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Brief portrait

BRIEF PORTRAIT | |

With around 167,000 rental properties, approximately 500,000 tenants
and 2,040 employees (as at 31 December 2022), Dusseldorf-based
LEG is one of Germany’s leading listed housing companies. The com-
pany is listed on the MDAX and generated rental and lease income of
EUR 1,149 million in the 2022 financial year. As the biggest landlord in
North Rhine-Westphalia, Germany's most populous state, in addition to
being active in other states in Germany, it serves the growing demand
for housing for low and medium-income earners. The company focuses
on the “affordable living" segment.

A consistently value-driven business model with a focus on resilience
and customers combines the interests of tenants, shareholders and
society. Customer satisfaction is especially important to LEG. It is
therefore constantly striving to further improve the quality of its
service by focusing on its target group, neighbourhood management
and personal service. LEG also fulfils its social responsibility via its
two foundations, the “LEG NRW Tenant Foundation” and the “Your
Home Helps" foundation.

Targeted and sustainable investments ensure the quality of LEG's
property portfolio and meet growing customer needs. The company
places particular emphasis on measures to protect the climate and
making its portfolio more energy-efficient.
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Key figures 0 @ Q
T1
-
2022 2021 +/- %/bp 1 8 2 O
° °

Fi ial Key Fi
Inancial Key Figures . m I lll o n
Rental income € million 799.1 683.9 16.8
Net operating income (recurring) € million 621.0 540.0 15.0 In 2022, LEG could increase FFO | by 13.9 % to 482.0 milion.

FFO i i i indi for th i .
EBITDA < rmillion — 22728 585 O | is an important earnings indicator for the property industry
EBITDA (adjusted) € million 598.7 512.2 16.9
EBT € million 508.0 2.138.7 -76.2
Net profit or loss for the period € million 237.4 1.724.7 -86.2
FFO1 € million 482.0 423.1 13.9 I 0 8 8 L4 ll’
FFO I per share € 6.56 5.84 12.3 ([ J I I l I I o n L a4
FFOII € milli 483.7 419.9 15.2

mitton In 2022, LEG could increase AFFO by 18.0% to 108.8 million. AFFO

FFO Il per share € 6.58 5.79 13.6 reflects the earned and freely available cash flow. In the current interest
AFFO € million 108.8 92.2 18.0 environment LEG is therefore linking corporate success in 2023 to AFFO
AFFO per share € 1.48 127 16.5 ilgeteac RO
Dividend per share € 0.00 4.07 -
Balance Sheet Key Figures 31.12.2022 31.12.2021 +/- %/bp
Investment property € million 20,204.4 19,178.4 53
Cash and cash equivalents € million 362.2 675.6 -46.4
Equity € million 9,083.9 8,952.9 1.5 '
Total financing liabilities € million 9,460.8 8,884.3 6.5 LEG had a total of 2,040 emplogees on 31 December 2022'
Current financing liabilities € million 252.4 1,518.1 -83.4 270 colleagues more than on the previous year's reporting date.
LTV % 43.9 41.9 200 The LEG team mamLy. grew at sites in northern Germany, which

belong to LEG only since the turn of the year 2021/2022.
Equity ratio % 42.5 43.5 -100
EPRA-NTA, diluted € million 11,377.2 11,261.5 1.0
EPRA-NTA pro Aktie, diluted € 155,572 147.58 4.0

oo
Other Key Figures 31.12.2022 31.12.2021 +/- %/bp o oo
Number residential units 167,040 166,189 0.5 A o oof|oo
In-place rent €/sqm 6.33 6.13 33 oo)(oo
In-place rent (L-f-1) €/sqm 6.32 6.13 31 The vacancy rate on a like-for-like
EPRA vacancy rate % 2.9 2.8 10 (L-f-1) basis fell once more to 2.4 %. Excluding the portfolios
. acquired in late 2021, the vacancy rate in 2022 would be

EPRA vacancy rate (I-f-) /° s 2.6 -20 at a new all time low of just 1.9 %.
Employees 2,040 1,770 15.3

bp = basis points
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ESG ratings

By actively participating in ESG
ratings, LEG is transparent with
the capital market about the
sustainability performance and
provide an indication of the
extent to which the company
has embedded sustainability
agencies' ESG criteria in individual
areas of the business strategy.

Our aim is to perform better
than the sector average and
continually improve. Given the
high number of ratings, we take
care to ensure a good balance
between the work that goes into
them and the knowledge gained.
And it does so with success:

LEG again improved in Sustain-
alytics's ESG risk rating in the
2022 financial year. LEG was
given an updated rating of 6.7,
which represents another
significant improvement. The
assessment of the company's
long-term development remains
in the lowest risk category
(“negligible”). With the rating
update, the company has there-
fore achieved its governance
target for the 2022 financial
year of maintaining the lowest
risk category as achieved in 2021.

Overview of participation in ESG ratings

ESG
TOP RATED

MSCI
ESG RATINGS

cec  m e [uss | A | aa [OEN

RATED 87

IS5 ESGP>

Ncop
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2022

Mooby’s

ESG Solutions
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\ SCIENCE
BASED
/ TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

In autumn 2022, LEG
initiated an update

of its Sustainalytics
ESG Risk Rating, which
improved further
following the comple-
tion of the review.

The rating is now 6.7.
The lowest risk cate-
gory in respect of
experiencing material
financial impacts from
ESG factors, “negli-
gible risk", was con-
firmed once again,
meaning that the
short-term governance
target for the 2022
financial year was
achieved accordingly.
Sustainalytics' ESG
Risk Ratings measure
a company's exposure
to industry-specific
material ESG risks and
how well a company
manages those risks.

104 ;g 6.7

B

2020 2021 2022

Positive
development

The MSCI ESG rating
measures how resilient
a company is to long-
term, sector-relevant
environmental, social
and governance risks.
MSCI ESG ratings
range from “Leader”
(AAA, AA) to "Average”
(A, BBB, BB) to
“Laggard" (B, CCC).
MSCl upgraded LEG's
ESG rating from AA

to AAA in December
2022, giving it the
best possible rating in
the “Leader” category.

AA  AA AAA

2020 2021 2022

Positive
development

ISS analyses how a
company approaches
ESG issues on the
basis of up to 100
assessment criteria,
most of which are
sector-specific. The
ISS ESG Corporate
Rating is based on a
12-point scale from
A+ (excellent perfor-
mance) to D- (poor
performance). LEG
was awarded Prime
status by ISS for its
sustainability perfor-
mance in the 2022
financial year. Accor-
ding to ISS, compa-
nies with Prime status
are above the sector-
specific threshold

in terms of their ESG
performance. The
status upgrade awar-
ded to LEG therefore
confirms that its ESG
efforts make it an
industry leader and
that it is well posi-
tioned to deal with
ESG risks and to iden-
tify opportunities.

c- ¢ C

2020 2021 2022

Positive
development

CDP is a not-for-profit
charity that runs a
global disclosure
system for investors,
companies, cities,
states and regions to
manage their environ-
mental impact and
detail the associated
risks and opportuni-
ties. LEG took part in
CDP's climate change
programme for the
first time in 2021. As
this was the first time
it participated, the
achieved score was
not published. In the
second assessment
in the 2022 financial
year, LEG was awarded
a climate change
rating of “B" ("Manage-
ment Level"). The
company made
progress in nine out
of 11 categories

and beat the industry
average in almost
every category.

B

2022

Initial disclosure of
the rating

LEG's ESG score
improved slightly
from 51in 2021 to
52in 2022, according
to an ESG Assess-
ment from Moody's
Analytics. Moody's
ESG Assessments
evaluate how compa-
nies manage their
exposure to ESG risks
and opportunities
that are material to
their business and
stakeholders.

39 51 52

_n

2020 2021 2022

Positive
development

The EPRA Sustaina-
bility Best Practice
Recommendations
(sBPR) aim to make
public ESG informa-
tion more transparent
and comparable by
providing a range of
key metrics in the
three impact catego-
ries of environment,

social and governance.

LEG was granted the
Gold Award in recog-
nition of its perfor-
mance for the third
time in a row in 2022.
The company places
great value on the
EPRA report, as the
EPRA sBPRs are

the only industry
standard for the
disclosure of ESG
information at
European listed pro-
perty companies.

In the summer of
2021, LEG informed
the Science Based
Target Initiative (SBTi)
that it would submit
Science Based Targets
(SBTs) under the 2005
Climate Agreement
for validation by the
Initiative within 24
months. It did this in
the 2022 reporting
year. SBTs are a way
of setting clear and
reliable emission
reduction targets on
the basis of scientific
findings. LEG expects
the Initiative to vali-
date the targets in
summer 2023. By
establishing science-
based targets to
reduce greenhouse
gas emissions, the
SBTi helps companies
develop a clear
roadmap to improving
sustainability or, in
LEG's case, to further
underscore this
roadmap.



AT A GLANCE
LEG, its subsidiaries and its foundations - good partners in uncertain times

LEG, its subsidiaries and its foundations — good partners in uncertain times

Our world seems to have fallen into a state of
disarray: Climate change and coronavirus,

a war in the middle of Europe, inflation and the
energy crisis — these are issues that have many
people feeling worried. We are reliably by our
stakeholders’ side in these troubled times and
are developing concepts for a good future.

850,000

EUR

02/22 Rapid assistance for refugees
from Ukraine

On 28 February, we set up a coordination centre for local councils
for accommodation for refugees. By the end of the year, LEG
furnished and allocated 1,700 apartments in around 60 cities for
refugees. The “Your Home Helps" Foundation provided financing
of EUR 850,000 in particular to help set up 250 apartments for
arriving families as well as organised playful distractions for
children from warzones and supported benefit events with dona-
tions and sponsorship together with LEG.

01/22 Still combating the effects of flooding

At the start of 2022, the remaining donations from the
flood relief fund set up in the summer of 2021 by LEG's
two foundations (the “Your Home Helps" Foundation and
the LEG NRW Tenant Foundation) were handed over to
non-profit aid organisations that continued to help rebuild
in Ahrtal and other affected regions.

03/22 Good living in Duisburg-Hochfeld

Since March, we have been helping Talentmetropole Ruhr to
establish two education projects in Duisburg-Hochfeld. Duisburg-
Hochfeld is to be made into a model district as part of the “Urbane
Zukunft Ruhr” flagship project by Initiativkreis Ruhr, an association
of more than 60 companies and institutions campaigning for
structural change in the region.

LEG IMMOBILIEN SE Annual Report 2022
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04/22 Top gear for climate protection with Renowate

On 1 April, LEG Immobilien SE and the Austrian company Rhom-
berg Bau met with high-ranking representatives from the worlds of
business, science and politics to celebrate the founding of their
joint venture for serial solutions for the decarbonisation of resi-
dential buildings: Renowate. Throughout the DACH region, the
company wants to help others to achieve the European Union's
ambitious climate protection targets. Several hundred experts
have since visited “serial” LEG and Renowate construction sites in
Mdnchengladbach. Two pilot projects for LEG were successfully
completed in autumn; also, it acquired its first external customer
from outside the housing industry.

05/22 Inauguration of new,
sustainable LEG head office

We set a standard for climate and environmental protection with
the energy-saving building concept for our new headquarters
“F99" in Dusseldorf's Airport City. "F99" was inaugurated by the Lord
Mayor of Dusseldorf on 28 May in a ceremony attended by many
employees and their families. The head office is pre-qualified for
strict DGNB gold certification.
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Fun and games

in the summer holidays

In 2022, LEG organised a lively holiday
programme for families - there was a lot of
catching up to do after two years of COVID

restrictions. Events were held at around 50 LEG
locations in the summer months — half in
cooperation with the LEG NRW Tenant
Foundation, the regional council, the Red
Cross, the Welfare Society or other
housing companies.

08/22 “Working through the
energy crisis together”

Just in time before the heating was switched on, the Manage-
ment Board of LEG wrote to all tenants to be prepared for
rising energy costs and to offer the promise of assistance
in case of emergency. Our “Working through the energy cri-
sis together” customer website went live at the same time.
Here, customers can find all the important information on
saving energy, heating settings, state relief programmes
and much more besides. Together with its energy subsi-
diary ESP, LEG makes sure to get the best possible energy
procurement, green electricity options and sustainable
supply concepts, such as green district heating in Herne.

09/22 Energy saving campaign
“Don’t burn your money”

Back in 2021, we tested various approaches for changing residents’
energy consumption habits in pilot neighbourhoods. What we
learned was that even simple steps such as posters with clear
messages like “Don’t burn your money” and monthly consumption
analysis led to carbon savings of up to 9 %. We continued to roll out
these measures in autumn 2022.

TalentMetropole , »

Ruhr “tigh

53 Stadte,
53.000 Méglichkeiten

10/22 Long-term cooperation agreed
with Talentmetropole Ruhr

Since 2020, LEG's own “"Your Home Helps” Foundation has been
working on individual projects with the Talentmetropole Ruhr
Foundation; financial support for the next several years was also
agreed in autumn 2022. The two foundations share the goal of
helping disadvantaged children and young people. LEG's CEO Lars
von Lackum is a member of the Talentmetropole Ruhr Foundation’s
Board of Trustees.
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11/22 Social and energy consulting
expanded further

More and more people are worried about rising energy costs -
this is increasingly being felt by charitable organisations and our
“Your Home Helps" Foundation as well. The Foundation's social
managers have therefore continued to step up their cooperation
with organisations for energy and debt advice, building its own
expertise in these areas that it can now actively apply.

12/22 Christmas market with key
handover in Ahrweiler

Several LEG buildings in Bad Neuenahr/Ahrweiler were affected
by the catastrophic flooding in the summer of 2021. Restoring
housing estates and good neighbourhoods was an unprecedented
challenge for us, and took longer than we would have wanted
for our customers. As a small sign of our gratitude for tenants’
trust and patience, and for the support of local hoteliers and
service providers, LEG's Management Board, LEG branches and
the "Your Home Helps" Foundation organised a small celebration
on 6 December, Saint Nicholas Day, to meet with young and old
and to await Saint Nicholas together.
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TO THE SHAREHOLDERS
Letter from the Management Board

Letter from the Management Board

Dear Shareholders,
Dear Readers,

The year 2022 marks a turning point in the history of Europe.
Russia's aggression in Ukraine leaves us stunned. We are deeply
affected by the suffering of the people. As a large owner of apart-
ments in Germany, it was natural for us to immediately offer help
to Ukrainians seeking protection in this country.

The global geopolitical and economic impact of Russia's war of
aggression, which is contrary to international law, is being felt by
everyone. Regarding the increased cost of living and energy, we
welcome the rapid relief measures taken by the federal govern-
ment, particularly the Wohngeld Plus (Housing Allowance Plus)
initiative, which specifically benefits lower-income households.
We flank the government support with advice of extensive ener-
gy-saving measures for our tenants, assistance with applications
for housing allowances and the offer of installment payments,
among other things. In short, as in the heyday of the pandemic,
we are doing everything we can to retain our loyal customers. This
has proven successful - for our tenants and for us.

Last but not least, the general conditions for our business have
changed considerably in the wake of rising interest rates and infla-
tion. We are responding to this development with a cash-focused
business strategy adapted for the duration of the crisis to position
LEG for a sustainable future — even in difficult times. In this cont-
ext, our very good operating performance and the immense
demand for and strongly reduced supply of affordable housing
stand for a permanently crisis-resilient business model. We have
therefore continued to develop successfully in 2022 despite a
highly volatile environment:

- Our like-for-like (L-f-L) vacancy rate decreased once again; in our
established markets it has been lower than ever before in LEG's
more than 50-year history.

- We fully integrated around 22.000 apartments acquired in 2021
into our management platform within a few weeks. More than
200 new employees have become enthusiastic LEG colleagues.
We have thus successfully completed the largest growth step in
our history.

- Renowate, our joint venture for the serial, digital solution for
energetic refurbishment of existing buildings, sets standards
for efficient climate protection in the building sector.

- Our tenants and our employees reward LEG's reliability in
difficult times with rising satisfaction levels.

Despite all the challenges, 2022 was a successful financial
year for LEG. This is also reflected in the key figures.

Funds from operations (FFO 1), currently the company's key finan-
cial indicator, rose by 13.9 % year-on-year to EUR 482.0 million in
2022. Significant positive effects resulted from higher rental
income and the aforementioned successfully integrated acqui-
sitions of the previous year. FFO | was thus within the expected
range of 475 to EUR 485 million.

LEG IMMOBILIEN SE Annual Report 2022
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As spending discipline and liquidity provision are becoming
increasingly important in the changed environment, it is worth
looking at AFFO, which was previously reported as a subordinate
cash-oriented indicator and that we have made the key perfor-
mance indicator for LEG for fiscal year 2023. AFFO is FFO | adjusted
for capitalized portfolio investments. In the reporting year, it was
18.0% above the previous year at EUR 108.8 million. In addition
to the increase in FFO |, AFFO also benefited from the slowdown
in our capital expenditure. Here, too, we responded quickly to the
changed environment and invested less than originally planned.
At around 41 EUR/sgm, capital expenditure was already signifi-
cantly below the initially planned 46 to 48 EUR/sqm and slightly
below the previous year's figure of 42.50 EUR/sqm.

The actual rent on a |-f-L basis increased to an average of 6.32 EUR/
sgm in the reporting period, representing a rise of 3.1 % within
twelve months. We have thus slightly exceeded our target for ren-
tal growth in 2022.

In addition, the vacancy rate on a l-f-l basis fell from 2.6 % in the
previous year to 2.4 % in the 2022 reporting year. Thus, it decreased
once again — even though the acquisitions made in 2021 still have
a noticeably higher average vacancy rate than LEG's original
housing stock. Excluding the portfolios acquired in late 2021, the
vacancy rate in 2022 would be just 1.9 %.
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“Stable in the present, bold in
the future - that's what LEG stands
for with its 'good housing at fair
prices' business model.”

Lars von Lackum (CEO)

“Thanks to our increased cash flow orientation
and forward-looking financial planning,
we feel well positioned — even in a
challenging capital markets environment.”

Susanne Schréter-Crossan (CFO)

LEG IMMOBILIEN SE Annual Report 2022

000

“Continuous improvements in our
core business and a passion for innovation
are driving us clearly forward.”

Dr Volker Wiegel (COO)
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The EPRA NTA per share as of 31 December 2022 was EUR 153.52.
This is the result of a slight value increase of the residential port-
folio of 1.9 % in the fiscal year 2022. This was still the outcome of
the strong first half of fiscal year 2022, where it amounted to 6.1 %,
while the valuation declined by 4.0 % in the second half of fiscal
year 2022, which was in line with the company's expectations.

This makes our conservative financing strategy even more import-
ant to us. It is — and will remain — the hallmark of LEG. As of the
31 December 2022, reporting date, LEG's liabilities had an average
remaining term of 6.5 years. The average interest cost was a low
1.26%. LEG has no significant refinancing obligations until the
beginning of 2024. In the past, we have always ensured a good mix
between different forms of secured and unsecured debt finan-
cing. We are therefore held in equally high regard and trust by all
players in the financial markets. As result, LEG has access to all
forms of debt financing, even under the changed conditions. To
provide for further liquidity in the current volatile market environ-
ment, the company concluded a syndicated working capital line
of EUR 600 million in autumn 2022 and increased the existing
commercial paper program by EUR 100 million to a total volume
of EUR 600 million.

Net debt to real estate assets, also known as LTV (loan to value),
was 43.9 % as of the 31 December 2022 reporting date. Our medi-
um-term target for LTV remains unchanged at 43 %.

In order to strengthen LEG's capital base and in light of an unsecure
market and interest rate environment, the Management Board
and Supervisory Board of LEG Immobilien SE intend to propose
to the Annual General Meeting on 17 May 2023 not to pay out a
dividend for financial year 2022.

LEG's strong results for the fiscal year 2022 cannot hide the fact
that our market environment has become considerably rougher.
The rapid rise in interest rates has significantly changed the opera-
ting environment for the entire capital-intensive real estate sector.
Rising requirements for energy efficiency and unclear subsidy
conditions for construction measures pose additional challenges
for the whole sector. Investors are currently waiting to see where
a new balance will be found between interest rates, inflation, ren-
tal yields and thereby real estate valuations. As a result, the trans-
action market has come to a virtual standstill. According to the
global real estate services provider CBRE, a particularly low level
of activity was recorded in transactions with a volume of more
than EUR 100 million. In 2022, such large-volume deals totaled
just EUR 6.8 billion, which not only was far below the 2021 level of
EUR 39.7 billion but also much lower than the five-year average of
EUR 16.2 billion. Spending discipline is therefore the order of the
day. Nevertheless, we are looking ahead with great confidence
because our LEG is well positioned to emerge stronger from this
crisis.

Our clear focus on good housing at fair prices is currently paying
off notably in Germany. Demand in our market segment -
affordable housing - continues to be strong. Already today
demand far exceeds supply in many places. As a result, we are
structurally fully leased. Even in the current environment our
portfolio is achieving an attractive rental yield of more than 4 %.

The necessary immigration of skilled workers and the intake of
refugees are intensifying the need for affordable housing, as is the
declining number of completions in this segment. Well-known
studies estimate that there is a shortage of around 700,000 apart-
ments in Germany. At the same time, far fewer new homes are
being built than originally planned. The 400,000 new homes per
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year originally targeted by the German government have become
a distant prospect in light of the sharp rise in construction and
financing costs and unrealistic subsidy conditions.

In a nutshell, we can say that our business model is extremely
healthy and resilient to crises; the performance in the operative
business is excellent. At the same time, we have the ambition to
further optimize our core business in the future.

This is only possible with a dedicated, enthusiastic team com-
mitted to our product, our customers and our company every day.
And that is what we have at LEG. For us, this is anything but a
given. Therefore, we would like to take this opportunity to express
our special thanks for the outstanding performance of all our
employees.

Adjusted business strategy focuses on

capital efficiency

We are ideally placed to navigate the current heavy seas in the
housing industry. In addition, we want to navigate LEG through the
storm as intelligently as possible. With the approval of the Super-
visory Board, the Executive Board has therefore decided to adjust
the business strategy for the duration of the unfavorable market
environment as follows:

First: Improving cost structures and strengthening the
operating business

A key driver of the adjusted strategy is the reduction in
portfolio investment per square meter. For 2023, we have
set ourselves the target of spending only 35 EUR/sgm. Com-
pared with the original planning for 2022 of 46-48 EUR/sqm,
this represents a real reduction of more than 40%. At the
same time, in 2023 we expect robust rental growth of
3.3-3.7% on a l-f-L basis. We will also reduce our cost base
by more than EUR 10 million.
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Second: Run-off of the capital-intensive project
development business

The development of new construction projects is capital-
intensive and - against a backdrop of rising construction costs
and interest rates, uncertain subsidy conditions and increasing
environmental requirements - is no longer viable, especially
in the “affordable housing” segment. Our customers, mainly
people with low and medium incomes, can therefore no longer
afford new-build rents. Consequently, we are discontinuing
our new construction activities once projects already underway
have been completed. Since our project development business
is relatively small and has not been part of LEG's core business
in the past, we can implement this run-off quickly.

Third: Positioning as a net seller

In the current environment we are no longer making any
purchases. In addition, the marketing of more than 5,000
apartments is underway. This will allow us to position ourselves
as a net seller as soon as the transaction market returns.
Currently, due to the wait-and-see attitude of most investors,
only small lot sizes can be sold with a value-confirming
effect. We thus sold around 600 apartments in 2022 - all

at or slightly above book values. On balance, therefore,

we still grew by a few apartments in the reporting year.

Fourth: Preserving and strengthening innovative

spirit and sustainability

It is important to us to think beyond the day and to push
smart future projects while acting sustainably - especially in
economically challenging times.

Renowate, LEG's joint venture for serial refurbishments, is deve-
loping very encouragingly. The young joint venture has already
successfully completed work on two of a total of 14 planned
refurbishment projects for LEG. More than a year ahead of schedule,
Renowate has also won its first external contract from another
housing company and is thus embarking on its foreseen path as

a leading provider of serial refurbishment throughout the DACH
region. Our efforts in the political arena to improve funding con-
ditions for serial refurbishment, for which there is now a 15 % reno-
vation bonus, have also paid off.

In 2022, we further intensified our involvement in industry associ-
ations and direct exchanges at the local, state, and federal political
level. We are particularly committed to affordable climate pro-
tection in the building sector and, in the interests of tenants and
landlords, are calling for an improved investment climate and the
appropriate lowering of building standards, openness to techno-
logy and the strengthening of the energy transition in the housing
industry, as well as the removal of hurdles under rental law.

But back to the innovations from LEG: Youtilly, the digital LEG
platform for transparent service management and Germany-wide
contracting in the areas of green care, cleaning and winter services,
is also increasingly establishing itself as an industry solution and
being used by everything from small gardening businesses to
large competitors. The ability to directly evaluate services provided
means that tenants can actively influence the quality of services
provided.

We are not compromising on our climate protection targets —
despite lower investment in modernisation. We are encouraged
by the very good success of our smart climate projects, like LEG's
energy-saving "Are you still heating or already saving?” campaign.
Even before the war in Ukraine made saving energy one of the
most important issues in Germany, in 2021 we tested five approa-
ches to changing residents' energy consumption behavior (known
as nudging or influencing behavior) in some pilot neighborhoods.
Even simple measures such as energy-saving posters in the stair-
well or monthly consumption evaluations yielded COz2 savings of
up to 9 %. The result - scientifically proven by a study conducted
by the Hasso Plattner Institute and the University of St. Gallen -
surprised even us. Under the motto “costs little - saves a lot,” we
rolled out the measures further.
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Now we have reported quite a bit about climate protection at LEG.
As a responsible landlord, the sustainability dimensions “social”
and “good corporate governance” are no less important to us. We
further expanded both in 2023. For example, customer satisfaction
with LEG - and the corresponding Customer Satisfaction Index
(CSI) - rose by around six percentage points compared with the
zero measurement in 2020. Employee satisfaction even increased
from 66 to 73 % when using the Trust Index based on the renown
"Great Place to Work” method. This makes LEG one of the best
employers in Germany, which we are very proud of. Both values are
important indicators of our sustainable social performance and an
incentive for us to make further improvements in the future.

One of our special concerns in the year under review was helping
people from Ukraine. A few days after the war began, we set up a
LEG coordination office for the accommodation of war refugees.
Since then, many employees have shown great personal commit-
ment in helping displaced people from Ukraine. We have now pre-
pared and allocated 1,700 apartments for refugees in around 60
cities. The costs for the initial furnishing of 250 apartments were
financed through a special fund of LEG's "Stiftung — Dein Zuhause
hilft" (Your Home Helps Foundation). In general, it is worth taking
a look at the great work done by both of LEG's foundations, which
we describe in more detail on > page 134.

The integrity of management actions and business models -i.e.,
good corporate governance - is of crucial importance, especially
for the economic success of capital-intensive companies. This is
not just about avoiding significant legal and reputational risks,
but also about the acceptance of the company by investors,
customers and employees. For this reason, we have already had
our compliance management system regularly audited by the
Institute for Corporate Governance in the Real Estate Industry
(ICG) since 2018.
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As an indicator of good corporate governance, we aimed to
achieve a strong ESG risk rating in 2022 from the experts at the
independent sustainability agency Sustainalytics, whose rating
incorporates around 80 continuously adjusted ESG factors with a
high weighting of governance-oriented criteria. Specifically, we
had set ourselves the goal of once again achieving the lowest ESG
risk category of "Negligible" after 2021. With a further significant
improvement in our scoring, not only have we exceeded this target
but are currently number 1 among portfolio holders in the region
and number 30 out of more than 15,600 companies rated world-
wide. This impressively underlines our ambitions around sustaina-
bility, especially as this is just one of many ESG ratings we mana-
ged to improve in 2022 (for details > see page 5).

We have also expanded our own ESG governance structures. On
the one hand, the Supervisory Board formed a dedicated ESG
committee in summer 2022. On the other hand, we have establis-
hed a new ESG department with a direct reporting line to the CEO
for the optimal, company-wide bundling and management of our
sustainability measures. This once again underscores the great
importance we attach to the topic of sustainability.

Ay ﬂgmﬁéﬁ

LARS VON LACKUM

CEO

Outlook for 2023

The adjustment of the business strategy also has an impact on
the key performance indicators that LEG will use as a guide in the
future. As already described at the outset, FFO |, the most impor-
tant key figure to date, benefits from a high capitalization rate for
investments made. In times of increased financing costs, every
expenditure weighs particularly heavily. We therefore only want
to spend as much as we earn and are significantly scaling back
capital expenditure on existing assets - like other expenses.
Accordingly, LEG is linking corporate success for 2023 to AFFO,
which is independent of the level of capitalization and thus much
better reflects the earned and freely available cash flow. For 2023,
we expect AFFO to be in the range of EUR 125 to 140 million. This
represents an increase over the original expectation of EUR 110
to 125 million and is essentially driven by reduced expenditures in
the new construction sector.

As a result of the adjusted business strategy, the dividend distri-
bution for fiscal year 2023 will also be based on the new cash-
oriented key performance indicator system. The plan is to measure
the dividend payout based on two components: 100 % of the
AFFO is to be distributed on the one hand and a portion of net
proceeds from property sales on the other.

SUSANNE SCHROTER-CROSSAN
CFO Ccoo
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Boldly shaping the future with all stakeholders

When we adopted our adjusted business strategy in November
2022, we thought the headline “Cash is king” was very appropriate.
However, from a little distance it becomes clear that this title does
not fully do justice to our program. We don't just want to mitigate
the effects of the current crisis; our roadmap also includes
measures to make our LEG even more resilient, sustainable, digital
and therefore more successful. That is why we have now given the
program the title: “Tackle the crisis decisively, shape the future
boldly.”

We are pleased that you have joined us on this journey. We would
not like to end this letter without thanking you, our shareholders,
for your trust and loyalty - especially in these more difficult times.
We would also like to thank our customers, our employees, our
Supervisory Board and our business partners.

97 ‘4/

DR VOLKER WIEGEL
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Leading in the attractive affordable
housing market segment

With around 167,000 units, LEG is Germany's second-largest
housing company. 80 % of the apartments are in North Rhine-
Westphalia and 20 % of the total housing stock is rent-restricted.
With an average rent of EUR 6.33 per square meter, the focus is
exclusively on the affordable housing segment. The high demand
in this market segment combined with the offer of attractive value
for money has caused the vacancy rate in the portfolio to fall
steadily over the past few years to a current level of 2.4% (on a
like-for-like basis).

Demand for affordable housing will continue to rise in the coming
years, mainly due cost pressures resulting from higher inflation
rates, expected immigration to Germany, and the trend toward
affordable housing in an increasingly difficult economic environ-
ment. At the same time, there is clearly too little additional
housing being created in this price segment. This is because of
high construction costs — stemming particularly from the steadily
rising new building energy requirements, time-consuming and
costly building permit procedures, and sharply increased financing
costs due to higher interest rates. Delays or discontinuation of new
construction projects are the result, so that the demand overhang
in the German housing market will increase significantly in the
coming years.

Low complexity and high flexibility

LEG's focus on the affordable housing segment and its clear
regional spotlight on western and northwestern Germany posi-
tion it as one of the leading providers of affordable housing there.
LEG is thus gearing its range of products and services to a clearly
defined group of customers, so that uniform processes can be
implemented and efficiency gains realised. In addition, the focused

approach allows for bundling and deploying investments in a
targeted manner. LEG currently has only a very manageable project
pipeline in new construction, characterised by greater complexity
and a longer-term capital commitment, with a remaining volume
of less than EUR 300 million until 2026. Existing projects are being
completed but no new ones started or purchased.

This Llean, targeted setup enables LEG to respond flexibly and
quickly to external changes like the sharp rise in inflation and
interest rates while realising new business opportunities, such as
in the energy-efficient refurbishment of existing properties. For
example, LEG was the first company in the sector to publish both
a comprehensive package of measures to respond to the changed
inflation and interest rate environment and set up a company
focusing on serial renovation so it can decarbonise both its own
and third-party portfolios quickly and cost-effectively. LEG's agile
setup also allows for rapid implementation of further measures
should the external environment improve, or further innovative
ideas are identified.
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Leading the way in sustainability and innovation

LEG sees itself as a leading provider of affordable housing in
western and northwestern Germany. As such, it has a high level
of social responsibility, as housing is not just any commodity but
the tenants' home. To be able to offer corresponding product and
service quality, LEG continuously invests in its employees, which
is reflected in very high levels of employee satisfaction. At the
same time, the real estate sector is a major source of CO2 emis-
sions. As part of its ESG agenda, LEG has therefore committed
to achieving climate neutrality by 2045 and has presented a clear
path for achieving it. In 2022, LEG met its self-imposed decarbo-
nisation target.

LEG not only wants to contribute to CO2 reduction by improving
the efficiency of its own buildings but has also positioned itself
as a solution provider for the serial energy refurbishment sector,
especially via Renowate, a joint venture with the Austrian construc-
tion group Rhomberg. The aim is to use an industrial approach to
overhaul better than the traditional approach in terms of time,
cost, and quality. This not only contributes to the environment,
but also helps tenants, as lower investment means lower rent
increases while significantly reducing energy costs.

LEG has received top ratings from leading ESG ratings and initia-
tives such as MSCI (AAA), Sustainalytics (negligible risk), CDP
(B), and ISS (C).
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Just as important as progress in improving the energy efficiency
of portfolios is digitization within the real estate industry. Here,
LEG has launched Youtilly, a first-of-its-kind B2B2C digital busi-
ness model that coordinates the purchase of external services
like organic waste recovery while helping tenants interact directly
with these services. Like Renowate, LEG uses Youtilly to manage
its own portfolios, but has opened its platform to other housing
companies.

Focus on internal financing capability

LEG has responded swiftly to the new inflation and interest rate
environment by placing an even stronger fixation on creating
liquidity from operations. The adjusted focus ensures that both
the funds for investment in the portfolio and the distribution to
shareholders are covered by the cash inflow generated. Accor-
dingly, internal management has been changed from FFO | to
AFFO, and AFFO flagged as the main indicator in external repor-
ting. At the same time, proceeds from the sale of apartments
may contribute to further deleveraging of the company.

