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Report of the Executive Board pursuant to s. 203 para. 2 sentence 2 in conjunction with s. 
186 para. 4 sentence 2 AktG on agenda items 10 to 12 

In accordance with s. 203 para. 2 sentence 2 in conjunction with s. 186 para. 4 sentence 2 AktG, the 
Executive Board submits the following report on items 10 to 12 on the agenda, outlining the reasons 
for the proposed authorization to increase nominal capital under exclusion of shareholders' 
subscription rights:  
 
In accordance with s. 4 para. 4 of the Articles of Association, the Executive Board, acting with the 
consent of the Supervisory Board, was authorized to increase the Company's nominal capital by up 
to EUR 130,000,000.00 (equivalent to approximately 25% of the current nominal capital) by issuing 
new no-par value shares in exchange for contributions in cash or in kind until April 15, 2020 
(Authorized Capital II); in addition, acting with the consent of the Supervisory Board, it was 
authorized to increase the Company’s nominal capital by up to EUR 52,000,000.00 (equivalent to 
approximately 10% of the current nominal capital) by issuing new no-par value shares in exchange 
for cash contributions until April 15, 2020 (Authorized Capital III) pursuant to s. 4 para. 5 of the 
Articles of Association. As both authorizations have expired in the meantime, two new comparable 
authorized capitals are to be created under agenda items 11 and 12, with the new Authorized Capital 
II – unlike before – only amounting to just under 15% of the current nominal capital.  
 
Apart from that, and pursuant to s. 4 para. 3 of the Articles of Association, there is an Authorized 
Capital I in the amount of EUR 77,000,000.00 (equivalent to just under 15% of the current nominal 
capital), which is due to expire on April 19, 2022. This authorization is set to expire as early as next 
year. Comprising a lower volume, it is also to be renewed this year in conjunction with the proposed 
renewal of Authorized Capital II and Authorized Capital III. In all other respects, the new Authorized 
Capital I proposed under agenda item 10 corresponds to the current Authorized Capital I under s. 4 
para. 3 of the Articles of Association.  
 
The proposed capitals are intended to enable the Company to rapidly and flexibly raise additional 
equity, if required, without the need to obtain a shareholders' resolution at the Annual General 
Meeting, an undertaking that may be impossible for time constraints under certain circumstances. 
The authorizations may be used in whole or in part, once or several times. 
 
When all authorizations to increase nominal capital are utilized, the shareholders shall, as a rule, be 
granted subscription rights in accordance with ss. 203 para. 1 and 186 para. 1, 2 AktG. Apart from 
directly issuing new shares to the shareholders, there shall also be the possibility of credit institutions 
underwriting the new shares with the obligation to offer them to the shareholders for subscription 
(indirect subscription right as referred to in s. 186 para. 5 AktG). Calling in credit institutions as 
intermediaries merely facilitates the technical aspects associated with the issuance of shares.   
 
The following paragraphs outline the typical situations where the Executive Board, acting with the 
consent of the Supervisory Board, shall be authorized to exclude shareholders' subscription rights.  
 
a)  General authorizations to exclude shareholders' subscription rights under Authorized 

Capital I, Authorized Capital II and Authorized Capital III 

aa) Under Authorized Capital I, Authorized Capital II and Authorized Capital III, the Executive Board, 
acting with the consent of the Supervisory Board, shall be authorized to exclude shareholders’ 
subscription rights for fractional amounts. Such exclusion of shareholders' subscription rights for 
fractional amounts is necessary to ensure a technically feasible subscription ratio. The shares 
excluded from shareholders’ subscription rights as fractional amounts are either sold on the 
stock market or used in another way that is in the best interests of the Company. Given the 
limitation to fractional amounts, the potential dilutive effect is very low. 
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bb) Apart from that, it shall be possible to exclude shareholders' subscription rights under Authorized 
Capital I, Authorized Capital II and Authorized Capital III to the extent necessary to provide the 
possibility of granting the right to subscribe for new shares to holders of previously issued bonds 
if this is specified in the terms and conditions governing the bonds. As a rule, the terms and 
conditions of such bonds provide for protection against dilution. Should shares cum rights be 
issued at a price below the current stock market price of the share subsequent to the issuance 
of the bonds, the value – ceteris paribus – of option and/or conversion rights held by the 
bondholders is reduced. For the purpose of protecting the holders of bonds, the latter are usually 
either granted a reduction in the option and/or conversion price or a subscription right for new 
shares equal to that of shareholders in the event of subsequent share issues cum rights for 
shareholders. Thus, in the latter case, the holders of bonds are treated as though they have 
already exercised their option or conversion rights and/or fulfilled their conversion or option 
obligations, as the case may be. An exclusion of shareholders' subscription rights is necessary 
to enable the Company to grant such subscription rights to the holders of bonds. In economic 
terms, it may be more advantageous for the Company to grant creditors shares instead of 
reducing the conversion and/or option price. By granting shares instead of lowering the 
conversion and/or option price, the Company may possibly achieve a higher issue price for the 
shares to be issued in connection with the conversion or exercise of an option. 

