Explanatory Report of the Manage-
ment Board on Takeover Disclosures
in Accordance with Section 315a (1)
of the German Commercial Code
(Handelsgesetzbuch - "HGB”)

Composition of subscribed capital, and rights
and obligations attached to shares

The composition of Aareal Bank AG’s subscribed
capital is shown in Note 60 ("Equity”) to the con-
solidated financial statements. Each share casts
one vote at a General Meeting. There are no shares
with special rights granting supervisory powers to
any shareholder or shareholder group. The Com-
pany currently does not hold any treasury shares,
which would not be entitled to vote.

Restrictions affecting voting rights or the
transfer of shares

The transfer and exercise of voting rights is gov-
erned exclusively by legal restrictions. Voting rights
are not limited to a certain number of shares, or
of votes. All shareholders who have registered to
attend a General Meeting in good time, and who
have provided the Company with evidence of their
shareholding and their right to vote, are entitled to
attend the General Meeting, and to exercise their
voting rights from all shares held and so registered.
The exercise of voting rights from the shares con-
cerned is precluded by law in the cases where
section 136 of the German Public Limited Compa-
nies Act (Aktiengesetz — "AktG”) applies. Where the
Company holds treasury shares, section 71b of the
AktG prohibits the exercise of rights vested in such
shares. We are not aware of any other restrictions
affecting voting rights or the transfer of shares.

Shareholdings exceeding 10 % of voting rights
Details regarding any shareholdings exceeding

10 % of voting rights are provided in Note 82 to
the consolidated financial statements.

Shares with special rights granting the holder
supervisory powers

Aareal Bank AG’s Memorandum and Atticles of
Association do not grant any shareholder the right
to nominate members to the Supervisory Board,
nor are there any other shares with special rights
granting the holder supervisory powers.

Type of control of voting rights regarding
shares held by employees with their rights of
control not being directly exercised

There are no Aareal Bank AG shares held by
employees where the rights of control cannot be
directly exercised.

Statutory provisions, and provisions in the
Memorandum and Articles of Association
regarding the appointment and removal

of members of the Management Board, and
regarding amendments to the Memorandum
and Articles of Association

The appointment and removal of members of the
Management Board of Aareal Bank AG is carried
out in accordance with sections 84 and 85 of
the AktG and Article 7 of the Memorandum and
Articles of Association, according to which the
Management Board must have a minimum of two
members. The Supervisory Board shall appoint
the Members of the Management Board and de-
termine their number. The Supervisory Board may
appoint deputy members, and may appoint one
member of the Management Board to be the Chair-
man of the Management Board. The members of
the Management Board are appointed for a maxi-
mum term of five years. This term of office may be
renewed or extended for a maximum of five years
in each case.

Pursuant to section 179 of the AktG, the Memo-
randum and Articles of Association may be amended
by way of resolution passed by the General Meet-
ing. Resolutions of the General Meeting regarding
amendments to the Memorandum and Articles of



Association are passed by a simple majority of the
votes cast, or — to the extent permitted by law —
by the majority of the issued share capital present
at the Meeting. In accordance with section 18I (3)
of the AktG, such amendments become effective
upon their entry in the Commercial Register. In the
event of a capital change, the Supervisory Board
is authorised to modify the wording of the Articles
of Association in line with the amount of the capital
change (Atrticle 5 (7) of the Memorandum and
Articles of Association).

Authorisation of the Management Board to
issue or repurchase shares

Authorised capital

The Annual General Meeting held on 31 May 2017
resolved to authorise the Management Board to
increase, on one or more occasions, the Com-
pany’s share capital, subject to the approval of the
Supervisory Board, by up to a maximum total
amount of € 89,785,830 by issuance of new shares
for contribution in cash or in kind; the Manage-
ment Board is also authorised, within defined limits,
to disapply pre-emptive rights, given the fulfilment
of certain conditions. This authorisation will expire
on 30 May 2022. When exercising this authori-
sation, the Management Board will restrict the ex-
clusion of shareholders’ pre-emptive rights to a total
of 20 % of the Company’s share capital — including
treasury shares and any shares issued during the
term of this authorisation, under the authorisation
under agenda item no. 6 of the Annual General
Meeting held on 21 May 2014. The authorised capi-
tal has not been utilised to date.

Conditional capital

Based on a resolution passed by the General
Meeting on 21 May 2014, the Management Board
was authorised to issue, on one or more occa-
sions until 20 May 2019, profit-participation rights
with a limited or unlimited term for contribution
in cash or in kind in a total nominal amount of

€ 1,000,000,000. Holder or creditor conversion
rights may be attached to such profit-participation

rights, provided they are not issued against contri-
bution in kind. Conversion rights may be attached
exclusively to no-par value bearer shares and are
limited to a maximum amount of € 89,785,830 of
the Company’s share capital. Issuance of profit-
participation rights may also be effected by domestic
or foreign enterprises in which the Company either
directly or indirectly holds a majority interest. In
such cases, the Company may itself assume guar-
antees and offer shares of Aareal Bank AG, subject
to the approval of the Supervisory Board, in order
to meet the resulting conversion rights. Subject to
the approval of the Supervisory Board, the Manage-
ment Board may exclude shareholders’” pre-emptive
rights in relation to the profit-participation rights

in certain cases.

