Notes

Section (A): Principles of the Consolidated
Financial Statements

1 General Information

Vonovia SE is incorporated and domiciled in Germany. The
company has been registered in the Bochum commercial
register under HRB 16879 since 2017. Its registered office is
located in Bochum.

The interim consolidated financial statements as of June 30,
2020, were prepared in line with the International Financial
Reporting Standards (IFRS) as they are to be applied in the
European Union for interim financial statements in accord-
ance with IAS 34. They include the company and its sub-
sidiaries.

In accordance with IAS 34, the scope of Vonovia's interim
consolidated financial statements as of June 30, 2020, is
condensed compared with the consolidated financial state-
ments as of December 31, 2019.

2 Adjustment to Prior-year Figures

The total consideration for the acquisition of the Hembla
Group was allocated with definitive effect as of June 30,
2020. Compared with the provisional allocation as of De-
cember 31, 2019, embedded derivatives in the form of
termination options amounting to € 78.2 million were also
recognized. Inversely, deferred tax liabilities of € 16.1 million
were recognized. Goodwill was reduced by € 62.1 million in
comparison as a result. The corresponding prior-year figure
was adjusted as of the date of first-time consolidation.

In 2019, adjustments were also made to the consolidated
income statement in order to improve the presentation and
to separate interest income and interest expenses.

An additional item, “other financial result”, has been report-

ed in the consolidated income statement since December 31,
2019. As a result of the reporting amendment, financial
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income (interest income) decreased in the previous period
(January 1to June 30, 2019) by € 9.1 million and financial
expenses (interest expenses) by € 21.9 million. For this
purpose, the currency effects in the amount of € -0.2 million,
the income from investments in the amount of € 9.1 million,
the transaction costs in the amount of € -19.5 million as well
as the purchase price liabilities from put options/rights to
reimbursement in the amount of € -2.2 million in the prior-
year figures are shown separately under other financial
result.

3 Business Combinations

Acquisition of Hembla

On September 23, 2019, Vonovia SE announced that it had
signed a contract for the purchase of 69.3% of the voting
rights and 61.2% of the share capital in Hembla AB (publ),
Stockholm, Sweden, (“Hembla") via its subsidiary HomeStar
InvestCo AB, Stockholm, Sweden, (“"HomeStar”) with the
funds advised by Blackstone Group Inc. The parties agreed
to a purchase price of SEK 215.00 per share (irrespective of
share class). The completion of the transaction required the
approval of the Swedish merger control authorities, which
was given on November 5, 2019.

The acquisition date on which Vonovia SE obtained control
of the Hembla Group is November 7, 2019. This was the date
on which the offer was settled. This transaction shall be
treated as a business combination in accordance with IFRS 3.

On November 8, the offer document submitted on Novem-
ber 7, 2019, for the acquisition of all outstanding Class B
Hembla shares not already held by HomeStar was approved
and registered by the Swedish financial regulator. The offer
price was SEK 215.00 per share. The acceptance deadline for
the offer ended on December 9, 2019, at 5 p.m. (CET); the
transaction was completed on December 16, 2019. Further-
more, after announcing the offer, HomeStar acquired addi-
tional Hembla shares apart from this offer in the period
leading up to December 31, 2019.
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Since the acquisition of the shares was effected under
exactly the same conditions as the purchase on November 7,
2019, and the two events are related in terms of content and
timing, a linked transaction can be assumed.

Therefore, Vonovia became the owner of 6,136,989 Class A
Hembla shares and 81,282,426 Class B Hembla shares as of
December 31, 2019, representing approximately 95.3% of the
voting rights and approximately 94.1% of the share capital. In
addition, through its wholly owned subsidiary HomeStar,
Vonovia has acquired a total of 2,253,600 option rights from
Hembla employees, which were granted as part of Hembla's
long-term incentive program in 2017.

On December 10, 2019, Vonovia announced that it would
extend the offer period until January 8, 2020, at 5 p.m. (CET)
in order to give remaining shareholders who had not accept-
ed the offer the possibility of doing so.

The second acceptance deadline extended as part of the
purchase of Hembla ended on January 8, 2020. During this
acceptance period, the offer was accepted by additional
shareholders of Hembla, who held a total of 1,204,821 Class B
Hembla shares, representing approximately 1.0% of the total
voting rights and approximately 1.3% of the share capital.

In addition, a further 242,333 Class B shares had been
acquired on the market by June 30, 2020.

Since the acquisition of the shares was effected under
exactly the same conditions as the purchase on November 7,
2019, and the two events are related in terms of content and
timing, a linked transaction can be assumed.

Therefore, through its wholly owned subsidiary HomeStar,
Vonovia holds 6,136,989 Class A shares and 82,729,580
Class B shares as of June 30, 2020, representing approxi-
mately 96.4% of the total voting rights and approximately
95.6% of Hembla's share capital.

As part of the squeeze-out that was applied for and initiated
on December 18, 2019, the arbitration panel was established
in the course of the first six months of 2020 and the author-
ized representative of the minority shareholders (“trustee”)
was appointed. Once the squeeze-out process has been
initiated, Swedish law dictates that it can no longer be
aborted unilaterally by one of the parties. As a consequence,
the shares are fully attributable to the Group as of June 30,
2020. The delisting of the Class B ordinary shares in Hembla
was confirmed by Nasdaq Stockholm on December 19, 2019,
and the last day of trading was set as January 10, 2020.
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As part of the purchase price allocation the consideration
transferred for the business combination comprises the
following:

in € billion
Net cash purchase price component 1.8
Total consideration 1.8

In this context, the allocation of the total purchase price to
the acquired assets and liabilities (PPA) of the Hembla
Group as of the date of first-time consolidation is based on
the financial statements of the Hembla Group as of October
31, 2019, and on the known necessary adjustments to the fair
values of the assets and liabilities.

The valuation of the investment properties is based on the
fair value determination dated September 30, 2019, which
was carried out by Savills Sweden AB on behalf of Hembla.
As no material changes in the market environment were
identifiable between September 30, 2019, and the acquisition
date, only the quantity structure was adjusted to the acquisi-
tion date.

The fair value of the loans was determined as the sum of the
amounts of future cash flows discounted to the acquisition
date using a DCF method. The contractually agreed maturi-
ties and the interest and repayment schedules were used to
determine the future cash flows of the loans. The yield curve
used in the DCF calculation to discount the cash flows
consists of a risk-free base curve and a premium for the risk
of non-performance (“risk spread”).

Embedded derivatives were identified within Hembla's loan
agreements in the form of termination options that can be
exercised subject to previously stipulated conditions (pay-
ment of an exit fee). In accordance with IFRS g B.4.3.5 (e),
an analysis was performed at the time of acquisition of the
underlying loan agreements to determine whether the
embedded termination options should be measured and
recognized separately from the corresponding loan agreement.

In some cases, separate measurement and recognition had
to be performed in respect of the termination options, as
there was a significant difference between the exercise price
of the option concerned and the carrying amount of the
underlying loan.

In such cases, the termination options were measured at fair
value.

