Convenience translation

Annual General Meeting on 18 June 2019
Report of the Management Board on Agenda Item 8

Report of the Managament Board pursuant to Sect. 221 para. (4) sentence 1 in
conjunction with Sect. 186 para. (4) sentence 2 Stock Corporation Act (AktG) on
Agenda Item 8 of the annual General Meeting on 18 June 2019 (Resolution on
an authorizsation to issue convertible bonds with an aggregate principal
amount of EUR 900,000,000.00 excluding the shareholders’ statutory
subscription right, and the creation of new Conditional Capital 2019/I and
corresponding amendment of the Articles of Association) on the reason for the
intended excludion of the subscrition rights of the shareholder for the
Convertible Bonds
Management Board herwith subsmits the following report on item 8 of the agenda in
accordance with Sect. 221 (4) sentence 2 in conjunction with Sect. 186 (4) AktG) on
the reasons for the planned exclusion of subscription rights to the Convertible Bonds:
1.

Introduction

Wirecard AG (subsequently also “Wirecard” and together with its direct and indirect
holdings also “Wirecard Group”) and SOFTBANK GROUP CORP. (subsequently
also “SoftBank” and together with its affiliated entities “SoftBank Group”), the parent
company of a Japanese technology group, signed a so-called Memorandum of
Understanding (MoU) to pursue a strategic partnership in the field of digital solutions
for payment services on 24 April 2019, and also entered into an agreement (term
sheets) which – subject to certain conditions being met – provides for the issuance of
convertible bonds with an aggregate principle amount of EUR 900,000,000 combined
with conversion rights for – at the time of issue – 6,.923,076 shares of Wirecard to a
company affiliated with and determined by SoftBank (including funds managed by a
SoftBank affiliate) (subsequently also “SoftBank Investment Vehicle”)
(subsequently also the “Transaction”). According to the agreement, Wirecard’s
General Meeting to be held on 18 June 2019 shall decide on the issue of the
convertible bonds under exclusion of the subscription rights of Wirecard’s current
shareholders. The issuance of the convertible bonds to the SoftBank Investment
Vehicle under exclusion of the shareholders’ subscription rights is both a fundamental
requirement and the essential basis for the intended strategic partnership.
The Management Board and Supervisory Board of Wirecard therefore propose to
authorize the Management Board, subject to the Supervisory Board’ s consent, to
issue convertible bonds in an aggregate principle amount of EUR 900,000,000.00
combined with conversion rights for in total 6,923,076 Wirecard shares (equal to
approx. 5,6 % of the current share capital of Wirecard) under exclusion of the
shareholders’ subscription rights to the SoftBank Investment Vehicle, and to create a
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new Conditional Capital 2019/I to service the conversion rights. The convertible bonds
can also be issued through a direct or indirect subsidiary of Wirecard in Germany or
abroad. In such a case, the Management Board shall be authorized, subject to the
Supervisory Board’ s consent, to assume the guarantee for the redemption of the
convertible bonds and to grant the holders conversion rights to the shares.
The proposed authorization for the issuance of the convertible bonds is time limited
until 31 December 2019. The Management Board may choose at any time, even
before expiry of said deadline, not to make use of this authorization. The agreement
stipulates further closing conditions regarding the issuance of the convertible bonds
in addition to a corresponding resolution of the General Meeting (see 3.3). This
includes in particular the finalization of a binding Cooperation and Investment
Agreement on the basis of the MoU (subsequently also “Cooperation Agreement”).
The Management Board will accordingly only make use of the authorization to issue
convertible bonds under exclusion of the shareholders’ subscription rights if the
respective contractually agreed closing conditions are fulfilled.
2.

