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RISK REPORT

RISK MANAGEMENT AT CA IMMO

To ensure the success of CA Immo as a business in the
long term and enable the company to meet its strategic
objectives, effective management of new and existing
risks is essential. A commensurate measure of risk must
be accepted if we are to utilise market opportunities and
exploit the potential for success they hold. For this rea-
son, risk management and the internal monitoring sys-
tem (IMS) deliver an important contribution to the
Group’s corporate governance (defined as the principle
of responsible management).

CA Immo's risk management system is based on the fol-
lowing elements:

—Risk culture: CA Immo's reputation is central to our
identity and business success. Therefore, compliance
with established principles of corporate governance and
value management (Code of Ethics, Code of Conduct) is
a matter of course. For CA Immo, risk culture implies
raising of risk awareness and consciously addressing
risks in day-to-day business both for managers and indi-
vidual employees.

—Risk strategy: The risk strategy describes how risks aris-
ing from CA Immo’s business strategy or business
model are managed. It sets out the framework for the
nature, extent and appropriateness of risks, thus reflect-
ing the company’s own definition of a “sensible” ap-
proach to risks and describing these risks in terms of
their impact on the economic situation of the company
and the guidelines for managing risks that are to be de-
rived from this.

Strategic alignment and tolerance of risk

The Management Board, with the involvement of the
Supervisory Board, determines the strategic direction of
the CA Immo Group as well as the nature and extent of
those risks which the Group is prepared to assume in or-
der to achieve its strategic objectives. The Management
Board is supported by the Risk Management department
in assessing the risk landscape and developing potential
strategies to increase long-term stakeholder value. In ad-
dition, an internal risk committee with representatives
from all divisions as well as the Chief Financial Officer
has been established, which meets on a quarterly basis
or in special meetings if necessary. The aim of this com-
mittee is to establish a regular, cross-functional assess-
ment of the Group's risk situation, including the initia-
tion of any necessary measures. This is to ensure that the

company's direction is optimally chosen against the
background of available alternatives.

Identification of risks and assessment

At CA Immo, the opportunity/risk situation is assessed
on a quarterly basis within the framework of reports
which are drawn up on the basis of the results of the risk
committee, among other things. Risks are evaluated both
at individual property and project level and at
(sub-)portfolio level. Early warning indicators such as
rent forecasts, vacancy analyses, continuous monitoring
of lease terms and termination options as well as contin-
uous monitoring of construction costs for project realisa-
tions are included. Scenario presentations regarding the
development of the value of the property portfolio, exit
strategies and liquidity planning supplement risk report-
ing and increase planning certainty. CA Immo takes ac-
count of the precautionary principle in that multi-year
planning and investment decisions cover the entire time
horizon of investments.

In addition, CA Immo now carries out an annual inven-
tory and evaluation of individual risks according to con-
tent, impact and probability of occurrence. An annual
update is also carried out with regard to the estimated
impact on the result, assets and liquidity of CA Immo
("extent of damage") and the probability of occurrence
within one year. Measures and controls already imple-
mented are taken into account to determine the net risk.
This data serves as the basis for the Management Board
to determine the level and type of risks it deems accepta-
ble in pursuing the strategic objectives. Once the board
has approved the strategy, it is incorporated into the
group's 3-year planning and helps to communicate the
group's risk appetite and expectations both internally
and externally.

CA Immo's risk policy is specified by a series of guide-
lines. Compliance with them is continuously monitored
and documented through controlling processes. Risk
management is implemented in a binding manner at all
levels of the company. The Management Board is in-
volved in all risk-relevant decisions and bears overall re-
sponsibility. Decisions are made at all levels according
to the principle of dual control. As an independent de-
partment, the internal audit department examines the
operational and business processes; if necessary, exter-
nal experts are consulted. In reporting and evaluating
the audit results, it is not bound by instructions.
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Evaluating the functionality of risk management

The proper functioning of the risk management system
is evaluated annually by the Group auditor in line with
the requirements of C Rule no. 83 of the Austrian Corpo-
rate Governance Code. The results are reported to the
Management Board and the Audit Committee.

KEY FEATURES OF THE INTERNAL MONITORING
SYSTEM (IMS)

CA Immo's internal control system encompasses all
principles, procedures and measures to ensure the effec-
tiveness, efficiency and regularity of accounting as well
as compliance with the relevant legal regulations and cor-
porate guidelines. Taking management processes into ac-
count, the ICS is integrated into the individual business
processes. The aim is to prevent or detect errors in ac-
counting and financial reporting and thus ensure early
correction. Transparent documentation enables the pro-
cesses for accounting, financial reporting and auditing
activities to be presented. All operational areas are inte-
grated into the accounting process. The responsibility for
the implementation and monitoring of the ICS lies with
the respective local management. The managing directors
of the subsidiaries are required to evaluate and document
compliance with the controls through self-audits. The ef-
fectiveness of the ICS is reviewed on a random basis by
the Group's internal audit department and the efficiency
of the business processes is continuously evaluated. The
results of the audit are reported to the respective manage-
ment, the entire Management Board of CA Immo and at
least once a year to the Audit Committee.