The existing interest rate derivatives at Hembla are also
measured at fair value, pursuant to IFRS 9.
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The assets and liabilities assumed in the course of the
business combination had the following fair values as of the
date of first-time consolidation:

As part of the provisional purchase price allocation, the
consideration transferred for the business combination
comprises the following:

in € billion in € million
Investment properties 3.2 Net cash purchase price component 975
Cash and cash equivalents 01 Contingent consideration 1.4
Other assets 01 Total consideration 108.9
Fair value of other assets 0.0
Total assets 34
Non-controlling interests 0.1 . . .

The contingent consideration relates to the scope and
Non-derivative financial liabilities 18 completion date of a development project, which remain
Deferred tax liabilities 03| uncertain at the current time. The value recognized for the
Fair value of other liabilities 0.0 | contingent consideration corresponds to its fair value on the
Total liabilities 2.2 | acquisition date.
Fair value net assets 1.2
Consideration 18| The provisional allocation of the total purchase price to the
Goodwill 06| @acquired assets and liabilities (PPA) of the Bien-Ries Group

Compared with the provisional allocation as of December 31,
2019, embedded derivatives in the form of termination
options amounting to € 78.2 million were also recognized.
Inversely, deferred tax liabilities of € 16.1 million were recog-
nized. Goodwill was reduced by € 621 million in comparison
as a result. The corresponding prior-year figure was adjusted
as of the date of first-time consolidation.

The goodwill represents synergies arising from the future
cooperation between the Hembla Group and Vonovia,
particularly those connected with the shared administration
and management of Vonovia's Swedish portfolios, and from
the partial transfer of Vonovia's business strategy, particu-
larly regarding its property and portfolio management
strategy, the utilization of modernization know-how, and the
Value-add strategy with a focus on expanding the value
chain.

Acquisition of Bien-Ries GmbH

On March 5, 2020, Vonovia SE announced that it had signed
a contract concerning the acquisition of all shares in Bien-
Ries GmbH, Hanau, Germany (“Bien-Ries"), via its wholly
owned subsidiary Deutsche Annington Acquisition Holding
GmbH.

The acquisition date on which Vonovia SE obtained control
of the Bien-Ries Group is April 2, 2020. This was the date on
which the offer was settled. This transaction shall be treated
as a business combination in accordance with IFRS 3.
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as of the date of first-time consolidation is based on the
financial statements of the Bien-Ries Group as of March 31,
2020, and on the known necessary adjustments to the fair
values of the assets and liabilities.

Pro rata land and development projects intended for sale but
not yet certified are recognized as inventories. The valuation
of these development projects is based on the fair value
determination as of March 31, 2020, which was carried out
by CBRE on behalf of Vonovia. Furthermore, the estimated
completion costs and the current project progress were
used for the measurement of the already certified develop-
ment projects. The value of contract assets pursuant to IFRS
15 was determined on this basis.
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The assets and liabilities assumed in the course of the
business combination had the following preliminary fair
values as of the date of first-time consolidation:

in € million

Intangible assets 71
Trade receivables 219
Cash and cash equivalents 33
Real estate inventories 126.8
Fair value of other assets 44
Total assets 163.5
Provisions 89
Non-derivative financial liabilities 29.6
Deferred tax liabilities 24.8
Fair value of other liabilities 6.9
Total liabilities 70.2
Fair value net assets 93.3
Consideration 108.9
Goodwill 15.6

The goodwill represents synergies from the future integra-
tion of the Bien-Ries Group, particularly due to the utilization
of development process know-how and the optimization of
cost structures.

Since April 2020, the Bien-Ries Group has recognized
income from the disposal of real estate inventories (Devel-
opment) in the amount of € 19.4 million, as well as an
earnings contribution in terms of earnings before fair value
adjustments of investment properties, depreciation and
amortization, interest and taxes (EBITDA IFRS) of € 0.4
million. If the Bien-Ries Group had already been fully includ-
ed in the consolidated Group as of January 1, 2020, it would
have contributed to income from the disposal of real estate
inventories (Development) in the amount of € 23.4 million
and to EBITDA IFRS in the amount of € -7.0 million.

The gross carrying amount of the acquired trade receivables
was € 21.8 million. In particular, this figure includes contract
assets pursuant to IFRS 15. Due to the contractual terms in
the development business, no separate impairment losses
are to be recognized on the corresponding receivables,
meaning that the gross amount matches the fair value.

In the 2020 fiscal year, transaction costs related to the
acquisition of the Bien-Ries Group in the amount of € 0.9
million were recognized in other operating expenses affect-
ing net income.

4 Currency Translation

The exchange rates of the currencies relevant to the Vonovia
Group have developed as follows:

Closing rate Average for period
Jan. 1- Jan. 1-
Basis: €1 Dec. 31, 2019* June 30,2020  June 30, 2019 June 30, 2020
HUF - Hungarian forint 32434 - 320.42 -
SEK - Swedish krona 10.45 10.49 10.52 10.66
USD - U.S. dollar 112 112 113 110

* The exchange rate for the Hungarian forint for 2019 has been fixed for May 31, 2019, as the companies ceased to be included in the scope of consolidation on May 31, 2019.

5 Accounting Policies

Recognition and measurement, as well as the explanatory
information and notes, are generally based on the same
recognition and measurement methods that were used to
prepare the consolidated financial statements for the 2019
fiscal year. There were no seasonal or economic influences
that had an impact on Vonovia's business activities in the
reporting period.
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Similarly, the impact of the coronavirus pandemic on
Vonovia's business activities was not material during the
reporting period.

The new standards and interpretations to be applied as of
January 1, 2020, do not have any material effects on Vono-

via's consolidated financial statements.

6 Subsequent Events

Vonovia Finance B.V. placed two bonds with a total volume
of € 1.5 billion on July 2, 2020. With terms of six and ten
years, respectively, the bonds bear interest at an average
rate of 0.8%. The payout date was July 9, 2020.

39



Berlin Hyp provides Vonovia Finance B.V. with secured
financing of € 184 million with a term of ten years that was
disbursed in July 2020.

As of the end of July 20, 2020, shareholders holding a total
of 40.7% of the shares carrying dividend rights opted for the
scrip dividend as opposed to the cash dividend. The sub-
scription price, determined on July 17, 2020, is € 52.438. As
part of the outstanding capital increase, 6,613,688 new
shares will therefore be issued, causing the total number of
shares to increase to 548,887,299. As a result of the out-
standing capital increase, the equity of the company will rise
by € 346,808,571.37. The total amount of the distributable
cash dividend is € 504,560,997.93.

Section (B): Profit for the Period

The figures from the previous year are only comparable to a
limited extent due to the acquisitions made.

7 Income from Property Management

Jan. 1- Jan. 1-
in € million June 30, 2019 June 30, 2020
Rental income 1,016.2 1134.2
Ancillary costs 380.7 386.6
Income from property letting 1,396.9 1,520.8
Other income from property
management 35.2 35.5

1,432.1 1,556.3
8 Profit on the Disposal of Properties

Jan. 1- Jan. 1-
in € million June 30, 2019 June 30, 2020
Income from disposal of
investment properties 1n0.4 153.2
Carrying amount of
investment properties sold -78.4 -95.4
Profit on disposal of
investment properties 32.0 57.8
Income from sale of assets
held for sale 16.3 164.4
Retirement carrying amount of
assets held for sale -116.3 -164.4
Revaluation of assets held for sale 27.0 14.9
Profit on disposal of
assets held for sale 27.0 14.9

59.0 72.7
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The fair value adjustment of residential properties held for
sale, for which a purchase contract had been signed but
transfer of title had not yet taken place, led to a gain of € 14.9
million as of June 30, 2020 (H12019: € 27.0 million).

