTV) < 60%; (ii) secured loan-to-value ratio < 45%, (iii) interest coverage ratio (ICR) > 1.8 and
iv) unencumbered asset ratio > 125%; the latter only applies to the following instruments: Adler Group S.A. bond
(EUR 400 million, 1.5% coupon, maturity 26 July 2024) and Adler Group S.A. promissory note tranches (total volume
EUR 24.5 million, maturity 2023 — 2028, WACD 3.15% as of 31 December 2022).

Adler RE undertakes to not incur any financial indebtedness after the issue date of the bonds, and will also procure that
its subsidiaries will not incur any financial indebtedness after the issue date of the bonds (except for refinancing exist-
ing financial indebtedness), ifimmediately after giving effect to the incurrence of such additional financial indebtedness
(taking into account the application of the net proceeds of such incurrence), the following tests would not be met: (i)
loan-to-value ratio (LTV) < 60%; (ii) secured loan-to-value ratio < 40%. Additionally, it is required from Adler RE to main-
tain the consolidated coverage ratio at or above 1.70 to 1.00 on 31 December 2020 and at or above 1.80 to 1.00 for any

reporting date falling on or after 1 January 2021.
With effect from 17 April 2023, the Group made an agreement with its major bond holders to amend bond terms. As part

of that agreement new financial covenants are imposed on the Group. Please refer to the subsequent events report for

further details.
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Note 20 - Other loans and borrowings

The Group’s other loans and borrowings are comprised as follows:

31Dec 2022 31Dec 2021
In EUR thousand Non-current Current Non-current Current
Loans from banks 1,326,155 295162 2,006,549 119,326
Other creditors 11,500 13,000 50,261 0
Total 1,337,655 308,162 2,056,810 119,326

As at 31 December 2022, other loans and borrowings of Adler Group including Adler and Consus carry an average ef-
fective interest rate (i.e., considering the swap interest hedging effect from variable to fixed interest) of 1.96% per an-
num (as at 31 December 2021: 2.03%). The average maturity of other loans and borrowings is 3.8 years (as at 31 Decem-
ber 2021: 4.6 years).

On 1July 2022, the Group repaid the outstanding loan to Harel in the amount of EUR 26.3 million.

Most of these loan agreements have imposed requirements in the form of financial covenants. Loans secured by prop-
erties which constitute the bulk of a loan agreement usually include financial covenants at the level of the subsidiaries.
Covenant levels vary by property. Most secured loans contain minimum/maximum debt service coverage ratios (DSCR),
interest coverage ratios (ICR), loan-to-value (LTV) ratios and/or loan-to-mortgage-lending-value (LTMLV) ratios. Individ-
ual credit agreements require a minimum amount of maintenance work or rental income. Should the maintenance
measures agreed in the loan agreement not be carried out, the Company must maintain a cash reserve of the same
amount on restricted accounts. Failure to comply with such covenants entitles the lenders to impose various sanctions,
which may also include terminating the respective facility. As at 31 December 2022, the Group is compliant with the

covenants stipulated in the loan agreements.

On 15 March 2021, the Group signed a EUR 300 million syndicated revolving credit facility for a 3-year-term with exten-
sion options, each for one year. At the same time the bilateral RCFs with the same lenders were terminated. In the
second half year of 2021, the Group, the Group drew down an amount of EUR 300 million as a further liquidity cushion

and to enhance the Group’s flexibility which were repaid at the end of 2021. The facility was terminated in April 2022.
In January 2021, BCP, a subsidiary of the Group, signed a refinancing agreement with a German banking corporation
for aloan of approximately EUR 100.5 million The loan bears an average annual interest rate of approximately 1.41% with

a maturity date in June 2023.

In March 2021, Westgrund, a subsidiary of the Group, raised a secured loan of EUR 400 million with a 7-year term and a

fixed interest rate of 1.6%, replacing the current outstanding loan of EUR 191 million due in December 2021.
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In March and April 2021, the Group raised a secured banking loan of EUR 100 million in total. The loan has an interest

rate of 1.25% p.a. and a maturity term to 2028.

On 25 June 2021, Adler Group established a commercial paper programme which allows the Company to issue short-
term notes up to a maximum aggregate amount of EUR 500 million for interim financings of general corporate purposes.

As per the balance sheet date, no commercial papers were outstanding.

In addition to the repayment of Consus high yield bond 2019/2024, the Group refinanced bank and mezzanine loans
relating to Consus in a total volume of EUR 756 million in the financial year 2021. Proceeds from bond issuances were
largely utilised for the repayment. Consus bank loans including mezzanine debt were significantly decreased and

amount to EUR 341 million on the balance sheet date (prior year: EUR 1,087 million).

Almost all loans are secured with the assets (investment properties and inventory properties, financial assets, trade

and other receivables, cash and cash equivalents).

Note 21 - Derivatives

Derivative assets principally relate to embedded derivatives recognised separately from their respective host contracts
and measured at fair value through profit or loss. These derivatives include an option to repurchase the shares of
non-controlling shareholders in an amount of EUR 8 million (31 December 2021: EUR 8.3 million). As per 31 December
2022 the embedded derivatives related to early repayment options of other loans and borrowings have been complete-
ly devalued as the exercise of the options is unlikely. The change in fair value of the embedded derivative (EUR 2.1
million, 31 December 2021: 15.4 million) has been presented in finance expenses through the change in fair value of
other derivatives. In 2021 an option for early redemption of the 2019/2024 Consus bond was exercised and the remain-

ing value of the embedded derivative EUR 90.4 million, derecognised though finance expenses.

Non-current derivative liabilities relate to interest rate swaps. The fair value of those swaps, including both current and
non-current liabilities in the amount of EUR 1,443 thousand (31 December 2021: EUR 2,412 thousand), is measured by
discounting the future cash flows over the period of the contract and using market interest rates appropriate for similar
instruments. The credit risk used by the bank is not a material component of the valuation made by the bank, and the

other variables are market-observable.

Current derivatives liabilities relate to the written call option granted by Adler to LEG Immobilien SE to tender its remain-
ing shares in BCP at a minimum tender offer price of EUR 157 per share (also see Note 17). The option was initially
measured at transaction price of EUR 7.5 million. As of 31 December 2021, the option has been remeasured at fair value
using the option pricing model of Black and Scholes which includes the stock price of BCP, the volatility of the stock
price and discount rates as key parameters. The fair value of the option amounts to EUR 38.2 million as of 31 December
2021. The increase in value was presented in finance expenses (EUR 30.7 million). In 2022 the option was fully derec-

ognised through finance income (EUR 38.2 million).
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Note 22 - Provisions and other payables

Provisions and other payables are composed of the following:

In EUR thousand 31Dec 2022 31Dec 2021

ons for litigations

Provisi

Contingent losses from development contracts

Provisions

Valu
Miscellaneous other payables (non-financial) 20,452 1713
Total other payables (non-financial) 199174 153,930

Purc liabi

Miscellaneous other payables (financial) 18,283 16,238
Total other payables (financial) 126,471 125,160
Total other payables 417,038 430,930
Provisions

Provisions for litigations principally relate to legal claims resulting from contractual penalties and from compensation
for other damages. During the reporting period, an amount of EUR 64,682 thousand was released due to the termina-

tion of a contract.

Contingent losses from development contracts relate to project developments with potential adverse margin expecta-
tions. The measurement is based on management’s expectations on sales, revenues for those projects and the com-
pletion stage for individual projects. During the reporting period, a total amount of EUR 4,120 thousand has been re-
leased and presented in other income due to the termination of the sales projects. An amount of EUR 32,253 thousand
has been added based on updated management’s expectations. The balance of the provision for contingent losses

from development contracts is short-term and hence does not include any interest component.
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Other payables

As at 31 December 2022, other current payables consist of financial liabilities with a book value of EUR 126,471 thou-
sand (as at 31 December 2021: EUR 125,160 thousand) and non-financial liabilities with a book value of EUR 199,439
thousand (as at 31 December 2021: EUR 153,930 thousand).

Other payables due to associated companies are short-term interest- bearing loans.

Note 23 - Prepayments received

Whereas payments received for development projects accounted for according to IFRS are presented under contract

assets and liabilities, the prepayments received for inventories is presented separately in the consolidated statement

of financial position.

Note 24 - Taxes

A. The main tax laws imposed on the Group companies in their countries of residence

(1) Germany

Corporation tax is levied at a uniform rate of 15% and is then subject to a surcharge of 5.5% (solidarity surcharge).
This results in a total corporate tax rate of 15.825%. Corporations with their registered office or management in
Germany are unrestricted corporate taxpayers. However, corporations that are not tax resident in Germany but
have a connection to Germany (domestic income) may be subject to limited tax liability in Germany.
Trade tax at the rate applicable in the municipality is also levied on the income of the companies, except for
companies with no permanent establishment in Germany. The trade tax rate is a combination of a uniform tax
rate of 3.5% (base rate) and a municipal tax rate (Hebesatz) depending on where the establishments of the busi-
ness are located. For example, the municipal tax rate in Berlin is 410%, resulting in an effective trade tax rate of
14.35%. Enterprises, which exclusively manage and use their “own real estate”, may be eligible to deduct that
part of the income which relates to the management and use of their own real estate from their tax base (“ex-
tended trade tax deduction”) and thus practically be entirely or nearly entirely be exempted from trade tax in
Germany.

Capital gains on the sale of German real estate property are subject to limited corporate tax liability for both resi-
dents and non-resident companies. Trade tax is also applicable at the relevant rate, except for non-resident com-
panies with no permanent establishment in Germany and (subject to further conditions) for property holding com-
panies eligible to the extended trade tax deduction. For dividends to be exempt from trade tax

Dividends received from another company are 95% tax exempt when the investment in the other company amounts
to at least 10% at the beginning of the calendar year or at least 10% of investment was purchased during the year.
Capital gains realised by a company on the sale of shares in a corporation held long-term are also 95% tax exempt.
(less 5% non-deductible operating expenses), there must be a shareholding of at least 15% in the distributing com-

pany at the beginning of the tax period.
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German real estate owned at the start of the calendar year is subject to annual property tax at less than 1% (small
municipalities with a property tax collection rate of 0%) to approximately 10% depending on the location of the real
estate (up to 8.1% in Berlin) on the specially assessed value of the property (dependent on the rental value and age
of the property). The tax payable is a deductible expense for income tax purposes and is typically passed on to
tenants.

German Real Estate Transfer Tax (“RETT”) is a transaction tax which can for example be triggered by acquisitions
(share and asset deals), mergers, reorganisations, contributions, demergers, spin-offs, etc. involving German real
estate owning companies. RETT due is calculated by multiplying the RETT basis with the applicable RETT rate. The
RETT rate depends on the location of the real estate and ranges from currently between 3.5% and 6.5% depending
on the Federal State. With effect as of 1July 2021, the German legislator has further tightened the already complex
RETT Act with respect to direct and indirect transfers of shares in corporations and of interests in partnerships
owning real estate in Germany (or real estate equivalent rights such as hereditary building rights). Direct and indi-
rect transfers of at least 90% (before 1 July 2021 the hurdle was 95%) over a period of 10 years are now taxable.
Specific rules apply to partnerships and in case of transfers made on a recognised stock exchange.

Limitation on the tax deductibility of interest expenses: the “interest barrier rule” allows the deduction of net inter-
est expenses exceeding EUR 3 million p.a. only to the extent that total net interest expenses do not exceed 30%
of EBITDA, unless the total net interest does not exceed EUR 3 million p.a. or other exemption criteria are met. The
net interest expenses that are not deductible can be carried forward.

Accumulated tax losses can be carried forward without time restriction and can be deducted from future profits
and capital gains unless they exceed EUR 1 million. Losses carried forward that exceed EUR 1 million can only be
deducted to the amount of 60% of the profits/capital gains that exceed EUR 1 million (minimum taxation). Those
parts that cannot be deducted on the basis of the minimum taxation can be carried forward again and are subject
to minimum taxation in the following years. For corporation tax there is also a loss carry back to the previous year
(as of 2022: also carryback to the second year preceding the loss year) up to EUR 1 million (due to the coronavirus
pandemic, the possible loss carryback for the years 2020 to 2023 was temporarily increased to EUR 10 million).
Loss forfeiture rules apply in case of a change of control.

The tax rate used to calculate deferred tax assets and deferred tax liabilities as at 31 December 2021 and as at
31 December 2020 is 15.825% for the property holding companies which only hold real estate assets and 30.18%
for the management companies that operate the real estate in Berlin, as these management companies are sub-
ject to corporate income tax of 15.825% and trade tax at the relevant rate.

In 2018, a Group tax audit for the former ADO subgroup (scope of 37 companies) for the financial years 2013 until 2016

was commenced by the tax authorities. Even though the audit has not yet been finalised, it is expected to end soon.

(2) Luxembourg

The Company is liable for Luxembourg corporation taxes. The aggregate maximum applicable rate, including cor-
porate income tax, municipal business tax and a contribution to the employment fund, is 24.94% for the financial
year ending 2021 for a company established in Luxembourg City.

The Company is fully subject to the annual net wealth tax charge which amounts to 0.5% of the net asset value of
the Company. Certain assets might be excluded from the net asset value for the purposes of the net wealth tax
computation, provided that the provisions of paragraph 60 of the valuation law of 16 October 1934, as amended
(BewG), are met.

A 15% withholding tax is due in Luxembourg on dividends paid by the Company to its shareholders unless the
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domestic withholding tax exemption regime or a withholding tax reduction or exemption under a double tax treaty
concluded by Luxembourg applies. Normal interest payments (i.e., not profit-linked interest) and liquidation pro-
ceeds are generally not subject to withholding tax, unless the EU Savings Directive applies. Should any withhold-
ing taxes be payable on amounts paid by the Company, the Company assumes responsibility for the withholding

of Luxembourg taxes at the source.

(3) Ireland

An Irish tax resident company is subject to corporation tax on its worldwide income (subject to any relevant exemp-
tions) at either 12.5% or 25% depending on the activities undertaken by the company. Any capital gains recognised
by an Irish company (subject to any relevant exemptions) will also be subject to corporation tax. However, such
gains are re-grossed for corporation tax purposes to ensure they are taxed at the capital gains tax rate of 33%.
Dividends received by an Irish resident company from another Irish resident company are exempt from corporation
tax. Dividends received from a foreign company in the hands of an Irish resident company are subject to corpora-
tion tax; however, a credit should be available for underlying corporate and withholding tax generally for foreign
tax paid.

In general, with respect to non-resident companies, interest and patent royalties, which are derived from Ireland,
are subject to withholding tax in Ireland at the rate of 20%. However, there are a number of domestic exemptions
from this withholding tax. In addition, there may be exemptions or reliefs available under a treaty or under the EU

directives.

(4) Malta

A Malta tax resident company is subject to corporation tax on its worldwide income (subject to any relevant exemp-
tions) at 35%. Any capital gains recognised by a Maltese company (subject to any relevant exemptions) will also be
subject to corporation tax.

The corporation income tax rate of a Maltese company may be significantly reduced based on the Notional Interest
Deduction (NID) provision, and subject to conditions, or based on the refund mechanism subject to the conditions
under the domestic law in Malta.

Malta does not impose any withholding tax on an outbound payment of dividends. Consequently, dividends distri-
bution by a Maltese resident company to its shareholder should not be subject to withholding tax in Malta.
Interest payments generated in Malta by non-residents should not be subject to withholding tax in Malta based on

the domestic tax law.
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Total 132,324 (142,327)
C. Reconciliation of statutory to effective tax rate

In EUR thousand 2022 2021
Statutory income tax rate 24.94% 24.94%
Proﬂt be fore taxes ........................................... P, vomen
Taxusing the Company's domestic taxrate 450708 255,056
Nondeductlbleexpense .................................................................. o o
Nonaxa blemco m ;‘ .................................................................... oo .
" Utlsation of tax osses from prior years for which deferred taxes were not created 36044 35760
E ffec toftax rate S m forelg n JunSd Ictlons ................................................................. e P,
" Deferred tax assets not recognised fo tax losses and ofher iming diferences 52775 s2713
Tax e ffec t from . Impalrme m 0 f gOOd W”I ................................................................... - e
Tax un relatedtoacce u n tl ngpemd ..................................................... o oo
Otherdlﬁerences . net ...................................................................... e o,
Income tax expense 132,324 (142,327)
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D. Recognised deferred tax assets and liabilities

Deferred taxes recognised are attributable to the following:

Assets 31Dec 2022 31Dec 2021

Tax loss carryforwards incl. interests carried forward (DTA) 71,023

Derivatives 2 -

Other deferred tax assets - 7631

Derivatives (29) -

Other deferred tax liabilities 4,366 (33,455)

Total deferred tax assets

Offsetting (-)
Reported deferred tax assets (net) 2,566 5,673
Reported deferred tax liabilities (net) (525,715) (759,828)
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The change in deferred taxes is as follows:

In EUR thousand 2022 2021
Deferred tax liabilities as of 1 January (754,155) (936,344)
232,629 (87,265)

23157 134,967

- 154,970

656 2,781

(25,435) (23,264)

Reported deferred tax liabilities (deferred tax assets offset) as at 31 December (523,148) (754,155)

Losses for tax purposes carried forward to future years, based on the Group’s estimation:

Tax losses carried forward amounted to EUR 2,506,599 thousand at 31 December 2022 (2021: EUR 1,469,555 thou-

sand). Tax losses can be carried forward indefinitely.
Deferred tax assets for tax losses carried forward are recognised to the extent that they can be offset against deferred
tax liabilities from taxable temporary differences. The Group did not recognise deferred tax assets in respect of losses

carried forward amounting to EUR 2,058,663 thousand as at 31 December 2022 (2021: EUR 676,161 thousand).

The Group believes that its accruals for tax liabilities are adequate for all open tax years based on its assessment of

many factors, including interpretations of tax law and prior experience.
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Note 25 - Revenue

In EUR thousand 2022 2021
Net rental income 244,506 346,188
lncomefromChargedcostsofumltles ......................................................................................................................................... 100150 ..................... 119460
|ncomefromfamhtysemces24698 ...................... 29444
|n Comefrompropenydevelopme m ............................................................................................................................................. 115 481 44444444444444444444 12 2969
Saleoftradmgpropemes(condommlums)2389 ........................ 5437
|ncomefromrea| estatemventonesmsposedof ........................................................................................................................ 2 28750502108
RevenueOther ............................................................................................................................................................................. 1849818126
Total 734,472 1143732

Net rental income amounting to EUR 133,247 thousand, income from charged costs of utilities amounting to
EUR 60,951 thousand and income from facility services with an amount of EUR 17,455 thousand are attributable to the

business of Adler.

Net rental income amounting to EUR 9,084 thousand, income from property development amounting to EUR 115,481
thousand, income from real estate inventories disposed of amounting to EUR 228,750 and other revenue with an

amount of EUR 18,498 thousand are attributable to the business of Consus.

Revenue from real estate inventories disposed of includes the sale of properties, buildings and projects that are not

recognised over time.

In 2022 no new forward sales contracts were signed. Income from property development mainly resulted from con-

struction progress.

A transaction price of EUR 13,924 thousand (prior year: EUR 36,109 thousand) was allocated to the remaining perfor-
mance obligations that had not yet been satisfied (in full) at the end of the current reporting period. These amounts are
expected to be recognised, affecting net income, with an amount of EUR O thousand attributable to 2023, an amount
of EUR 13,924 thousand attributable to the years 2024 and thereafter.
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which represents a major source of income in the Group:

3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

Segments Total
Resi-
dential
Property
manage- Privatisa- Consoli-
2022 ment tion  Adler RE Consus dation
Revenue from charged costs of utilities and facility services 38,985 - 77779 - (9,326) 107,438
Revenue from sale of rading properties (condominiums) ~ 1ge 395 : 239
Reven uefrom prop erty deVEIO pmem c omrads ..................................................... : - : o - o
Reven uefrom realestatemve nt O rle S dlsp O Sedof .............................................................. .................. e e
Reven ueOther ........................................................................ o - : o P, s
Revenue from contracts with customers (IFRS 15) 58,221 1,994 78174 362,729 (28,562) 472,556
thereof: products and services transferred at a point in time - 1,994 395 302,476 - 304,865
. th er e 0 f p r o d uc ts and S emces transferred Over tlm e .............................................. 58220 .................. . S conen masen oo
Rental income (IFRS 16) 102,004 7 133,247 9,084 - 244506
Revenue from ancillary costs (IFRS 16)" 7458 - 9,952 - - 17,410
Rental income (IFRS 16) 109,462 7 143,199 9,084 - 261,916
Revenues (IFRS 15/IFRS 16) 167,683 2165 221,373 371,813 (28,562) 734,472

(*) Includes land tax and building insurance.