INVESTMENT PROPERTY RISKS

Risks arising from the market environment and

portfolio composition (portfolio risk)

The economic success of CA Immo depends, among
other things, on the development of the property markets
relevant to the Group. The main factors influencing eco-
nomic development include the global economic situa-
tion as a whole, rental price trends, the rate of inflation,
the level of government debt and interest rates. In the of-
fice property segment, factors such as economic growth,
industrial activity, unemployment rate, consumer confi-
dence and other elements that are decisive for economic
development also play a significant role. All these factors
are beyond the company's control. They could have nega-
tive effects on the entire European economy and thus
also on economically strong nations such as Germany
and Austria, for example, or have a negative impact on
the financial and real estate sector as a whole. Any nega-
tive change in the economic situation could result in a
decline in demand for real estate, which in turn could af-
fect the occupancy rate, property values or even the li-
quidity of properties. Economic instability and limited
access to debt and equity financing may lead to possible
defaults by counterparties and a general slowdown in
market activity. If there is a lack of liquidity in the prop-
erty investment market, there is a risk that it may not be
possible to sell individual properties or only at unattrac-
tive conditions.

The value of real estate depends not only on the devel-
opment of the general economic conditions and in partic-
ular on rental prices, but also on the initial yields in the
real estate economy. Due to the current market environ-
ment, there is still a risk that initial yields for commercial
properties will correct further upwards. The historically
exceptionally high price level for property investments
and the low level of property yields therefore harbour
risks for the property values of the CA Immo portfolio.
As was already apparent in the fourth quarter of 2022, it
cannot be ruled out that a rise in general interest rates
will lead to a further increase in property yields and a
subsequent decline in property values.
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In view of the risks outlined above, CA Immo regularly
reviews its own property valuations. Following an al-
most complete external valuation of the Group's portfolio
in the fourth quarter of 2022, the values for the property
assets as at the reporting date of 31 December 2022 were
adjusted on the basis of binding purchase agreements or
on the basis of the external valuations. Taking into ac-
count the current exceptional market conditions (see
chapter "Economic environment") as well as the currently
low level of transactions, a higher degree of caution must
continue to be applied to the property valuations than is
otherwise the case. Further information on changes in
market values can be found in the chapter "Property valu-
ation".

CA Immo counteracts market risk through broad diver-
sification across different countries. CA Immo counters
country risk by concentrating on strategic core markets
with local branches and its own local staff, and by adjust-
ing regional allocation within the core markets. The focus
here is on markets with long-term structural trends such
as increasing urbanisation, positive demographic change
and structural supply shortages, as well as high invest-
ment liquidity. Market knowledge, ongoing evaluation of
the strategy, continuous monitoring of the portfolio as
well as targeted portfolio management within the frame-
work of strategic decisions (e.g. determination of exit
strategies, medium-term planning for sales) enable a
timely response to economic and political events.

CA Immo prevents any transfer risk through the tar-
geted repatriation of liquid funds from investment mar-
kets with weaker credit ratings. Active portfolio manage-
ment is designed to prevent concentration risks and
maintain a balanced portfolio structure. CA Immo is cur-
rently active in Germany, Austria and selected CEE mar-
kets. With a share of around 66% of the total portfolio,
Germany is currently CA Immo's largest single market.
CA Immo is part of the EPRA Developed Europe Index,
which supports capital market positioning and the over-
all rating. The aim is to achieve an aggregate EBITDA
contribution of more than 50% from Germany, Austria
and Poland. In terms of asset classes, CA Immo concen-
trates on modern, high-quality office properties with a fo-
cus on prime inner-city locations. The Development busi-
ness area primarily develops high-quality office proper-
ties for the company's own portfolio. In addition, prop-
erty developments and, to a lesser extent, construction
projects with other types of use such as residential prop-
erties are realised, which are generally sold after success-
ful development or completion.