9 Profit on the Disposal of Real Estate Inventories

(Development)

Income from the disposal of real estate inventories (Devel-
opment) in the amount of € 107.5 million (H1 2019: € 124.9
million) consisted of € 74.5 million (H1 2019: € 97.5 million) in
period-related income from the disposal of real estate
inventories together with € 33.0 million (H12019: € 27.4
million) in time-related income from the disposal of real
estate inventories.

10 Net Income from Fair Value Adjustments of

Investment Properties

The measurement of the investment properties led to a gain
as of June 30, 2020, of €1,812.3 million (H12019: € 2,258.7
million; see explanatory information in note [D16] “Invest-
ment Properties”). This includes € -2.8 million (H1 2019:
€3.9 million) for the measurement of right-of-use assets
(IFRS 16).

The figure also includes the valuation result from buildings
under construction (new construction/development to hold)
that were completed during the reporting period and were
moved to the Rental portfolio. A fair value measurement is
performed for the first time when the properties are com-
pleted. This resulted in a valuation effect of € 26.2 million as
of June 30, 2020 (H1 2019: € 17.7 million).

There have been no demonstrable effects connected to the
coronavirus pandemic on the fair value of investment
properties as of June 30, 2020.

The recognition and valuation of investment properties are

explained in detail in the consolidated financial statements
for 2019.
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11 Cost of Materials

14 Other Financial Result

Jan.1- Jan.1- Jan.1- Jan.1-
in € million June 30, 2019 June 30, 2020 in € million June 30, 2019 June 30, 2020
Expenses for ancillary costs 360.6 384.6 Result from currency translation -0.2 -0.1
Expenses for maintenance and Income from other investments 9.1 9.3
modernization 2874 270.3 .
Transaction costs -19.5 -4.2
Other cost of purchased goods o
and services 4571 501 Purf:hase‘pnce I|ab|!|t|es from put
options/rights to reimbursement -2.2 -0.8
693.1 705.0
-12.8 4.2
12 Financial Income The income from investments includes financial income
resulting from the collection of profits from the investment
Jan. 1- Jan.1-  in AVW GmbH & Co. KG, Hamburg, in the amount of € 9.3
in € million June 30, 2019 June 30, 2020 - O . . .
million (H12019: € 8.2 million) for the previous fiscal year in
i, each case.
Income from non-current securities
and non-current loans 1.0 0.9
Other interest and
similar income 2.5 13.8
3.5 14.7

Other interest and similar income includes income from a

bond issue above par in the amount of € 11.9 million (H1 2019:

€ 0.0 million).

13 Financial Expenses

Jan.1- Jan. 1-
in € million June 30, 2019 June 30, 2020
Interest expense from
non-derivative financial liabilities 175.0 185.9
Swaps (current interest expense
for the period) 6.6 75
Effects from the valuation of
non-derivative financial instruments -12.8 -26.3
Effects from the valuation of swaps 279 34.0
Prepayment penalties and
commitment interest 7.5 29
Interest accretion to provisions 4.8 29
Interest from leases 7.0 7.6
Other financial expenses -1.2 0.6

214.8 2151

Condensed Interim Consolidated Financial Statements — Notes
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Section (C): Other Disclosures on the Results of Operations

15 Segment Reporting

The following table shows the segment information for the

reporting period:

Recurring Develop- Segments Consolida-
in € million Rental Value-add Sales ment total Other* tion* Group
Jan. 1-June 30, 2020
Segment income 1132.9 760.4 195.0 107.5 2,195.8 122.6 -337.0 19814
thereof external income 11329 131.2 195.0 107.5 1,566.6 122.6 292.2 19814
thereof internal income 629.2 629.2 -629.2
Carrying amount of assets sold -161.4 -161.4 -98.4
Revaluation from disposal
of assets held for sale 209 209 8.7
Expenses for maintenance -154.7 -154.7
Production costs development -83.7 -83.7
Operating expenses -196.8 -692.8 -6.4 -5.2 -901.2 -2.6 320.9
Net income from fair value
adjustments of development to
hold** 26.5 26.5 -26.5
Adjusted EBITDA Total 7814 67.6 481 451 942.2 30.3 -42.6 929.9
Non-recurring items -379
Period adjustments from assets
held for sale -14.6
Income from investments
in other real estate companies -
EBITDA IFRS 8774
Net income from fair value
adjustments of investment
properties 1,812.3
Depreciation and
amortization -42.2
Income from other investments -9.3
Interest income 4.7
Interest expenses -215.1
Other financial result 4.2
EBT 2,442.0
Income taxes -8239
Profit for the period 1,618.1

*

The income for the Rental, Value-add, Recurring Sales and Development segments constitutes income that is regularly reported to the Management Board as the chief operating decision-maker
and that reflects Vonovia's sustainable business. The income/costs in the “Other” and “Consolidation” columns are not part of the Management Board's segment management.
** Excluding capitalized interest in debt in the amount of € 0.3 million (H1 2019: € 0.0 million).
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Recurring Develop- Segments Consolida-
in € million Rental Value-add Sales ment total Other* tion* Group
Jan. 1-June 30, 2019
Segment income 1,014.8 760.9 174.9 124.9 2,075.5 51.8 -343.6 1,783.7
thereof external income 1,014.8 1349 174.9 124.9 1,449.5 51.8 282.4 1,783.7
thereof internal income 626.0 626.0 -626.0
Carrying amount of assets sold -145.8 -145.8 -489
Revaluation from disposal
of assets held for sale 21.3 213 59
Expenses for maintenance -147.0 -147.0
Production costs development -95.2 -95.2
Operating expenses -143.8 -685.2 -8.0 -16.7 -853.7 -2.8 319.8
Net income from fair value
adjustments of development to hold 17.7 17.7 177
Adjusted EBITDA Total 724.0 75.7 424 30.7 872.8 6.0 -41.5 837.3
Non-recurring items -25.3
Period adjustments from assets
held for sale -0.3
Income from investments
in other real estate companies 0.2
EBITDA IFRS 811.9
Net income from fair value
adjustments of investment
properties 2,258.7
Depreciation and amortization -1,935.9
Income from other investments -9.0
Interest income 3.5
Interest expenses -214.8
Other financial result -12.8
EBT 901.6
Income taxes -776.3
Profit for the period 125.3

* The income for the Rental, Value-add, Recurring Sales and Development segments constitutes income that is regularly reported to the Management Board as the chief operating decision-maker
and that reflects Vonovia's sustainable business. The income/costs in the “Other” and “Consolidation” columns are not part of the Management Board's segment management.