The issued share capital is subject to a conditional
capital increase not exceeding € 89,785,830 by
issuance of up to 29,928,610 new no-par value
bearer shares ("Conditional Capital 2014”). The
conditional capital increase shall be implemented
only insofar as (i) the holders or creditors of con-
version rights from convertible profit-participation
rights issued by the Company (or by an enterprise
in which the Company either directly or indirectly
holds a majority interest) until 20 May 2019 on
the basis of the Annual General Meeting’s authori-
sation resolution of 21 May 2014 exercise their
conversion rights or (ii) the holders or creditors of
convertible profit-participation rights issued by the
Company (or by an enterprise in which the Com-
pany either directly or indirectly holds a majority
interest) until 20 May 2019 on the basis of the
Annual General Meeting’s authorisation resolution
of 21 May 2014 and who are obliged to exercise
those rights fulfil their obligation or (iii) the Com-
pany makes use of alternative performance; insofar
as treasury shares are not used to service the
rights or, in the aforementioned cases (i) and (i),
no cash compensation is granted. The new shares
shall be entitled to a share in the profits from the
beginning of the financial year in which they come
into existence through the exercise of conversion
rights or the fulfilment of conversion obligations.
The Management Board is authorised to determine
the details of the conditional capital increase.



Authorisation to purchase treasury shares

The General Meeting held on 20 May 2015 author-
ised the Management Board, pursuant to section
71 (1) no. 7 of the AktG, to purchase and sell
treasury shares for the purposes of securities trad-
ing, at a price not falling below or exceeding the
average closing price of the Company’s share in
Xetra trading (or a comparable successor system)
during the three trading days on the Frankfurt
Stock Exchange prior to the relevant transaction
by more than 10 %. This authorisation expires on
19 May 2020. The volume of shares acquired for
this purpose must not exceed 5% of the issued
share capital of Aareal Bank AG at the end of any
given day.

Furthermore, the General Meeting held on

20 May 2015 authorised the Management Board,
pursuant to section 71 (1) no. 8 of the AktG, to
purchase treasury shares with a volume of up to
10 % of the issued share capital for purposes other
than securities trading. This authorisation expires
on 19 May 2020. Such purchases may be effected
via stock exchanges or public purchase offers
made to all shareholders, taking into account the
prices as specified in the respective Annual Gen-
eral Meeting’s resolution, which are in turn based
on the Company’s stock exchange share price. The
authorisation may be exercised on one or more
occasions, covering partial amounts or the total
amount.

Subject to the approval of the Supervisory Board,
the shares acquired under this or an earlier authori-
sation may be sold outside stock exchanges and
without an offer to all shareholders, thereby ex-
cluding shareholders’ pre-emptive rights, provided
that the shares sold do not exceed the threshold
value of 10% of the Company’s share capital and
that the issue price is not significantly lower than
the stock exchange price, or if the sale of such
shares is made against contribution in kind, or if
the shares are given to the holders of conversion
or option rights, even if they had been issued by
subsidiaries. The treasury shares may also be given
to the holders of conversion or option rights in
lieu of new shares from a contingent capital in-

crease. The shares can also be withdrawn, without
such a withdrawal or its implementation requiring
a further resolution by the General Meeting.

The Management Board was also authorised to
effect the acquisition of treasury shares by using
put or call options. However, any and all share
purchases involving the use of derivatives shall be
limited to @ maximum threshold value of 5% of
the Company’s share capital. In addition, any
acquisition of shares shall count towards the 10 %
threshold for the authorisation for the acquisition
of treasury shares. Where treasury shares are
acquired using equity derivatives, the shareholders’
right to enter into any option transactions with

the Company is excluded in analogous application
of section 186 (3) sentence 4 of the AktG.

Material agreements which are subject
to change of control clauses triggered in the
event of a takeover offer

There are no material agreements which are
subject to change of control clauses triggered in
the event of a takeover offer. Any public offers to
acquire the Company’s shares are governed exclu-
sively by the law (including the provisions of the
German Securities Acquisition and Takeover Act),
and the Memorandum and Atticles of Association.

Compensation agreements entered into
with members of the Management Board or
employees in the event of a takeover offer

For details regarding compensation agreements
entered into with members of the Management
Board or employees in the event of a takeover bid,
please refer to the Remuneration Report, which
forms part of the Group Management Report.