Individual investments should not exceed 5% of total
property assets in the long term. Exceptions are possible
after approval (e.g. ONE). As at the balance sheet date,
only the Skygarden investment property in Munich and
ONE in Frankfurt fell into this category. Overall, the port-
folio shows a high degree of diversification: the top 10
portfolio properties of the Group represent around 40%
of the total portfolio. The concentration risk in relation to
individual tenants is also manageable: as at 31 December
2022, around 22% of rental income was generated by the
ten top tenants. With a share of around 3% of total rental
income, PricewaterhouseCoopers, followed by Intercity
Hotel GmbH, were the largest single tenants in the portfo-
lio as at the reporting date. In general, single tenants
should not account for more than 5% of total annual
rental income over a longer period of time, although ten-
ants with excellent credit ratings (AAA/AA) may be an
exception. For single-tenant buildings, such scenarios
should be avoided unless the tenant's credit rating is con-
sidered excellent (AAA/AA). A single-tenant scenario is
defined as cases in which more than 75% of the annual
rental income (single property level) is attributable to a
single tenant. In principle, rental income from single-ten-
ant buildings should not exceed 20% of the total annual
rental income. In addition, the average lease term for sin-
gle-tenant properties should be more than ten years.

Other risk concentrations resulting from factors such as
the holding of several properties with a market value of
more than €100 m in the same city, the industry mix of
tenants, the identity of contractual partners or suppliers
or lenders, etc., which cannot be effectively measured or
limited quantitatively, are subject to appropriate regular
Teview.

The economic success of CA Immo depends, among
other things, on the development of real estate markets of
relevance to the Group. Key factors influencing the eco-
nomic trend include the overall global economy, the
trend in rental prices, the inflation rate, levels of national
debt and interest rates. In the office properties segment,
factors such as economic growth, industrial activity, the
unemployment rate and consumer confidence play a ma-
jor role alongside other factors critical to the economic
trend. These circumstances — all of which are beyond the
company’s control — may have a negative impact on the
broad economic picture in Europe and thus adversely af-
fect economically powerful countries like Germany and
Austria; they may also impair the finance and real estate
sector generally. Any downturn in the economic situa-
tion has the potential to reduce demand for real estate,
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which in turn can adversely affect occupancy rates, prop-
erty values and even the liquidity of real estate. Eco-
nomic instability and limited access to loan capital and
equity-based financing can lead to business partners opt-
ing out. Where the liquidity of the real estate investment
market is insufficient, there is a risk that sales of individ-
ual properties with a view to strategic adjustment of the
real estate portfolio may prove impossible or only possi-
ble under unacceptable conditions.

Political and economic developments in countries in
which CA Immo operates also have a significant impact
on occupancy rates and rent defaults. If the Group is un-
able to extend expiring leases on favourable terms and
find or retain suitable creditworthy tenants, this affects
the earnings power and market value of the properties
concerned. The creditworthiness of a tenant, especially
during an economic downturn, may decline in the short
or medium term, which may affect rental income. In criti-
cal situations, the Group may decide to reduce rents in
order to maintain an acceptable occupancy rate.

All of CA Immo's core cities experienced a challenging
operating environment due to the current prevailing eco-
nomic conditions and the effects of the Russia/Ukraine
conflict, which is characterised in particular by a signifi-
cant slowdown in transaction activity. Should letting ac-
tivity also weaken significantly, longer marketing and va-
cancy periods for unlet units are to be expected in the fu-
ture as well. Since the demand for office space depends
primarily on the overall economic development, it re-
mains to be seen how the partially declining office space
turnover in the course of 2022 will develop in the 2023
financial year. Furthermore, it remains to be seen how
the crisis-related expansion of digital work processes and
the trend towards flexible or hybrid working ("work-
from-home") will affect the demand for office properties
in the medium term. It cannot be ruled out that the
trends towards flexible office space rentals and co-work-
ing could shape the office market even more in the fu-
ture.

CA Immo counters the risk of rent defaults by analysing
the property portfolio, the tenant structure and the cash
flow, among other things, and carries out various analysis
scenarios to assess the risks. In principle, a case-by-case
assessment is always necessary here. Through targeted
monitoring and proactive measures (e.g. requesting secu-
rity deposits, checking tenants for creditworthiness and
reputation), the rent default risk in the Group has re-
mained at a low level despite the recent negative effects

of the pandemic on individual tenants. All outstanding
receivables are evaluated on a quarterly basis and value
adjusted according to their risk content. A default risk
was sufficiently taken into account in the valuation of the
property. Many of the Group's leases (around 95%) con-
tain value protection clauses, mostly with reference to
the country-specific consumer price index. Therefore, the
amount of income from such leases and from new leases
is highly dependent on the development of inflation
(value hedging risk).

In the rental market, competition for reputable tenants
is intense; in many markets, rents are under pressure. In
order to remain attractive to tenants, CA Immo could be
forced to accept lower rents. In addition, misjudgements
about the attractiveness of a location or its potential use
can make letting more difficult or severely compromise
the desired rental conditions.

The Group's portfolio also includes, to a lesser extent,
other asset classes such as shopping centres and hotels,
whose operation is associated with its own risks. Poor
management of the building or the tenants, falling visitor
numbers and the increasing competitive situation can
lead to falling rents or the loss of important tenants and
thus to rent losses and problems with new lettings. Alt-
hough CA Immo does not operate any hotels itself, the
Group's earnings situation is influenced by the quality of
external hotel management and the development of the
hotel markets. Last but not least, there are pandemic
measures ordered by the authorities, such as lockdowns,
which have a particularly severe impact on hotel opera-
tors and the retail sector.

