
 

 

 

Report of the Management Board on item 5 of the Agenda pursuant to sections 221 (4) sentence 2, 

186 (4) sentence 2 German Stock Corporation Act 

An adequate capital structure and appropriate financing are essential prerequisites for the development of 

the Company. By issuing convertible or warrant bonds or participation rights, the Company is able to use 

attractive financing opportunities depending on the market situation and its financing necessities, for ex-

ample, in order to raise debt capital at favorable interest rates. Furthermore, the issue of convertible or 

warrant bonds or participation rights, potentially in addition to other instruments such as a capital in-

crease, may serve to broaden the investor spectrum, including what is known as "anchor investors". The 

Company has not made use of the authorization resolved by the Extraordinary General Meeting on Janu-

ary 11, 2015 under item 4 of its agenda to issue warrant or convertible bonds, participation rights or a 

combination of these instruments. The current authorization is limited to EUR 10,012,500.00 since the 

Company's share capital amounted to only EUR 20,025,000.00 at the time if its resolution. Furthermore, 

the authorization does not provide for the issuance of warrant or convertible bonds or participation rights 

against contributions or considerations in kind. In order to provide the Management Board, with regard to 

the increase of the Company's share capital to EUR 56,691,667.00, with sufficient funds for issuing con-

vertible or warrant bonds or participation rights (also against contributions in kind), the respective author-

ization of the Management Board as well as the corresponding Conditional Capital 2015/I shall be re-

solved. The proposed authorization and the corresponding Conditional Capital 2015/I shall replace the 

authorization and the Conditional Capital 2015 resolved by the Extraordinary General Meeting on Janu-

ary 11, 2015. 

The authorization proposed under item 5 of the Agenda provides for the issuance of bonds, participation 

rights or any combination of such instruments in a principal amount of up to EUR 500,000,000.00 with 

conversion or option rights or obligations entitling or obliging the holders or creditors to subscribe to 

shares in Tele Columbus AG. For this purpose, up to 28,345,833 new shares in Tele Columbus AG from 

the new Conditional Capital 2015/I shall be made available, representing a pro rata amount of up to 

EUR 28,345,833.00 of the share capital. Full utilization of the proposed authorization would enable the 

issue of bonds or participation rights granting subscription rights for approximately up to 50% of the 

Company's current share capital. The authorization shall expire on May 14, 2020. The issuance of new 

no-par value registered shares of the Company in order to service conversion or option rights or obliga-

tions may take place 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 con-

nection 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. 
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The Company shall be entitled, if necessary also through its subsidiaries, to issue the bonds or participa-

tion rights in Euro as well as in the legal currency of another country. The terms and conditions of the 

bonds or participation rights shall also provide for the option of an obligation to exercise the conversion 

or option rights or a share delivery right of the issuer under a put option. Furthermore, the terms and con-

ditions may also – apart from servicing from conditional or authorized capital – provide for the option of 

fulfilling the rights under the bonds or participation rights by using treasury shares, by paying the com-

pensation for the value in cash or by transferring other listed securities. 

The conversion or exercise price must not be lower than a minimum issue price that is computed in ac-

cordance with detailed procedures. The basis for the computation is in each case the stock exchange price 

of shares of Tele Columbus AG prevailing at the time of placement of the bonds or participation rights; 

alternatively, in case of conversion or option obligations or a delivery right under a put option, the stock 

exchange price of shares of Tele Columbus AG prevailing at the time when the conversion or exercise 

price is calculated as defined in detail by the terms and conditions of the bonds or the warrants. Notwith-

standing section 9 (1) and section 199 (2) German Stock Corporation Act, the conversion or exercise 

price may be adjusted by virtue of a dilution protection or adjustment clause subject to a more precise 

definition of the terms and conditions of the bonds or participation rights if the Company, for example, 

changes its capital structure during the term of the bonds, option certificates or participation rights (e.g. 

through a capital increase, a capital decrease or a stock split). Furthermore, dilution protection or other 

adjustments may be provided for in connection with dividend payouts, the issue of additional bonds or 

participation rights, transformation measures, and in the case of other events affecting the value of the 

option or conversion rights that may occur during the term of the bonds, option certificates or participa-

tion rights (e.g. control gained by third parties). Dilution protection or other adjustments may be provided 

in particular by granting subscription rights, by changing the conversion or exercise price, and by amend-

ing or introducing cash components. 

As a general rule, shareholders have subscription rights with regard to this type of bond or participation 

rights issue. In order to facilitate ease of handling, however, it shall be made possible to issue the bonds 

or participation rights to one or more credit institutions or companies within the meaning of section 186 

(5) sentence 1 German Stock Corporation Act, subject to the obligation to offer them to shareholders for 

subscription. In the cases referred to in the authorization, however, the Management Board shall also be 

authorized to exclude subscription rights with the approval of the Supervisory Board. 

Pursuant to section 221 (4) sentence 2 German Stock Corporation Act, the provisions of section 186 (3) 

sentence 4 German Stock Corporation Act apply mutatis mutandis to the exclusion of subscription rights 

when convertible or warrant bonds or participation rights are issued. The statutory limit of a maximum of 

10% of the respective share capital is not exceeded as the aforementioned authorization itself is expressly 

limited. The calculated portion of the share capital attributable to shares to be issued as a result of bonds 

or participation rights issued under this authorization must not exceed 10% of the share capital at the time 

when such authorization takes effect or – if that portion is lower – at the time the authorization is exer-
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cised. Any shares that are issued or sold pursuant to section 186 (3) sentence 4 German Stock Corporation 

Act (applied either directly or indirectly) during the authorization period until the time it is exercised shall 

be credited against that limit. The same shall apply to shares which are to be issued or granted due to 

bonds or participation rights issued during the term of this authorization based on the use of another au-

thorization under exclusion of subscription rights in accordance with these provisions. 