 
b)  Further authorization to exclude subscription rights (only) with regard to Authorized 

Capital II 

aa) When utilizing Authorized Capital II, the Executive Board, acting with the consent of the 
Supervisory Board, is authorized to exclude shareholders’ subscription rights for the time being, 
if the shares are issued in exchange for contributions in kind, in particular for the purpose of 
company mergers or the acquisition of companies, parts of companies, investments in 
companies or other assets. In connection with mergers and acquisitions, international 
competition and the globalized economy frequently call for this type of share-based 
consideration. Furthermore, it may also be in the interests of the Company to be in a position to 
offer shares as payment when acquiring other assets. Granting shares may substantially 
facilitate the Company's endeavors to finance a transaction. The proposed authorization is to 
allow the Company to rapidly and flexibly undertake mergers and acquisitions that are - fully or 
partially - paid in shares, in particular without having to refer the matter to the Annual General 
Meeting, a step that is frequently impossible due to time constraints. If possibilities of acquiring 
companies, parts of companies, investments in companies or other assets materialize, the 
Executive Board will carefully consider whether it should make use of the authorization to 
increase capital while excluding shareholders' subscription rights and whether the value of the 
new shares is reasonable and proportionate in relation to the value of the asset to be acquired. 
As a rule, the issue price of the new shares is to be aligned with the stock market price of the 
shares. This way, the shareholders excluded from subscription rights will not suffer any 
economic disadvantage. However, it is not envisaged to systematically link the issue price to 
the stock market price, in particular to prevent that results already achieved in negotiations are 
called into question by fluctuations in market price. 

 
In this context, the Company shall retain the possibility of using Authorized Capital II – under 
exclusion of shareholders’ subscription rights - for servicing conversion or option rights and/or 
conversion or option obligations under bonds issued to subscribers in exchange for a 
contribution in kind, not in cash. This way, it will be possible to use bonds of such nature as an 
acquisition currency in connection with the acquisition of companies, interests in companies or 
other assets, improving the prospects when competing for interesting acquisition targets.  

 
Limiting the volume of Authorized Capital II to approximately 10% of the current nominal capital 
simultaneously restricts the respective possibility of excluding subscription rights in the event of 
capital increases in exchange for contributions in kind. If the authorization was utilized, 
shareholders' voting rights would only be diluted to a moderate extent. Considering all these 
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circumstances, the exclusion of shareholders' subscription rights within the limits described 
above is appropriate, necessary, proportionate and in the interests of the Company. 

 
bb) Furthermore, in the future, the authorization will provide the possibility of using Authorized 

Capital II to create new shares for the purpose of offering them to employees of GEA Group 
Aktiengesellschaft and its group companies as employee shares on favorable terms. In this 
case, a previous purchase of own shares on the stock exchange would not be necessary. For 
being able to offer shares from authorized capital to employees, it is necessary to authorize the 
Executive Board to exclude shareholders' subscription rights (with the consent of the 
Supervisory Board).   

 
The employee shares may also be issued via a credit institution or similar business entity fulfilling 
the prerequisites set out under s. 186 para. 5 sentence 1 AktG (entities according to s. 53 para. 
1 sentence 1 or s. 53b para. 1 sentence 1 or para. 7 of the German Banking Act). The issue 
price will be determined on the basis of the stock market price of the shares of GEA Group 
Aktiengesellschaft. In this context, a discount customary for employee shares may be granted. 
The Executive Board may link the issuance of the employee shares to additional prerequisites, 
e.g. a minimum holding period. 
 