Revenues from charged costs of utilities and facility services subject to consolidation principally relate to energy and

heat supply services distributed by Adler Energie Service GmbH. Other revenues subject to consolidation between

segments are comprised of management fees charged between the management entities of the Group.
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Segments Total”
Resi-
dential
Property
manage- Privatisa- Consoli-
2021 ment tion  Adler RE Consus dation
Revenue from charged costs of utilities and facility services 33,393 - 95,476 - (4,486) 124,383

Revenue other 9727 - - 19,018 (10,619) 18,126
Revenue from contracts with customers (IFRS 15) 43120 5,437 103,777 636,607 (15,919) 773,022

thereof: products and services transferred at a point in time - 5,437 - 571,735 - 577172
 thereof products and senvices transferred overtime. 43120 . 103777 c4a8T2 (5919 195850
Rental income (IFRS 16) 112,028 467 225,585 8179 (72) 346,188
Revenue from ancillary costs (IFRS 16)" 8,508 - 15,978 36 - 24,521
Rental income (IFRS 16) 120,536 467 241,563 8,215 (72) 370,709
Revenues (IFRS 15/IFRS 16) 163,656 5904 345340 644,822 (15,991) 1143732

(*) Includes land tax and building insurance.

Contract balances
Following table summarises the contract balances from revenue with customers under IFRS 15:

Contract balances 31Dec 2022 31 Dec 2021

Contract assets arising from re-charge of utilities (presented in "trade receivables")

Contract assets from developments (presented net in "contract assets") 86,862 82,237
Total contract assets 150,549 445,790
Prepayments received from developments (presented net in "contract liabilities") 13,924 36,109
Contract I|ab|||t|es arlsmg from recharge of utllltles ‘('r;resented net in "trade payables") 1149 2178
Total contract liabilities 15,073 38,287
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Note 26 - Cost of operations

In EUR thousand 2022 2021

Salaries and other expenses 21,698 37,481

Other costs of operations 27459 16,149

Total 972,194 1131,964

Cost of real estate inventories disposed of includes write-down of inventories in an amount of EUR 366,425 thousand
(2021: EUR 227,174 thousand). Please refer to Note 14.
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Note 27 - General and administrative expenses

In EUR thousand 2022 2021

Salaries and related expenses

Share-|

Office, ¢

Advertisil

Other 13,796 13,766

Total 148,925 122,762

Expenses for professional services include expenses for legal, accounting, audit and consulting fees.

Other general and administrative expenses principally include expenses for local taxes, car and related costs, insur-

ance expenses and representation cost.

As at 31 December 2022, the Group had 787 full-time employees (2021: 1,329). On an annual average 934 people (2021:
1,499) were employed.
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Note 28 - Other expenses

Other expenses principally relate to the impairment of goodwill in an amount of EUR 91,400 thousand (2021:
EUR 1,083,300 thousand, please refer to Note 12). Further other expenses in an amount of EUR 44,953 thousand (2021:
EUR 5,100 thousand) relate to one-off legal and consulting fees. The remainder mainly relates to penalties from con-
tractual obligations (EUR 27,286 thousand, 2021: EUR 1,600 thousand) and expenses for selling investment properties
held for sale (EUR 5,416 thousand, 2021: EUR 356 thousand).

On 30 December 2022, BCP - a subsidiary of Adler - completed the sale of a portfolio of 2,400 residential units located

in the city of Leipzig. The result from deconsolidation EUR 3,085 thousand was recognised in other expenses.

Note 29 - Other income

With effect from 30 June 2022, the Group sold a portfolio of 1,200 residential and commercial units to Waypoint Hold-
ings S.a r.l. The sale was structured as a share deal, where Adler Group sold its shares and received a repayment of
shareholder loans for 24 entities. As a result of the deconsolidation of these entities, a net income of EUR 18,896 thou-

sand has been achieved and presented under other income.

Other income includes EUR 30,249 thousand (2021: EUR 8,748 thousand) from the derecognition of liabilities, in addi-
tion to the Waypoint transaction described above EUR 16,029 thousand (2021: EUR 123,909 thousand) from deconsoli-
dation of other subsidiaries. The remainder mainly relates to income from prior periods in an amount of EUR 16,531
thousand (2021: EUR 2,818 thousand). In 2021 the Group recognised EUR 37,972 thousand other income from reversal

of provisions.

In the fourth quarter of 2021, Adler RE, a subsidiary of the Group, closed the sale of approximately 15,500 units to a
subsidiary of LEG IMMOBILIEN SE. The sale was structured as share deal including 13 property holding entities. As a
result of the deconsolidation of these entities, a net income of EUR 123,209 thousand has been achieved and present-

ed under other income.
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Note 30 — Net finance costs

In EUR thousand 2022 2021
Interest received 32,628 33,333
Change |nfa|rvalueofderlvatlvecomponent of convertible bond 82 6,570
Change infarvalue of other dervatives 2 10605
ncome from derecognifon of derivatives 38227 _
C hange In falrvalueofomerfmanc Ial as Sets proﬁt ...................................... 1 oo
Netforelgn eXChange gam ................................................................... oo _
Otherﬂnancemcome 444444444444444444444444444444444444444444444444444444444444 oo s
} Otal fl nancemcome ......................................................... oo a0
Interest on bonds (123,741) (135,303)
Changenfoirvalue of other dervatives (206) (53750
Ex p en Se from derecogmtlon . Of denvatlves ........................................... _ .
Change in far value of investments i financial assets and other financial assets (247 (5650)
C hange m falrvalueofloans gra med 44444444444444444444444444444444444444444444444444444444444444444444 _ o
|m p alrmentofﬂn a n Clalmstrumems .................................................................... wesmn P,
Interest on other loans and borrowings B9047) 7501
One-offrefinance costs (15140) (60154
Net foreign exchange loss : 8.484)
Otherﬂnance expenses (25,682) (25,072)
Total finance costs (631,048) (515,560)
Total net finance costs (535,330) (382,469)

Other finance income is mainly comprised of the derecognition of financial instruments (EUR 12,351 thousand).

One-off refinance costs are mostly early repayment penalties for the repayment of the bank loans of Adler RE.

The net foreign exchange gain relates to revaluation effects of bonds and convertible bonds denoted in NIS.

An amount of EUR 62,127 thousand (2021: EUR 79,214 thousand) interest on other loans and borrowings was capitalised

to investment properties and inventories under construction.
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Note 31 - Leases
A. Leases in which the Group is the lessee

Lease obligations not resulting from leaseholds are discounted using the incremental borrowing rate. Discount rates of

between 1.92% and 5.04% were applied in the reporting year.

The following table shows the right-of-use assets that do not meet the definition of investment property.

Hardware/
In EUR thousand Property Vehicles Contracting Total
Balance as at 1 January 2022 11,587 2,658 519 14,764
Addltlonstorlghtofuseassets(+) .......................................................................................... 4 323 ..................... 1036 ..................... 5 359
Depreuatlonchargefor the year () (5,041) (1,705) (62) (6,808)
Impairment (-) (392) (232) (457) (1,081)
Balance as at 31 December 2022 10,477 1,757 o] 12,234

Hardware/
In EUR thousand Property Vehicles Contracting Total
Balance as at 1 January 2021 12,278 4,881 699 17,858
Addltlonstorlghtofuseassets(+) .......................................................................................... 4 827 4444444444444444444444 925 444444444444444444444 5752
DepreaatlonChargefortheyear() ........................................................................................ (5117) ................... (2567)(180) 444444444444444444 S,
Impairment (-) (401 (581) - (982)
Balance as at 31 December 2021 11,587 2,658 519 14,764

The following table shows the amounts recognised in the consolidated statement of profit or loss in connection with

leases (including leaseholds):

In EUR thousand 2022 2021

Interest expenses for lease liabilities 540 1,203

Expenses for low-value leases 1,552 334

Total 2,548 2,302
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The lease payments over the lease term (including lease holds) break down as follows by maturity:

In EUR thousand

Up to 1year

More than 5 years

Expected lease payments as per

31Dec 2022 31Dec 2021
3,230 5,307

3,296 5,874
16,230 16,989

Leases that the Group has entered into as a lessee but have not yet commenced result in possible future payment out-

flows totalling EUR 24.8 million (including the amount from new office lease agreement over the term).

B. Leases in which the Group is the lessor

Adler leases its investment property. A lessor classifies these leases as operating leases as the lessee does not receive

substantially all of the risks and rewards incidental to ownership.

The claims to lease payments from long-term operating leases generally result from the letting of commercial proper-

ties. For the residential properties, leases are generally subject to the three-month statutory term of notice. There are

no further claims to lease payments. The lease payments shown in the following tables include the net rental income

only.

At the end of the reporting period, the future minimum lease payments under non-cancellable operating leases are as

follows:

In EUR thousand

Up to 1year

More than 3 years
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Note 32 - Financial instruments

The Group has exposure to the following risks arising from its use of financial instruments:
. Credit risk

. Market risk

. Liquidity risk

A. Credit risk

Credit risk is the risk of financial loss to the Group if a counterparty to a financial instrument fails to meet its contractual

obligations and arises principally from financial assets, trade and other receivables.
Exposure to credit risk

The carrying amounts of financial assets and contract assets represent the maximum exposure to credit risk. The fol-

lowing table presents the carrying amounts for each class of financial instruments as at the balance sheet date.

In EUR thousand Category in accordance with IFRS 9 31Dec 2022 31Dec 2021

Investments in financial instruments aafvPL 19,234

Cash and cash equivalents aac 386,985 555,700

Total financial assets 819,730 1,476,804

Restricted bank deposits, cash and cash equivalents

Deposits with banks and other financial institutions are made exclusively at well-known financial institutions with very
high credit ratings. The ratings are monitored and assessed by the Group on a regular basis. In the event of substantial
deterioration in the credit rating, the Group takes efforts to ensure that its exposures are no longer entered into with
the respective counterparty. The credit risk resulting from restricted bank deposits, cash and cash equivalents is not
material to the Group. The group did not recognise any material credit loss with regard to deposits with banks and oth-

er financial institutions on those financial instruments.
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Debt securities

The Group limits its exposure to credit risk by investing only in liquid products and only with counterparties with an
appropriate credit rating. The Group monitors changes in credit risk by tracking published external credit ratings and
other information available with regard to the credit worthiness of a counterparty. The credit risk resulting from debt

securities is not material to the Group. Credit losses are recorded at the amount of the 12-month expected credit loss.

Loans and borrowings, other receivables and other trade receivables

The credit risk from loans and borrowings, other receivables and other trade receivables is managed before and
throughout the contract term and monitored closely at Group level. There are trading rules to ensure that transactions
are only made with business partners if they have shown adequate payment behaviour in the past. Care is taken to
ensure that all counterparties with relevance for the Group have at least a satisfactory credit rating. Credit risk is re-

duced by requiring the borrowers to provide securities, bank guarantees or other similar credit enhancements.

The following table presents a breakdown of loans and borrowings, other receivables and other trade receivables by
category as at the balance sheet date. It indicates whether those assets were subject to a 12-month expected credit

loss or lifetime expected credit loss allowance and, in the latter case, whether they were credit-impaired.

31Dec 2022

Expected 12-month  Lifetime expected credit loss Lifetime expected credit loss

credit loss - not credit-impaired - credit-impaired
In EUR thousand (Stage 1) (Stage 2) (Stage 3)
Loans and borrowings
LoanstononContromngSharehddersofSUbSIdlanes ........................................ 153750 .................................................. .......................................... 1 1331
Mlsce"aneOUSOtherborrowmgs ................................................................................... .................................................. .................................................
o the r recewabl es ...................................................................................................................................................................................................................
.. R e c elvable S from pomono S alesto asso c Iates ............................................................... ......................................... 17628 ....................................... 28204 ]
Recewable S from pomono Sales to . th I rd pa mes ........................................................ 1 4775 .................................................. ....................................... 60 792 ]
... R e c elvable S agam Stnoncontm”l ng Shareho |d e rs Of .............................................................................................................................................................
subsidiaries 10,050 - 5,974
M Isce | |aneous Oth er . r e C elvable S ............................................................................ 1057 .................................................. ....................................... 63270
} rade rece I vables ...................................................................................................................................................................................................................
... Othertrade recelva b | es ...................................................................................... 103616 .................................................. ....................................... 2 39177 ]
Gross carrying amount 283,248 17,628 408,748
Accumulated impairment losses (61,444) (17,628) (377,098)
Net carrying amount 221,804 - 31,650
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31Dec 2021

Expected 12-month  Lifetime expected creditloss Lifetime expected credit loss

credit loss - not credit-impaired - credit-impaired

In EUR thousand (Stage 1) (Stage 2) (Stage 3)
Financial assets
LoanstononcontronmgSharemldersofSUbSIdlanes ................................................... .................................................. ................................................. .
Mlsce"aneousmherborrowmgs7990 .................................................. ......................................... 4288
o the r recewabl es ...................................................................................................................................................................................................................
Recelvablesfromporﬁdlosalestoassouates27802 ........................................ 34346 .................................................
Recewablesﬁomportfmlosalestomlrdpames102295 .................................................. 4444444444444444444444444444444444444444 21577
... R e c elvable S agam Stnoncontm”l ng Shareho |d e rS of .............................................................................................................................................................

subsidiaries 122,076 - -
Mlsce"aneousmherrecelvables81739 .................................................. .................................................
Trade receivables

Other trade receivables 351,334 - R
Gross carrying amount 693,236 34,346 25,865
Accumulated impairment losses (2,482) (23,601 (4,288)
Net carrying amount 690,754 10,745 21,577

Expected credit losses regarding loans to non-controlling shareholders of subsidiaries are considered as relatively low
as those are generally secured by liens on the shares held by these shareholders. However, the Group had to record
allowances against some of these receivables as the carrying amount was no longer covered by the fair value of the

underlying shares.

Other receivables

The credit risk from portfolio-sales is managed before and throughout the contract term and monitored closely at Group
level. Care is taken to ensure that all counterparties with relevance for the Group have at least a satisfactory credit rating.
Receivables from portfolio sales are typically collateralised by share liens and exploitation rights. The credit risk manage-

ment process for receivables from portfoiio sales to associates does not differ from the process applied to third parties.
Receivables from portfolio sales to associates include receivables against AB Immobilien B.V. at an amount of EUR O
thousand (31 December 2021: EUR 14,972 thousand), receivables against Caesar JV Immobilienmanagement und Ver-

waltungs GmbH at an amount of EUR 6,204 thousand (31 December 2021: EUR 27,802 thousand).

In 2022 the Group received a final payment of EUR 9,072 thousand from AB Immobilien B.V. the remainder of the re-

ceivables has been impaired to nil.
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Including interest and default interest, Caesar JV Immobilienbesitz und Verwaltungs GmbH owes to the Group an
amount of EUR 28,975 thousand (31 December 2021: EUR 27,802 thousand). In 2022 the Group earned interest income
at an amount of EUR 908 thousand (2021: EUR 810 thousand). Due to a significant deterioration of the creditworthiness
of the debtor, the Group revised its assessment of the credit risk inherent in those receivables and recorded an impair-
ment loss of EUR 22,805 thousand (2021: EUR O thousand).

Receivables from portfolio sales to third parties include receivables from the sale of the majority shareholding in
ACCENTRO Real Estate AG in 2017. The outstanding amount against the acquirer of the shares (including interest and
default interest) is EUR 60,512 thousand (31 December 2021: EUR 59,592 thousand). In 2022 the Group earned interest
income at an amount of EUR 3,920 thousand (2021: EUR 2,715 thousand). Due to a significant deterioration of the cred-
itworthiness of the debtor, the Group revised its assessment of the credit risk inherent in those receivables and record-

ed an impairment loss of EUR 60,512 thousand.

Expected credit losses regarding receivables against to non-controlling shareholders of subsidiaries are considered
as relatively low as those are generally secured by liens on the shares held by these shareholders. However, the Group
had to record allowances against some of these receivables as the carrying amount was no longer covered by the fair

value of the underlying shares.

Miscellaneous other receivables include receivables against diverse debtors. Due to a significant deterioration in the
creditworthiness of these counterparties, the Group changed its credit risk assessmentin 2022 and increased its allow-

ances against these receivables by EUR 45,484 thousand.

Trade receivables

Other trade receivables include receivables from the sale of real estate held for trading, forward sales and project re-
lated services. The credit risk inherent in these receivables is closely monitored by the Group's Senior Management.
Care is taken to ensure that all counterparties with relevance for the Group have at least a satisfactory credit rating.

Receivables are typically collateralised and subject to legal actions in cases of non-performance by the debtor.

Due to a significant deterioration of the creditworthiness of the counterparties and irrecoverability of collateralisation,
the Group revised its assessment of the credit risk inherent in other trade receivables in 2022 and recorded impairment
losses at a total amount of EUR 329,958 thousand (2021: EUR O thousand).

The creditrisk from trade receivables against tenants is managed and reduced through credit checks prior and through-
out the lease term as well as through risk mitigating contractual terms such es security deposits, direct debit authorisa-
tions and advance payments. Due to the Group’s heterogenous tenant base, both in terms of geographical location as

well as in terms of the size of individual tenant contracts, the concentration of risk is limited.

The Group uses the simplified approach to estimate the lifetime expected credit loss of trade receivables against ten-

ants. The approach relies on a provision matrix that is based on the ageing of the underlying receivables.
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The table below shows the gross amount, the provisions for expected credit losses and the net carrying amount for

each aging bucket: The Group regards trade receivables against tenants that are more than 30 days overdue as credit

impaired.

31Dec 2022
Provision Net carrying
In EUR thousand Gross carrying amount for impairment amount
Not past due 21,565 (551) 5,681
0-30 days past due 5,833 (207) 5,626
31-180 days past due 5,995 (3,063) 2,932
Mare than 180 days past due 29657 (23,301 6,356
Total 63,050 (27122) 35,928
31Dec 2021
Provision for Net carrying
In EUR thousand Gross carrying amount impairment amount
Not past due 20,397 - 20,397
0-30 days past due 3,426 (101) 3,325
31-180 days past due 2,587 (966) 1,983
Mare than 180 days past due 25,763 (22,496) 3,267
Total 52173 (23,562) 28,972

Impairment losses on receivables from tenants changed as follows:
In EUR thousand 2022 2021
Balance as at 1 January (23,562) (34,589)

+/- Change in scope of consolidation - 4,876

Balance as at 31 December (27122) (23,562)
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The following impairment losses have been recognised for each class of financial instruments in the reporting period:

In EUR thousand
Impairment loss of current period for: 31Dec 2022 31Dec 2021

Loans and borrowings

Receivables from portfolio sales to associates 27,769 19,343

Receivables from portfolio sales to third parties 60,512 -
Receivables against non-controlling shareholders of subsidiaries 5,689

Miscellaneous other receivables 43,618 -

Receivables against tenants 7646 4,621
Other trade receivables 278,929 -
Total 434,631 24,351

B. Market risk

The Group is exposed to the risk of changes in market interest rates as a result of floating rate debt. Loans obtained at
variable interest rates expose the Group to cash flow interest rate risk, which could have adverse effects on the Group's
profit or loss or financial position. With respect to fixed rate loans, a change in market interest rates does not have im-
pact on Group’s profit or loss or financial position as they are mainly measured at amortised cost. However, a change

in market interest rates may cause variations in fair value of the respective loans.

As of 31 December 2022 the nominal amount of interest-bearing liabilities which are exposed to interest rate risk
amount to EUR 6,643 million (prior year: EUR 7,811 million). Thereof, an amount of EUR 267 million (prior year: EUR 108

million) relates to variable rate loans.

