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At Home
in the
Neighbor-
hood

Nowadays, people are looking for more than just an
apartment that they feel comfortable in and that is the
right size and price. The environment in which they
live, their neighborhood, is at least as important to
them. This is the place where they go shopping, meet
up with friends at the local café and get to know new
people.

As aresult, an attractive residential environment is
also very important to us as a landlord. After all,
happy tenants, who are comfortable in their surroun-
dings tend to want to stay in our properties for longer.
Our business model is also focusing increasingly on
neighborhoods as a whole. We have since launched
numerous initiatives and measures to help shape

and develop them - to the benefit of our customers and
in order to stabilize our success.
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Nowadays, people are looking for more than just an
apartment that they feel comfortable in and that is the
right size and price. The environment in which they
live, their neighborhood, is at least as important to
them. This is the place where they go shopping, meet
up with friends at the local café and get to know new
people.

As a result, an attractive residential environment is
also very important to us as a landlord. After all,
happy tenants, who are comfortable in their surroun-
dings tend to want to stay in our properties for longer.
Our business model is also focusing increasingly on
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in order to stabilize our success.

of people want to be able
to walk or cycle to the
nearest stores.
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apartment that they feel comfortable in and that is the
right size and price. The environment in which they
live, their neighborhood, is at least as important to
them. This is the place where they go shopping, meet
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also very important to us as a landlord. After all,
happy tenants, who are comfortable in their surroun-
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Our business model is also focusing increasingly on
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and develop them - to the benefit of our customers and
in order to stabilize our success.

21
%

!

of people looking for an
apartment believe that local
cultural and leisure facilitie

are important.
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13,000
1,100
€ 225 million

vacant apartments rented apartments was the total spent

were converted, or were were fitted with bathrooms on converting our
starting to be conver- at tenants’ request properties into
ted, for senior-friendly in 2017, facilitating senior-friendly

living in 2017. senior-friendly living. apartments.



Vonovia is providing financial support to the
“"Gemeinsam statt einsam” (Together is better
than alone) residential project in Hanover -
e.g. by helping to finance a stairlift.
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Accessibility.

In order to make it easier for older tenants to
move around their own homes, all of Vonovia's
new apartments are classed as “accessible”
properties at the very least. We design our
apartments in such a way that they do not fea-
ture any floor level differences of more than
two centimeters. We also equip our buildings
with elevators and make sure that interior and

front doors of our apartments are wide enough

to ensure that even tenants who use walkers
can enter them.

In existing apartments, our tenants can arrange
for their bathroom to be renovated to make it
fully accessible in return for a cost allocation that
is added to their rent. There are three options

for these “bathrooms in response to tenant
requests.” Some of the measures include fitting
walk-in showers, wheelchair-adapted sinks and
anti-slip tiles.
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The “Palette 6" Vonovia project in
Kiel-Mettenhof: a meeting place for
people of all ages. This helps people to
identify with their neighborhood.

Remaining Part of the Community.
Older people often have mobility problems that
can make getting out of the house a challenge.
This is why we cooperate closely with charitable
organizations and nursing care services such as
the “Caritas” association, the “Johanniter” (Order
of St. John charitable organization) or the welfare
organization "Arbeiterwohlfahrt”. After all, many
people want to be able to stay in their own homes,
living independently, for as long as possible.

In order to make it easier for our older tenants to
stay part of the community, we also create com-
munal areas in larger blocks of apartments where
possible. This allows our tenants to make new
friends, get involved in activities and put their own
ideas into practice.
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Safe in the Knowledge

That Support Is on Hand.

Due to demographic change, the real estate
industry is faced with the challenge of allowing
tenants to stay in their own homes, living inde-

pendently, for as long as possible. In addition to
construction measures, the Product Manage-
ment department is working on other solutions
to make life easier in old age. Vonovia is using
regional pilot projects to collaborate with various
partners and tests products to identify their
potential for standardization. The products are
not luxury items, but rather designed to solve
everyday problems. One example is the mobile

stage of life they might currently find W home distress call solution using GPS signals for
themselves in. »Vve see older tenants who live alone. Or the “weather-

OLlI'S€1V€S as a proof walker box" pilot project, which is designed

to prevent walkers from blocking escape routes

service provider in the  inthehalway.
real estate industry.«

Alexander Weihe wants to improve
the lives of Vonovia tenants, whatever

Alexander Weihe, Head of Product Management at Vonovia
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Berlin-Marzahn is no exception to
the rule: It doesn’t matter how big
the city is - the easiest place to meet
people is at the playground.

Nowadays, people are looking for more than just an
apartment that they feel comfortable in and that is the
right size and price. The environment in which they
live, their neighborhood, is at least as important to
them. This is the place where they go shopping, meet
up with friends at the local café and get to know new
people.

As a result, an attractive residential environment is
also very important to us as a landlord. After all,

happy tenants, who are comfortable in their surroun-
dings tend to want to stay in our properties for longer.
Our business model is also focusing increasingly on
neighborhoods as a whole. We have since launched
numerous initiatives and measures to help shape

and develop them - to the benefit of our customers and
in order to stabilize our success.

Podolski Foundation. Together with the
Lukas Podolski Foundation and other
partners, Vonovia has remodeled an old
amateur soccer field in Cologne. The site is
now also the new home of a youth club.
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A place to exercise and meet up:
Vonovia has established a new
recreational space in the form of
an outdoor gym for residents in the
Aachen district of Preuswald.

Making new friends at the tenant party. Integration
and fostering good neighborly relations is a top priority
Any child's two favorite places? The sports field for Vonovie.
and the playground. This is where they can meet
up with other children to let off steam, test out
their strength or just play. 5,159 playgrounds are
part of our portfolio. Thanks to standardization
and economies of scale when it comes to procu-
rement, we can ensure high quality at low prices
in these projects too.

Cooperation workshop in Dortmund-Wester-
filde. Where do we want to see green spaces?
Where do we want the pathways to run? Where
should we put the playground? Vonovia actively
involves its tenants in decisions like these.
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Being creative -

and

ideas

into reality

Can you sow the seeds for creativity in a
neighborhood? You can definitely make sure
that the environment is as conducive to creati-
vity as possible: Vonovia is creating cultural
and artistic spaces in its neighborhoods so that
creative minds can actively contribute their
wealth of ideas and commitment to breathe
new life into the neighborhood.
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Lena Halbedel and Florian
Krohm are both studying
industrial design. Together,
they created new furniture
using bulk waste in the
“VierViertel” studio.

Working together

Roots Through Aesthetics.

Together with the City of Essen cultural authorities, we
launched our very first art sponsorship program, “Creativ
Lab,” back in 2014, organizing an ideas” competition to
give young artists the chance to showcase their work
and projects. Ever since, the winners of the competition
have been receiving a scholarship of € 200 a month. At
the same time, we provide them with a home without
charging them rent or ancillary expenses, allowing them
to live and work rent-free. The design ideas that the
artists have come up with have already given rise to a
large number of concepts for making the neighborhood
more attractive.

The "VierViertel” studio in which young creative minds
can pursue their passions has since become something
of an institution. As a result, we are keen to continue with
these artistic traditions in the city’s Eltingviertel district

in the future. Last summer, we extended the support
program for another two years - securing the future of the
“VierViertel” until the summer of 2019.

As well as benefiting the scholarship winners themselves,
the program also benefits local residents who can take

part in seminars and workshops and seek inspiration from
the artists.

Maren Precht studied product
design and works in the “VierViertel”
studio for neighborhood develop-
ment. Her “We are neighbors”
initiative develops ideas and projects
together with residents of the
Eltingviertel district for a stronger
community in the form of various
workshops and actions.

Keeping in good condition

Being creative



At Home

Nowadays, people are looking for more than just an
apartment that they feel comfortable in and that is the
right size and price. The environment in which they
live, their neighborhood, is at least as important to

Sculpture competition.

In September 2017, the ten artists
selected as part of the competition
met up in three different neighbor-
hoods in Essen, Frankfurt and Berlin
to familiarize themselves with the
areas. Workshops were organized
to provide them with information on
the local history and neighborhood
development.

Culture Is a Must.

What constitutes quality of life in a neighborhood? The
main features include adequate infrastructure including
schools, public transport and stores as well as residential
buildings that are in a good condition, both in technical
terms and with regard to energy efficiency. But cultural
facilities are just as important. After all, the things that
make a neighborhood unique depend on the distinctive
touches that we add to it.

As part of a supraregional sculpture competition in the
late summer of 2017, 122 artists submitted their ideas
showing how they would render issues relating to social
and cultural aspects of neighborhood development in
artistic form. A selection committee evaluated all of the
submissions and selected 30 artists to submit proposals
for a sculpture to be erected in the cities of Essen, Frank-
furt and Berlin. The selected winning proposals will be
announced in March 2018 and the sculptures are schedu-
led to have been erected by 2020.

»Sustainability is a concept that is often
difficult to comprehend - especially for young
people. Art can breathe life into a topic and
make it more tangible. That’s why we were
happy to take on the challenge and make the
bunker available for urban art.«

Nils Bartels, Regional Manager Vonovia North
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Joining in and having a go.

Local residents also had the chance
to pick up one of the spray cans
and have a go at graffiti.

Street Art Meets Sustainability.
During the war, the Sandkrug bunker in Kiel's Gaarden
district kept shipyard workers safe during air raids. After
the Second World War, the four-story building no longer
had a purpose. The bunker, which is part of Vonovia's
portfolio, has been covered by a preservation order since
2010. The decades have certainly left their mark on the
gray concrete facade. Last summer, this presented a
perfect opportunity for street artists to add a splash of
color to the gray bunker walls. As part of a project with
the motto “Bunte Welt - Colour your life”, they sprayed a
huge graffiti scene on the bunker facade.

Under the auspices of Kiel's mayor, the project was laun-
ched by the charity “Blindnis Eine Welt Schleswig-Hol-
stein e.V." and was realized together with the Gaarden
district business agency and Vonovia. The campaign
focused on the global objectives of the United Nations for
a sustainable future.

Street Art. A large
festival offering

a whole host of
different activities
was organized to
mark the official
opening of the art
project on July

21., 2017 Visitors
were able to visit
a pop-up street
art gallery in an
empty commercial
property owned by
Vonovia.
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Working together -

to take
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tothe pext level

The Eltingviertel district in

Essen - a prototype for
successful neighborhood
development

- Involving relevant groups

Vonovia

City of Essen

Architects and urban planners

Energy utilities

A
1.
2.
3. Neighborhood residents
4.
5.
6.

InnovationCity

1. Modernization concept (Vonovia)
2. Infrastructure and open space concept

3. Energy supply concept

4. Financing (using public-sector subsidies)

C - Implementation and support

within the neighborhood

1. Support for residents
2. Establishment of a neighborhood

management team
3. Establishment of social and cultural projects

rstrafbe

Bluche!

af>e
\(atlen‘o‘“chsu

Siderichstra®

Karolingerstrae

B - Holistic planning (master plan) B

Total investment volume
around € 35 million 2015-2020

Phase 1 I
> 2015-2017 Victoriahof
(176 units)

4

l

Phase 2 and 3 I I

>
>

Berne- and

) Eltinghof
Renovation of (245 units)

vacant apartments
and residential
environment

Modernization

New construction

Mathiashof
(130 units)
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8,40 O residents

=
4,600 rousenoias

o

1,40 O Vonovia

units

Before:

> Weak social structure

> High vacancy rates, high level of fluctuation

> Poor-quality building structures, unattractive
residential environment

> Urban development shortcomings,
lack of neighborhood center

> Lack of shopping facilities

But:
Good location thanks to proximity
to the university and downtown

Today:

A lively neighborhood charac-
terized by a spirit of optimism
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Not so long ago, external partners were responsible for
maintaining the outdoor areas belonging to our real estate
portfolio. Today, Vonovia is increasingly assuming responsibility

for these areas itself. And that's not all. In consultation with
municipal authorities and tenants, Vonovia's residential
environment organization is also putting a large number of
new ideas into practice to make its neighborhoods even more
appealing.