The following table gives a detailed list of the non-recurring

items for the reporting period:

Condensed Interim Consolidated Financial Statements — Notes

Jan.1- Jan.1-
in € million June 30, 2019 June 30, 2020
Acquisition costs
incl. integration costs* 1.6 221
Severance payments/pre-
retirement part-time
work arrangements 89 7.2
Business model optimization/
development of new field
of business 0.6 8.6
Refinancing and equity measures 4.2 -
Total non-recurring items 25.3 379

* Including one-time expenses in connection with acquisitions, such as HR measures relating to

the integration process.
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The breakdown of external revenue from contracts with
customers (pursuant to IFRS 15.114f.) and its allocation to the
segments referred to above is as follows:

Recurring
in € million Rental Value-add Sales Development Other Total
Jan. 1-June 30, 2020
Revenue from ancillary costs (IFRS 15) 289.4 0.1 - -0.2 - 289.3
Income from disposal of investment properties - - 104.5 - 48.7 153.2
Income from the disposal of real estate inventories
(Development) - - - 107.5 - 107.5
Other revenue from contracts with customers 11.0 243 - 0.2 355
Revenue from contracts with customers 300.4 244 104.5 107.5 48.7 585.5
thereof period-related 74.5 74.5
thereof time-related 300.4 244 104.5 33.0 487 51.0
Income from rental income (IFRS 16) 1132.9 0.9 0.4 1134.2
Revenue from ancillary costs (IFRS 16)* 97.3 - - - - 97.3
Income from sale of assets held for sale (IFRS 5) - - 90.5 - 739 164.4
Other revenue 1,230.2 0.9 90.5 0.4 73.9 1,395.9
Revenues 1,530.6 25.3 195.0 107.9 122.6 1,981.4
Jan. 1-June 30, 2019
Revenue from ancillary costs (IFRS 15) 314.7 0.2 - 0.1 - 315.0
Income from disposal of investment properties - - 86.0 - 24.4 1n0.4
Income from the disposal of real estate inventories
(Development) - - - 124.9 - 124.9
Other revenue from contracts with customers 7.2 279 - 0.1 - 352
Revenue from contracts with customers 3219 281 86.0 1251 244 585.5
thereof period-related 977 97.7
thereof time-related 3219 281 86.0 274 244 487.8
Income from rental income (IFRS 16) 1,014.8 1.0 - 0.4 - 1,016.2
Revenue from ancillary costs (IFRS 16)* 65.7 - - - - 65.7
Income from sale of assets held for sale (IFRS 5) - - 88.9 274 116.3
Other revenue 1,080.5 1.0 88.9 0.4 274 1198.2
Revenues 1,402.4 29.1 174.9 125.5 51.8 1,783.7

* Includes land tax and buildings insurance.
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External income and non-current assets, excluding financial Vonovia's country of origin and other countries as follows.
instruments, deferred taxes, post-employment benefits and The revenue and the assets are allocated based on the

rights under insurance contracts, are distributed among registered office of the unit providing the service.
External income Assets

in € million June 30, 2019 June 30, 2020 Dec. 31,2019 June 30, 2020
Germany 1,504.2 1,648.6 44,969.4 47,4176
Austria 2133 168.2 3,067.9 31661
Sweden 66.0 164.5 6,777.8 6,852.0
France 1041 104.1
Other countries 0.2 01 881 14.6
Total 1,783.7 1981.4 55,007.3 57,654.4
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Section (D): Assets

16 Investment Properties

in € million

As of Jan. 1, 2020

Additions due to business combinations
Additions

Capitalized modernization costs

Grants received

Other transfers

Transfer from property, plant and equipment
Transfer from down payments made
Transfer from real estate inventories
Transfer to real estate inventories
Transfer from assets held for sale
Transfer to assets held for sale
Disposals

Net income from fair value adjustments of investment
properties

Revaluation of assets held for sale
Revaluation from currency effects

As of Jun. 30,2020

As of Jan. 1, 2019

Additions due to business combinations
Additions

Capitalized modernization costs

Grants received

Other transfers

Transfer from property, plant and equipment
Transfer to property, plant and equipment
Transfer from real estate inventories
Transfer to real estate inventories

Transfer from assets held for sale

Transfer to assets held for sale

Disposals

Disposals due to changes in scope of consolidation

Net income from fair value adjustments of investment
properties

Revaluation of assets held for sale
Revaluation from currency effects

As of Dec. 31, 2019

52,736.6
1.3
197.6
508.6
-6.8
0.2
57
40.3
364
-0.6
0.7
-67.9
-95.8

1,812.3
14.9
-19.8
55,163.7

43,490.9
3,2029
1,201.8
1m7.6
-14.2
-2.8

11
-33

54
-21.8
4.5
-316.1
-158.2
-4.8

41315
59.7
324

52,736.6
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Fair Values

Vonovia determines fair value in accordance with the
requirements of IAS 40 in conjunction with IFRS 13. We refer
to the detailed information set out in the consolidated
financial statements for 2019.

Vonovia values its portfolio using a method known as the
discounted cash flow (DCF) method. Under the DCF meth-
odology, the expected future income and costs of a property
are forecast over a period of ten years and discounted to
the date of valuation as the net present value. Furthermore,
the terminal value of the property at the end of the ten-year
period is determined using the expected stabilized net
operating income and again discounted to the date of
valuation as the net present value. In addition, the valuation
of the portfolio in Austria is based on the assumption of
sales strategies for the recurring sales of apartments for a
subportfolio. Attainable revenues are calculated based on
sales prices for comparable apartments (market approach)
and are reported in the appropriate period in the DCF model.
In order to take the sales potential into account, the DCF
detailed period is extended to 100 years for the Austrian
portfolios and no terminal value is applied. For the portfolio
in Sweden, the result of the external appraiser Savills
Sweden AB (partly in cooperation with Malmobryggan
Fastighetsekonomi AB) was applied to the interim balance
sheet. The fair values of the portfolio in Sweden were also
calculated using a DCF procedure.

Due to the market momentum recognized in the first half of
2020, Vonovia decided to perform a new valuation of the 20
German locations that account for the largest fair value
shares. The list of the locations to be valued was extended
to include six additional German locations in which consid-
erable changes in value had been observed, as well as
Vienna and the portfolio in Sweden. The selection includes
the lion's share of the portfolio, accounting for more than
two-thirds of the total fair value. The property assets in
Germany and Austria are also assessed by the independent
property appraiser CBRE GmbH. The market value resulting
from the external review deviates from the internal valuation
result by less than 0.1%.

For the part of the portfolio that was not revalued, the

valuation from the end of 2019 is applied again, with updates
to reflect capitalization.
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We are currently observing stable demand for rental apart-
ments and no negative impact on market values as a result
of the coronavirus pandemic. Potential effects on future
price developments will depend to a considerable degree on
how the pandemic progresses and the associated economic
conditions, and are impossible to reliably predict at present.
Residential real estate could become more significant as a
relatively secure form of investment. The demand for
residential real estate could, however, also change depend-
ing on the duration and extent of a possible recession.
Vonovia is keeping a close eye on market developments.

At the end of January 2020, the Berlin House of Representa-
tives passed the Act on Rent Controls in the Housing Sector
in Berlin (referred to in short as “rent freeze”). This came
into force in February 2020. It remains disputed whether the
law is constitutional. Assuming that the rent freeze is found
to be constitutional, future rental income or rental develop-
ment will have to be reduced for the period leading up to,
and including, 2025. This could have a negative impact on
fair values. Likewise, it cannot be ruled out that declining
vacancy rates and fluctuation as well as lower return
requirements of investors (yield compression) will subse-
quently have a compensatory effect on fair values. The
potential implications can be estimated via the sensitivities
shown in the notes to this report. There is no evidence of any
impact on fair values at present.