On the basis of the valuation as at 31 December 2022, the Group performed a sensitivity analysis to determine the

change in interest income and expenses given a parallel shift in the EUR yield curve by +/— 50 basis points:

Variable rate instruments

31Dec 2022 31Dec 2021
Change in interest basis points +50 +50
Effect on the profit before tax (in EUR thousand) (1,551) (93)
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In preparation of the analysis, the Group identified all financial instruments with variable interest rates (principally loan
agreements). Where applicable, interest rate floors embedded in those financial instruments have been taken into ac-
count. All other variables have been held constant. A negative change in the interest rate at the same amount would

have a similar impact on the profit and loss, but in the opposite direction.

In addition, in the course of the acquisition of Adler RE, the Group took over bonds which were issued in New Israeli
Shekels (NIS) and linked to the Consumer Price Index (CPI) for Israel. The bonds of the ADO Group were redeemed in
the 2020 financial year. The bonds of the BCP subgroup were reclassified to liabilities held for sale in 2021. Had the
exchange rate (EUR/NIS) as at the reporting date been 5% higher/lower, the carrying amount of the bonds would have
changed by EUR 7,486 thousand (31 December 2021: EUR 3,612 thousand) or EUR -7,486 thousand (31 December 2021:
EUR -3,612 thousand). If the CPI had increased/decreased by 3%, the carrying amount of the bonds would have changed
by EUR -4,491thousand (31 December 2021: -2,464 thousand) or EUR 4,491 thousand (31 December 2021: EUR 392 thousand).

C. Liquidity risk

The Company’s operational earnings power is generally sufficient to cover ongoing expenses, including the interest

incurred. However, it is not sufficient to repay outstanding bonds or other debt financing.

In order to limit liquidity risk, the Group continuously monitors all financing options available on the capital and banking
markets and uses these options in a targeted manner. Moreover, the Group subjects its existing financings to an early

review prior to the respective final maturity date in order to ensure refinancing.

Under the conditions of existing loan agreements and bonds, the Group is obliged to fulfill certain financial covenants.
If financial covenants are violated and all commonly practiced solutions will be unsuccessful, the lenders could call in
the loan. The fulfilling of these covenants is continually monitored as part of risk management. Throughout 2022 some

of these financial covenants limited the Group’s ability to incur new debt and refinance upcoming maturities.

In 2022, the Group was faced with a critical liquidity position and upcoming debt maturities for example with Adler RE's
outstanding EUR 500,000 thousand 1.875% senior unsecured notes due 27 April 2023. If (e.g) Adler RE failed to meet
the upcoming maturity, creditors under those bonds and under certain other financing arrangements would have been
entitled by cross-default provisions to terminate and declare the relevant debts immediately due and payable. Due to
the above risk, the Group proposed a Restructuring Plan aimed to facilitate a successful implementation of amend-
ments to the Group's senior unsecured notes and to complete a wider financial Restructuring of the Group. In doing so,
the Restructuring Plan would help improve the Group’s liquidity position, avoid imminent defaults under the bonds and
reduce the risk of termination and acceleration of the Group’s debt obligations, and avoid the commencement of bank-

ruptcy or insolvency proceedings of the Company or any other Group company.

On 12 April 2023, the Restructuring Plan was sanctioned by the High Court of Justice of England and Wales. Pursuant

to that plan, the senior unsecured notes were amended with effect from 17 April 2023.
The Restructuring Plan and related amendments provide the liquidity needed to manage the Group’s upcoming debt

maturities, stabilise its business operations, and avoid the need for material Group members to file for insolvency and

sell assets at a deep discount in the current challenging market conditions.
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The following table shows the forecast for undiscounted cash flows of non-derivative financial liabilities and derivative

financial instruments prevalent as per 31 December 2022:

31Dec 2022

Carrying Contractual Due after

In EUR thousand amount cash flows 2023 2024 2025 3years
Corporate bonds 4,234,046 4,687,876 597125 787750 475375 2,827626
Convertible bonds 100,503 167,064 167,064 - = -
Other loans and borrowings 1,645,817 1,717,039 335,563 272,875 404,375 704,226
Other financial liabilities 16,029 16,029 15,092 937 - -
Trade payables 78,242 78,785 78,785 - - =
Tenants' security deposits 18,939 18,939 18,939 - - -
Other payables 107,532 107,534 107,534 - = =
Derivatives (stand-alone) 806 806 - 806 - -
Total 6,201,914 6,794,072 1,320,102 1,062,368 879,750 3,531,852
31Dec 2021

Carrying Contractual Due after

In EUR thousand amount cash flows 2022 2023 2024 3years
Corporate bonds 4,610,353 5,191,000 503,125 597125 787,750 3,303,000

Derivatives (stand-alone) 40,639 2,412 - 1,298 114 -

Total 7272779 7,964,195 995,301 1,129,480 1,089/44 4,750,270

The undiscounted cash flows expected from lease liabilities are outlined in the Note 31 — Leases.

D. Fair value

The following table shows an overview on different classes of financial instruments, their carrying amount, measure-

ment basis, fair value and fair value hierarchy level:
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31Dec

2022

Carrying Fair

Fair amounts value

value Fair value acc. to hie-

Carrying Amortised  through through IFRS 16/ rarchy

In EUR thousand Category amount cost PL [o]e] IAS 28  Fair Value level

Cash and cash equivalents aac 386,985 386,985 - - - 386,985 U .
Total financial assets 853,313 787,557 27,503 12,723 25,530 827783 "
Liabilities

Corporate bonds flac 4234046 4,234,046 - - - 2,270,099 Level 1
Convertible bonds flac 100,503 100,503 - - - 83,588 Level 2
Other loans and borrowings flac 1,645,817 1,645,817 - - - 1,488,415 Level 3
Other financial liabilities 16,029

Otherﬂnanmal“abmtlesatcost ........................................ ﬂac 16029 ........... 1 6029 ................. ................... .................. ........... 1 6029 ................ 1 ) ]
Derivatives lafv 806 - 806 - - 806 Level 3
Trade payables flac 78,242 78,242 - - - 78,242 "
Lease liabilities n/a 14,152 - - - 14,152 - n/a
Otherpayables 126471 .......................................................................................................................
Otherﬂnanualpayables atcost ........................................ ﬂac 1 26471 .......... 126471 ................. ................... .................. .......... 1 2 6471 ................. 1 ) o
Total financial liabilities 6,216,066 6,201,108 806 - 14152 4,063,650

1) The carrying amounts of certain financial assets and liabilities, including cash and cash equivalents, trade and other receivables, restricted and other bank deposits
and trade and other financial payables are considered to be the same or proximate to their fair value due to their short-term nature.

Further information on the financial assets and liabilities measured at fair value through profit or loss are included in the respective notes 21 Derivatives, Note 16 Other
receivables, Note 10 Other financial assets.
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31Dec

2021

Carrying Fair

Fair amounts value

value Fair value acc. to hie-

Carrying Amortised  through through IFRS 16/ rarchy

In EUR thousand Category amount cost PL (o]« IAS 28  Fair Value level

Cash and cash equivalents aac 555,700 555,700 - - - 555,700 "
Total financial assets 1,519,632 1,323,576 140,776 22,885 32,395 1,487,237

Liabilities

Corporate bonds flac 4,610,352 4,610,352 - - - 4138155 Level1
Convertible bonds flac 216,941 216,941 - - - 205,871  Level 2
Other loans and borrowings flac 2,176,136 276,136 - - - 2,181,516 Level 3

Other financial liabilities at fair value lafv - - - - - - Level 3
Otherﬂnana al “abm tles a t Cost ........................................ ﬂ ac ............ 27168 ............ 27168 ................. ................... .................. ............ 2 716 8 ................ 1 ) .
Derivatives lafv 40,639 - 40,639 - - 40,639 Level 3
Trade payables flac 76,383 76,383 - - - 76,383 K
Lease “ ab”mes .................................................................... n/a ............. 1700 1 .................... ................. ................... .......... 1 7001 ..................... ............ n /a .
O th er payable s ......................................................................................................................................................................................................................

Other financial payables flac 125,159 125,159 - - - 125,159 K
Total financial liabilities 7,289,779 7,232,139 40,639 - 17,001 6,794,891

1) The carrying amounts of certain financial assets and liabilities, including cash and cash equivalents, trade and other receivables, restricted and other bank deposits
and trade and other payables are considered to be the same or proximate to their fair value due to their short-term nature.
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Fair value for liabilities is estimated by discounting future cash flows by the market interest rate of the similar instruments
on the date of measurement. In respect of the liability component of convertible bonds, the market rate of interest is de-

termined by bid and ask quotes in the market. The fair value of the bonds is derived from quoted prices in active markets.

E. Capital management

The Company’s management aims to maximise a long-term increase in value for the investors, taking into account fi-
nancial risks by maintaining a degree of financial flexibility in order to be able to pursue the Group’s growth and port-

folio optimisation.

The key figure for capital management is the loan-to-value ratio, which is the ratio of net financial liabilities compared
to the value of the investment and trading properties. The Company aims to achieve a long-term loan-to-value ratio of
below 50% (please refer to the Management Report section). The initiated disposals are expected to contribute signif-

icantly to the achievement of this target in 2022.

F. Movement in liabilities deriving from financing activities

Corporate Convertible Other loans and Other financial
In EUR thousand bonds bonds borrowings liabilities Total

Balance as at 1Jan 2022 4,610,352 216,941 2176136 4,813 7,008,242

Total net financing cash flows (338,480) (118,696) (666,632) = (1123,808)

Effect of changes in foreign exchange rates 7,901 - - - 7,901

Changes arising from selling group of assets and liabilities classi-
fied as held for sale (91,703) - 289,428 - 197725

Other changes 45,976 2,258 (153,115) 8,481 (96,400)

Balance as at 31 Dec 2022 4,234,046 100,503 1,645,817 16,029 5,996,395
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Corporate Convertible Other loans and Other financial
In EUR thousand bonds bonds borrowings liabilities Total

Balance as at 1 Jan 2021 3,728,962 311,972 3,969,192 16128 8,026,254

Receipt of loans and borrowings 1,951,053 - 1152,465 - 3,103,518
Repayment of loans and borrowings (961,298) (91,044) (2,281,301) - (3333643)
Transaction costs related to borrowings (2,278) - - (2,278)
Interest paid (33,306) - (37,423) (70,729)
Total net financing cash flows 954171 (91,044) (1166,259) - (303/132)
Effect of changes in foreign exchange rates 10,023 - - - 10,023

Changes arising from selling group of assets and liabilities classi-
fied as held for sale (74,459) - (602,267) - (676,726)

Other changes (21,878) (n8) (206117) (2,000) (231113)

Balance as at 31 Dec 2021 4,610,352 216,941 2,176,136 4,813 7,008,242

Other changes principally relate to deferred interest and amortisation of transaction costs.
G. Net result from financial instruments by the measurement classifications in IFRS 9
The net result from financial instruments broken down into individual measurement categories is presented in the table

below. Interest income and interest expenses from financial instruments represent a component of the net result. The

gains and losses are due to impairments and reversals from the fair value measurement.

Net result 2022
In EUR thousand IFRS 9 category Interest Profit / loss ocCl Total
Investments in equity instruments measured at
fair value through other comprehensive income aafvOCI - (16) - (16)
Financial assets measured at amortised cost aac 30,439 (434,631) (404,192)
Financial assets measured at fair value through
profit or loss aafv 1,360 (246) 1ma
Financial assets measured at fair value through
other comprehensive income aafvOCI 829 (10,235) (9,406)
Financial liabilities measured at amortised cost flac (180,983) 2,680 (178,303)
Financial liabilities measured at fair value through
profit or loss lafv 38132 38132
Total (148,355) (394,081) (10,235) (552,671)

210 Adler Group Integrated Annual Report 2022 | Unaudited Version



3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

Net result 2021
In EUR thousand IFRS 9 category Interest Profit / loss ocCl Total
Investments in equity instruments measured at
fair value through other comprehensive income aafvOCI - 3,689 - 3,689
Financial assets measured at amortised cost aac 10,309 (23,134) - (12,825)
Financial assets measured at fair value through
profit or loss aafv 1,794 (8,714) - (6,920)
Financial assets measured at fair value through
other comprehensive income aafvOCI 1,326 - (9,067) (7741)

Financial liabilities measured at fair value through
profit or loss lafv - (126,975) - (126,975)

Total (266,788) (119,208) (9,067) (395,063)

H. Derivative financial instruments

Interest rate hedging instruments

Interest rate hedging instruments such as swaps are used at the Group to hedge interest rate risks for floating-rate loan

agreements in particular. The fair values and nominal values of the interest hedge contracts broken down by maturity

are presented below:

In EUR thousand 2022 2021

Fair value Nominal Fair value Nominal
Up to 1year _ _ _ B
Due between 1and 5 years (800) 30,000 (2,372) 81126
Due between 5 and 10 years - - - -
As at 31 December (800) 30,000 (2,372) 81,126
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Note 33 - Related parties

A. Related companies

Transactions with related companies

In 2021 Aggregate Holdings Invest S.A. was the ultimate parent company of Adler Group S.A. In 2022 the shares held
by Aggregate Holdings Invest S.A. were transferred to Vonovia SE. Aggregate Holdings Invest S.A. continues to be a

related party of the Group. There were no business relationships with Vonovia SE.

The following amounts with related parties are included in the consolidated statement of financial position:

31Dec 2022

Other
receivables Other Other loans
Tradere-  and financial financial Trade Other and borro-
In EUR thousand ceivables assets assets payables payables wings
Aggregate (subsidiaries of the parent) 53 330 24,298 - - -
Harel Insurance Company Ltd. (joint venture partner) - - - - - -
Associated companies and joint ventures 3712 14,694 3 - (22,524) -
Other related parties 8 8,369 993 - (152) -
Total nominal value 3,773 23,393 25,294 - (22,676) -
Accumulated impairment losses o o (1,574) - - -
Carrying amount 3,773 23,393 13,719 - (22,676) -
31Dec 2021

Other
receivables Other Other loans
Tradere-  and financial financial Trade Other and borro-
In EUR thousand ceivables assets assets payables payables wings
Aggregate (subsidiaries of the parent) 124 21,330 27,885 (31 - -

Other related parties - 2,264 914 - (188) -
Total nominal value 648 68,369 30,871 (31) (16,120) (25,761)
AccummatedImpalrmentlosses : o0 : : _
Carrying amount 648 68,369 25,871 (31) (16,120) (25,761)
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The following amounts with related parties are included in the consolidated statement of profit or loss:

2022

Expense
Income from from Other
Rental services services Interest Interest  income/(ex-
In EUR thousand income rendered received income  expense pense)
Aggregate (subsidiaries of the parent) 372 - - 2,348 - -
Harel Insurance Company Ltd. (joint venture partner) = - - - (527) -
Associated companies and joint ventures - - - 1,718 (208) 65
Other related parties 220 73 (57) - - -
Total 592 73 (57) 4,066 (735) 65
2021
Income Expense Other
from from Other income/
Rental services services Interest Interest finance (expen-
In EUR thousand income rendered received income expense expense se)
Aggregate (subsidiaries of the parent) 361 10 - 1,326 - (5,65) (12)

Other related parties 882 81 (60) - - - -

Total 1,243 o1 (60) 4895  (1102) (5,651 936

B. Transactions with key management personnel

Within the Group, the individuals in key positions pursuant to IAS 24 include the Board of Directors of Adler Group S.A.

Compensation and benefits to key management personnel that are employed by the Group are broken down as follows:

In EUR thousand 2022 2021
Short-term employee benefits 2,469 2,638
Sharebasedpaymems .................................................................................................................................................................... 695756
Otherbonus“ 44444444444444444444444444 259
Termmatlonfees .............................................................................................................................................................................. 1611
Total 4775 3,653

(*) Related to 2020 before appointment to the Senior Management.

The Board of Directors and members of their immediate families do not personally have any business relationship with

the Group other than in their capacity as members of the Board of Directors.
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C. Emoluments granted to the members of the management and supervisory bodies

The emoluments granted to the members of the supervisory bodies in that capacity for the financial year are broken

down as follows:

In EUR thousand 2022 2021
Directors fee granted to the members of the Board of Directors 1,095 1184
Total 1,095 1184

The emoluments granted to the members of the Senior Management (Co-CEOs, CEO, CFO, CLO, CDO in 2022, Co-
CEOs, CLO, CDO in 2021) are broken down as follows:

In EUR thousand 2022 2021
Fixed salary 1,561 1645
Shomermcasmncemlve ................................................................................................................................................................ 385852
LongtermmcentlvewbepaldeharesorcaSh .............................................................................................................................. 695756
Otherbonus() 44444444444444444444444444 259
Consumngfees ................................................................................................................................................................................ 44242
Otherbenems 4444444444444444444 . -
Termmatlonfees 4444444444444444444444 o, _
Total 4775 3,653

(*) Related to 2020 before appointment to the Senior Management.

Note 34 - Auditors’ fees

Fees billed to the Company and its subsidiaries by KPMG Luxembourg, Société Anonyme, Luxembourg, the previous
auditor of the Company and other member firms of the KPMG network during the previous year are as follows (exclud-
ing VAT). As the Company has no auditor at the issuance of these consolidated financial statements, no auditors' fee

can be disclosed for the financial year 2022.

In EUR thousand 2021
Audit fees 1136
ThereofKPM GLuxembourgSOCIe teAnonyme ........................................................................................................................................................... -
+ axco nS unancysemces ................................................................................................................................................................................................... 440
ThereofKPMGLuxembourgSOCIeteAnonyme
Othernonaumtrelatedservlces() ................................................................................................................................................................................... 1210
ThereofKPMGLuxembourgSOCIeteAnonyme ............................................................................................................................................................. 169

(*) 2021: An amount of about EUR 4.0 million, was incurred on the audit by KPMG Forensic subsequent to the balance sheet date.
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Note 35 - Segments reporting
The segment report reflects the operating segments reported to the Group’s chief operating decision maker (CODM).
The following summary describes the operations in each of the Group’s operating segments:

. Residential property management — the Group’s core business activity is renting and managing residential
properties, which includes the modernisation and maintenance of the properties, the management of tenancy
agreements and marketing of residential units. The focus of property management is on the optimisation of
rental income;

. Privatisation — this segment includes all aspects of preparing and executing the sale of units. In addition, this seg-
ment is also subject to modernisation, maintenance and management, and generates rental income from non-
vacant units.

. Adler RE — this segment comprises the subgroup Adler RE. Adler RE’s activities have the objective of investing in
residential properties that offer sustainable potential for value appreciation and whose current income contributes
to the Group’s success. The Company’s operating strategy also includes active value creation, i.e., improving its
existing residential property portfolios by means of expansion, conversion or modernisation measures.

. Consus — this segment comprises the subgroup Consus Real Estate AG. Consus' core business is the development
of urban middle-income housing in Germany's nine largest cities. The focus is on the development of large-volume

projects with a growing share of large urban neighbourhoods.

Adler RE and Consus are presented as an independent segment in accordance with current internal reporting to the

chief operating decision maker. The goodwill has been allocated to the segment Consus.
The CODM does not review assets and liabilities separately by segment.