“Testing workshop" for outdoor furniture, which employees of the
Residential Environment Services department can try out, rate and select.



An attractive residential environment
opens up a lot of opportunities ...

When you start talking to Torsten Kirberger and Ullrich
Pinick about the opportunities and challenges associat-
ed with residential environment development, you will
soon realize that the discussion could well take more
time than you bargained for. After all, the two project
managers working within Vonovia's relatively new Res-
idential Environment Service department are certainly
not short of ideas. Torsten Kirberger: “Although our area
of responsibility only forms a small part of the company
as a whole, it has a huge emotional impact on customer
satisfaction.” The decision to fell just one old tree can
soon sour the mood of some inhabitants. Vice versa, a
new park bench in the right location is enough to win
friends for life.

With the support of two partner companies for grounds
maintenance, Vonovia's residential environment
organization currently manages outdoor areas span-
ning a vast area of almost 40 million square meters
across Germany. This is the size of 5,400 soccer fields.
Vonovia's in-house team now boasts more than 600
employees: Gardeners, pavers and landscape archi-
tects - together, they make sure that the outdoor areas
and facilities are maintained or systematically upgraded.

Keeping in good condition

The right height is essential for sitting
comfortably, even for park benches.

Dortmund-Nette. Vonovia gives out flowers to its custo-
mers at the annual flower festival; thus, nothing stands in
the way of springtime balconies.

And the plan is to expand the team even further across
the board: After all, there isn't just a lot to be done - the
company also has a lot of new ideas that it wants to
implement. Vonovia has also made the decision to focus
more on new construction, meaning that the residential
environment team will be responsible for even more
large-scale gardening and landscaping projects in the
future.

... and brings the neighborhoods into

the spotlight

The bigger the contiguous groups of buildings that
Vonovia has in a certain area, the more it pays to focus
on the residential environment from the perspective
of the neighborhood as a whole. This is precisely what



14,275,774 m?>

of lawn is tended to by our residential

environment organization.

211,632 trees

can be viewed by our tenants from
their apartments.

310 km
of hedges

adorn our properties.




Vonovia did three years ago in the Eltingviertel district
in Essen. Within a short amount of time, the district in
the North of the city was turned into a flagship project
for successful neighborhood development. Since then,
numerous new projects with a similar focus have been
launched in various locations. They all share a common
objective: to boost the feel-good factor for Vonovia's
tenants by improving the quality of the residential envi-
ronment. It goes without saying that this is ultimately of
economic benefit to Vonovia as well. It has been proven
that an accepted residential environment also translates
into lower property management costs, e.g. because
there is less waste to clear up and less vandalism.

Nevertheless, there are a few critical questions worth
asking: Are the costs involved appropriate in relation to
the benefits? And is the topic of neighborhood man-
agement compatible with Vonovia's business approach
at all? Neighborhoods are individual and shaped by
regional characteristics, while Vonovia's strength lies in
standardization.

Involvement as the key to success

Each neighborhood development project has its own
special features, which means that there is no one-size-
fits-all approach. This applies first and foremost as far
as "interests and stakeholders” are concerned. Never-
theless, Vonovia can put the strengths of its business
approach to good use in this respect too.

Dortmund-Westerfilde. At a cooperation workshop, tenants can
also share their ideas on shaping their residential environment.

The most important aspect when embarking on a
neighborhood project is an in-depth status assessment
performed by Vonovia's project managers. This process
involves collecting key data and holding extensive talks
with local institutions. It also involves identifying and
analyzing the expectations of the various stakehold-
ers, such as tenants. Kirberger explains: “Stakeholder
involvement is the name of the game when it comes to
executing successful neighborhood projects. This is why
we seek dialogue with relevant local groups very early
on. These not only include the municipalities, but also -
and most importantly - the tenants. We use tenant sur-
veys to gather information on what they think.” At this
stage in the process, the project managers prefer to call
upon the support of neutral bodies such as Dresdner
Projektschmiede, a polling organization that specializes
in tenant surveys, or local neighborhood institutions
that tend already to enjoy the trust of local tenants.

While this approach might be a time-consuming one, the
hard work pays off, because it allows the project managers
to launch the tenant consultation process well prepared.
During these talks, adopting the right approach to certain
topics can allow the project managers to build trust so
that they can work with the individuals involved to identify
the right common course of action. A recent example
involves a project in Dortmund-Westerfilde, where



outdoor areas were upgraded, play areas designed,

and building entrances made fully accessible with the
support of the city authorities and a combination of
state and federal government funds. Neighborhood
development projects are now very likely to be granted
public-sector subsidies thanks to a large number of fed-
eral and state initiatives to promote the establishment
and expansion of green spaces within cities. As a result,
checking the subsidies available is just as much part of
the project routine as tenant involvement.

Standards as the key to success

When it comes to the actual objects to be used in a
project, a neighborhood'’s individuality is less of an issue.
There might well be 300 different types of park bench,
but a selection of three still offers sufficient choice.

The same applies to playground equipment: instead of
keeping an inventory comprising several hundreds of
different types of equipment produced by various manu-
facturers, the range has now been whittled down to 20
pieces of playground equipment provided by one sole
manufacturer. This allows Vonovia to improve safety
standards without having to compromise on the fun
involved for the children who will use the playground
later on. Ullrich Pinick adds: “Thanks to our nationwide
contractual partners, we can also develop and build spe-
cial models for larger neighborhood projects at a very
low cost - not only for children, but for adults too.”

Once again, Vonovia's scaling strategy is immediately
evident. Pinick: “We buy 4,000 bicycle stands from a
manufacturer as opposed to 400. This has a clear im-
pact on the price. The same applies to other things such
as paving stones, fences and plants.” Another reason
why neighborhood development projects can benefit
from the cost advantages is that Vonovia can achieve
more than its peers with the same amount of money.
In addition, a smaller number of suppliers and defined
product standards result in shorter delivery periods,
improved planning reliability, and, as a result, faster
implementation.

Even the small residents are
taken care of: Vonovia has over
5,000 playgrounds in its portfolio.

Dortmund-Westerfilde. The development
concept contains a shared space with
seating options and tenant gardens.

Outdoor storage containers are another example: Man-
ufacturers have traditionally offered three different sizes
of container; one for walkers, one for strollers and one
for bicycles. Pinick: “But we want one standard size that
we can then purchase in large quantities. So we talk to
the manufacturer and get them to simplify the product
to meet our needs. In so far as possible, we try to ensure
that everything we build can be used for multiple pur-
poses to achieve flexibility.”

Reliable processes as the key to success
In order to make sure that the outdoor areas are kept

in good condition, they are inspected by caretakers on
a weekly basis. This is another area in which Vonovia's
strengths come to the fore: If a caretaker identifies

a defect, he immediately passes the information on

to the residential environment organization using his
iPad, where the report is handled. Defects reported by
tenants are routed to Vonovia customer service. There,
a ticket is created and commissioned directly to the
residential environment organization. Public safety
checks on trees, playgrounds and outside areas are also
conducted as a matter of routine and in line with statu-
tory requirements.

A geographic information system (GIS) that is constant-
ly updated is used to provide technical support to the
Residential Environment Service department in its work.
It provides all of the responsible employees within the
Group and the external service providers with all the
relevant qualitative and quantitative data on the outdoor
areas - from meadows, shrubs and trees to lawns, play-
grounds and the areas to be cleaned or cleared of snow
and ice.
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Torsten Kirberger (1) and Ullrich Pinick (r) (Vonovia Residential Environ-
ment Service) plan the residential environment of a Vonovia property in
Berlin with Sebastian Kriiger (center) (Regional Manager Berlin).

»Although our area
of responsibility only forms

a small part of the company Vonovia has established itself as a partner
. Vonovia has since made a name for itself on the basis
as a whole, it has a

of its strengths and expertise in the field of residential

huge emotional impact on environment development. The City of Hamburg, for
example, recently approached the company asking for
customer satisfaction.« its support with the organization of tenant workshops
and the consultation process as part of an open space
Torsten Kirberger, Ullrich Pinick, Vonovia Residential Environment Service planning competition in the traditionally underprivileged

district of Hamburg-Steilshoop. And on the other side of
the Elbe River, in Hamburg-Wilhelmsburg, the city au-
thorities and Vonovia have joined forces to think about
how to achieve a more diverse resident structure, using
vertical expansion, densification, and new construction
measures, but also with the help of creative residential
environment concepts.



The residential environment
organization is growing: Over
590 employees already work
in this Vonovia department.

The team: small and effective

Given just how much the core Residential Environ-
ment Services team at Vonovia achieves, it has a very
streamlined structure. Or a very efficient structure, as
Vonovia likes to describe it. At present, the more than
100 medium-sized and large-scale projects the depart-
ment is currently working on are being tackled by ten
open space planners and project managers, including
Kirberger and Pinick. This approach works thanks to
the particularly strong spirit of cooperation between
the individuals involved and the very close collabora-
tion with regional managers, real estate managers, and
local partners. The fact that the landscape architects,
planners, and project managers constantly provide each
other with feedback also proves to be a huge advan-
tage - and one that is probably unique in this form: This
feedback keeps the need for the sort of unpopular extra
work that can make a project so much more expensive
to a minimum.

And what’s next on the agenda?

The duties assigned to Torsten Kirberger and Ullrich
Pinick, who are both responsible for landscaping, remain
varied and keep them constantly on the move. In Bielefeld-
Sennestadt, for example, they are currently working with
the regional management team on relocating walkways
so that they lead straight to the buildings. This will allow
pedestrians to avoid the neglected green spaces
(=garbage traps), which are generally difficult to
maintain, and will also serve to cut costs. There are also
plans to improve the parking situation and to implement
a state-of-the-art mobility concept featuring car-pooling
spaces and electric charging stations for cars and bicy-
cles. These measures will satisfy customer needs and
create structural advantages. The project is to be round-
ed off by the remodeling of a neighborhood square.

3,315,878 m?

is the amount of outdoor area (private
and public sidewalks) we sweep and clean.

2,493,249 m

is the amount of outdoor area
we shovel and grit.

In Dortmund-Westerfilde, the plans developed together
with the city authorities are still being completed: the
team is currently looking into accessible garbage col-
lection points as a small additional project. The current
plans involve digging the garbage cans so deep into

the ground that they can be used from a height of 1.10
meters, i.e. by a child or wheelchair user. This creates
customer satisfaction.