Conservative balance sheet

LEG benefits from a well-diversified and long-term financing
profile. The average interest rate on financial liabilities is 1.26 %
and the average maturity is 6.5 years. Only 11 % of financial liabili-
ties are due within the next 24 months. If LEG successfully rea-
lises property sales, the refinancing requirement can be reduced
further. The focus on AFFO as a performance indicator and its use
as a basis for dividend distributions ensures that the balance
sheet is not additionally burdened by distributions.

The share

The 2022 trading year was dominated by Russia’s
assault on Ukraine in breach of international law and
the repercussions this had, especially for Europe’s
economy. Inflation reached levels not seen for decades
in many areas of the world. The far more restrictive
monetary policy approach adopted by central banks as
aresult accelerated the trend of rising interest rates
that had already begun in 2021 and proved a tough
environment for property stocks. LEG’s share price lost
about 50 % of its value in 2022, less than the EPRA
Germany sector index, which fell by about 54 %.

Russia's assault on Ukraine in breach of international law on
24 February 2022 has taken a heavy toll on the general economy.
Sanctions on Russia that halted the import of fossil fuels - both
oil and gas - by the EU pushed up energy prices significantly. This
was exacerbated by supply chain problems, primarily due to
China’s zero-Covid policy and considerable limitations on the
availability of materials. In connection with central banks’ many
years of expansive monetary policy, inflation - that had already
been rising since mid-2021 - reached levels not seen for decades.
For example, in 2022 inflation averaged 7.9 % in Germany (pea-
king at 10.4 % in October) and 8.1 % in the US (peaking at 9.1%
in June). Around the world, central banks took steps to counter
this development and hiked interest rates considerably. This
change in central bank policy is reflected in higher interest rates,
with yields on ten-year German government bonds rising from
-0.18% to 2.57 % in 2022. The DAX reached an all-time high of
16,272 points on 5 January 2022. It then declined, reaching its
lowest level for the year of 11,976 points on 29 September 2022,
before recovering to 13,924 points on 31 December 2022.
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The DAX thus lost 12 % over the year. The MSCI World fell by
19 % year on year, the German sector index for property stocks
(EPRA Germany) by 54 %.

LEG share price outperforms EPRA Germany
benchmark index

2022 presented an extremely challenging environment for
property stocks on account of rising interest rates, the potential
reversal of the long-standing trend of rising property prices as
a result, worries about the affordability of housing in light of the
sharp increase in energy costs and cost increases in almost all
other areas. LEG's good operating performance in 2022 took
a back seat in this context. After closing at EUR 122.70 on
31 December 2021, the LEG share price declined to EUR 60.86
at the end of 2022, losing about 50 % of its value. Taking account
of the dividend of EUR 4.07, the loss came to 47 %.

The share bottomed out in October at about EUR 54 on account
of very high inflation figures and the expectation that interest
rates would be increased sharply as a result. As stock markets
recovered thanks to declining, albeit still high, inflation and lower
interest rates, LEG's share also made some gains. Over the year as
a whole, LEG's share price outperformed the benchmark index for
German property stocks (EPRA Germany).

As in previous years, LEG shareholders were again able to choose
between a stock dividend and a cash dividend in 2022. For appro-
ximately 38 % of shares (previous year: 32 %), investors opted to
take the dividend in stocks.
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Return to more direct
investor contact

Even in difficult times, and indeed particularly in these times,
capital market communication is a top priority for LEG. Interest
in the LEG share among national and international investors
remained high given the challenges faced by capital markets. LEG
held roadshows or took part in investor conferences on 31 days.
After being held almost exclusively virtually in 2020 and 2021,
LEG increasingly returned to in-person events in 2022. It also

Share performance indicators

conducted numerous conversations with investors outside these
events. At the end of September, LEG invited investors and ana-
lysts to Dusseldorf to discuss questions and introduce them to
Renowate's serial modernisation project in Ménchengladbach.

While the pandemic situation finally meant that it was possible to
hold the Annual General Meeting in person again, for reasons of
planning certainty LEG opted for a virtual format. The entire event
was streamed on 19 May 2022 on a portal set up for this purpose
and accessible only to shareholders.

Ticker symbol LEG

German Securities Code Number (WKN) LEG111

ISIN DEOOOLEG1110
Number of shares (31 December 2022) 74,109,276

Initial listing

1 February 2013

Market segment

Prime Standard

Indices

MDAX , FTSE EPRA/NAREIT, GPR Indizes, Stoxx® Europe 600, S&P EUROPE 350,
GPR IPCM LFFS Sustainable GRES Index, DAX 50 ESG, MSCI Europe ex UK,
MSCI World ex USA, MSCI World Custom ESG Climate Series

Closing price (31 December 2022)

EUR 60.86

Market capitalisation (31 December 2022)

EUR 4,510 million

Free float (31 December 2022) 100%
Weighting in the MDAX (31 December 2022) 3.10%
Weighting in the EPRA Europe (31 December 2022) 2.61%
Average single-day trading volume (2022) 216,240 shares
Highest price (3 January 2022) EUR 122.05
Lowest price (13 October 2022) EUR 53.62
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On the sell-side, 18 analysts from renowned research compa-
nies currently value the shares. A current overview of analysts’
recommendations and price targets can be found at I https://
ir.leg-se.com/en/investor-relations/share Analysts' average price target
was EUR 83.50 on 22 February 2023, with predominantly positive
recommendations.

Shareholder structure (in %)

8

\ ® BlackRock, Inc. 9.5

a ® BNP Paribas

® MFS 10.5

Asset Management 3.2
Cohen & Steers 3.2
Flossbach von Storch 2.9
Other free float 70.9

Anchor shareholders’ shareholdings were extremely stable in
2022. Cohen & Steers, a property specialist, became the latest
shareholder to exceed the 3% mark.


http://www.leg-wohnen.de/unternehmen/investor-relations/aktie/analystenempfehlung/
https://ir.leg-se.com/en/investor-relations/share
https://ir.leg-se.com/en/investor-relations/share
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Company strategy adapted to account for
the new market environment

Responding to the substantial changes in market conditions, LEG
was one of the first companies in the sector to announce it was
adjusting its business model when it published its nine-month
figures. Primarily, this steps up the focus on generating liquidity to
strengthen the balance sheet and mitigating rising costs, chiefly
due to the changes in interest rates. While these unfavourable

Share price development (Share Price 2021 indexed to 100)

market conditions remain, LEG will not initiate any new construc-
tion projects or make any more purchases. Instead, it will reduce
its portfolio and distribute dividends according to the market
environment. The response to this change was largely supportive,
although as expected feedback varied regarding the dividend
reduction discussed. While very dividend-focused investors sold
the share, other investors clearly supported cancelling the divi-
dend entirely.
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Largest bond issue in company history
in good interest environment

As early as January 2022 LEG took advantage of the still good
market environment to conclude the largest bond placement in
the company's history. It had a volume of EUR 1.5 billion and was
divided into three EUR 500 million tranches. The bonds mature
in four, seven and 12 years respectively and have coupons of
0.375%, 0.875% and 1.5% p.a. Investor demand was very high,
with commitments of EUR 5.5 billion. The primary purpose of the
bonds was to refinance a bridge loan concluded shortly before
for the purchase of a residential portfolio of 15,400 residential
units acquired at the end of 2021. LEG thus secured a major finan-
cing volume at attractive conditions before the rise in interest rates.

100
80-
60-
40+
20
Q1 Q2 Q3 Q4
03.01.2022 03.01.2022 13.10.2022 31.12.2022
Open Hight Low? Close
122.20 122.05 53.62 60.86
= LEG EPRA Germany MDAX

1 Based on Xetra's daily closing prices
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EPRA key figures

With more than 280 members, including LEG
Immobilien SE, EPRA (European Public Real Estate
Association) represents the listed real estate
industry in Europe. EPRA strives to establish best
practices to provide high-quality information to
investors.

Financial key figures

Transparent and fair reporting form the basis for LEG's communi-
cations with the capital market. In light of this, LEG also actively
supports the initiative of the sector association of EPRA to harmo-
nise key financial figures. The table below provides an overview of
the key figures in accordance with EPRA's Best Practice Recom-
mendations. Further information can be found in the management
report of this annual report. For a definition of the key figures
please see the > glossary of this annual report.

T3
-
EPRA key figures

2022 2021 Details
EPRA Net Initial Yield % 3.6 3.2 See page 57
EPRA ,topped-up” Net Initial Yield % 3.6 3.3 See page 57
EPRA Cost Ratio incl. direct vacancy costs % 24.7 24.5 See page 56
EPRA Cost Ratio excl. direct vacancy costs % 23.0 22.8 See page 56
EPRA Cost Ratio, adjusted by maintenance
incl. direct vacancy costs % 17.6 149 See page 56
EPRA Cost Ratio, adjusted by maintenance
excl. direct vacancy costs % 15.8 13.2 See page 56
EPRA Vacancy (like-for-like) % 2.4 2.6 See page 54
EPRA Earnings per share € 0.21 2.82 See page 196
EPRA Capex € million 689.4 2,790.1 See page 55
EPRA NRV € million 13,338.3 13,164.6 See page 63
EPRA NRV per share € 179.98 172.51 See page 63
EPRA NTA € million 11,377.2 11,261.5 See page 63
EPRA NTA per share € 153.52 147.58 See page 63
EPRA NDV € million 9,654.3 8,842.0 See page 63
EPRA NDV per share € 130.27 115.87 See page 63
EPRA LTV (group) % 45.3 - See page 64
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Sustainability

For sustainability reporting according to EPRA sBPR please see
our website.


https://www.leg-wohnen.de/en/corporation/sustainability
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G3

LEG locations by market segment

TOTAL PORTFOLIO
(~167,000 UNITS)

North Rhine-
Westphalia
~133,600

T

W High-growth markets
[ Stable markets
M Higher-yielding markets
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At the end of 2022, LEG's portfolio comprised of
167,040 residential units spread across around 260
sites. 80 % of the apartments are in the home market
of North Rhine-Westphalia and 13 % in Lower Saxony.
Other portfolios exist in Bremen, Schleswig-Holstein,
Hesse, Rhineland-Palatinate, Baden-Wurttemberg
and eastern Germany. LEG also holds a 36 % stake in
Brack Capital Properties, which also focuses on North
Rhine-Westphalia. The portfolio also includes 1,611
commercial units and 46,636 parking spaces. Based on
an average apartment size of 63 square metre and a
basic rent of EUR 6.33 per square metre, the monthly
rent is around EUR 400.

LEG's systematic scoring divides the portfolio into three over-
arching clusters: high growth, stable, and higher yielding markets.
The scoring is based on external market studies and comparisons
of demographic and economic factors, enriched by real estate
parameters such as rents and vacancy rates.

High-growth markets are characterised by demographically and
economically strong locations with above-average rental growth
expectations and low vacancy rates. Stable markets are more
heterogeneous than high-growth markets in terms of their demo-
graphic and socio-economic development, and their residen-
tial attractiveness is solid to high on average. Higher yielding
markets are generally subject to a greater risk of declines in
demand but offer opportunities for attractive returns with efficient
management.
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Operating Performance

As of December 31, 2022, the actual rent in the residential port-
folio was EUR 6.33 per square metre. This corresponds to an
increase of 3.2% compared with the actual rent of EUR 6.13 per
square metre as of the previous year's reporting date. On a like-for-
like basis, the actual rent was EUR 6.32 per square metre, up 3.1%
from the prior year's level of EUR 6.13 per square metre.

In the free financed portfolio, which accounts for 80 % of the port-
folio, the actual like-for-like rent rose by 3.7 % to EUR 6.68 per
square metre (past year: EUR 6.44 per square metre). All three
market segments contributed to this increase: in the high-growth
markets, the rise in actual rents was 3.6 % and amounted to
EUR 7.63 per square metre (like-for-like). In the stable markets and
in the higher-yielding markets, the rent level rose by 3.8 % in each
case to EUR 6.42 and EUR 6.06 per square metre (like-for-like),
respectively.

The rent level for rent-restricted apartments was EUR 5.05 per
square metre (like-for-like) as of December 31, 2022, an increase
of 0.3%. Only in 2023 will there be an adjustment of the actual
rent for most price-controlled properties pursuant to the second
Calculation Ordinance (Il. BV). This is possible every three years.

The EPRA vacancy rate developed as follows (all numbers on
a like-for-like basis): for the total portfolio the vacancy rate as
of December 31 was 2.4 %, which is below the 2021 level of
2.6 %. Adjusted for the Adler Group portfolio to be transferred
on December 31, 2021, the EPRA vacancy rate decreased from
2.3% to 1.9 %. With an occupancy rate of 98.3 %, the portfolios in
the high-growth markets were almost fully rented at the end of
2022 (previous year: 98.1%). In the stable markets, the occupancy
rate reached 97.8 % compared with 97.6 % in the previous year,
while in the higher-yielding markets an occupancy rate of 96.1%
was achieved (past year: 96.2%). The annualized fluctuation rate
increased slightly from 8.1% to 8.7 %. Thus, it continues to be at a
low level.

Value Development

>Table T6 shows the distribution of assets by market segment.
The rental yield of the residential portfolio based on annualized
actual rents is 4.2 %. This corresponds to a rent factor of 23.9x.
The valuation of the residential portfolio corresponds to an initial
net yield as defined by EPRA (Net Initial Yield) of 3.6 %.
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Investment Activity

The primary goal of the investments in 2022 was to reduce the
specific CO2 emissions of our portfolio by continuing the moderni-
sation programme. The modernisations concerned 4,548 units or
2.7 % of the total portfolio (2022) and resulted in a saving of
4,028 tonnes of CO2 emissions. Total investments in the portfolio,
adjusted for new construction activities managed by LEG, public
safety measures in connection with portfolio acquisitions and
own work capitalised, amounted to EUR 439.2 million in the 2022
financial year. This corresponds to an increase of EUR 32.4 million or
8.0 % compared to the previous year. The share of value-enhancing
and thus capitalisable measures was around 75.2 % (previous year
73.4%). The average investment per sqm of living and usable space
was around 2 EUR lower than in the previous year and amounted
to around EUR 40.61 in 2022.

Major maintenance and modernisation projects were realised in
Ménchengladbach with EUR 23 million, Dortmund with EUR 18
million, Essen with EUR 17 million, Minster and Cologne with
EUR 12 million each and Wolfsburg with EUR 10 million. The main
focus of investment activities was the installation of thermal
insulation composite systems on the exterior walls, roof renova-
tions in connection with floor slab insulation and the renovation
or construction of new balconies.
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Portfolio segments — top 5 locations

31.12.2022 31.12.2021 Change on a
like-for-like basis
Number Share of Living space In-place rent EPRA Number Share of Living space  In-place rent EPRA In-placerent  Vacancy rate
of LEG LEG-portfolio vacancy rate of LEG  LEG-portfolio vacancy rate (basis points)
apartments apartments
in%
in% in sqm €/sqm in% in% in sqm €/sqm in% like-for-like like-for-like
High-growth markets 49,733 29.8 3,273,142 7.10 2.2 49,227 29.6 3,237,319 6.89 2.1 3.0 -20
District of Mettmann 8,506 51 590,850 7.49 0.9 8,523 51 592,007 7.25 15 3.4 -60
Miinster 6,157 3.7 410,518 7.06 0.6 6,197 3.7 412,075 6.90 0.9 2.4 -10
Dusseldorf 5,867 35 383,796 8.46 1.5 5,705 3.4 371,824 8.19 12 2.8 -30
Cologne 4,284 2.6 290,514 7.77 3.7 4,235 2.5 286,809 7.51 2.1 3.1 30
Aachen 2,430 1.5 164,255 553 1.8 2,431 15 164,313 5.41 2.6 2.3 -80
Other locations 22,489 i35 1,433,209 6.63 32 22,136 13.3 1,410,292 6.43 3.0 3.0 -10
66,840 40.0 4,260,496 6.08 2.7 66,420 40.0 4,234,615 5.90 2.6 31 -20
Dortmund 13,860 8.3 905,367 5.80 1.9 13,752 8.3 898,960 5.69 2.2 19 -30
District of Unna 6,916 4.1 430,282 5.49 17 6,809 4.1 424,264 5.35 25 2.5 -70
Ménchengladbach 6,433 319 407,619 6.47 %3 6,440 3.9 408,077 6.26 14 3.4 -10
Essen 3,558 2.1 228,768 6.17 31 3,447 2.1 222,756 5.85 3.6 4.9 -50
Bielefeld & 25 19 201,070 6.95 12 3,234 19 201,168 6.59 2.0 54 -70
Other locations 32,840 19.7 2,087,390 6.16 3.6 32,738 19.7 2,079,389 5.97 29 3.2 -10
Higher yielding markets 50,467 30.2 3,047,926 5.82 4.1 50,542 30.4 3,054,764 5.63 4.0 3.3 10
District of Recklinghausen 9,027 5.4 549,049 5.61 2.4 9,029 54 549,303 5.49 2.6 2.2 -20
Gelsenkirchen 7,250 4.3 414,682 5.96 6.8 7,252 4.4 414,360 5.75 7.2 3.5 -50
Wilhelmshaven 6,854 4.1 397,118 5.75 8.7 6,858 4.1 397,657 5.62 6.4 2.3 220
Duisburg 6,424 3.8 388,188 6.34 2.2 6,327 3.8 382,844 6.05 2.8 4.9 -50
Hamm 4,836 2.9 289,581 5.79 19 4,818 2.9 288,365 5.60 2.0 35 -10
Other locations 16,076 9.6 1,009,308 5.72 3.4 16,258 9.8 1,022,236 5.53 3.6 3.5 -20

Total 167,040 100.0 10,581,565 6.33 29 166,189 100.0 10,526,699 6.13 2.8 31 -20
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Performance des LEG-Portfolios

High-growth markets Stable markets Higher yielding markets Total

31.12.2022 31.12.2021 31.12.2022 31.12.2021 31.12.2022 31.12.2021 31.12.2022 31.12.2021

Subsidised residential units

Units 11,459 11,916 14,609 15,888 7,221 8,082 33,289 35,886
Area sqm 784,010 814,490 987,556 1,077,493 475,788 530,412 2,247,355 2,422,395
In-place rent €/sqm 542 5.38 4.97 4.93 4.60 4.57 5.05 5.00
EPRA vacancy rate % 0.9 11 14 21 1.6 17 12 17

Free-financed residential units

Units 38,274 37,311 52,231 50,532 43,246 42,460 133,751 130,303
Area sgqm 2,489,132 2,422,828 3,272,940 3,157,123 2,572,138 2,524,352 8,334,210 8,104,303
In-place rent €/sqm 7.64 7.40 6.42 6.23 6.06 5.87 6.68 6.47
EPRA vacancy rate % 2.5 2.3 3.0 2.7 4.5 4.4 3.2 3.0

Total residential units

Units 49,733 49,227 66,840 66,420 50,467 50,542 167,040 166,189
Area sgm 3,273,142 3,237,319 4,260,496 4,234,615 3,047,926 3,054,764 10,581,565 10,526,699
In-place rent €/sqm 7.10 6.89 6.08 5.90 5.82 5.63 6.33 6.13
EPRA vacancy rate % 2.2 21 27 2.6 4.1 4.0 2.9 2.8

Total commercial

Units 1,611 1,576
Area sgm 276,127 254,164
Total parking

Units 46,636 45,438
Total other

Units 2,920 3,123
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Portfolio
T6
-
Market segments

Residential Residential Share residential Value/sqm In-place rent Commercial/ Total

units assets assets multiplier other assets assets

31.12.2022 in € million’ in% in€ in € million? in € million
High-growth markets 49,733 8,203 43 2,508 29.6x 337 8,540
District of Mettmann 8,506 1,595 8 2,701 29.9x 72 1,667
Miinster 6,157 1,137 6 2,760 32.4x 62 1,199
Dusseldorf 5,867 1,301 7 3,352 33.3x 70 1,371
Cologne 4,284 884 5 3,025 33.5x 31 915
Aachen 2,430 303 2 1,829 28.2x 6 309
Other locations 22,489 2,984 16 2,097 26.6x 95 3,079
Stable markets 66,840 7,000 37 1,639 22.6x 219 7,218
Dortmund 13,860 1,566 8 1,723 24.9x 57 1,623
District of Unna 6,916 552 3 1,291 19.7x 23 575
Ménchengladbach 6,433 726 4 1,777 22.2x 16 742
Essen 3,558 375 2 1,628 22.4x 15 390
Bielefeld 3,233 403 2 1,995 23.7x 12 415
Other locations 32,840 3,376 18 1,613 22.1x 97 3,473
Higher yielding markets 50,467 3,740 20 1,227 18.1x 97 3,837
District of Recklinghausen 9,027 688 4 1,242 18.8x 20 708
Gelsenkirchen 7,250 475 3 1,137 17.0x 9 484
Wilhelmshaven 6,854 472 2 1,187 18.5x 9 481
Duisburg 6,424 574 3 1,483 19.7x 30 604
Hamm 4,836 359 2 1,237 17.5x 5 365
Other locations 16,076 1,172 [ 1,169 17.4x 24 1,196
Total portfolio 167,040 18,943 100 1,789 23.9x 653 19,595
Leasehold and land values 286
Balance sheet property valuation assets (IAS 40) 19,881
Prepayments for investment properties and construction costs 61
Assets under construction (IAS 40) 324
Inventories (IAS 2) 0
Owner-occupied property (IAS 16) 86
Assets held for sale (IFRS 5) 36
Total balance sheet 20,388

" Excluding 479 residential units in commercial buildings; including 777 commercial units as well as several other units in mixed residential assets.

2 Excluding 777 commercial units in mixed residential assets; including 479 residential units in commercial buildings, commercial, parking, other assets.
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Report of the Supervisory Board

MICHAEL ZIMMER
Chairman of the Supervisory Board

Dear Shareholders,

The expectation and hope of returning to normalcy after the
coronavirus pandemic were dashed on February 24, 2022, by
Russia's invasion of Ukraine, in violation of international law.
This war has caused immeasurable human suffering and brought
global geopolitical and economic repercussions that are felt by
everyone.

LEG took immediate action and set up its own coordination office
for the accommodation of refugees as early as February 2022,
and also wrote to all the larger local municipalities. Since then,
the staff has shown great personal commitment in taking care of
refugees from Ukraine. By the end of 2022, LEG has now been

able to allocate around 1,700 apartments to refugees in around
60 cities. The costs of furnishing and equipping the apartments
were partly financed by a special fund from LEG's own “Dein
Zuhause hilft” (Your home helps) foundation.

The war in Ukraine, high inflation, rising interest rates and the sanc-
tioning of Russian energy supplies are having a significant impact
on LEG's business. Rising interest rates and the subsequent fall
in share prices are making it more difficult to raise both debt
and equity capital, especially in the capital-intensive real estate
sector. Unclear subsidy conditions for construction measures and
increasing climate regulations present the sector with additional
challenges. As a result, investors are adopting a wait-and-see
approach, resulting in transaction markets largely grinding to a
halt by the end of 2022. Ultimately, this has put pressure on real
estate valuations, which in turn willimpact the leverage of all mar-
ket participants in the sector.

LEG's guidance for 2022 was adjusted in November 2022 due to
this accumulation of risk: The expected range for FFO | for the full
year was adjusted from the previous EUR 475 to 490 million to
475 to EUR 485 million.

Regarding the dividend proposal for the year under review, the
Executive Board and Supervisory Board simultaneously decided to
make the previously planned payout ratio of 70% on FFO | sub-
ject to further market developments and to adjust it if necessary.
The focus is on strengthening the company's substance and con-
centrating on LEG's core business, namely the optimal manage-
ment of residential properties.

Adjustments to the business strategy were also required. The
key financial performance indicators have developed positively
throughout 2022; however, due to the long-term nature of the
business, they do not yet fully reflect the impact of the current
market situation. It is therefore important to the Executive Board
and Supervisory Board to initiate targeted measures at an early
stage by fully focusing attention on LEG's core business of managing
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residential real estate and thereby further strengthening LEG's
future viability. This approach is because the “affordable housing”
business model is more viable than ever in times of crisis. Demand
for LEG's product continues to grow significantly; the low vacancy
rate of 2.4 % reflects this excess demand and the operational
excellence LEG has achieved. Further optimization of the core
business remains the company's main task.

To enable this optimisation even under the difficult financial
market conditions, the Executive Board and Supervisory Board
have decided to manage LEG in the future using liquidity ratios —
particularly AFFO, instead of focusing on FFO | as in the past — and
introduce further targeted measures to increase capital efficiency.
The motto is: increase income, reduce costs, drive innovation
and continue to pursue the climate protection goals of society
unchanged.

In detail, this means:

Strengthening the operating business

LEG anticipates rent increases of 3.3-3.7 % in 2023. Capital
expenditure, which has increased sharply in previous years, will
be reduced from EUR 42 per square metre in fiscal year 2022 to
EUR 35 per square metre in fiscal year 2023. This will continue to
ensure the preservation of the substance and further qualitative
improvement - especially upgrading the energy quality - of the
properties. In fiscal year 2022, capital expenditures were already
reduced during the year from the originally planned EUR 46 to
48 per square metre to the above-mentioned EUR 42 per square
metre. The new approach demands new thinking and ensures an
even greater focus on efficiency in the spending of investment
funds. In addition, cost reductions of over EUR 10 million are
planned in material and personnel expenses.



25

TO THE SHAREHOLDERS
Report of the Supervisory Board

LEG acts as net seller

No further purchases have been made since the beginning of
October. In addition, the marketing of more than 5,000 apart-
ments that no longer fit LEG's portfolio is underway. As a result,
the company is well positioned to benefit from rising transaction
markets.

Non-exercise of the BCP call option

In consultation with the Supervisory Board, the Executive Board
has refrained from acquiring a majority interest in Brack Capital
Properties N.V. against the background of the changed geopo-
litical and capital market environment. The non-exercise of a
corresponding call option was resolved in August 2022 and pub-
lished immediately.

Discontinuation of the new construction business

The new construction business will be discontinued after comple-
tion of projects already started. The sale of part of the new con-
struction portfolio to third-party investors is being driven forward.
This is due exclusively to the current market situation, as new
construction for the “affordable housing” segment will no longer
be feasible in the future in view of increased construction costs,
higher energy requirements, lower subsidy rates, and higher inte-
rest expenses.

Boldly driving innovation

LEG continues to focus on driving forward new, promising ideas
and partnerships with as little capital investment as possible. In
2022, LEG can already point to significant successes. One
example is Renowate, the problem-solver for serial refurbishment
that LEG founded together with the Austrian company Rhomberg.
In the year under review, the young company not only completed
its first project in a LEG neighborhood but has already won an
external housing company as a customer. The digital business
model Youtilly, a tender platform for property maintenance that
brings together housing companies, service providers and tenants,
is also smart, agile, and requires little capital. LEG will continue to
develop and implement similar innovative project ideas in the
future.

LEG continues to rely on the heightened cost awareness of its
employees, which has already proven its worth in day-to-day busi-
ness. Numerous promising impulses are coming from both the
operating and central units, which the company is pursuing
further. LEG is proud to have such committed employees.

Focus on political cooperation

LEG's Executive Board is well networked at all political levels.
The Executive Board positions LEG on key political issues of fun-
damental importance to the industry. LEG's key demands relate
to an improved investment and subsidy climate for the energy-
efficient refurbishment of housing stock, an appropriate reduction
in building standards and bureaucracy, the strengthening of the
energy transition in the housing industry, and the dismantling of
rent regulations as well as interference in free price formation.
This is the only way to ensure that sufficient capital is available in
the real estate sector to meet the challenges ahead - especially
the creation of new housing and the energy-efficient refurbish-
ment of existing buildings.

Review 2022

In 2022, the Supervisory Board devoted considerable attention
to discussions on the future strategic business alignment. In addi-
tion, it is equally important for the Supervisory Board to discuss
how to tackle the main day-to-day business challenge. Among
other things, the operating business was characterized by the
integration of the portfolios of around 15,000 units acquired at
the end of 2021.

A look at the key performance indicators, such as the develop-
ment of the net cold rent or the occupancy rate, shows that the
optimization of the core business continues to progress very suc-
cessfully. The actual rent on a like-for-like (l-f-l) basis increased
by 3.1% to an average of EUR 6.32 per square metre in the 2022
reporting period. The target for 2022 was 3.0 %.
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LEG has continued to work on improving customer satisfaction,
which has increased significantly from 53.8 % at the beginning
of the measurements in 2020 to 59.2 % in 2022. The increase in
operational indicators and the improvement in the customer
satisfaction index reflect the good performance of LEG emplo-
yees and their high level of identification with the company.

Climate protection and sustainability, as well as the implemen-
tation of sustainability goals, are deeply anchored in LEG's day-to-
day business. Accordingly, ESG targets are an integral part of the
variable target agreements of the Executive Board and manage-
ment teams. In line with previous years, ambitious non-financial
targets have been agreed for the environment (Environmental),
social affairs (Social), and corporate governance (Governance).

By implementing an ESG Committee of the Supervisory Board in
May 2022, the importance of sustainability and climate protec-
tion for LEG will also be further emphasized and firmly anchored
in the Supervisory Board.

In summary, despite the difficult underlying conditions LEG
successfully generated its forecasted profit for 2022.

2022 continues to stand for financial stability

In 2022, financial stability was more important than ever for LEG.
Thanks to the company's long-standing solid financing policy and
an LTV of 43.9%, LEG can hold its own well in the current market
situation. In 2022, for example, financing with a volume of appro-
ximately EUR 1.91 billion was concluded, with a median total
term of 7.3 years and an average interest rate of 1.05%. Of this,
EUR 1.5 billion was placed in three bonds. The bonds have matu-
rities of four, seven and twelve years and interest rates of 0.38 %,
0.88 % and 1.5 %, respectively . The funds were used for refinan-
cing, external growth, and general corporate purposes. The
increase in the liquidity reserve was secured with the conclusion
of a syndicated working capital line with a volume of EUR 600
million.
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Even in these times characterized by great uncertainty, the capi-
tal market continues to provide LEG with trust and constructive
support.

Considering the stock market in 2022, it should be noted that our
better share price performance compared to peers shows that
LEG has taken the right path with the strategy adjustment and the
switch to AFFO. LEG explained to investors and analysts all key
aspects affecting LEG's business model due to the current market
situation in the Q3/2022 earnings call. The feedback on this ear-
nings call was generally constructive and appreciative. The capital
market appreciates LEG's transparent and realistic analysis of the
impact of the changed environment on the housing industry. Ana-
lyst reports positively highlight LEG's consistently conservative
business approach, its early response to the changed market
environment, and its consistent focus on liquidity management.

Sustainability and implementation of LEG's ESG goals

LEG's stated goal is to drive forward the reduction of LEG's energy
consumption and fully decarbonize LEG by 2045. In line with the
Paris Agreement, the German Climate Protection Act sets an over-
all budget of further CO2 emissions with sub-targets for 2030,
2040, and 2045. LEG will contribute to this by pursuing its climate
path. To achieve its targets, LEG will need to invest in modernizing
the building envelope on the one hand and in further electrifying
heat generation on the other, such as by using heat pumps or
connecting to local and district heating networks. This means that
LEG will have to invest a great deal of capital in order to achieve
the 2030 sub-target.

In view of the current capital market situation, the company will
also increasingly focus on less capital-intensive CO2 reduction
measures, like initiatives to change the consumption behavior of
residents (so-called nudging) or cost-optimized modernization
by LEG subsidiary Renowate. LEG invests and works on intelligent
instead of capital-intensive solutions for CO2 reduction. LEG can
already demonstrate convincing implementation successes in
this area and has positioned itself as an industry pioneer.

LEG's ESG strategy and the associated achievement of our climate
targets are of particular importance to the Executive Board and
Supervisory Board. This is reflected not only in the ESG elements
of the variable short and long-term target agreements, but also in
the implementation of the ESG Committee of LEG's Supervisory
Board and the creation of internal structures for achieving ESG
targets in the Group.

The Executive Board achieved 84 % of its planned targets for
2022.

For fiscal year 2023, the Executive Board and Supervisory Board
have again agreed on individual and clearly measurable short-
term objectives (STI) for all three attributes of sustainability E, S,
and G. These STls include:

Environmental target is to save 4,000 metric tons of carbon dioxide
(CO2) again in 2023. The effects of all modernization measures
to increase energy efficiency completed in 2023 will be counted
towards the target in relation to the portfolio included in the
Annual Report as of December 31, 2022, as well as the effects of
changes in customer behavior.

Social's goal is to resolve tenant inquiries regarding outstanding
receivables within an average processing time of 13 calendar
days. Against the backdrop of the expected dramatic increase in
customer concerns due to the considerable rise in extra service
charge claims resulting from particularly high energy prices, a
meaningful boost in processing efficiency is required.

Governance's objective is to achieve high compliance training
completion rates of 99 % for all employees at Group companies,
except for the LEG Nord FM, Biomasse Heizkraftwerk KG and TSP
- TechnikServicePlus GmbH subsidiaries, where the target is 85 %.
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Intensive cooperation between the Board of Management and
the Supervisory Board: Overcoming challenges together
Elections to the Supervisory Board took place at the virtual Annual
General Meeting on May 19, 2022. For reasons of age, Stefan
Jitte and Dr Johannes Ludewig were no longer available for
election. The Annual General Meeting approved a reduction in the
size of the Board to six members. The members standing for
re-election were confirmed in office by a large majority. Dr Katrin
Suder was elected to the Supervisory Board for the first time.

The election proposals of the Supervisory Board were based on
the motion of the Nomination Committee. They considered the
objectives resolved by the Supervisory Board for its composition
and fulfill the competence profile drawn up by the Supervisory
Board. The targets set by the Supervisory Board for its composi-
tion as well as the competency profile drawn up for the entire
body also implement their diversity concept pursuant to Section
289f (2) No. 6 of the German Commercial Code (HGB).

The newly elected Supervisory Board re-elected Michael Zimmer
as its Chairman and Dr Claus Nolting as its Deputy Chairman for
the first time. The Supervisory Board committees were filled con-
sidering the professional qualifications of the Supervisory Board
members. In addition, the new ESG Committee was appointed.