Condensed Interim Consolidated Financial Statements — Notes

The real estate portfolio of Vonovia is to be found in the
items investment properties, property, plant and equipment
(owner-occupied properties), real estate inventories, con-
tractual assets and assets held for sale. The fair value of the
portfolio comprising residential buildings, commercial
properties, garages and parking spaces, project develop-
ments, as well as undeveloped land and any inheritable
building rights granted was € 55,698.6 million as of June 30,
2020 (Dec. 31, 2019: € 53,316.4 million). This corresponds to a
net initial yield for the developed land (overall portfolio
including Austria and Sweden) of 3.0% (Dec. 31, 2019: 3.1%).
For Germany, this results in an in-place-rent multiplier of
24.4 for the portfolio (Dec. 31, 2019: 23.5) and a fair value

per m? of €1,992 (Dec. 31, 2019: € 1,893 per m?). The in-place-
rent multiplier for the Austrian portfolio comes to 25.3

(Dec. 31, 2019: 24.7) with a fair value per m? of €1,496

(Dec. 31, 2019: € 1,455 per m?), while the in-place-rent multi-
plier for Sweden amounts to 17.2 (Dec. 31, 2019: 17.1) with a
fair value per m? of €1,938 (Dec. 31, 2019: €1,899 per m?).
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Valuation results*

thereof thereof
thereof owner-occupied investment
Fair value assets held for sale properties properties
Regional market (in € million) (in € million) (in € million) (in € million)
June 30, 2020
Berlin 7,593.4 0.0 6.8 7,586.6
Rhine Main Area 4,657.1 2.4 59 4.648.8
Rhineland 3,996.0 12 77 3,9871
Southern Ruhr Area 41814 4.0 4.2 4]173.2
Dresden 3,903.2 0.2 6.6 3,896.5
Hamburg 2,910.5 0.1 29 2,9075
Munich 2,361.9 29 4.0 2,3551
Stuttgart 2,215 05 21 2,208.8
Kiel 2,284.2 0.0 2.7 2,2815
Hanover 1990.6 1.6 2.3 1986.7
Northern Ruhr Area 1,738.5 34 53 1,729.8
Bremen 1,279.4 0.0 1.9 1,277.6
Leipzig 992.6 0.1 11 991.5
Westphalia 959.5 0.0 1.2 958.3
Freiburg 673.3 0.0 2.0 6713
Other strategic locations 2,950.3 19 4.3 29441
Total strategic locations 44,683.4 18.3 61.0 44,604.4
Non-strategic locations 598.6 10.2 0.5 5879
Vonovia Germany 45,282.0 28.6 61.2 45,1921
Vonovia Sweden** 57621 0.0 0.0 57621
Vonovia Austria** 27264 6.1 0.0 2,720.3

€ 599.1 million for development and € 346.7 million for other.

are not shown separately.

Fair value of the developed land excluding € 1,928.1 million, of which € 582.3 million for undeveloped land and inheritable building rights granted, € 400.0 million for assets under construction,

The valuation techniques used for the portfolio in Austria and Sweden provide valuation parameters that are only partially comparable. Administrative and maintenance expenses

The inflation rate applied to the DCF procedure is 1.6%. Net
income from fair value adjustments of investment properties
amounted to €1,812.3 million in the first half of 2020 (Dec. 31,
2019: € 4,131.5 million). For the Austrian portfolio, a sales
strategy with an average selling price of € 2,151 per m? was
assumed for 53.7% of the properties.

Explanatory information on the prior-year figures can be
found in the 2019 Annual Report of Vonovia SE.
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Sensitivity Analyses

The sensitivity analyses performed on Vonovia's real estate
portfolio show the impact of value drivers dependent on
market developments. Those influenced in particular are the
market rents and their development, the amount of recog-
nized administrative and maintenance expenses, cost
increases, the vacancy rate and interest rates. The effect of
possible deviations in these parameters is shown separately
for each parameter according to regional market in the
following.

Interactions between the parameters are possible but
cannot be quantified owing to the complexity of the inter-
relationships. The vacancy and market rent parameters, for
example, can influence each other. If rising demand for
housing is not met by an adequate development of supply,
this can result in lower vacancy rates and, at the same time,
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Management costs

Valuation parameters investment properties (Level 3)

residential Maintenance costs Market rent Market rent Stabilized Capitalized
(€ per residential total residential residential increase vacancy rate Discount rate interest rate
unit p.a.) (£/m?p.a.) (€/m? per month) residential residential total total
262.0 141 7.8 1.6% 1.2% 3.9% 2.2%
280.0 14 91 1.8% 11% 47% 3.0%
278.0 13.8 81 1.7% 1.9% 5.0% 3.4%
276.0 12.8 6.9 1.5% 2.6% 4.9% 3.6%
247.0 14.3 6.8 1.7% 22% 4.9% 3.4%
266.0 4.4 83 1.6% 1.3% 4.5% 3.2%
269.0 14.0 111 1.9% 0.6% 4.5% 2.8%
278.0 14.5 9.1 1.8% 1.3% 4.9% 3.2%
268.0 14.9 73 1.7% 1.6% 5.0% 3.6%
268.0 14.2 7.3 1.7% 21% 4.8% 3.4%
274.0 13.3 6.3 1.2% 3.3% 5.4% 4.5%
274.0 13.5 6.9 1.8% 21% 4.9% 3.3%
261.0 15.0 6.6 1.8% 2.9% 5.0% 3.5%
270.0 13.2 7.0 1.5% 1.9% 5.0% 3.7%
277.0 15.2 83 1.7% 11% 4.5% 3.0%
273.0 14.1 74 1.6% 2.3% 51% 3.7%
269.0 14.0 7.6 1.6% 1.9% 4.8% 3.2%
272.0 147 75 1.6% 2.4% 4.8% 32%
269.0 14.0 7.6 1.6% 1.9% 4.8% 3.2%
n.a. n.a 9.8 1.7% 0.9% 5.4% 3.8%
n.a. 19.1 55 1.4% 17% 5.5% na.
rising market rents. If, however, the rising demand is com-
pensated for by a high vacancy reserve in the location in
question, then the market rent level does not necessarily
change.
Changes in the demand for housing can also impact the risk
associated with the expected cash flows, which is then
reflected in adjusted discounting and capitalizing rates. The
effects do not, however, necessarily have to have a favorable
impact on each other, for example, if the changes in the
demand for residential real estate are overshadowed by
macroeconomic developments.
In addition, factors other than demand can have an impact
on these parameters. Examples include changes in the
housing stock, in seller and buyer behavior, political deci-
sions and developments on the capital market.
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The table below shows the percentage impact on values in
the event of a change in the valuation parameters. The
absolute impact on values is calculated by multiplying the
percentage impact by the fair value of the investment
properties.