In Aachen-Preuswald, one project is focusing on the
further development of a neighborhood square. The
principle target groups are senior citizens and students.
In order to be able to navigate the square at a leisurely
pace, the senior citizens need places where they can
stop to catch their breath every now and again. As the
resting areas were removed at some point, the square
needs a new set of benches. And the students? The best
way to improve their quality of life nowadays is to offer
a WiFi connection. Implementing this idea would be
another new project for Vonovia. But this shouldn't be a
problem: after all, putting innovative ideas into practice
is now part of Vonovia's day-to-day business and will
remain so for as long as this is beneficial to both its
customers and Vonovia.
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Key Figures

Financial Key Figures in € million 2013 2014 2015 2016
Rental income 728.0 789.3 1,414.6 1,538.1 1,667.9
Adjusted EBITDA Operations 442.4 503.4 957.6 1,094.0 1,224.2
Adjusted EBITDA Rental 433.0 482.6 924.4 1,046.2 1,150.0
Adjusted EBITDA Value-add Business* 10.5 23.6 37.6 57.0 102.1
Adjusted EBITDA Other -1.1 -2.8 -4.4 -9.2 -27.9
Income from disposal of properties 353.5 287.3 726.0 1,227.9 1,206.4
Adjusted EBITDA Sales 27.7 50.1 71.1 92.5 110.8
Adjusted EBITDA 470.1 5535 1,028.7 1,186.5 1,335.0
EBITDA IFRS 431.0 500.3 838.4 1,083.7 1,271.8
FFO 1 223.5 286.6 608.0 760.8 920.8
thereof attributable to Vonovia shareholders 218.4 275.1 555.5 713.4 866.2
thereof attributable to Vonovia hybrid capital investors - - 33.0 40.0 40.0
thereof attributable to non-controlling interests 51 11.5 19.5 7.4 14.6
FFO 2 251.2 336.7 662.1 823.8 1,012.4
AFFO 203.5 258.3 520.5 689.2 835.1
FFO 1 per share in € 0.95 1.00 1.30 1.63 1.90
Income from fair value adjustments of investment properties 553.7 371.1 1,323.5 3,236.1 3,434.1
EBT 689.6 589.1 1,734.5 3,859.8 4,007.4
Profit for the period 484.2 409.7 994.7 2,512.9 2,566.9
Cash flow from operating activities 259.6 453.2 689.8 828.9 946.0
Cash flow from investing activities 171.3 -1,177.9 -3,239.8 416.4 -1,350.1
Cash flow from financing activities -353.2 1,741.7 4,093.1 -2,812.4 -870.5
Maintenance and modernization 228.4 345.5 686.3 792.4 1,124.8
thereof for maintenance expenses and capitalized maintenance 157.6 173.8 330.7 320.1 346.2
thereof for modernization 70.8 171.7 355.6 472.3 778.6
Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
Key Balance Sheet Figures in € million 2013 2014 2015 2016 2017
Fair value of the real estate portfolio 10,326.7 12,759.1 24,157.7 27,115.6 33,436.3
Adjusted NAV 5,123.4 6,472.0 11,273.5 14,328.2 18,671.1
Adjusted NAV per share in € 21.74 22.67 24.19 30.75 38.49
LTV in % 48.1 49.3 46.9 41.6 39.8
Non-Financial Key Figures 2013 2014 2015 2016 2017
Number of units managed 201,737 232,246 397,799 392,350 409,275
thereof own apartments 175,258 203,028 357,117 333,381 346,644
thereof apartments owned by others 26,479 29,218 40,682 58,969 62,631
Number of units bought 0] 31,858 168,632 2,815 24,847
Number of units sold 6,720 4,081 15,174 26,631 11,780
thereof Privatize 2,576 2,238 2,979 2,701 2,608
thereof Sell portfolio** 4,144 1,843 12,195 23,930 9,172
Vacancy rate in % 3.5 3.4 2.7 2.4 2.5
Monthly in-place rent in €/m? 5.40 5.58 5.75 6.02 6.27
Organic rent increase in % 19 2.5 2.9 33 4.2
Number of employees (as of Dec. 31) 2,935 3,850 6,368 7,437 8,448
EPRA Key Figures in € million 2013 2014 2015 2016 2017
EPRA NAV 5,123.4 6,578.0 13,988.2 17,047.1 21,284.6
EPRA NAV per share in € 21.74 23.04 30.02 36.58 43.88
EPRA NNNAV = = 9,739.8 12,034.4 14,657.5
EPRA earnings - - 329.2 450.0 573.1
EPRA net initial yield in % - - 4.5 4.1 3.7
EPRA topped-up net initial yield in % N N 4.5 4.1 3.7
EPRA vacancy rate in % 3.1 3.0 ) 2.2 23
EPRA cost ratio (incl. direct vacancy costs) in % - - 31.9 28.4 26.2
EPRA cost ratio (excl. direct vacancy costs) in % - - 30.2 27.0 24.7

* Previously “Adjusted EBITDA Extension”

** Previously “Non-Core/Non-Strategic"”

The key figures from prior years have been adjusted to match the definitions of the 2017 fiscal year. The key figures per share are based on the shares
carrying dividend rights on the corresponding reporting date: values for 2014, 2013 TERP adjusted.
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The Company and its Shares Letter from the Management Board

Dear Shareholders,
Ladies and Gentlemen,

Almost five years have now passed since we went public with what was then our new business
model. Our objective was an ambitious one: We aimed to achieve nothing less than to use our
strategy to reconcile what had, until then, been considered opposing interests of our target groups
in a manner that would allow all of them to benefit: our investors, our tenants and employees, as
well as society at large.

Today, we know that our idea was the right approach. Quarter after quarter, we continue to
show that customer orientation is not just one of many factors, but rather plays the decisive role
in our ability to manage residential properties successfully in the long term. The only prerequi-
site: We have to pursue an entrepreneurial approach - utilize efficiency potential, be creative
and exhaust the commercial opportunities that arise.

Our 4+1 strategy, which essentially relies on a scalable business model, financing, portfolio
management and property-related services as well as on making acquisitions as and when
opportunities present themselves, has guided us along this path in recent years. The application of
this strategy has not only changed the quality of our portfolio and the way in which we manage
our properties, but has also resulted in us offering a much wider range of services: Today, we
are more than just a property manager. We are a service provider that understands its custom-
ers increasingly better and is able to offer them growing support with innovative products

and services. We also have our solid financial position to thank for our ability to achieve this -
we have all of the possible options open to us in terms of our further development.

Let's take a look at developments over the last fiscal year: In 2017, we picked up exactly where
we had left off in the previous year in terms of continuing with our strong operating performance.
In the Rental segment, we implemented our modernization and new construction measures as
planned. Our innovative new building solutions using a standardized series construction system
allowed us to underpin the role in which we see ourselves, namely as a company that provides
impetus for the industry as a whole. In the Value-add Business segment, we successfully expand-
ed the services provided by the craftsmen’s organization and our residential environment organi-
zation. At the same time, we also witnessed growth in our condominium administration, the
supply of cable TV to tenants, and metering and insurance services. In the Sales segment,

we continued to pursue our strategy of selective sales, reducing our portfolio significantly in
regions that are not strategically relevant to us. We sold a total of just under 12,000 apartments
in 2017 and acquired almost 25,000.



Letter from the Management Board

Rolf Buch Dr. A. Stefan Kirsten
Chairman of the Management Board (CEQ) Member of the Management Board (CFO)

Klaus Freiberg Gerald Klinck
Member of the Management Board (COO) Member of the Management Board (CCO)
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The Company and its Shares Letter from the Management Board

\We were able to either reach or outstrip our quantitative targets: Including the conwert portfolio
for the first time, the adjusted NAV per share rose by around 25% year-on-year to € 38.49
thanks to the very positive development of our property values. Increased efficiency, positive
financing effects and growth in our Value-add Business segment, which comprises property-
related services, pushed the FFO 1 up by 21% to € 920.8 million. This meant that it was once
again up slightly on the most recent forecast. We had aimed to achieve a stabilization in our
customer satisfaction indicator, the CSI. In actual fact, however, it climbed by 1.6%.

In addition to these operational achievements, we were also successful in other areas: We
completed the integration of the conwert Group comprising 208 companies and also achieved
a legal merger of Gagfah S. A. with our company. Over the last fiscal year, we borrowed funds
of around € 2.9 billion from a variety of sources and repaid loans worth more than 3.2 billion.
Our financing remains stable, meaning that we can cover our liquidity needs on the capital
market at all times. The key indicator in this regard, the loan-to-value ratio, came to 39.8% as
of December 31, 2017.

Our share price showed exceptionally good performance last year, climbing by almost 34%
and clearly outperforming the DAX (+12.5%). We see this as confirmation that, thanks to its
stable business model, Vonovia is seen as a reliable player by stock market investors.

In 2018, we want to successfully continue on the path we have forged and further strengthen
our leading position on the residential real estate market. In order to achieve this, we will be
working on making further improvements to our customer services and expanding our service
business. Energy services and energy distribution are a new service area that we believe holds
the promise of good development.

We will be stepping up our investment program in 2018: All in all, the aim is to achieve a mainte-
nance and modernization volume of €1.4 billion. This includes the construction of new apart-
ments, the addition of stories to existing properties and modernization in response to tenant
requests. Capitalized maintenance will increase to a volume of more than € 360 million. In the
current fiscal year, we will continue to dispose of properties that do not fit with our real estate
portfolio in the long term, after which this process will be close to completion.

This means that our figures will continue to improve overall: Despite the sales, we expect our
rental income to remain stable, meaning that, together with improvements in other operating
earnings items, we will be able to increase our FFO 1 further, bringing it to a value of between
€960 million and € 980 million, a figure that does not include acquisitions.

As far as our dividend is concerned, we will be proposing the distribution of €1.32 per share to
the Annual General Meeting on May 9, 2018. This would see the dividend increase by 18%
year-on-year. When given the choice of either a cash dividend or a stock dividend last year, half
of our shareholders opted for a stock dividend. We believe that this relatively high value is a
clear sign of confidence.

What does the future hold for us strategically? The positive developments seen in recent years
have boosted the confidence in our business model. Our numerous talks with market partici-
pants have shown that the opportunities and challenges facing many European metropolitan
areas are similar to those in Germany. This is why, after performing an in-depth analysis, we
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have decided to add a European component to our strategy, which was previously focused on
Germany, i.e. to turn our 4+1 strategy into a 4+2 strategy. This decision gives us the option not
only of purchasing portfolios where opportunities present themselves in Germany, but also of
pursuing activities in other European countries.

We took the first step in this direction in October, when we concluded a partnership agreement
with the French Groupe SNI, which is now operating under its new name CDC habitat. CDC
habitat is France's biggest landlord with around 348,000 apartments. We want to use our
collaboration to evaluate common growth and investment opportunities.

In addition, we made a purchase offer to the shareholders in the Austrian company BUWOG AG
for their shares at the beginning of February of this year, after having published a corresponding
announcement in December 2017. The acquisition of the conwert portfolio means that we have
already been managing a small portfolio in Austria since last year. The acceptance of the offer
would see the Austrian portfolio grow to around 24,000 apartments in the future.

BUWOG's portfolio includes a total of around 49,000 apartments, 55% of which are located in
Germany, in cities including Berlin and Hamburg. In Austria, BUWOG's portfolio is spread over
Vienna in particular and the regional centers of Graz, Klagenfurt, Salzburg and Villach. The
successful integration of the portfolio would allow us to achieve cost advantages of € 30 million
ayear.

In order to exploit these cost advantages, realize integration projects like these and - in gener-
al - to be able to efficiently manage such an extensive portfolio, we need employees who are
committed to common goals. My colleagues on the Management Board and | would like to
thank the now almost 8,500 Vonovia employees for their considerable commitment.

We were deeply saddened to learn of the passing of Dr. Wulf H. Bernotat last year. He had been
Chairman of Vonovia's Supervisory Board since June 2013 and supported our company's ascent
from the IPO to the MDAX and then into the DAX 30. As a Chairman, whose thoughts and
actions were always guided by a sense of entrepreneurial spirit, he made a particular contribu-
tion to supporting our strategic realignment, playing a decisive role in shaping our company'’s
development.