For the Executive Board and Supervisory Board, the focus of their
actions is on their personal responsibility to steer the company
through these challenging times. This is because the Ukraine and
energy crises, historically high inflation and rising interest rates
are also presenting LEG with new challenges - despite the conti-
nued high demand for its “affordable housing” product. This rela-
tes in particular to increased financing costs. In many meetings
and strategy sessions, the Executive Board and Supervisory Board
have continuously addressed the challenges currently facing
the residential real estate sector and LEG. Among other things,
the Supervisory Board discussed the strategic classification of
the overall situation with geopolitical experts and economists
from international investment banks to determine appropriate
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measures for LEG. For example, the Supervisory Board and the
Executive Board held intensive discussions on adjusting the
management of the Group to a cash-oriented performance indi-
cator, the AFFO. For 2023, the Executive Board has therefore
decided, with the approval of the Supervisory Board, to focus the
business strategy on the highest possible capital efficiency to
ensure the best possible use of freely available cash flow for
business operations.

The Supervisory Board has thus made a consequential decision to
adjust the financial STI performance indicators of the Executive
Board's compensation system to the new cash-oriented manage-
ment of the Company; among other things, the interest on FFO |
per share is to be replaced by AFFO per share. A proposal to this
effect will be presented at the Annual General Meeting.

The Executive Board always ensured that the Supervisory Board
not only had the necessary high level of transparency regarding
all major strategic developments, but also actively sought the
involvement of the Supervisory Board. As in previous years, the
Supervisory Board was actively involved in the strategy develop-
ment process. In view of the major challenges that have arisen,
this essential function of the Supervisory Board took on a comple-
tely different, special meaning in fiscal year 2022.

The Supervisory Board was always able to satisfy itself that the
work of the Executive Board was lawful, expedient, and proper.
LEG stands for a solidarity-based, responsible, strong and forward-
looking company that is very well positioned even in a difficult
market environment.

LEG: Fit for the Future

Especially in these challenging times, LEG can rely on the com-
mitment of its employees. The outstanding performance is based
on exemplary team spirit, a high level of commitment and great
loyalty from the employees. Their high level of loyalty and identi-
fication with LEG was confirmed by the results of the “Great Place
to Work" survey of employees with an outstand-ing “Trust Index”
rating. Compared with the results of the last survey two years
ago, the Trust Index has once again improved significantly from
66 % to 73 %. Without the valuable efforts of our employees,
fiscal year 2022 would not have been so successful: They stand
by LEG - even in difficult times.

The Supervisory Board would like to thank the employees for their
commitment, motivation and performance in 2022.

The Annual General Meeting in 2022 was once again held as a
virtual meeting for the sake of caring for our shareholders, while
respecting and safeguarding their rights. In line with LEG's usual
practice, every shareholder question submitted was answered in
detail. In 2022, many shareholders again took advantage of the
stock dividend offered, creating 1,269,651 new shares. The Super-
visory Board and Board of Management are particularly pleased
about this proof of allegiance to LEG.

The successful committee logistics established over many years
and the efficient committee meetings of recent years were con-
tinued in the reporting year. The trusting cooperation between
the Executive Board and the Supervisory Board is the basis of the
Supervisory Board's work. This cooperation continues to be cha-
racterized by a comprehensive and continuous exchange of infor-
mation on strategic, economic and financial matters as well as on
current business developments. In addition to the regular meetings
prescribed by the Articles of Association, the boards discussed
LEG's extensive range of topics and transactions in extraordinary
board meetings, video or telephone conferences as required.
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Irrespective of how the meetings were conducted, the Board of
Management was always supported and monitored by the Super-
visory Board. Excused absences from board meetings continue to
be isolated cases.

Efficient committee work is based on intensive preparation of the
committee meetings and other meetings of the Supervisory Board
and its committees by the Company. At the meetings, the Execu-
tive Board provides supplementary reports on key issues. The
meetings are planned in such a way that there is always sufficient
time for detailed discussions. It should also be noted that the
Executive Board has always fulfilled its duties to provide informa-
tion in an appropriately detailed and timely manner.

Four regular and two required extraordinary Supervisory Board
meetings were held in the 2022 fiscal year. The Executive Board
generally attends the meetings. If necessary, such as when person-
nel matters directly affecting the Executive Board are discussed,
the Supervisory Board meets without the Executive Board. Accor-
dingly, in the reporting year the Supervisory Board, the Executive
Committee and the Risk and Audit Committee met and adopted
resolutions on individual agenda items without the presence of
the Executive Board.

Along with the Supervisory Board and the Executive Board, the
participation of in-house experts such as the Head of Accounting
& Tax or the General Counsel is standard practice. In the specialist
discussions, the Supervisory Board gains a deeper understanding
of the specialist topics presented through presentations by the
Company's executives. Where necessary, the Supervisory Board
has also invited external informants to the committee meetings.
One example - in addition to the mandatory attendance of the
auditor at the meeting to approve the annual financial statements
- is the participation of the real estate appraiser CBRE. The Super-
visory Board is also advised, where necessary, by a specially man-
dated law firm.
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In 2022, the Supervisory Board updated its competence profile.
This was done with a view to the new version of the German Cor-
porate Governance Code 2022 (DCGK), with a view to the current
composition of the Supervisory Board and the expectations of the
capital market regarding the development and implementation
of ESG criteria by listed companies.

The competence matrix below shows that the Supervisory Board
is professionally structured. Every member of the Supervisory
Board demonstrably possesses the knowledge, skills and special
experience required to properly perform their duties. Each indivi-
dual Supervisory Board member has special competencies which

Competence profile

they make available to the Company with great motivation and
commitment in the performance of their duties. The 2022 Annual
General Meeting elected Dr Katrin Suder as a member of the
Supervisory Board for the first time on May 19, 2022. Dr Katrin Suder
complements the Supervisory Board very well with her skills and
competencies.

Competency profile of the Supervisory Board in its composition
following the Annual General Meeting on May 19, 2022:

Competencies

Group Housing Real estate Bank and Finance, Manage- Sustaina-
management industry transactions capital market accounting and ment and bility
financing auditing regulation

Michael Zimmer (Chairman) (1) [ 1) [ 1) ° [ ] [ ] °
Dr Claus Nolting

(Vice Chairman) (1) [ ] [ 1) [ 1) (1) (1) [}

Dr Sylvia Eichelberg (1] [ ([ ] ([ ] [ (1] (1]

Dr Jochen Scharpe (1] ( 1) [ 1) ( J (1] [ ] (]

Dr Katrin Suder (1] [ ] [ ] [ ] [ ] ( 1] (1]

Martin Wiesmann [ [ (1] (1] [ ] [ ] [ X )]

@@ - Expert knowledge; @ = General knowledge

Source: LEG
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Meetings of the full Supervisory Board

In the 2022 fiscal year, the Supervisory Board held four ordinary
and two extraordinary meetings. Of these, four meetings were
held in person and two as virtual meetings.

A further 16 resolutions were adopted by circular resolution. The
matters to be resolved had previously been discussed in detail at
the Supervisory Board meetings but were not yet ready for decision
at the time of the meeting. The Supervisory Board agreed to adopt
the relevant resolutions via circular procedure. These were, for
example, the approval of the special sales program for 2022, the
retroactive adjustment of Executive Board employment contracts
to the compensation system approved at the Annual General
Meeting 2022 and the proposed compensation levels effective
January 1, 2022, or resolutions on borrowing and increasing the
commercial paper program in the context of Group financing
matters.
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Overview: Attendance at committee meetings in 2022

Supervisory Board Risk and Audit Presidium / Nominating ESG
Committee Committee Committee
Number of meetings 2022 6 4 3 4
Member
Dr Sylvia Eichelberg 6/6 - - 4/4
Stefan Jittel 1/6 - 1/3 -
Dr Johannes Ludewig?! 0/6 - 0/3 -
Dr Claus Nolting 3 6/6 4/4 2/3 -
Dr Jochen Scharpe 6/6 4/4  1/3 (Substitute member) -
Dr Katrin Suder? 4/6 - - 4/4
Martin Wiesmann3 6/6 4/4 2/3 4/4
Michael Zimmer 6/6 - 2/3 -

1 No longer a member of the Supervisory Board as of May 19, 2022
2 Member of the Supervisory Board since May 19, 2022
3 Member of the Presidium and Nominating Committee since May 19, 2022

Source: LEG

The first ordinary Supervisory Board meeting of 2022 was held on
March 8. The resolutions adopted included the appointment of
the auditing firm Deloitte GmbH as auditors of the consolidated
financial statements for fiscal year 2022, acknowledgement of
Deloitte's independence report, and approval of the consolidated
financial statements. The meeting began with an assessment
of macroeconomic developments in the wake of the conflict in
Ukraine and their impact on LEG.

In addition to reports on Supervisory Board/Executive Board
matters, the main items on the agenda of the Supervisory Board
meeting on March 8, 2022, were:

- To approve the minutes of the Board of Supervisors' resolutions
of November 9, 2021, November 29, 2021, and November 30,
and to take note of the results of the circulation procedures
from December 2021 and January 2022.

- The report from the Risk and Audit Committee or the recom-

mendation of the Risk and Audit Committee on the selection
of the auditor for fiscal year 2022 and the audit of any interim
financial statements.

- To sign off on the annual financial statements and consolida-

ted financial statements of LEG Immobilien SE as of December
31,2021, and all relevant reports.

- Approval of the Compensation Report 2021 prepared by the

Board of Management and the Supervisory Board.

- To take note of the Q4/2021 SB Report.

- The acquisition/new construction status report considering

strategic opportunities.
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- An update/review of “One year LWS Plus GmbH".
- The preparation of the 2022 Annual General Meeting.

- Status reports on the "Energy Transformation” and “Development

of a Tender Platform for Real Estate Maintenance” projects and
on Renowate GmbH.

The Supervisory Board meeting from May 4, 2022, focused on
the following topics:

- To approve the minutes of the Supervisory Board's resolution

of March 8, 2022, as well as take note of the outcome of the
circulation procedure from April 2022.

- The report from the Risk and Audit Committee.

- The Board of Management's report on the impact of the

interest rate and inflation environment on LEG shares.

- The Board of Management's update on the BCP transaction

project and the Board of Management's report on the strategy
for portfolio sales in this context.

- To note the Executive Board's comments on the Q1/2022

Quarterly Report and Q1/2022 Supervisory Board (SB) Report.

- To take note of the comments on the Sustainability Report 2021.

- The resolution to mandate Deloitte GmbH Wirtschafts-

prifungsgesellschaft with the external business audit to obtain
limited assurance on the separate non-financial report 2022.

- To note the status report on “Acquisition and New Construction”.

- To note the Board's presentation on the “Energy Transformation

Project”.
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- To note the Board's findings from report on the “Resident
Consumption Behavior Change Initiatives” project.

- To take note of the report of the Executive Board on the status
of preparations for the Annual General Meeting on May 19,
2022.

- The resolution to commission Deloitte GmbH Wirtschafts-
prifungsgesellschaft with a formal audit of the Compensation
Report 2022.

- Informing the Supervisory Board of Executive Board mandates
approved by the Presiding Committee.

The following key issues were addressed at the extraordinary
Supervisory Board meeting (constituent meeting of the newly
elected Supervisory Board) on May 19, 2022:

- The election of Mr. Michael Zimmer as Chairman of the Super-
visory Board, and Dr Claus Nolting as his Deputy.

- The resolution to implement the ESG Committee as a body of
the Supervisory Board of LEG Immobilien SE.

- The elections to fill the positions on the Presiding Committee
of the Supervisory Board of LEG Immobilien SE and the Nomi-
nation Committee.

- Elections to fill the Risk and Audit Committee and the ESG
Committee of LEG Immobilien SE.

- The resolution on the realization of the new “Am alten Giiter-
bahnhof” construction project in Cologne-Ehrenfeld.

At the ordinary meeting of the Supervisory Board on August 30,
2022, Prof Dr Thomas Jager, University of Cologne, gave an
introductory presentation about geopolitics. His keynote speech
analyzed the situation in Germany, Europe and internationally,
with a focus on China and the USA, considering various factors.

This was followed by an assessment of the macroeconomic situa-
tion and classification of the M&A environment by a major inter-
national bank.

Key agenda items for the meeting were:

- Taking note of the interim state of economic planning
preparation.

- Taking note of the report from the Risk and Audit Committee.
- To take note of the Q2/2022 Quarterly Report.
- To take note of the Q2/2022 Supervisory Board Report.

- Project BCP Transaction/Acknowledgement of Project
Completion Report.

- Taking note of the current update on funding.

- To note the update on the “Energy Transformation Project".

- Acknowledgment of the “Crisis Team Energy" report.

- To note the status of purchases/new construction.

- The information on the current “Renowate GmbH" situation.

At the last regular meeting of 2022 on November 3, Prof Dr Achim
Wambach, ZEW, gave a keynote speech on “"Geopolitics/Impact
of the Ukraine Crisis and Interest Rate Developments on the Real
Estate Sector” as part of the continuation of the strategy retreat

held on August 30, 2022. The Supervisory Board then dealt with
the following agenda items:
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- To approve the minutes of the August 30, 2022, Board of Super-

visors resolution as well as note the outcome of the October
2022 circulation resolution.

- Acknowledgement of the report of the Risk and Audit Committee,

inter alia for discussion of the medium-term planning and the
proposed change in management from FFO | to AFFO, and
explanation of the Q3/2022 Quarterly Report. At the recom-
mendation of the Risk and Audit Committee, the Supervisory
Board report as of September 30, 2022, was also noted.

- The adjustment of the business strategy and the associated

shift in the Group's focus from FFO | to AFFO were discussed in
detail under the agenda item “Economic planning 2023 to 2027,
including FC 111/2022".

- Taking note of the report from the ESG Committee newly imple-

mented in 2022, among other things, on the developments of
the environmental projects as well as solution approaches for
reducing COz.

- To note the Board's report on the funding update.

- Consent to the issuance of the Declaration of Conformity pur-

suant to the DCGK (German Corporate Governance Code).

- Acknowledging the reporting by LEG's Compliance Officer on

the existing compliance management system, the implementa-
tion of data protection in the Group and associated document
and process innovations, as well as on the data protection and
compliance cases that came to light in 2022 from the web-
based whistleblower system introduced by LEG.

- To agree on the procedure of waiting for the results of the dis-

cussion on the 2023 business plan and investor feedback before
setting the 2023 variable targets according to resolution recom-
mendation of the Executive Committee.
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- The reports of the Executive Board under the agenda item
“Miscellaneous”, including the Executive Board's comments on
the adjustment of the current purchase criteria or on the post-
compaction potential.

At the extraordinary meeting of the Supervisory Board on Novem-
ber 9, 2022, the Supervisory Board dealt particularly with the
continuation of the discussion of the economic planning 2023
to 2027 including FCIII/2022 and resolved the changeover of
Group management from FFO | to cash-oriented AFFO. It also
approved the adjusted Group economic plan for fiscal year 2023
and took note of the adjusted medium-term Group economic plan
for the years 2024 to 2027.

Strategy meetings of the Supervisory Board

In the 2022 fiscal year, the Supervisory Board discussed the Com-
pany's strategy at two meetings. These took place immediately
before the meetings of the Supervisory Board on August 30, 2022
(face-to-face meeting) and November 3, 2022 (face-to-face mee-
ting). The discussions focused on the effects of the changed geo-
political and macroeconomic situation on LEG and the measures
planned or implemented by the Executive Board.

For example, in addition to the aforementioned geopolitical and
macroeconomic situation and its impact on the housing industry
and LEG, the Supervisory Board dealt in its meetings with con-
cepts for energy transformation, energy refurbishment, influen-
cing user behavior, and ESG communication. Furthermore, it ana-
lyzed growth options for LEG - especially in connection with exis-
ting investments.

Meetings of the committees of the Supervisory Board

Executive Committee

- Since May 19, 2022, the Executive Committee has been compo-
sed of Michael Zimmer, Chairman of the Supervisory Board, Dr
Claus Nolting, Vice Chairman of the Supervisory Board, and
Martin Wiesmann. Dr Jochen Scharpe remains the representa-
tive member of the Executive Committee. As Chairman of the
Supervisory Board, Mr Michael Zimmer is also Chairman of the
Executive Committee. Stefan Jitte and Dr Johannes Ludewig
resigned from their Supervisory Board seats on May 19, 2022.

- In fiscal year 2022, the Executive Committee met three times in
virtual sessions. The attendance of the members is shown in the
tabular overview on > page 29 of the report.

- When required, the Executive Committee coordinated outside
of meetings in several conference calls.

- As intensive meetings of the Supervisory Board were held in the
third quarter of 2022 and the Supervisory Board met several
times without the involvement of the Executive Board, it was not
necessary to hold a meeting of the Executive Committee in the
third quarter of 2022.

- The Executive Committee discussed the topic of the Compen-
sation Report 2021.

- The Presidium dealt with Executive Board matters.

- The Executive Committee examined the Executive Board com-
pensation system and level against the background of Section
113 (3) of the German Stock Corporation Act (AktG - new
version) and recommended to the Supervisory Board that
the system and level of compensation be adjusted accordingly.
The adjustment of the Executive Board compensation and the
underlying system was prepared by an external compensation
consultant.
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- The Executive Committee examined the Supervisory Board
compensation system and level against the background of Sec-
tion 113 (3) of the German Stock Corporation Act (AktG - new
version) and recommended to the Supervisory Board that the
system and level of compensation be adjusted accordingly. The
adjustment of the Executive Board compensation and the
underlying system was prepared by an external compensation
consultant.

- The Executive Committee received the remarks of its Chairman
on the Corporate Governance Roadshow 2022.

- In addition to strategic discussions on growth opportunities and
risks in the current market environment, key topics that occu-
pied the Executive Committee in fiscal year 2022 were the
appointment of the ESG Committee and the continuation of the
sales concept.

- At meetings held in person, virtual meetings, conference calls
and via circular resolution, the Presiding Committee discussed
the purchase and sale of residential portfolios and their finan-
cing, matters relating to the Board of Management such as the
determination of the amount of variable compensation for 2021
and the sideline activities of its members, as well as LEG's orga-
nizational structure. The Executive Committee also discussed
the short and long-term incentive targets for 2023. The Execu-
tive Committee submitted proposals for decisions to the Super-
visory Board on the individual issues discussed.

- Asin previous years, the Executive Committee meetings include
discussions of developments in the capital market relevant to
LEG and, as a result, guidance on growth opportunities - also
with the involvement of external advisors.

Nominating Committee

The Nomination Committee consists of the members of the Presi-
ding Committee and meets as required. The Nomination Commit-
tee did not meet in fiscal year 2022.
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Risk and Audit Committee

Dr Claus Nolting, Chairman, Dr Jochen Scharpe, Vice Chairman,
and Martin Wiesmann form the Risk and Audit Committee. Dr
Katrin Suder acts as a deputy member of the committee.

The Risk and Audit Committee held four meetings in fiscal year
2022. Three meetings were held in person and one as a virtual
meeting. The attendance of the members is shown in the tabular
overview on > page 29 of the report.

The Risk and Audit Committee dealt with the following topics
at its four regular meetings:

- The focus of the Risk and Audit Committee meetings was on
discussing the annual financial statements as of December 31,
2021, and the management report for fiscal year 2021, as well
as the consolidated financial statements as of December 31,
2021, and the Group management report for fiscal year 2021. In
addition to analyzing and discussing the Executive Board's
reports on the quarterly figures, the internal key figures, the
financing strategy and the non-financial report 2021, the Risk
and Audit Committee meetings also focused on the 2023 -2027
economic plan.

- The Committee also discussed the Compensation Report 2021
prepared by the Executive Board and the Supervisory Board and
issued a resolution recommending approval of the Compensa-
tion Report 2021 to the Supervisory Board.

- Inits meetings, the Risk and Audit Committee also dealt mainly
with the treasury policy, the development of minimum liquidity
and updates on financing, the continuation of the 2022 sales
program, the 2022 audit plan, the report of the Executive Board
pursuant to Section 107 (3) AktG, the impact of the current
capital market situation on LEG, the Company's tax situation in
the changed market environment, inventory valuation, LEG's
internal control system (ICS), and LEG's business continuity
management.

- The Risk and Audit Committee also regularly discussed the LEG
Group's risk reports and risk inventory. In particular, it dealt
intensively at several meetings with LEG's risk-bearing capacity
concept presented in accordance with the new IDW PS 340 n.F.
auditing standard and further development of the ICS.

- The Risk and Audit Committee also received regular reports
from Internal Audit and the Compliance Officer.

- Following its November meeting, it also held an intensive
exchange with the contacts at Deloitte GmbH Wirtschafts-
prifungsgesellschaft (Deloitte) on the upcoming audit of the
annual financial statements.

In three circulated resolutions, the Risk and Audit Committee
passed one resolution recommending the issuance of a bond to
the Supervisory Board in 2022 and two resolutions mandating
Deloitte to conduct the audit of a selected Scope 3 category for
fiscal years 2019 -2021 the project audit of the EU Sustainable
Finance Taxonomy-related disclosures in 2022.

ESG Committee

Dr Katrin Suder is Chair of the newly established ESG Committee.
Martin Wiesmann is her deputy, and Dr Sylvia Eichelberg also
serve as members of the committee. Mr Michael Zimmer is a
deputy member of the committee.

The ESG Committee held three regular meetings and one extraor-
dinary meeting in fiscal year 2022. Two meetings were held as
face-to-face meetings and two as virtual meetings. The atten-
dance of members is shown in the tabular overview on > page 29 of
the report.
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The ESG Committee focused on the following topics during its
meetings:

- The ESG Committee made its recommendation to the Super-
visory Board to add the “Regulations on the ESG Committee” to
its Rules of Procedure.

- The constituent meeting also discussed the objectives and
tasks of the committee against the backdrop of legal ESG
requirements, and the LEG Immobilien SE Executive Board was
asked to present the current sustainability or ESG strategy as it
relates to economic development.

- As part of an asset tour, members of the ESG Committee were
able to visit a Renowate project, a traditional energy moderniza-
tion project, and a neighborhood development.

- LEG's role regarding the generation and transfer of electricity
from renewable energy sources was discussed at length.

- Under the “Environment” agenda item, innovative project ideas
were presented to the committee. The ESG Committee is in favor
of continuing the projects presented.

- The Executive Board reported on the future energy supply of
the company and its holdings.

- At the extraordinary meeting, the ESG Committee discussed
how LEG's ESG targets can be achieved through less capital-
intensive measures, particularly in view of the current situation
in the capital markets.

- The subject of employee satisfaction was explained to the ESG
Committee based on the results of the regular “Great Place to
Work" survey.

The Supervisory Board is regularly informed about the work of the
respective committees at its meetings.
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Corporate Governance

In November 2022, the Supervisory Board, together with the
Executive Board, dealt with the update of the declaration of
conformity issued in the previous year in accordance with Section
161 (1) AktG and issued it. The updated declaration has been
made permanently available on the Company's website = https://
www.leg-wohnen.de /fileadmin/dateien/02_Unternehmen/Corporate_Gover-

nance/Entsprechenserklaerung_161-AktG-Nov_2022.pdf).

The LEG Executive Board and Supervisory Board also assert that -
since the last declaration of conformity was issued in November
2021 - until the Code 2022 came into force on June 27, 2022, the
company complied with all the recommendations of the version
of the German Corporate Governance Code dated December 16,
2019, published by the Federal Ministry of Justice in the official
section of the Federal Gazette on March 20, 2020.

Against the background of the Act Implementing the Second
Shareholders' Directive of December 12, 2019 (ARUG 1) that took
effect January 1, 2020, and the corresponding amendment to
the German Corporate Governance Code, the Supervisory Board
presented to the Annual General Meeting on May 19, 2022, the
continuation of the compensation system, including compensation
levels for the Executive Board and Supervisory Board, as well as its
appropriateness and submitted it for resolution.

In accordance with the Code, a regular effectiveness analysis of the
Supervisory Board's work is to be done by way of self-evaluation.
This effectiveness analysis was implemented in the 2021 fiscal
year. The next self-evaluation is scheduled for the 2023 fiscal year.

The Supervisory Board adopted the updated rules of procedure for
the Executive Board and Supervisory Board of LEG Immobilien SE
by circular resolution in July 2022.

In fiscal year 2021, the Supervisory Board resolved to update the
objectives, the competence profile and the diversity concept for
the Supervisory Board of LEG Immobilien SE on the recommen-
dation of the Executive Committee. The update was made with a
view to the new version of the German Corporate Governance
Code 2020 (DCGK), with a view to the conversion of LEG Immobi-
lien AG into an SE and considering the future composition of the
Supervisory Board and the expectations of the capital market
regarding the development and implementation of ESG criteria by
listed companies. The competence profile was sharpened again in
2022 with a view to the newly elected Supervisory Board.

At its November 2022 meeting, the Supervisory Board was informed
both about the further development of the existing compliance
management system at LEG and about the status of compliance
with the General Data Protection Regulation (DSVO) and the
further optimization of the data protection management system
at the Company.

In January 2022, the Supervisory Board also approved quotas for
women on the Executive Board and Supervisory Board of 33.3%
by December 31, 2024. This quota has already been achieved for
both the Executive Board and the Supervisory Board.
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Audit of annual and consolidated financial
statements

The Board of Management has prepared the annual financial sta-
tements (separate financial statements) and the management
report for fiscal year 2021 in accordance with the provisions of the
German Commercial Code (HGB) and the consolidated financial
statements and the Group management report in accordance
with the provisions of the International Financial Reporting Stan-
dards (IFRS) as adopted by the European Union and the additional
requirements of German commercial law pursuant to Section
315a HGB. Deloitte has been appointed as auditor of the annual
and the consolidated financial statements for fiscal year 2021.
Deloitte audited the annual financial statements and the manage-
ment report as well as the consolidated financial statements and
the Group management report for fiscal year 2021 and issued an
unrestricted audit opinion in each case.

An integral part of the audit is assessing the risk management and
monitoring system. In its report, the auditor commented on the
Executive Board's risk management and monitoring system regar-
ding risks that could jeopardize the company's continued exis-
tence. They consider the risk management and monitoring system
to be suitable for the early identification of developments that
could imperil the Company's survival.

The audited and certified annual financial statements and the
management report for fiscal year 2021 were made available to
the Supervisory Board in a timely manner. The Supervisory Board
examined the annual financial statements, considering the auditor's
report and the report of the Risk and Audit Committee Chairman
on the preliminary audit. This also applies to the consolidated
financial statements and the Group management report as well
as to the Executive Board's proposal for profit appropriation.


http://www.leg-wohnen.de/unternehmen/investor-relations/corporate-governance/kodex-entsprechenserklaerung/
https://www.leg-wohnen.de/fileadmin/dateien/02_Unternehmen/Corporate_Governance/Entsprechenserklaerung_161-AktG-Nov_2022.pdf
https://www.leg-wohnen.de/fileadmin/dateien/02_Unternehmen/Corporate_Governance/Entsprechenserklaerung_161-AktG-Nov_2022.pdf
https://www.leg-wohnen.de/fileadmin/dateien/02_Unternehmen/Corporate_Governance/Entsprechenserklaerung_161-AktG-Nov_2022.pdf
https://www.leg-wohnen.de/fileadmin/dateien/02_Unternehmen/Corporate_Governance/Entsprechenserklaerung_161-AktG-Nov_2021.pdf
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The Compensation Report 2021 submitted by the Executive
Board and Supervisory Board was inspected by the auditor in
accordance with Section 162 (3) AktG to determine whether the
legally required disclosures pursuant to Section 162 (1) and (2)
AktG were made. In addition to the statutory requirements, the
auditor also examined the content of the report. The auditor for-
mally examined the compensation report of LEG Immobilien SE,
Dusseldorf, for the fiscal year from January 1 to December 31,
2021, to determine whether the disclosures required by Section
162 (1) and (2) AktG were made in the compensation report for
the purpose of forming an audit opinion. In the auditor's opinion,
the disclosures pursuant to Section 162 (1) and (2) AktG have
been made in all material respects in the Compensation Report
2021.

At the meeting of the Risk and Audit Committee on March 7,
2022, and at the gathering of the Supervisory Board on March 8,
2022, the representatives of the auditors explained the results of
their audit as a whole and the individual focal points of the audit.
No objections were raised. During the audit the auditors found no
facts which contradicted the Declaration of Conformity. The Risk
and Audit Committee and the Supervisory Board of LEG Immobi-
lien SE received reports on the independence of the auditors from
the auditors' representatives at the committee meetings at which
the separate and consolidated financial statements were discus-
sed, and took note of the corresponding independence report.

The auditors made it expressly clear that there were no circum-
stances indicating bias. The Supervisory Board's own detailed exa-
mination of all documents did not give rise to any objections. The
Supervisory Board concurred with the results of the auditor's
review.

On March 8, 2022, in accordance with the proposal of the Risk
and Audit Committee, the Supervisory Board approved the 2021
annual financial statements (separate financial statements) and
management report of the Company and the 2021 consolidated
financial statements and Group management report. The 2021
annual financial statements were thus adopted and the 2021
consolidated financial statements approved.

The Supervisory Board approved the Executive Board's proposed
resolution on the appropriation of profits for 2021, thus endorsing
the Executive Board's proposal to distribute EUR 296,457,273.75
as dividends (EUR 4.07 per share). The Supervisory Board had also
agreed to propose to the Annual General Meeting that the divi-
dends be paid, at the discretion of the shareholders, a) in cash or
b) in the form of shares in the Company. Shareholders could elect
to receive a cash dividend for part of their shares and a share divi-
dend for the other portion of their shares.

The remaining net profit of EUR 29,972,943.15 was carried forward
to new account.

At its meeting on March 8, 2022, the Supervisory Board adopted
the annual financial statements for 2021, including the manage-
ment report, and approved the consolidated financial statements
for 2021, including the Group management report, following
detailed examination and discussion at the recommendation of
the Risk and Audit Committee. The annual financial statements
2021 including the management report and the consolidated
financial statements 2021 including the Group management
report were audited by Deloitte Wirtschaftspriifungsgesellschaft
mbH. The 2021 compensation report prepared by the Executive
Board and the Supervisory Board as part of the management
report and the Group management report was also audited by
Deloitte Wirtschaftspriifungsgesellschaft pursuant to Section
162 AktG.
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Sustainability

The CSR (Corporate Social Responsibility) Directive Implementa-
tion Act was promulgated in the Federal Law Gazette on April 18,
2017, as an amendment to the German Commercial Code in
implementation of an EU directive. The Act requires the publication
of a so-called non-financial statement in the management report
or in a separate document with a reference in the management
report no later than four months after the reporting date (sustain-
ability report). LEG has already complied with this obligation
since the 2017 fiscal year.

The LEG Executive Board and Supervisory Board have decided to
issue the non-financial statement for fiscal year 2022 as part of
the Annual Report 2022.

The Supervisory Board of LEG, which is responsible for reviewing
the content, has defined the scope of the audit when preparing
for it. To support this, it has exercised the right to commission an
external review of the details.

In addition, the Supervisory Board has entrusted the Risk and
Audit Committee with the monitoring, preparation and review of
the Sustainability Report.

The issue of corporate social responsibility (CSR) is of great
importance to LEG and its corporate bodies. Mr Martin Wiesmann,
as a member of the Risk and Audit Committee, has assumed res-
ponsibility for overseeing sustainability reporting from within the
Supervisory Board. A governance structure has been established
within LEG in order, among other things, to anchor the fundamental
ideas of sustainability in day-to-day business. Overall responsi-
bility for CSR activities lies with the entire Board of Management.
They are managed by the LEG Sustainability Committee, which is
chaired by the Chairman of the Executive Board. In fiscal year
2022, the Supervisory Board implemented an ESG Committee
from among its members, which began its work in July 2022.
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Executive Board and Supervisory Board

The Executive Board team, consisting of Lars von Lackum as Chief
Executive Officer, Susanne Schroter-Crossan as Chief Financial
Officer, and Dr Volker Wiegel as Chief Operations Officer, has
strategically repositioned LEG with a view to the current market
situation. Despite the difficult market situation, a 2022 profit wit-
hin the expected range was achieved. By redirecting the entire
company to an adjusted business strategy and then introducing
measures focused on maximum capital efficiency, the Board of
Management has embarked on a bold course, supported by the
Supervisory Board, that is extremely capital-efficient.

This is for the benefit of all LEG stakeholders, such as employees
and tenants, investors and business partners.

The Executive Board demonstrated a high level of performance
and management expertise in fiscal year 2022. It has clearly ela-
borated and sustainably justified its position on the adjustment of
strategy in the interests of LEG. The Supervisory Board holds this
forward-looking approach by the Executive Board in high esteem
and recognition.

The Presidium of the Supervisory Board of LEG Immobilien SE
prepares resolutions on Executive Board matters for the Super-
visory Board. In 2022, it discussed the extension of the Executive
Board employment contracts of Susanne Schréter-Crossan and Dr
Volker Wiegel. The current Executive Board employment contract
of Susanne Schréter-Crossan ends on June 30, 2023, and that of
Dr Volker Wiegel on December 31, 2023.

Ms. Susanne Schroter-Crossan will leave the Executive Board of
LEG Immobilien SE by mutual agreement as of March 30, 2023.
Ms. Susanne Schréter-Crossan has decided to return to London
for family reasons and is therefore leaving the company.

As successor to Ms. Susanne Schréter-Crossan, the Executive Com-
mittee — as part of a structured selection process with the support
of a personnel consultant — has decided in favor of Dr Kathrin
Kéhling and made a corresponding recommendation to the
Supervisory Board. Dr Kathrin Kéhling will officially assume
the position of Chief Financial Officer on April 1, 2023. With
Dr Kathrin K&hling, it was possible to find a successor for Ms.
Susanne Schréter-Crossan who not only has a profound under-
standing of the residential real estate industry and LEG, but since
2019 has also already made her broad wealth of experience
available to LEG as a second-level executive. Before then, she
spent seven years in various positions — most recently as an
associate partner — at McKinsey & Company, focusing on financial
institutions.

Dr Volker Wiegel has been Chief Operating Officer since June 1,
2019. On the recommendation of the Executive Committee, the
Supervisory Board extended the Executive Board employment
contract with Dr Volker Wiegel by another three years until
December 31, 2026. The decisive factor was the outstanding
improvements in the operating business that Dr Volker Wiegel has
been able to initiate in recent years, which are reflected in the
company's excellent operating figures.