RISKS ASSOCIATED WITH THE PROJECT
DEVELOPMENT FIELD

In real estate development projects, only costs are typi-
cally incurred in the initial phase. Revenues are only
generated in later phases of the project. Development
projects can often be associated with cost overruns and
delays in completion, which are frequently caused by
factors outside CA Immo's control. This can impair the
economic success of individual projects and lead to con-
tractual penalties or claims for damages. If no suitable
tenants can be found, this can lead to vacancies after
completion.

CA Immo has taken a number of measures to manage
these risks to a large extent (cost controls, deviation anal-
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yses, multi-year liquidity planning, etc.). With few excep-
tions, projects are only started once a corresponding pre-
letting rate has been achieved that can cover future debt
service through rental income. An exception is only
made in special constellations of the project and/or mar-
ket situation (e.g. extreme regional shortage of lettable
space with foreseeable rising rents and low letting risk
during the project phase). Such exceptions require ex-
plicit examination when obtaining project approval.

In view of the recent high level of capacity utilisation in
the construction industry, CA Immo is exposed to risks
with regard to the (timely) availability of construction
services as well as construction prices and quality. This
has recently been noticeable not only in Germany - the
core market for project developments - but in all core re-
gions of CA Immo. Despite the fact that project reserves
have been priced in, it cannot be ruled out that a further
rise in construction costs could pose risks to budget com-
pliance and overall project success. In addition, despite
defensive project costing, there is a risk that current
property yields could change and reduce the targeted
project profit (developer profit). CA Immo is therefore in-
creasingly focusing on appropriate market and cost anal-
yses in the development sector. Particularly under the
current market conditions, which have been tested by
high inflation, rising interest rates, supply bottlenecks
and a general increase in market uncertainty and volatil-
ity, a higher uncertainty factor is unavoidable in project
developments with rising construction costs, supply and
time problems, fluctuating financing rates, uncertain mar-
keting periods and a lack of current comparative values.
Land values could therefore fluctuate much more than
would be the case under normal circumstances. The pro-
jects upbeat and Hochhaus am Europaplatz in Berlin,
which are currently being implemented, show 100% pre-
letting and are continuously evaluated with regard to the
cost risk.

CA Immo creates sustainable value through a compre-
hensive value chain ranging from letting and manage-
ment to the construction, planning and development of
investment properties with strong competences within
the company. This reduces functional (performance)
risks and maximises opportunities along this value chain
(developer profit). However, due to their high capital
commitment without ongoing inflows, land reserves and
projects to create building rights entail specific risks (e.g.
approval risk), but at the same time offer considerable po-
tential for value appreciation by obtaining or improving
building rights. Risks are regularly reduced through the

sale of non-strategic land reserves. On the remaining
sites, the creation of building rights is being rapidly pur-
sued with the company's own capacities. Overall,

CA Immo aims for a balanced portfolio; on the basis of
balance sheet values, this means around 85% investment
properties and around 15% developments under con-
struction, including land reserves.

CA Immo also realises project developments in joint
ventures and is partly dependent on partners and their
ability to pay and perform (partner risk). The Group is
also exposed to the credit risk of its counterparties. De-
pending on the agreement in question, CA Immo could
also be jointly and severally liable with its co-investors
for costs, taxes or other third-party claims and, in the
event of a default by its co-investors, have to bear their
credit risk or their share of costs, taxes or other liabilities.

FINANCIAL RISKS

Capital market, liquidity, investment and refinancing

risk

(Re)financing on the financial and capital markets is
one of the most important factors for property compa-
nies. CA Immo requires debt capital in particular to re-
finance existing financial liabilities and to finance pro-
ject developments and acquisitions. As a result, it is de-
pendent on the willingness of banks and capital markets
to provide additional capital or to prolong existing fi-
nancing at reasonable conditions. The market conditions
for property financing are constantly changing. The at-
tractiveness of financing options depends on a number
of factors, not all of which can be influenced by the
Group (market interest rates, required collateral, etc.).
This can have a significant impact on the Group's ability
to increase the percentage of completion of its develop-
ment portfolio, to invest in suitable acquisition projects
or to meet its obligations under financing agreements.