We would like to thank you, our shareholders, for the trust you have placed in us with your
investment in our company. We are confident that we will be able to continue successfully on
our positive trajectory with our extended strategy - ensuring both your satisfaction and the
satisfaction of the people who form the basis for our joint success: our tenants and our customers.
Bochum, Germany, March 2018

Sincerely,

Rolf Buch
Chairman of the Management Board

-

Rolf Buch (CEO)
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The Company and its Shares Management Board

Management Board

The Management Board of Vonovia SE consisted of four members as of December 31, 2017.

Rolf Buch
Chairman of the Management Board (CEO)

As Chief Executive Officer, Rolf Buch is responsible for
transactions, general counsel, HR management, auditing,
corporate communications, land management and
sustainability. Before joining the company in 2013, Buch
was a Member of the Management Board at Bertels-
mann SE and Chairman of the Management Board at
Arvato AG. During his time at Arvato, the company
grew into a global BPO service provider with over
60,000 employees in more than 40 countries and
became the fastest-growing division of Bertelsmann SE.
Buch began his career at Bertelsmann in 1991 after
studying mechanical engineering and business manage-
ment at RWTH Aachen University.

Klaus Freiberg
Member of the Management Board (COO)

As Chief Operating Officer, Klaus Freiberg is responsible
for product management, IT, customer service, residen-
tial environment, technical caretaking services and the
local rental business in the various regions (North,
South, Southeast, East, Central, West). He held various
leadership positions within the Arvato Group (Bertels-
mann) in the period between 1995 and 2010, where he
assumed responsibility for, and worked on the optimi-
zation of, the Service Centers of Deutsche Post and
Deutsche Telekom, among other things. Klaus Freiberg
is a recognized expert in making companies custom-
er-focused. Klaus Freiberg completed his degree in
history, social sciences and economics at the West-
falische Wilhelms University of Minster in 1990.

Dr. A. Stefan Kirsten
Member of the Management Board (CFO)

As Chief Financial Officer, Dr. A. Stefan Kirsten is
responsible for finance, accounting, tax, insurance and
investor relations. In his last position, Dr. Kirsten was
CEO of the trading and real estate group Majid Al
Futtaim Group LLC in the United Arab Emirates. Before
that, he was, among other things, CFO of Metro AG and
ThyssenKrupp AG. Dr. Kirsten studied business man-
agement and IT at the FernUniversitat in Hagen, a
distance-learning university, and Goéttingen University.
He obtained his PhD (earning the title of Dr. rer. pol.) at
the University of Liineburg. Since 1995, he has been
lecturing at various German and foreign universities,
including his appointment at the Westphalian University
of Applied Science in Gelsenkirchen, where he has been
lecturing since 2001 after being awarded an honorary
professorship.

Gerald Klinck
Member of the Management Board (CCO)

As Chief Controlling Officer, Gerald Klinck is responsible
for controlling, property valuation, central procurement
and Immobilien Treuhand. Gerald Klinck joined the
GAGFAH Group in 2011 and was appointed as CFO a
year later. By this point in time, he already had 15 years
of experience in the real estate sector. Gerald Klinck
started his career at HSH Nordbank AG, where he was
appointed to join the management team of HSH N REAL
ESTATE CONSULTING GmbH as CFO in 2003 after
heading up the organizational unit responsible for equity
investments. The business management graduate
moved to GEHAG GmbH, which was incorporated into
Deutsche Wohnen AG, in 2006, where he was responsi-
ble for corporate control and planning. He became a
member of the extended management team of Deutsche
Wohnen AG in 2009. Gerald Klinck studied business
management in Lineburg, majoring in financing.



Supervisory Board

Supervisory Board

The Supervisory Board currently consists of eleven members. In accordance with
the Articles of Association, the election to be held at the Annual General Meeting on
May 9, 2018, is to appoint a replacement for the twelfth mandate performed by

Dr. Wulf H. Bernotat up until August 26, 2017.

Prof. Dr. Edgar Ernst

Chairman (since September 7, 2017)

Deputy Chairman (until September 7, 2017)
President of the German Financial Reporting
Enforcement Panel

Burkhard Ulrich Drescher
Managing Director of InnovationCity Management
GmbH

Dr. Florian Funck
Member of the Management Board
of Franz Haniel & Cie. GmbH

Dr. Ute Geipel-Faber
Self-employed management consultant

Hendrik Jellema
Chairman of Stiftung Berliner Leben

Daniel Just
Chairman of Bayerische Versorgungskammer

Hildegard Miiller
Member of the Management Board of innogy SE

Prof. Dr. Klaus Rauscher
Deputy Chairman (since September 7, 2017)

Self-employed management consultant

Dr. Ariane Reinhart
Member of the Management Board of Continental AG

Clara-Christina Streit
Self-employed management consultant
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Christian Ulbrich

Global CEO & President Jones Lang LaSalle
Incorporated

Member of the Board of Directors of Jones Lang LaSalle
Incorporated

Members Who Left the Supervisory Board

Dr. Wulf H. Bernotat
Chairman (until August 26, 2017)
Former CEO of E.ON AG

Supervisory Board Committees

Executive and Nomination Committee

Dr. Wulf H. Bernotat, Chairman (until August 26, 2017)
Prof. Dr. Edgar Ernst, Chairman (since September 7, 2017)
Hildegard Miller

Prof. Dr. Klaus Rauscher

Clara-Christina Streit

Dr. Ariane Reinhart

Audit Committee

Prof. Dr. Edgar Ernst, Chairman

Dr. Wulf H. Bernotat (until August 26, 2017)
Burkhard Ulrich Drescher

Dr. Florian Funck

Hendrik Jellema

Finance Committee

Clara-Christina Streit, Chairwoman

Dr. Wulf H. Bernotat (until August 26, 2017)
Prof. Dr. Edgar Ernst (since September 7, 2017)
Dr. Ute Geipel-Faber

Daniel Just

Christian Ulbrich
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Report of the Supervisory Board

Ladies and Gentlemen,

We were able to support the Management Board of
Vonovia SE through a very positive 2017 fiscal year: The
Management Board continued to pursue its long-term
strategic approach and exploited the company’s good
market position in order to further develop the strategy
in the interests of the company and its shareholders.
The operating business showed successful ongoing
development: The company improved its performance
data, forged ahead with the extensive investment
program and made good progress with the expansion of
its service business. These developments once again
allowed Vonovia to achieve very good annual financial
performance. As part of the expansion of the opportun-
istic growth strategy to cover foreign regions, a move
which we support, the company entered into a coopera-
tion with Group SNI (CDC habitat), a French company
that pursues a similar business approach to Vonovia.
This was followed, at the end of the year, by a takeover
offer made to the shareholders in the Austrian company
BUWOG AG. Allin all, we are very satisfied with the
development of Vonovia SE in 2017.

It is with great sadness that we continue to mourn the
passing, on August 27, of Dr. Wulf H. Bernotat, the
long-standing Chairman of the Supervisory Board who
remained in office in the 2017 fiscal year as well, and
deeply regret the fact that he is no longer able to share
in this success. Dr. Wulf H. Bernotat had been at the
helm of the Supervisory Board since 2013 and played a
particular role in shaping Vonovia's development. He
accompanied and supported the company's strategic
realignment with a combination of true entrepreneurial
spirit, vision and experience. It is with a great sense of
solidarity that we pay tribute to Dr. Bernotat post-
humously for the extraordinary contribution he made
to Vonovia's success.

In the 2017 fiscal year, the Supervisory Board continu-
ously monitored the Management Board's management
activities and provided the Management Board with
regular advice concerning the running of the company.
We were able at all times to establish that their actions

were lawful, expedient and regular. The Management
Board fulfilled its information obligations to an appropri-
ate extent at all times, notifying us regularly, promptly
and comprehensively, both in writing and verbally, of all
circumstances and measures that were relevant to the
company. This also included notifying us of any discrep-
ancies between the planning and the actual course of
business events.

In both committees and plenary meetings, we always
had ample opportunity to critically appraise the reports
and proposals submitted by the Management Board and
to contribute our own suggestions. We discussed and
tested the plausibility of all business occurrences of
significance to the company, as communicated to us by
the Management Board in written and verbal reports, in
detail. Where required by law or the Articles of Associa-
tion, we granted our consent to individual business
transactions.

Cooperation Between the Management Board

and the Supervisory Board

Up until August 26, 2017, the Supervisory Board consist-
ed of twelve members, and thereafter of eleven. We
were on hand to support the Management Board in the
various meetings held and also in its key decisions. We
also kept a close eye on the company's business devel-
opment outside of meetings. The Management Board
regularly informs us about key events and the compa-
ny's strategic direction as part of a collaboration based
on trust.

In my role as Supervisory Board Chairman, | remained in
close contact with the Management Board even be-
tween Supervisory Board meetings, regularly exchang-
ing information and ideas. Other senior management
and supervisory personnel were promptly notified of
any important findings or judgments, and at the latest
by the next board meetings.
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During the fiscal year, the only conflicts of interest of
Management Board or Supervisory Board members,
which are to be reported immediately to the Supervisory
Board, related to the Supervisory Board's decision to
make a takeover offer to the shareholders of BUWOG
AG; Vienna/Austria. A member of the company’s Super-
visory Board, who is also a shareholder in BUWOG AG,
did not take part in the consultation or decision-making
processes that took place on December 1, 15 and 17, 2017.
Important transactions involving Supervisory Board
members and other related parties within the meaning
of IAS 24, including family members and intermediate
companies, were reviewed on a regular basis.

Focal Points of Our Work

In line with the duties assigned to the Supervisory Board
by law, the Articles of Association and the rules of
procedure, we closely scrutinized the Group's operation-
al, economic and strategic progress last year.

In 2017, our advisory sessions and resolutions focused,
in particular, on Vonovia's strategic and operational
further development. This included the expansion of the
service offering, the implementation of the investment
program, including the investments in new living space,
the exploitation of opportunities resulting from digitiza-
tion, the portfolio strategy, internationalization and
opportunities for further portfolio expansion. We also
took an in-depth look at the future management struc-
ture of the company.

Meetings

In the 2017 fiscal year, the Supervisory Board met a total
of nine times to pass resolutions: five times at meetings
(March, May, August, September, December) four
times using conference calls (July, October, twice in
December) and twice via written circular (January,
February). Any members absent from the various
meetings had always been excused. Four members were
excused from the conference call held on July 10, 2017,
one was excused from the meeting on August 1, 2017,
one from the meeting on September 7, 2017, two from
the conference call on October 9, 2017 and two from the
conference calls held on December 15 and December 17,
2017 in each case.

Vonovia SE Annual Report 2017

Participation in the nine Supervisory Board meetings
averaged 88% in the 2017 fiscal year. No member of the
Supervisory Board only took part in half of the meetings
or less during their term of office in the fiscal year under
review. The same applies to the committees.

In preparation for the meetings, the Management Board
submitted timely, comprehensive and valid written
reports and resolution proposals to us.

On January 3, 2017, we determined, and passed, a resolu-
tion via written circular on the maximum number of new
shares for the non-cash capital increase in connection
with the voluntary public takeover offer that Vonovia SE
made to the shareholders of conwert Immobilien

Invest SE.

On February 24, 2017, we approved the submission of
the "Declaration of Conformity by the Management
Board and the Supervisory Board of Vonovia SE to the
Recommendations of the German Corporate Govern-
ance Code pursuant to Section 161 of the German Stock
Corporation Act (AktG).”