With this Executive Board structure, the Supervisory Board of LEG
Immobilien SE considers itself well positioned to meet the future
challenges of the company.
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The Supervisory Board wishes the Executive Board every strength
and success for the challenging fiscal year 2023 ahead. The
Supervisory Board supports the Executive Board in the tasks it
must master, which require strategic skill and a high level of
management competence. In 2022, the Executive Board team
once again proved that it has these prerequisites.

The Supervisory Board would like to thank the shareholders for
their confidence in the Supervisory Board elections. We would like
to thank you for this trust and personal appreciation. We are com-
mitted to the shareholders to the highest degree and will fulfill
our tasks to the best of our abilities and competencies. Safeguar-
ding the interests of all our stakeholders is the focus of the Super-
visory Board's work. We would like to express our sincere thanks to
our shareholders for standing by LEG Immobilien SE even in diffi-
cult times.

2022 represents an exceptional fiscal year in which LEG perfor-
med remarkably well thanks to its good structure and flexibility.
The Executive Board and all employees who achieved this perfor-
mance deserve our recognition and thanks. We look forward with
confidence to the coming year and are certain that together we
will successfully lead LEG through the turbulent times ahead.

Dusseldorf, March 8, 2023
On behalf of the Supervisory Board of LEG Immobilien SE

MICHAEL ZIMMER
Chairman of the Supervisory Board
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Compliance

Compliance is a key element of responsible and
successful corporate governance at LEG. LEG has an
interest in ensuring the trust of its tenants, customers,
business partners, employees, shareholders and the
public in its corporate governance. LEG’s compliance
management system (CMS) is designed with this in
mind. In particular, it includes the following elements:

Declaration of fundamental values

LEG's declaration of fundamental values describes the company’s
objective and strategy, as well as the values that form the basis of
LEG's work with customers, employees, investors, business part-
ners and society.

Code of Conduct

LEG's Code of Conduct describes its declaration of fundamental
values in more detail and translates the values set out here for
everyday business into regulations for the conduct of our emplo-
yees. It contains regulations for areas such as ethics, compliance,
corruption prevention, conflicts of interest, data protection,
discrimination and the protection of company property as well as
for political and social discussion and donations and applies to
everyone who works for LEG. Details on these standards of con-
duct can be found in internal Group rules and guidelines, which
are published on the intranet.

Guidelines, especially guidelines aimed at preventing
corruption and conflicts of interest

Group-wide guidelines include, in particular, guidelines aimed at
preventing corruption and conflicts of interest. These serve to
promote integrity among employees and avoid corruption and
conflicts of interest. The guidelines explain the terms integrity
and conflict of interest, as well as explaining and defining bans
related to bribery and corruption. The objective of the guidelines
is to make employees aware of the development and risks of situ-
ations that are susceptible to corruption in all areas of LEG and to
clarify the applicable compliance requirements. They therefore
help prevent corruption. It is the responsibility of every employee
and manager to comply with these guidelines. There is a zero-
tolerance-policy in place. Other guidelines concern the topics
employees and diversity, whistle-blower, environmental and
water and respect for human rights.

Business Partner Code

LEG's Business Partner Code is agreed with business partners, is
binding and sets out collaboration principles to guarantee inte-
grity, reliability and economically and ethically sound standards
of conduct as well as standards regarding environmental protection.

Based on these fundamental provisions, the CMS bundles measu-
res intended to ensure compliance with legal provisions and
internal guidelines. CMS measures include frequent and ad hoc
training sessions for employees. All new LEG employees are
trained in the area of compliance, with a particular focus on data
protection. All employees also complete annual online training
sessions in these and other areas on LEG’s learning platform, die
Akademie. The LEG CMS also features an electronic whistle-
blower system that employees and third parties can use to report
potential compliance violations around the clock, remaining
anonymous if they choose to do so. All information is carefully
investigated and appropriate measures are taken if violations are
detected.
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The regular analysis of compliance risks in combination with the
early recognition of significant business and litigation risks, and
the corresponding countermeasures, are at the heart of the CMS.

LEG has appointed a Compliance Officer to head up the CMS. The
Compliance Officer assists executives in ensuring compliance. He
is also in charge of employee compliance training and advice. At
regular meetings, the heads of Internal Audit, Law and Human
Resources departments discuss the design of the compliance
management system. Permanent benchmarking against other
CMS and independent assessment by external experts also serve
to ensure the continuous development and improvement of the
CMS. In 2019, LEG's CMS was certificated by the Institute for Cor-
porate Governance in the German Real Estate Industry. Following
a successful repeat audit, the certificate was awarded again in
2021 and is now valid until 2024.

Compliance is assigned to the Legal and Compliance depart-
ment, whose head reports directly to the CEO of LEG.

The Risk and Audit Committee of the Supervisory Board discusses
the topic of compliance on a regular basis and reports to the
Supervisory Board accordingly. In the event of urgent notification
of serious cases, the Management Board and the Supervisory
Board committees are promptly informed of significant develop-
ments in the area of compliance.
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Basic information on the Group

G4
-

LEG Group

LEG Immobilien SE

COMPANIES
WITH EMPLOYEES

ASSET HOLDING
COMPANIES

e.g: e.g:

LEG Management GmbH —LEG NRW GmbH

LEG Wohnen NRW GmbH — LEG Wohnen GmbH

LEG Bauen GmbH — Ravensberger Heimstatten-

gesellschaft mbH

— LEG Wohnungsbau
Rheinland GmbH

— Ruhr-Lippe Wohnungs-
gesellschaft mbH

— Gladbau Baubetreuungs- und
Verwaltungsgesellschaft mbH

—LEG Niedersachsen GmbH

'—LEG Rhein-Neckar GmbH

SERVICE
COMPANIES

— WohnServicePlus GmbH

— EnergieServicePlus GmbH

— TSP-TechnikServicePlus GmbH
— LWS Plus GmbH

—LEG Nord FM GmbH

'—LEG Nord Service GmbH

OTHER
COMPANIES

—LCS Consulting und
Service GmbH

— Biomasse Heizkraftwerk
Siegerland GmbH & Co. KG

— Youtilly GmbH

— Renowate GmbH
(Joint Venture)

Group structure and legal form

LEG Immobilien SE is the parent company of the LEG Group (herein-
after referred to as "LEG"), which is shown in the diagram. The
company assumed the legal form of an SE (Societas Europaea)
on 11 March 2021. It previously traded under the name LEG
Immobilien AG, which was formed in 2013 following the transfor-
mation of LEG Immobilien GmbH.

Business activities and strategy

Business activities

With a portfolio of around 167,000 rental units at approximately
260 locations, LEG is the second-largest residential property
company in Germany as well as the market leader in North Rhi-
ne-Westphalia (NRW). LEG's core business is the management
and development of its own residential portfolio.

LEG IMMOBILIEN SE Annual Report 2022

060

With an average apartment size of 63 square metres and an aver-
age monthly rent of EUR 6.33 per square metre, LEG's housing is
aimed at broad swathes of the population. As at 31 December
2022, free-financed residential units accounted for 80 % of the
portfolio and rent-restricted units for 20 %.

The LEG portfolio's regional focus is on NRW, where 80 % of its
residential units are located. Additionally LEG operates as a land-
lord primarily in the federal states of Lower Saxony, Bremen,
Schleswig-Holstein, Hesse, Rhineland-Palatinate and Baden-
Wirttemberg.

LEG's strategic focus is thus on western Germany, as well as the
affordable housing asset class. This market segment is characte-
rised by demand that continually outstrips supply. LEG believes
that demand will likely continue to increase in future, in part as
private households look for more affordable housing on account
of the rising cost of living, as well as due to refugees and highly
sought-after skilled workers continuing to move to Germany,
including because of Russia's illegal war in Ukraine. Supply, on the
other hand, looks set to remain largely stable as almost no more
new properties are being built in this segment due to higher interest
rates, rising construction costs, increased energy requirements
and cuts to government subsidies.

LEG's strategy aims to make the business model fit for the future
under the external conditions and represent the interests of key
stakeholders. It is built on three pillars:

- Optimising core business
- Expanding the value chain
- Consolidating the management platform
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A liquidity-focused finance strategy and the ESG framework are
what ultimately forms the foundation of LEG's Group strategy.

The individual components of the company strategy are de-
scribed in more detail below:

Optimising core business

To optimise its core business, LEG focuses on rental growth
potential, increasing customer satisfaction, digitalising processes
and increasing efficiency.

LEG believes there is also potential for rent increases in the future.
In the free-financed portfolio, rents can be increased taking into
account statutory regulations by adjusting to local reference
rents (mainly rent table) or when letting properties to new tenants
or in connection with modernisation measures. In the rent-restricted
portfolio, cost rents can be adjusted every three years, determined
primarily by the development of the consumer price index. Until
2028, rent control is set to expire for around 21,000 residential
units in the current rent-restricted portfolio. This creates further
potential to increase rents, as in-place rent is in some cases far
below market levels.

Customers are supported by the central customer service and
eight regional branches. Customers have access to various contact
and information channels in line with their needs and as suitable
for the occasion. In addition to using digital channels such as the
tenant portal, tenant app, chat, messenger services and online
damage notifications, they can also get in touch in person, for
example by calling the service hotline or using the emergency
repair service.

Since December 2020, LEG has conducted point of contact
surveys after handling customer concerns to measure customer
satisfaction regarding the process and quality of service. The
results are included in the CSl index (customer satisfaction index),
which was developed in 2021 and has been used to measure

customer satisfaction since the 2022 financial year. The direct
contact is also fostered by a Customer Advisory Council, which is
actively involved in the decision-making process on neighbour-
hood development and services improvement.

An efficient business model benefits both customers and all
other stakeholders. LEG believes that the company boosts effi-
ciency through constant process optimisation, digitisation and
cost discipline.

For example, across the company LEG uses 33 robotics solutions
(RPA, robotic process automation), including to process customer
enquiries and recognise incoming payments and for moderni-
sation projects and in quality management. Pilot tests of artificial
intelligence - such as using flying drones to detect damage to
buildings — and the use of sensors and data analysis help improve
processes further. If they wish, prospective LEG tenants can
arrange a rental entirely digitally, from the initial inquiry right up
to concluding the agreement. To improve cost efficiency, a cost-
reduction programme was also launched starting in the 2023
financial year with the objective of saving a total of around EUR 10
million per year in operating and administrative costs.

Expanding the value chain

When expanding its value chain to include services, LEG relies on
cooperation to combine technical expertise with its own manage-
ment expertise. The multimedia business was launched in 2014 as
the first service activity, covering digital TV and internet in coope-
ration with Vodafone.

In January 2016, EnergieServicePlus GmbH took on energy tech-
nology and services for LEG's properties. EnergieServicePlus
GmbH also develops concepts for supplying green energy to
tenants. A pilot project with partners including MEGA (Monhei-
mer Elektrizitdts- und Gasversorgung) was launched in 2022 to
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provide solar power to 96 residential units in Monheim. Since
2021, residents of the car-free Weillenburg settlement in Miinster
have been able to use locally produced, carbon neutral green
energy at their own tenant rate.

Since 2017, LEG and B&O Service und Messtechnik AG have been
running the joint venture TSP — TechnikServicePlus GmbH (51 %
share held by LEG) for managing small repairs and processing
insurance claims.

The wholly owned subsidiary LWS Plus GmbH, a project manage-
ment company, has organised craftsmen capacities to renovate
vacant apartments since the end of 2020. LEG expects this to
reduce vacancy periods and improve the quality of craftsmen’s
work.

In January 2022, LEG founded the start-up Renowate GmbH
together with the Austrian Rhomberg Bau Group. The objective of
the joint venture is to develop serial, digital solutions to decarbo-
nise existing homes. Core elements include a pre-fabricated buil-
ding shell and modular building and heating technology. This
makes the modernisation process for the buildings more efficient
compared to traditional methods and far shorter. Renowate also
markets its services to other property managers in the DACH-
region and was awarded its first contract even before concluding
the pilot phase in the LEG portfolio. LEG expects this to offer
growth opportunities with a relatively limited investment.

Consolidating the management platform

LEG aims for a business model with low complexity and thus
higher flexibility and therefore focuses exclusively on the Western
Germany region and the affordable housing asset class.
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LEG believes that maintaining a regional focus on NRW bolsters
its operating performance in property management and provides
extensive market knowledge. Starting from this geographic base
and taking account of the then low interest rate environment, LEG
started in 2019 to expand its portfolio into neighbouring states
with similar structures to secure economies of scale.

In response to changing macroeconomic conditions dominated
by the war in Ukraine, the resulting energy crisis, inflation-driven
cost developments and a sharp rise in interest rates, LEG made
strategic adjustments in the 2022 financial year. In March 2022,
LEG announced a programme to sell up to 5,000 residential units.
This also includes residential units acquired at the end of 2021 as
part of a larger portfolio acquisition but that are not suitable for
LEG's portfolio due to their geographic location, as well as other
units that are not efficient to manage on account of where they
are situated. Overall, a total of 706 residential units were sold in
the reporting year. LEG also suspended acquisitions entirely from
October 2022 onwards, so that the Group will become a net seller.
Provided the conditions are appropriate, however, it has the flexi-
bility to resume its growth mode. New construction business, the
volume of which accounts for only a small share of LEG's business
activities, is to be suspended after completing project develop-
ments already in progress.

Liquidity-focused finance strategy

In November 2022 LEG announced that, in view of the volatile
market environment, it would focus primarily on effects on the
Group's liquidity when steering its business in the future.

This shifts focus on to AFFO as a key performance indicator from
the 2023 financial year onwards. Starting from FFO | (after non-
controlling interests), AFFO generally takes capitalised cost from
modernisation and maintenance into account (capex). To calculate
capex (recurring), investments that benefit from government

funding are deducted. Consolidation effects from intercompany
results relating to own work are also eliminated. The AFFO as well
as a part of the net proceeds of property disposals are also used
as the basis for the dividend for financial year 2023. Through this,
LEG aims at minimising the amount of additional funding for the
duration of the volatile market environment.

LEG has had an investment grade rating (Moody's Baal) since May
2015 and has since had access to a wide range of financing instru-
ments. Moody’s confirmed the Baal rating in November 2022 but
issued a negative outlook as general economic conditions deteri-
orated. At the end of the 2022 financial year, capital market inst-
ruments accounted for about 58 % of the debt volume, with secu-
red bank loans making up around 36 %.

ESG framework

Corporate, environmental and social responsibility are at the heart
of the LEG business model. To this end, LEG created the ESG
Agenda 2024 in the 2021 financial year and published its plans for
further development in environmental, social and governance
(ESG) aspects.

In terms of the environment, LEG supports the carbon-neutral
transformation of the residential sector, which it aims to achieve
for its residential portfolio by 2045. In addition to energy-effi-
ciency building upgrades, the Group is also committed to the
energy transition in Germany and attempts to have a positive
impact on its tenants’ consumption patterns. LEG is also working
on innovative solutions to modernise its existing portfolio more
quickly and cost effectively - including in the interests of its
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tenants. Its medium-term goal is to reduce CO2 emissions by
10% by 2026 compared to 2022 levels. In the reporting year, CO>
emissions (market based) declined by 12.4 % year on year to 28.3
COz2 equivalents per square metre.

LEG considers itself a socially responsible landlord that takes
account both of its customers' financial situation and their general
satisfaction. The latter has been measured using the Customer
Satisfaction Index (CSI) since 2022. The company's social con-
cept also includes the LEG NRW Tenant Foundation and the “Your
Home Helps" foundation. LEG provides a home to a wide range of
people and also promotes diversity within its workforce. LEG
Management GmbH has been a signatory on the Diversity Charter
since 2019. In the 2021 financial year, LEG also launched a men-
toring programme for female and gender-diverse colleagues.
Overall employee satisfaction is measured using the Great Place
to Work organisation's Trust Index. As well as tenants and emplo-
yees, municipalities are also a major stakeholder for LEG.

Consideration for the interests of all stakeholders, including
shareholders, transparency and responsibility when making busi-
ness decisions and appropriate risk management are core ele-
ments of corporate governance and the basis for LEG's actions.
The Group has a certified Compliance Management System,
which bundles measures intended to ensure compliance with legal
provisions and internal guidelines. Examples of these measures
also include regular and ad hoc employee training sessions, such as
the cyber-IT security training introduced in the 2022 financial year.

The key objectives of the ESG Agenda are part of the remuneration
structure for the Management Board and the management level
below the Management Board, with ESG targets accounting for
20 % of the performance criteria for the short-term and long-term
variable remuneration component for Management Board members.
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Group Management System

LEG's Group management system reflects LEG's value-oriented
company strategy. In turn, this is based on sustainably develo-
ping the company and consistently increasing its enterprise value.
In order to take account of developments in the areas of environ-
mental, social and governance (ESG), the sustainability strategy
is an integral part of the company strategy.

A control concept based on performance indicators, with the
planning process serving as a key instrument, forms the basis for
the Group management system. The key figures are calculated
taking into account current business developments as part of a
forecast, which is carried out multiple times a year, and multi-year
planning covering a five-year period. There is also a close connec-
tion between planning and forecasts with the risk management
system, with the result that corresponding countermeasures can
be promptly derived and implemented for any risks ascertained.
Cash flow forecasts for the development of the liquidity situation
are prepared on a weekly basis and allow potential financial risks
to be identified at an early stage and any countermeasures to be
taken where necessary.

The Management Board and executives are informed about the
key figures and current business performance on a monthly basis
in the form of standardised reporting. The Supervisory Board is
informed of these on a quarterly basis. There is regular benchmar-
king of the key figures against the corresponding figures for com-
petitors. In addition, executives have access to up-to-date online
reports by way of a self-service system. The foundation for this
reporting system is the IT-based Group data warehouse, which is
connected to the Group-wide SAP system, operating sub-systems
and to the planning system. This means that deviations from
forecasts can be identified and action taken.

The overall system of key performance indicators is structured by
functional areas (Operations, Special companies, Management/
Administration) to ensure a targeted control of individual areas.
There is a target definition and achievement system within the
functional areas which includes both financial and non-financial
key figures. Corresponding responsibilities for all key figures are
defined within the organisation. The target system relates to the
focus of the individual levels of hierarchy.

Debt service plays an important role in Group management on
account of its importance for the liquidity and earnings situation.
The Corporate Finance & Treasury division, which is responsible
for liquidity controlling, determines the LEG Group's liquidity
requirements taking into account the development of the Group
and of the markets and establishes suitable measures to meet
this demand. Based on current forecast figures and risk and oppor-
tunity reports, liquidity scenarios are included in reporting and
interpreted.
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Key performance figures are divided into financial and non-finan-
cial key figures.

Key performance indicators for the 2022
financial year

Most important financial performance indicators

-FFOI
- Adjusted EBITDA margin
-LTV

Financial key figures Non-financial key figures

Operating ESG
key figures key figures

- Net cold rent - Rental growth per sqm - Carbon footprint

- EPRA-NTA (like-for-like) (in %) - Customer Satisfaction
- Vacancy rate (in %) Index (CSI)
- Investments per sqgm - Trust Index

- Rating classification at
Sustainalytics
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Financial key performance indicators and

other key figures (2022 financial year)

The most important financial performance indicators for Group
management are FFO | (from 2023 onwards: AFFO), the adjusted
EBITDA margin and LTV.

The EBITDA margin as a key indicator of the company's profita-
bility as well as the LTV indicating net gearing and therefore
important for a capital-intensive company such as LEG are classi-
fied as most important financial performance indicators from
financial year 2022.

Other financial key figures that are particularly relevant for the
property industry are net cold rent and EPRA NTA. Non-financial
key figures for Group management can be split into operating and
ESG figures. In the 2021 financial year, LEG published its 2024
sustainability strategy, including a decarbonisation pathway,
which will serve as a guideline for its ongoing ESG evolution
(environmental, social and governance). Environmental, social and
governance criteria are defined for the ESG targets, which were
introduced for the first time in the 2021 financial year, and are put
into practice with specific targets. The targets are assigned
quantitative or qualitative criteria so that a comparison of target
and actual performance can be carried out at the end of
the financial year to measure target attainment. The specific ESG
targets and the minimum and maximum values are set each year
by the Supervisory Board before the start of the financial year.
Alongside the financial performance criteria, they are taken
into account when determining the overall performance of the
Management Board and senior management.

Most important financial performance indicators

FFOI FFO Iis a key figure in the property sector used to represent
a company's operating profitability. It shows funds gene-
rated from operating activities. In FFO |, adjusted EBITDA
is adjusted for cash interest expenses and income and cash
taxes. For calculation see
> analysis of net assets, financial position and results of
operations, page 60, table 28, FFO |

Adjusted
EBITDA margin

The adjusted EBITDA margin (adjusted EBITDA in relation
to net cold rent) provides information on a company's
profitability and makes it possible to compare companies
internationally, primarily by adjusting for national tax and
financing conditions. In the case of the EBITDA margin,
EBITDA is adjusted for net income from the remeasurement
of investment property, net income from disposals, project
costs of a non-recurring nature and other extraordinary
expenses and income unrelated to the accounting period.
For calculation of the adjusted EBITDA see

> analysis of net assets, financial position and results of
operations, page 60, table 28, FFO |

LTV LTV (loan to value, net gearing in relation to property
assets) provides information on gearing and is therefore an
important key figure for LEG as a capital-intensive property
company. LTV is equivalent to the ratio of net financial
liabilities less cash and cash equivalents to the sum of
investment properties, assets held for sale and prepayments
for investment properties. For calculation see
> analysis of net assets, financial position and results of
operations, page 64, table 33, LTV
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Change to Group management system from the 2023
financial year onwards

In November 2022 LEG announced that, in view of the volatile
market environment, it would focus primarily on effects on the
Group's liquidity when managing its business in the future. In
connection with the realignment, AFFO replaces FFO | as a most
important financial performance indicator from financial year
2023.

Cash-optimised management necessitates a separation of ope-
rating cash generation from capital expenditure. Maintenance
expenses for purchased services and the own work capitalised
previously included in “Other” will no longer be reported in recurring
net operating income moving ahead, and will instead be recognised
as an EBITDA adjustment.

Starting from FFO | (after non-controlling interests), AFFO gene-
rally takes capitalised cost from modernisation and maintenance
into account. This procedure for the calculation of AFFO was
adjusted in conjunction with the realignment of the corporate
management. In future, recurring capex alone will be deducted
(capex (recurring)). Capex that benefits from government funding
is defined as non-recurring. Consolidation effects from intercom-
pany results relating to own work are also eliminated.

The calculation of the key figures adjusted EBITDA and AFFO from
the 2023 financial year onwards is shown in the > analysis of net

assets, financial position and results of operations (page 61, table 29).
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Other key figures

Financial key figures

Net cold rent

Net cold rent is the essential, solely controllable component of LEG's income. It represents rental income from the units
rented out. It refers to cold rent and does not include any operating costs.

EPRA NTA

EPRA-NTA is a relevant key figure in the property sector for measuring net asset value from the shareholders’ perspective
assuming long-term continuation of the business with acquisition and disposal of assets. The key figure is calculated on the
basis of the equity attributable to controlling shareholders and eliminates the effects of the fair value measurement of
derivative financial instruments and deferred taxes attributable to non-current investment property, derivatives or subsidised
housing loans. Intangible assets are not included in the calculation.

Non-financial key figures - operating

Rental growth per sqm
(like-for-like)

Like-for-like rental growth per sqm is an indicator of operating management and shows the increase in net cold rent per
square meter at the reporting date on a like-for-like basis.

Vacancy rate

The vacancy rate is an indicator of operating management and shows the number of vacant units in comparison to the total
portfolio at a reporting date.

Investments per sqm

Investments per square metre show investments in value-retaining (recognised as an expense) and value-adding
(eligible for capitalisation) measures and are compared to total living and usable space.

Non-financial key figures - ESG

Carbon footprint

ESG target in the “environmental” category. The carbon footprint is the result of an emissions calculation or CO2 footprint.
It indicates the quantities of greenhouse gases released by an activity, process or action. The carbon footprint is measured in
CO: equivalents (COze) as COze in kg per square metre. LEG includes Scope 1 and Scope 2 emissions in its measurement.

Customer Satisfaction Index
(csly

ESG target in the “social” category to measure customer satisfaction. The CSl reflects what customers think of LEG's service,
products, image and price/performance ratio and presents the results in a measurable manner.

Trust Index

ESG target in the “social” category to measure employee satisfaction. Using a benchmark study from the independent “Great
Place to Work" institute, the Trust Index is calculated as the average value across all categories of the employee survey.

Rating classification at
Sustainalytics

ESG target in the “governance” category for the 2022 financial year. This rating is calculated by the independent rating
agency Sustainalytics.
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Economic report

General economic conditions

The German economy as a whole was still generating growth in
the first months of 2022 shored up by catch-up effects as many
pandemic restrictions were lifted. The Federal Statistical Office
estimates that real gross domestic product (GDP) rose by 3.9%
year on year in the first quarter of 2022. This was driven primarily
by private consumer spending, although government expenditure
and construction investment also increased compared to the pre-
vious year.

Starting in Q2 2022, however, poorer general conditions increa-
singly put strain on the economy. The war in Ukraine and the
resulting energy crisis exacerbated the price hikes that had begun
during the pandemic. Ongoing supply chain disruption, a hang-
over from international pandemic restrictions, pushed up the cost
of raw materials and intermediate products further. Nevertheless,
a survey by the ifo Institute found that, on average, German com-
panies had passed just 34 % of their procurement price increases
on to their customers by October 2022. Higher prices were also
fuelled by the European Central Bank's expansive monetary and
fiscal policy. Over the year, therefore, inflation even surpassed
the high inflation rates seen in the 1970s and early 1980s.

Inflation, measured by the Consumer Price Index (CPI), rose by
7.9 % over the year on average in 2022. At the end of 2022, infla-
tion was 8.6 % and lower than in previous months, in part due to
the December assistance granted by the German federal govern-
ment — which covered the costs of the December down payment
for gas and district heating. The energy price component of the
CPI climbed by 24.4 % year on year in December 2022 after sur-
ging by 38.7 % in November 2022. By contrast, the decline in the

food component was far less pronounced (+20.7 % year on year in
December 2022, compared to 21.1% in November 2022). The rent
component was unchanged in December at 1.9 % year on year.

Despite inflation and the uncertainty stemming from the war in
Ukraine, private consumer spending picked up by 4.6 % in 2022 in
real terms. The Bundesbank believes this is due primarily to
catch-up effects that set in as the pandemic eased and that cont-
inued to have an effect into the third quarter of 2022. The federal
government's relief packages also partially offset the higher costs
for the general public. Nonetheless, consumer sentiment grew
increasingly pessimistic in the final quarter on account of falling
real incomes. The saving rate fell from 15.1% in 2021 to 11.2% in
2022, marking a return to pre-pandemic levels. This reflects both
households that were hit particularly hard by inflation due to low
incomes and so were unable to set much or any money aside, as
well as higher-income households that spent savings they invol-
untarily accrued during the pandemic.

Investment, another component of real GDP, rose by just 0.4 %
in 2022, with corporate investment virtually stagnating (+0.1%).
Private residential construction investment dropped by a sub-
stantial 2.2 %. As well as the long-standing rise in construction
costs, which rose by a further 16.9 % year on year in November
2022, this was attributable mainly to higher financing costs for
housing loans. Furthermore, materials shortages worsened on
account of the war in Ukraine - including for structural steel and
insulation — and were the worse they have been since the short-
ages seen in 1991. Given these effects, there was no longer any
planning certainty for construction projects and so many residen-
tial development projects were cancelled. In view of this, LEG
also decided in 2022 to suspend its new construction business,
the volume of which accounts for only a small share of its busi-
ness activities, after completing project developments already in
progress.
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A weak external environment and high costs in energy-intensive
sectors ultimately meant that exports also failed to reach the
previous year's level, with an increase of 2.9 % (2021: +9.7 %).

The Federal Statistical Office put real GDP for 2022 as a whole
at 1.9%.

Forecasts for 2023 are still subject to major uncertainty. Accor-
ding to its monthly report as of December 2022, the Bundesbank
expects economic output (real GDP) to shrink by 0.7 %. Gas
shortages look unlikely given lower consumption and alternatives
to Russian gas imports, but the energy crisis will continue to drive
up inflation for the time being. Private households’ disposable
income and consumer spending will fall as a result. Energy costs
will also continue to hurt production in energy-intensive sectors,
squeezing exports. The Bundesbank does not expect a gradual
recovery to kick in for the German economy until the second half
of the year. This assumes that international demand picks up
again and the price pressure on energy eases. This, alongside the
European Central Bank's interest rate policy, will cause inflation
to decline and, in combination with higher salaries, will also boost
real household income. Both exports and private consumer spen-
ding should thus pick up again. On the other hand, private residen-
tial construction investment is expected to decline by a further
5.5%in 2023.

The energy crisis and inflation also dominated fiscal policy in
2022 and prompted the European Central Bank to raise interest
rates by 50 basis points in July and December as well as by
75 basis points in September and October. Interest rates on
money markets climbed sharply, with yields on ten-year German
government bonds also seeing a significant upturn from -0.18 %
t0 2.57 %.
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In addition to the general economic situation and the situation
on financial markets, the performance of the labour market and
income trends represent additional key conditions for LEG's busi-
ness model.

Costs of energy and living rose sharply in 2022. A risk provision
has been made for possible payment defaults arising from this
with regard to ancillary cost settlements that relate to the year
2022 and will not be settled until the financial year 2023. The
Federal Government passed several relief packages to support
the population. Furthermore, LEG provided its tenants with infor-
mation on energy saving and offered assistance, e. g. with housing
subsidy applications or instalment payments.

The good performance of the German labour market in 2022 was
also underpinned by a new record high number of people in
employment. Preliminary figures by the Federal Statistical Office
indicate that this figure increased to an average of about 45.6 mil-
lion. At the same time, unemployment and underemployment
fell considerably in 2022 on average, according to the employ-
ment agency. The unemployment rate decreased by 40 basis
points against the previous year to 5.3 %. This mainly reflects
positive effects in the first half of 2022. North Rhine-Westphalia
also saw a 50 basis point decrease to an annual average rate of
6.8%.

Wages and salaries further rose in 2022. According to the Bundes-
bank, collective wages increased by an average of 2.6 %. Gross
wages and salaries per employee rose by 4.3 %. Collective wages
are expected to pick up by 3.9 % in 2023 and gross wages and
salaries per employee by 5.1 %.

The eurozone economy performed similarly to Germany’s. While
the first half of the year was shaped by an economic upturn pro-
pelled primarily by catch-up effects in private consumer spen-
ding, the energy crisis and inflation took a toll on consumer con-
fidence and industrial production over the rest of the year. All in
all, the EU Commission’s Autumn Forecast puts real GDP growth
in the eurozone at 3.2 % in 2022. The EU labour market performed
well, with the number of people in work reaching a historic high of
213 million during the year. The unemployment rate remained at
a record low of 6.2 % in 2022. Forecasts for 2023 are subject to
major uncertainty. The EU Commission assumes that general con-
ditions will remain challenging in 2023 and expects only marginal
economic growth (real GDP) in the eurozone of 0.3 %.

Overall, general economic conditions so far had only a minor
impact on LEG's operating activities. In response to the volatile
market environment, cost increases and interest rate hikes, LEG
decided in November 2022 to focus primarily on effects on the
Group's liquidity and capital structure when steering its business.
To improve cost efficiency, a cost reduction programme was also
launched starting in the 2023 financial year with the objective of
saving a total of around EUR 10 million per year in operating and
administrative costs.

LEG believes that demand for affordable housing in Germany will
increasingly outstrip supply on account of the significant decline
in new residential construction and ongoing immigration to Ger-
many. The Bundesbank estimates net immigration to Germany at
1.3 million people in 2022. Net immigration is expected to reach
350,000 people in 2023 or 300,000 people a year from 2024.
With the increased shortage of affordable housing that this entails,
LEG's portfolio takes on particular importance.
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Residential market

Demographic change

North Rhine-Westphalia (NRW) accounted for around 80 % of the
LEG portfolio at the end of 2022. In light of this, the general con-
ditions on the residential market, including demographic change
in the state, are particularly important. According to projections
by the state statistical office IT.NRW, NRW's population will
decline only slightly from 17.9 million at present to 17.6 million
in 2050, with immigration from abroad in particular ensuring the
number of residents remains stable and offsetting the fact that
there are fewer births than deaths. In the period from January
2022 to August 2022 alone, 379,800 moved to NRW from abroad.
The towns and cities along the Rhine, as well as Miinster and
Aachen, are expected to see population growth. Areas around
major cities have also been benefiting from high levels of migration
for several years. Suburbanisation as a result of increased purchase
prices and living costs is a trend that will likely continue in the
long term, in part due to working from home becoming more com-
monplace and a higher degree of digitisation.
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IT.NRW expects the number of households in NRW - another
relevant key figure for LEG's business model - to remain virtually
stable overall in the long term, although it anticipates a structural
shift to one and two person households.

The higher cost of living and reduced affordability of home
ownership are creating a more strained situation in the lower to
middle price segment of the rental property market. This trend
will grow stronger as the number of rent-restricted apartments
falls in the years ahead and construction declines.

Construction

Construction in Germany increased practically non-stop for
more than 10 years, peaking in 2020 when 306,376 homes were
completed. However, housing construction began to stall in 2021
due to shortages of material and labour as well as cost increases,
with the Federal Statistical Office reporting a 4.2% downturn.
Only about 50 % of demand was met in the area of rental housing
construction, according to the Federal Association of German
Housing and Real Estate Companies (GdW), falling to as low as
about 22 % for rent-restricted housing.

No construction completion data for calendar year 2022 was
available when preparing this report. Nevertheless, general
conditions have deteriorated even further on account of higher
costs of capital, additional price increases and limited availa-
bility of building capacities and materials. In view of this, the
Federal Association of German Housing and Real Estate Com-
panies (GdW) expects residential construction to again decline
by around 4 % in 2022 to about 280,000 completed buildings.
The GdW projects that just 242,000 homes will be built in
2023, declining further to 214,000 in 2024.