From today's perspective, the CA Immo Group has suf-
ficient liquidity. Nevertheless, restrictions at the level of
individual subsidiaries must be taken into account, as
access to liquid funds is limited due to commitments for
ongoing projects or there is a need for liquidity in indi-
vidual cases for the required stabilisation of loans. In ad-
dition, there is a risk that planned sales activities cannot
be realised, or can only be realised with delays or below
the price expectations. Other risks include unforeseen
obligations to make additional funding obligations in
the case of project financing and covenant violations in



RISK REPORT

the area of property financing or the corporate bonds is-
sued by CA Immo. If these covenants are breached or in
the event of default, the respective contractual partners
would be entitled to call in financing and demand im-
mediate repayment. This could force the Group to sell
properties or conclude refinancing agreements at unfa-
vourable conditions.

CA Immo has fluctuating holdings of liquid funds,
which it invests according to the respective operational
and strategic requirements and objectives. In order to
maintain or improve the long-term issuer investment
grade rating from Moody's (currently Baa3 with a nega-
tive outlook) in the long term, it is also necessary to have
adequate capital resources, solid interest cover and a
sufficiently large pool of unencumbered properties.

CA Immo counters any risk with continuous monitor-
ing of the covenant agreements as well as with a well-de-
veloped liquidity planning and safeguarding system.
The financial effects of the strategic objectives are also
taken into account. In addition, the Group has a revolv-
ing current account line at the level of the parent com-
pany with a volume of €300 m to manage liquidity
peaks. This ensures that unforeseen liquidity needs can
be met throughout the Group. In line with the invest-
ment horizon for real estate, loans are generally con-
cluded on a long-term basis. As a basic rule, appropriate
financing (e.g. loan, bond) must be guaranteed before
binding contracts are concluded in connection with
property purchases. In the past, capital partnerships
(joint ventures) were also entered into at project level as
an alternative and supplement to the previous (equity)
capital procurement sources.

Despite careful planning, however, a liquidity risk can-
not be ruled out, particularly in the case of joint venture
partners, due to the impossibility of calling up funds. In
addition, CA Immo Germany has a high level of capital
commitment, which is typical for project developments.
The financing of all projects already under construction
is secured. There is a need for additional financing for
new projects.

Interest rate risk

The current economic environment, characterised
among other things by high inflation and the associated
significant rise in interest rates, has recently had a nega-
tive effect on the real estate market and subsequently on
the valuation of real estate and disinvestment projects.
Raising equity and debt capital on capital markets has be-
come considerably more difficult over the last few quar-
ters, as a result of which growth aspects could not be im-
plemented or could only be implemented in part.

Market-related fluctuations in interest rates affect both
the level of the financing rate and the market value of the
interest rate hedges concluded. CA Immo uses domestic
and foreign banks and issues corporate bonds for financ-
ing purposes and ensures that the interest rate hedging
ratio is as high as possible. Derivative financial instru-
ments (interest rate caps, interest rate swaps and interest
rate floors) are increasingly used to hedge against im-
pending changes in interest rates and the associated fluc-
tuations in financing costs. However, such hedging trans-
actions could turn out to be inefficient or unsuitable for
the achievement of objectives or lead to losses recognised
in profit or loss. Furthermore, the valuation of derivatives
could have a negative impact on the result or equity. The
extent to which the Group makes use of derivative instru-
ments depends on assumptions and market expectations
regarding future interest rate levels, in particular the 3-
month Euribor. If these assumptions prove to be incor-
rect, this can lead to a considerable increase in interest
expenses.

Permanent monitoring of the interest rate risk is there-
fore essential. There are currently no risks that pose a sig-
nificant and sustained threat to CA Immo. CA Immo's fi-
nancing strategy is based on a balanced mix of secured
bank financing and unsecured capital market financing.
Currently, 92% of the total financing volume is ac-
counted for by fixed-interest financing (including in the
form of corporate bonds) or financing secured by deriva-
tives. The continuous optimisation of the financing struc-
ture in recent years has led to a reduction in average bor-
rowing costs, an improvement in the maturity profile and
an increase in the share of interest-rate-hedged financial
liabilities. The robustness of the financial profile has thus
been further strengthened.
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Tax risks

All companies are subject to income tax in the respec-
tive country with regard to both current income and cap-
ital gains. Significant discretionary decisions must be
made in connection with the amount of tax provisions to
be made. In addition, the extent to which deferred tax
assets are to be recognised must be determined.

Income from the sale of participations may be fully or
partially exempt from income tax if certain conditions
are met. Even if the intention is to meet the conditions,
deferred tax liabilities are nevertheless recognised in full
for the property assets in accordance with IAS 12.

Significant assumptions must also be made about the
extent to which deductible temporary differences and
loss carryforwards can be offset against taxable profits in
the future and thus deferred tax assets recognised. Un-
certainties exist regarding the amount and timing of fu-
ture income as well as the interpretation of complex tax
regulations. In the case of uncertainties regarding the in-
come tax treatment of transactions, an assessment is re-
quired as to whether the relevant tax authority is likely
to accept the interpretation of the tax treatment of the
transaction or not. Based on this assessment, the
CA Immo Group recognises tax liabilities at the amount
considered most probable in the event of uncertainty.
Uncertainties and complexities can, however, result in
future tax payments being significantly higher or lower
than the obligations currently assessed as probable and
recognised in the balance sheet.