On March 6, 2017, the Supervisory Board met to adopt
the balance sheet: We approved the company's annual
and consolidated financial statements as of Decem-

ber 31, 2016 and prepared the agenda and the resolution
proposals for the Annual General Meeting. This also
included the proposal for the first-time optional divi-
dend payment in the form of a stock dividend. Under the
“HR-related matters” agenda item, the Supervisory
Board discussed, and passed resolutions on, the remu-
neration and target achievement issues that had been
prepared by the Executive and Nomination Committee,
as well as the extension of CEO Rolf Buch's contract
until February 28, 2023. The status of the acquisition of
conwert Immobilien Invest SE, Vienna/Austria, was also
discussed: We discussed the resulting financial syner-
gies in detail, addressed the issues relating to the
operational integration of the German properties and
passed a resolution on a capital increase for other
conwert shares offered during the grace period. We also
discussed the company'’s operating business perfor-
mance and approved the neighborhood development
project in Berlin-Tegel involving the modernization of
1,100 apartments and the construction of 360 apart-
ments in the period leading up to 2023. Other topics
included financial performance, Vonovia's situation in
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the capital market environment and corporate govern-
ance from an outsider’s perspective.

At the meeting held on May 8, 2017, the Supervisory
Board took a detailed look at business developments on
the basis of the key operating figures. We addressed a
number of topics, including the investment programs,
the expansion of the technical service and the expan-
sion of the multimedia and metering services. In order
to evaluate the company's performance, we discussed a
comparison of key figures between Vonovia and various
peer group companies, paying particular attention to
expense, cost and interest rate structures. As far as
financial performance is concerned, we discussed the
rent ceiling and the link between the investment pro-
grams and rental price developments in Vonovia's
portfolio. Another agenda item was the development of
the company on the capital market and the feedback
from investors and analysts. In connection with the
transactions requiring our approval, we approved two
capital increases: The first was made in connection with
the scrip dividend and the second related to the merger
of Gagfah S. A. and Vonovia SE in return for payment of
compensation for the Gagfah shares that were canceled
in the form of new shares in Vonovia. We also approved
the construction of 950 new apartments in Berlin-
Siemensstadt. Within the context of HR matters, we
also discussed the remuneration paid to the Chairman
of the Management Board and succession planning for
the Management Board, taking the requirements
associated with a diversity concept into account. A final
topic for discussion was a media response report
showing that Vonovia is now outperforming numerous
competitors.

At a conference call held on July10, 2017, we discussed
the extension of Gerald Klinck's contract as a Manage-
ment Board member and Vonovia's future structure
regarding its functions/executive divisions, considering
the proportion of women.

At the meeting held on August 1, 2017, we evaluated the
Audit Committee’s reports for the first quarter of 2017
and the first half of 2017 as well as the strategic audit
objectives and the fee paid to the auditor for the 2017
fiscal year. Based on the preparatory work performed
within the Executive and Nomination Committee, we
discussed the situation relating to Management Board
succession and followed Gerald Klinck's wish not to

extend the contract as a member of the Management
Board beyond the agreed contract end date. In light of
the general diversity requirements, we set targets for
the period leading up to December 31, 2021, by which
time we aim to have a Supervisory Board that is at least
30% female and a Management Board that is at least
20% female. The meeting also focused on strategy:
Within this context, we discussed the opportunities
available for reducing the complexity of the company
structures, optimizing interest rates and making use of
other debt instruments. In terms of operational and
strategic matters, we looked, among other things, at the
expansion of services (energy distribution, electromobil-
ity), the greater use of digital channels for business
success and the stepped-up moves to develop the
portfolio by focusing on neighborhood development. We
also looked at the option of strategic investments and at
expanding Vonovia's strategy to make greater inroads
into international markets. Furthermore, we discussed
operating and financial performance as well as liability
management as a package of measures to refinance
bonds that are currently issued.

At the meeting held on September 7, 2017, the Supervi-
sory Board unanimously elected Prof. Dr. Edgar Ernst as
Chairman of the Supervisory Board with immediate
effect after Dr. Wulf H. Bernotat stepped down his
position as Chairman of the Supervisory Board and died
a short while later. Prof. Dr. Klaus Rauscher was also
unanimously elected Deputy Chairman by the Supervi-
sory Board at this meeting. The Supervisory Board
confirmed Prof. Dr. Ernst as Chairman of the Audit
Committee and approved the associated deviation with
the recommendation set out in the German Corporate
Governance Code, which Vonovia had complied with in
the past. The Supervisory Board elected Prof. Dr. Edgar
Ernst as member of the Finance Committee, also with
immediate effect. In addition, the Supervisory Board
decided not to fill the vacant twelfth mandate for the
time being, but rather to combine this process with the
next elections for the Supervisory Board as a whole,
which were scheduled for the next Annual General
Meeting.

At a conference call held on October g, 2017, we dis-
cussed the draft of a decision paper prepared by the
Finance Committee on the regional expansion of the
company's strategy and decided to include internation-
alization as a new component of Vonovia's strategy. We
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also discussed the further development of the Inter-
net-based landlord platform and decided to have an
external service provider perform an efficiency review
on the Supervisory Board's work.

The results of the efficiency review were presented and
discussed at the meeting held on December1, 2017. In
connection with the 2018 budget planning process, the
Supervisory Board discussed the possible termination of
the sale of the “Non-Core" properties and the issue of
increasing rent by way of modernization and new
construction. We also addressed the company's five-
year plan, including the plans to expand the Value-add
Business and continue the investment strategy. Given
the new strategic option of achieving further growth
abroad, too, we discussed the fundamental opportunity
to acquire the Austrian listed company BUWOG AG.
Other agenda items related to operating business
performance, financial performance, systematic neigh-
borhood development and the status/construction
process of the new company headquarters.

On December 15, 2017, we used a conference call to
discuss the potential acquisition of the Austrian compa-
ny BUWOG AG in detail, including the strategy, the
expected synergies and the risks associated with this
sort of transaction. Following a detailed discussion, we
gave the Management Board our consent to commence
negotiations on the conclusion of a business combina-
tion agreement as the basis for a voluntary public
takeover offer made to the shareholders and convertible
bondholders of BUWOG AG.

On December 17, 2017, we used another conference call
to continue our discussion on a potential public takeover
offer to be made to the shareholders of BUWOG. In
addition to the price range for an offer, we also dis-
cussed the financing side of things and the possible
expansion of the Management Board and Supervisory
Board of Vonovia SE to include BUWOG representatives
as part of the “friendly takeover.” We decided to let the
Finance Committee make the final decision on the
further measures associated with the takeover offer.
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Work of the Committees

In order to perform our duties effectively, we formed an
Audit Committee, a Finance Committee and an Execu-
tive and Nomination Committee. The committees
prepare subjects which are to be discussed and/or
resolved by the Supervisory Board. In addition, the
committees passed further resolutions that we had
delegated to them instead of passing them on the
Supervisory Board as a whole.

Audit Committee

The Audit Committee had five, later on four, members

in the reporting year: The Chairman was Prof. Dr. Edgar
Ernst. The other members were Dr. Wulf H. Bernotat
(until August 26, 2017), Burkhard Drescher, Dr. Florian
Funck and Hendrik Jellema. One position has been
vacant since August 27, 2017. The Audit Committee met
four times in 2017 (March, May, August, November) and
made one decision using the written procedure (January).

The Committee used the written procedure on January
3, 2017 to pass a resolution allowing KPMG to perform
non-audit services in Austria and Germany at the
conwert Immobilien Invest SE Group, Vienna/Austria
and its subsidiaries. This authorized KPMG to perform
tax consultancy services in particular as part of its
support for the ongoing tax audit. This did not restrict
the impartiality of the activities associated with the
audit of the annual financial statements.

At the meeting held on March 6, 2017, the Committee
reviewed the annual and consolidated financial state-
ments as of December 31, 2016, and drew up a proposal
for the appropriation of profit. The assessment looked,
in particular, at the auditor's report and the develop-
ment of goodwill. The Committee developed a proposal
for the selection of an auditor for the 2017 fiscal year
and for this auditor's appointment as the auditor re-
sponsible for the audit of the condensed consolidated
interim financial statements and interim Group manage-
ment reports. Other topics covered included an internal
audit report on the status of the audits and a compli-
ance status report.

At the meeting held on May 23, 2017, the Committee
looked at the condensed consolidated interim financial
statements for the first quarter of 2017, taking the
first-time consolidation of the conwert Group and the
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portfolio changes into account. It passed a resolution
on the extension of the guidelines on non-audit services
provided by the auditor to cover conwert SE and
Vonovia Finance B. V. In light of the more stringent
requirements imposed by the European Securities and
Markets Authority, ESMA, the Committee adjusted the
definition of non-recurring items (one-offs) from the
2018 fiscal year and, in a wider context, also discussed
the presentation of EBITDA after adjustments to reflect
acquisitions. The Committee also looked at the report
on risk management, the internal audit status, the report
on the company'’s tax position and the compliance
report.

At its meeting held on August 1, 2017, the Committee
approved the shortened consolidated interim financial
statements as of June 30, 2017, passed a resolution on
the commissioning of KPMG AG Wirtschaftsprifungs-
gesellschaft to audit the annual and consolidated
financial statements as of December 31, 2017 and
discussed the possible key audit matters presented in
the auditor’s report with the auditor. Other topics
included the auditor’s status report on non-audit
services, the report on the internal control system (ICS),
the compliance status report, the internal audit status
report and the commissioning of the Internal Audit
department to audit the company'’s Sustainability
Report for 2016.

At the meeting held on November 7, 2017, the Commit-
tee discussed the nine-monthly financial statements,
risk management and the status of the assignments
passed on to Internal Audit. Within this context, the
Committee discussed the commissioning of the Internal
Audit department to audit the Sustainability Report for
2017 and defined the audit plan and the auditing budget
of the Internal Audit department for 2017 as a whole.
Other topics of discussion included the preliminary
results of the property valuation, the compliance report
and the report on major legal disputes.

Finance Committee

In the fiscal year under review, the Finance Committee
consisted of five members. The Chairperson was
Clara-Christina Streit. The other members were Dr. Wulf
H. Bernotat (until August 26, 2017), Dr. Ute Geipel-
Faber, Daniel Just and Christian Ulbrich. Prof. Dr. Edgar
Ernst joined the Committee on September 7, 2017. The
Finance Committee met six times during the reporting
year (January, May, August, October, twice in Decem-
ber), with three meetings being held as conference calls
(January, October, December). In addition, the Commit-
tee concluded two resolutions via written circular
(March, June). The Finance Committee had been
previously authorized by the Supervisory Board to make
all decisions on matters outside the scope of the topics
for which it is generally responsible.

At a conference call held on January 16, 2017, the Com-
mittee discussed, and passed a resolution on, the issue
of bonds worth €1billion as part of the EMTN program
to refinance a loan from the GAGFAH subportfolio. On
March 28, 2017, the Finance Committee passed a
resolution, using the written procedure, on a further
non-cash capital increase as part of the takeover of
conwert for conwert shares that had been offered during
the grace period. At a meeting held on May 16, 2017, the
Committee discussed, and passed a resolution on, two
capital increases in line with the general resolution on
the appropriation of profit that had previously been
passed by the Annual General Meeting: One resolution
paved the way for the general granting of a scrip divi-
dend as opposed to a pure cash dividend, although a
resolution still had to be passed on the exact number of
new shares. The second resolution related to the merger
of Gagfah S. A. with Vonovia SE and set in motion the
process for paying a settlement to the Gagfah share-
holders in the form of shares in Vonovia based on a set
exchange ratio.