Performance is measured based on segment gross profit before revaluation of investment properties. Segment results

reported to the CODM include items directly attributable to a segment on a reasonable basis.
Information about reportable segments

Information regarding the results of each reportable segment is included below. For a detailed breakdown of revenues

including revenues realised at a point in time and over time please refer to Note 25.
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2022
Residential
property
manage- Consoli-  Total conso-
In EUR thousand ment Privatisation Adler RE Consus dation lidated
External income from residential property management 148,447 171 220,978 9,084 (9,326) 369,354

Other income 19,236 18,498 (19,236) 18,498
Consolidated revenue 167,683 2165 221,373 371,813 (28,562) 734,472
Reportable segment gross profit 21,246 764 83,290  (332,661) (10,360) (237721)

Consolidated profit after tax (1,665,269)
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2021
Residential
property
manage- Consoli-  Total conso-
In EUR thousand ment Privatisation Adler RE Consus dation lidated
External income from residential property management 153,929 467 337,039 8,215 (4,558) 495,092

Other income 9727 - - 19,018 (10,619) 18,126
Consolidated revenue 163,656 5,904 345,340 644,822 (15,991) (15,991)
Reportable segment gross profit 106,290 2,104 156,277 (245,495) (7,408) 11,768

Consolidated profit after tax (1,165,007
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Note 36 - Earnings per share
Basic and diluted earnings per share

The calculation of basic earnings per share as at 31 December 2022 was based on the profit attributable to the Company’s

ordinary shareholders divided by a weighted average number of ordinary shares outstanding, calculated as follows:
(1) The diluted and undiluted earnings amount to:

In EUR thousand 2022 2,021

Profit attributable to the owners of the Company

Correction:
Correction: measurement of convertible bonds (after tax) (62) (4,931
Adjusted profit attributable to the owners of the Company to calculate diluted earnings (1,554,291) (1,179,596)

(2) Weighted average number of ordinary shares

(in thousands of shares) 2022 2021
Weighted average as at 1 January 117,510 117,510
Weighted average as at 31 December 117,510 117,510
In EUR 2022 2021
Basic earnings per share (13.25) (10.03)
Diluted earnings per share (13.21) (10.03)
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Note 37 - Subsequent events

The Group has evaluated transactions or other events for
consideration as subsequent events since the reporting
date 31 December 2022 in the annual financial statements
through 24 April 2023, the date of finalisation of the finan-

cial statements.

1. On 9 January 2023, the local court of Berlin-Charlotten-

burg appointed KPMG AG Wirtschaftsprifungs-
gesellschaft as auditor of Adler RE. The judicial appoint-
ment required the acceptance of the audit mandate by the
auditor, which KPMG AG Wirtschaftspriifungsgesellschaft
rejected on 11 January 2023. As of the date hereof, Adler
RE and Adler Group do not have an auditor and are con-

tinuing its intensive efforts to engage an auditor.

2.0n 11 January 2023, AGPS BondCo PLC (the “New Issu-
er”) was substituted in place of Adler Group as issuer of
its six series of senior unsecured notes (“SUNs”) (the “Is-
suer Substitution”). In connection with the Issuer Substi-
tution, Adler Group provided irrevocable and uncondi-
tional guarantees in relation to the obligations and
liabilities under the SUNSs, including (but not limited to)
payment of the principal of, and interest on, the SUNs. On
24 February 2023, a holder of the SUNs, Plan.e.Anleihe
GmbH, commenced proceedings in the Frankfurt Region-
al Court against Adler Group seeking a declaration that
the Issuer Substitution was invalid and unenforceable.
Adler Group opposes the relief sought on the grounds
that the Issuer Substitution was effected in accordance
with the terms and conditions governing each series of
SUNs (the “Terms and Conditions”), and is and continues
to be valid as a matter of German law and will vigorously
defend against such declaration in any such proceedings.

The proceedings are ongoing.

3. On 16 February 2023, the New Issuer completed the
downlisting of its EUR 400,000,000 1.500% unsecured notes
due 2024 (“2024 Notes”), which were admitted to trading on
the regulated Market of Luxembourg Stock Exchange, on the
Euro MTF. The purpose of the downlisting was to harmonise
the 2024 Notes with the other five series of SUNSs.
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4. On 23 February 2023, BNP Paribas, as principal paying
agent, received notices of termination under the Terms and
Conditions from certain holders of SUNs (representing ap-
proximately 6% of the aggregate principal amount of the
SUNSs). Such notices were rejected by the New Issuer for
procedural deficiencies. On 10 March 2023, the notices of
termination were resubmitted. The New lIssuer rejected
one resubmitted notice for procedural deficiencies and re-
jected all resubmitted notices on the basis that no valid
grounds for such termination exist and therefore consid-
ered the purported declarations to be invalid. On 24 March
2023, BNP Paribas again received resubmitted termination
notices, which were similarly rejected by the New Issuer on
the basis that no valid grounds for such termination exist
and that the noteholders of the respective notes were not
entitled to terminate the notes due to the presence of an

ongoing restructuring plan proceeding.

5. On 28 February 2023, S&P downgraded the issuer rat-
ing of Adler RE from CCC- to CC with outlook negative. AD-
LER Real Estate’s EUR 300,000,000 3.000% senior unse-
cured notes due 27 April 2026 (“Adler RE 2026 SUNs")
were also downgraded from CCC- to CC. The CCC- rating
on EUR 500,000,000 1.875% senior unsecured notes due
27 April 2023 (“Adler RE 2023 SUNs”) and on ADLER Real
Estate’s 2.125% EUR 300,000,000 notes due 2024 (“Adler
Re 2024 SUNSs”) was affirmed.

6. 0n 17 March 2023, the Group sent a request to Adler RE
to squeeze-out the remaining minority shareholders of
Adler RE. Subsequently on the same date, the Group and
Adler RE published an ad hoc notification disclosing the
EUR 8.76 per share cash compensation to be paid to the
squeezed-out minority Adler RE shareholders and the date
of the general meeting resolving on the squeeze-out, which
is scheduled for 28 April 2023. The completion of the

squeeze out is expected to occur as early as 28 May 2023.

7. On 21 March 2023, meetings of holders of the SUNs (the
“Plan Meetings”) were held to consider and vote on the
Group’s proposed restructuring plan (the “Restructuring
Plan”), which aimed to facilitate a successful implementation

of amendments to the SUNs and complete the wider finan-
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cial restructuring of the Group (the “Restructuring”), and in
doing so help resolve the financial difficulties faced by the
Group. Subsequently on 21 March 2023, the Group an-
nounced the voting results of the Plan Meetings, noting a
strong level of support for the Restructuring Plan and, more

broadly, the Group’s comprehensive Restructuring proposal.

8. On 31 March 2023, Adler RE signed a comfort letter
(“Comfort Letter”) in relation to the intra-group loan agree-
ment dated 23 May 2022 on the granting of a loan in an
amount of up to EUR 200,000,000 to its subsidiary, Brack
Capital Properties N.V. (“BCP”). Pursuant to the Comfort
Letter, Adler RE undertook to prolong the maturity of part
of the loans granted under the intra-group loan agreement
in an amount of EUR 70,000,000 (“Prolonged Loans”) by
six months until 30 June 2024 if certain conditions are met.
These conditions require, among others, that the Pro-
longed Loans have been secured by collateral provided by
BCP in favour of Adler RE. BCP will provide market stand-
ard collateral as consideration for the Prolonged Loans,
and the interest rate for the Prolonged Loans will be in-
creased with effect from the original maturity date to
3-month-Euribor plus a margin reflecting the then prevail-
ing market conditions (provided that such margin shall be
no lower than 200 basis points). The remaining EUR
130,000,000 part of the loans will maintain the original ma-
turity date of 29 December 2023.

9. 0On 12 April 2023, the High Court of Justice of England and
Wales (the “High Court”) made an order sanctioning the Re-
structuring Plan (the “Sanction Order”) with the final Judge-
ment published on 21 April 2023 (the “Judgement”). It is ex-
pected that a hearing will be scheduled imminently to take
place either during the week of 24 April 2023 or the week
of 1 May 2023 (the “Consequentials Hearing”). As is set out
in the Sanction Order and the Judgement, the purpose of
the Consequentials Hearing will be to hear the parties’ appli-
cations consequential to the Judgement, including , pertain-
ing to the permission to appeal, the deadline for any appel-
lant’s notice and questions of costs. At the hearing of the
High Court’s decision to sanction the Restructuring Plan on
12 April 2023, the ad hoc group of noteholders (the “AHG”)

opposing the Restructuring Plan stated that it would seek
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permission to appeal. The New Issuer will oppose this appli-
cation. Following the Consequentials Hearing, if the High
Court refuses the AHG’s application for permission to ap-
peal, the AHG may apply to the Court of Appeal for permis-
sion to appeal. Permission to appeal will be granted where
the appeal has real prospects of success or there is some
other compelling reason why the appeal should be heard.
The substantive appeal will be allowed where the lower
court’s decision was wrong or unjust because of a serious
procedural or other irregularity (these are the only permitted

‘grounds of appeal’). The Sanction Order is now in force.

10. On 13 April 2023, the Group announced completion of
the Restructuring Plan. Pursuant to the Restructuring Plan,
on 17 April 2023 the SUNs were amended in accordance
with the amended Terms and Conditions governing each se-
ries of SUNs, which included, among other changes:

101 2.75% coupons increase until 31 July 2025; after
which time, the coupons revert to their respective
prior levels;

10.2. extension of the maturity date of the 2024 Notes
from 26 July 2024 until 31 July 2025;

10.3 amendments restricting the incurrence of certain
indebtedness by the Group, subject to certain
carve-outs such as allowing the Group to incur the
New Money Funding (as defined below) and refi-
nance certain existing indebtedness;

10.4 amendments to the reporting covenants that tem-
porarily alleviate the reporting obligations placed
on the Group; and

10.5 amendments to certain other restrictive covenants
to support the new capital structure and liquidity

position of the Group.



The key amendments are summarised in the table below:

Maturity

Interest from
13 April 2023 to
31 July 2025

Interest after
31 July 2025

Reporting
covenant
amendments

Financial
maintenance
covenant

Limitations
on incurrence
of debt

EUR
400,000,000
1.500% unse-
cured notes
due 2024

31 July 2025

past maturity date

EUR
400,000,000
3.250% unse-
cured notes
due 2025

As initially
scheduled
(5 August 2025)

3.250%

EUR
700,000,000
1.875% unse-
cured notes due
2026

As initially
scheduled (14
January 2026)
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EUR
400,000,000
2.750% unse-
cured notes due
2026

As initially
scheduled (13 No-
vember 2026)

EUR
500,000,000
2.250% unse-
cured notes
due 2027

As initially
scheduled (27
April 2027)

EUR
800,000,000
2.250% unse-
cured notes
due 2029

As initially
scheduled (14
January 2029)

The audited year-end financials for the years ending on 31 December 2022 and 31 December 2023 each to be delivered
by 30 September 2024

A maintenance loan-to-value ratio
(“Maintenance LTV Ratio”) covenant

that will require the Maintenance LTV

Ratio to not exceed 87.5% on each
maintenance reporting date

A Maintenance LTV Ratio covenant that will require the Maintenance LTV Ratio to
not exceed 87.5% on each maintenance reporting date on and prior to 31 Decem-
ber 2025, and 85% thereafter

The incurrence of debt other than the New Money Facilities (as defined below), certain refinancing indebtedness, and a
general basket indebtedness of up to EUR 150,000,000 will not be permitted
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11. On 13 April 2023, Adler Group completed a reorganisa-
tion of the Group’s corporate structure. Following the
completion of the reorganisation (i) Adler Group became
the sole shareholder of newly Luxembourg incorporated
entity Adler Group Intermediate Holding S.a r.l. (“Adler
Group Intermediate Holding”), which became the sole
shareholder of three newly Luxembourg incorporated en-
tities (collectively, the “Collateral LuxCos”) and (ii) all
shares in Adler RE, Consus Real Estate AG (“Consus”) and
certain other subsidiaries which previously were directly
orindirectly held by Adler Group (except for the New Issu-
er and for a certain number of the shares in such subsidi-
aries, which continue to be held by Adler Group) were

transferred to the Collateral LuxCos.

12. On 17 April 2023, S&P downgraded the issuer ratings
of both Adler Group and Adler RE from CC to SD (selective
default). The rating of the unsecured debt for both Adler
Group and Adler RE was lowered from CC to D (default).
The ratings on Adler RE 2023 SUNs and Adler RE 2024
SUNSs unsecured debt was affirmed at CCC-. S&P stated
that it will reassess its ratings on Adler Group and Adler
RE after the Restructuring is implemented in a few weeks

and expects an upgrade to the CCC category.

In connection with the sanctioning of the Restructuring
Plan and the implementation of the Restructuring and, in
each case, subject to satisfaction of all the applicable
conditions, the following events described in clauses 13-
16 are expected to commence on or around 25 April 2023
and be completed on or around 27 April 2023. Certain of
the events described in clauses 13-16 will occur simulta-

neously.

13. In accordance with the Restructuring Plan, the Re-
structuring and related committed funding of up to EUR
937,474,000 (the “New Money Funding”), a special pur-
pose vehicle established for the sole purpose of the Re-
structuring (“LendingCo”) will issue the EUR 937,474,000
12.500% notes due 30 June 2025 (the “New Money
Notes”) and subsequently LendingCo will on lend the
New Money Notes proceeds to the Group via loan facili-

ties (the “New Money Facilities”) under a facilities agree-
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ment dated 22 April 2023 (the “New Money Facilities
Agreement”):
131 EUR 322,474,000 term loan facility with Adler
Group, with proceeds to fund (i) in an amount of
EUR 265,000,000, the repayment of an existing up-
stream loan from Adler RE, proceeds of which will
be applied to repay the Adler RE 2023 SUNSs, and
(ii) in an amount of 57,474,000, the payment of fees
incurred in relation to the New Money Funding;
13.2 EUR 235,000,000 term loan facility (“Facility ARE”)
with Adler Group, with proceeds to fund a non-
interest bearing shareholder loan to ADLER Real
Estate to fund repayment of the Adler RE 2023
SUNSs in full on its maturity date (27 April 2023).
13.3 Up to EUR 80,000,000 term loan facility with Con-
sus subsidiaries, with proceeds to fund certain cap-
ital expenditures; and
EUR 300,000,000 term loan facility (“Facility

2024”) with Adler Group, to fund a non-interest

13.4

bearing shareholder loan to ADLER Real Estate to
fund the repurchase and/or repayment of the Adler
RE 2024 SUNSs.
13.5 The New Money Facilities Agreement contains a
number of covenants and undertakings restricting
the actions of Adler Group and certain members of

the Group, including, among others:

13.511 a Maintenance LTV Ratio covenant that will
require the Maintenance LTV Ratio not to
exceed 87.5% on each maintenance re-
porting date on and prior to 31 December
2025, and 85% thereafter;

13.5.2 restrictions to create or permit to subsist
security over assets;

13.5.3 limitations on indebtedness;

13.5.4 limitations on mergers;

13.5.5 restrictions to sell, lease, transfer or other-

wise dispose of any property: (a) in relation
to yielding properties, below 80% of the
relevant gross-asset value, and (b) in rela-
tion to development properties, 70% of the
relevant gross-asset value, in each case as
reflected in Adler Group’s IFRS financial re-
port as of 30 June 2022;



13.5.6 restrictions on Adler Group in respect of

share buy-backs, repayments/prepay-
ments/cancellation and debt buy-backs;
13.5.7 restrictions on investments in properties or
projects and on acquisitions of companies,
shares, securities or business;
13.5.8 restrictions on the change of the general
nature of the Group’s business;
13.5.9 restrictions on granting loans;
13.5.10 restrictions on providing guarantees; and
13.5.11 an obligation of Adler Group to appoint a
chief restructuring officer and an inde-
pendent board member.
13.6 The New Money Facilities Agreement will be gov-
erned by German law and contains certain events
of default, including (subject to certain exceptions)
cross default in relation to the outstanding SUNSs,
the Adler RE 2024 SUNs and/or the Adler RE 2026
SUNs, as well as cross acceleration in relation to any

other debt in the Group above EUR 50 million.

14. Further to the public announcement issued by the
Group on 23 February 2023 related to results of Adler
Real Estate consent solicitations, the terms and condi-
tions of the ADLER RE 2024 SUNs and the ADLER RE
2026 SUNs will be amended. The amendments will allow
ADLER Real Estate to provide liens over its assets to se-
cure the ADLER RE 2024 SUNs, the ADLER RE 2026
SUNSs, Facility ARE, Facility 2024 and the payment-in-kind
interest related to Facility ARE and Facility 2024.

15. Certain members of the Group will provide guarantees
and transaction security in favour of Global Loan Agency
Services GmbH, as security agent, to secure the claims
under the New Money Facilities. In addition, two inter-
creditor agreements were be executed on 22 April 2023
to govern the enforcement of collateral and the waterfall
for the distribution of enforcement proceeds amongst the

different classes of Group creditors.

16. Adler Group will issue and deliver shares in an amount
equal to 22.5% of Adler Group’s share capital following

such issuance (i.e. equal to approximately 29% of the cur-
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rent outstanding share capital of Adler Group) to the New

Money Notes investors.
Additional information can be found on the Adler Group

website: https://www.adler-group.com/en/investors/

publications/news
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List of the company shareholdings

Shareholding and control at
31December in %

Company Country 2022 2021
1 Adest Grundstiicks GmbH Germany 99.54 99.54
2 Adoa Grundstlicks GmbH Germany 99.54 99.54
3 Adom Grundstiicks GmbH Germany 99.54 99.54
4 Adon Grundstlicks GmbH Germany 99.54 99.54
5 Ahava Grundstlicks GmbH Germany 89.90 99.54
6 Anafa 1 Grundstticks GmbH Germany 99.54 99.54
7 Anafa 2 Grundstiicks GmbH Germany 99.54 99.54
8 GAMAZ| Grundstticks GmbH Germany 99.54 99.54
9 Anafa Grundstticks GmbH Germany 89.90 99.54
10 Badolina Grundstiicks GmbH Germany 89.90 99.54
" Berale Grundstlicks GmbH Germany 99.54 99.54
12 Bamba Grundstticks GmbH Germany 99.54 99.54
13 Zman Grundstiicks GmbH Germany 99.54 99.54
14 Adler Immobilien Management GmbH Germany 100.00 100.00
15 CCM City Construction Management GmbH Germany 100.00 100.00
16 Drontheimer Str. 4 GmbH Germany 99.54 99.54
17 Eldalote Grundstlicks GmbH Germany 99.54 99.54
18 NUNI Grundstiicks GmbH Germany 99.54 99.54
19 KREMBO Grundstiicks GmbH Germany 99.54 99.54
20 TUSSIK Grundstiicks GmbH Germany 99.54 99.54
21 Geut Grundstiicks GmbH Germany 99.54 99.54
22 Gozal Grundstiicks GmbH Germany 99.54 99.54
23 Gamad Grundstiicks GmbH Germany 99.54 99.54
24 Geshem Grundstticks GmbH Germany 99.54 99.54
25 Lavlav 1 Grundstiicks GmbH Germany 99.54 99.54
26 Lavlav 2 Grundstticks GmbH Germany 99.54 99.54
27 Lavlav 3 Grundstiicks GmbH Germany 99.54 99.54
28 Lavlav Grundstiicks GmbH Germany 99.54 99.54
29 Mastik Grundstiicks GmbH Germany 99.54 99.54
30 Maya Grundstiicks GmbH Germany 89.90 99.54
31 Mezi Grundstticks GmbH Germany 99.54 99.54
32 Muse Grundstiicks GmbH Germany 99.54 99.54
33 Papun Grundstiicks GmbH Germany 99.54 99.54
34 Nehederet Grundstiicks GmbH Germany 99.54 99.54
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Shareholding and control at
31 December in %

Company Country 2022 2021

35 Neshama Grundstticks GmbH Germany 99.54 99.54
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Shareholding and control at
31 December in %

Company Country 2022 2021

Sheket Grundstticks GmbH
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Shareholding and control at
31 December in %

Company Country 2022 2021

Yona Stromstrae Grundstiicks GmbH
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Shareholding and control at
31December in %

Company Country 2022 2021

137 Dvash 14 Grundstiicks GmbH Germany 89.90 89.90
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Shareholding and control at
31December in %

Company Country 2022 2021

m ADO 9400 Grundstiicks GmbH Germany 89.90 89.90
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Shareholding and control at
31December in %

Company Country 2022 2021

205 Verwaltungsgesellschaft ADLER Real Estate mbH Germany 100.00 100.00
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Shareholding and control at
31December in %

Company Country 2022 2021

239 SEPAT PROPERTIES GmbH Germany 89.90 89.90
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Shareholding and control at
31December in %

Company Country 2022 2021

273 RIV Harbour East WA 1 GmbH Germany 89.90 89.90
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Shareholding and control at
31December in %

Company Country 2022 2021

307 BCRE Essen Wohnen BV. Netherlands 99.90 99.90
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Shareholding and control at
31December in %