The CA Immo Group holds a significant portion of its
real estate portfolio in Germany, where numerous com-
plex tax regulations must be observed. These include in
particular (i) regulations on the transfer of hidden re-
serves to other assets, (ii) legal requirements on real es-
tate transfer tax or the possible incurrence of real estate
transfer tax in the case of indirect and direct changes of
shareholders in German partnerships and corporations,
(iii) the tax recognition of outsourcing of operating facili-
ties, (iv) the distribution of trade income among several
permanent establishments or (v) the deduction of input
tax on construction costs in development projects. The
CA Immo Group takes all steps to comply with all tax
regulations. Nevertheless, there are circumstances - also
outside the sphere of influence of the CA Immo Group -
such as changes in the shareholding structure, changes
in the law or changes in interpretation on the part of the
tax authorities and courts, which can lead to the afore-
mentioned tax issues having to be treated differently

than before and can therefore have an influence on the
recognition of taxes in the consolidated financial state-
ments.

Furthermore, there are uncertainties in connection
with past restructuring in Central and Eastern Europe re-
garding the possible retrospective application of subse-
quent tax changes. However, CA Immo considers the
probability of an actual charge to be low.

With regard to the tax deductibility of service charges
within the Group, CA Immo always endeavours to
charge an arm's length price for internal services and to
document this sufficiently in order to comply with all
legal requirements (transfer price documentation). How-
ever, it is possible that the tax authorities may take a dif-
ferent view and come to a conclusion that could lead to
tax consequences with regard to the deductibility of in-
ternal service charges made in the past and thus trigger
subsequent tax payments.

Currency risks

The possible reintroduction of national currencies by
individual Eurozone members would also have serious
consequences for the European economies and financial
markets. Finally, the exit of individual nations from Eu-
ropean Monetary Union could lead to a complete col-
lapse of the monetary system.

Since CA Immo is active on a number of markets out-
side the eurozone, the company is subject to various cur-
rency risks. Where rents are payable in currencies other
than the euro on these markets and cannot be fully ad-
justed to current exchange rates in time, incoming pay-
ments may be reduced by means of exchange rate
changes. Where expenses and investments are not trans-
acted in euros, exchange rate fluctuations can impair the
payment capacity of Group companies and adversely af-
fect the Group’s profits and earnings situation.

CA Immo generally counters such risk in that foreign
currency inflows are secured by pegging rents to the
euro; no significant and direct currency risk exists at pre-
sent.
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The pegging of rents affects the creditworthiness of ten-
ants and thus produces an indirect currency risk that can
result in payment bottlenecks and loss of rent. Since in-
coming payments are mainly received in local currency,
however, free liquidity (rental revenue less operating
costs) is converted into euros upon receipt. This process is
continually overseen by the responsible country manag-
ers. There is no currency risk on the liabilities side. Cur-
rency risks linked to construction projects are hedged ac-
cording to need on a case-by-case basis, taking account of
the currency underlying the order and lease agreement,
likely exchange rate development and the calculation rate.

Transaction risk and risks from sales transactions
After many years of high demand and record transaction
volumes on the European real estate market as well as on
CA Immo's core markets, particularly in Germany, the
transaction markets slumped in 2022 due to significant
changes in the general conditions for real estate invest-
ments. The risk of transactions being paused or even can-
celled due to problems with pricing, availability and fi-
nancing costs remains high.

Sales transactions can produce risks linked to contractual
agreements and assurances. These might relate to guaran-
teed income from rental payments and can subsequently
reduce purchase sums agreed or received. Sufficient fi-
nancial provision has been made to counter recognised
risks to revenue from transacted sales, and liquidity risk
is considered in liquidity planning. Contractual obliga-
tions in the form of follow-on costs (e.g. residual con-
struction work) form part of relevant project cost esti-
mates.

OTHER RISKS

Operational and organisational risks

Weaknesses in the CA Immo Group’s structural and
process organisation can lead to unexpected losses or
additional expenditure. This risk can arise from short-
comings in EDP and other information systems as well
as human error and inadequate internal inspection pro-
cedures. Flawed programme sequences as well as auto-
mated EDP and information systems pose a high opera-
tional risk where their type and scope fail to take ac-
count of business volumes or prove vulnerable to cyber-
crime (IT and cyber risks). Human risk factors include
an insufficient understanding of corporate strategy, inad-
equate internal risk monitoring (and especially business
process controls) and excessive decision-making author-
ity at individual level, which can lead to unconsidered
actions or a proliferation of decision-making bodies that
hinder flexible responses to changes in the market. Some
real estate management tasks and other administrative
duties are outsourced to external third parties. In the
process of transferring administrative tasks, it is possible
that knowledge of managed properties and administra-
tive processes can be lost, and that CA Immo could
prove incapable of identifying and contractually com-
mitting suitable service providers within the necessary
timeframe.