On June 12, 2017, the Finance Committee used the
written procedure to approve the more detailed resolu-
tion passed by the Management Board on the imple-
mentation of a non-cash capital increase as part of the
dividend option for shareholders in Vonovia SE. At a
meeting held on August 1, 2017, the Committee per-
formed a retrospective analysis of the first-time granting
of a scrip dividend. The offer acceptance rate corre-
sponded to 50% of the shareholdings, which was
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considered a success. In addition, the Committee
discussed a package of measures, within the context of
liability management, to refinance hybrid bonds, taking
equity measures into consideration with the aim of
reducing borrowing costs. Within this context, the
Committee also discussed the opportunities and risks
associated with the issue of convertible bonds.

The Supervisory Board had delegated the further
development of the acquisition policy principles to the
Finance Committee, which was then to prepare corre-
sponding decisions for the Supervisory Board. In line
with this assignment, the Committee discussed the
development of a decision paper based on which
internationalization would be included as a new compo-
nent of Vonovia's strategy at a conference call held on
October 9, 2017. The first step was to involve entering
into a cooperation with the French state-owned real
estate company SNI, which has its registered headquar-
ters in Paris and focuses on social housing. The aim of
the collaboration was to share experience and know-
ledge as well as to allow Vonovia to familiarize itself
with the French real estate market. At the meeting, the
Committee also discussed options for making greater
use of the opportunities resulting from digitization for
the company, for example the greater use of (shared)
distribution platforms and the establishment of internal
competencies.

At a meeting held on December 1, 2017, the Committee
discussed the Management Board's analysis of future
interest rate developments and what was ultimately
their limited impact on the company's business. It also
discussed the potential acquisition of BUWOG AG,
Vienna/Austria, as part of a “friendly takeover” in line
with Vonovia's acquisition criteria. On December 18, the
Finance Committee discussed, and passed a resolution
on, the status and main results of the negotiations on
the acquisition of BUWOG AG during a conference call.
It approved the conclusion of a business combination
agreement with BUWOG AG. Under this agreement, the
shareholders of BUWOG were to be made a voluntary
public takeover offer corresponding to € 29.05 per share
in BUWOG. Within this context, the Committee ap-
proved the financing of the cash consideration for the
takeover offer using a loan and the issue of bonds as
part of the EMTN program.
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Executive and Nomination Committee

In the fiscal year under review, the Executive and
Nomination Committee consisted of five members. It
was chaired by Dr. Wulf H. Bernotat up until August 26,
2017. He was succeeded by Prof. Dr. Edgar Ernst with
effect from September 7, 2017. The other members
included Hildegard Miiller, Clara-Christina Streit, Prof.
Dr. Klaus Rauscher and Dr. Ariane Reinhart. The Execu-
tive and Nomination Committee held five meetings in
2017 (February, March, August, September, December)
and one conference call (November).

At the meeting held on February 17, 2017, the Committee
developed resolution proposals for the Supervisory
Board on the 2016 short-term incentive plan (target
achievement), the contractual Management Board
remuneration, target agreements for the 2017 short-
term incentive plan, the long-term incentive plan for the
Management Board (2017 tranche), the extension of Mr.
Buch's contract by a further five years and the assump-
tion of an advisory board mandate by the Supervisory
Board member Hendrik Jellema. At the meeting held on
March 6, the Committee approved the assumption of a
mandate by the Chairman of the Management Board
Rolf Buch as a member of the Board of Directors of

D. Carnegie & Co AB (publ), Stockholm/Sweden. At the
meeting held on August 1, 2017, the Committee devel-
oped a recommendation for a resolution setting the
proportion of women for the stipulation period leading
up to December 31, 2021. It also discussed the issue of
succession planning for Management Board positions in
general.

Following the resignation of Dr. Wulf H. Bernotat, the
Committee developed recruitment proposals for the
positions that had become vacant in the meeting held
on September 7, 2017. In a conference call on November
9, 2017, the Committee once again addressed the issue
of filling the position of Supervisory Board Chairman, in
particular, and discussed the selection process for
appointing a Management Board member for the
Controlling executive division. At the meeting held on
December1, 2017, the Committee discussed the results
of the efficiency review performed on the work of the
Supervisory Board, the status of the process involved in
selecting the new Chairman of the Supervisory Board,
and developed a recommendation for a resolution on
the definition of a diversity concept for the Management
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Board and the Supervisory Board in accordance with the
CSR Directive Implementation Act. The Committee also
discussed, and passed a resolution on, the next steps to
be taken in connection with the selection of a new Chief
Controlling Officer.

Corporate Governance

The Management Board and Supervisory Board of
Vonovia SE are committed to the principles of good
corporate governance. As a result, the members of the
Supervisory Board once again looked at the German
Corporate Governance Code in the reporting year. On
February 21, 2018, the Management Board and the
Supervisory Board issued an updated Declaration of
Conformity pursuant to Section 161 of the German Stock
Corporation Act (AktG). The Management Board also
reports, including on behalf of the Supervisory Board, on
corporate governance at Vonovia in the Declaration on
Corporate Governance. Both declarations will be perma-
nently published by the company on its website for
perusal.

Audit

After being appointed at the Annual General Meeting
on May 16, 2017, to audit financial statements for the
2017 fiscal year, KPMG AG Wirtschaftsprtifungs-
gesellschaft, Dusseldorf, has duly audited the annual
financial statements and consolidated financial state-
ments of Vonovia SE for the 2017 fiscal year as well as
the corresponding management report and the account-
ing on which they were based and has expressed an
unqualified opinion thereon. In accordance with Section
317 (4) of the German Commercial Code (HGB),
KPMG also assessed the risk early warning system

of Vonovia SE.

The auditor has affirmed its independence to the
Chairman of the Audit Committee and duly declared
that no circumstances exist that could give grounds for
assuming a lack of impartiality on its part. The audit
assignment was awarded to KPMG AG Wirtschafts-
prifungsgesellschaft by the Chairman of the Audit
Committee in line with the Committee's resolution and
the choice of auditor made by the shareholders at the
Annual General Meeting.

The annual financial statements were prepared by the
Management Board in accordance with the German
commercial law and stock corporation law provisions
including the generally accepted accounting practice.
The consolidated financial statements were prepared by
the Management Board in accordance with the Interna-
tional Financial Reporting Standards (IFRS), as applied
in the European Union, as well as the supplementary
provisions applicable pursuant to Section 315e (1) HGB.

For the annual financial statements and the consolidat-
ed financial statements, Vonovia SE prepared a com-
bined management report based on the requirements
set out in Sections 315, 298 (2) HGB.

Every member of the Supervisory Board received copies
of the annual financial statements, the consolidated
financial statements and the combined management
report and the auditor's report in good time. On the
basis of the preliminary examination and assessment by
the Audit Committee, about which the Audit Committee
Chairman reported to the Supervisory Board, the
Supervisory Board has scrutinized in detail the annual
financial statements, consolidated financial statements
and combined management report of Vonovia SE for the
2017 fiscal year and also considered the Management
Board's proposal for the appropriation of profit. The
Supervisory Board has observed its duty to review the
Non-financial Declaration to be published for the first
time in accordance with the CSR Directive Implementa-
tion Act.

At the joint meeting on March 5, 2018 with the Audit
Committee and at the subsequent Supervisory Board
meeting held on the same day, the auditor reported both
on their findings including the strategic audit objectives
and key audit matters. The strategic audit objectives
and the particularly important audit issues or the key
audit matters set out in the auditor's report had been
defined by the auditor, within the context of the latter's
independent mandate, in the second half of 2017 and
had already been discussed and agreed upon with the
Audit Committee in advance.

In the 2017 fiscal year, the audit focused in particular on
the valuation of the German investment properties, the
identification and valuation of acquired assets, the debts
made in connection with the acquisition of the conwert
Group and the assessment of goodwill.
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The auditor gave detailed answers to our questions.
After an in-depth review of all documentation, we found
no grounds for objection. As a result, we concurred with
the auditors' findings. On March 5, 2018, we followed
the Audit Committee’s recommendation and approved
the annual financial statements and consolidated
financial statements of Vonovia SE as well as the
combined management report. The annual financial
statements are thus duly adopted.

Dividend

The Supervisory Board considered the Management
Board's proposal for the appropriation of profit. It gave
particular consideration to the liquidity of the company/
the Group, tax-related aspects, financial and investment
planning. Following this audit, the Supervisory Board
agrees with the proposal set out by the Management
Board to be made to the Annual General Meeting
namely the proposal that, from the profit of Vonovia SE
for the 2017 fiscal year, a dividend of €1.32 per share or
€640,333,090.32 in total on the shares of the share capi-
tal as of December 31, 2017, be paid to the shareholders
and the remaining amount be carried forward to the
new account or be used for other dividends on shares
carrying dividend rights at the time of the Annual
General Meeting that go beyond those as of Decem-
ber 31, 2017.

The dividend is paid either in cash or in the form of
shares in the company. The shareholders' right to opt
for a dividend paid out in shares is communicated
separately in a timely manner together with other
information, particularly on the number and type of
shares.

Personnel

There were no staff changes within the Management
Board in the reporting period. On January 17, 2018, we
appointed Helene von Roeder to the Management Board
to assume the executive division of Gerald Klinck, who,
on his own request, will not be extending his contract as
Chief Controlling Officer after his departure.

On August 27, 2017, the previous Chairman of the
Supervisory Board, Dr. Wulf H. Bernotat, sadly died.
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Concluding Remarks

We would like to thank the Management Board, all
employees and Vonovia's employee representatives for
what was, once again, excellent performance last year.
Bochum, Germany, March 5, 2018

On behalf of the Supervisory Board

Urf L()

Prof. Dr. Edgar Ernst
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Corporate Governance Report

In this Declaration on Corporate Governance (also
known as the Corporate Governance Report), we report,
in accordance with Sections 289a and 315 (5) of the
German Commercial Code (HGB) and No. 3.10 of the
German Corporate Governance Code (GCGC), on the
principles of management and corporate governance.
The declaration contains the Declaration on Conformity,
information on corporate governance practices, a
description of how the Management Board and Supervi-
sory Board work and key corporate governance struc-
tures. The corporate governance declaration has been
published on the Vonovia website under Investor
Relations and does not form part of the management
report. Pursuant to Section 317 (2) (4) HGB, the disclo-
sures pursuant to Sections 289 a, 315 (5) HGB are not
included in the audit performed by the auditor of the
annual financial statements. 2 http://investoren.vonovia.de

Fundamental Information

Fundamental Understanding

Corporate governance is the responsible management
and supervision of a company. The Management Board
and the Supervisory Board are committed to the princi-
ples of corporate governance. The principles are the
basis for the sustainable success of the company

and therefore serve as guidelines for conduct in the
company's daily management and business.

Good corporate governance strengthens the trust of our
shareholders, business associates, customers, employ-
ees and the general public in Vonovia SE. It increases the
company's transparency and strengthens our Group's
credibility. With balanced corporate governance, the
Management Board and the Supervisory Board wish to
safeguard Vonovia SE's competitiveness, strengthen the
trust of the capital market and the general public in the
company and sustainably increase the company'’s value.