Placements that exclude shareholders' subscription rights provide a platform for the Company to take 

advantage of favorable situations on the capital market at short notice and thus achieve a significantly 

higher inflow of funds than in the case of issues under adherence to subscription rights. If subscription 

rights are granted, uncertainty about the utilization of such rights would put a successful placement at risk 

or at least burden it with additional expenses (in particular the fulfillment of prospectus requirements). 

Furthermore a market-oriented pricing is difficult due to the subscription period. Terms and conditions 

that are favorable for the Company and reflect market conditions as far as possible can be achieved only 

if the Company is not bound by these terms for an excessively long offering period. Otherwise a substan-

tial discount would be required in order to ensure the attractiveness of the terms and conditions and thus 

the success of the issue over the entire offering period. Moreover, if foreign currencies are included, the 

effects of exchange rate fluctuations can be mitigated if the subscription rights are excluded and the offer 

period is appropriately reduced. 

To ensure that the interests of shareholders are safeguarded, the bonds or participation rights are issued at 

a price that is not significantly lower than the theoretical market price which shall be determined in ac-

cordance with accepted financial calculation methods. The Management Board will keep the discount on 

that determined market price as low as possible when assessing its price under taking into account the 

current capital market situation. Thereby the financial value of a subscription right with respect to the 

bonds or participation rights can be reduced to almost zero the result of which is that shareholders will not 

suffer any substantial economic loss due to the exclusion of their subscription rights. In addition, to pro-

tect themselves against any negative dilutive effects, they have the opportunity to maintain their percent-

age equity ownership interests in the Company's share capital by purchasing the necessary shares on the 

stock exchange as close as possible to the time of determination of the terms of issue of the bonds or par-

ticipation rights. 

Furthermore, subscription rights can also be excluded if the warrant or convertible bonds or participations 

rights are issued in exchange for contributions in kind or considerations in kind. Among other things, this 

shall enable the Management Board to use the bonds or participation rights also as an "acquisition curren-

cy" to acquire such contribution or consideration in kind against transfer of such financing instruments, in 

individual eligible cases in connection with corporate mergers or for the (direct or indirect) acquisition of 

companies, businesses, parts of businesses, participations or other assets or entitlements to the acquisition 

of assets, including claims against the Company or its subsidiaries. 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 importance at all times. 
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Business expansions realized by way of acquisition of companies or participations in companies normally 

require quick decisions. The proposed authorization enables the Management Board to react in a quick 

and flexible manner to advantageous offers or other opportunities arising on national or international 

markets and to seize business expansion opportunities by acquiring companies or participations in com-

panies against the issuance of bonds or participation rights in the interest of the Company and its share-

holders. The Management Board will thoroughly review in each case whether it should use the authoriza-

tion to issue bonds or participation rights under exclusion of shareholders' subscription rights where actu-

al opportunities for the acquisition of assets, in particular companies or participations in companies, arise. 

The Management Board will not exclude shareholders' subscription rights unless this would be in the 

Company's best interests. 

The remaining proposed instances of exclusion of shareholders' subscription rights are designed to facili-

tate the process of bond or participation rights issue. The exclusion in the case of fractional amounts is 

reasonable and in keeping with the market for achieving a practical subscription ratio. The exclusion of 

shareholders' subscription rights for the benefit of holders or creditors of outstanding bonds or participa-

tion rights is in line with common market practice and has the advantage that the conversion or exercise 

price of already outstanding bonds or participation rights, which are commonly equipped with an anti-

dilution mechanism, does not have to be reduced. As a result, the attractiveness of a bond or participation 

rights issue may be enhanced by placing the bonds in several tranches, thus raising a higher total inflow 

of funds. Therefore, the proposed exclusion of shareholders' subscription rights is in the interests of the 

Company and its shareholders. 

Insofar as participation rights without option or conversion rights or obligations and without share deliv-

ery right shall be issued, the Management Board is authorized, subject to Supervisory Board approval, to 

entirely exclude the shareholders' subscription rights if these participation rights have bond-like character-

istics, i.e. if they do not confer membership rights in the Company, do not provide for a participation in 

the liquidation proceeds, or if the amount of interest is not calculated based on the annual surplus, the 

balance sheet profit or the dividend. In addition, interest and issue price of the participation rights must, in 

this case, correspond to current market terms at the time of issuance. If these conditions are fulfilled, the 

exclusion of subscription rights does not result in disadvantages to the shareholders, as the participation 

rights do not confer membership rights and no share in the liquidation proceeds or in the profit of the 

Company. 

Under this authorization, bonds or participation rights may only be issued under exclusion of subscription 

rights if the total of new shares to be issued on the basis of such bond or participation right, together with 

new shares issued by the Company during the term of this authorization based on another authorization 

under exclusion of subscription rights or to be issued on the basis of a convertible bond and/or warrant 

bond or participation right issued during the term of this authorization based on the use of another author-

ization under exclusion of subscription rights, does, in mathematical terms, not exceed 20% of the capital 

stock at the time this authorization takes effect. 



 

5

The Conditional Capital 2015/I is necessary in order to be able to fulfill conversion or option rights or 

conversion or option obligations or delivery rights attached to bonds on or in respect of shares of Tele 

Columbus AG, unless other types of fulfillment are used to ensure delivery. The Management Board will 

thoroughly review in each case whether the use of the authorization would be in the interests of the Com-

pany and its shareholders. 

The Management Board will report to the annual general shareholders' meeting on the use of the authori-

zation. 

 