Resolution Proposal

The resolution proposal under agenda item 8 reads as follows:
8.1 Authorization to issue convertible bonds, exclusion of the shareholders’ statutory
subscription right
1. The Management Board is authorized, subject to the Supervisory Board’s
consent, to issue unsecured, unsubordinated convertible bonds in bearer
form in an aggregate principal amount of EUR 900,000,000.00 (in words:
nine hundred million Euros), divided into bonds in bearer form, which rank
pari passu among themselves (“Convertible Bonds”), with a principal
amount of EUR 100,000 (“Principal Amount”) each, and a term of five (5)
years (“Convertible Bond 2019/2024”). The issue price for the Convertible
Bonds equals their Principal Amount. The Convertible Bonds will be
redeemed at their Principal Amount.
The Convertible Bonds grant their holders conversion rights for a total of
initially up to 6,923,076 no-par-value bearer shares in the Company
(“Shares”), for the issuance of which conditional capital shall be created.
The initial conversion price is EUR 130.00 per share.
2. The Convertible Bonds can also be issued by a direct or indirect subsidiary
of the Company in Germany or abroad. In such case, the Management
Board, subject to the Supervisory Board’s consent, shall be authorized to
assume the guarantee for redemption of the Convertible Bonds and to grant
holders conversion rights to the Shares.
3. The shareholders’ statutory right to subscribe for the Convertible Bonds is
excluded. The Management Board is authorized to exclusively admit a
SoftBank Group entity to be determined by SoftBank (including an
investment fund managed by a SoftBank Group entity) to subscribe for the
Convertible Bonds.
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4. The Management Board is authorized to determine the following
specifications in particular for the Convertible Bonds that are to be issued:
4.1 Principal amount and denomination
The unsecured, unsubordinated Convertible Bonds in bearer form have an
aggregate principal amount of EUR 900,000,000.00 (in words: nine hundred
million Euros) and are divided into 9,000 bonds in bearer form, which rank
pari passu among themselves, with a principal amount of EUR 100,000.00
each. The issue price for the Convertible Bonds equals their Principal
Amount.
4.2 Status
The Company’s obligations arising from the Convertible Bonds rank pari
passu among themselves and rank at least pari passu with all other
unsecured and unsubordinated claims in relation to the Company.
4.3 Interest
The Convertible Bonds shall bear interest on their Principal Amount at a rate
of 1.90% per annum. Interest shall be payable semi-annually in arrears.
4.4 Term
Unless an early termination, the Convertible Bonds shall have a term of five
(5) years commencing on the issue date. The Convertible Bonds shall be
redeemed at their Principal Amount.
4.5 Conversion right, conversion price and conversion ratio; exercising the
conversion right
The Company shall grant each holder of the Convertible Bonds the right to
convert (“Conversion Right”) each Convertible Bond in whole but not in
part, on any business day during the conversion period into no-par-value
bearer shares of the Company, with a pro rata amount of the Company’s
share capital of EUR 1.00 per share.
The conversion price is initially EUR 130.00 per Share (“Conversion
Price”), subject to an adjustment in accordance with the terms of the
Convertible Bonds (“Bond Terms”). The conversion ratio (“Conversion
Ratio”) corresponds to the Principal Amount of a Convertible Bond divided
by the Conversion Price applying on the conversion date. Any remaining
fractional amounts shall be compensated in cash.
The Conversion Right for the Convertible Bonds can be exercised by a
holder of Convertible Bonds at any time during the period from the 40th
business day after the issue date up until the business day immediately
preceding the final maturity date (the “Conversion Period”), subject to
certain exclusion periods or subject to their being terminated prematurely.
4.6 Provision of the Shares; dividends
The Shares to be granted for the Convertible Bonds when the Conversion
Right is exercised are to be provided out of conditional capital. The Bond
Terms can also allow for the delivery of new Shares from authorized capital,
or the delivery of existing Shares. New Shares that are issued in connection
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with a conversion shall be entitled to participate in the profit from the
beginning of the Company’s financial year for which, at the time of their
creation by virtue of exercising of Conversion Rights, there has not yet been
any resolution taken by the general meeting about the allocation of the
profits, and for all following financial years of the Company.
4.7 Protection against dilution
Notwithstanding Section 9 (1) AktG and Section 199 (2) AktG, the
Conversion Price for the Convertible Bonds shall be adjusted to preserve
value in accordance with the more detailed provisions of the Bond Terms if,
before expiry of the Conversion Period, the Company effects a capital
increase or issues or guarantees further convertible or option bonds, in each
case granting subscription rights to its shareholders, whilst the holders of
the Convertible Bonds are not granted subscription rights to the extent to
which they would be entitled on exercising the Conversion Right. The Bond
Terms shall also make provision for an adjustment of the Conversion Price
in the event of other capital measures being taken or other comparable
events occurring, which may lead to a reduction in the economic value of