Rent-restricted housing portfolio

The number of rent-restricted apartments in NRW is continuing
to decline. About 8.9 % or 441,871 apartments were still rent res-
tricted in 2021 according to NRW.Bank. This represents a decrease
of about 10,000 residential units on 2020 levels. Most of the
apartments (about 41 %) are also in the rent control period and
rent control will expire within the next ten years. No data for
calendar year 2022 was available when preparing this report.

Development of rent

Rental growth continued in Germany in the 2022 financial year.
Most German states generated growth in the low to medium
single-digit range. Value AG calculates that average asking rents
for free financed portfolio properties in NRW rose by about 3.8 %
between the first and the fourth quarter of 2022.

There were major differences in asking prices between individual
submarkets in NRW. The highest average rents (median) were seen
in Cologne at EUR 12.68 per square metre and Dusseldorf at
EUR 11.61. This makes rent prices about twice as high as in loca-
tions with the lowest rents, which included Hoxter (EUR 5.81 per
square metre) and Gelsenkirchen (EUR 6.28 per square metre). It
is worth noting that there was an almost EUR 5 per square metre
difference in asking rents in the neighbouring cities of Dusseldorf
and Duisburg (EUR 6.96 per square metre). However, rent in the
state capital does influence neighbouring cities and so the rise in
rents in the surrounding areas of Duisburg (up 5.1 %) and Mett-
mann (up 4.6 %) was higher than in Dusseldorf (up 3.6 %). A similar
picture emerges in the areas surrounding the major urban regions
of Cologne, Miinster and Bielefeld. Asking rents at LEG's largest
location in Dortmund averaged EUR 8.21 in 2022 (up 5.1%).
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Average (median) asking rents in other states and locations
relevant to the LEG portfolio rose by 2.9 % in Lower Saxony,
Rhineland-Palatinate and Baden-Wiirttemberg and by 3.6 % in
Schleswig-Holstein in 2022. The state of Bremen saw particularly
dynamic rental growth of 7.7 %. Asking rents in the city of Bremen
increased to EUR 9.90 (up 6.1%). Rents rose to EUR 9.56 (up
2.8%) in Kiel, EUR 8.53 (up 4.2%) in Flensburg and to EUR 9.44
(up 3.2%) in the Hanover region. In Wilhelmshaven, asking rents
were EUR 6.36 (up 3.0 %), similar to Gelsenkirchen.

Asking rents for new build properties in NRW climbed by 6.4% to
an average of EUR 11.18. Prime rents for new builds in Cologne
reported a median of EUR 15.00 (up 8.3 %) and a maximum
(95 % percentile) of EUR 21.82 per square metre.

Development of purchase prices

A more nuanced picture is required when considering the deve-
lopment of purchase prices in 2022. On the back of double-digit
percentage growth in some cases in previous years, price momen-
tum slowed considerably in 2022. Although purchase prices
increased over the year as a whole, growth rates are the result
largely of developments in the first few months of the year. In
addition, price development must be viewed differently for diffe-
rent regions, depending on the product and the period.
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In NRW, purchase prices for owner-occupied apartments and
detached houses picked up by 1.5% and 0.8 % respectively in
2022 according to Value AG. Asking prices for apartment buil-
dings, on the other hand, declined by 3.1% year on year, with the
number of offers far lower than in the owner-occupied apartment
and detached and semi-detached home segment.

Developments related to existing properties do not translate
directly to the development of new construction prices in NRW.
For example, offers for newly built owner-occupied apartments
again saw a steady rise in prices in 2022.

Regional differences were even more pronounced for purchase
prices than for rents. Asking prices for existing properties at the
higher-priced locations of Dusseldorf (EUR 5,000 per square
metre), Cologne (EUR 4,810 per square metre) and Miinster
(EUR 4,322 per square metre) easily exceeded prices in, for
example, Gelsenkirchen (EUR 1,557 per square metre), Hoxter
(EUR 1,571 per square metre) or Hagen (EUR 1,774 per square
metre). Nevertheless, price pressure seems to be spreading to
the surrounding areas. For example, purchase prices declined in
Dusseldorf (down 5.2 %), Cologne (down 0.5 %) and Miinster
(down 3.9%), whereas asking prices in surrounding locations such
as Duisburg (up 2.9 %), Leverkusen (up 0.9 %) and Warendorf (up
2.9 %) picked up.

Median asking prices for owner-occupied apartments in NRW
went up by 1.5% to about EUR 2,677 per square metre. Asking
prices were similar at locations such as Dortmund (EUR 2,519 per
square metre), Ménchengladbach (EUR 2,236 per square metre)
and Bielefeld (EUR 2,689 per square metre).

Vacancy development

The CBRE empirica vacancy index put active vacancies in NRW
at 2.9 %, almost on par with the German national average of 2.8 %.
Other states relevant to LEG were similar: the vacancy rate was
3.2% in Lower Saxony, 2.9 % in Rhineland-Palatinate, 2.8 % in
Bremen and 2.4 % in Schleswig-Holstein. Miinster remained one of
the German cities with the lowest vacancy rate, at 0.3 %. The
figures are for 2021. No market data for 2022 was available when
preparing this report.

CBRE-empirica says that the gap is growing between cities expe-
riencing a high influx of people and growth regions on the one
hand and shrinking regions on the other, both in terms of vacancy
rates and purchase and rent prices. The impact of immigration,
including due to the war in Ukraine, and low new construction acti-
vities combined with already low vacancy rates will likely further
exacerbate the demand situation in what are already strained
housing markets in the years ahead.
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Transaction market

The market for German residential properties benefited from
strong fundamentals and a sustained period of low interest rates
in the past, which led to a considerable increase in property
prices. As interest rate hikes were introduced in 2022, market
players entered a pricing phase that became necessary on account
of the new environment and caused a significant decline in invest-
ment volume.

According to the global property service provider CBRE, the
transaction volume (residential properties of 50 residential units
or more) came to EUR 13.5 billion in 2022, down 73 % on the
previous year. Adjusted to account for the takeover of Deutsche
Wohnen SE by Vonovia SE with a volume of EUR 22 billion, the
decline is around 50 %.

Transactions with a volume of over EUR 100 million saw particu-
larly low activity. These high-volume transactions came to a total
of EUR 6.8 billion, far below the EUR 39.7 billion generated in
2021 and also lower than the five-year average of EUR 16.2 billion.

The number of residential units negotiated thus fell by 76 % to
68,400. At the same time, however, average purchase prices rose
by 26 % to EUR 178,800 per residential unit by 30 % to EUR 2,914
per square metre.
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The substantial rise in interest rates resulted in higher financing
costs in the reporting year. Investors were far more cautious given
that both uncertainties and risks were higher. Financing interest
rose by around 3 percentage points in 2022 as measured by the
five-year swap rate, while the ten-year German government bonds
yield — which is used as a benchmark - increased by 270 basis
points in the same period to 2.6 %. Prime yields for residential
properties in Germany's top 7 cities were temporarily lower than
the yield on ten-year German government bonds at an average of
2.58 % in the final quarter of 2022. Given current market dynamics
with high demand among tenants combined with a shrinking new
construction pipeline, LEG believes that there will likely be consi-
derable potential to increase rents, which could push up rental
yields and further widen the spread with German government
bonds, depending on the performance of the ten-year government
bond.

In terms of price development, CBRE expects market calibration
to continue. However, price stabilisation is likely to result from
the fact that investing in residential properties is primarily a long-
term, recoverable and low-volatility investment that provides at
least a proportionate level of protection against inflation.

The largest net investors in 2022 were open-end property and
special funds with a transaction volume of around EUR 2.8 billion.
They were followed by asset and fund managers - chiefly interna-
tional investors with a value-add approach - with investments of
around EUR 2.3 billion. Property companies came in third place at
EUR 1.3 billion. Public housing companies had surplus investment
of just EUR 538 million compared to EUR 3.7 billion in the previous
year. Property stock corporations also scaled back portfolios by
a significant EUR 2.2 billion in 2022. This included the sale of
Adler Real Estate’s EUR 1.5 billion portfolio. The largest individual
transaction in a German speaking country in 2022 was the sale of
the Austrian S-lImmo to the Czech CPI Group.

North Rhine-Westphalia was one of the most sought-after invest-
ment locations in the residential segment in 2022. A total of around
9,000 residential units were sold for approximately EUR 1.7 billion
as part of transactions. However, revenue reached only a third of
the previous year volume (2021: approx. EUR 5.8 billion). The share
of forward deals picked up sharply, coming to just under 50 %
in 2022. North Rhine-Westphalia's share of the total German
transaction volume remained more or less in line with the previous
year at around 13 % (2021: 12 %).

CBRE believes that a transaction volume of up to EUR 15 billion is
achievable for German residential properties in the current 2023
financial year. Yield development could increasingly reflect diffe-
rences in location and quality.

LEG IMMOBILIEN SE Annual Report 2022

000

Employees

The number of employees as of 31 December 2022 increased
by 15.3% to 2,040 compared to the previous year's reporting
date. Further key figures on employee development and structure
are shown in the table.

Employees of the LEG Group as of 31 December

2022 2021
Total 2,040 1,770
male in% 65.2 64.7
female in% 34.8 35.3
Full-time' 1,750 1,018
Part-time' 290 252
FTE (excluding Management Board R
members and trainees) 1,792 1,588
Fluctuation rate in%"? 135 6.2
employee-side 6.3 31
employer-side 7.2 31
Average age in years' 42.2 42.4

" Financial year 2021 excl. TechnikServicePlus, Biomasse Heating Plant, LWS Plus
? Financial year 2022 excl. TechnikServicePlus
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Current business activities

Despite a highly volatile market environment, dominated by the
war in Ukraine, the energy crisis it triggered and higher costs for
interest and construction, LEG was able to continue its positive
business performance in the 2022 financial year. FFO |, one of
the most important financial performance indicators, climbed
by 13.9 % as against the same period of the previous year to
EUR 482.0 million. In the previous year, LEG had defined a range
of EUR 475.0 million to EUR 490.0 million as its target for FFO |,
which it later narrowed down to a corridor of EUR 475.0 million
to EUR 485.0 million when it published its quarterly report as at
30 September 2022. The FFO | generated for the 2022 financial
year was thus in line with expectations.

The key drivers were the development of existing rents and the
integration of acquisitions from 2021, which were fully included in
earnings for the first time in the 2022 financial year. Furthermore,
the investment companies for tenant services also increased their
contribution to FFO to EUR 50.4 million (previous year: EUR 39.2
million).

The rise in FFO | had been counteracted by disposals in the repor-
ting year and the previous year. Also, average financing costs rose
by five basis points year-on-year to 1.26 % as at 31 December
2022 (not including short-term variable bridge financing in the
previous year).

Development of the real estate portfolio
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Key figure Usage 31.12.2022 31.12.2021 Change in%
Number residential units Residential 167,040 166,189 851 0.5
Commercial 1,611 1,576 35 2.2
Total residential and commercial 168,651 167,765 886 0.5
Parking 46,636 45,438 1,198 2.6
Total 215,287 213,203 2,084 1.0
Lettable area in sqm Residential 10,581,565 10,526,699 54,866 0.5
Commercial 276,127 254,164 21,964 8.6
Total residential and commercial 10,857,692 10,780,862 76,830 0.7
In-place rent in €/sqm Residential 6.33 6.13 0.20 3.2
Residential (L-f-1) 6.32 6.13 0.19 31
Commercial 8.29 7.77 0.51 6.6
Total residential and commercial 6.37 6.16 0.21 33
Number of vacancies Residential 4,913 4,987 -74 -15
Commercial 261 294 -33 -11.2
Total residential and commercial 5,174 5,281 -107 -2.0
EPRA vacancy in % Residential 2.9 2.8 13 bps
Residential (L-f-l) 2.4 2.6 -20 bps
Commercial 9.1 12.7 -365 bps
Total residential and commercial 31 3.0 6 bps

As at the end of the reporting period, LEG's property portfolio
consisted of 167,040 residential units, 1,611 commercial units
and 46,636 garages and parking spaces. The table shows the key
portfolio data and KPIs as compared to the previous year.



50

GROUP MANAGEMENT REPORT
Economic report | Current business activities - Financing

The number of residential units in the portfolio rose slightly
by just 0.5% or 851 year-on-year as at 31 December 2022. This
development reflects the initial effects of strategic adjustments
that LEG made in the 2022 financial year in response to the chan-
ging macro environment. These include a sales programme for up
to 5,000 residential units in total and a full halt to acquisition
activities from October 2022. Also, new construction business,
the volume of which accounts for only a small share of LEG's busi-
ness activities and is not a part of its core business, is to be
suspended after the project developments already initiated or
purchased have been completed.

Acquisitions of 952 residential units were notarised in the first
three quarters of the reporting year. In a subdued market environ-
ment, 706 sales were also notarised over the reporting year.

1,412 residential units were added to the portfolio in the 2022
financial year. This figure includes 294 new buildings in the cities
of Cologne (51 residential units), Dusseldorf (104 residential
units) and Bremen (139 residential units). This was offset by dis-
posals of 561 residential units as a result of apartments being
sold or combined.

The key operating figures developed as follows:

The average rent for the residential portfolio on a like-for-like
basis was up by 3.1% year-on-year at EUR 6.32 per square metre
on 31 December 2022. The increase in the free financed portfolio
amounted to 3.7 %. On a like-for-like basis, the average rent for
rent-restricted apartments, which accounted for 20 % of the port-
folio as a whole as at the end of the financial year, rose by just
0.3% or EUR 0.02 to EUR 5.05 per square metre as there was no
cost rent adjustment in the reporting year.

The EPRA vacancy rate for all of LEG's residential units, including
the properties acquired, was 2.9 % as at the end of the 2022
financial year. On a like-for-like basis, the EPRA vacancy rate was
2.4% and thus 20 basis points below the previous year’s level of
2.6%.

LEG invested EUR 439.2 million in the past financial year in order
to further enhance the quality and energy efficiency of the residen-
tial portfolio (adjusted for new construction activities managed
by LEG, public safety work for acquisitions and own work capita-
lised). This is equivalent to an increase of EUR 32.4 million or 8.0 %
as against the previous year. The share of value-adding measures
eligible for capitalisation was 75.2% in the reporting year
(previous year: 73.4%). Average investment per square metre of
living and usable space decreased by EUR 1.89 year-on-year to
EUR 40.61.

Various measures were implemented in the reporting year for
the continuous improvement of operating business, in particular
letting performance, and to avoid fluctuation. Above all, this
included the optimisation of operational processes.
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Financing portfolio

At the start of the financial year 2022, LEG issued bonds with a
total volume of EUR 1.5 billion. The bonds mature in four, seven
and 12 years respectively and have coupons of 0.375 %, 0.875%
and 1.500 %. They were used to repay the short-term bridge finan-
cing that was taken out in connection with a portfolio acquisition
from the Adler Group.

In addition, secured and unsecured bank loans for a total of around
EUR 400 million were rearranged in the 2022 financial year.

LEG also agreed a EUR 600 million syndicated working capital line,
expanding and optimising the financing portfolio. LEG's existing
commercial paper programme was also increased by EUR 100
million to EUR 600 million.

The average interest rate for LEG on 31 December 2022 was 1.26 %,
compared to 1.06 % at the end of the previous year. Excluding the
variable bridge financing in connection with the portfolio acqui-
sition taken into account in the previous year, financing costs
rose by 5 basis points from 1.21% to 1.26 %. The average term of
liabilities rose slightly from 6.47 years to 6.54 years. Adjusted
for the variable bridge financing, the average term in the previous
year was 7.5 years.
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Financing structure

As at the end of the reporting period, 58 % of LEG's total financing
liabilities relate to capital market financing (bonds and conver-
tible bonds), 36 % to bank loans, and 6 % to subsidised loans and
other liabilities. The loan liabilities to banks are essentially distri-
buted among 15 banks, mainly in the mortgage and state bank
(Landesbank) sector. In line with LEG's financing strategy, the share
of a single bank in total liabilities is capped at 20 % to avoid an
excessive dependence on any one financing partner. LEG's largest
creditor currently has a share of 6 % of total liabilities and 16 %
of the bank loan portfolio.

Financing sources (in %)

@ Capital market 58
® Banks 36
Subsidised loans /Others 6

Maturity profile

In line with its long-term business model and in order to ensure a
defensive risk profile, LEG believes it has a balanced, long-term
financing structure. Financing is arranged with bank partners on the
basis of medium- and long-term agreements with terms of up to
twelve years. The funds raised on the capital market have contract
terms of up to 15 years, while the financing agreed with other
lenders has terms of up to 25 years. Taking into account the long-
term subsidised loans (average maturity 22.4 years), the financing
portfolio as a whole has a maturity of 6.54 years. The goal in mana-
ging contract terms is that no more than 25 % of total liabilities
fall due within one year. LEG had only minimal liabilities at the
end of 2022 that were due within a year.

Bank loans are primarily secured by the real collateral of the
properties and other collateral usually provided for property
portfolio financing. The capital market instruments and financing
with other lenders constitute unsecured financing.
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Maturity profile
(credit volume in € million, share of total debt in %)

2023 B 116 (1%)

2024 I 968 (10 %)
2025 I 970 (10%)
2026 I 1,049 (11%)
2027 I 1,223 (13%)
2028 I 1,000 (11 %)
2029 I 678 (7 %)

2030 I 319 (3%)

2031 I 891 (10%)

2032 I 501 (5 %)

2033 I 600 (6 %)

2034 I 801 (9 %)

>2035 I 332 (4%)

Interest rate hedging

The financing agreements, befitting the long-term strategic out-
look of the company, are around 94 % hedged by fixed-rate agree-
ments or interest rate swaps. Derivative interest hedging instru-
ments are linked to the respective hedged loan (micro hedge).
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Interest hedging instruments (in %)

¢

@ Fixed interest rate 89.0
@ Interest rate swap 4.7
Floating interest rate 6.3

Covenants

LEG's financing agreements usually contain regulations on
compliance with defined financial covenants that the respec-
tive borrower must comply with throughout the term of the
financing agreements.

The secured financing agreements contain covenants that are
customary in the market.

With regard to unsecured financing instruments, the following
key covenants apply at the level of LEG Immobilien SE:

Covenants

Consolidated Net Financial Indebtedness to Total Assets max. 60 %
Secured Financial Indebtedness to Total Assets max. 45%
Unencumbered Assets to Unsecured Financial Indebtedness min. 125%
Consolidated Adjusted EBITDA to Net Cash Interest min. 180 %

As part of its risk management for the company as a whole, LEG
has implemented a process for the continuous monitoring of com-
pliance with covenants relating to both secured and unsecured
financing. In the past financial year 2022, the regulations on financial
ratios agreed with the financing partners were complied with.
Breaches are also not anticipated moving ahead.

Corporate ratings

LEG has had a “Baal” long-term issuer rating since 2015, which has
since then been continuously confirmed by Moody's. The outlook
was revised from stable to negative in the financial year 2022 on
account of changes to the market and interest rate environment.
The rating continues to reflects the strong market position, leading
portfolio management and long-term financing strategy of LEG.

Since 2017, LEG has also had a P-2 short-term issuer rating, which
attests to the company having a high level of creditworthiness
for issuing current debt securities on the basis of its liquidity, the
credit facilities available and its balanced maturity profile.
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Dividend

In order to strengthen LEG's capital base and in light of an unse-
cure market and interest rate environment, the Management
Board and Supervisory Board of LEG Immobilien SE intend to pro-
pose to the Annual General Meeting on 17 May 2023 not to pay
out a dividend for financial year 2022.
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Analysis of net assets, financial position and
results of operations

Please see the > glossary in the annual report for a definition of indivi-
dual key figures and terms.

Results of operations

Aggregate income statement
The condensed income statement is as follows:

Ti5
—

Condensed income statement
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unaudited unaudited 01.01. - 01.01.-
€ million Q4 2022 Q42021 31.12.2022 31.12.2021
Net operating income 131 114.9 413.5 522.1
Net income from the disposal of investment properties -0.3 -0.3 -15 -1.0
Net income from the remeasurement of investment properties -785.9 743.9 382.4 1,863.7
Net income from the disposal of real estate inventory -01 0.7 -0.2 0.5
Net income from other services 57 0.7 16.4 57
Administrative and other expenses -97.9 -99.6 -182.6 -136.4
Other income 0.0 0.0 0.1 0.1
Operating earnings -865.4 760.3 628.1 2,254.7
Interest income 2.5 1.2 2.5 1.3
Interest expenses -39.7 -37.2 -143.0 -121.7
Net income from investment securities and other equity investments -45.1 3.0 -101.4 6.4
Net income from associates 0.3 0.3 0.3 0.3
Net income from the fair value measurement of derivatives -27.4 -7.8 1215 -23
Net finance earnings -109.4 -40.5 -120.1 -116.0
Earnings before income taxes -974.8 719.8 508.0 2,138.7
Income taxes 24.6 -1359 -270.6 -414.0
Net profit or loss for the period -950.2 583.9 237.4 1,724.7

Net operating income declined by 20.8 % in the reporting period.
The main factors driving this were the net cold rent which increased
by EUR 115.2 million and on the other hand a goodwill impairment
attributable to this item of EUR 181.4 million as a result of hig-
her interest.

Adjusted EBITDA increased by EUR 86.5 million to EUR 598.7
million. The adjusted EBITDA margin remained constant at 74.9 %
in the reporting period (previous year: 74.9 %).

Portfolio remeasurement as at the end of the year resulted in a
valuation gain of EUR 382.4 million for the reporting period (pre-
vious year: EUR 1,863.7 million).

The rise in administrative expenses of EUR 46.2 million essentially
results from an increase in goodwill impairment of EUR 112.4 mil-
lion attributable to this item.
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In the reporting period, net income from the fair value measure-
ment of derivatives primarily resulted from changes in the fair
value of embedded derivatives from the convertible bond of
EUR 123.0 million (previous year: EUR 3.5 million).

The tax expense is almost entirely attributable to deferred taxes.

Net operating income
Net operating income broke down as follows in 2022:

Net operating income

Net operating income declined by EUR 108.6 million year-on-year
in the reporting period. Net cold rent increased by EUR 115.2 million
(+16.8 %) in the period under review. The in-place rent increased
by 3.1% on a like-for-like basis. This was offset by an impairment
of the goodwill attributable to this item in the amount of EUR
181.4 million, in particular as a result of higher interest. Also, a
higher headcount, essentially in connection with the acquisitions
of 2021, caused staff costs to rise by EUR 19.6 million.

unaudited unaudited 01.01. - 01.01. -
€ million Q4 2022 Q42021 31.12.2022 31.12.2021
Net cold rent 202.5 174.2 799.1 683.9
Profit from operating expenses -7.2 -19 -12.4 -2.4
Maintenance for externally procured services -6.2 -22.1 =57/ -65.7
Personnel expenses (rental and lease) -27.7 -26.4 -107.5 -87.9
Allowances on rent receivables -12.8 -4.5 -25.2 -10.3
Depreciation and amortisation expenses -129.4 -3.2 -196.9 -11.5
Others -6.1 -1.2 13.5 16.0
Net operating income 13.1 1149 413.5 522.1
Net operating income-margin (in %) 6.5 66.0 51.7 76.3
Non-recurring special effects - rental and lease 1.6 1.9 10.6 6.4
Depreciation 129.4 3.2 196.9 115
Net operating income (recurring) 144.1 120.0 621.0 540.0
Net operating income-margin (recurring) (in %) 71.2 68.9 77.7 79.0
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The write-down on rent receivables rose by EUR 14.9 million, in
particular on account of the higher volume of operating costs not
yet invoiced.

The adjusted net operating income (NOI) margin declined slightly
from 79.0 % in the previous year to 77.7 %.

The EPRA vacancy rate, which describes rental income lost due to
vacancies in relation to potential rental income at full occupancy
on the basis on market rents at the end of the reporting period,
declined by 20 bps year-on-year to 2.4 % on a like-for-like basis.

EPRA vacancy rate

€ million 2022 2021

Rental value of vacant space -

like-for-like 21.8 21.8
Rental value of vacant space -

total 26.4 23.4
Rental value of the whole portfolio -

like-for-like 897.5 837.8
Rental value of the whole portfolio -

total 911.4 844.8
EPRA vacancy rate -

like-for-like (in %) 24 2.6
EPRA vacancy rate -

total (in %) 29 2.8
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The presentation of EPRA capex breaks down the capitalisation
of investments and reconciles them to the payments for invest-
ments in investment properties. Value-adding capitalised invest-
ments, consisting of development projects (EUR 23.3 million) and
modernisation measures for investment properties (EUR 341.7
million), increased to EUR 365.0 million in the reporting period.
Acquisitions declined by EUR 2,130.1 million as against the 2021
financial year, when this figure was largely influenced by the pur-
chase of the Adler Group portfolio.

EPRA capex

€ million 2022 2021

Acquisitions 324.4 2,454.51

Development 23.3 14.2

Investments in investment properties 341.7 321.4
thereof incremental lettable space 5.0 5.6
thereof no incremental lettable space 336.7 315.8

EPRA-Capex 689.4 2,790.1*

Correction for acquisitions within the

meaning of IFRS 3 - -1,367.41

Additions to/utilisation of provisions

for capex -20.8 -15.0

Allocation to/utilisation of provisions for

incidental purchase price costs 79.6 -59.0

Payments for investments in

investment properties 748.2 1,348.7

1 Previous year's figure adjusted due to finalisation of the purchase price allocation.

The increase of EUR 44.7 million in value-adding capitalised
modernisation measures in investment properties and property,
plant and equipment and the non-capitalised maintenance expen-
ses of EUR 0.4 million led to total investments of EUR 497.2 million
in the reporting period (comparable period: EUR 452.1 million).
In addition to the maintenance expenses of EUR 57.1 million
(previous year: EUR 65.7 million) for externally procured services
recognised in the statement of comprehensive income, the non-
capitalised maintenance expenses also include the intragroup
maintenance expenses of EUR 54.2 million (previous year: EUR
45.2 million).

Investment for new construction activities on company-owned
land, public safety measures in connection with portfolio acquisi-
tions and own work capitalised in the amount of EUR 14.7 million
(previous year: EUR 15.8 million) was eliminated from total invest-
ment when calculating total investment per square metre. Adjus-
ted total investment amounts to EUR 439.2 million and average
total investment per square metre to EUR 40.61 (previous year:
EUR 42.50) in the reporting year. The capitalisation rate after
adjustments increased slightly to 75.2 % in the reporting year
(previous year: 73.4%).

Maintenance and modernisation
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The EPRA cost ratio, as an indicator for operating efficiency, is the
ratio of operating and administrative expenses to gross rental
income. By definition, non-recurring items are not adjusted for.
Adjustments are made for ground rent and direct vacancy costs.
For reasons of transparency and comparability, a further adjust-
ment has been made for maintenance expenses in the financial year
as the amount of a property company's maintenance expenses are
largely dependent on the accounting standard applied and the
specific maintenance strategy.

unaudited unaudited 01.01. - 01.01. -
€ million Q4 2022 Q42021 31.12.2022 31.12.2021
Non-capitalised maintenance expenses 26.5 40.0 1113 110.9
Capital expenditure 116.3 103.6 385.9 341.2
Total investment 142.8 143.6 497.2 452.1
Area of investment properties in million sqm 10.84 9.94 10.82 9.57
Adjusted total investment 97.2 126.8 439.2 406.8
Adjusted average investment per sqm (€) 8.97 12.76 40.61 42.50




GROUP MANAGEMENT REPORT

Economic report | Analysis of net assets, financial position and results of operations

EBITDA is adjusted for non-recurring items to ensure compara-
bility with previous periods. Adjustments are made for all items
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In the previous year, the acquisition and integration costs were
essentially due to the acquisition of the 13 companies of the

EPRA cost ratio
that are not attributable to operations in the period and that have ~ Adler Group. This acquisition was recognised as a business combi-
€ million 2022 2021 e . . . . L
a not insignificant effect on EBITDA. These non-recurring special  nation in accordance with IFRS 3 and all incidental purchase costs
EBIT 628.1 2,254.7 items comprise project costs for business model and process  were therefore expensed, in particular the real estate transfer tax
Depreciation and amortisation 2143 181  Optimisation, personnel matters, acquisition and integration  of EUR 65.3 million.
costs, capital market financing and M&A activities as well as other
EBITDA 942.4 2,272.8 . . . . . . .
atypical matters that distort the long-term result for the period. ~ Net income from the disposal of investment properties
Net income from the remeasurement These are composed as follows: Net income from the disposal of investment properties was com-
of investment properties -382.4 -1,863.7 i
posed as follows in 2022:
Non-recurring special effects 37.0 102.8
Net income from the disposal of
investment properties 1.5 0.9 . .
Non-recurring special effects
Net income from the disposal of real
estate inventory 0.2 -0.6 01.01- 01.01.-
€ million 31.12.2022 31.12.2021
EBITDA (adjusted) 598.7 512.2
Rental income ~799.1 —683.9 Project costs for business model and
process optimisation 5.2 9.4
Maintenance expenses 57.1 65.7
Personnel-related matters 4.2 5.0
Management costs (sign reversal) 143.3 106.0
Acquisition and integration costs 20.5 80.0
Maintenance expenses 57.1 65.7
Capital market financing and
Leasehold land interests -37 -5.2 M&A activities 21l 2.5
EPRA costs (including direct vacancy costs) 196.7 166.5 Others special effects 5.0 5.9
Direct vacancy costs -13.6 -115 Non-recurring special effects 37.0 102.8
EPRA costs (excluding direct vacancy costs) 183.1 155.0
Rental income 799.1 683.9
Leasehold land interests —3.7 -52
i 795.4 78.7 . . . .
Gross rental income s 678 Net income from the disposal of investment properties
EPRA cost ratio . .
(including direct vacancy costs) 24.7% 24.5% . unaudited unaudited 01.01. - 01.01. -
€ million Q4 2022 Q4 2021 31.12.2022 31.12.2021
EPRA cost ratio
(excluding direct vacancy costs) 23.0% 22.8% Income from the disposal of investment properties 12.1 3.6 51.0 31.8
Adjustment for maintenance 57.1 65.7 Carrying amount of the disposal of investment properties -12.1 -36 -51.3 -31.8
A.djuste.d EP_RA costs Costs of sales of investment properties sold -0.3 -0.3 -1.2 -1.0
(including direct vacancy costs) 139.6 100.8
I Net income from the disposal of investment properties -03 -0.3 -15 -1.0
Adjusted EPRA costs
(excluding direct vacancy costs) 126.0 89.3 Valuation gains induced by disposals (included in net
R R income from the remeasurement of investment properties) - 0.4 - 1.6
Adjusted EPRA cost ratio
(including direct vacancy costs) 17.6% 14.9% Adjusted net income from disposals -03 0.1 -15 0.6
Adjusted EPRA cost ratio
(excluding direct vacancy costs) 15.8% 13.2%




57

GROUP MANAGEMENT REPORT
Economic report | Analysis of net assets, financial position and results of operations

There was an increase in disposals of investment properties in the
reporting period.

Income from disposals amounted to EUR 51.0 million (previous
year: EUR 31.8 million). The increase in income from disposals
essentially results from two major block sales for which the con-
tracts were signed in the 2021 financial year but transfer of owner-
ship took place in the financial year 2022.

Net income from the remeasurement of

investment properties

Net income from the remeasurement of investment properties
amounted to EUR 382.4 million in the reporting year (previous
year: EUR 1,863.7 million). Based on the property portfolio at the
beginning of the financial year (EUR 19,178.4 million) and taking
acquisitions into account (measured at EUR 288.5 million), this
corresponds to an increase of 2.0 % (previous year: 12.5%).

The average value of residential investment properties was
EUR 1,789 per square metre as at 31 December 2022 (previous
year: EUR 1,706 per square metre) including IFRS 5 properties
and acquisitions and EUR 1,788 per square metre (previous year:
EUR 1,734 per square metre) not including acquisitions.

The increase in the value of the portfolio in the financial year
2022 is essentially a result of the reduction in the discount and
capitalisation rate as well as the increase in in-place-rents. An
opposite effect had the expected increase in maintenance and
management costs due to the current market situation.

The EPRA net initial yield is calculated on the basis of the annua-
lised net cash rental income for the financial year divided by the
gross market value of the residential property portfolio. The top-
ped-up net initial yield is determined by adjusting the annualised
net cash rental income for the costs of rental incentives granted.

EPRA net initial yield

€ million 31.12.2022 31.12.2021
Residential investment properties 18,942.5 17,978.5
Assets under construction (IAS 40) 188.1 -
Assets held for sale 3.3 32.3
Market value of the residential property

portfolio (net) 19,163.9 18,010.8
Estimated incidental costs of acquisition 1,843.6 1,765.1
Market value of the residential property

portfolio (gross) 21,007.5 19,775.9
Annualised net cash rental income of the

financial year 776.1 743.9
Cash income from operating and

heating costs 386.4 348.9
Cash expenses from operating and

heating costs -329.1 -360.7
Annualised gross cash rental income of the

financial year 833.4 732.1
Annualised maintenance expenses -57.2 -80.5
Vacancy and non-allocable operating costs -10.0 -7.0
Legal and consulting costs -5.0 -39
Property manager fee owners’ association -0.5 -0.4
Annualised property expenses -72.7 -91.8
Annualised net cash rental income of the

financial year 760.7 640.3
Adjustments for rental incentives 52 4.7
Topped-up annualised net cash rental

income of the financial year 765.9 645.0
EPRA Net Initial Yield in % 3.6 3.2
EPRA topped-up Net Initial Yield in % 3.6 33
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Net income from the disposal of real estate inventory

Net income from the disposal of real estate inventory amounts
to EUR - 0.2 million for the past financial year. The remaining
real estate inventory held as at 31 December 2022 amounts to
EUR 0.1 million and is land under development.

Net income from other services

Other services

unaudited  unaudited 01.01. - 01.01. -
€ million Q4 2022 Q4 2021 31.12.2022 31.12.2021
Income from
other services 10.1 3.5 28.4 13.6
Expenses in
connection with
other services -4.4 -2.8 -12.0 -7.9
Net income from
other services 5.7 0.7 16.4 5.7

Other services include the generation of electricity and heat, IT
services for third parties and management services for third-party
properties.