Company Country 2022 2021

341 Brack Capital (Darmstadt Goebelstrasse) GmbH Germany 100.00 100.00
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Shareholding and control at
31December in %

Company Country 2022 2021

375 Brack Capital Magdeburg VI GmbH Germany 94.80 94.80
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Shareholding and control at
31 December in %

Company Country 2022 2021

409 Eurohaus Frankfurt AG Germany 89.99 89.99
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Shareholding and control at
31 December in %

Company Country 2022 2021

443 Consus Projekt Development GmbH Germany 86.53 86.53

476 SG Hamburg Holsten Quartiere 6 UG - 86.53
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Shareholding and control at
31December in %

Company Country 2022 2021

477 SG Hamburg Holsten Quartiere 7 UG Germany - 86.53
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Shareholding and control at
31December in %

Company Country 2022 2021

51 Artists Parking Berlin - ST GmbH & Co. KG Germany 94.00 94.00

544 Consus Graphisches Viertel GmbH & Co. KG

Adler Group Integrated Annual Report 2022 | Unaudited Version

239



240

3 | CONSOLIDATED FINANCIAL STATEMENTS
Notes to the Consolidated Financial Statements

Shareholding and control at
31December in %

Company Country 2022 2021

545 Living Central Beteiligungs-GmbH Germany 94.00 94.00

575 Artists Living Verwaltungs GmbH Germany 100.00 100.00
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4 | ANNUAL ACCOUNTS
Balance Sheet

Balance Sheet

In EUR Note 31 Dec 2022 31 Dec 2021

98,400,000

94,537,634

Prepayments 2.28,7 27171133 33,683,228
Total assets 3,578,133,411 4,635,701,315

The accompanying notes form an integral part of the annual accounts.
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Balance Sheet

In EUR Note 31 Dec 2022 31 Dec 2021

Capital, reserves and liabilities

Becoming due and payable within one year 877751 1,442,751

Total capital, reserves and liabilities 3,578,133,411 4,635,701,315

The accompanying notes form an integral part of the annual accounts.
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Profit and Loss Account

In EUR Note 2022 2021

Profit and loss account

Net turnover 221,11 24,705,659 8,594,436
e : -
 Raw materials and consumables and other external expenses (54,945,190) (19.636,384)
""" Otherextemal expenses 2 (54,945190) (19,636,384
e o o
""" Wogesandsalaries (2.350535) 0757181
...... o . o
............ T o -
............ TR - -
TR - e
""" In respect of formation expenses and of tangible and intangible fixed

assets 2.212,3 (13,670,664) (13,746,353)
""" nrespectof curentassets 2212,52 (12.439.467) 22333229
Otheroperating expenses (1,540,660) (2199178)
Income from participating interests 94103,470 :
""" Defived from affiiated undertakings 223,41 94103.470 :

Income from other investments and loans forming part of the fixed

assets 2214 110,550,684 72,248,765
......... Der|ved .f}.c;;".r;affiliated undertakings 4.2 98,600,894 61,193,376
......... Othermcomenot fromafﬂllated 'undertakings 43,44,6 11,949,790 11,055,389
 Other interest recelvable and similar Income 557834 1184,891
""""" Derived from affiiated undertekings 5 108,310 184,832
""""" Ofher nterestand simlar neome 2214 449524 50

Value adjustments in respect of financial assets and of investments
held as current assets

Other taxes not shown above (4,815) (4,815)

Profit or loss for the financial year 8.4 (1131,100,774) (1,835,906,579)

The accompanying notes form an integral part of the annual accounts.
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Note 1 - General
information

Adler Group S.A. (hereafter the “Company”) previously
known as ADO Properties S.A. was incorporated in
Cyprus as Swallowbird Trading & Investments Limited on
13 November 2007 as a private limited liability company in
accordance with the provisions of the Cyprus Companies
Law, Cap. 13. Its registered office was situated in
Larnaca, Cyprus. On 8 June 2015, the Company deleted
its registration in Cyprus and moved its registered office

and central administration to Luxembourg.

The Company adopted the form of a private limited liabil-
ity company (société a responsabilité limitée) under
Luxembourg law. The Company was then converted to a
public limited liability company (société anonyme) for an
unlimited duration under the Luxembourg law by decision
of the General Meeting of Shareholders dated 16 June

2015 and changed its name to ADO Properties S.A.

The Company changed its name from ADO Properties
S.A. to Adler Group S.A. by decision of the General Meet-
ing of Shareholders dated 29 September 2020.

The Company is registered under the RCS number
B197554 in Luxembourg.

On 23 July 2015, the Company completed an initial public
offering (“IPO”) and its shares are traded on the regulated

market (Prime Standard) of the Frankfurt Stock Exchange.

The Company has its registered office at 55 Allée Scheffer,
L-2520 Luxembourg. The Company’s financial year starts

1January and ends 31 December of each year.

The object of the Company is the acquisition and holding
of interests in Luxembourg and/or in foreign undertak-
ings, as well as the administration, development and man-
agement of such holdings. The Company may provide fi-
nancial assistance to the undertakings forming part of the
group of the Company such as the providing of loans and

granting of guarantees or securities in any kind or form.

4 | ANNUAL ACCOUNTS
Notes to the Annual Accounts

The Company may also utilise its funds to invest in real
estate and, provided such investment is ancillary to or re-
lated to the acquisition, holding, administration, develop-
ment and management of the undertaking forming part of
the group of the Company, the Company may invest in
intellectual property rights or any other movable or im-

movable assets in any kind or form.

The Company may borrow in any kind or form and may

privately issue bonds, notes or similar debt instruments.

The annual accounts of the Company are prepared under
the provision of the law applicable for commercial compa-

nies in Luxembourg.

The Company also prepares consolidated financial state-
ments under International Financial Reporting Standards
(IFRSs) as adopted by the European Union. The copies of the
consolidated financial statements are available at the regis-

tered office of the Company or at https://adler-group.com

Note 2 - Summary of
significant accounting and
valuation policies

2.1 Basis of preparation

The annual accounts have been prepared in accordance with
Luxembourg legal and regulatory requirements under the his-
torical cost convention. Accounting policies and valuation
rules are, besides the ones laid down by the Law of 19 Decem-

ber 2002, determined and applied by the Board of Directors.

The preparation of annual accounts requires the use of
certain critical accounting estimates. It also requires the
Board of Directors to exercise its judgement in the process
of applying the accounting policies. Changes in assump-
tions may have a significant impact on the annual ac-
counts in the period in which the assumptions changed.
Management believes that the underlying assumptions
are appropriate and that these annual accounts present

the financial position and results fairly.
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The books and records are maintained in EUR and the an-
nual accounts have been prepared in accordance with the

valuation rules and accounting policies described below.

The accounting policies applied to prepare these annual ac-

counts are in conformity with the going concern principle.

The coronavirus pandemic
and its impact on the Company

Following the outbreak of the coronavirus in December
2019 there has been a decline in economic activity in
many regions of the world including Germany. In response
to the risks of the pandemic for the health system and in
order to protect particularly vulnerable individuals, the
government took numerous measures to limit the spread
of the virus with serious negative effects on Germany’s
economic development. The year 2022 was character-
ised by a gradual withdrawal of those measures. Howev-
er, persistent supply chain disruptions continue to lead to
shortages of raw materials and other inputs and conse-

quent price increases.

The Company’s risks and exposures

relating to the coronavirus pandemic

Adler Group may be exposed to risks from a deterioration
in the solvency of commercial and private tenants. Risks
for the Group’s development projects arise from disrup-
tions in global supply chains causing further delays in the
construction progress and price increases for building

materials.

Specific effects of the coronavirus on the Company’s

operating results

The Company is continuously assessing the impact of the
pandemic on its business, on the measurement of all of
its assets and liabilities and on its ability to generate pos-
itive results from forward and upfront sales of develop-
ment projects. The Company does not expect the crisis
to have material impact on the rental income and the val-

uation of investment properties. The values of invest-
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ment properties, projects, financial assets and financial
liabilities as at 31 December 2022 as disclosed in these
annual accounts reflect the economic conditions in exist-

ence at that date.

Disruptions in global supply chains burdened the Group’s
construction activity and had a negative impact on the

profitability and value of the Group’s development assets.

The Ukraine conflict and its impact on the Group

Following the invasion of Ukraine by the Russian Federa-
tion on 24 February 2022, the German government and
the European Union decided on a set of comprehensive
economic sanctions against the Russian Federation with
adverse effects on domestic energy price levels. Whether
and to what extent further sanctions will be adopted or
whether the conflict may intensify further cannot be as-
sessed at present. All estimates and disclosures regard-
ing the impact of the Ukraine conflict reflect the informa-
tion available as of the report publication date and may be

subject to subsequent changes.

The Group’s risks and exposures relating to the

Ukraine conflict

In itself, energy price inflation does not have a signifi-
cant impact on the profitability and value of the Group’s
residential portfolio, as it is deemed that price increases
can generally be recharged. The risk of default by ten-
ants is addressed by appropriate valuation allowances
on the Group’s receivables and contract assets against

tenants.

Risks for the Group’s development projects arise from
further disruptions in global supply chains causing fur-
ther delays in the construction progress and price in-

creases.

Market fluctuations and sanctions against investors from
the Russian Federation make refinancing more difficult.
As a company with a weak credit rating, the Group might

be affected.



Specific effects of the Ukraine crisis on the Group’s

operating results

The Group is continuously assessing the impact of the

Ukraine conflict on profitabitliy and value of its assets.

The value of investment properties, contract balances, in-
ventories and financial assets and liabilities as at 31 De-
cember 2022 reflects the economic conditions in exist-

ence at that date.

Going concern

The Company’s operational earnings power is generally
sufficient to cover ongoing expenses, including the in-
terest incurred. However, it is not sufficient to repay out-
standing bonds or other debt financing. Throughout
2022, certain financial covenants limited the Company’s
ability to incur new debt and refinance upcoming matur-

ities.

In 2022, the Company was faced with a critical liquidity po-
sition and upcoming debt maturities, for example with ADLER
RE’s senior unsecured notes. If ADLER RE failed to meet the
upcoming maturities in 2023, creditors under several fi-
nancing arrangements would been entitled by cross-
default provisions to terminate those financing arrange-
ments and declare the relevant debts immediately due and
payable. Such non-consensual and uncoordinated acceler-
ation of outstanding debt would have risked significant val-
ue destruction, as the Company would have been unable
to satisfy these material accelerated debt obligations given
its liquidity position and inability to sell assets at the neces-
sary speed and price. As a result, in this scenario, the direc-
tors of the debtor entities would have had a statutory duty
to file those relevant Group companies into bankruptcy or

insolvency proceedings.

Due to the above risks, Adler Group proposed a restruc-
turing plan with the goal of facilitating a successful im-
plementation of amendments to the senior unsecured
notes and complete a wider financial restructuring of the

Group.

4 | ANNUAL ACCOUNTS
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On 12 April 2023, the Restructuring Plan was sanctioned

by the High Court of Justice of England and Wales. Pursu-

ant to the Restructuring Plan, the senior unsecured notes
were amended to provide, among other things:

. 2.75% coupons increase until 31 July 2025; after
which time, the coupons revert to their respective
prior levels;

. extension of the maturity date of AGPS BondCo
PLC’s EUR 400,000,000 1.500% unsecured notes
due 2024 from 26 July 2024 until 31 July 2025;

. amendments restricting the incurrence of certain in-
debtedness by the Group, subject to certain carve-
outs such as allowing the Group to incur EUR
937,500,000 of new financing via four term loan fa-
cilities (“New Money Funding”) and refinance certain
existing indebtedness;

. amendments to the reporting covenants that tempo-
rarily alleviate the reporting obligations placed on
the Group; and

. amendments to certain other restrictive covenants to
support the new capital structure and liquidity posi-

tion of the Group.

The Restructuring Plan and related amendments provide
the liquidity needed to manage the Group’s upcoming
debt maturities, stabilise its business operations and

hence, continue as a going concern.

2.2 Significant accounting and valuation
policies

The main accounting and valuation rules applied by the

Company are the following:

2.2.1. Currency translation

Transactions expressed in currencies other than EUR are
translated into EUR at the exchange rate effective at the
time of the transaction.

Formation expenses and long-term assets expressed in

currencies other than EUR are translated into EUR at the

exchange rate effective at the time of the transaction. At
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the balance sheet date, these assets remain translated at

historical exchange rates.

Cash at bank is translated at the exchange rate effective
at the balance sheet date. Exchange losses and gains are

recorded in the profit and loss account of the year.

Other assets and liabilities are valued individually at the
lower, respectively the higher, of their value at the histori-
cal exchange rate or their value determined at the ex-
change rates prevailing at the balance sheet date. The
unrealised exchange losses are recorded in the profit and
loss account. Realised exchange gains and realised ex-
change losses are recorded in the profit and loss account

at the moment of their realisation.

Where there is an economic link between an asset and a
liability, these are valued in total according to the method
described above, the net unrealised losses are recorded
in the profit and loss account, and the net unrealised ex-

change gains are not recognised.

2.2.2. Formation expenses

Formation expenses include expenses incurred for the
IPO, capital increase, bond issuance, and costs incurred
on revolving credit facilities. Formation expenses are writ-
ten off based on a straight-line method over a period of

five years or until the maturity date of the respective loan.

2.2.3. Financial assets

Shares in affiliated undertakings/participating interests/
loans to these undertakings/investments held as fixed as-
sets/other loans are valued at purchase price/nominal val-

ue (loans and claims), including their incidental expenses.

If, in the opinion of the Board of Directors, the value is
permanently compromised, the values of the financial as-
sets are adjusted and recognised at the lower value as at
the balance sheet date. These value adjustments are not
continued if the reasons for which the value adjustments

were made have ceased to apply.
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2.2.4. Debtors

Debtors are valued at their nominal value. They are sub-
ject to value adjustments where their recovery is compro-
mised. These value adjustments are not continued if the
reasons for which the value adjustments were made have

ceased to apply.

2.2.5. Investments

Transferable securities are valued at the lower of pur-
chase price, including expenses incidental thereto and
calculated on the basis of weighted average prices meth-
od, or market value, expressed in the currency in which
the annual accounts are prepared. A value adjustment is
recorded where the market value is lower than the pur-
chase price. These value adjustments are not continued if
the reasons for which the value adjustments were made

have ceased to apply.

The market value corresponds to:

. the latest available quote on the valuation date for
transferable securities listed on a stock exchange or
traded on another regulated market;

. the probable realisation value estimated with due
care and in good faith by the Board of Directors for
transferable securities not listed on a stock exchange
or not traded on another regulated market and for
transferable securities listed on a stock exchange or
traded on another regulated market where the latest

quote is not representative.

2.2.6. Cash at bank and in hand

Cash at bank and in hand comprise cash on hand and de-

posits in banks. Cash is valued at its nominal value.



2.2.7. Derivative financial instruments

The Company may enter into derivative financial instru-
ments such as options, swaps and futures. These deriva-

tive financial instruments are initially recorded at cost.

At each balance sheet date, unrealised losses are recog-
nised in the profit and loss account whereas gains are ac-

counted for when realised.

In the case of hedging of an asset or a liability that is not
recognised at fair value, unrealised gains or losses are
deferred until the recognition of the realised gains or loss-

es on the hedged item.

2.2.8. Prepayments

Prepayments include expenditure incurred during the fi-

nancial year but relating to a subsequent financial year.

2.2.9. Provisions

Provisions are intended to cover losses or debts, the na-
ture of which is clearly defined and which, at the balance
sheet date, are either likely to be incurred or certain to be
incurred but uncertain as to their amount or the date on

which they will arise.

Provisions may also be created to cover charges which
originate in the financial year under review or in a previ-
ous financial year, the nature of which is clearly defined
and, which at the date of the balance sheet, are either
likely to be incurred or certain to be incurred but uncer-

tain as to their amount or the date on which they will arise.

Provisions for taxation corresponding to the tax liability
estimated by the Company for the financial years for
which no final assessment notices have yet been received
are recorded under the caption “Provisions for taxation”.
The advance payments are shown in the assets of the bal-

ance sheet under “Other debtors”.
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2.2.10. Creditors

Creditors are recorded at repayable amount.

2.2.11. Net turnover

The net turnover comprises the amounts of management
fees, sales of services, recharge of fees and income on
loan guarantee charged to affiliated companies.

2.2.12. Value adjustments

Value adjustments are deducted directly from the book
value of the related asset and charged to the profit and
loss.

2.2.13. Income from participating interests

Dividend income and gain on disposal of shares in affiliated

undertakings are recognised on an accrual basis.

2.2.14. Interest income and expenses

Interest income and expenses are recognised on an ac-

crual basis.
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Note 3 - Formation expenses

Formation expenses comprise incorporation expenses, expenses incurred for the capital increase, costs incurred for the

IPO and costs incurred for bond or loan issuance (covering mainly underwriting, appraisal, legal and audit expenses).

In EUR 31Dec 2022 31Dec 2021
Gross book value - opening balance 104,112,137 79,220,131
Addtonsfortheyear 560000 24892006
.( Dlsp osals forthe year) ..................................................................... - »
Grossbookvake-clsingbalences 104672137 104112137
(Accumuisted value adjusiments - opening belanes) (57331138) (43584785
.( Addlt Ion S forthe y .e. .a. r) ................................................................... er086n PR,
Rev er Salsfortheyear .................................................................... _ _
(Accumuiated value acjustments - closing balance) (1001802) (57331138)
Net book value - closing balance 33,670,335 46,780,999
Net book value - opening balance 46,780,999 35,635,346

During the year the addition of the formation expenses is composed of the following elements:

Nature and date of the formation expenses In EUR 2022 2021
Revolving credit facility costs in March 2018 - 27708
Revolving credit facilty costs in September2020 : 7207
Bondsissuance costsin Jemuery 2021 : 1795572
Revolving credit acilty costs nMarch 2021~ 560,000 214,496
loanissuance costs inMarch2021 : 316000
EMT N Progra mmecosts m 2 021 ............................................................ _ ceomi
Bonds Issu ance CO S ts m Apnl 202 1 ........................................................................ — revaer
G reenbondcosts m 2 021 ....................................................................................... - D500
Total 560,000 24,892,006
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Note 4 - Financial assets
4.1 Shares in affiliated undertakings

The movements are as follows:

In EUR 31Dec 2022 31Dec 2021
Gross book value - opening balance 4,285,770,051 4,225,210,109
Addmo ns forthe year ....................................................................................................................................................... 52007406 .................. 6 0559943 .
(Dlsposalsfortheyear) ....................................................................................................................................................... ( 3501028)
G ross b°°k valuedo s mg balance ........................................................................................................................... 4,334’276’428 ............. 4y285’77o,°51 .
(Accummatedvalueadjustmentsopemngbalance) .................................................................................................... (1083891829)
(Additions for the year) (747,820,840) (1,083,891,829)
(Accumulated value adjustments - closing balance) (1,831,712,669) (1,083,891,829)
Net book value - closing balance 2,502,563,760 3,201,878,222
Net book value - opening balance 3,201,878,222 4,225,210,109

During the year 2022 the company acquired further shares of Adler Real Estate AG for a total purchase price of
EUR 1,490,764.

On 25 November 2022 the Company bought 83.8% of the shares in Artists Living Frankfurt Com GmbH & Co. KG,
Artists Living Frankfurt Dev GmbH and Artists Living Frankfurt SSC GmbH & Co. KG, as well as 100% of the shares of
RAFFA Verwaltungs GmbH.

On 23 December 2022 the Company founded AGPS BondCo PLC, a 100% owned subsidiary in the United Kingdom.

On 29 December 2022 the Company bought the outstanding shares of Joysun 1 B.V., Joysun 2 B.V., Songbird 1 Aps,
Songbird 2 Aps from the minority shareholder. The purchase price amounted to EUR 50,438,193.