Change in value in % under varying parameters

Management costs Maintenance costs Cost increase/

residential residential inflation
Regional market -10%,/10% -10%,/10% -0.5%/+0.5% points
June 30, 2020
Berlin 0.6/-0.6 19/-19 7.2/-10
Rhine Main Area 0.5/-0.5 14/-14 3.2/-34
Rhineland 0.5/-0.5 17/-1.7 3.6/-3.8
Southern Ruhr Area 0.8/-0.8 21/-21 45/-4.7
Dresden 0.7/-0.7 21/-21 4.6/-4.7
Hamburg 0.5/-0.5 17/17 41/-4.2
Munich 0.3/-0.3 11/-1.2 3.5/-3.7
Stuttgart 0.5/-0.5 14/-1.4 3.2/-3.3
Kiel 0.7/-0.7 21/-21 4.3/-4.5
Hanover 0.6/-0.6 19/-19 4.3/-4.4
Northern Ruhr Area 0.9/-0.9 27/-27 4.5/-4.6
Bremen 0.7/-0.7 2.0/-2.0 5.0/-51
Leipzig 0.7/-0.7 2.2/-21 4.9/-4.9
Westphalia 0.7/-0.7 2.2/-2.2 4.2/-4.4
Freiburg 0.5/-0.5 17/-17 4.0/-41
Other strategic locations 0.6/-0.6 2.0/-2.0 3.8/-39
Total strategic locations 0.6/-0.6 1.8/-1.8 4.5/-4.6
Non-strategic locations 0.6/-0.6 2.3/-2.3 6.5/-6.5
Vonovia Germany 0.6/-0.6 1.8/-1.8 4.6/-4.6
Vonovia Sweden* n.a n.a 1.2/-1.2
Vonovia Austria® n.a. 04/-0.4 0.4/-0.5

*  The valuation methods for the portfolio in Austria and Sweden use valuation parameters that are only partially comparable.

Administrative and maintenance expenses are not shown separately.

Section (E): Capital Structure

17 Total Equity

The Annual General Meeting held on June 30, 2020, resolved
to pay a dividend for the 2019 fiscal year in the amount of
€1.57 per share, and € 851.4 million in total. As in previous
years, shareholders were offered the option of choosing
between being paid the dividend in cash or being granted
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new shares. It is intended to use the company's authorized
capital pursuant to Section 5b of the Articles of Association
("2018 Authorized Capital”) to issue the scrip dividend.
Shareholders must, however, first choose between a cash
dividend or the scrip dividend offered by July 20, 2020. The
subscription price for the new shares to be issued is deter-
mined on July 17, 2020.
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Change in value in % under varying parameters

Market rent Market rent increase Stabilized vacancy rate Discounting and capitalized
residential residential residential interest rates total
-2%/+2% -0.2%/+0.2% points -1%/+1% points -0.25%/+0.25% points
-2.2/2.2 -9.9/12.8 15/-17 14.0/-10.9
-2.3/2.3 -7.2/8.5 1.0/-1.5 9.0/-7.6
-2.3/2.3 -6.9/8.0 1.6/-1.6 8.3/-71
-2.5/2.5 -7.0/81 1.9/-1.9 7.7/-6.7
-2.5/25 -1.2/8.3 1.8/-1.8 8.2/-71
-2.3/2.3 -7.5/8.8 1.2/-17 9.2/-77
-21/21 -81/9.6 0.7/-15 10.6/-8.8
-2.2/2.2 -7.0/81 1.3/-15 8.5/-7.3
-2.4/2.5 -6.9/8.0 1.8/-1.8 7.8/-6.7
-2.3/24 -71/8.3 17/1.7 8.3/-71
-2.6/2.6 -6.0/6.7 21/-21 6.1/-54
-2.3/24 -7.6/8.9 1.8/-1.8 8.8/-75
-24/25 -7.2/8.4 1.8/-1.8 8.2/-70
-2.4/2.3 -6.7/76 1.8/-1.9 74/-6.6
-2.3/2.3 -7.7/91 1.2/-1.6 9.3/-7.8
-24/2.4 -6.6/75 17/1.7 75/-6.5
-2.3/23 -7.6/9.0 1.5/-1.7 9.3/-7.8
-2.6/2.5 -9.2/10.9 1.9/-19 Mn.4/-9.5
-2.3/2.3 -7.6/9.0 1.5/-1.7 9.3/-7.8
-3.0/3.0 -1.4/1.4 0.8/-1.2 74/-6.4
-0.3/0.3 -0.9/1.0 0.9/-0.9 4.6/-4.2
18 Non-derivative Financial Liabilities
Dec. 31,2019 June 30, 2020
in € million non-current current non-current current
Non-derivative financial liabilities
Liabilities to banks 6,853.9 5491 7,239.8 324.3
Liabilities to other creditors 14,3441 17276 15,479.6 1,247.8
Deferred interest from non-derivative financial liabilities - 100.2 - 112.8
21,198.0 2,376.9 22,7194 1,684.9
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The U.S. dollar bond issued in 2013 is translated at the
exchange rate at the end of the reporting period in line with
applicable IFRS provisions. Allowing for the hedging rate
prescribed through the interest hedging transaction entered
into, this financial liability would be € 38.5 million lower than

the recognized value (Dec. 31, 2019: € 37.8 million).

The nominal obligations of the liabilities to banks and the
liabilities to other creditors developed as follows:

in € million Dec. 31,2019 June 30, 2020
Bond (U.S. dollar)* 185.0 185.0
Bond (EMTN)* 13,652.3 14,551.7
Commercial Paper* 300.0 -
Promissory note loan* 50.0 50.0
Portfolio loans
Pfandbriefbank, Landesbank
Baden-Wiirttemberg* 500.0 500.0
Berlin Hannoversche
Hypothekenbank,
Hessische Landesbank* 461.8 461.8
Berlin-Hannoversche Hypothe-
kenbank (Landesbank Berlin)* 4994 4994
Landesbank Baden-Wurttem-
berg* - 300.0
Berlin Hannoversche
Hypothekenbank, Landesbank
Berlin und Landesbank
Baden-Wirttemberg* 2934 -
Deutsche Hypothekenbank* 157.5 154.8
Commerzbank* 168.0 168.0
ING Diba AG* - 100.0
Sparkasse Berlin* - 100.0
Nordrheinische Arzteversor-
gung* 27.7 27.2
Norddeutsche Landesbank* 30.5 -
79.7 791
Berlin-Hannoversche Hypothe-
kenbank Buwog Liineburg* 18.7 18.5
UniCredit - HVB Buwog Berlin* 28.0 277
UniCredit - HVB Buwog Kreuz-
berg* 35 -
UniCredit - HVB Buwog Kiel* 15.3 15.1
UniCredit - HVB Tempelhofer
Feld* 213 21.0
Mortgages** 6,912.9 7,014.8
23,405.0 24,2741

cial covenants, which it fulfilled.

it fulfilled.

Under the conditions of existing loan agreements, Vonovia is obliged to fulfill certain finan-

For a portion of the mortgages, Vonovia is obliged to fulfill certain financial covenants, which
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Repayment of Corporate Bonds

On March 30, 2020, Vonovia repaid the remaining capital of
€ 300.6 million on a bond issued by Dutch subsidiary
Vonovia Finance B.V.

Repayment of Commercial Paper

On February 28, 2020, € 300 million was repaid under the
Commercial Paper Program that the Dutch subsidiary
Vonovia Finance B.V. had taken out for the Vonovia Group.
This means that the Commercial Paper Program has been
repaid in full.