Among others, operating earnings from electricity and heat gene-
ration improved by EUR 5.1 million as against the previous year
as a result of the higher price level.
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Administrative and other expenses
Administrative and other expenses are composed as follows:

Administrative and other expenses

unaudited unaudited 01.01. - 01.01. -
€ million Q4 2022 Q4 2021 31.12.2022 31.12.2021
Other operating expenses -17.2 -91.2 -35.7 -104.1
Personnel expenses (administration) -7.6 -6.6 -28.4 -26.7
Purchased services -0.1 -0.6 -1.9 -15
Depreciation and amortisation -73.0 -1.2 -116.6 -4.1
Administrative and other expenses -97.9 -99.6 -182.6 -136.4
Depreciation and amortisation 73.0 1.2 116.6 4.1
Non-recurring special effects (administration) 14.8 88.8 26.4 96.2
Administrative and other expenses (recurring) -10.1 -9.6 -39.6 -36.1

The other operating expenses in the previous year essentially  Net finance earnings
resulted from the incidental costs incurred on the acquisition of
the Adler companies (mainly the real estate transfer tax of EUR

65.3 million). Net finance earnings
unaudited unaudited 01.01. - 01.01. -
The rise in depreciation and amortisation relates to the impair- € million Q4 2022 Q4 2021 31.12.2022 31.12.2021
ment of goodwill attributable to this item of EUR 112.4 million.
Interest income 2.5 1.2 2.5 13
Adjusted administrative expenses thus rose by EUR 3.5 million or  Interest expenses -39.7 -37.2 -143.0 -121.7
9.7 % as against the previous year. Net interest income -37.2 -36.0 -140.5 -120.4
Net income from other financial assets and other investments -45.1 3.0 -101.4 6.4
Net income from associates 0.3 0.3 0.3 0.3
Net income from the fair value measurement of derivatives -27.4 -7.8 121.5 -2.3

Net finance earnings -109.4 -40.5 -120.1 -116.0
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Interest expenses increased by EUR —21.3 million year-on-year
to EUR —143.0 million and include the interest expense from loan
amortisation, which rose by EUR - 1.8 million to EUR -22.2 million.
The rise in interest expenses essentially results from corporate
bonds issued after the prior-year period as well as loans granted.

The decline in other interest expense largely relates to the replace-
ment of an interest rate derivative, which resulted in a non-recurring
effect of EUR 4.5 million in the previous year.

The reduction in net income from other financial assets and other
investments to EUR -101.4 million is essentially due to the fair
value measurement of the equity investment in Brack Capital
Properties N.V.

In the reporting period, net income from the fair value measure-
ment of derivatives primarily resulted from changes in the fair value
of embedded derivatives from the convertible bond of EUR 123.0
million (previous year: EUR 3.5 million).

The average interest rate rose to 1.26 % as at 31 December 2022
(previous year: 1.06 %) based on an unchanged average term of
6.5 years (previous year: 6.5 years). The prior-year figures take into
account short-term, variable bridge financing for the pre-financing
of the Adler Group portfolio acquisition. Without the bridge finan-
cing, the average interest rate would have been 1.21 % and the
average term of the liabilities would have been 7.5 years as at
31 December 2021.

Income taxes

Income tax expenses
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unaudited unaudited 01.01. - 01.01. -
€ million Q4 2022 Q4 2021 31.12.2022 31.12.2021
Current tax expenses 2.9 -11 1%3] -4.5
Deferred tax expenses 21.7 -134.8 -271.9 -409.5
Income tax expenses 24.6 -135.9 -270.6 -414.0

The effective Group tax rate is 53.3 % (previous year: 19.4%) as
at 31 December 2022. The rise in the Group's tax rate as against
the previous year is essentially due to the one-off effect of good-
will impairment not taken into account for tax purposes and the
Llower net profit as a result as well as from the effect of the firsttime
non-applicability of the so-called extended trade tax reduction for
two property holding group companies.

The effective Group tax rate was impacted by the application of
the extended trade tax reduction.

Income taxes essentially relate to deferred tax liabilities on invest-
ment properties resulting from the portfolio remeasurement.

Income from current income taxes amounts to EUR 1.3 million
for the 2022 financial year. Current tax expenses amounted to
EUR 4.5 million in the previous year. The increase as against the
previous year is essentially due to prior-period effects. As in the
previous year, the offsetting of tax loss carryforwards resulted in
lower taxation.

Reconciliation to FFO

FFO | is one of the key financial performance indicator for Group
management in the financial year 2022. LEG distinguishes between
FFO I (not including net income from the disposal of investment
properties), FFO Il (including net income from the disposal of
investment properties) and AFFO (FFO | adjusted for capex).
Please refer to the segment reporting for further disclosures.



60

GROUP MANAGEMENT REPORT

Economic report | Analysis of net assets, financial position and results of operations

FFO I, FFO Il and AFFO were calculated as follows:

T28
—-—

Calculation of FFO I, FFO Il and AFFO

unaudited unaudited 01.01. - 01.01. -
€ million Q42022 Q42021 31.12.2022 31.12.2021
Net cold rent 202.5 174.2 799.1 683.9
Profit from operating expenses -7.2 -1.9 -12.4 -2.4
Maintenance for externally procured services -6.2 -22.1 -57.1 -65.7
Personnel expenses (rental and lease) -27.7 -26.4 -107.5 -87.9
Allowances on rent receivables -12.8 -4.5 -25.2 -10.3
Other -6.1 -1.2 13.5 16.0
Non-recurring special effects (rental and lease) 1.6 1.9 10.6 6.4
Net operating income (recurring) 1441 120.0 621.0 540.0
Net income from other services (recurring) 5.9 1.2 17.3 8.3
Personnel expenses (administration) -7.6 -6.6 -28.4 -26.7
Non-personnel operating costs -17.2 -91.8 -37.6 -105.6
Non-recurring special effects (administration) 14.8 88.8 26.4 96.2
Administrative expenses (recurring) -10.0 -9.6 -39.6 -36.1
Other income 0.0 0.0 0.0 0.0
EBITDA (adjusted) 140.0 111.6 598.7 512.2
Cash interest expenses and income FFO | -30.8 -22.6 -113.2 -86.7
Cash income taxes FFO | -17 0.1 -17 -0.6
FFO I (before adjustment of non-controlling interests) 107.5 89.1 483.8 424.9
Adjustment of non-controlling interests 0.2 -0.2 -1.8 -1.8
FFO I (after adjustment of non-controlling interests) 107.7 88.9 482.0 423.1
Net income from the disposal of investment properties (adjusted) -0.1 0.2 0.8 0.7
Cash income taxes FFO Il 29 -1.2 0.9 -39
FFO Il (incl. disposal of investment properties) 110.5 87.9 483.7 419.9
Capex -113.5 -100.9 -373.2 -330.9
AFFO (Capex-adjusted FFO 1) -5.8 -12.0 108.8 92.2
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At EUR 482.0 million in the reporting period, FFO | was 13.9 %
higher than in the previous year (EUR 423.1 million). The increase
essentially results from the rise in rental income with a constant
EBITDA margin of 74.9 % (ratio of adjusted EBITDA to net cold rent).

As a result of higher interest expenses, the interest coverage ratio
(ratio of adjusted EBITDA to cash interest expense and income)
declined from 591 % in the previous year to 529 % in the reporting
period with a simultaneous increase in net gearing (from 41.9 %
to 43.9%).

In conjunction with the reorganisation of the company’s manage-
ment, AFFO (capex-adjusted FFO I) will replace FFO | as the Group's
primary key financial performance indicator from the 2023 finan-
cial year.

Cash-optimised management necessitates a separation of ope-
rating cash generation from capital expenditure. Maintenance
expenses for purchased services and the own work capitalised
previously included in “Other” will no longer be reported in adjusted
net operating income moving ahead, and will instead be recognised
as an EBITDA adjustment.
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Taking the adjustment described above into account, FFO I, FFO Il and AFFO are calculated as follows: Starting from FFO | (after non-controlling interests), AFFO gene-
rally takes capitalised cost from modernisation and maintenance
into account. This procedure for the calculation of AFFO was

T29
- adjusted in conjunction with the realignment of the corporate
Calculation of FFO I, FFO Il and AFFO (new definition) management. In future, recurring capex alone will be deducted
capex (recurring)). Capex that benefits from government fundin
unaudited unaudited 01.01.- 01.01.- ( P i} ( g) P . X . 8 X g
€ million Q4 2022 Q4 2021 31.12.2022 31.12.2021 is defined as non-recurring. Consolidation effects from inter-
company results relating to own work are also eliminated. The
Net cold rent 202.5 1742 799.1 683.9 reconciliation breaks down as follows:
Profit from operating expenses -7.2 -1.9 -12.4 -2.4
Personnel expenses (rental and lease) -27.7 -26.4 -107.5 -87.9 E
Allowances on rent receivables -12.8 -4.5 -25.2 -10.3 L X
Reconciliation capex (recurring)
Other -7.7 -1.2 -4.2 -0.2
unaudited  unaudited 01.01. - 01.01.-
Non-recurring special effects (rental and lease) 1.6 1.9 10.6 6.4 € million Q42022 Q42021  31.12.2022  31.12.2021
Net operating income (recurring) 148.7 1421 660.4 589.5
Investments
Net income from other services (recurring) 59 1.2 17.3 8.3 in investment
properties -110.0 -101.7 —377.7 -335.6
Personnel expenses (administration) -7.6 -6.6 -28.4 -26.7
Investments in
Non-personnel operating costs -17.2 -91.8 -37.6 -105.6 property, plant and
Non-recurring special effects (administration) 14.8 88.8 26.4 96.2 equipment -63 18 -82 =55
Administrative expenses (recurring) -10.0 -9.6 -39.6 -36.1 Capital expenditure -1163 -108.5 o -3411
. Subsidised
Other income 00 00 00 0.0 investments 0.0 0.0 0.0 0.0
EBITDA (adjusted) 144.6 133.7 638.1 561.7 Consolidation
Cash interest expenses and income FFO | -30.8 -22.6 -113.2 -86.7 effects 2.8 2.6 12.7 102
Cash income taxes FFO | 1.7 0.1 17 ~0.6 Capex (recurring) -113.5 -100.9 -373.2 -330.9
Maintenance for externally procured services -6.2 -22.1 -57.1 -65.7
Own work capitalised 1.5 0.0 17.7 16.2
FFO | (before adjustment of non-controlling interests) 107.4 89.1 483.8 424.9
Adjustment of non-controlling interests 0.3 -0.2 -1.8 -1.8
FFO | (after adjustment of non-controlling interests) 107.7 88.9 482.0 423.1
Net income from the disposal of investment properties (adjusted) -0.1 0.2 0.8 0.7
Cash income taxes FFO Il 29 -1.2 0.9 -39
FFO Il (incl. disposal of investment properties) 110.5 87.9 483.7 419.9
Capex (recurring) -113.5 -100.9 -373.2 -330.9

AFFO (Capex-adjusted FFO I) -5.8 -12.0 108.8 92.2
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Net assets

Condensed statement of financial position

The condensed statement of financial position is as follows:

Condensed statement of financial position

€ million 31.12.2022 31.12.2021
Investment properties 20,204.4 19,178.41
Prepayments for investment properties 60.8 23.4
Other non-current assets 518.2 514.91

Non-current assets 20,783.4 19,716.71
Receivables and other assets 179.5 167.11
Cash and cash equivalents 362.2 675.6

Current assets 541.7 842.71

Assets held for sale 35.6 37.0

Total assets 21,360.7 20,596.41

Equity 9,083.9 8,952.91
Non-current financing liabilities 9,208.4 7,366.21
Other non-current liabilities 2,491.1 2,370.41

Non-current liabilities 11,699.5 9,736.61
Current financing liabilities 252.4 1,518.1
Other current liabilities 324.9 388.81

Current liabilities 577.3 1,906.91

Total equity and liabilities 21,360.7 20,596.41

" Previous year's figure adjusted due to finalisation of the purchase price allocation.

There was an increase in investment properties of EUR 1,026.0
million as against the previous year, essentially as a result of
acquisitions (EUR 325.8 million), valuation gains (EUR 382.4 million)
and value-adding capitalised modernisation measures (EUR 365.0
million). The share of total assets was 94.6 % as at the end of the
reporting period.

The change in goodwill is reflected in the other non-current assets.
Here, goodwill was written off in the amount of EUR 293.8 million.
In addition, the shares in BCP with a total book value of EUR 268.0
million are shown here.

The rise in rent receivables (EUR +10.3 million) and the deferral
of operating costs paid in advance (EUR +16.1 million) largely
defined the development of receivables and other assets.
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The development of equity since 31 December 2021 has essen-
tially been defined by the capital increase in conjunction with the
offer of the script dividend (EUR 113.2 million), the total compre-
hensive income (EUR 315.6 million) and the dividend payment
(EUR 296.5 million).

Financial liabilities increased essentially as a result of the borro-
wing of new loans of EUR 511.0 million. The reporting of maturity
structures has changed as at 31 December 2022 as a result of
the corporate bonds with long maturities issued in the amount of
EUR 1,500.0 million and the repayment of the short-term bridge
financing for the acquisition of the Adler Group portfolio in the
amount of EUR 1,400.0 million.

Deferred tax liabilities (reported under other non-current liabilities)
rose by EUR 298.9 million to EUR 2,319.7 million, in particular as
a result of net income from the remeasurement of investment
properties.

The decline in other current liabilities of EUR -63.9 million results
in particular from the repayment of tax liabilities and purchase
price liabilities.
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EPRA net tangible assets (EPRA NTA)

The key metrics relevant to the real estate industry and to LEG
are EPRA NRV, NTA and NDV. LEG has defined EPRA NTA as its
primary key figure. Another key financial indicator is EPRA NTA per
share.

T32
—

EPRA NRV, EPRA NTA, EPRA NDV

LEG reports EPRA NTA of EUR 11,377.2 million or EUR 153.52 per
share as at 31 December 2022. Deferred taxes on investment
properties are adjusted for the amount attributable to LEG's
planned property disposals. Incidental purchase costs are not
taken into account. The key figures are presented exclusively on
a diluted basis.
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31.12.2022 31.12.2021
€ million EPRA NRV EPRA NTA EPRA NDV EPRA NRV EPRA NTA EPRA NDV
Equity attributable to shareholders of the parent company 9,058.6 9,058.6 9,058.6 8,927.9 8,927.9 8,927.9
Hybrid instruments 31.0 31.0 31.0 455.7 455.7 455.7
Diluted NAV at fair value 9,089.6 9,089.6 9,089.6 9,383.6 9,383.6 9,383.6
Deferred tax in relation to fair value gains of IP and deferred tax on subsidised loans and financial derivatives 2,371.9 2,371.9 - 2,091.9 2,080.2 -2
Fair value of financial instruments -78.5 -78.5 - 95.2 95.2 -
Gooduwill as a result of deferred tax - - - -250.0 -250.0 -250.02
Goodwill as a result of synergies - - - - -43.7 -43.72
Intangibles as per the IFRS balance sheet - -58 - - -3.8 -
Fair value of fixed interest rate debt - - 1,208.3 - - -307.4
Deferred taxes of fixed interest rate debt - - -643.6 - - 59.5
Revaluation of intangibles to fair value - - - - - -
Estimated ancillary acquisition costs (real estate transfer tax)® 1,955.3 - - 1,843.9 - -
NAV 13,338.3 11,377.2 9,654.3 13,164.6 11,261.5 8,842.02
Fully diluted number of shares 74,109,276 74,109,276 74,109,276 76,310,308 76,310,308 76,310,308
NAV per share 179.98 153.52 130.27 172.51 147.58 115.872

1 Taking the ancillary acquisition costs into account would result into an EPRA NTA of EUR 13,332.4 million or EUR 179.90 per share (previous year: EUR 13,105.4 and EUR 171.74 per share).

2 Previous year's figure adjusted due to finalisation of the purchase price allocation.
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Loan to value (LTV) ratio

Net debt in relation to property assets rose as compared to the
relatively low increase in property values in the reporting period
on account of the higher additional debt financing.

As a result of the transition to IFRS 16, financial liabilities are cor-
rected by lease liabilities for which the corresponding right-of-use

asset is not reported as investment properties.

The loan to value ratio (LTV) is therefore 43.9 % (previous year:
41.9%).

Loan to value ratio

€ million 31.12.2022 31.12.2021
Financing liabilities 9,460.8 8,884.32
Without lease liabilities IFRS16

(not leasehold) 22.0 26.6
Less cash and cash equivalents? 402.2 745.6
Net financing liabilities 9,036.6 8,112.12
Investment properties 20,204.4 19,178.42
Assets held for sale 35.6 37.0
Prepayments for investment properties 60.8 23.4
Participation in other residential

companies! 306.7 119.2
Prepayments for acquisitions = 18
Real estate assets 20,607.5 19,359.82
Loan to value ratio (LTV) in % 43.9 41.92

1 The calcualtion was adjusted to the current market standard as of 31 March 2022.
The net financial liabilities are reduced by the short-term deposits, the real estate assets
are supplemented by the participations in other real estate companies. The figure as at
31 December 2021 was adjusted accordingly.

2 Previous year's figure adjusted due to finalisation of the purchase price allocation.

EPRA LTV

The European Public Real Estate Association (EPRA) has expanded
the Best Practices Recommendations Guidelines to include the
EPRA LTV ratio. Compared to LTV, hybrid debt instruments such
as convertible bonds are treated as financial liabilities until the
time of conversion. Furthermore, net debt and net assets of joint
ventures and significant associates are included and significant
non-controlling interests are excluded.

EPRALTV as at 31 December 2022
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LEG does not have any joint ventures as at 31 December 2022.
Kommunale Haus und Wohnen GmbH and Beckumer Wohnungs-
gesellschaft mbH are included as material associated companies.
In addition, BCP is included for reasons of transparency, although
it is not included as an associated company in the consolidated
financial statements of LEG Immobilien SE.

Group LTV Associated  Non-controlling inte- Total
€ million companies rests
Borrowings from Financial Institutions 3,780.0 134.0 -36.8 3,877.2
Hybrid financial instruments 950.0 - - 950.0
Bonds 4,780.0 87.4 - 4,867.4
Net payables 143 114.6 -6.4 122.5
Owner-occupied property (debt) 57.8 - - 57.8
Excluding cash and cash equivalents 362.2 62.4 -6.1 418.5
Net financing liabilities 9,219.9 273.7 -371 9,456.5
Owner-occupied property 86.4 - -0.4 86.0
Investments properties 19,880.8 367.5 -174.5 20,073.8
Properties held for sale 35.6 139.8 0.0 175.4
Properties under development 323.6 89.4 -0.1 4129
Intangibles 58 0.0 0.0 58
Real estate assets 20,332.2 596.8 -175.0 20,754.0
LTV 45.3 - - 45.6
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Financial position

Financing structure

The Group generated a net profit for the period of EUR 237.4
million (previous year: EUR 1,724.7 million). Equity amounts to
EUR 9,083.9 million (previous year: EUR 8,952.9 million) with an
equity ratio of 42.5% (previous year: 43.5%).

A cash dividend of EUR 183.3 million was paid from cumulative
other reserves in the reporting year.

For further explanations, please refer to the chapter “Financing” in
the “Economic report”.

Statement of cash flows
LEG's condensed statement of cash flows for 2022 is as follows:

Statement of cash flows

01.01. - 01.01. -
€ million 31.12.2022 31.12.2021
Cash flow from operating activities 389.0 353.7
Cash flow from investing activities -1,058.8 -2,751.9
Cash flow from financing activities 356.4 2,738.4
Change in cash and cash equivalents -313.4 340.2

Cash and cash equivalents declined by EUR -313.4 million year-
on-year from EUR 675.6 million to EUR 362.2 million.

Higher proceeds from net cold rent had a positive effect on the
development of cash flow from operating activities and offset
the rise in payments for interest and taxes. The cash flow from
operating activities has thus increased by EUR 35.3 million year-
on-year to EUR 389.0 million overall.

Acquisitions and modernisation work on the existing property
portfolio resulted in payments of EUR 748.2 million that are
reported under cash flow from investing activities. There are also
cash payments of EUR 77.9 million for investments in intangible
assets and property, plant and equipment, of EUR 9.2 million for
the acquisition of shares in consolidated companies and of EUR
293.3 million for further shares in BCP. This was offset by pro-
ceeds from property disposals of EUR 39.8 million and cash funds
invested on a short-term basis of EUR 30.0 million.

The utilisation of new loans in the amount of EUR 511.0 million,
repayments of EUR 1,438.6 million including the repayment of
the bridge financing for the acquisition of the Adler Group port-
folio of EUR 1,400.0 million and the issuance of a corporate bond
of EUR 1,482.4 million all contributed to the cash flow from finan-
cing activities. The dividend payment is at the previous year's
level in 2022, down slightly by EUR 2.3 million at EUR 183.3
million.

LEG was solvent at all times in the past financial year.
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Risks, opportunities and forecast report

Risk and opportunity report
Governance, risk & compliance

Standard process for integrated management of corporate risks
LEG regularly reviews opportunities to promote the development
and growth of the Group. In order to take advantage of opportuni-
ties, risks may also have to be taken. It is therefore essential that
all key risks are recognised, assessed and professionally managed.
As part of its responsible handling of risk, a Group-wide structure
for the identification, assessment and monitoring of risks has been
implemented. Central components of this are the risk manage-
ment system (RMS), the internal control system (ICS), the com-
pliance management system (CMS) and Internal Audit.

Accounting process

LEG has a clear and transparent organisational, control and
management structure. The duties within the accounting process
are clearly defined and explicit roles are assigned. Self-control,
the dual/multiple control principle, the separation of functions
and analytical audit procedures are central elements in the
accounting process. The accounting process is aided by standard
software in that IT authorisations reflect the authorities described
in the guidelines and thereby guarantee system control. There is
integrated central accounting and operating and central controlling
for the key Group companies. The uniform Group-wide accounting,
account assignment and measurement criteria are regularly
examined and updated.

Internal control system

As an integral part of corporate governance, the ICS helps reduce
risks related to (financial) reporting, operating activities and
compliance through process-integrated measures (e. g. internal
controls and organisational safeguards) and process-independent

measures (e. g. control self-assessments and third-party assess-
ments). The ICS makes it possible to improve and safeguard the
company's success and serves to protect the company’s assets
and avoid or identify fraudulent behaviour.

In the past, LEG established an internal control system (ICS) in
line with the relevant legal provisions and industry standards that
comprises principles, procedures and measures aimed at ensuring
proper accounting and procedures. As part of a Group-wide ICS
project, methodological improvements were made to the existing
ICS for LEG as a whole. This included consideration of the Finan-
cial Market Integrity Strengthening Act (FISG) that came into
effect on 1 July 2021.

" ou

LEG's ICS comprises the components “control environment”, “risk
assessment”, “control activities”, “information and communication”
and “monitoring activities” (see COSO 2013 - Internal Control -

Integrated Framework). Objectives of the ICS:

- Fulfilment of and compliance with the legal provisions and
guidelines applicable to LEG

- Targeted monitoring of business processes

- Ensuring the effectiveness and economic viability of business
activity (in particular the protection of assets, including the
prevention and identification of asset losses)

- Ensuring the regularity, completeness and reliability of internal
and external accounting

Regarding the accounting process, the aim and purpose of the ICS
is to ensure the application of statutory requirements and the cor-
rect and complete recording of all transactions. Regarding busi-
ness processes, which are divided into strategic, operational and
support processes, LEG's ICS ensures that all relevant recurring
transactions are recorded and presented accurately, completely
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and in accordance with statutory requirements in addition to
being verified and monitored on an ongoing basis. The ICS thus
has a preventative and detective function and aims to ensure that
company processes go as intended.

LEG processes that are defined as material as part of a quantitative
and qualitative risk assessment are centrally recorded in process
management software and documented in detail. Based on these
process descriptions, material risks were identified and corres-
ponding controls put into place. The risk-control matrix derived
from this is the binding basis for half-yearly reporting to the
Management Board and the Risk and Audit Committee of the
Supervisory Board. LEG's Management Board has delegated res-
ponsibility for implementing and conducting internal controls and
establishing and implementing corresponding measures to
resolve any control weaknesses to those in charge of processes
and controls. Controlling and Risk Management manages metho-
dological and functional ongoing development and the effective-
ness evaluation. Internal Audit also assists with the effectiveness
evaluation as part of its regular audits. Process management
ensures that the processes and the ICS controls in place are up
to date.

A suitable, effective ICS is necessary to ensure that all material
business processes function properly. This requires the appropriate-
ness and effectiveness of the company's principles, procedures
and measures to be regularly assessed. Appropriateness and
effectiveness are assessed at LEG using a control self-assessment
(CSA). The CSA is conducted each year on the basis of a standar-
dised methodology and based on two successive modules:

- Review of appropriateness
- Review of effectiveness
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The aim of the review of appropriateness is to assess whether the
control descriptions are up to date and sufficiently precise and
therefore appropriate for reducing the underlying control risk. The
review of effectiveness is conducted in accordance with rolling,
risk-based CSA review planning, a new version of which is approved
each year. The aim of the review of effectiveness is to assess
whether the control activities are actually implemented during
the period of time under review as described in the control
description. This target/actual comparison is carried out for mate-
rial control activities on the basis of spot checks, taking into
account the population. In the event of deviations, corresponding
measures are taken to resolve the control weaknesses. The CSA is
supplemented by quality assurance by Controlling and Risk
Management and by rolling partial reviews by Internal Audit. The
Management Board reports the results of the reviews of appro-
priateness and effectiveness to the Risk and Audit Committee
twice a year. On this basis, the Risk and Audit Committee of the
Supervisory Board review the functionality of the internal control
system.

Compliance management

Compliance is a key element of responsible and successful cor-
porate governance at LEG. LEG has an interest in ensuring the
trust of its tenants, customers, business partners, employees,
shareholders and the public in its corporate governance. LEG's
compliance management system (CMS) is designed with this in
mind. In particular, it includes the following elements:

Declaration of fundamental values

LEG's declaration of fundamental values describes the company’s
objective and strategy, as well as the values that form the basis of
LEG's work with customers, employees, investors, business part-
ners and society.

Code of Conduct

LEG's Code of Conduct describes its declaration of fundamental
values in more detail and translates the values set out here for
everyday business into regulations for the conduct of our emplo-
yees. It contains regulations for areas such as ethics, compliance,
corruption prevention, conflicts of interest, data protection,
discrimination and the protection of company property as well as
for political and social discussion and donations and applies to
everyone who works for LEG. Details on these standards of con-
duct can be found in internal Group rules and guidelines, which
are published on the intranet.

Guidelines, especially guidelines aimed at preventing

corruption, human rights abuses and conflicts of interest
Group-wide guidelines include, in particular, guidelines aimed at
preventing corruption and conflicts of interest. These serve to
promote integrity among employees and avoid corruption and
conflicts of interest. The guidelines explain the terms integrity
and conflict of interest, as well as explaining and defining bans
related to bribery and corruption. The objective of the guidelines
is to make employees aware of the development and risks of situ-
ations that are susceptible to corruption in all areas of LEG and to
clarify the applicable compliance requirements. They therefore
help prevent corruption. It is the responsibility of every employee
and manager to comply with these guidelines. There is a zero-
tolerance-policy in place. Other guidelines concern the topics
employees and diversity, whistle-blower, environmental and
water and respect for human rights.

Business Partner Code

LEG's Business Partner Code is agreed with business partners, is
binding and sets out collaboration principles to guarantee inte-
grity, reliability and economically and ethically sound standards
of conduct as well as standards regarding environmental protection.
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Based on these fundamental provisions, the CMS bundles measu-
res intended to ensure compliance with legal provisions and
internal guidelines. CMS measures include frequent and ad hoc
training sessions for employees. All new LEG employees are
trained in the area of compliance, with a particular focus on data
protection. All employees also complete annual online training
sessions in these and other areas on LEG’s learning platform, die
Akademie. The LEG CMS also features an electronic whistle-
blower system that employees and third parties can use to report
potential compliance violations around the clock, remaining
anonymous if they choose to do so. All information is carefully
investigated and corresponding measures are taken if violations
are detected.

The regular analysis of compliance risks in combination with the
early recognition of significant business and litigation risks, and
the corresponding countermeasures, are at the heart of the CMS.

LEG has appointed a Compliance Officer to head up the CMS. The
Compliance Officer assists executives in ensuring compliance. He
is also in charge of employee compliance training and advice. At
regular meetings, the heads of Internal Audit, Law and Human
Resources departments discuss the design of the compliance
management system. Permanent benchmarking against other
CMS and independent assessment by external experts also serve
to ensure the continuous development and improvement of the
CMS. In 2019, LEG's CMS was certificated by the Institute for Cor-
porate Governance in the German Real Estate Industry. Following
a successful repeat audit, the certificate was awarded again in
2021 and is now valid until 2024.
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Compliance is assigned to the Legal and Compliance depart-
ment, whose head reports directly to the CEO of LEG.

The Risk and Audit Committee of the Supervisory Board discusses
the topic of compliance on a regular basis and reports to the
Supervisory Board accordingly. In the event of urgent notification
of serious cases, the Management Board and the Supervisory
Board committees are promptly informed of significant develop-
ments in the area of compliance.

Risk Management

LEG has a Group-wide risk management system (RMS). A key
component is the Group-wide risk early warning system. This
system is supported by the Risk2Chance (R2C) IT tool.

The coordination and monitoring of the overall system, the orga-
nisation of processes, methodological approach and responsi-
bility for the IT tool used fall within the purview of Controlling and
Risk Management. The organisational structure that has been
implemented and regular consultation with the Planning, Repor-
ting, Accounting, Project Management and Internal Audit depart-
ments thus allows uniform, traceable, systematic and consistent
procedures. As such, the conditions have been created to identify,
analyse, assess, control, document, communicate and track the
development of risks.

LEG's risk early warning system was examined by an auditing
company regarding the requirements of the German Stock Corpo-
ration Act as part of its audit of the annual financial statements.
The audit found that the Management Board has taken the mea-
sures prescribed by section 91 (2) AktG on establishing an appro-
priate risk early warning system and that the risk early warning
system is suitable for identifying developments that could jeopar-
dise the continued existence of the company at an early stage.

The risk management system in place is subject to a constant
process of development and optimisation to adapt it to new inter-
nal and external developments. For example, a project on the new
EU Supply Chain Act (relevant for LEG from 1 January 2024) was
launched in the financial year. This project also assesses the
implications for risk management. In addition, a project was started
that is designed to better anticipate the impact of climate change
on LEG. The objectives include generating an even more in-depth
risk assessment for the TCFD risks (Task Force on Climate-related
Financial Disclosures) introduced by LEG in 2021.

At an operating level, the results of the quarterly risk inventories
are reported to the decision-making and supervisory committees.
The Management Board and those responsible for risk manage-
ment also discuss the assessment and management of the risks
identified and resolve and implement changes as necessary. In
addition to the quarterly risk reports to the Management Board,
material risks with a potential net loss of EUR 0.2 million or more
(in the basis scenario) must be immediately reported to the
Management Board.

Risk mitigation measures are also applied. In addition to the pro-
visions based on the IFRS regulations, these particularly include
building insurance (e. g. burst pipes, extreme weather, natural
events). As well as these building insurance policies, various com-
pliance issues are also insured.
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The risk inventory reports derived from the risk inventories also
include a so-called trend radar for an early recording of potential
strategic risks and chances. The foundation for all reporting are
the risk inventories, for which the uniform, traceable, systematic
and permanent procedures are based on the following assess-
ment content and schemes for risks.

Assessment content/schemes for internal risk reporting

In a uniform risk catalogue system - broken down by categories
and their subcategories - risks are identified and assessed by the
risk owners as part of a non-central, bottom-up analysis. The risk
catalogue comprises both strategic and operational risks. To help
substantiate and prioritise risks at LEG, they are assessed and
classified according to net liquidity impact and probability of
occurrence. The benchmark for assessing and classifying the
potential impact is the effect on liquidity and the income state-
ment according to the current business planning. The individual
risk assessment is therefore always based on the corresponding
change in liquidity and the income statement of the five-year
business plan adopted by the Supervisory Board.

LEG uses a risk assessment matrix consisting of four categories for
the liquidity impact of risk notifications (Y-axis). A risk assessment
model with four groups has also been established for probability
of occurrence (X-axis).
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The individual groups for assessing the impact on liquidity are as
follows:
a) Low: netimpact between EUR 0.0 million and EUR 0.5

million

b) Moderate: net impact between EUR 0.5 million and EUR
2.25 million

c) High: netimpact between EUR 2.25 million and EUR 11.25
million

d) Severe: netimpact upwards of EUR 11.25 million

The categories for the probability of occurrence are as follows:
a) Extremely high: 50% < x <100 %
b) High:20%<x<50%
c) Low:5%=<x<20%
d) Extremely low: 0% <x<5%

This model forms the basis for an assessment matrix that uses a
traffic light system (red, yellow, green) to classify the individual
risk notifications:

Risk matrix

| | | |
]
2 e | | |
£
z

low

extremely low high extremely
low high

Probability of occurrence

Overall assessment of risks and opportunities

General risks such as macroeconomic risks and market risks are
first discussed below. Continuing from the overall risks, those
risks that the company feels are particularly relevant for the next
two years are then discussed (net effect on liquidity of over
EUR 2.25 million, regardless of the probability of occurrence,
basis scenario). At the time of preparing this report, the Manage-
ment Board did not expect any risks to the continued existence
of LEG as a whole for the 2023 and 2024 financial years or for the
entire five-year planning horizon/risk identification period.

LEG's material opportunities are listed and discussed after this
reporting. These are based on the trend radar (part of the risk
inventory report to the Management Board). This section includes
material opportunities that can be influenced by LEG. Purely
social and/or political opportunities are not discussed. In particu-
lar, the areas of digitalisation/robotic process automation and
carbon neutrality (including energy efficiency upgrades, expan-
sion and use of green energy) are seen as creating opportunities in
the medium and long term.

Risk reporting

Macroeconomic risks

The German property market is influenced by general economic
factors beyond LEG's control. Geopolitical developments, the
development of the domestic and international business, and
changes on financial markets can therefore give rise to risk factors
for LEG's business model.