Based on the valuation of investments as well as recoverability of intercompany loans as at 31 December 2022, the
Management Board decided to impair certain investments. The main effects are based on the partial impairment in the
value of the shares of the Adler RE as well as the assessed recoverability of intercompany receivables against entities
of the Consus Real Estate AG subgroup. The assessments take the current market conditions as well as the approved
restructuring plan (please refer to Note 18. Subsequent events) as discussed in front of the High Court of Justice of
England and Wales into account. The calculation of the impairment in the value of the shares of the Adler RE was based
on the share price of EUR 8.76 per share that was offered to the minority shareholders of Adler RE at the squeeze-out.
Based on this information, the Management Board decided to impair the investment in Adler RE in an amount of
EUR 221 million. Further, the Management Board decided on a partial impairment in the value of the shares of the fol-
lowing subsidiaries in the following amounts: ADO Lux-EEME S.a rl EUR 526,081,800, Adler Treasury GmbH
EUR 25,000, Adest Grundstiicks GmbH EUR 23,475, Adler Immobilien Management GmbH EUR 337,564, Adler Proper-
ties GmbH EUR 25,0000, ADO Living GmbH EUR 25,000, CCM City Construction Management GmbH EUR 25,000,
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Mezi Grundstiicks GmbH EUR 223,262 EUR, Osher Grundstiicks GmbH EUR 23,500. As at 31 December 2021 the

Management Board decided on a full impairment in the value of the shares of the Consus Real Estate AG.

During the year 2022 the Company sold some of its subsidiaries to affiliated companies. From this sale the Company
recognised EUR 94,103,470 income.

As at the year-end, the Company held the following shares in affiliated undertakings:
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Ownership Ownership

2022 2021
Company's name Registered country % %
Adest Grundstiicks GmbH Germany 93.90 93.90
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Ownership

2022

Company's name Registered country %
Consus Real Estate AG Germany 93.86
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Ownership Ownership

2022 2021
Company's name Registered country % %
Reshet Grundstiicks GmbH Germany 93.90 93.90
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Ownership Ownership

2022 2021

Company's name Registered country % %
Yarok Grundstticks GmbH Germany 93.90 93.90
Germany 93.90 93.90

Germany 99.90 99.90

.ilr;;r;ér.lljtndsttlcks GmbH Germany 93.90 93.90

These affiliated undertakings form part of the Company’s consolidated financial statements prepared under IFRS as

adopted by the European Union.

4.2 Loans to affiliated undertakings

The movements are as follows:

In EUR 31Dec 2022 31Dec 2021
Gross book value - opening balance 1,681,491125 115,894,274
Additions for the year 196,929,044 1,534,309,657
Repeymentscurngtheyeay : (18712,806)
;i- ra nsfers d unn gtheyear .................................................................................................................................................................. ................. 50 OOO OOO .
G ross b°°k valuedo s mg balance ............................................................................................................................ 1,878,420,169 ............... 1681491125 .
(AccummatedvalueadjustmentsOpenlngbalance) ...................................................................................................... (682371297)
(Additions for the year) (428120,047) (682,371,297)
(Accumulated value adjustments - closing balance) (1,110,491,344) (682,371,297)
Net book value - closing balance 767,928,824 999,119,828
Net book value - opening balance 999,119,828 115,894,274

During the year 2021, the Company entered into loan agreements with ADO Lux Finance S.a r.l. (interest: 5.8% p.a.,
original maturity date: 31 March 2023, prolonged till 31 March 2024) and Consus Swiss Finance AG (interest: 4.32-6.00%
p.a., maturity date: variable, latest at 31 December 2023). As at 31 December 2022, the Management Board decided on
a partial impairment in the value of the loan to ADO Lux Finance S.a r.l. in an amount of EUR 428,120,047. The balance
of the loan amounted to EUR 802,300,510 (31 December 2021: EUR 999,119,828). There was no further loan given to
Consus Swiss Finance AG. As at 31 December 2021, the Management Board decided on a full impairment in the value of

the loan amount to Consus.

The interest income from loans to affiliated undertakings amounted to EUR 98,600,894 (2021: EUR 61,193,376).
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The movements are as follows:
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In EUR 31Dec 2022 31Dec 2021
Gross book value - opening balance 19,806,613 12,940,772
Addions fortheyear : 19806613
(isposals fortheyea) : (2940772)
Gross book value - closing balance 19,806,613 19,806,613
(Accumuiated valve adiustments -openingbalonce) (4.999613) _
(Additions for the year) (6,574,750) (4,999,613)
Reversalsfortheyear _ ,
(Accumulatedvalue adjustments -closing balance) msmzen @os0613)
Net book value - closing balance 8,232,250 14,807,000
Net book value - opening balance 14,807,000 12,940,772

Investments held as fixed assets relate to the bond from Aggregate Holdings S.A., a subsidiary of Aggregate Holdings
Invest S.A. (a shareholder of the Company) in an amount of EUR 8,232,500. As at 31 December 2022 the Company

deemed that an impairment has occurred in the value of the bond from Aggregate based on the decreasing market rate.

The value adjustment amounts to EUR 6,574,750 (31 December 2021: EUR 4,999,613).

The Company realised EUR 1,519,375 (2021: EUR 664,163) interest income from the Aggregate Bond.
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4.4 Other loans

The movements are as follows:

In EUR 31Dec 2022 31Dec 2021
Gross book value - opening balance 47,312,005 43,542,242
Addltlonsfortheyear13996037 ..................... 3769763
(Dlsposalsfortheyear) .......................................................................................................................................................... (951774)
GmSSbOOkvaluedosmgbalance60’356’268 .................. 47’312,005
(AccumulatedvalueadjustmentsOpenmgbalance) .........................................................................................................................
(Addltlonsfortheyear) ......................................................................................................................................................................
Reversalsfortheyear .......................................................................................................................................................................
(Accummatedvalueadjustmentsdosmgbalance) ........................................................................................................................
Net book value - closing balance 60,356,268 47,312,005
Net book value - opening balance 47,312,005 43,542,242

During 2020 and 2021 the Company entered into loan agreements with Taurecon Invest IX GmbH and had purchase
price receivables from the sale of minority shares to Taurecon Invest XIl GmbH (Taurecon). Effective 1 January 2022 all
the previous loan agreements with Taurecon Invest IX GmbH were assigned to Taurecon Lux Invest Il GmbH and the
interest rate increased to 4.30% (previously 3.50%). The purchase price receivables were also transformed into the new
loan agreement bearing an interest rate of 4.30%. The minority shares that the Taurecon companies hold in Adler sub-

sidiaries are pledged as security measurement. An amount of EUR 951,774 was repaid during 2022.

The total interest income from other loans for 2022 amounted to EUR 2,614,649 (2021: EUR 1,827,082).
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Note 5 - Debtors

5.1 Trade debtors

In EUR 31Dec 2022 31Dec 2021

Becoming due and payable within one year

Trade receivables 7658 -
Suppliers with a debit balance - 508,077
Total 7,658 508,077

5.2 Amounts owed by affiliated undertakings

In EUR 31Dec 2022 31Dec 2021

Becoming due and payable within one year

Management fees due from affiliated companies 12,019,215 7,355,273
Other related parties 59,647,900 67183,929
Total 71,667,116 74,539,202

Management fees due from affiliated companies comprises of management fee services provided to Adler RE,
Consus Real Estate AG and Adler Properties GmbH. As at 31 December 2022 the Management Board decided on a
partial impairment of the trade receivables from Adler Properties GmbH in an amount of EUR 3,360,940 as well as a
full impairment of the trade receivables from Consus Real Estate AG in an amount of EUR 9,069,527 (2021:
EUR 2,271,067).

Other related parties are principally composed of an accrued interest receivable of EUR 29,731,896 (31 December 2021:
EUR 33,641,541) from the loan given to ADO Lux Finance S.a r.l. The short-term loan of EUR 31,380,739 as at 31 Decem-
ber 2021 owed by Adler Treasury GmbH was repaid during 2022. The accrued interest receivable from the loan given

to Consus Swiss Finance amounts to EUR 28,925,201 (31 December 2021: EUR O as it was fully impaired).

5.3 Other debtors

In EUR 31Dec 2022 31Dec 2021

Becoming due and payable within one year

VAT receivable 8,277,699 3,729,651
Advanc Etax paymems ............................................................................................................................................................... 38055 .................... 10 4309 -
Advanceforelgntaxpayments ..................................................................................................................................................... 12671 .................... 291932
Otherrecelvables20’306034 ............... 2 0009227
Total 28,634,459 24,135,120
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Other receivables are principally composed of a total amount of EUR 10,277,079 owed by a minority shareholder of af-
filiated undertakings and EUR 10,028,955 accrued interest receivable from bonds and loans given, from which
EUR 7,197,847 (31 December 2021: EUR 5,772,096) is a receivable from Consus RE GmbH, a subsidiary of Consus Real
Estate AG and EUR 216,459 (31 December 2021: EUR 216,459 ) is a receivable from Aggregate Holdings S.A., a subsid-
iary of Aggregate Holdings Invest S.A. (a shareholder of the Company).

Note 6 - Other investments

Other investments are composed of investments in bonds. All of the EUR 39,865,000 relate to a bond of Consus RE

GmbH, a subsidiary of Consus Real Estate AG.

In 2022 the interest income from other investments in bonds amounted to EUR 7,815,766 (2021: EUR 7,067,623).

Note 7 - Prepayments

Prepayments are mainly composed of an amount of EUR 26,940,182 (31 December 2021: EUR 33,522,923) concerning

the net value of the discount on the corporate bonds (please refer to the Note 10.1).

Note 8 - Capital
8.1 Subscribed capital

Subscribed capital amounts to EUR 145,713 and is divided into 117,510,233 dematerialised shares without a nominal

value, all of said shares being fully paid-up.
The authorised unissued capital of the Company is set at EUR 1,000,000 without nominal value.

The movements are as follows:

In EUR 2022 2021

Subscribed capital - opening balance 145,713 145,713

Subscriptions for the period -

Subscribed capital - closing balance 145,713 145,713
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In EUR 2022 2021
Share premium and similar premiums - opening balance 2,242,906,370 2,296,961,077
Movements for the year - (54,054,707)
Share premium and similar premiums - closing balance 2,242,906,370 2,242,906,370

8.3 Legal reserve

The Company is required to allocate a minimum of 5% of its annual net income to a legal reserve after deduction of any

losses brought forward, until this reserve equals 10% of the subscribed share capital. This reserve is non-distributable

during the life of the Company. The appropriation to legal reserve is effected after approval at the General Meeting of

shareholders.

8.4 Movements during the year on the reserves and profit and loss items

The movements during the year 2022 are as follows:

Profit or loss Profit or loss for
In EUR Legal reserve Other reserves brought forward the financial year
At the beginning of the year 14,571 437,488 434,033,399 (1,835,906,579)
Movementsfortheyear ...................................................................
Allocatlonofpnoryearysresun ......... (1835906579) ........... 1 835906579
Resu|toftheyear ............. (1131100774)
At the end of the year 14,571 437,488 (1,401,873,180) (1,131,100,774)

The impairments on investments and receivables resulted in a loss for the year that depleted Adler Group S.A.’s equity.

Please refer to Note 4.1, 4.2, 4.3 and 5.2 for further details of the impairments made.
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Note 9 - Provisions
9.1 Other provisions

Other provisions are presented as follows:

In EUR 31Dec 2022 31Dec 2021

Provision for audit services 1,300,000 476,700

Provision for costs relating to the bond issuance 8,077 15,433

Total 1,368,077 1,457,964

Note 10 - Creditors

Amounts due and payable for the accounts shown under creditors are as follows:

After one year

and within five After more than 2022 2021

In EUR Within one year years five years Total Total

101 Non-convertible debenture loans - principal - 2,400,000,000 800,000,000 3,200,000,000 3,200,000,000
Non-convertible debenture loans - accrued

interest 46,890,070 - - 46,890,070 46,390,070

10.5 Other creditors 877751 - - 877751 1,442,751

Total 571,730,332 2,408,000,000 886,500,000 3,866,230,332 3,792,602,759
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10.1 Debenture loans

On 20 July 2017, the Company placed unsecured, fixed-rate corporate bonds with a total nominal amount of EUR 400 million
with institutional investors. The bonds carry an interest rate of 1.50% per annum and mature on 26 July 2024. The gross pro-
ceeds resulting from the transaction amounted to EUR 398.6 million with an issue price of 99.651%. The discount is shown in
the assets of the balance sheet under “Prepayments” (please refer to the Note 7) and will be written off based on a straight-
line method over the lifetime of the bond. The net proceeds of the bond have mainly been used to fund future acquisitions.
Effective as at 11 January 2023 Adler Group S.A. was substituted as Issuer of this bond by AGPS BondCo PLC, a 100%

owned subsidiary of Adler Group S.A. For further information please refer to the Note 18, Subsequent events 1.

On 16 November 2018, the Company placed senior, unsecured convertible bonds in a total nominal amount of
EUR 165 million, convertible into new and/or existing ordinary registered shares of the Company at the maturity date.
The coupon has been set at 1.25% p.a., payable semi-annually in arrears. Due to the downgrade of the Company, the
interest rate increased to 2.00% p.a. starting from 23 November 2020. The bonds will mature on 23 November 2023.
The Company used the net proceeds to repay existing short-term debt, extend the Company’s debt maturity profile as

well as to strengthen the Company’s liquidity position.

On 5 August 2020, the Company placed unsecured, fixed-rate corporate bonds with a total nominal amount of
EUR 400 million with institutional investors. The bonds carry an interest rate of 3.25% per annum and mature on
5 August 2025. The gross proceeds resulting from the transaction amounted to EUR 395.484 million with an issue
price of 98.871%. The discount is shown in the assets of the balance sheet under “Prepayments” (please refer to the
Note 7) and will be written off based on a straight-line method over the lifetime of the bond. The net proceeds of the
bond have mainly been used to refinance existing liabilities. Effective as at 11 January 2023 Adler Group S.A. was sub-
stituted as Issuer of this bond by AGPS BondCo PLC, a 100% owned subsidiary of Adler Group S.A. For further informa-

tion please refer to the Note 18, Subsequent events 1.

On 13 November 2020, the Company placed unsecured, fixed-rate corporate bonds with a total nominal amount of
EUR 400 million with institutional investors. The bonds carry an interest rate of 2.75% per annum and mature on
13 November 2026. The gross proceeds resulting from the transaction amounted to EUR 394.584 million with an issue
price of 98.646%. The discount is shown in the assets of the balance sheet under “Prepayments” (please refer to the
Note 7) and will be written off based on a straight-line method over the lifetime of the bond. The net proceeds of the
bond have mainly been used to refinance existing liabilities. Effective as at 11 January 2023 Adler Group S.A. was sub-
stituted as Issuer of this bond by AGPS BondCo PLC, a 100% owned subsidiary of Adler Group S.A. For further informa-

tion please refer to the Note 18, Subsequent events 1.

On 8 January 2021, the Company successfully placed EUR 1.5 billion fixed rate senior unsecured notes comprising of
two tranches, a EUR 700 million 5-year maturity with a 1.875% fixed coupon and a EUR 800 million 8-year maturity with
a 2.25% fixed coupon. The gross proceeds resulting from the transaction amounted to EUR 691.782 million with an
issue price of 98.826% and EUR 785.656 million with an issue price of 98.207%. The discount is shown in the assets
of the balance sheet under “Prepayments” (please refer to the Note 7) and will be written off based on a straight-line
method over the lifetime of the bond. The net proceeds of the bond have mainly been used to refinance existing lia-
bilities. Effective as at 11 January 2023 Adler Group S.A. was substituted as Issuer of this bond by AGPS BondCo PLC,

a 100% owned subsidiary of Adler Group S.A. For further information please refer to the Note 18, Subsequent events 1.
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On 21 April 2021, Adler Group S.A. successfully placed EUR 500 million fixed rate senior unsecured notes with a
6-year maturity and a 2.25% fixed coupon under its newly established EMTN programme. The notes were placed with
institutional investors across Europe with a total order book of EUR 1.1 billion. The gross proceeds resulting from the
transaction amounted to EUR 493.115 million with an issue price of 98.623%. The discount is shown in the assets of the
balance sheet under “Prepayments” (please refer to the Note 7) and will be written off based on a straight-line method
over the lifetime of the bond. The net proceeds of the bond have mainly been used to refinance existing liabilities.
Effective as at 11 January 2023 Adler Group S.A. was substituted as Issuer of this bond by AGPS BondCo PLC, a 100%

owned subsidiary of Adler Group S.A. For further information please refer to the Note 18, Subsequent events 1.

The Company undertakes not to incur any financial indebtedness after the issue date of the bonds, and will also pro-
cure that its subsidiaries will not incur any financial indebtedness after the issue date of the bonds (except for refinanc-
ing existing financial indebtedness), if immediately after giving effect to the incurrence of such additional financial in-
debtedness (taking into account the application of the net proceeds of such incurrence), the following tests would not
be met: (i) loan-to-value ratio (LTV) < 60%; (ii) secured loan-to-value ratio < 45%,; (iii) unencumbered asset ratio > 125%;

and (iv) interest coverage ratio (ICR) > 1.8.

During 2022 the Company had a total amount of EUR 75,675,000 interest expense (2021: EUR 70,876,311) and a total
amount of EUR 6,582,740 (2021: EUR 6,083,572) expenses from the amortisation of bonds issuance premium on the
debenture loans.

As at 31 December 2022, the Company is fully compliant with all financial covenant requirements.

10.2 Amounts owed to credit institutions

On 15 March 2021, the Company signed a EUR 300 million syndicated revolving credit facility with JP Morgan, Deutsche
Bank and Barclays as lenders for a 3-year term with two extension options, each for one year. In the second half of 2021,
the Company drew down an amount of EUR 300 million. The amount was fully repaid on 30 December 2021. The facility

was terminated in April 2022.

In March and April 2021, the Company raised a secured banking loan of EUR 100 million in total. The loan has an inter-

est rate of 1.25% p.a. and a maturity term to 2028.

In 2022 the Company had a total amount of EUR 1,235,417 (2021: EUR 2,899,332) interest expense on loans owed to

credit institutions.
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In EUR 31Dec 2022 31Dec 2021
ADLER Real Estate AG 265,220,905 265,220,905
Other related parties 77,273,760 8,153,408
Total 342,494,665 273,374,313

The loan received from Adler RE bears an interest of 5.16 per cent p.a. and had a maturity date of 15 April 2023 that was

prolonged to 30 April 2023.

Other related parties are principally composed of EUR 24,533,884 owed to Songbird 1 Aps; EUR 24,566,288 owed to
Songbird 2 Aps; EUR 12,862,955 owed to Adler Treasury GmbH; EUR 6,502,044 owed to Bosem Grundstlicks GmbH;
and EUR 8,260,519 interest payable owed to Adler RE.

10.4 Tax and social security debts

In EUR 31Dec 2022 31Dec 2021
Becoming due and payable within one year

Social security debts 10,214 6,647
VAT payable 8,474,527 3,399,743
Tax on salaries 5,042 6,717
Tax on director fees 9,250 (3,522)
Other tax debts - 40
Total 8,499,033 3,409,625
10.5 Other creditors

In EUR 31Dec 2022 31Dec 2021
Becoming due and payable within one year

Amount payable to staff 877751 1,442,751
Total 877,751 1,442,751
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Note 11 - Net turnover

The Company’s net turnover is mainly composed of management fee services in an amount of EUR 20,474,451 (2021:
EUR 7,152,335) and recharged fees in an amount of EUR 4,097,502 (2021: EUR 1,312,006). The total amount of the net

turnover is coming from related parties.

Note 12 - Other external expenses

Other external expenses are presented as follows:

In EUR 2022 2021

Consulting services - external 34,938,300 12,083,053

Other fees 2,631,019 1,428,518

Total 54,945,190 19,636,384

The main driver of the increase in the other external expenses is the consulting services - external and legal fees. In

2022 the Company launched a restructuring process which required the expertise of numerous external consultants.

Adler Group Integrated Annual Report 2022 | Unaudited Version



4 | ANNUAL ACCOUNTS
Notes to the Annual Accounts

Note 13 - Auditor’s remuneration

Fees billed to the Company by KPMG Luxembourg, Société anonyme, and other member firms of the KPMG network
during the year 2021 are as follows (excluding VAT). As the Company has no auditor at the issuance of these annual

accounts, no auditors’ fee can be disclosed for the financial year 2022.