Repayment of Secured Financing

Secured financing with remaining capital of € 290 million
was repaid to a consortium including Berlin Hyp, Berliner
Sparkasse and Landesbank Baden-Wirttemberg on June 30,
2020, as scheduled.

Issue of Bonds Under the European Medium-Term Notes
Program (EMTN)

Via its Dutch subsidiary Vonovia Finance B.V., Vonovia
increased an EMTN bond of € 5oo million that runs until
March 2026 by € 200 million with effect from January 30,
2020.

Vonovia placed two bonds with a total volume of € 1 billion
on March 31, 2020. The new bonds will bear interest at an
average rate of 1.9% and have a term of four and ten years,
respectively.

New Portfolio Loans

Vonovia Finance B.V. took out secured financing for Vonovia
of € 300 million with Landesbank Baden-Wirttemberg in
February 2020, as well as € 100 million with ING Bank, a
branch of ING-DiBa AG, and € 100 million with Berliner
Sparkasse in March 2020, respectively, each with a term of
ten years.
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19 Leases

The following table shows the development of right-of-use

assets arising from leases as of June 30, 2020, compar
with the previous year.

Development of Right-of-Use Assets

ed

in € million Dec. 31,2019 June 30, 2020

Right-of-use assets
Leasehold contracts 1,223.7
Interim rental agreements 11

Right-of-use assets within
investment properties 1,224.8

Leasing of land for the
construction of commercial

properties used by the Group 26.2
Lease agreements 214
Contracting 19.7
Vehicle leases 6.3
Tenancy and license agreements 24
Leases of IT equipment 4.4

Right-of-use assets within property,
plant and equipment 80.4

1,305.2

1,236.4
14

1,237.8

275
22,6
18.8
4.2
3.2
3.6

79.9
1,317.7

The following table shows the development of current and

non-current liabilities arising from leases within the mean-

ing of IFRS 16 as of June 30, 2020, compared with the
previous year.

Development of Lease Liabilities

Dec. 31,2019 June 30, 2020
in € million non-current current non-current current
Lease liabilities
Leasehold contracts (IAS 40) 378.0 10.6 4004 10.5
Interim rental agreements 0.2 09 0.5 0.9
Leasing of land for the construction of commercial properties
used by the Group 26.4 0.1 274 01
Lease agreements 14.8 6.8 15.4 7.5
Contracting 18.0 1.9 17.0 19
Vehicle leases 1.6 47 11 3.0
Tenancy and license agreements 0.6 1.8 14 1.8
Leases of IT equipment 3.0 1.5 2.3 1.4
442.6 28.3 465.6 271
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Section (F): Additional Financial Management Disclosures

20 Additional Financial Instrument Disclosures

Measurement categories and classes:

in € million

Carrying amounts
June 30, 2020

Assets
Cash and cash equivalents
Cash on hand and deposits at banking institutions
Trade receivables
Receivables from the sale of properties
Receivables from property letting
Other receivables from trading
Receivables from sale of real estate inventories (Development)
Financial assets
Investments valued at equity
Loans to other investments
Other non-current loans
Non-current securities
Other investments
Derivative financial assets
Cash flow hedges (cross currency swaps)

Stand-alone interest rate swaps and interest rate caps as well as embedded derivatives

Liabilities

Trade payables

Non-derivative financial liabilities

Derivative financial liabilities
Purchase price liabilities from put options/rights to reimbursement
Stand-alone interest rate swaps and interest rate caps
Other swaps

Lease liabilities

Liabilities from tenant financing

Liabilities from dividend entitlements

Liabilities to non-controlling interests

949.2

65.9
414
10.8
n4.7

297
333
10.8
4.6
302.6

40.4
60.2

202.8
24,4043

373
60.1
244
4927
161.4
8514
325
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Amounts recognized in balance sheet in accordance with IFRS 9

Amounts

Fair value Fair value recognized in

Fair value recognized recognized balance sheet
Amortized affecting in equity with in equity without in acc. with Fair value Fair value
cost net income reclassification reclassification IFRS 16/1AS 28 June 30, 2020 hierarchy level
949.2 949.2 1
65.9 65.9 2
1.4 4.4 2
10.8 10.8 2
na.7 na.7 2
29.7 29.7 n.a.
333 57.3 2
10.8 10.8 2
4.6 4.6 1
302.6 302.6 2
-9.8 50.2 40.4 2
60.2 60.2 2
202.8 202.8 2
24,404.3 25,826.1 2
373 373 2
60.1 60.1 2
24 22.0 24.4 2
492.7 492.7 2
161.4 161.4 2
8514 851.4 2
325 325 2

Condensed Interim Consolidated Financial Statements — Notes
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Measurement categories and classes:

Carrying amounts

in € million Dec. 31,2019
Assets
Cash and cash equivalents
Cash on hand and deposits at banking institutions 500.7
Trade receivables
Receivables from the sale of properties 66.6
Receivables from property letting 4.7
Other receivables from trading 1.8
Receivables from sale of real estate inventories (Development) 85.6
Financial assets
Investments valued at equity 29.5
Loans to other investments 333
Other non-current loans 1.7
Non-current securities 4.4
Other investments 142.2
Derivative financial assets
Cash flow hedges (cross currency swaps) 29.8
Stand-alone interest rate swaps and interest rate caps as well as embedded derivatives 81.5
Liabilities
Trade payables 224.2
Non-derivative financial liabilities 23,5749
Derivative financial liabilities
Purchase price liabilities from put options/rights to reimbursement 39.0
Stand-alone interest rate swaps and interest rate caps 52.5
Other swaps 23.6
Liabilities from finance leases 470.9
Liabilities from tenant financing 162.2
Liabilities to non-controlling interests 341

The section below provides information on the financial
assets and financial liabilities not covered by IFRS o:

> Employee benefits in accordance with IAS 19: gross
presentation of right to reimbursement arising from
transferred pension obligations in the amount of
€ 41 million (Dec. 31, 2019: € 4.4 million).
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> Amount by which the fair value of plan assets exceeds the

corresponding obligation of € 0.2 million (Dec. 31, 2019:
€ 0.8 million).

> Provisions for pensions and similar obligations: € 575.4
million (Dec. 31, 2019: € 569.9 million).
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Amounts recognized in balance sheet in accordance with IFRS 9

Amounts

Fair value Fair value recognized in

Fair value recognized recognized balance sheet
Amortized affecting in equity with in equity without in acc. with Fair value Fair value
cost net income reclassification reclassification IFRS 16/1AS 28 Dec. 31,2019 hierarchy level
500.7 500.7 1
66.6 66.6 2
417 4.7 2
1.8 1.8 2
85.6 85.6 2
295 29.5 n.a.
333 56.8 2
n7z n.7 2
4.4 4.4 1
142.2 142.2 2
-10.2 40.0 29.8 2
81.5 815 2
224.2 224.2 2

