
 

 

 

Report of the Management Board on items 4 of the Agenda according to sections 203 (2) sentence 2, 

186 (4) sentence 2 German Stock Corporation Act 

Pursuant to sections 203 (2) sentence 2, 186 (4) sentence 2 German Stock Corporation Act, the Manage-

ment Board issues a written report on the authorization proposed under item 4 of the Agenda to exclude 

subscription rights in relation to the new Authorized Capital 2015/I proposed under item 4 of the Agenda 

which is published in full below: 

Based on its authorization given by the Extraordinary General Meeting of Tele Columbus AG on Janu-

ary 11, 2015, the Management Board resolved on January 20, 2015, with the approval of the Supervisory 

Board as of the same day, to increase the Company's share capital by EUR 33,333,334.00 to 

EUR 53,358,334.00 by issuing 33,333,334 no-par value registered shares with a mathematically pro-rata 

amount of EUR 1.00 each against contribution in cash. The capital increase was registered with the com-

mercial register on January 21, 2015. 

Furthermore, the Extraordinary Shareholders' Meeting of the Company's legal predecessor of Septem-

ber 10, 2014 resolved to authorize the Management Board, with the approval of the Supervisory Board, to 

increase the Company's share capital until September 9, 2019, in one or several tranches, by a total 

amount of up to EUR 10,012,500.00 through the issuance of new no-par value registered shares against 

contribution in cash and/or in kind (Authorized Capital 2014). In January 2015, this Authorized Capi-

tal 2014 was utilized in the amount of EUR 3,333,333.00 to fulfill a Greenshoe Option agreed upon with 

the underwriters at the time of the Company's initial public offering. The statutory shareholders' subscrip-

tion rights had been excluded. Currently, the Authorized Capital 2014 amounts to EUR 6,679,167.00 

which is equal to approximately 12% of the current share capital. 

With regard to the financial, asset and profit situation of the Company, the Management Board does not 

regard the existing Authorized Capital 2014 as sufficient to put the Company in a position to cover a po-

tential financing need at short notice and to be capable of acting flexible regarding strategic and operative 

challenges. Such a financing need may arise, among others, for the financing of acquisitions or for the 

complete or partial redemption of existing facilities in connection with acquisitions. Such acquisitions are 

an integral part of the growth strategy outlined in the Company's prospectus for the initial public offering. 

With the proposals under item 4 of the Agenda, the Management Board shall be authorized, subject to the 

approval by the Supervisory Board, to increase the share capital of the Company once or several times by 

up to EUR 28,345,833.00 until May 14, 2020 by issuing new no-par value registered shares against con-

tribution in cash or in kind. For the complete authorization period of five years, this will enable the Man-

agement Board to adjust the Company's equity capital to business and legal requirements at short notice. 
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Therefore, the total amount of the Authorized Capital 2015/I corresponds to about 50% of the current 

share capital. Furthermore, the Authorized Capital 2051/I may be utilized no earlier than September 15, 

2015. The time limit ensures that the shares are issued only after the expiry of the time period in which 

the Company has undertaken to the underwriters in connection with the IPO to refrain from implementing 

any capital measures and that the issuance of shares will take place with due consideration for the effect 

on the stock exchange and a sufficient time interval to the IPO. 

The new shares to be issued as a result of the authorization (Authorized Capital 2015/I) should in princi-

ple be offered for subscription to shareholders. In order to facilitate ease of handling, the statutory sub-

scription right can be granted pursuant to section 186 (5) German Stock Corporation Act by issuing the 

new shares to one or more credit institutions, or similar companies pursuant to section 186 (5) German 

Stock Corporation Act, subject to the obligation to offer them to the shareholders for subscription (indi-

rect subscription right). Pursuant to the proposed resolutions under items 4 of the Agenda, the Manage-

ment Board shall, however, be authorized, with the approval of the Supervisory Board, to exclude the 

shareholders' subscription rights in particular cases. An exclusion of subscription rights within the scope 

of the Authorized Capital 2015/I shall be possible in the following cases: 

- It shall be possible to exclude shareholders' subscription rights with regard to fractional amounts. 