2022 was shaped by the war in Ukraine and related EU sanctions
on the Russian Federation, which resulted in a crisis on gas and
energy markets and took a significant toll on the German eco-
nomy. The resulting increase in energy costs, combined with
higher food prices, led to a loss of purchasing power among the
general public. Supply chain problems also continued to strain
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economic output and stoked inflation. The Federal Government
responded to this with social policy measures and relief packages.
LEG also took measures to ensure that higher energy costs do
not result in higher defaults. Nevertheless, this risk essentially
depends on the further extent and duration of the energy crisis.

To tackle rising eurozone inflation, between July and October
the ECB increased its key rate from 0% to 2 % in three stages. The
substantial increase in interest rates that this entails and the
potential for subsequent interest rate hikes poses the risk of
negative repercussions for property valuation (due to increase in
the discount rate in international valuation methods in accor-
dance with the DCF method) and for LEG'S financing conditions.
The effects of changes to interest rates on property valuation and
financing expenses are not immediate.

Higher materials, labour and financing costs, as well as high energy
requirements for new construction, have pushed up the cost of
new building and resulted in projects being cancelled or delayed.
As a result, the Federal Government's target of building 400,000
new homes a year will not be achieved. According to estimates
made by the GdW (Federal Association of German Housing and
Real Estate Companies) the number of new construction will only
amount to 242,000 units in 2023 and 214,000 units in 2024.
Demand pressure for rental housing will thus remain, which could
benefit LEG.

The Bundesbank expects a 0.7 % decline in real gross domestic
product in 2023 according to its monthly report December 2022.
However, Germany’s overall economic performance is expected
to pick up again from 2024 onwards. A lengthy recession could
have a negative impact on the German labour market and the
income of private households. As a result of this development,
demand for affordable housing could pick up, although this could
also be accompanied by an increased risk of payment default.
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The Climate Change Act and the requirements of the EU Taxo-
nomy in particular are driving structural change in almost all
areas, chiefly in the energy sector, industry, transport and the
property industry. At the same time, an increasingly ageing working
population and, in turn, a higher share of pensioners in Germany,
will also create structural demand for new labour. This will have
to mean a significant increase in labour immigration in order to
achieve the existing targets. This could have a positive effect on
the demand for affordable housing offered by LEG. On the other
hand, negative demographic change could reduce demand in the
long term.

Market risks

The majority of LEG's property portfolio is located in Germany's
most populous state, North Rhine-Westphalia (NRW). Properties
in numerous other states, primarily Lower Saxony, Schleswig-
Holstein and Bremen, supplement the portfolio's focus on NRW.

Demand for housing is driven to a large extent by demographic/
household trends in individual regions. LEG's portfolio, which is
spread over several German states, thus varies considerably, from
high-demand A and B cities such as Cologne, Miinster and Bremen
to rural districts where supply tends to exceed demand, such as
Markischer Kreis. Home ownership has become far less affordable,
firstly due to price developments in recent years and now also
due to construction financing costs in the form of far higher inte-
rest rates. As a result, we are seeing people moving from cities,
which tend to be more expensive, to outskirts or rural areas that
are still more affordable. Demand for rental housing is also rising
as ownership rates fall. Accordingly, the fact that LEG operates in
many areas allow it to benefit from the shift to other locations if
prices or demand decline in certain areas.

The opportunities and risks of regional submarkets are closely
analysed using internal and external sources of data. The external
data is sourced primarily from the Federal Statistical Office/state
statistical offices and from market reports from independent
intermediaries, analysis companies, banks, associations and ser-
vice providers. Internal data come largely from the Group data
warehouse and key figures based on this.

As part of the decision-making process for investments, forecasts
are prepared regarding future market development at the location
and for the property market as a whole. If this forecast is positive,
the probability of investment is higher. However, the market
development forecast is only one of many parameters that affect
the investment decision, alongside the technical requirements of
the properties and the management requirements.

Property asset valuation risks

Like all sectors of the economy, the property market is subject to
a long-term cycle. The growth cycle of recent years, with the
price rises that this entailed, was essentially based on an interest
rate environment that stimulated growth with low interest rates
combined with low inflation. The property market is therefore
also affected by the shift in the interest rate cycle towards rising
rates at the same time as high inflation. Price development
momentum has flattened considerably, with some submarkets
even seeing price declines when transaction volumes are low.
Investing in property as an asset is in competition with alternative
investments such as equities and bonds, as well as with alter-
native investment forms including cryptocurrencies, precious
metals and venture capital. As such, a relative increase in the
attractiveness of other forms of investment (e. g. due to yield or
liquidity advantages) may also have a negative impact on demand
and thus on the development of property prices. The more
sudden and unexpected the development in demand for other
investment forms, the more of an effect this change can have on
property values.
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Transactions actually made on the market, which can be used as a
benchmark for the company's own calculations, are relevant for
the valuation. As there is a time lag (in some cases of several
months) between when the sale is notarised, when the transac-
tion closes and when transaction data is published in official mar-
ket reports, the market may have already entered a substantial
correction phase even though the published data is still showing
prices increasing or levelling off. LEG attempts to reduce this
lag in publishing the data by staying close to the market through
permanently monitoring market developments and maintaining
constant dialogue with various relevant market players.

The property asset valuation, which is currently conducted twice
a year, is based on several different input factors that are derived
from independent market and forecast data where possible. Para-
meters for which no independent data is available that is suitable
for use in the valuation rely on estimates and are thus subject to
inaccuracies. Key parameters on the basis of external data are the
base discount rate, standard market rents, macro and micro situa-
tion assessments, standard market levels of structural vacancies
and official indicative land values.

Assumptions about future inflation, the parameters to assess the
technical condition of properties and the weighting of various
valuation parameters cannot be entirely objective and so are
influenced by subjective judgements. In particular, forward-looking
parameters and assessments are by their nature subject to a
higher risk of incorrect assessments, even though the basis data is
gathered with the utmost care. These incorrect assessments may
have either a positive or a negative effect on the value of the

property.



71

GROUP MANAGEMENT REPORT
Risks, opportunities and forecast report | Risk and opportunity report

Risk categorisation

LEG classifies the identified individual risks based on main risk
categories and risk subcategories. The following comments there-
fore generally refer to the individual risks in the respective main
risk categories and risk sub-categories.

Risk categories

Individual risks that would have a net effect on liquidity of over
EUR 2.25 million within the two years (2023/2024) if they occurred
are considered relevant (regardless of how likely they are to
occur). The risk categories in which such individual risks exist are

Main risk category Subcategory Net liquidity impact Probability of occurrence
General business risks Communication & image High Low
Other High Extremely high
Compliance risks Other Severe Extremely low
Property risks Modernisation and maintenance Severe Extremely high
Property management High Extremely high
Portfolio control Severe Low
Finances Bad debt losses High High
Rollover risk Severe Extremely low
Breach of covenants High Extremely low
Stability of bank partner Severe Extremely low
Liquidity risk - -
Interest rate risk Severe Extremely high
Debt risk/rating downgrade High Low
Accounting No relevant individual risks - -
Tax risks Taxes and levies Severe Extremely low
Human resources risks Other High Extremely high
Legal risks Liability/insurance risks Severe Low
Data protection High Extremely low
Information and communication risks System security/technology High Low
Project business risks General/commercial/technical project risks High High
TCFD risks Climate-related transition risks High High

Sustainability risks No relevant individual risks
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shown in the table below. If the individual risks identified are
eligible for provisions and have an "extremely high" probability of
occurrence, a provision was recognised as at 31 December 2022.

Given the general economic situation and industry-specific
developments, most year-on-year changes are shown under finan-
cial risks. By contrast, there is no relevant individual risk within the
accounting and sustainability risk main risk categories.

An economic risk was added in the General business risks cate-
gory that LEG cannot influence (shortfall of gas quantities already
secured at a price).

The risk situation in the compliance risks category is unchanged
against the previous year.

A modernisation and maintenance risk was added in the property
risks category. One risk in the management subcategory was
increased. Both cases relate to potential inflation developments
in the construction price index (general contractors linked to the
construction price index and development of construction materi-
als for modernisation and maintenance).

Various risks mostly already included in the previous year were
increased in the financial risk category. For example, the risk factors
stability of bank partners and medium-term interest rate deve-
lopment were increased. New risks were added regarding bad
debt losses from allocable ancillary operating cost statements
and BEG new construction subsidy for Efficiency Houses. A risk
regarding the integration of acquisitions was considerably
reduced as no acquisitions are planned for the next two years.
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As in the previous year, there are no relevant risks in the accounting
category.

The risk situation for the tax risks category is unchanged against
the previous year.

The risk situation in the human resources risks category (subcate-
gory “other”) is unchanged on the previous year.

In the legal risks category (subcategory “data protection”), the data
protection risk was downgraded compared to the previous year.
The risk of changes in tenancy law mentioned in the previous year
still exists, but is not currently classified as relevant.

The risk situation in the information and communication risks
category is unchanged against the previous year.

In the project business risks category, a risk was added in the com-
mercial project risks subcategory (construction cost increases
and availability of materials).

In the TCFD risks category, one risk has been added compared to
the previous year (market risks purchase).

In addition to the tabular presentation of the individual risks, the
main risk categories of LEG's business model, based on the risk
inventory of 31 December 2022, are explained in more detail
below regardless of their valuation levels.

General business risks
Under the LEG risk assessment matrix, general business risks are
a main risk category that contains relevant individual risks.

Covid-19 pandemic

LEG no longer considers the Covid-19 pandemic a risk. The crisis
team that was set up at the time continues to monitor the inci-
dence of infection and, where necessary, adapts the protective
measures introduced at any time to the development of the
pandemic.

Development of property prices and demand

Supply and demand for housing will still be the decisive factors
for future price development. It can be assumed that the long-
term general conditions in terms of supply (significant decline in
number of new build completions) and demand (continued high
level of migration to Germany, trend towards smaller households
and increasing living space) will continue.

Arrears and housing vacancies

Tenants could face financial hardship due to rising energy prices
and a potential recession, resulting in job losses, and therefore no
longer be able to meet their payment obligations in full or to a
substantial degree. No developments can be seen at present that
would indicate significantly higher receivables, bad debt losses
or vacancies. In the event of a severe recession, it could even prove
to be an opportunity specifically for LEG that the company has a
large number of affordable apartments and can thus benefit from
increased demand for this type of housing in times of recession.

Valuation of investments

LEG's cost of capital had been increasing considerably during the
last year due to high inflation and increased interest. Within the
framework of the annual valuation of the carrying amounts of
investments in accordance with IDW S1, this may require an amor-
tisation at individual companies within the Group. Depending on
the further development of markets and interests, additional
amortisation may be required in financial year 2023 which could
also affect the LEG Immobilien SE level.
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Compliance risks
Compliance risks are a relevant main risk category, which contains
individual risks according to the LEG risk assessment matrix.

Compliance or antitrust breaches can occur in particular where
there are business, contractual or even personal relationships
between employees of LEG and outside persons. Irregular lease
benefits can occur in letting business. Similarly, particularly on
markets characterised by housing shortages, unfair practices can
occur in the attempt to be given an apartment. These risks are
countered by organisational measures. Examples of these are the
use of standardised lease agreements, the stipulation of target
rents and advising prospective tenants that there is no commis-
sion on LEG apartments.

Services rendered by third parties can involve orders or invoices
that are not consistent with market standards. This can apply to
any kind of service or consulting, such as maintenance, agency or
financing services. In order to prevent fraud standardised agree-
ments including anti-corruption clauses have been prepared.
There is also a Code of Conduct that is binding for all LEG
employees as well as a Business Partner Code that all contractual
partners are expected to obey. A clear separation of functions
between procurement and invoicing has also been introduced as a
further organisational measure. Finally, the company is currently
preparing to introduce effective measures for compliance with the
statutory regulations of the German Act on Corporate Due Dili-
gence in Supply Chains, which comes into effect for LEG in 2024.
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Property risks

Modernisation/maintenance risks

Modernisation/maintenance risks are a risk subcategory, which
contains relevant individual risks according to the LEG risk assess-
ment matrix.

Legal and regulatory challenges, unexpected cost increases and
obstacles during the construction process could negatively
impact the economic viability of modernisation work. In addition,
new energy requirements, additional safety precaution obliga-
tions and expanded tenant protection regulations may neces-
sitate technical work on buildings that had not previously been
envisaged. As construction projects are usually subject to lead
times for planning, tendering and, where applicable, approval and
announcement, signs of regulatory changes can generally be well
anticipated and taken into account in the planning process. In par-
ticular, safety measures require action to be taken at short notice
if unforeseen events occur. In this case, a risk assessment is con-
ducted immediately and appropriate measures are initiated to
prevent risks to life and limb. The main causes of such events are
natural hazards (flooding, fire, earthquakes, storms).

Larger-scale maintenance and modernisation work is generally
carried out as part of construction projects. Accordingly, typical
project risks occur, in particular regarding deadlines, costs and
unforeseen events, which can result in a deterioration in planned
profitability in the case of projects where rent increases are
planned. Incorrect assessments, for example regarding tenants’
financial viability in the case of rent increases to cover moderni-
sation work, can also cause the economics of a project to deterio-
rate. Delays initially mean that rent increases are later to take
effect than planned, but they can also have implications for the
cost of a project, for example as a result of interim price increases

or additional costs to maintain the construction site and higher
interest. Hardship provisions or formal errors in implementing
modernisation-related rent increases can result in lower rent
increases than originally planned. These risks are taken into
account by way of intensive project controlling and by regularly
involving external experts.

Where state or federal subsidies are to be used for a construction
project, LEG is dependent on the availability of the subsidy. If fun-
ding is suspended in the time between project planning and the
application for/approval of the subsidy, this can negatively affect
the economic viability of the construction work.

Property management
Property management is a risk subcategory, which contains rele-
vant individual risks according to the LEG risk assessment matrix.

Technical risks may arise as a result of the quality, construction or
age of the buildings under management. These risks may be more
common for certain construction years or types of building. The
result of this is higher maintenance expenses to ensure that the
buildings can still be used. Particularly in the case of portfolio
acquisitions, there is an increased risk that structural deficiencies
may become noticeable only over time, despite careful technical
inspection by internal and external experts. If contractual relation-
ships are assumed with service providers in the context of acqui-
sitions, the conditions agreed may be worse than contracts that
the company negotiates itself.
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Even existing maintenance contracts may see their price/perfor-
mance ratio deteriorate over time compared to standard market
conditions. The obligation to follow building regulations, in parti-
cular regarding safety and fire protection, may entail increased
staff and maintenance costs. To minimise the risks involved
in technical management, LEG continues to focus its efforts on
pooling and standardising services, optimising processes and
integrated service management.

There are commercial property management risks in relation to
poor implementation of rent adjustments. In particular, post-
refurbishment rent adjustments are sometimes challenged by the
public and may meet with resistance by tenants. Particularly in
the case of portfolio acquisitions in which modernisation-related
rent increases were implemented by the former owner, there is a
risk that the agreed rent increases may not meet LEG's require-
ments. Despite careful review during the acquisition process,
there may therefore be increased legal disputes with the resulting
risks in the form of rent reduction claims.

Portfolio control
Portfolio risks are a relevant risk subcategory, which contains indi-
vidual risks according to the LEG risk assessment matrix.

LEG's property portfolio is analysed on an ongoing basis in terms
of technical, economic and market-related risks. This makes it
possible to respond to unexpected/unpredictable issues at an
early stage. This is accompanied by regular property and safety
inspections to minimise risks.
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A recession in Germany could significantly reduce tenants’ sol-
vency. The extent to which potential customers are willing to pay
for some types of housing offered by LEG could also be affected.
Demand for housing is also dependent on certain housing require-
ments in terms of size and amenities, and so this could result in
shifts that LEG cannot directly influence. As part of ongoing
management, these changes can be monitored or even anticipa-
ted so that LEG can address lasting changes as they appear by
taking corresponding measures. In submarkets with high levels of
investment activity, an increase in supply may result in homes of
a similar or better quality being offered at lower rents than LEG
projected. This may have an impact on LEG's ability to compete in
these markets, potentially giving rise to higher vacancy rates or
lower rental income. Ongoing monitoring of the rental market and
rapid adjustment processes when it comes to leasing reduce the
risks for LEG here.

Acquisition risks

Acquisition risks are a risk subcategory, which does not contain
any relevant individual risks according to the LEG risk assessment
matrix.

Acquisitions are subject to the structured acquisition process.
Internal and external experts are involved in reviews, ensuring
high-quality assessments of the quality of properties. Further-
more, this approach makes it possible to develop portfolio opti-
misation measures and their (rent) development. The reviews also
ensure that the required human resources and financing options
are identified.

In addition to the risk of incorrect assessments during the acqui-
sition, there is a risk that relevant information comes to light only
after the acquisition has been concluded. The risk here is that this

information will negatively affect economic assumptions and thus
impact the evaluation and/or profitability of properties. As far as
possible these risks are safeguarded against on the basis of gua-
rantees or declarations by sellers in purchase agreements with
guarantors of sufficiently high credit standing or for which money
is deposited in notarial accounts in individual cases. However,
these guarantees are subject to minimum and a maximum total
damage amount. If the seller either is unwilling to make the gua-
rantee or has a poor credit rating that prevents it from doing so,
matters relevant to an audit are subjected to an additional audit
in order to identify any risks. There is also the opportunity that
the properties acquired perform better than expected in terms of
rent, quality and occupancy rate as a result of extensive rent and
neighbourhood management by LEG.

In share deals, in which usually 89.9 % of the shares in the target
property company are acquired, LEG has the obligation to find an
investor for the remaining minority interest, or alternatively to
take on this minority interest itself, by a fixed date. Under current
legislation, the subsequent acquisition of the minority interest by
LEG triggers property tax for the entire transaction, which is not
generally part of the underlying business plan (see also the expla-
nations under the category tax risks).

No major acquisitions are planned at present on account of cur-
rent macroeconomic and industry-specific developments.

Sales risks
Sales risks are a risk subcategory, which does not contain any rele-
vant individual risks according to the LEG risk assessment matrix.
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LEG's sales activities consist of privatisation of individual apart-
ments and sale of individual properties for management and port-
folio optimisation. There was an increase in the sale of property
portfolios as part of the 2022 sales programme. The structured
sales process applied at LEG guarantees the safe selection of
disposal portfolios and the establishment of minimum sales
values, chiefly by involving a wide range of internal departments.
Moreover, the process allows sustainable and open market place-
ment of the properties to be sold and the selection of sound
purchasers with strong credit ratings.

The main risk is that the planned purchase prices are not possible
on the market. After sales have been made, guarantees can be
violated leading to a subsequent reduction in the purchase price
or, in the event of the buyer's failure to comply with contractual
obligations, the rescission of agreements.

Sales of high-volume portfolios are rather difficult to place on the
current market. The distribution and sale of individual properties
and homes proved to be the more significant sales channel in
2022. Current demand for portfolios declined to a very low level
by the end of 2022.

Finances
Bad debt losses

Bad debt losses risks are a relevant risk subcategory, which cont-
ains individual risks according to the LEG risk assessment matrix.

As a housing company, LEG is subject to bad debt losses. Pre-
cautions are taken to minimise this risk with standardised credit
checks for rentals, and by identifying problematic leases as
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part of active receivables management. This also entails initiating
appropriate countermeasures. The risk of bad debt losses exists
in individual cases.

Back payments from utilities bills for 2022 (created in 2023)
and 2023 (created in 2024) will likely increase on account of
the current energy crisis and the resulting rise in energy costs.
As it was not possible to increase the corresponding progress
payments in all cases, this could result in bad debt losses. The
Federal Government approved a range of relief packages for
tenants. LEG also developed specific instalment payment sche-
mes. The risk is reflected in accounting by recognising allowances
in an appropriate amount.

Rollover risk
Rollover risk is a risk subcategory, which contains relevant indivi-
dual risks according to the LEG risk assessment matrix.

Rollover risk describes the risk that, when financing expires, follow-
up financing cannot be prolonged or cannot be prolonged at the
anticipated conditions, thereby necessitating the repayment of
financing. This risk is limited at the LEG Group thanks to the long-
term financing structure and the distribution of maturities over a
period of several years. Its effect will gradually unfold over time,
depending on how interest rates develop moving forward.

Where appropriate, the rollover risk can be minimised by regularly
reviewing existing financing and early refinancing. Even before the
phase of significant interest rate hikes, financing agreements were
agreed and financial instruments issued in 2022 that minimise
future rollover risk. Financing with a total volume of less than
EUR 120 million is due in 2023, representing 1.2 % of the total
financing portfolio. Financing does not come up for renewal in
higher volumes until 2024.

Even in the changed market environment, LEG still has access to a
broad spectrum of financing instruments on the bank, capital and
money markets. In addition, LEG has sufficient cash and cash
equivalents and credit facilities at its disposal to minimise refinan-
cing risks. The volume of working capital lines was increased from
EUR 400 million to EUR 600 million in 2022, with the commercial
paper programme also rising from EUR 500 million to EUR 600
million.

Breach of financial covenants

Breach of financial covenants is a risk subcategory, which contains
relevant individual risks according to the LEG risk assessment
matrix.

Failure to comply with contractually agreed financial covenants
can lead to the risk of extraordinary termination of financing
agreements. Such termination may also entitle other creditors to
terminate their financing agreements early under the contractu-
ally agreed cross-default regulations. A breach of financing agree-
ments can also lead to higher interest payments, special repay-
ments or the realisation of the collateral provided. In the event of
a failure to comply with covenants, access may be restricted to
rental income from the respective financing portfolios, which
could negatively impact LEG's cash flow generation.

Internal control processes have been implemented to ensure
ongoing compliance with financial covenants. The regulations on
financial covenants agreed with financing partners were complied
with in the 2022 financial year. Even given the current economic
environment with rising interest and inflation rates, there are no
indications that financial covenants will not be complied with
in future.
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Stability of bank partners (banking market)

Stability of bank partners is a risk subcategory, which contains
relevant individual risks according to the LEG risk assessment
matrix.

In light of the long-term business relationships, the stability of
core banks is a key criterion for LEG. Both the consistency of busi-
ness policy and the economic strength of financing partners are
key elements in this context. A deterioration in the economic situ-
ation of a bank or the banking market as a whole can trigger the
risk of a change in the financing partners' business policy, possibly
resulting in more restrictive lending, higher margins and thus
ultimately rising relative costs of debt.

The default of a financing partner can have an adverse economic
impact, particularly under contractual arrangements that give rise
to claims on the part of LEG, e. g. derivative interest hedges. The
internal guidelines for concluding new interest rate hedges there-
fore include corresponding minimum requirements regarding the
counterparty's credit rating.

Liquidity risk
Liquidity risk is a risk subcategory, which contains no relevant indi-
vidual risks according to the LEG risk assessment matrix.

Ensuring solvency at all times is constantly monitored by means
of a rolling liquidity plan. The binding internal treasury policy
stipulates that a defined minimum liquidity reserve must be
maintained. Sufficient cash and cash equivalents were available
to cover all LEG's obligations at all times in the past financial year.
Given the highly stable cash flow from the management of resi-
dential properties, no circumstances that could give rise to a liqui-
dity bottleneck are currently foreseeable.
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To expand liquidity reserves, the volume of short-term credit
facilities was increased from EUR 400 million to EUR 600 million
in 2022, with the commercial paper programme also rising from
EUR 500 million to EUR 600 million.

Changes in interest rates
Changes in interest rates is a risk subcategory, which contains rele-
vant individual risks according to the LEG risk assessment matrix.

The interest rate risk mainly arises from financing agreements
without long-term interest rate agreements. Due to the predomi-
nant use of fixed interest rates and interest rate swaps, around
94 % of LEG's liabilities are hedged long-term and so the interest
rate risk is largely limited due to the existing financing structure.
LEG also accounts for the current market environment and rising
interest rates by constantly monitoring capital market perfor-
mance and includes expected interest rate changes in business
planning and risk management.

Debt risk/rating downgrade

Debt risk/rating downgrade risk is a risk subcategory, which con-
tains relevant individual risks according to the LEG risk assessment
matrix.

The leverage ratio has a significant effect on the assessment of
LEG's economic situation and therefore on its access to the finan-
cing market. LEG also plans to maintain a conservative leverage
ratio in the future. In the current market situation, LEG will thus
make increased use of internal financing options and employ debt
financing to a lesser degree. The current rating by the ratings
agency Moody’s confirms the investment grade rating Baal. The
change in the rating outlook from stable to negative reflects the
changed business environment within the property sector as a
whole, especially in terms of interest rates and the related rise in
financing costs.

Accounting
Accounting is a main risk category, which does not contain any rele-
vant individual risks according to the LEG risk assessment matrix.

Risks may result from a failure to comply with statutory regulations,
which could lead to incorrect annual, consolidated or quarterly
financial statements. Secondly, violations of other regulatory
requirements such as the German Corporate Governance Code,
or disclosure obligations could, for example, result in a limited
qualified audit opinion or record of denial, reputational damage
or negative effects on the share price. An internal control system
for the accounting process is in place to counteract this risk.

Tax risks

Taxes and levies

Taxes/levies are a risk subcategory, which contains relevant indi-
vidual risks according to the LEG risk assessment matrix.

Tax risks from external audits can achieve a relevant magnitude if
they occur. The current external audits for 2009 to 2012 and 2013
to 2016 are largely completed. Audit orders for 2017 to 2019 have
been announced.

In principle, the tax regulations on a ceiling for interest expenses
limit the tax deduction from net interest expenses (i.e. after
deduction of interest income) to 30 % of taxable EBITDA. Applying
the escape clause also allows an additional interest deduction.
This provides for unlimited interest deductibility if the Group's
equity ratio is not significantly higher than the equity ratio of
the individual operation. LEG has utilised the escape clause in
the past.
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Before acquiring shares in property companies, LEG transferred
properties to these companies. In the opinion of the tax authorities,
a higher assessment base for real estate transfer tax could be
applicable to the entire transaction. Appeal proceedings are pen-
ding at the German Federal Fiscal Court for one comparable case.

The amendments to the German Real Estate Transfer Tax Act
that came into force in 2021, particularly the addition of the new
notional state of affairs involving a change in ownership at stock
corporations, could also result in real estate transfer tax being
incurred with existing structures for listed property companies.

Human resources risks
Human resources risks are a main risk category, which contain rele-
vant individual risks according to the LEG risk assessment matrix.

SOKA-BAU is the joint name for the holiday and wage compen-
sation fund and the supplementary health insurance for the con-
struction industry. The construction companies pay contributions
to SOKA-BAU in an amount determined by collective agreements
or by the German Act to Secure the Social Funds Procedure (Soka-
SiG). These contributions are determined such that they can
finance SOKA-BAU's payments. In legal proceedings, SOKA-BAU
demands corresponding contributions from TechnikServicePlus
GmbH (51 % LEG subsidiary) and has also initiated legal procee-
dings for past periods. Appeal proceedings for the contribution
year 2017 are currently underway against the second-instance
ruling in favour of SOKA-BAU. Appeal proceedings against the
first-instance ruling in favour of SOKA-BAU are currently underway
for the 2018 contribution year. TSP is still of the legal opinion
that it is not a construction company and so it filed a constitutio-
nal complaint in 2022.
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Human resources management faces major strategic challenges
in irreversible megatrends such as demographic and technolo-
gical change and the changing values of younger generations. LEG
will meet these challenges mainly with targeted HR development
and with measures and activities geared to the needs of current
and future staff that contribute to LEG's employer branding and
employee satisfaction. In connection with this, LEG entered into
a works agreement on more flexible working hours and remote
working. LEG again participated in a “Great Place to Work" emplo-
yee survey in 2022, the results of which were again better than in
the previous survey.

Being and remaining an employer of choice requires a variety of
measures to motivate qualified employees and managers in the
long term and to ensure their loyalty to the company. Activities
that promote team spirit outside day-to-day business also play an
important role for LEG.

Legal risks

Liability/insurance risks

Liability/insurance risks are a risk subcategory, which contains rele-
vant individual risks according to the LEG risk assessment matrix.

All LEG's employees and executive bodies must comply with the
statutory regulations on insider trading (Market Abuse Regula-
tion). Violations mean the personal liability of those concerned
and a loss of reputation by LEG. There are also significant risks of
fines for LEG. Arisk relevant to LEG could result from this.

Information on LEG is regularly analysed for its significance to LEG
and, if the legal requirements are met, categorised as insider
information — sometimes even just as a precaution. If information
really is insider information, it is communicated only among a
select group of participants and the participants are expressly
advised that this is confidential.

Furthermore, there are statutory lists of insiders and the persons
on it, and persons likely to come into contact with insider informa-
tion, receive special instruction - as soon as such insider infor-
mation exists. In addition, there is an ad hoc committee that,
firstly, can be reached at all times to discuss developments at
short notice by using a group e-mail address created for this pur-
pose and corresponding telephone directories; secondly, this
committee meets regularly to discuss project issues and other
fundamental issues concerning LEG's ad hoc obligations. Finally,
technical measures have been set up to guarantee the technical
publication of ad hoc disclosures at all times. As a result of these
measures, the probability of occurrence of these risks is rated as
Llow. Finally, LEG is protected against any claims under securities
trading law with basic insurance.

Contract risks
Contract risks are a risk subcategory, which does not contain rele-
vant individual risks according to the LEG risk assessment matrix.

Risks in connection with warranties and legal disputes arise in
particular from purchase and sale projects and the contracts on
which they are based. Sufficient provisions for these were recog-
nised in previous years.

Legal disputes
Legal disputes are a risk subcategory, which does not contain rele-
vant individual risks according to the LEG risk assessment matrix.
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In legal disputes, LEG distinguishes between active and passive
proceedings. Active proceedings are all proceedings within LEG in
which it is claiming a receivable. These can be payments in arrears
under leases (low disputed values/high number of cases) or other
claims, such as defect warranty proceedings from former const-
ruction activities (high disputed values/low number of cases).
Active rental proceedings (rent receivables) are conducted out of
court by the officers in charge (receivables management) and, if
unsuccessful, reviewed by case management, a unit within Legal,
Internal Audit and Compliance, Governance Bodies and Human
Resources, and then passed on to a law firm. Active proceedings
with a high disputed value are first examined by the Legal depart-
ment in terms of the prospects of success. Thereafter a third-
party lawyer may be engaged to collect the receivable. The
further development of such proceedings is monitored by Legal.

Passive proceedings are all those in which receivables are claimed
from LEG. Passive proceedings are always first passed on to the
Legal department. It assesses the prospects of successfully
defending against the claim and a third-party lawyer may be
engaged to do so. The further development of such proceedings
is monitored by Legal.

Claims are made against LEG on various grounds. The most com-
mon of these in terms of volume are past purchases/sales of
properties or shares, and in connection with the intended use of
subsidies. The risk reported last year concerning the recalling
of subsidies no longer exists as the matter has been settled.

Data protection, other legal risks and legislative changes
Changes in the law is a risk subcategory, which contains relevant
individual risks according to the LEG risk assessment matrix.



78

GROUP MANAGEMENT REPORT
Risks, opportunities and forecast report | Risk and opportunity report

General legal risks and, in the event of the risk materialising, the
disadvantages to LEG can arise in particular if legal stipulations
are not or only insufficiently complied with. In addition, risks can
arise if new laws or regulations are passed, or existing ones are
amended, or if the interpretation of laws and regulations already
in place changes. For example, risks can result with regard to
technical building facilities or the conditions of the rental agree-
ments for LEG's residential properties. Examples of new legal
developments and requirements include rent control legislation
and data protection. LEG has assigned specialist employees to
monitor these developments in order to identify risks early on. If
risks occur, LEG minimises their impact through appropriate orga-
nisational measures, such as implementing modernisation measu-
res or amending contracts and processes. Provisions and write-
downs are recognised as necessary.

Current legal and political developments also pose risks. These
include the German Telecommunications Modernization Act
(TKModG) that came into effect in 2023, under which it will no
longer be possible to allocate the costs for TV cable contracts
signed by the landlord to incidental rental costs, as well as vari-
ous energy price caps and the EU's efforts to introduce mandatory
asbestos screening, reporting and removal before renovation or
modernisation work begins and national public asbestos registers.

These risks depend on political decisions and are therefore diffi-
cult for LEG to influence. Only through work in property industry
associations and dialogue with politicians and parties can LEG
attempt to exercise political influence.

Information and communication risks

Information and communication risks are a risk subcategory, which
contains relevant individual risks according to the LEG risk assess-
ment matrix.

IT applications and systems are essential to providing seamless
support for LEG business processes. In-house solutions are thus
secured by redundant components. If IT services are outsourced,
their availability is ensured through service level agreements with
the service provider. Given the rising threats posed by cyber
criminals, as well as established IT security measures (e.g. pene-
tration tests) LEG has also introduced numerous other measures
(e.g. compromise assessment). These measures, as well as Group-
wide multi-factor authentication, considerably improve IT security
and further reduce the risks of cyber attacks or access by unau-
thorised parties.

Project business risks

General/commercial/technical project risks

Under the LEG risk assessment matrix, general/commercial/
technical project business risks are a main risk category that con-
tains relevant individual risks.

LEG pursues new construction activities for its own portfolio;
these are consistently controlled and monitored to avoid risks.
Construction services continue to be procured from renowned
project developers subject to strict technical and economic crite-
ria. The economic viability of new construction measures can be
negatively affected by changing legal and regulatory framework
conditions and changes to interest rates and construction costs.

LEG IMMOBILIEN SE Annual Report 2022

000

Contractual commitments with general contractors mean that
the construction project in question is economically dependent
on one company. If the general contractor defaults before or
during construction, new companies must be hired. This can incur
monetary expenses and/or delay the project.

Risks of an investment in a biomass combined heat

and power station

Risks of an investment in a biomass combined heat and power
station are a risk subcategory, which does not contain any relevant
individual risk according to the LEG risk assessment matrix. LEG
is the majority shareholder in a biomass heating power plant.
The complex technology could cause unplanned downtime,
thereby leading to risks. These risks include lost revenue or
unplanned costs of repairs. Audits are carried out on a regular basis
in order to prevent these risks. In addition, profits are expected
to be absorbed in 2023/2024 as a result of the energy price cap
(absorption of windfall profits from energy prices).