23,5749 24,7247

39.0 39.0 2
525 52.5 2
0.2 234 23.6 2
470.9 470.9 2
162.2 162.2 2
341 341 2
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The following table shows the assets and liabilities that are
recognized in the balance sheet at fair value and their
classification according to the fair value hierarchy:

in € million June 30, 2020 Level 1 Level 2 Level 3
Assets
Investment properties 55163.7 55163.7
Financial assets
Non-current securities 4.6 4.6
Other investments 302.6 302.6
Assets held for sale
Investment properties (contract closed) 36.9 36.9
Derivative financial assets
Cash flow hedges (cross currency swaps) 40.4 40.4
Stand-alone interest rate swaps and caps
as well as embedded derivatives 60.2 60.2
Liabilities
Derivative financial liabilities
Cash flow hedges 24.4 24.4
Stand-alone interest rate swaps and caps 60.1 60.1
in € million Dec. 31,2019 Level 1 Level 2 Level 3
Assets
Investment properties 52,7591 52,7591
Financial assets
Non-current securities 4.4 4.4
Other investments 140.2 140.2
Assets held for sale
Investment properties (contract closed) 1341 134.1
Derivative financial assets
Cash flow hedges (cross currency swaps) 29.8 29.8
Stand-alone interest rate swaps and caps
as well as embedded derivatives 81.5 815
Liabilities
Derivative financial liabilities
Cash flow hedges 23.6 23.6
Stand-alone interest rate swaps and caps 525 525
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In general, Vonovia measures its investment properties on the
basis of the discounted cash flow (DCF) methodology (Level 3).
The material valuation parameters and valuation results can be
found in chapter [D28] Investment Properties of the consoli-
dated financial statements as of December 31, 2019.

The investment properties classified as assets held for sale
are recognized at the time of their transfer to assets held
for sale at their new fair value, the agreed purchase price
(Level 2).

No financial instruments were reclassified to different
hierarchy levels as against the comparative period.

Securities are generally measured using the quoted prices in
active markets (Level 1).

The increase in other investments results in the amount of
€160.2 million from the acquisition of a 2.6% stake in the
Dutch Vesteda Residential Fund as of June 30, 2020.

For the measurement of financial instruments, cash flows
are initially calculated and then discounted. In addition to
the tenor-specific EURIBOR/STIBOR rates (3M; 6M), the
respective credit risk is taken as a basis for discounting.
Depending on the expected cash flows, either Vonovia's own
credit risk or the counterparty risk is taken into account in
the calculation.

For the consolidated financial statements, Vonovia's own
credit risk was fundamentally relevant for interest rate
swaps. This credit risk is derived for material risks from rates
observable on the capital markets and ranges from 70 to 170
basis points, depending on the residual maturities of finan-
cial instruments. Regarding the positive market values of the
cross currency swaps, a counterparty risk of 8o basis points
was taken into account.

The calculated cash flows of the cross currency swaps result
from the forward curves for USD/EUR. The cash flows are
discounted on the basis of the reference interest rate of each
currency (LIBOR and EURIBOR) and translated into euros at
the current exchange rate (Level 2).

The fair values of the cash and cash equivalents, trade
receivables and other financial receivables approximate their
carrying amounts at the reporting date owing to their mainly
short maturities. The amount of the estimated impairment
loss on cash and cash equivalents was calculated based on
the losses expected over a period of twelve months. It was
determined that the cash and cash equivalents have a low
risk of default due to the external ratings and short residual
maturities, and that there is no need for any material impair-
ment of cash and cash equivalents.

Condensed Interim Consolidated Financial Statements — Notes

Risk in the area of rent receivables was examined through an
analysis of the reduced general creditworthiness (as a
special forward-looking parameter of impairment losses for
financial assets as defined by IFRS g9). As Vonovia receives
rent payments mostly in advance, only deferred rents and
similar receivables are affected. Since these receivables are
very soon subject to a specific impairment loss, an addition-
al need for impairment loss is currently not foreseeable. The
further development of the receivables is continuously
monitored.

In the area of receivables from the sale of properties, the
credit risk is compensated for by Vonovia retaining owner-
ship of the property until the purchase price is paid.

Vonovia is involved in a number of legal disputes resulting
from normal business activities. In particular, these involve
tenancy, construction and sales law disputes and, in individ-
ual cases, company law disputes (mainly following squeeze-
out processes). None of the legal disputes, taken in isolation,
will have any material effects on the net assets, financial
position or results of operations of Vonovia.

Bochum, Germany, July 28, 2020

/ S

Tothc

Rolf Buch Arnd Fittkau
(CEO) (CRO)

%v/ p@seazf !/LVV W
Helene von Roeder Daniel Ried|
(CFO) (CDO)
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Audit Certificate

To Vonovia SE, Bochum

We have reviewed the condensed interim consolidated
financial statements - comprising the consolidated income
statement, consolidated statement of comprehensive
income, consolidated balance sheet, consolidated statement
of cash flows, consolidated statement of changes in equity
and selected explanatory notes to the consolidated financial
statements - and the interim Group management report of
Vonovia SE, Bochum, for the period from January 1to

June 30, 2020, which form part of the half-year report
pursuant to Section 115 WpHG. The legal representatives of
the company are responsible for the preparation of the
condensed interim consolidated financial statements
pursuant to the IFRS for interim financial reporting, as
applicable in the EU, and for the preparation of the interim
Group management report in accordance with the WpHG
provisions applicable in respect of consolidated interim
management reports. It is our responsibility to issue a
certificate for the condensed interim consolidated financial
statements and the interim Group management report on
the basis of our review.

We have reviewed the condensed interim consolidated
financial statements and the interim Group management
report in compliance with the German Generally Accepted
Standards for Financial Statement Audits promulgated by
the institute of public auditors (IDW) and supplementary
compliance with the International Standard of Review
Engagements “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity”
(ISRE 2410). Pursuant to the above standards, the review
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must be planned and conducted in such a way that, follow-
ing critical assessment, we are able to rule out with a certain
degree of certainty that the condensed interim consolidated
financial statements have been prepared in a way that is
non-compliant with the IFRS for interim financial reporting,
as applicable in the EU, in material respects and that the
interim Group management report has been prepared in a
way that is non-compliant with the WpHG provisions
applicable to consolidated interim management reports in
material respects. First and foremost, a review is restricted
to interviews with employees of the company and analytical
evaluations, and therefore does not offer the level of certain-
ty achievable through an audit. As, pursuant to the terms of
our assignment, we did not conduct an audit, we are unable
to issue an audit opinion.

On the basis of our review, we did not become aware of any
circumstances that gave us reason to believe that the con-
densed interim consolidated financial statements have been
prepared in a way that is non-compliant with the IFRS for
interim financial reporting, as applicable in the EU, in material
respects or that the interim Group management report has
been prepared in a way that is non-compliant with the
WpHG provisions applicable to consolidated interim man-
agement reports in material respects.

Dusseldorf, August 3, 2020

KPMG AG
Wirtschaftspriifungsgesellschaft
[Original German version signed by:]

Ufer
Wirtschaftsprifer
[German Public Auditor]

Bornhofen
Wirtschaftsprifer
[German Public Auditor]
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Responsibility Statement

“To the best of our knowledge and in accordance with the position of the Group, together with a description of the
applicable reporting principles, the interim consolidated principal opportunities and risks associated with the expect-
financial statements give a true and fair view of the Group's ed development of the Group in the remainder of the fiscal
net assets, financial position and results of operations, and year."
the combined Group management report includes a fair view
of the business development including the results and the Bochum, July 28, 2020
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