Standards of Corporate Governance

As a major housing company, we are aware of the
particular significance of our entrepreneurial actions for
society at large. As a result, we are also committed to
the general principles of corporate governance as well

as all the main aims and principles of the corporate
governance initiative of the German real estate industry,
which we have been a member of since November 14,
2003. The initiative supplements the corporate govern-
ance principles to include housing-specific aspects and
is committed to even greater transparency, an improved
image and a more competitive real estate sector.

Corporate governance, acting in accordance with the
principles of responsible management aimed at increas-
ing the value of the business on a sustainable basis, is
an essential requirement for the Vonovia Group, em-
bracing all areas of the business.

Our corporate culture is founded on transparent report-
ing and corporate communications, on corporate
governance aimed at the interests of all stakeholders,
fair and open dealings between the Management Board,
the Supervisory Board and employees as well as on
compliance with the law.

The Code of Conduct provides the ethical and legal
framework within which we act and want to maintain a
successful course for the company. The focus is on
dealing fairly with each other but also in particular on
dealing fairly with our tenants, suppliers, customers and
investors. The Code of Conduct specifies how we
assume our ethical and legal responsibility as a compa-
ny and is the expression of our company values.

Information on the Company’s Governing Constitution
The designation Vonovia comprises Vonovia SE and its
Group companies. Vonovia is a European company (SE)
in accordance with the German Stock Corporation Act
(AktG), the SE Act and the SE Regulation. Its registered
headquarters is in Bochum. It has three governing
bodies: the Annual General Meeting, the Supervisory
Board and the Management Board. The duties and
authorities of those bodies derive from the SE Regula-
tion (SE-VO), the German Stock Corporation Act and
the Articles of Association. Shareholders, as the owners
of the company, exercise their rights at the Annual
General Meeting.
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According to the two-tier governance system, Vonovia SE
has a Management Board and a Supervisory Board. In
the two-tier governance system, the management of
business and the monitoring of business are strictly
separated from each other. The duties and responsibili-
ties of these two bodies are clearly specified by law in
the German Stock Corporation Act.

In accordance with the governing laws, in particular the
SE Regulation and the German SE Employee Participa-
tion Act (SEBG), the Supervisory Board is only made up
of representatives of the shareholders. The highest
representative body of the employees is the Group
works council. A works council was also set up at the
level of Vonovia SE.

The Management Board and Supervisory Board of a
company listed in Germany are obliged by law (Section
161 of the German Stock Corporation Act) to report once
a year on whether the officially published and relevant
recommendations issued by the government commis-
sion German Corporate Governance Code, as valid at
the date of the declaration, have been, and are being,
complied with. Companies affected are also required to
state which of the recommendations of the Code have
not been, or will not be, applied and, if not, why.

The Management Board reports in its declaration, also
on behalf of the Supervisory Board, on important
aspects of corporate governance pursuant to Section
280a of the German Commercial Code (HGB) and No.
3.10 of the German Corporate Governance Code
(GCGO).

Declaration of Conformity to the GCGC Pursuant
to Section 161 of the German Stock Corporation Act

(AktG)

The Management Board and the Supervisory Board of
Vonovia SE declare that the company complies with the
recommendations made by the “Government Commis-
sion on the German Corporate Governance Code
(GCGQ)" as published on February 7, 2017, and since the
last Declaration of Conformity in September 2017, in the
official section of the federal gazette by the German
Federal Ministry of Justice subject to the exceptions set
out below, and that it will continue to do so in the future:

> Pursuant to Section 5.3.2 (3) (3) GCGC, the Chairman
of the Supervisory Board is not supposed to be the

Vonovia SE Annual Report 2017

17

Chairman of the Audit Committee. Following the
departure of the previous Chairman of the Supervisory
Board, the Supervisory Board elected the former
Deputy Chairman, Prof. Dr. Edgar Ernst, as Chairman
on September 7, 2017 and with effect until the Annual
General Meeting to be held in May 2018. Prof. Dr.
Edgar Ernst is also the Chairman of the Audit Commit-
tee. As Prof. Dr. Edgar Ernst is the member of the
current Supervisory Board with the greatest specialist
expertise in the field of accounting, he is to remain the
Chairman of the Audit Committee. As a result,
Vonovia has made the provisional decision not to
comply with the recommendation. Following the
constitution of the new Supervisory Board after the
upcoming elections of all Supervisory Board members
scheduled for the Annual General Meeting in May
2018, the plan is to comply with Section 5.3.2 (3) (3)
GCGC again.

The company's Supervisory Board and Management
Board would like to point out that the company has
made a public takeover offer to the shareholders of
BUWOG AG, Vienna/Austria, for the acquisition of all
shares in BUWOG AG. If the takeover offer is success-
ful, the company will become a majority shareholder in
BUWOG AG before the end of the first quarter of 2018.
If the transaction is successful, the two Boards expect
that, due to the expected work involved in the first-time
consolidation of BUWOG AG in the company's consoli-
dated financial statements, it will not be possible to
make the financial information for the second, and
possibly also for the third, quarter of 2018 available to
the public within 45 days of the end of the reporting
period as necessary in accordance with Section 7.1.2 (3),
2nd half-sentence GCGC. As soon as this prospect
appears likely, the Management Board and Supervisory
Board will publish a deviation from the recommendation
set out in the German Corporate Governance Code
(GCGCQ) in an updated Declaration of Conformity.

Shareholders and Annual General Meeting

Shareholder Information: Shareholders can obtain full
and timely information about our company on our
website and can access current as well as historical
company data. Among other information on its website,
Vonovia regularly posts all financial reports, important
information on the company's governing bodies (includ-
ing resumes), its corporate governance documentation
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(Declaration of Conformity), information requiring ad
hoc disclosure and press releases.

Directors' Dealings: Information on directors’ dealings
notifiable pursuant to Article 19 of the Market Abuse
Regulation is published by Vonovia without delay in
accordance with the Regulation and is made available
on the company's website.

Financial Calendar: Shareholders and interested mem-
bers of the financial community can use a regularly
updated financial calendar on the website to obtain
information on publication, conference and information
dates, roadshows and the timing of the Annual General
Meeting early on.

Annual General Meeting and Voting: The Annual
General Meeting decides in particular on the appropria-
tion of profit, the ratification of the acts of the members
of the Management Board and of the Supervisory Board,
the appointment of the external auditor, amendments
to the Articles of Association as well as specific capital
measures and individually elects the shareholders’
representatives to the Supervisory Board.

Our shareholders can exercise their voting rights at the
meeting or instruct a proxy of their choice or one of the
proxies provided for that purpose by the company. Our
shareholders are also able to submit a postal vote. The
details regarding the postal voting procedure are in the
respective shareholder’s invitation to the Annual Gener-
al Meeting.

The entire documentation for the Annual General
Meeting and opportunities to authorize, and issue
instructions to, the company's proxies as well as to
submit a postal vote are available to shareholders at all
times on the Vonovia website.

There are no plans to allow the Annual General Meeting
to be followed on the Internet.

Remuneration Paid to Executive Bodies: The remunera-
tion paid to the Management Board and the Supervisory
Board is set out in detail every year in the combined
management report in line with the corporate govern-
ance requirements. The basic principles of the remuner-
ation system for Management Board members have
been approved by the Annual General Meeting. The

Chairman of the Supervisory Board will submit subse-
quent changes to the Annual General Meeting.

Supervisory Board

Duties and Responsibilities

The Supervisory Board appoints, supervises and advises
the Management Board and is directly involved in
decisions of fundamental importance to the company.
The Supervisory Board performs its work in accordance
with the legal provisions, the Articles of Association, its
rules of procedure and its resolutions. It currently
consists of eleven members. Proposals for twelve
members to be elected for four fiscal years are to be
presented to the 2018 Annual General Meeting again
due to the expiry of the term of office. The Supervisory
Board continuously oversees the management and
advises the Management Board.

The Supervisory Board examines and adopts the annual
financial statements and the management report. It
assesses and confirms the proposal for the appropria-
tion of profit, as well as the consolidated financial
statements and the combined management report, on
the basis of the report prepared by the Audit Commit-
tee. The Supervisory Board reports in writing to the
shareholders at the Annual General Meeting on the
result of its examination.

The Chairman of the Supervisory Board is an independ-
ent member. The same applies to the Chairmen of the
committees which the Supervisory Board has set up.

—> p.19 et seq.

The Chairman of the Supervisory Board chairs the
meetings and coordinates communications. The mem-
bers of the Supervisory Board generally have the same
rights and obligations. Supervisory Board resolutions are
above all passed in the Supervisory Board meetings but
also, if necessary, using the written procedure or by
other communication means. At least two meetings are
held every six months. In addition, if necessary and on
the basis of the rules of procedure of the Supervisory
Board, a meeting of the Supervisory Board or its com-
mittees can be convened at any time at the request of a
member or the Management Board. In the 2017 fiscal
year, the Supervisory Board had nine meetings - includ-
ing conference calls - and made decisions using the
written procedure in two cases.
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The Supervisory Board is composed in such a way that
its members as a group have the knowledge, ability and
specialist experience required to properly complete its
tasks and are all familiar with the real estate industry as
the sector in which the company operates. Each Super-
visory Board member shall ensure that he or she has
enough time to carry out his or her mandate.

At least one member of the Supervisory Board has
expertise in the fields of accounting or auditing (Section
100 (5) of the German Stock Corporation Act).

Two Supervisory Board members, who are also mem-
bers of the management board of a listed company, do
not have any other supervisory board mandates, over
and above the Supervisory Board mandate at Vonovia,
at non-Group listed companies or on supervisory bodies
of non-Group entities that make similar requirements.
At the time at which this declaration was prepared, no
Supervisory Board members exercised directorships or
advisory tasks for important competitors of the compa-
ny (see below Conflicts of Interest).

The Supervisory Board performs regular efficiency
reviews that are performed, in alternation, as self-evalu-
ations using a written survey conducted among the
members and with the involvement of an independent
and experienced moderator in the form of personal
interviews.

Supervisory Board Committees

The Supervisory Board sets up an Executive and Nomi-
nation Committee, an Audit Committee and a Finance
Committee from among its members. Further commit-
tees are formed as required. Committees are made up
of at least four members of the Supervisory Board. The
committees prepare subjects which are to be discussed
and/or resolved by the Supervisory Board. In addition, they
pass resolutions on behalf of the entire Supervisory Board.
The basis for committee work was the transfer of tasks and
responsibilities within the scope of the legal provisions.

The Executive and Nomination Committee is made up
of the Chairman of the Supervisory Board and four other
members to be elected by the Supervisory Board. The
Chairman of the Supervisory Board is the Chairman of
the Executive and Nomination Committee. The tasks of
this committee are, in particular, to prepare the appoint-
ment of Management Board members, to advise on the
remuneration system, to assign responsibilities and to
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decide in cases of legal and loan transactions with
members of the Management Board and conflicts of
interest.

The Supervisory Board appoints one of the members of
the Audit Committee as the Chairman of the Audit
Committee. When electing the committee members,
the Supervisory Board shall ensure that the Chairman of
the Audit Committee has specialist knowledge and
experience in the application of accounting principles
and internal control processes. The Committee Chair-
man should be independent and not be a former mem-
ber of the company’s Management Board whose
appointment ended less than two years before their
appointment as Chairman of the Audit Committee. The
Supervisory Board Chairman is not supposed to hold the
position of Audit Committee Chairman (please refer to
the Declaration of Conformity).

The Audit Committee handles, in particular, the moni-
toring of the accounting process, the effectiveness of
the internal control system, risk management system
and internal audit system, the audit of the annual
financial statements and - unless another committee is
entrusted therewith - compliance.