This shall to simplify the implementation of an issuance of shares for shareholders who, in prin-

ciple, have a subscription right. Fractional amounts might result from the respective volume of 

the capital increase and the necessity of a practical subscription ratio. For the individual share-

holder, the value of such fractional amounts is, in general, little, whereas the costs of the issuance 

were considerably higher without such exclusion of subscription rights. In addition, any dilution 

is usually marginal due to the restriction to fractional amounts. The new shares for which the sub-

scription rights have been excluded due to fractional amounts will be used in the best interest of 

the Company. Therefore, the exclusion of subscription rights serves practical purposes and sim-

plifies the process of an issuance, and is thus for the benefit of the Company and its shareholders. 

When determining the subscription ratio, the Management Board will take into account the inter-

est of the shareholders to keep fractional amounts to a minimum. 

- It shall be possible to exclude shareholders' subscription rights if the new shares are issued in a 

cash capital increase pursuant to section 186 (3) sentence 4 German Stock Corporation Act at an 

issue price which is not materially below the stock exchange price. This authorization enables the 

Company to promptly and flexibly realize opportunities on the market in its different business ar-

eas and to satisfy capital needs which may arise therefrom or from other operational reasons, even 

on very short notice. The exclusion of subscription rights enables the Company not only to take 

prompter action, but also enables the placement of shares at a price close to the market price, i.e. 

without the discount which, in general, is required in connection with an issuance including sub-

scription rights. This results in higher issuance proceeds for the benefit of the Company. In addi-

tion, with such placement, new groups of shareholders can be addressed. The German Stock Cor-
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poration Act does not provide for a fixed limit on the discount. When using its authorization, the 

Management Board will – with the approval of the Supervisory Board and in compliance with the 

legal requirements – assess the discount as low as possible with regard to the market conditions 

prevailing at the time of the placement. The shares issued under exclusion of subscription rights 

pursuant to section 186 (3) sentence 4 German Stock Corporation Act must not exceed a total of 

10% of the share capital, neither at the time when the authorization by the General Meeting of 

May 15, 2015 becomes effective nor, if this amount is lower, at the time it will be exercised. 

Shares which the Company, during the term of the authorization, issued newly in the course of a 

cash capital increase, or shares acquired and subsequently re-sold by the Company during this pe-

riod shall be credited against this limitation if and insofar as subscription rights are excluded in 

accordance with section 186 (3) sentence 4 German Stock Corporation Act or shares are re-sold 

in accordance with this provision. If, during the term of the authorization, convertible or warrant 

bonds or participation rights are issued under an exclusion of the shareholders' subscription rights 

pursuant to section 221 (4) sentence 2 in connection with section 186 (3) sentence 4 German 

Stock Corporation Act, those shares, for which a conversion or option right or a conversion or op-

tion obligation or a share delivery right in favor of the Company exists based on these instru-

ments, shall also be credited against the limitation.  

 This responds, in accordance with statutory regulations, to the need of the shareholders for pro-

tection of their share ownership against dilution. Due to the limitation of capital increases with 

exclusion of subscription rights, each shareholder has, in principle, the possibility to purchase the 

number of shares necessary to preserve its participation quota at substantially the same terms and 

conditions on the stock exchange. Thus, in the event of the usage of the Authorized Capi-

tal 2015/I under exclusion of subscription rights, it is ensured that the interests regarding the in-

vestment and the voting rights are adequately preserved in correspondence with the legal assess-

ment of section 186 (3) sentence 4 German Stock Corporation Act, whereas the Company obtains 

further flexibility for the benefit of all shareholders. 

- Furthermore, it shall be possible to exclude shareholders' subscription rights in the event of capi-

tal increases against contributions in kind. The Management Board is thereby enabled to use, in 

individual eligible cases, shares of the Company for the acquisition of companies, parts of com-

panies, participations in companies or other assets or claims. The Company shall be enabled to 

pursue its growth strategy enhanced in its offering circular in January 2015, to play an active role 

in the consolidation of L 4 Network operators and to carry out acquisitions of strategic im-

portance at all times. It may become necessary during negotiations to offer shares instead of cash 

as consideration. A consideration in shares may be very attractive to a seller because it gives 

him/her the opportunity to participate in the long term in synergies resulting from the merger of 

both companies. A consideration in shares can facilitate an agreement with seller regarding the 

purchase price and creates therefore an advantage in the competition regarding attractive acquisi-

tion objects as well as the required flexibility to make use of upcoming opportunities to acquire 
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companies, parts of companies, participations in companies or other assets while preserving the 