Nonetheless, the expertise possessed by a company
and its workforce constitutes a significant competitive
factor and a unique point of distinction over competi-
tors. When key members of staff leave, therefore, the
company is exposed to the risk of loss of expertise,
which generally requires a significant commitment of
corporate resources (money, time, recruitment of new
employees) to redress the balance (HR risk).

CA Immo takes various measures to counter these risk
factors. In the case of corporate mergers, structured pro-
cesses of organisational integration are observed. Process
organisation (i.e. system/process integration) is firmly
established; activities to ensure the long-term implemen-
tation of operational processes are ongoing. The Group
structure is regularly scrutinised and examined to en-
sure predefined structures take account of the size of the
company. CA Immo counters risks linked to personal ex-
pertise (which can arise with the resignation of key
knowledge holders) through regular transfers of
knowledge (via training courses) and by documenting
know-how (in manuals, etc.); far-sighted staff planning
also plays a part.
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Legal risks

In the course of normal business activity, the compa-
nies of the Group can become involved in legal disputes,
both as plaintiffs and as defendants. Such cases are
heard in various jurisdictions. The law applicable in
each case, the varying degrees of efficiency of the com-
petent courts and the complexity of the matters in dis-
pute may in some cases result in a considerable length of
proceedings or other delays. CA Immo is confident that
it has made sufficient financial provisions for legal dis-
putes. At present, no lawsuits or arbitration proceedings
that could threaten the company’s survival are imminent
or pending.

In spring 2020, CA Immo filed claims for damages
against the Republic of Austria and the State of Carinthia
for a preliminary amount of €1.9 bn on the grounds of
unlawful and culpable partisan influence on the best
bidder procedure in the context of the privatisation of
the federal housing companies in 2004 ("BUWOG") and
the unlawful failure to award a contract to CA Immo.
The first-instance criminal verdicts of the "BUWOG
criminal proceedings" of January 2022 against the de-
fendants, former Federal Minister of Finance Grasser et
al., which are relevant to these civil proceedings and -
due to the pending appeal proceedings - not legally
binding, essentially confirmed from CA Immo's point of
view that unlawful and partisan actions were taken to
the detriment of CA Immo in connection with the
BUWOG privatisation proceedings. An assessment of the
effects of the criminal proceedings on the pending civil
proceedings for damages will only be possible once all
appeal proceedings have been concluded and a final
criminal verdict has been reached.

It is not possible to predict changes to legal regula-
tions, case law and administrative practice, or the im-
pact of these on business results and operations; such
changes may in particular adversely affect real estate
values or the cost structure of the CA Immo Group.
CA Immo proactively manages such legal risks by taking
numerous measures. These include the regular assess-
ment of historical and existing legal risks, continual
monitoring of legislative changes and changes in case
law, the incorporation of lessons learned into business
processes and continuous informative and training
measures.

ESG RISKS

Current developments on capital markets (e.g. EU Green
Deal) as well as new legal requirements create pressure
for companies to report more strongly than before on
ESG risks resulting from their business activities.
Environmental, social and governance aspects also play
an essential role in the entire real estate sector.
Buildings are seen as one of the key factors for climate
protection due to their high energy consumption, which
is why attention is currently still primarily focused on
environmental issues, but social and governance factors
are also becoming increasingly relevant.

Environmental risks

Energy use in buildings for lighting, heating or cooling
leads to direct or indirect CO2 emissions. Building mate-
rials contain carbon that is produced during their extrac-
tion, manufacture, transport and processing. As carbon is
present in almost every phase of the construction and op-
eration of buildings, companies should start implement-
ing appropriate decarbonisation programmes for real es-
tate in time to contribute to the ambitious goal of climate
neutrality in Europe by 2050.

As a responsible player in the European real estate

sector, CA Immo fully supports the United Nations
climate goals and the associated transition to a low-car-
bon, sustainable economy. To best meet the associated re-
quirements and secure its long-term competitiveness,
CA Immo embeds corresponding goals, measures, pro-
cesses and systems in its strategic orientation (e.g. sus-
tainability certifications, ESG reporting, green financing,
etc.).

For CA Immo, improving the energy efficiency of exist-
ing buildings is a key factor in achieving climate neutral-
ity. In this way, we prevent higher energy consumption
and the associated higher operating costs. Since the re-
sults of carbon efficiency depend to a large extent on de-
cisions made in the planning phase, we pay attention to
future environmental impacts at a very early stage in our
project developments. Where possible, we focus on in-
creasing the proportion of sustainable materials, paying
attention to the carbon footprint of conventional materi-
als and generating energy from on-site renewable sources
(solar panels, heat pumps, heat grids, etc.). Our procure-
ment process also ensures that the high ecological re-
quirements are met in accordance with the certification
standard provided for the building in question. We oblige
our construction service providers to comply with the
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sustainability standards according to DGNB Gold or
LEED Gold (e.g. material declaration, worker protection).