So far, GEA Group Aktiengesellschaft has not issued any employee shares. However, in 
general, offering shares to employees is in the interests of the Company and its shareholders, 
because it allows employees to better identify with the Company while encouraging them to take 
joint responsibility. This way, employees may participate in the long-term development of GEA 
Group Aktiengesellschaft. In the opinion of the Executive Board, the possibility of excluding 
shareholders’ subscription rights for the purpose of issuing shares to employees of GEA Group 
Aktiengesellschaft and its group companies would therefore be objectively justified and 
proportionate considering the shareholders, in particular given the low volume utilized under the 
authorization and the very limited dilution effect resulting therefrom. In this respect, the proposed 
authorization is meant to provide the Executive Board with a corresponding option.  

 
cc) Furthermore, the Executive Board, acting with the consent of the Supervisory Board, shall be 

authorized to exclude shareholders' legal subscription rights for allowing it to implement a so-
called scrip dividend scheme under ideal circumstances. Under a scrip dividend scheme, 
shareholders are offered to invest the dividend payments they are entitled to on the basis of the 
resolution on the appropriation of net earnings adopted by the shareholders at the Annual 
General Meeting into the Company as a non-cash contribution in exchange for new shares in 
the Company.  

 
 

A scrip dividend scheme may be implemented by means of a proper rights issue, in particular 
in compliance with the provisions under s. 186 para. 1 AktG (minimum subscription period of 
two weeks) and s. 186 para. 2 AktG (announcement of the issue price no later than three days 
prior to the expiry of the subscription period). In this context, shareholders are only offered to 
subscribe for whole shares; regarding the proportion of the dividend that does not suffice to buy 
a whole share (or exceeds the subscription price), the shareholders will be entitled to a cash 
dividend and may not subscribe for shares in this particular case; there are neither plans to offer 
fractional shares nor to establish a trade in subscription rights or fractions thereof. Considering 
the fact that shareholders will receive a cash dividend instead of new shares in return for such 
fractional amounts, this appears to be justified and proportionate.  
 
In individual cases and subject to the respective capital market situation, it may be preferable to 
offer and prepare a scrip dividend scheme without being bound by the restrictions under s. 186 
para. 1 AktG (minimum subscription period of two weeks) and s. 186 para. 2 AktG 
(announcement of the issue price no later than three days prior to the expiry of the subscription 
period). For this reason, the Executive Board shall also be authorized to offer all shareholders 
entitled to a dividend to subscribe for new shares in exchange for an investment of their dividend 



 

4 
 

in accordance with the general principle of equal treatment (s. 53a AktG), while - acting with the 
consent of the Supervisory Board - formally excluding the shareholders' subscription rights in 
their entirety. The implementation of the scrip dividend scheme while formally excluding 
shareholders' subscription rights provides the possibility of increasing capital under more flexible 
conditions. Given the fact that all shareholders are offered the new shares and remaining 
proportions of the dividend are compensated via payment of a cash dividend, such exclusion of 
shareholders' subscription rights appears to be justified and proportionate. 

 
dd) Under the new Authorized Capital II and while excluding shareholders’ subscription rights, the 

Executive Board may only use the authorization to issue shares in an amount that accounts for a 
maximum of 10% of the Company's current nominal capital (save for the issue of shares for 
fractional amounts under exclusion of subscription rights). This limit shall factor in (i) shares issued 
or disposed of during the term of this authorization under exclusion of subscription rights on the basis 
of other authorizations granted to the Executive Board, and (ii) shares issued to service bonds carrying 
option or conversion rights and/or obligations, provided that the bonds are issued during the term of 
this authorization and subscription rights are excluded. However, this offsetting arrangement shall be 
cancelled and the original authorization volume shall be available again as soon as a subsequent 
Annual General Meeting renews the Executive Board's authorization to issue or dispose of shares or 
bonds carrying conversion or option rights and/or obligations under exclusion of shareholders' 
subscription rights. 

 
c)  Further authorization to exclude shareholders' subscription rights (only) with regard to 

Authorized Capital III 

aa) For utilizing the proposed Authorized Capital III, the Executive Board is also authorized to 
exclude shareholders' subscription rights in accordance with s.186 para. 3 sentence 4 AktG if 
the new shares are issued at a price that is not significantly lower than the stock market price. 