In EUR 2021

Audit fees 1135,762

ThereofKPMGLuxembourgSoc'eteanonyme ..................................................................................................................................................... 868262
Taxfees ....................................................................................................................................................................................................................... 39574
ThereofKPMGLuxembourgSOCIeteanonyme_
Otherfees(' ............................................................................................................................................................................................................. 1209754
ThereofKPMGLuxembourgsoueteanonyme169148

(*) Including fees incurred on the audit by KPMG Forensic.

Note 14 - Staff

As at 31 December 2022, the Company has four full-time employees (2021: three) and one part-time (at 3/10) employee

(since October 2017) with an annual average of five employees (2021: three) during the financial year.

Note 15 - Emoluments granted to the members of the management
and supervisory bodies

The emoluments granted by the Company to the members of the supervisory bodies in that capacity for the financial

year are broken down as follows:

In EUR 2022 2021
Directors fee granted to the members of the Board of Directors 1,094,616 1184,499
Total 1,094,616 1,184,499
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The emoluments granted by the Company to the members of the Senior Management (Co-CEOs, CLO) are broken down

as follows:

In EUR 2022 2021
Fixed salary 640,000 660,000
Short-term cash incentive 32667 852,846
Other benefits 45,216 72,764
Consulting fees 441,753 42,000
Termination fee 992,342 -
Total 2,445,478 1,627,610

There are no commitments arising or entered into in respect of retirement pensions for former members of the man-

agement or supervisory bodies in that capacity of the Company.

There are no advances and loans to members of the management or supervisory body or commitment entered into

on their behalf by way of guarantees of any kind.

Note 16 - Related party transactions

Other than those disclosed elsewhere in the annual accounts, the Company did not enter into any other material relat-

ed party transactions with its related parties during the year.

Note 17 - Off balance sheet
commitments

Based on the agreements signed by the Company in respect of the issuance of the corporate bonds and the convertible

bond (please refer to Note 10.1) the Company is bound by a negative pledge clause.

The Company issued “Letters of Comfort” to some of the German subsidiaries in order to avoid illiquidity or over indebt-

edness of these companies.
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Note 18 - Material events
in the Reporting Period and
Subsequent events

In the Reporting Period

1. On 31 January 2022, Dr. Michael Bitter tendered his
resignation from the Board of Directors of Adler Group

with effective date of 31 January 2022.

2. On 16 February 2022, the members of the Board of Di-
rectors of Adler Group appointed Prof. Dr. A. Stefan Kirsten
as a new member of the Board of Directors and elected him
as Chairman of the Board of Directors with immediate ef-
fect. The previous Chairman of the Board of Directors, Dr.

Peter Maser, was elected as Deputy Chairman.

3. In first half year of 2022, Adler Group agreed on a debt
restructuring with major non-controlling shareholders in its
subsidiaries (Taurecon). All receivables and loans against
these shareholders have been combined under two loan
agreements at market interest rates. The loans mature on

30 September 2024 and are secured by share liens.

4. On 21 April 2022, Adler Group announced that KPMG
Forensic had provided the Company with the final report
of its comprehensive review of the allegations of Viceroy
Research LLC. This report was published on the website
of the Company on 22 April 2022. KPMG Forensic did
not find evidence that there were systematic fraudulent
and looting transactions with allegedly related parties.
However, KPMG Forensic identified deficiencies in the
documentation and the processes handling those trans-
actions. Prof. Dr. Kirsten, Chairman of the Board of Direc-
tors of Adler Group, announced a programme to address
the identified weaknesses in structure and process on
22 April 2022. First results of this programme were pub-
lished prior to the annual General Meeting of the Com-
pany on 29 June 2022.

5. Due to the disclaimer of opinion by the auditor on the
consolidated financial statements and the annual ac-

counts of Adler Group S.A., all members of the Board of
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Directors who held a mandate in 2021 offered their resig-
nation on 30 April 2022 with immediate effect. For the
continuity of the Company the resignations of Thilo
Schmid, Thomas Zinnocker as well as of Co-CEO Thierry
Beaudemoulin were only accepted with effect as of the
date of the annual General Meeting of the Company on 29
June 2022. The Board of Directors now consists of the
Chairman of the Board of Directors Prof. Dr. A. Stefan
Kirsten, the CEO and Daily Manager Thierry Beaudemoulin,
Thilo Schmid and Thomas Zinndcker. At the General

Meeting the Board then stood for re-election.

6. On 5 May 2022, the international rating agency Stand-
ard and Poor’s (S&P) downgraded the issuer rating of
Adler Group S.A. to CCC with outlook negative. The rating
of the unsecured bonds was lowered to CCC. The ratings

were removed from CreditWatch negative.

7. On 17 May 2022, the Company announced that effec-
tive 1 June 2022, Thomas Echelmeyer will join the Senior
Management of Adler Group as interim Chief Financial Of-
ficer (CFO). On 29 August 2022, the Board of Directors
appointed Mr Thomas Echelmeyer as its Chief Financial
Officer, effective 1 September 2022. The Board of Direc-
tors will propose to the next annual General Meeting or
extraordinary General Meeting to appoint Mr Echelmeyer

as an additional member to the Board of Directors.

Also the Company announced that the Board of Directors
concluded that it is not advisable for the Company to pay
a dividend in the light of the existing disclaimer of opinion
by the auditor. Accordingly, the Board recommended to

the AGM to not pay a dividend for the financial year 2021.

KPMG

Luxembourg Société anonyme (“KPMG”) informed the

Furthermore, the Company announced that

Company that KPMG is not available to audit the 2022
standalone and consolidated financial statements of the
Company. The Company has initiated a selection process

to appoint a new auditor for the Company.

8. On 29 June 2022, the annual General Meeting (AGM)

was held. All proposed resolutions were adopted with a

Adler Group Integrated Annual Report 2022 | Unaudited Version

271



272

4 | ANNUAL ACCOUNTS
Notes to the Annual Accounts

majority ranging from 89.20% to 99.998% and all Board
members were confirmed for a period of three years until
the AGM in 2025.

Furthermore, the Company launched a tender for the man-
date to audit its stand-alone and consolidated financial
statements for the financial year 2022. The tender ended
on 13 July 2022. In that time, no applications had been re-
ceived. Thereafter the Company started a process to invite

auditing firms individually. This process is still ongoing.

9. For reasons of prudence, the Board of Directors has
previously decided not to submit a dividend proposal to
the shareholders of the Adler Group until an unqualified
audit opinion has been issued and will therefore not make
any forward-looking statement on the dividend until fur-
ther notice, as agreed by the Board of Directors on 29
August 2022.

10. On 18 November 2022, Adler Group announced that it
is currently in advanced negotiations with its bondholders
on the conclusion of an agreement to effect certain
amendments of the terms and conditions of bonds issued
by Adler Group S.A. as well as a provision of secured debt

financing for the Adler group of companies.

On 25 November 2022, following extensive negotiations
with a group of bondholders and their legal and financial
advisors, Adler Group S.A. entered into an agreement
with the members of the steering committee of an ad-hoc
group of holders of its notes supporting the stabilization
of the Adler group of companies to effect an amendment

of the terms and conditions of the Notes.

Concurrently with the conclusion of the lock-up agreement,
the Adler Group has also entered into a commitment letter
with the members of the steering committee, in which they
commit to provide the Adler group of companies with up to
EUR 937.5 million of new funding to stabilize them. The pro-
vision of the new funding is subject to a positive restructur-
ing opinion, an amendment of the bond terms and condi-
tions, the provision of the agreed collateral and other

customary conditions.
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Adler Group launched a consent solicitation process on
2 December 2022 to effect certain amendments to the
terms and conditions of the notes. Adler Group intends
that the changes to the terms and conditions of Adler
Group’s senior unsecured notes take effect during the

first quarter of 2023, subject to bondholder consent.

On 20 December 2022, Adler Group announced the vot-
ing results the initiated consent solicitation to effect the
amendment of the terms and conditions of its senior un-
secured fixed rate notes. There was overwhelming sup-
port in favour of the consent solicitation and resolutions
were passed with the required majority regarding all, but
one, series of notes, which would have been sufficient to
amend such series. With the support of almost 83% of
bondholders who took part in the creditor votes, Adler
proceeds to implement the proposed changes to the

notes via an alternative route.

Subsequent Events

Adler Group has evaluated transactions or other events
for consideration as subsequent events since the report-
ing date 31 December 2022 in the annual accounts
through 24 April 2023, the date of finalisation of the fi-

nancial statements.

1. On 11 January 2023, AGPS BondCo PLC (the “New Is-
suer”) was substituted in place of Adler Group as issuer
of its six series of senior unsecured notes (“SUNs”) (the
“Issuer Substitution”). In connection with the Issuer Sub-
stitution, Adler Group provided irrevocable and uncondi-
tional guarantees in relation to the obligations and liabil-
ities under the SUNSs, including (but not limited to)
payment of the principal of, and interest on, the SUNs. On
24 February 2023, a holder of the SUNs, Plan.e.Anleihe
GmbH, commenced proceedings in the Frankfurt Region-
al Court against Adler Group seeking a declaration that
the Issuer Substitution was invalid and unenforceable.
Adler Group opposes the relief sought on the grounds
that the Issuer Substitution was effected in accordance
with the terms and conditions governing each series of

SUNs (the “Terms and Conditions”), and is and continues



to be valid as a matter of German law and will vigorously
defend against such declaration in any such proceed-

ings. The proceedings are ongoing.

2. On 16 February 2023, the New Issuer completed the
downlisting of its EUR 400,000,000 1.500% unsecured
notes due 2024 (“2024 Notes”), which were admitted to
trading on the regulated Market of Luxembourg Stock Ex-
change, on the Euro MTF. The purpose of the downlisting
was to harmonise the 2024 Notes with the other five se-
ries of SUNs.

3.0n 23 February 2023, BNP Paribas, as principal paying
agent, received notices of termination under the Terms
and Conditions from certain holders of SUNs (represent-
ing approximately 6% of the aggregate principal amount
of the SUNSs). Such notices were rejected by the New Is-
suer for procedural deficiencies. On 10 March 2023, the
notices of termination were resubmitted. The New Issuer
rejected one resubmitted notice for procedural deficien-
cies and rejected all resubmitted notices on the basis
that no valid grounds for such termination exist and
therefore considered the purported declarations to be
invalid. On 24 March 2023, BNP Paribas again received
resubmitted termination notices, which were similarly re-
jected by the New lIssuer on the basis that no valid
grounds for such termination exist and that the notehold-
ers of the respective notes were not entitled to terminate
the notes due to the presence of an ongoing restructur-

ing plan proceeding.

4. On 17 March 2023, the Group sent a request to Adler RE
to squeeze-out the remaining minority shareholders of
Adler RE. Subsequently on the same date, the Group and
Adler RE published an ad hoc notification disclosing the
EUR 8.76 per share cash compensation to be paid to the
squeezed-out minority Adler RE shareholders and the date
of the general meeting resolving on the squeeze-out, which
is scheduled for 28 April 2023. The completion of the

squeeze out is expected to occur as early as 28 May 2023.

5. On 21 March 2023, meetings of holders of the SUNs

(the “Plan Meetings”) were held to consider and vote on
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the Group’s proposed restructuring plan (the “Restruc-
turing Plan”), which aimed to facilitate a successful im-
plementation of amendments to the SUNs and complete
the wider financial restructuring of the Group (the “Re-
structuring”), and in doing so help resolve the financial
difficulties faced by the Group. Subsequently on 21 March
2023, the Group announced the voting results of the Plan
Meetings, noting a strong level of support for the Re-
structuring Plan and, more broadly, the Group’s compre-

hensive Restructuring proposal.

6. On 12 April 2023, the High Court of Justice of England
and Wales (the “High Court”) made an order sanctioning
the Restructuring Plan (the “Sanction Order”) with the fi-
nal Judgement published on 21 April 2023 (the “Judge-
ment”). It is expected that a hearing will be scheduled
imminently to take place either during the week of 24
April 2023 or the week of 1 May 2023 (the “Consequen-
tials Hearing”). As is set out in the Sanction Order and
the Judgement, the purpose of the Consequentials Hear-
ing will be to hear the parties’ applications consequential
to the Judgement, including, pertaining to the permission
to appeal, the deadline for any appellant’s notice and
questions of costs. At the hearing of the High Court’s de-
cision to sanction the Restructuring Plan on 12 April 2023,
the ad hoc group of noteholders (the “AHG”) opposing
the Restructuring Plan stated that it would seek permis-
sion to appeal. The New Issuer will oppose this applica-
tion. Following the Consequentials Hearing, if the High
Court refuses the AHG’s application for permission to ap-
peal, the AHG may apply to the Court of Appeal for per-
mission to appeal. Permission to appeal will be granted
where the appeal has real prospects of success or there
is some other compelling reason why the appeal should
be heard. The substantive appeal will be allowed where
the lower court’s decision was wrong or unjust because
of a serious procedural or other irregularity (these are the
only permitted ‘grounds of appeal’). The Sanction Order

is now in force.
7.0n 13 April 2023, the Group announced completion of the

Restructuring Plan. Pursuant to the Restructuring Plan, on

17 April 2023 the SUNs were amended in accordance with

Adler Group Integrated Annual Report 2022 | Unaudited Version

273



274

4 | ANNUAL ACCOUNTS
Notes to the Annual Accounts

the amended Terms and Conditions governing each series

of SUNs, which included, among other changes:

71 2.75% coupons increase until 31 July 2025; after
which time, the coupons revert to their respective
prior levels;

7.2 extension of the maturity date of the 2024 Notes
from 26 July 2024 until 31 July 2025;

7.3 amendments restricting the incurrence of certain
indebtedness by the Group, subject to certain
carve-outs such as allowing the Group to incur the
New Money Funding (as defined below) and refi-
nance certain existing indebtedness;

7.4 amendments to the reporting covenants that tem-
porarily alleviate the reporting obligations placed
on the Group; and

7.5 amendments to certain other restrictive covenants
to support the new capital structure and liquidity

position of the Group.

8.0n 13 April 2023, Adler Group completed a reorganisa-
tion of the Group’s corporate structure. Following the
completion of the reorganisation (i) Adler Group became
the sole shareholder of newly Luxembourg incorporated
entity Adler Group Intermediate Holding S.a r.l. (“Adler
Group Intermediate Holding”), which became the sole
shareholder of three newly Luxembourg incorporated
entities (collectively, the “Collateral LuxCos”) and (ii) all
shares in Adler RE, Consus Real Estate AG (“Consus”)
and certain other subsidiaries which previously were di-
rectly or indirectly held by Adler Group (except for the
New Issuer and for a certain number of the shares in such
subsidiaries, which continue to be held by Adler Group)

were transferred to the Collateral LuxCos.

9. On 17 April 2023, S&P downgraded the issuer ratings of
Adler Group S.A. from CC to SD (selective default). The rat-
ing of the unsecured debt for Adler Group was lowered
from CC to D (default). S&P stated that it will reassess its
ratings after the Restructuring is implemented in a few

weeks and expects an upgrade to the CCC category.
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In connection with the sanctioning of the Restructuring Plan
and the implementation of the Restructuring and, in each
case, subject to satisfaction of all the applicable conditions,
the following events described in clauses 10-12 are expect-
ed to commence on or around 25 April 2023 and be com-
pleted on or around 27 April 2023. Certain of the events

described in clauses 10-12 will occur simultaneously.

10. In accordance with the Restructuring Plan, the Re-
structuring and related committed funding of up to
EUR 937,474,000 (the “New Money Funding”), a special
purpose vehicle established for the sole purpose of the Re-
structuring (“LendingCo”) will issue the EUR 937,474,000
12.500% notes due 30 June 2025 (the “New Money Notes”)
and subsequently LendingCo will on lend the New Money
Notes proceeds to the Group via loan facilities (the “New
Money Facilities”) under a facilities agreement dated
22 April 2023 (the “New Money Facilities Agreement”):
101 322,474,000 term loan facility with Adler Group,
with proceeds to fund (i) in an amount of EUR
265,000,000, the repayment of an existing up-
stream loan from Adler RE, proceeds of which will
be applied to repay the Adler RE 2023 SUNSs, and
(ii) in an amount of 57,474,000, the payment of fees
incurred in relation to the New Money Funding;
10.2 EUR 235,000,000 term loan facility (“Facility ARE”)
with Adler Group, with proceeds to fund a non-in-
terest bearing shareholder loan to Adler Real Es-
tate to fund repayment of the Adler RE 2023 SUNs
in full on its maturity date (27 April 2023).
10.3 up to EUR 80,000,000 term loan facility with Con-
sus subsidiaries, with proceeds to fund certain cap-
ital expenditures; and
EUR 300,000,000 term
2024”) with Adler Group, to fund a non-interest

10.4 loan facility (“Facility
bearing shareholder loan to Adler Real Estate to
fund the repurchase and/or repayment of the Adler
RE 2024 SUNSs.

10.5 The New Money Facilities Agreement contains a

number of covenants and undertakings restricting

the actions of Adler Group and certain members of

the Group, including, among others:



10.511 A Maintenance LTV Ratio covenant that will
require the Maintenance LTV Ratio not to
exceed 87.5% on each maintenance re-
porting date on and prior to 31 December
2025, and 85% thereafter;

10.5.2 restrictions to create or permit to subsist

security over assets;

10.5.3 limitations on indebtedness;
10.5.4 limitations on mergers;
10.5.5 restrictions to sell, lease, transfer or other-

wise dispose of any property: (a) in relation
to yielding properties, below 80% of the
relevant gross-asset value, and (b) in rela-
tion to development properties, 70% of the
relevant gross-asset value, in each case as
reflected in Adler Group’s IFRS financial
report as of 30 June 2022;

10.5.6 restrictions on Adler Group in respect of

share buy-backs, repayments/prepay-
ments/cancellation and debt buy-backs;
10.5.7 restrictions on investments in properties
or projects and on acquisitions of compa-
nies, shares, securities or business;
10.5.8 restrictions on the change of the general
nature of the Group’s business;
10.5.9 restrictions on granting loans;
10.5.10 restrictions on providing guarantees; and
10.5.11 an obligation of Adler Group to appoint a
chief restructuring officer and an inde-
pendent board member.
10.6 The New Money Facilities Agreement will be gov-
erned by German law and contain certain events of
default, including (subject to certain exceptions)
cross default in relation to the outstanding SUNs, the
Adler RE 2024 SUNs and/or the Adler RE 2026 SUNSs,
as well as cross acceleration in relation to any other

debt in the Group above EUR 50 million.

11. Certain members of the Group will provide guaran-
tees and transaction security in favour of Global Loan
Agency Services GmbH, as security agent, to secure the
claims under the New Money Facilities. In addition, two

intercreditor agreements were be executed on 22 April

2023 to govern the enforcement of collateral and the wa-
terfall for the distribution of enforcement proceeds

amongst the different classes of Group creditors.

12. Adler Group will issue and deliver shares in an amount
equal to 22.5% of Adler Group’s share capital following
such issuance (i.e. equal to approximately 29% of the cur-
rent outstanding share capital of Adler Group) to the New

Money Notes investors.
Additional information can be found on the Adler Group

website: https://www.adler-group.com/en/investors/

publications/news
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EPRA

Overarchin .
Recommendations

The Adler Group prepared this report in line with the Eu-
ropean Public Real Estate Association (EPRA) reporting
criteria for sustainability reports, as described in the in-
sti- tute’s “Best Practices Recommendations” of Sep-
tember 2017. All these criteria correspond to the Global

Reporting Standards (GRI).

Operational boundaries

The information on energy consumption and greenhouse
gas emissions for 2022 relates to the portfolio held by
Adler Group at the end of the reporting period. If the cov-

erage for an energy source is not 100%, this fact is noted.

Coverage

Information on personnel-related parameters and corpo-
rate governance disclosure relates to the Adler Group
with all its Group companies. Information on stocks al-
ways relates to 31 December; information on flows is al-
ways for the year as a whole. Information on flows also
includes data for properties that were sold or acquired
during a period, i.e., that were not owned by the Group for

the entire period.