Company's cash resources. Assets that may be acquired as contribution in kind also include re-

ceivables against the Company. With the possibility to fulfill such obligations in shares instead of 

in cash, the Company is put in the position to preserve its liquidity and to improve its financial 

structure. In addition, the Company might be able to arrange better conditions for fulfilling its ob-

ligations. Therefore, the proposed authorization to exclude subscription rights is, in the view of 

the Management Board, in the interest of the Company and its shareholders. The Company does 

not have a disadvantage, since pursuant to the provisions of the German Stock Corporation Act 

the issuance of shares against contributions in kind requires the contributions in kind to be of fair 

value in relation to the value of the shares. When determining the value relation, the Management 

Board will ensure that the interests of the Company and its shareholders are adequately consid-

ered and that an adequate consideration will be obtained by the Company for its new shares. For 

this purpose, the Management Board will adequately consider the stock exchange price of the 

Company's shares and, if possible and reasonable, get assistance through external expertise. 

- Finally, it shall be possible to exclude subscription rights as far as holders or creditors of option 

rights or convertible bonds or participation rights with conversion rights issued by the Company 

or its subsidiaries are granted a conversion or a subscription right for new shares in accordance 

with the terms and conditions of the issuance, or, based on those instruments, as far as there is a 

conversion or subscription obligation or a share delivery right. For an easier placement in the cap-

ital market, the terms and conditions of warrant and convertible bonds usually provide for a pro-

tection against dilution which ensures that holders or creditors of warrant or convertible bonds or 

participation rights with warrant or conversion rights are granted subscription rights equivalent to 

those of shareholders for a subsequent issuance of shares. Holders or creditors of warrant or con-

vertible bonds or participation rights with warrant or conversion rights are thereby treated as if 

they had exercised their conversion or subscription rights or as if option or conversion obligations 

had been triggered or share delivery rights had been exercised, and as if the holders or creditors of 

warrant or convertible bonds or participation rights with warrant or conversion rights were share-

holders. In order to be able to provide the relevant issuance (of warrant or convertible bonds or 

participation rights with warrants or conversion rights) with such a protection against dilution, the 

subscription rights of the shareholders for these shares needs to be excluded. This serves the pur-

pose of an easier placement of the issuance and, therefore, the interests of the Company and its 

shareholders in an optimized financing structure of the Company. 

The proportionate amount of the share capital attributable to shares that are issued based on the authoriza-

tion under exclusion of subscription rights against contribution in cash or kind may not exceed 20% of the 

share capital existing on the date of the resolution of the annual general shareholders' meeting. This capi-

tal limit also protects shareholders against dilution of their participation. Subject to a subsequent resolu-

tion of the general meeting about the exclusion of subscription rights, the Management Board shall fur-

ther take into account an issue or sale of shares or bonds with conversion or option rights or obligations, 
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based on other authorizations granted to the Management Board under exclusion of the subscription rights 

with the proviso that the Management Board will, in total, use the authorizations granted for capital 

measures under the exclusion of subscription rights of the shareholders to increase the share capital to a 

maximum of 20% of the share capital existing at the time of the Annual General Meeting's resolution on 

this authorization. The Management Board shall therefore – subject to the reauthorization to exclude sub-

scription rights by a subsequent Annual General Meeting – credit against the maximum increase volume 

the proportionate share capital attributable to shares that have been sold or that have been or shall be is-

sued during the term of the authorization in order to service bonds with conversion or option rights or 

conversion obligations if these bonds had been issued during the term of this authorization under exclu-

sion of shareholders' subscription rights of. This includes the issue or sale of shares or bonds under exclu-

sion of subscription rights under direct or indirect application of section 186 (3) Sentence 4 German Stock 

Corporation Act.  

In every specific case, the Management Board will thoroughly review whether it will make use of the 

authorization to increase the capital under exclusion of shareholders' subscription rights. It will make use 

of this authorization only if the Management Board and the Supervisory Board, taking into account the 

terms and conditions of the capital increase, are of the opinion that this is in the interest of the Company 

and, therefore, its shareholders. It will report to the annual general shareholders' meeting on every utiliza-

tion of the Authorized Capital 2015/I. 

As of the day on which the General Meeting is called, the report of the Management Board released 

above on item 4 of the Agenda is available on the Company's website at https://ir.telecolumbus.com/agm 

as well as at the offices of Tele Columbus AG, Goslarer Ufer 39, 10589 Berlin. On demand, a free copy 

will be provided to each shareholder without undue delay. Furthermore, the report will be available dur-

ing the General Meeting on May 15, 2015. 

 