TCFD risks

(Task Force on Climate-related Financial Disclosures)

TCFD risks are a risk subcategory, which contains relevant indivi-
dual risks according to the LEG risk assessment matrix.

To mitigate future climate-related physical and transitional risks,
in 2021 LEG began integrating risks in the risk management sys-
tem in line with the TCFD recommendations. The Group's TCFD
risk assessment covers all risks posed by climate change (phy-
sical risks) and risks resulting from the shift to a green economy
(transitional risks). Risk potential is reported in monetary terms
and shown in the risk management software. These are also repor-
ted to the Management Board and the Risk and Audit Committee
of the Supervisory Board as part of quarterly risk reporting. Inte-
gration of these risk measures is being continuously expanded.
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The following individual climate risks/criteria are considered:

Climate-related physical risks

Regarding climate change, LEG assumes that climate change and
changing weather conditions will result in physical risks in the
long term. To mitigate future risks posed by climate change, LEG
has begun systematically recording and identifying building stock
that may be at a higher risk from changes in the climate. This is
central to LEG's long-term climate strategy. In this context, the
Group developed modernisation schedules for existing buildings
that could be exposed to the risk of climate change. This is taken
into account in the Group’s modernisation investment plans and
when putting these into effect. Acute risks such as extreme
weather are generally covered by building insurance policies. The
risk here is from rising insurance premiums, deductibles and limits
on compensation or the possibility that individual risks can no
longer be insured. LEG will continue to monitor the physical risks
according to the TCFD in order to focus on how these develop.

Climate-related transitional risks

LEG reviews fundamental and potential transitional risks accor-
ding to the TCFD on an ongoing basis in order to focus on how
these develop. Technological risks may be posed by disruptive/
new technological development, such as replacing oil and gas
heating with green/carbon neutral solutions. Likewise, changing
market prices for products and services, lower material availability
and changes in tenant preferences may occur.

Sustainability risks

Sustainability risks are a main risk category, which does not contain
any relevant individual risks or risks subject to reporting require-
ments according to the LEG risk assessment matrix.

In addition to conventional monetary risks, non-financial sustai-
nability risks have also been reported since 2020. Sustainability
risks are not assigned a monetary value and are instead measured
by their negative impact (low, medium, high) on the environment
and/or the company. No risks that are material for the environ-
ment and/or society were identified in the risk subcategories
upholding human rights, employee matters, environmental issues,
social issues or tackling corruption and bribery. The risk categories
shown align with the CSR (Corporate Social Responsibility)
Directive.

In order to identify developments that meet the "materiality cri-
teria for society and the environment” at an early stage, the risk
managers in question record sustainability risks that do not have
to be reported externally under current regulations and report
these to the Management Board and the Risk and Audit Committee
of the Supervisory Board as part of the risk inventory. In connec-
tion with this, relevant measures are established to manage or
adapt to potential sustainability risks.

LEG is also required as part of non-financial reporting to report on
sustainability risks that are associated with the Group's business
operations, business relations, products or services and that
would very likely have a severe negative impact on the aspects to
be reported.
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Report on opportunities

In addition to the opportunities discussed in the risk section, the
following significant opportunities of LEG are listed below. These
existed in the previous year too and will be a key driver of further
earnings performance in the medium to long term (in the five-year
planning horizon):

As at 31 December 2022, the property portfolio comprised
167,040 residential units, 1,611 commercial units and 46,636
garages and parking spaces. This makes LEG one of the leading
listed property managers of residential housing in Germany. Its
regional focus remains on North Rhine-Westphalia. Additionally
LEG is present in the federal states of Lower Saxony, Bremen,
Schleswig-Holstein, Hesse, the Rhineland-Palatinate and Baden-
Wiirttemberg. The consistently value-driven business model
combines the interests of shareholders and tenants. In view of
developments on the property market in 2022, LEG's growth stra-
tegy refocused on the sustainable development of its existing
portfolio, the selective expansion of tenant-oriented services and
services to improve energy standards in existing buildings.
Demand for affordable housing is continuing to rise.

Up to 2022, LEG placed far greater focus on leveraging economies
of scale through selective external growth. No further large-
volume acquisitions are planned at present in light of the current
market situation. The main reasons for postponing the transaction
business are:

- Greater focus on internal financing due to far higher
interest rates
Increased uncertainty regarding further property valuation,
which also considerably reduces transaction business on
account of uncertainty about future interest rates

- Substantial decline in the share price and, in turn, substantial
increase in the cost of equity
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Despite increasing shortages of affordable housing, made worse
by the decline in new construction and high levels of immigration,
both national and international investors are extremely reluctant
to invest on account of uncertainties on financial markets. However,
given the substantial amount of capital raised for investment in
European real estate, investment is expected to cease only tem-
porarily and interest in German residential properties as an asset
class should remain high.

LEG considers itself very well positioned and is experiencing con-
tinuous rental growth above the market average. This reflects the
quality of the property portfolio, considerable management
expertise and resilience to economic fluctuations. The main growth
drivers in free-financed housing are regular rent index adjustments,
adjustments in line with market rents particularly on new rentals
and value-adding investments. The cost of rent is adjusted at
regular intervals in the rent-restricted portfolio according to the
legal requirements and restrictions. Increasing the occupancy
rate on a like-for-like basis represents an additional opportunity.

Yet the challenges that the German Climate Change Act poses
for the German housing industry present considerable opportu-
nities for LEG. In 2021 LEG published its path to carbon neutrality
by 2045 - as per the Climate Change Act - and identified three
drivers for achieving this: (1) upgrading energy efficiency, (2)
expanding and using green energy and (3) tenants acting respon-
sibly to make a contribution. LEG already has a network of trades-
people and therefore the capacity and the expertise to make
these projects a reality. This will be a major factor in helping the
company stand out to property owners. For LEG, not only does
this present opportunities to improve its own portfolio, in the
future it also opens up business opportunities as not all property

owners will be able to make their properties carbon neutral. This
approach is confirmed by our first third-party order and the many
external inquiries directed at the joint venture Renowate, newly
established by LEG with the Austrian construction company
Rhomberg, for serial renovation work on existing buildings.

LEG also expects to benefit from opportunities from digitalisation.
Efficient and professional property management will mean mode-
rate incidental costs for tenants and so will increasingly become a
criterion that bolsters satisfaction and helps the company stand
out from the crowd for existing and potential prospective tenants.
LEG believes that it is well positioned here with its range of digital
services such as digital leases or the use of RPA (robotics process
automation) solutions and its new digital start-up Youtilly.

Further opportunities lie in a significant acceleration of the global
and European economy.

Summary of the opportunity situation

The opportunities listed offer possibilities for LEG beyond the
underlying forecast period. In particular, the topics of digitisation/
robotic process automation and climate neutrality (including
energy-efficient modernisation, expansion and use of green energy)
are seen as opportunities in the medium and long term. If oppor-
tunities arise in addition to the forecast developments, or if they
occur more quickly than expected, this could have a positive
impact on the net assets, financial position and results of opera-
tions of LEG.

Overall, the opportunity situation of LEG has not changed signifi-
cantly compared to the previous year.
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Forecast

LEG essentially achieved the targets that it set itself for the 2022
financial year. The following section compares the key perfor-
mance indicators achieved against the forecast from the previous
year.

In the previous year, LEG had defined target FFO | in a range bet-
ween EUR 475.0 million and EUR 490.0 million. In its quarterly
report as at 30 September 2022, LEG issued a more specific
expectation within the original range of between EUR 475.0 million
and EUR 485.0 million. FFO | of EUR 482.0 million for the 2022
financial year was thus within expectations.

Since financial year 2022, both the adjusted EBITDA margin and
the LTV are classified as most important performance indicators.

The adjusted EBITDA margin in the reporting year was 74.9 % and
thus in line with the guidance of ¢.75 % that had been forecast to
the capital market.

To ensure a defensive long-term risk profile, LEG specified that
the LTV (loan to value) should not exceed 43 % in the mid term. In
light of the devaluation of the property portfolio in the second
half of 2022, LTV increased to 43.9 % as at 31 December 2022.

LEG had forecast like-for-like rental growth per square metre of
approx. 3.0 %. Actual rental growth per square metre was 3.1%
(like-for-like) as at the reporting date 31 December 2022 and
above expectations.



81

GROUP MANAGEMENT REPORT
Risks, opportunities and forecast report | Forecast

The 2022 financial year was marked by inflation-driven cost
developments and a sharp rise in interest rates. Given the volatile
market environment, in November 2022 LEG announced it would
now focus primarily on effects on the Group's liquidity when stee-
ring its business.

These strategic changes also had an impact on investment
planning. LEG had initially planned to invest around EUR 46.00
to EUR 48.00 per square metre in maintenance and moderni-
sation in the 2022 financial year, with value-adding investments
eligible for capitalisation accounting for a significant share of
this figure. This outlook was revised to less than EUR 46.00 per
square metre in the quarterly report as at 30 June 2022 and to
around EUR 42.00 per square metre in the quarterly report as
at 30 September 2022. Actual investment was EUR 40.61 per
square metre in the 2022 financial year and therefore lower than
indicated in the most recent forecast. The capitalisation rate was
75.2%. The investment figures were adjusted by investments for
new construction activities managed by LEG, public safety mea-
sures for acquisitions and capitalised own services.

In 2022, LEG proposed distributing a dividend of EUR 4.07 per
share or EUR 296.5 million in total to the Annual General Meeting
for the 2021 financial year, in line with the 70 % of FFO | forecast.
There was the option to receive the dividend either as a cash or
a scrip dividend. The Annual General Meeting on 19 May 2022
approved this resolution. Overall, investors holding around 38 %
of shares entitled to dividends decided to receive their dividend in
stocks.

For the 2022 financial year, LEG assumed that the projected
positive rental performance would also be reflected in a positive
development in the value of its property portfolio, which in turn

would have a positive effect on EPRA NTA. As at 31 December
2022, LEG reported an EPRA NTA of EUR 11,376.3 million or
EUR 153.51 Euro per share compared to EUR 11,149.1 million
or EUR 146.10 per share in the previous year. This corresponds to
an increase of 5.1 % per share.

In the 2021 financial year and subject to availability on the market,
LEG also planned further acquisitions for the 2022 financial year.
However, given the significant changes to the market environment
and, in turn, the greater focus on Group liquidity, LEG has not made
any acquisitions since October 2022. The number of acquisitions
in 2022 therefore only amounts to 952 residential units.

In its capital market communication, LEG announced ESG targets
for 2022 that are part of remuneration for the Management Board
and senior management and that were met as follows:

ESG targets FY 2022

Target Target attainment

Environmental 4,000 ton reduction in

CO> from modernisation

4.028t CO2 (107 %
target attainment)

Social “Trust Index” calculated ~ Trust Index of 73%
as part of the “Great (200 % target attain-
Place to Work"” employee ment)
survey of 66 %

Governance Stabilisation of Sustaina-  Sustainalytics Rating 6.7

lytics rating at < 10
(negligible risk)

(200 % target attain-
ment)

With regard to the ESG targets, reference is also made to the
remuneration report 2022.
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Outlook 2023

How LEG's business model develops moving forward depends
primarily on demand and offer on the housing market, the general
economic situation and its impact on household income, political
developments and regulations, development of inflation and
interest rates.

LEG assumes that demand will continue to outstrip supply, espe-
cially in LEG's affordable segment. For the German housing market
as a whole, the Federal Government's target of building 400,000
new homes a year will not be achieved in the next few years. The
Federal Association of German Housing and Real Estate Compa-
nies (GdW) estimates that just 242,000 new homes will be built
in 2023 and 214,000 in 2024. At the same time, the Bundesbank
anticipates net immigration of about 350,000 people in 2023 and
300,000 from 2024 onwards.

Looking at household income, the Bundesbank assumes that the
energy crisis will keep inflation on a high level, depressing private
households' disposable income. However, the Bundesbank expects
a gradual recovery to kick in for the German economy in the second
half of 2023. This assumes that international demand picks up
again and the price pressure on energy eases. This, alongside the
European Central Bank's interest rate policy, should cause inflation
to decline and, in combination with higher salaries, also boost real
household income. According to Bundesbank estimates, standard
wages are expected to pick up by 3.9 % in 2023 and gross wages
and salaries per employee by 5.1 %. Various measures in govern-
ment support packages, especially the housing subsidies reform
that came into effect in January 2023, will also help.
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The ECB has announced further interest rate hikes for 2023.
The first rate increase of 50 basis points was on 2 February 2023.
LEG's average interest rate on 31 December 2022 was 1.26 %. LEG
assumes that the average interest rate as at 31 December 2023
will be higher than the previous year figure. EUR 116 million
(equivalent to approximately 1% of total debt) will mature and
will be partly refinanced in the 2023 financial year. In addition,
LEG intends to address the unsecured portion of the EUR 500
million in refinancing that is due in the 2024 financial year already
in the current financial year.

Legal and regulatory frameworks have an impact on the economic
viability of the energy-efficient refurbishment of existing buil-
dings. The Federal Funding for Efficient Buildings (BEG) introduced
a 15 % bonus for serial refurbishment on 1 January 2023. This is
a substantial source of funding for the joint venture Renowate,
established by LEG with the Austrian construction company
Rhomberg for serial renovation work on existing buildings. In addi-
tion, the worst performing buildings bonus - a bonus for the least
energy-efficient buildings introduced in September 2022 - was
increased from 5% to 10 % and expanded to include renovation
work at the EH/EG 70 EE standard as well as EH/EG 40 and EH/EG
55 levels.

LEG's business model still faces fundamental general conditions
such as the fact that demand continues to easily outstrip supply
in the affordable segment and rents are consequently continuing
to rise that, from LEG's perspective, are positive for the company’s
future development. LEG responded to negative general condi-
tions, primarily cost inflation, interest rate hikes and even stricter
rent regulations, in the 2022 financial year by redirecting its busi-
ness. To improve cost efficiency, LEG has launched a cost-reduction
programme from financial year 2023 with the objective of saving a
total of around EUR 10 million a year in operating and adminis-
trative costs.

Based on this and subject to further developments in inflation,
interest rates and rent regulations, LEG provides the following
forecast for the 2023 financial year.

The following development is forecast for the most important
financial performance indicators:

AFFO

In November 2022 LEG announced that, in view of the volatile
market environment, it would focus primarily on effects on the
Group's liquidity when managing its business in the future. This
shifts focus on to AFFO as one of the most important financial
performance indicators from the 2023 financial year onwards. LEG
expects AFFO in a range between EUR 125 million and EUR 140
million for the 2023 financial year. This represents an increase
compared to the initial expectation of EUR 110 million to EUR 125
million which is mainly driven by lower expenditure for new
construction.

Adjusted EBITDA margin
LEG puts the expected adjusted EBITDA margin for the 2023
financial year at around 78 %.

The derivation of the key figures adjusted EBITDA and AFFO as
from financial year 2023 is shown in the analysis of net assets,
financial position and results of operations.

LTV

LTV for the 2023 financial year depends on external factors
beyond LEG's control, such as the development of interest rates
and the transaction market and, consequently, the portfolio
valuation. Assuming stable valuation and excluding effects of dis-
posals, LEG expects an LTV of c.43% at year-end but it cannot
rule out the target being exceeded due to external factors.
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The following development is forecast for other relevant key
figures:

Like-for-like rental growth
LEG is forecasting like-for-like rental growth of between 3.3% and
3.7 % for the 2023 financial year.

Investments

LEG invests in its portfolio to safeguard its quality, boost its value
and improve its energy efficiency. An average of approx. EUR 35.00
per square metre is to be invested in maintenance and moderni-
sation work in the 2023 financial year.

Dividend

In order to strengthen LEG's capital base and in light of an unsecure
market and interest rate environment, the Management Board
and Supervisory Board of LEG Immobilien SE intend to propose to
the Annual General Meeting on 17 May 2023 not to pay out a
dividend for financial year 2022.

ESG targets

In its reporting as at 30 September 2022 (Q3 2022), LEG also
set out its ESG targets, which are part of remuneration for the
Management Board and senior management. The following ESG
targets were set for the 2023 financial year:

- Environmental: 4,000 tons CO2 reduction from modernisation
projects and customer behaviour change

- Social: timely resolution regarding outstanding receivables

- Governance: 85% of Nord FM, TechnikServicePlus, biomass
plant and 99 % of all other staff holding LEG group companies
have completed digital compliance training
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Remuneration report

This remuneration report outlines the structure and amount of
the remuneration paid to the members of the Management Board
and the Supervisory Board. The report is based on the provisions
under the German Stock Corporation Act in accordance with sec-
tion 162 AktG as amended by the Act Implementing the Second
Shareholders’ Rights Directive (ARUG II) and the recommenda-
tions of the German Corporate Governance Code (as amended
28 April 2022).

The Management Board and Supervisory Board submitted the
remuneration report for the 2021 financial year to the Annual
General Meeting of LEG Immobilien SE for approval in accordance
with section 120a (4) AktG for the first time on 19 May 2022. The
Annual General Meeting approved the remuneration report for
the 2021 financial year with 52.63 % of the vote. The Management
Board and Supervisory Board noted comments by investors on the
2021 remuneration report. The main comments related to a more
detailed presentation of the remuneration comparison to ensure
that the remuneration is in line with the market, the comprehen-
sive explanation of changes and deviations, e. g. with regard to the
amount of remuneration, and the presentation of the agreed targets
for the coming years. These comments have been taken into
account accordingly in the remuneration report 2022.

LEG Immobilien SE's Annual General Meeting on 19 May 2022
also approved an updated remuneration system for members of
the Management Board presented by the Supervisory Board with
85.83 % of the vote. In this Management Board remuneration
system, the Supervisory Board took on board investor suggestions
as follows:

- Until the 2021 financial year, there were provisions in place for
special remuneration (a transaction bonus) as an extraordinary
remuneration component in the event of exceptional success in
connection with the acquisition of property portfolios. This
bonus is determined by the scope and success of the transac-
tion. The Executive Board remuneration system 2022 no longer
provides for a transaction bonus for transactions that have
taken place since then. All Executive Board members waived the
transaction bonus for real estate portfolios acquired in 2021.

- The Supervisory Board made Management Board remuneration
as a whole more share-based. The performance cash plan, a
long-term variable remuneration component, was replaced by a
virtual performance share plan with effect from 1 January 2022.
80 % of this is based on relative TSR (total shareholder return)
and 20 % on environmental, social and governance (ESG) tar-
gets. As well as the share ownership guidelines, a share purchase
and holding obligation linked to long-term variable remunera-
tion was also introduced for Management Board members.
Under this obligation, Management Board members are obliged
to invest 25 % of the amount paid out for long-term variable
remuneration in shares in LEG Immobilien SE and to hold them
for the duration of their Management Board position.

- In short-term variable remuneration, too, the Supervisory Board
took on board investors’ request for better comparability of the
funds from operations (FFO I) performance target with other
companies. FFO | per share has thus been used instead of FFO |
since 1 January 2022.

- To ensure competitive, customary remuneration even after
removing the transaction bonus, target remuneration was
increased, largely in long-term variable remuneration, to reflect
a stronger sustainability focus in the remuneration structure.
Maximum remuneration was also increased accordingly.

This remuneration system is effective for Management Board
agreements with retrospective effect from 1 January 2022
onwards for all current Management Board members.
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Preliminary remarks

2022 was operationally a successful year for LEG Immobilien SE.
FFO I rose by 13.9 % year on year to EUR 482 million. EBITDA
as of 31 December 2022 was EUR 598.7 million, an increase
of 16.89 % compared to the previous year's reporting date of
31 December 2021. This means that LEG Immobilien SE exceeded
or reached the targets it published for 2022. In addition to finan-
cial targets, the ESG strategy is also of great importance to LEG
Immobilien SE. For this reason, alongside financial targets, non-
financial environmental, social and governance targets were set
that are also incorporated in the Management Board remuneration
systems and in the management of LEG Immobilien SE.

In light of the current market situation dominated by inflation
and interest rate hikes, the Management Board, with the appro-
val of the Supervisory Board, has decided to realign the business
strategy for 2023 and focus it on maximum capital efficiency,
regardless of the capitalisation rate of the funds invested. As a
result, in line with guidance LEG Immobilien SE no longer reports
the key figure FFO |, as this is significantly affected by the capi-
talisation rate, and instead reports FFO | adjusted for recurring
capitalised capex measures as well as consolidation effects
resulting from self-produced services, known as AFFO. In order
not to be limited in the use of subsidy measures, the capex measu-
res for the years 2023 and beyond are adjusted for non-recurring
investments that benefit from government subsidies. The related
adjustments to the short-term variable remuneration compo-
nents (STI plan conditions) for the 2023 financial year will be
submitted to the Annual General Meeting on 17 May 2023 for
resolution. In connection with the change to the governance of
LEG Immobilien SE, given current market conditions the Supervi-
sory Board believes it is appropriate to deviate from the previous
financial performance indicators that make up 80 % of the STI
and use AFFO per share (40 %) and the adj. EBITDA margin
(40 %) as new financial performance criteria for 2023.
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Overview of 2022 remuneration system:

BASIC REMUNERATION

FIXED REMU-

NERATION
COMPONENT

PENSION ENTITLEMENT

SHORT-TERM
VARIABLE
REMUNERATION
COMPONENT (STI)

LONG-TERM
VARIABLE
REMUNERATION
COMPONENT (LTI)

VARIABLE REMUNERATION COMPONENT

MALUS/CLAWBACK

SHARE RETENTION OBLIGATION

MAXIMUM REMUNERATION

Fixed contractually agreed remuneration payable in twelve equal instalments

« Essentially company car for business and private use, for business trips the services of a driver can be used,

various insurance elements

Receipt of a fixed amount, specified in the respective employment contract, into a reinsured support fund

Plan type | - Tantieme

Restriction/cap | -+ 200 % of the target amount

+ 40 %: Result from renting & leasing

+ 40 %: Funds from operations |

Performance criteria + 20%: ESG-targets

+ Criteria-based adjustment factor (0,8 - 1,2) to assess the individual and collective
performance of the Management Board as well as extraordinary developments

Payout || « After the end of the respective financial year
Plan type || - Performance cash plan
Restricition/cap || + 250 % of the target amount

- 80 %: Relevant Total Shareholder Return in comparison to the relevant index
Performance criteria (EPRA NAREIT Germany)
+ 20%: ESG-targets

Term of a

. - Four years
performance period

« After the four-year performance period

Payout + Purchase obligation of LEG shares in the amount of 25% of the payout

- Partial or complete reduction or reclaim of variable remuneration possible

- Obligation to purchase LEG shares equivalent to a gross basic salary within four years
+ Obligation to hold the acquired shares for the duration of the Management Board activity

- Chairman of the Board: EUR 4,800,000
- Full members of the Board: EUR 3,100,000
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Management Board members in the 2022
financial year

The members of the Management Board in the 2022 financial
year were:

- Lars von Lackum, CEO
- Susanne Schréter-Crossan
- Dr Volker Wiegel

Secondary activities of Management Board
members

At the request of LEG Immobilien SE, Management Board members
also assume duties or positions on bodies at affiliated companies
of LEG Immobilien SE. This also applies for performing functions
at associations and similar organisations, where LEG Immobilien
SE has an interest in this. Performing these duties does not consti-
tute an additional employment contract. The number of mandates
at companies and comparable entities in which LEG Immobilien
SE, directly or indirectly, holds less than 51 % of the respective
capital or, if higher, of voting rights, must not exceed four. This
limitation does not include mandates at housing industry associa-
tions, the LEG NRW Tenant Foundation and the “Your Home
Helps" foundation. All secondary activities by a member of the
Management Board require the prior approval of the Supervisory
Board and, as the responsible committee there, of the Executive
Committee, where these activities may affect the interests of
LEG Immobilien SE. If the Management Board member receives
separate remuneration for these positions and offices, this remu-
neration is taken into account in his/her existing claims for remu-
neration from LEG Immobilien SE in accordance with the recom-
mendation G.15 of the German Corporate Governance Code.
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Any remuneration is taken into account regardless of whether it is
granted for activities at affiliated companies or at external third
parties. If the Management Board member has claims for remune-
ration from affiliated companies, this remuneration is transferred
not to the Management Board member but directly to LEG Immo-
bilien SE.

In the case of external Supervisory Board mandates of Manage-
ment Board members, in accordance with recommendation G.16
of the German Corporate Governance Code the Supervisory
Board is to decide whether and to what extent the remuneration
paid to the Management Board member for this mandate is to be
taken into account for Management Board remuneration. The only
non-Group Supervisory Board mandate held at present is by
Ms Susanne Schréter-Crossan on the Supervisory Board of Hello
Fresh SE. The Supervisory Board has thus decided not to take the
remuneration Ms Schréter-Crossan receives for this activity into
account for her remuneration as a Management Board member of
LEG Immobilien SE. The Supervisory Board believes it is in LEG
Immobilien SE's interests for its Management Board members to
receive impetus from individual, non-Group Supervisory Board
mandates that they can also apply to their Management Board
work.

Management Board remuneration system in the
2022 financial year (“new remuneration system”)

The Management Board remuneration system supports LEG
Immobilien SE's three fundamental core activities: optimising core
business, expanding the value chain and portfolio growth.

Management Board remuneration is intended to further strengt-
hen these fundamental elements of the LEG business model.
Accordingly, the remuneration system reflects the material finan-
cial key performance indicators for Group management. As well
as internal key figures, the primary focus of long-term variable
remuneration is on external, capital-marked-related key figures
and short-term and long-term LEG Immobilien SE targets.

LEG Immobilien SE's strategic decisions here have an impact both
on the company’s business interests and the interests of various
stakeholders. LEG Immobilien SE is aware of this responsibility
and has developed a sustainability strategy that is an integral part
of the company strategy and affects essential action areas. In
doing so, LEG Immobilien SE aims to manage and shape sustaina-
bility efficiently and reliably. LEG Immobilien SE believes sustain-
able action and business practices are a corporate obligation
and it fulfils this commitment to its stakeholders. In view of this,
sustainability aspects are specially taken into consideration in
Management Board remuneration, both in the STI (short-term vari-
able remuneration component) and in the LTI (long-term variable
remuneration component).
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To sum up, this means that alongside investor suggestions, the
following aspects were also incorporated when designing the
remuneration system:

- Support of company strategy

- Focus on long-term and sustainable financial development at
LEG Immobilien SE

- Environmentally-oriented improvement in line with climate
protection goals, optimising customer and employee focus
and continuously adapting governance to meet the highest
standards (ESG)

- Performance-based Management Board remuneration while
simultaneously ensuring ambitious targets
(pay-for-performance)

- Harmonising the interests of the Board and shareholders

- Taking account of the interests of other LEG Immobilien SE
stakeholders and aligning Management Board remuneration
accordingly

- Taking into consideration market practice.

The Management Board remuneration system comprises fixed
and variable components, the sum of which forms the total remu-
neration of a member of the Management Board. Regarding this
total remuneration, the Supervisory Board has set an individual,
contractually agreed maximum amount for each Management
Board member (maximum remuneration).

The fixed remuneration component comprises basic remunera-
tion, additional benefits and expenses for the occupational
pension.

The variable remuneration component includes a short-term
incentive (STI) and a long-term incentive (LTI).
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Overview of the individual regular components of the remunera- The following overview shows the respective contractually agreed
tion system over time: annual targets for the individual remuneration components, assu-
ming 100 % achievement:

Remuneration system over time

Remuneration components
Year of granting Year 2 Year 3 Year 4 Lars von Lackum Susanne Dr Volker Wiegel
CEO Schréter-Crossan coo

p € thousand CFO
<)
.'§ g Fixed remuneration Fixed remuneration 950 550 550
é §. (Basic remuneration, g:u%:?art‘:::a(gﬁ) 600 375 375
o £ fringe benefits &
- S pension entitlement) Multi-year variable
o remuneration 1,000 650 650
= Target remuneration 2,550 1,575 1,575
Short-term The target remuneration comprises the basic remuneration, the
variable remuneration one-year variable remuneration (STI) and the multi-year variable
5 component remuneration (LTI), each based on 100 % target attainment. The
"g (ST target remuneration was adjusted with effect from the 2022
o ';C: financial year. The Supervisory Board sought advice from a renowned,
g §_ independent remuneration consultant (hkp///group) when deter-
° g mining the remuneration. In accordance with recommendation G.3
3 0 DCGK, the Supervisory Board used suitable peer groups of other
'g Long-term variable companies to assess the customary nature of the target remune-
= remuneration component ration of the members of the Management Board.
(LT1)

As LEG Immobilien SE is listed in the MDAX, the first peer group
consists of the companies in this index. In order to emphasise the
high importance of sustainability for LEG Immobilien SE, the DAX
50 ESG was also considered. The positioning in the comparison
groups is based on the equally weighted key figures of sales,
number of employees and market capitalisation. The target remu-
neration of the CEO and the members of the Management Board
is still within the normal market range in both comparison markets
after the adjustment in 2022.
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In addition to the competitive comparison by the independent
remuneration consultant (hkp///group), the adjustment as part of
the revision of the remuneration system also took into account
the situation of LEG Immobilien SE and its earnings performance
in recent years as well as the tasks and performance of the mem-
bers of the Management Board.

Target remuneration is revised based on the following conside-
rations:

- The remuneration component transaction bonus is removed
entirely in the new remuneration system, reducing the maximum
target remuneration accordingly.

- The changes to remuneration also account for the good busi-
ness performance in recent financial years, which is reflected
both in the 8.3 % average increase in FFO | per share since 2018
and the above-average performance of TSR compared to similar
companies.

- Lower remuneration was initially agreed with the CEO when he
joined the company. The Supervisory Board made this decision
in view of the fact that he was appointed for the first time. The
CEO's remuneration has now been revised to a remuneration
Llevel appropriate for a CEO's area of responsibility in a MDAX
listed company.

Fixed remuneration component

Basic remuneration
The members of the Management Board receive their basic remu-
neration in twelve equal monthly payments (pro rata temporis).

Additional benefits
Management Board members receive contractually agreed bene-
fits in addition to basic remuneration:

- The members of the Management Board receive standard contri-
butions of up to 50 % of their private health and long-term care
insurance, however, this is limited to the amount that would be
owed if the respective member had statutory health insurance.

- If members of the Management Board are voluntarily insured
under the statutory pension scheme or are members of a profes-
sional pension scheme in place of the statutory pension scheme,
50 % of the standard contributions to the statutory pension
scheme are paid. This regulation also applies to employee-
financed pension commitments for which LEG Immobilien SE
is the contractual partner. These pension commitments are
capped at an annual payment of EUR 20 thousand for Lars von
Lackum and EUR 15 thousand for the other members of the
Management Board.

- Furthermore, LEG Immobilien SE provides its Management
Board members with an appropriate company car for business
and private use. All costs of company car upkeep and use are
paid by LEG Immobilien SE. In addition, members of the
Management Board can use the services of a driver for official
journeys. The benefits granted to the Management Board mem-
bers through the provision of a company car are capped at
EUR 80 thousand per member of the Management Board for the
monetary value arising from private use. The wage and income
taxes on these benefits are paid by the respective member of
the Management Board. Members of the Management Board
are also reimbursed for expenses and travel expenses.

Occupational pension scheme granted

Company pension benefits via a provident fund with annually

paid fixed contribution
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- Furthermore, LEG Immobilien SE has taken out accident insurance
for the members of the Management Board which also covers
accidents outside work. The payout to the insured party or his
heirs amounts to not more than EUR 500 thousand in the event
of death and EUR 1 million in the event of invalidity.

- D&O insurance has also been taken out for the members of the
Management Board. The D&O insurance policies each include a
statutory deductible of 10% of the loss, limited to 1.5 times
the fixed annual remuneration per calendar year.

Pension entitlement

Each calendar year, LEG Immobilien SE grants members of the
Management Board a fixed employer-financed occupational pen-
sion commitment, the amount of which is set out in the Manage-
ment Board agreement. This is paid into a provident fund which is
backed by the assets of a life insurance policy. This amount is
reduced on a pro rata basis if the member leaves or joins the com-
pany during the year. In addition, the pension benefits allowance
for the Management Board member provided as part of the additio-
nal benefits can also be paid into the provident fund instead of this
allowance.

Occupational pensions granted to members of the Management
Board in the 2022 financial year are shown in the table below.

Company pension benefits via a provident fund or
professional pension scheme

Amount p.a. Monetary compen-  Monetary compen- Amount p.a. Monetary compen-  Monetary compen-
in€ sation amount sation year sation amount sation year
Lars von Lackum 100,000 2,325,000 2042 7,924 183,555 2042
Susanne Schrdter-Crossan 50,000 1,245,537 2046 7,924 204,693 2046
Dr Volker Wiegel 50,000 1,141,667 2043 7,868t 2 2

" The company pension benefits for Dr Volker Wiegel is provided by the pension scheme for lawyers

2 A monthly payout starts with the day of retirement
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Variable remuneration component with a
short-term incentive function (STI)

The purpose of the STl is to secure profitable, organic growth and
ensure that annual operating targets are met. The STI consists of
an annual payment measured on the basis of the following finan-
cial and non-financial performance targets:

- Net operating income,

- Funds from Operations | (FFO I) per share,

- Non-financial environmental, social and governance targets
(ESG targets).

The financial performance criteria each account for 40 %. The
ESG targets derived from the sustainability report (CSR report)
account for a total of 20 % of the STl target amount, with the three
ESG subtargets equally weighted. The STl also has a criteria-based
adjustment factor with a range of 0.8 to 1.2. Target attainment for
the performance targets is capped at 200 %.

G11
—

Short-term variable remuneration scheme

Financial performance criteria

The targets for net operating income and for FFO | per share are
based on the annual business plan. The business plan resolved by
the Supervisory Board for the respective financial year applies.
Financial targets are each weighted at 40 %.

The following financial performance indicators were set for the
2022 financial year:

T40
—

Financial performance indicators

Performance criterion Target value

EUR 569.9 million
EUR 6.21

Net operating income

FFO | per share

Target amount
in€

Net operating
income

Financial performance criteria

Overall objective achievement

(Cap at 200 %)

ESG-targets
derived from the
CSR report

Funds from
operations |
per share

40 %

20 %
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If the target is achieved, target attainment is 100 %. If the target
is exceeded by 20 %, the maximum target attainment of 200 %
is a