Detailed information on this — in particular on climate
risks and opportunities including risk assessment — can
be found in the ESG Report.

Other environmental and climate risks

Environmental and safety regulations include actual as
well as latent obligations to remediate contaminated
properties. Compliance with these regulations may in-
volve significant investment and other costs. These obli-
gations could relate to properties that are currently or
were in the past owned, managed or developed by
CA Immo. In particular, this relates to contamination
with previously undiscovered harmful materials or pollu-
tants, war material or other environmental risks such as
soil contamination, etc. Some regulations sanction the re-
lease of emissions into the air, soil and water, which form
the basis of CA Immo's liability to third parties and can
have a significant impact on the sale, letting or rental in-
come of the properties concerned. Natural disasters and
extreme weather events can also cause considerable dam-
age to properties. In principle, insurable risks are insured
to the usual extent (e.g. all-risk insurance for develop-
ment projects). However, if there is insufficient insurance
cover for such damage, this could have adverse effects. In
order to minimise risk, CA Immo also includes these as-
pects in its due diligence before every purchase. Corre-
sponding guarantee declarations are required from the
seller. Wherever possible, the CA Immo Group uses envi-
ronmentally compatible materials and energy-saving
technologies. CA Immo takes account of the ecological
precautionary principle by carrying out project develop-
ments and (re)developments exclusively on the basis of
certifiability.

Social risks
% In the social area, our strategic focus is on the fol-
lowing topics in particular: Well-being, health and
safety, employee development, diversity, community im-
pact, social aspects of a sustainable supply chain and
neighbourhood development. In the case of construction
services, for example, CA Immo requires and monitors its
contractors for compliance with statutory regulations on
health and safety at work, regulations on workplaces and
working hours, and collective agreements.

Information on the main social risks for CA Immo and
the comprehensive protective measures implemented by
CA Immo in the wake of the Covid 19 pandemic to en-
sure a safe working environment for CA Immo employ-
ees, tenants and on CA Immo construction sites can be
found in the ESG report.

Governance risks
§ Exemplary corporate governance represents an op-
portunity for CA Immo to increase its value in the

long term. Conversely, failure to comply with govern-
ance and compliance standards entails high risks, which
can range from penalties and fines to loss of reputation.
These include not only compliance with legal require-
ments, governance rules and (internal) guidelines, but
also the transparent handling of conflicts of interest, the
payment of appropriate remuneration, the promotion of
open communication with all stakeholders, respect for
human rights and adherence to our ethical principles
and corporate values. CA Immo takes a clear position
against any form of unequal treatment, human rights vio-
lations, organised crime (e.g. fraud, extortion, bribery
and corruption), money laundering or terrorist financ-
ing. In contrast, we want to promote integrity and diver-
sity at all levels.

The risk of corruption is addressed, for example, by the
Code of Conduct ("Zero Tolerance") and the related Gifts
and Donations Policy. Employees are required to report
any suspicions internally. In addition, employees and
external third parties who suspect misconduct can re-
port it anonymously via the electronic whistleblowing
system" set up by CA Immo on the company's website.
The Supervisory Board is informed at least once a year
about measures taken to combat corruption. Corruption-
related matters are audited on the basis of the audit plan

Y https://www.caimmo.com/en/investor-relations/whistleblower-system/
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approved by the Audit Committee or on the basis of spe-
cial audit assignments from the Management Board, Au-
dit Committee or full Supervisory Board. All operation-
ally active Group companies are audited for corruption
risks on a regular basis.

As early as the awarding process, we require our con-
tractors and suppliers (vendors) to recognise and com-
ply with our Code of Ethics and Code of Conduct as well
as the governance, social and environmental standards
we have defined. CA Immo checks its business partners -
especially construction companies - as part of the award
process not only with regard to their professional quali-
fications and economic situation, but also with regard to
social aspects. As part of a third-party compliance
check, compliance with governance, social and environ-
mental standards is queried and checked by means of

questionnaires and the use of company and risk data-
bases for undesirable media, sanctions, watchlists, etc.,
and taken into account in award processes. In the area of
governance, we pay particular attention to compliance
with laws, our internal guidelines for contract partners,
for example, with regard to corporate ethics, ensuring
compliance and measures to combat corruption, money
laundering and the financing of terrorism.

Details of our key standards and the associated control
mechanisms are available on our website.?

U https://www.caimmo.com/en/investor-relations/corporate-governance/our-values/
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