The Audit Committee prepares the resolutions of the
Supervisory Board on the annual financial statements
(and, if applicable, the consolidated financial state-
ments) and, in place of the Supervisory Board, reaches
the agreements with the auditor (in particular the
issuing of the audit mandate to the auditor, the determi-
nation of strategic audit objectives and the fee agree-
ment). The Audit Committee takes suitable action to
determine and monitor the independence of the auditor.
In place of the Supervisory Board, the Audit Committee
adopts resolutions on the approval of the contracts with
the auditor on additional, non-audit-related consultancy
services, insofar as, according to corporate governance
procedures for the Management Board, these contracts
require approval.

The Finance Committee, which consists of the Super-
visory Board Chairman or the latter's Deputy Chairman
and four other members, prepares the resolutions of the
Supervisory Board on the following matters:

a) Financing and investment principles, including the
capital structure of the Group companies and divi-
dend payments
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b) Principles of the acquisition and disposal policies,
including the acquisition and disposal of individual
shareholdings of strategic importance

In place of the Supervisory Board, the Finance Commit-
tee adopts resolutions in particular on general guide-
lines and principles for the implementation of this
financial strategy, including the handling of currency
risks, interest, liquidity and other financial risks, the
handling of credit risks and the implementation of
external financing principles as well as on important
transactions regarding the acquisition and disposal of
properties and shares in companies as well as on the
acquiring of financing.

Management Board

Duties and Responsibilities

The Management Board members are jointly accounta-
ble for independently managing the company in the
company's best interests while complying with the
applicable laws and regulations, the Articles of Associa-
tion and the rules of procedure. In doing so, they must
take the interests of the shareholders, the employees
and other stakeholders into account.

The Management Board is monitored and advised by
the Supervisory Board. It has adopted the rules of
procedure in consultation with the Supervisory Board.
The Management Board has a Chairman who coordi-
nates the work of the Management Board and repre-
sents it in dealings with the Supervisory Board. The
Chairman of the Management Board has the right to
veto Management Board resolutions.

The members of the Management Board are Rolf Buch
(Chairman) as well as Klaus Freiberg, Dr. Stefan A.
Kirsten and Gerald Klinck. Further information can be
found in the 2017 Annual Report. = p.6 The decision
has been made not to establish any Management Board
committees.

The Management Board informs the Supervisory Board
regularly, in due time and comprehensively in line with
the principles of diligent and faithful accounting in
accordance with the law and the reporting duties
specified by the Supervisory Board.

The Management Board develops the company's
strategy, coordinates it with the Supervisory Board and

implements it. The Management Board ensures that all
statutory provisions and the company'’s internal policies
are complied with. The Management Board also ensures
appropriate risk management and risk controlling in the
company.

It submits the corporate planning for the coming fiscal
year to the Supervisory Board as well as the midterm
and strategic planning. The Management Board informs
the Supervisory Board Chairman without delay of
important events that are essential for the assessment
of the situation and the development of the company or
for the management of the company as well as of any
shortcomings that occur in the monitoring systems.

The Management Board requires the approval of the
Supervisory Board for certain important transactions.
Transactions and measures that require Supervisory
Board approval are submitted to the Supervisory Board
in good time.

The Management Board members are obliged to
disclose any conflicts of interest to the Supervisory
Board without delay and to inform the other Manage-
ment Board members accordingly.

The Management Board members are subject to a
comprehensive non-competition obligation. Management
Board members may only take up sideline activities, in
particular positions on supervisory boards outside the
Group, with the approval of the Supervisory Board.

Important transactions between the company, on the
one hand, and the Management Board members as well
as persons they are close to or companies they have a
personal association with, on the other hand, require the
approval of the Supervisory Board. Reference is made to
such relations in the remuneration report.

Recruitment of Members of Executive Bodies

In accordance with the German Corporate Governance
Code, the Supervisory Board and the Management
Board must be composed in such a way that these
bodies/their members as a group have the knowledge,
ability and specialist experience required to properly
complete their tasks. The requirements were extended
and set out by law with the entry into force of the CSR
Directive Implementation Act. At the meeting held on
December1, 2017, the Supervisory Board developed
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further details of the criteria and objectives for recruit-
ing individuals to the Management and Supervisory
Boards, taking the abovementioned requirements into
account, and passed the following new resolution:

Recruitment of Members of the Supervisory Board
Composition: As a listed company that is not subject to
co-determination, the Supervisory Board of Vonovia SE
is to include twelve members, an appropriate number of
whom are to be independent within the meaning of the
Code. All members should have sufficient time available
to perform the duties associated with their mandate
with due regularity and care.

When proposing candidates to fill new Supervisory
Board positions to the Annual General Meeting, the
Supervisory Board should have performed an extensive
review to ensure that the candidates standing for
election meet the corresponding professional and
personal requirements (see below) and must disclose
the candidates’ personal and business-related relation-
ships with the company, the governing bodies of the
company and any shareholders with a material interest
in the company. Shareholders are deemed to hold a
material interest if they hold more than 10% of the voting
shares in the company, either directly or indirectly.

Other general criteria governing composition include:

> No more than two former members of the Manage-
ment Board shall be members of the Supervisory
Board.

> Supervisory Board members shall not exercise direc-
torships or similar positions or advisory tasks for
important competitors of the company.

> If a (designated) member belongs to the management
board of a listed company, this member shall not
accept more than a total of three supervisory board
mandates in non-group listed companies or on
supervisory bodies of non-group entities that make
similar requirements.

> The standard limit for length of membership on the
Supervisory Board has been set at a maximum of
15 years.

> The age limit has been set at 75 at the time of election
to the Supervisory Board.

Skills profile: The Supervisory Board of Vonovia SE
should be composed so as to ensure qualified supervi-
sion of, and provision of advice to, the Management
Board. The candidates nominated for election to the
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Supervisory Board should be able, on the basis of their
knowledge, skills and professional experience, to
perform the duties of a Supervisory Board member of a
listed real estate company that is active on the interna-
tional capital market.

In terms of their personality, the candidates nominated
for election should show integrity, professionalism and
commitment. The aim is to ensure that the Supervisory
Board as a whole offers all of the knowledge and experi-
ence that the Group considers to be important for
ensuring Vonovia's operational and financial further
development.

Independence: The Supervisory Board shall include
what it considers an adequate number of independent
members. Material conflicts of interest that are not
merely of a temporary nature, e. g., arising from func-
tions on executive bodies or advisory roles performed at
the company’s major competitors, should be avoided. A
Supervisory Board member is, in particular, not to be
considered independent if they have personal or busi-
ness relations with the company, its bodies, a controlling
shareholder or a company associated with such a
shareholder that may cause a substantial and not
merely temporary conflict of interest.

Diversity: When nominating candidates for election, the
Supervisory Board should also take diversity into
account. In accordance with the German Act on the
Equal Participation of Women and Men in Leadership
Positions in the Private Sector and the Public Sector
(Gesetz fir die gleichberechtigte Teilhabe von Frauen
und Méannern an Fiihrungspositionen in Privatwirtschaft
und im 6ffentlichen Dienst), the Supervisory Board
should comprise at least 30% women and 30% men. In
addition, at least one woman should be a member of the
Nomination Committee. Vonovia's Supervisory Board
should meet both criteria.

When assessing potential candidates for reelection or
to fill a Supervisory Board position that has become
vacant, qualified women should be included in the
selection process and given appropriate consideration
when the nominations are made.

Target Achievement: The objectives regarding the
composition of the Supervisory Board set out above
have been met: There are four female members of
the Supervisory Board (33%). Hildegard Miiller,
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Clara-Christina Streit and Dr. Ariane Reinhart are
members of the Executive and Nomination Committee.
The Supervisory Board includes an appropriate number
of independent members. In the Supervisory Board's
opinion, all eleven members of the Supervisory Board
are independent within the meaning of No. 5.4.2 of the
Code.

Recruitment of Members of the Management Board

In accordance with the German Corporate Governance
Code, the Management Board is responsible for manag-
ing the company in the best interests of the company,
meaning that it considers the needs of the shareholders,
the employees and other stakeholders, with the objec-
tive of sustainable value creation. The Management
Board develops the strategy for the company, agrees it
with the Supervisory Board and ensures its implementa-
tion. The Management Board ensures that all provisions
of law and the company's internal policies are complied
with and endeavors to achieve their compliance by the
group entities (compliance). The Management Board is
also responsible for ensuring appropriate risk manage-
ment and risk control and, when filling management
positions, must take the diversity principles into account
in accordance with the objectives that have been set
internally.

Composition: In accordance with the Articles of Associ-
ation, the Management Board of Vonovia SE consists of
at least two members. The Supervisory Board appoints
the Management Board members for a term of office of
up to six years, after which members can be reappoint-
ed for up to six further years in each case. The Supervi-
sory Board can appoint a Chairman of the Management
Board and a Deputy Chairman of the Management
Board.

The decisions made by the Supervisory Board on the
composition of the Management Board should be based
on a careful analysis of the existing and future challeng-
es facing the company.

The Management Board of Vonovia SE should be
composed so as to ensure that, as the management
body, it can perform the duties set out above reliably
and in full. When taken as a whole, it should combine all
of the knowledge and experience required to ensure that
the Group can pursue its operational and financial

objectives in an effective and sustainable manner in the
interests of the shareholders and other stakeholders.

While membership of the Management Board is not
limited to a certain period of time, the contract of
employment of a Management Board member ends
when the member turns 67 at the latest.

Skills profile: Newly appointed Management Board
members should be able, on the basis of their knowl-
edge, skills and professional experience, to reliably
perform the duties assigned to them in a listed real
estate company that is active on the international
capital market. In addition to having good professional
and fundamental general qualifications, they should also
show integrity, professionalism and commitment.

Independence: The Management Board should perform
its management duties in a manner that is free of any
conflicts of interest. Functions on executive bodies or
advisory roles performed at major competitors of the
company should be avoided.

Diversity: When looking for candidates to fill a Manage-
ment Board position that has become vacant, the
Supervisory Board should include qualified women in
the selection process and give them appropriate consid-
eration. Gender should be irrelevant when it comes to
filling Management Board positions. The Supervisory
Board has set a target of at least 20% women on the
Management Board, to be met by December 31, 2021.
For the two levels of management below the Manage-
ment Board, the target for the proportion of women
comes to 30%.

Target Achievement: At the time at which this declara-
tion was made, the targets set out above for the compo-
sition of the Management Board had not been met in
full. The Management Board consists of four male
members who are able to manage the Group appropri-
ately on the basis of their experience and skills. At the
time at which this declaration was made, the first level
of management below the Management Board compris-
es 17.6% women. The aim is to have achieved the new
target of 30% by December 31, 2021. At 30.8%, the
proportion of women set by the Management Board for
the second level of management below the Manage-
ment Board has already been met.
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Cooperation Between the Management Board and the

Supervisory Board

The Management Board develops the strategy of the
company in cooperation with the Supervisory Board and
discusses the current status of its implementation with
the Supervisory Board at regular intervals. Furthermore,
the Management Board regularly informs the Superviso-
ry Board in written or verbal reports of topics including
the development of business and the situation of the
company. In this way, the Supervisory Board receives
detailed documents from the Management Board
regularly and without delay on the economic develop-
ment and the company's current situation as well as the
half-yearly risk management and compliance reports,
that deal with the most important risks for the business
of Vonovia SE, as well as compliance management. On
the basis of these reports, the Supervisory Board
monitors the company