 
This possibility of excluding shareholders' subscription rights pursuant to s. 186 para. 3 
sentence 4 AktG allows the management to take advantage of favorable stock market 
opportunities at short notice. In addition, by avoiding the discount to the subscription price that 
would otherwise be required, equity capital can be strengthened to a larger extent than in the 
event of a capital increase cum shareholders' subscription rights. In particular, the proposed 
authorization shall enable the Company to issue shares in the Company at short notice while 
possibly also attracting new groups of shareholders in the process. Thus, this authorization 
serves the purpose of ensuring a sustainable and adequate equity base of the Company. 

 
Shareholders' subscription rights may, however, only be excluded if the issue price of the new 
shares is not materially below the market price of listed Company shares of the same class 
carrying the same rights. The Executive Board will keep a potential markdown on the stock 
market price as low as possible in accordance with the market conditions prevailing at the time 
of placement.  
 
By setting a limit relative to the price, and due to the obligation to determine an issue price close 
to the stock market price for the new shares, the shareholders' need for protection against a 
dilution of existing stock is taken into account while the shareholders' loss of influence is limited 
in accordance with s. 186 para. 3 sentence 4 AktG. Shareholders wishing to retain their 
percentage of shares in the event of a capital increase under exclusion of subscription rights 
have the possibility of acquiring the necessary number of shares on the stock market. 
 
The possibility of a simplified exclusion of shareholders' subscription rights pursuant to s. 186 
para. 3 sentence 4 AktG will be limited to an amount that may not exceed 10% of the nominal 
capital, neither at the time this authorization comes into effect nor at the time it is exercised. This 
upper limit is reduced by the number of shares sold by the Company during the term of this 
authorization while excluding shareholders' subscription rights on the basis of an authorization 
to use treasury stock pursuant to s. 71 para. 1 no. 8 sentence 5 and s. 186 para. 3 sentence 4 
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AktG. Moreover, the upper limit is reduced by the number of shares issued to service bonds 
carrying conversion or option rights and/or obligations, as the case may be, provided that the 
bonds are issued during the term of this authorization under exclusion of shareholders' 
subscription rights in accordance with s. 186 para. 3 sentence 4 AktG. 

 
bb) Apart from that, the Executive Board may not make use of the authorization to issue new shares 

while excluding shareholders' subscription rights under Authorized Capital III with respect to the 
proportion of the pro-rata nominal capital relating to shares issued or sold under exclusion of 
shareholders' subscription rights on the basis of other authorizations granted to the Executive 
Board during the term of this authorization. This ensures that the overall cap of 10% of the 
Company's current nominal capital on the issuance and/or sale of shares under exclusion of 
shareholders' subscription rights is never exceeded (save for the issue of shares for fractional 
amounts under exclusion of subscription rights). However, this offsetting arrangement shall be 
cancelled and the original authorization volume shall be available again as soon as a 
subsequent Annual General Meeting renews the Executive Board's authorization to issue or 
dispose of shares under exclusion of shareholders' subscription rights or to issue bonds carrying 
conversion or option rights and/or obligations in relation to Company shares. This is to take into 
account the shareholders' need for protection of their shareholdings against dilution. 

 
Presently, there are no concrete plans to exercise the proposed authorizations. The Executive Board 
will only make use of the authorization to increase nominal capital while excluding shareholders' 
subscription rights if this is in the best interests of the Company and its shareholders. The Executive 
Board will inform the shareholders about any utilization of Authorized Capital II and Authorized 
Capital III at the next Annual General Meeting, respectively. 
 
 
 
Düsseldorf, March 2021 
The Executive Board  
 
GEA Group Aktiengesellschaft 
Peter-Müller-Straße 12 
40468 Düsseldorf, Germany 
gea.com 
 
 