There are no data on the number of buildings with sus-
tainability certificates. The Adler Group intends to have all
new buildings certified as well as buildings that undergo
energy efficiency improvement. This is why Adler Group
has become a member of the German Sustainable Build-

ing Council (DGNB). 2022 no new buildings for the own
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portfolio have been completed. Neither have existing
buildings undergone energy efficiency improvements as
the portfolio has been materially altered. The Adler Group
has practically no influence on water consumption, waste
volumes incurred or the nature of their disposal. This is
because the water supply and waste disposal are servic-
es typically provided by municipal companies or by com-
panies acting on their behalf on the basis of local monop-
olies. Typically, these services are supplied to the tenants

directly, without interference by Adler Group.

Estimation of landlord-obtained consumption

Disclosures on the individual parameters do not include
any estimates. In all cases, the figures have been actually

measured, counted or derived from energy certificates.

Third party assurance

The Board of Directors examined the content of the re-
port. It has not been subjected though to a limited assur-
ance review in line with the international standards on
assurance engagements (ISAE 3000) for reasons that
Adler Group was not able to contract an auditor for the
2022 report after the auditor for the 2021 report had is-
sued a disclaimer of opinion. The main financial and
non-financial information that serves the internal man-
agement and further development of the company is de-

scribed in the annual report.



Boundaries — reporting on landlord and
tenant consumption

The Adler Group has only limited influence on the total
amount of energy used by tenants for their various pur-
poses. In case of district heating or contracting, the Adler
Group has no direct influence on the efficiency of this
supply. Influence on heating consumption is thus limited
to properties where the heating systems belong to the

Adler Group.

This also applies to electricity consumption. The Adler
Group cannot influence its tenants as far as their private
choice of their preferred electricity supplier or the pre-
ferred type of electricity is concerned, but can only do so
in relation to electricity used in the common areas of its
properties. Here, it can decide on the electricity providers
and which energy sources are used. In the (office) build-
ings rented for the company’s own administration, the
Adler Group can influence consumption, but has only lim-

ited influence on the buildings’ technical facilities.

Segmental analysis
(by property type, geography)

The Adler Group’s portfolio almost exclusively comprises
rental units which, in terms of facilities and quality, fall into
the category of affordable housing. They are exclusively
located in Germany and thus in a region that is highly ho-
mogeneous in terms of climate, infrastructure and the
need for safeguards against certain weather events. The
properties were therefore not assigned to different seg-
ments. The non-financial reporting procedure is thus the

same as for the financial reporting.
Disclosure on own offices
The Adler Group reports on energy consumption at its own

locations, which are mostly rented, in this report in the

chapter “Sustainability within the company’s organisation”.
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Narrative on performance

The Adler Group focusses its non-financial reporting on
the topics derived from the materiality analysis. In the
company’s opinion, these are the most significant ESG is-
sues and fully comply with the relevant legal or regulatory
provisions. The key events and developments in these

areas in 2022 are described in this report.

Location of EPRA Sustainability Perfor-
mance measures in companies’ reports

The EPRA key performance indicators for the year 2022
are published, for the first time, in a combined report
containing all relevant financial and non-financial infor-
mation for the year. The Adler Group has thus opted for
a type of reporting which will become mandatory from

next year on anyway.

Reporting period

The reporting period for all data relating to sustainability
in this report is the 2022 calendar year. Prior-year com-
parisons relate to the 2021 calendar year. The reporting

period is the same as in financial reporting.

Materiality

For 2022, the Adler RE has reviewed the materiality anal-
ysis of the previous year, adapted it in light of the changes
in the overall settings and has reformulated it where ap-
propriate. This analysis is presented in this report in the

chapter sustainability policy/reporting.
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EPRA
Performance
Measures

The following tables show the indicators as recommend-
ed by EPRA in its “Best practice recommendations”. They
also refer to the relevant GRI standards. The deviations
from the previous year, some of which are considerable,
are mainly due to the fact that the number of existing
properties in the portfolio has decreased significantly.
Where calculation procedures have changed or other ef-
fects need to be taken into account in the comparison of

the figures, this is explained in the footnotes.
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Environmental
Performance
easures

GRI-Standard

and CRESD- Unit(s) of Coverage 2021 Coverage 2022 Change
EPRA-Code Indicator-Code  measure  Feature in 2021(%) Adler Group in 2022 (%) Adler Group in (%)
Elec
Elec-tenant
Elec-Abs 302-1 kWh Total electricity 100% 11,765,227 100% 4,807,932 -59.1

consumption, tenants

Elec-landlord (1)

Elec-Abs 30241 kWh Total electricity 100% 774,709 100% 759.215 -2.0
consumption, landlord

Elec

Elec-Abs 30241 kWh Total electricity 100% 12,539,936 100% 5,567,147 -55.6
consumption

Elec-tenant

Elec-Lfl 302-1 kWh Like-for-like 100% 11,765,227 100% 4,788,590 -4.3

total electricity
consumption, tenants

Elec-Lfl 3021 kWh Like-for-like 100% 774,709 100% 759.215 -2.0
total electricity
consumption, landlord

Elec (2)

E|ec_|_ﬂ ................ 302_1 ........................ kWh ............. lee_for_“ke tota| ........................... 1 00% ....... 12 539 936 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 100% ,,,,,,,, 5 547805 ............ _40 .
electricity consumption

DH&C

DH&C tenant (3)

DH&C-Abs 30241 kWh Total district 85% 294,596,414 85% 125,612,668 -574

heating and cooling
consumption, tenants

DH&C-Abs 302-1 kWh Total district 100% 2,812,449 2,756,200 -2.0
heating and cooling
consumption, landlord

DH&C

DH&C-Abs 30241 kWh Total district 85% 297,408,862 85% 128,368,868 -56.8
heating and cooling
consumption
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GRI-Standard

and CRESD- Unit(s) of Coverage 2021 Coverage 2022 Change
EPRA-Code Indicator-Code measure  Feature in 2021(%) Adler Group in 2022 (%) Adler Group in (%)
DH&C tenant
DH&C-LfL 302-1 kWh Like-for-like total district 71% 242,966,342 71% 125,612,668 -20

heating and cooling
consumption, tenants

DH&C landlord (1)

DH&C-LfL 3021 kWh Like-for-like total district 100% 2,812,449 100% 2,756,200 -20
heating and cooling
consumption, landlord

DH&C
DH&C-LfL 302-1 kWh Like-for-like total 71% 245,778,791 71% 128,368,868 -2.0
district heating and
cooling consumption
FUELS-ABS
Fuels tenants Total fuel consumption
for heating, tenants
Fuels-Abs (4) 302-1 kWh 80% 32,392,094 80% 12,956,838 -60.0
of which 302-1 kWh 82% 26,736,585 82% 10,694,634 -60.0

natural gas

of which 302-1 kWh 73% 5,655,509 73% 2,262,204 -60.0
heating oil

Fuels Landlord

of which
natural

of which
heating oil (1)

of which cars, 30241 kWh Total fuel for cars, 100% 5,885,996 100% 4,120,197 -30.0
machinery machinery, landlord

Total fuel 3021 Annual Total 100% 39,529,733 100% 18,303,645 -537
consumption kWh

FUELS-LFL

Fuels tenants

Fuels-Lfl 302-1 kWh Like-for-like total fuel 80% 32,392,094 80% 12.956.838 -0.8
consumption, tenants

of which 302-1 82% 26,736,585 82% 10,694,634 -1.0

natural gas

of which 3021 73% 5,655,509 73% 2,262,204 0.0

heating oil
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GRI-Standard
and CRESD- Unit(s) of Coverage 2021 Coverage 2022 Change
Indicator-Code measure  Feature in 2021(%) Adler Group in 2022 (%) Adler Group in (%)

ral gas (1)

of which hea- 30241 100% 20,490 100% 20,080 -20

ting oil (1)

of which cars, 30241 100% 5,885,996 100% 4,120,197 -50

machinery

Fuels-Lfl 3021 kWh Like-for-like total fuel 100% 39,529,733 100% 18,303,645 -19
consumption

Energy-Int

Elec 3021 kWh/m?2 100% 319 100% 314 -1.8

DH&C 3021 kWh/m?2 85% 140.87 85% 133.88 -50

Fuels 3021 kWh/m?2 80% 172.37 80% 169.40 -7

Energy-Int CRE1 KWh/m? Building energy intensity 94% 14863 94% 145.20 -23

GHG-Dir-Abs Total direct

(Scope 1) greenhouse gas (GHG)

emissions (Scope 1)

thereof 30541 Tonnes 100% 247 100%
landlord of CO2
Heating 3051 Tonnes 73% 1,584 73% 637 -59.8
oil of CO2
thereof 30541 Tonnes 73% 1,578 73% 631 -60.0
tenants of CO2
thereof 30541 Tonnes 100% 6 100% 6 -4.0
landlord of CO2
Cars/machi- 30541 Tonnes 100% 1,572 100% 1,100 -30.0
nery, landlord of CO2
GHG- 305-1 Tonnes 80% 8,777 80% 4129 -53.0
Dir-Abs of CO2
GHG-Indir-Abs Total indirect
(Scope 2) greenhouse gas (GHG)
emissions, (Scope 2)
Elec 305-2 Tonnes 100% 7,391 100% 3,270 -55.8
of CO2
DH&C 305-2 Tonnes 85% 63,301 85% 27322 -56.8
of CO2
Fuels (5) 305-2 Tonnes
of CO2
GHG-Indirect- 305-2 Tonnes 87% 70,692 87% 30,592 -56.7
Abs of CO2
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GRI-Standard
and CRESD- Unit(s) of Coverage 2021 Coverage 2022 Change
EPRA-Code Indicator-Code measure  Feature in 2021(%) Adler Group in 2022 (%) Adler Group in (%)
GHG-Int
Tonnes of CRE3 Tonnes of  Greenhouse gas (GHG) 94% 215 94% 210 24
COz2/residen- CO2/ intensity from building
tial unit residential  energy consumption
unit
Tonnes of CO2/  CRE3 Tonnes of 94% 0.034 94% 0.033 -27
m2
Water-Abs
Water Abs 3031 m3/year Total water consumpti- 23% 2,026,954 74% 5,384,482 n/a
on, tenants (withdrawal
from the water mains)
Water LfL 303-1 m3/year Like-for-like total water 16% 1,601,614 48% 3,502,788 n/a
consumption
Water Int CRE2 m3/m2 Water intensity of buil- 23% 244 74% 3.89 n/a
dings (tenants)
GRI-Standard
and CRESD- Coverage 2021 Coverage 2022 Change
EPRA-Code Indicator-Code  Unit(s) of measure Feature in 2021(%) Adler Group in 2022 (%) Adler Group in (%)
Waste-Abs 306-2 Total volume waste and  Total vo- 100% 365,759 100% 251,514 -31.2%
proportion by disposal lume of
route (annual m3) waste per

tenant

Recyclable 100% 44502 27,813 -37.5%
material
Glass 100% 4,829 100% 3,033 -37.2%
Paper 100% 85,085 100% 59,767  -29.8%

Residual 100% 215,939 100% 152,096 -29.57%
waste
Waste-LfL 306-2 Total volume waste and 365,759 155,939 1.4%
proportion by disposal
route (@annual m3)
Cert-Tot (6) CRE8 Certified buildings 0 0

(1) All landlord-based data in the table are taken from the 2021 figures and assume a reduction of 2% annually in line with the energy management system.

(2) This does not include the Scope 3 electricity consumption of the storage heaters.

(3) Consumption data were used where available. Energy certificates were used where consumption data were not available.

(4) Based on energy certificates only, thus reflecting portfolio change. Does not include the Scope 3 gas consumption of the gas heating.

(5)
)

(6) Certification is planned for all development projects and modernisation activities. Such projects were not completed in 2021 nor in 2022.

Fuels are missing because we only serve Scope 1, not Scope 2 - fuels in the company.
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GRI Standard
EPRA and CRESB Unit(s) of
Code Feature Indicator Code  Measure 2021 2022
Diversity-Emp Employee 405-1 Percentage of
gender diversity employees Manage
Executives 50 10 Executives 33 9 O
Diversity-Pay Employee 405-2 Remuneration of Second 107 Second 98
gender diversity female employees in management management
relation to average pay level level
T e e« S ———
of relevant group in % Third 79 Third 77
management management
level level
Total 90 Total 96
Emp-Training Employee training  404-1 Average hours 12 58
and development
Emp-Dev Employee 404-3 Percentage of 12.0 16.0
performance employees
appraisals
Emp-Turnover  New hires and 40141 Total and rate New hires New hires
turnover rate
H&S-Emp Employee health ~ 403-2 Injury rate, absentee Accidents per Accidents per 11
and safety rate and number of 100,000. wor- 100,000. wor-
work related fatalities king hours 0.8 king hours
Lost working 13.2 Lost working 297
days per days per
100,000 wor- 100,000 wor-
king hours king hours
Absentee rate  5.6% Absenteerate  6.0%
Fatalities 0 Fatalities 1
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GRI Standard

EPRA and CRESB Unit(s) of
Code Feature Indicator Code  Measure 2021 2022
H&S-Asset Asset health 4161 Percentage of assets 100% 100%
and safety
assessments
H&S-Comp Asset health 416-2 Number of incidents (o] 0
and safety
compliance
Comty-Eng Community 41341 Percentage of assets 100% 100%

engagement, im-
pact assessment
and develop-
ment
programmes
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Tenants can reach the Adler
Group personally through
the service hotline, careta-
kers or the contact/tenant of-
fices. Tenants are systemati-
cally involved and consulted
in all modernisation work.

In its development projects,
the Adler Group maintains

a constant dialogue with
communities, investors and
representatives of different
interest groups.
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Governance
Performance

Measures

GRI Standard

EPRA and CRESB Unit(s) of
Code Feature Indicator Code  Measure 2021 2022
Gov-Board Composition 102-9 Number Number of members of 8 Number of members of 4
of the highest the Board of Directors the Board of Directors
governance body Average term of office 1 Average term of office 1
Gov-Selec Process of 102-10 Criteria are applied in the Criteria are applied in the
nomination and selection process that are selection process that are
selecting the derived from both Luxem- derived from both Luxem-
highest gover- bourg law and the German bourg law and the German
nance body Corporate Governance Code, Corporate Governance
to which the Adler Group is Code, to which Adler Group
committed. is committed. (see chapter
Corporate Governance)
Gov-Col Process of 102-15 The members of the highest The members of the highest
managing governance body are also governance body are also
conflicts of subject to the company’s subject to the company’s
interest compliance requirements. compliance requirements.

In addition, the governance
bodies are regularly ques-
tioned in the course of the
audits of the annual financial
statements in accordance
with recognised auditing
standards.

In addition, the governance
bodies are regularly ques-
tioned in the course of the
audits of the annual financial
statements in accordance
with recognised auditing
standards. (see chapter Cor-
porate Governance)
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GRI Content Index

Page in
GRI standard Name of the indicator the report Notes and references

GRI 1: Foundation 2021

2-16 Communication of critical concerns 56-59, 46 https://www.adler-group.com/
en/investors/corporate-
governance/compliance-and-
policies

2-17 Collective knowledge of the highest governance body 46 https://www.adler-group.
com/en/investors/corporate-
governance/compliance-
and-policies

2-22 Statement on sustainable development strategy 56-59
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GRI Content Index

Page in
GRI standard Name of the indicator the report Notes and references

2-29 Approach to stakeholder engagement 18

GRI 3: Material topics 2021

341 Process to determine material topics 18-22

3-2 List of material topics 18-22, 56-
59, 60-68

3-3 Management of material topics 34-48
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Page in

GRI standard Name of the indicator the report Notes and references

GRI 201: Economic performance

2011 Direct economic value generated and distributed 86-93

201-2 Financial implications and other risks and opportunities due to climate change 22-27,15

GRI 205: Anti-corruption

205-2 Communication and training about anti-corruption policies and procedures 45

205-3 Confirmed incidents of corruption and actions taken 45-46 https://www.adler-group.
com/en/investors/corporate-
governance/compliance-
and-policies

GRI 207: Tax

20741 Approach to tax 184-189

207-2 Tax governance, control and risk management 184-189

207-3 Stakeholder engagement and management of concerns related to tax 184-189

207-4 Country-by-country reporting 184-189

GRI 302: Energy

30241 Energy consumption within the organisation 59, 280-284

302-2 Energy consumption outside of the organisation 57,280-284

302-3 Energy intensity 283

302-4 Reduction of energy consumption 57, 280-284

302-5 Reductions in energy requirements of products and services 57

GRI 303: Water and effluents

303-3 Water withdrawal The Adler Group only ob-
tains water from the public
water supply system and
the same applies to the te-
nants of the Adler Group.

303-4 Water discharge The Adler Group only
discharges used water
into the public sewerage
system, the same applies
to the tenants of the
Adler Group.

303-5 Water consumption 57,284

GRI 304: Biodiversity

304-2 Significant impacts of activities, products, and services on biodiversity 62

304-3 Habitats protected or restored 62
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Page in
GRI standard Name of the indicator the report Notes and references

GRI 305: Emissions

306-5 Waste directed to disposal 284

GRI 307: Environmental compliance

30741 Non-compliance with environmental laws and regulations The Adler Group is not
aware of any incidents
in which environmental
protection laws or regula-
tions have been violated.

GRI 401: Employment

401-2 Benefits provided to full-time employees that are not provided to temporary 64
or part-time employees

404-3 Percentage of employees receiving regular performance and career 65-66, 285
development reviews

GRI 405: Diversity and equal opportunity

405-2 Ratio of basic salary and total remuneration of women to men 64-65, 285

GRI 406: Non-discrimination

406-1 Incidents of discrimination and corrective actions taken 45
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Page in
GRI standard Name of the indicator the report Notes and references

411: Rights of indigenous peoples

4141 Incidents of violations involving rights of indigenous peoples The Adler Group operates
exclusively in Germany
and procures goods and
services predominantly
from within Germany
or from other European
countries. The Adler
Group is not aware of any
incidents in which the
rights of indigenous peo-
ples have been violated.

GRI 413: Local communities

41341 Operations with the local community engagement, impact assessments, 60-62
and development programmes

GRI 415: Public policy

4151 Political contributions https://www.adler-group.
com/en/investors/corporate-
governance/compliance-
and-policies

GRI 416: Costumer health and safety

416-2 Incidents of non-compliance concerning the health and safety impacts of 285
products and services
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TCFD Content
Table

Implementation of the TCFD recommendations

TCFD
recommendations

Governance

Organisational structure
of the company regarding
climate-related risks and
opportunities

Strategy

Actual and potential
impacts of climate-related
risks and opportunities
on the organisation’‘s
business, strategy, and
financial planning

Risk management

How the organisation
identitfies, assesses,
and manages climate-
related risks

TCFD Content Table

Metrics and targets

Metrics and targets used
to assess and manage
relevant climate-related
risks and opportunities

Chapter in the
combined annual
report 2022

Welcome to Adler Group
6-7,Letter from the Chair-
man 8-11, Sustainability

policies 18-33, Corporate

Governance Report 24- 48.

Letter from the Senior
Management 12-15, Sus-
tainability policies 18-33,
Forecast report 103, Sustai-
nability risks and opportu-
nities, 115, 116

Sustainability policies
18-33,

Sustainability risks and
opportunities, 115, 116

Sustainability policies
18-33, Corporate Gover-
nance Report,| Principles
of Corporate Governance
34, Sustainability risks and
opportunities 115, EPRA
Performance measures
278-287
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6 | FINANCIAL CALENDAR & IMPRINT

Financial
Calendar 2023

Adler Group S.A.

25 May 2023 Publication Q12023 Results

29 August 2023 Publication Q2 2023 Results

28 November 2023 Publication Q3 2023 Results

30 September 2024

(extended deadline) Publication Annual Report 2022, audited

Online Financial
Calendar

www.adler-group.com

Imprint

Coordination:

Investor Relations Adler Group S.A.

Concept, Design & Artwork:

brandcooks GmbH by UPWIRE Group
Hamburg, Zurich, Cape Town

Felix Ernesti
Art Director & Graphic Designer, Berlin

The Company‘s quarterly financial statements are
published in English and German. In case of conflicts,
the English version shall always prevail. Both versions
of the quarterly financial statements can be found on
the website at:

www.adler-group.com
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