the Shares issued (e.g. acquisition of control by third parties, dividend
payments, capital increases from reserves, capital reductions, share splits,
transformations).
4.8 Termination by holders of Convertible Bonds
In certain cases to be laid down in the Bond Terms, each holder of
Convertible Bonds shall be entitled to cancel the rights deriving from the
Convertible Bonds and to declare any amounts due, by issuing the Company
with a notice of termination (“Termination Notice”), and shall be entitled to
demand repayment at the Principal Amount plus interest accruing up until
the date on which repayment is actually made.
4.9 Early redemption at the request of the holder of Convertible Bonds in
the event of acquisition of control or a merger
If the Company gives notice of an acquisition of control or a merger, each
holder of Convertible Bonds shall be entitled at its own option to demand
repayment of any or all its Convertible Bonds in respect of which the
Conversion Right has not yet been exercised and has not yet been declared
due for early redemption, at the Principal Amount plus interest accruing
thereon up until the date set for repayment.
5. The Management Board is authorized, subject to the Supervisory Board’
consent, to determine further conditions for the Convertible Bonds and to lay
down further specifications of the Bond Terms.
6. The authorization to issue the Convertible Bond 2019/2024 shall remain in
effect until 31 December 2019. The Management Board may choose at any
time, even before expiry of said deadline, not to make use of this
authorization; this shareholders’ resolution shall not create any obligation to
issue Convertible Bonds.
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8.2 Creation of Conditional Capital 2019/I
The Company’s share capital is conditionally increased by a sum of up to EUR
8,000,000.00 by issuing up to 8,000,000 new no-par-value bearer shares
(“Conditional Capital 2019/I”). The conditional capital increase is exclusively for
providing shares to the holders of the convertible bonds that are issued on the
basis of the authorization that was granted by the General Meeting on 18 June
2019 under agenda item 8.1, by the Company or by a direct or indirect subsidiary
of the Company in Germany or abroad. The new shares may only be issued at
a conversion price which meets the specifications of the authorization that was
granted by the general meeting on 18 June 2019 under agenda item 8.1.
The conditional capital increase shall only be implemented to the extent that
holders of the Convertible Bonds exercise their conversion rights, and only
insofar as no existing shares, no shares from authorized capital and no other
forms of fulfilment are used for servicing purposes. The new shares shall be
entitled to participate in the profit from the beginning of the Company’s financial
year for which, at the time of their creation by virtue of exercising of conversion
rights, there has not yet been any resolution taken by the shareholders’ meeting
about the allocation of the profits.
The Management Board is authorized, subject to the Supervisory Boards’
consent, to specify the further details of the conditional capital increase and its
implementation.
The Supervisory Board is authorized to amend the wording of Article 4 Para. (1)
and Para. (5) of the Articles of Association to reflect the extent to which the
Conditional Capital 2019/I is used up each time, and to make any other
adjustments to the Articles of Association that are connected therewith, which
only concern the wording. In the event of the authorization to issue the
Convertible Bond 2019/2024 not being exercised, the same shall apply after the
authorization’s period of validity has expired, and in the event of the Conditional
Capital 2019/I not being used or not being fully used up, it shall also apply after
all the conversion periods have expired.
8.3 Amendment to the Articles of Association
Article 4 of the Company’s Articles of Association shall be supplemented with
the following new paragraph 5:
“(5) The share capital is conditionally increased by a sum of up to EUR
8,000,000.00 by issuing up to 8,000,000 new no-par-value bearer shares
(“Conditional Capital 2019/I”). The conditional capital increase is
exclusively for providing shares to the holders of the convertible bonds that
are issued on the basis of the Company’s authorization that was granted
by the general meeting on 18 June 2019 under agenda item 8.1, by the
Company or by a direct or indirect subsidiary of the Company in Germany
or abroad. The new shares may only be issued at a conversion price which
meets the specifications of the authorization that was granted by the
general meeting on 18 June 2019 under agenda item 8.1.
The conditional capital increase shall only be implemented to the extent
that holders of the convertible bonds exercise their conversion rights, and
only insofar as no existing shares, no shares from authorized capital and
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no other forms of fulfilment are used for servicing purposes. The new
shares shall be entitled to participate in the profit from the beginning of the
Company’s financial year for which, at the time of their creation by virtue of
exercising of conversion rights, there has not yet been any resolution taken
by the shareholders’ meeting about the allocation of the profits.
The Management Board is authorized, subject to the Supervisory Boards’
consent, to specify the further details of the conditional capital increase and
its implementation.
The Supervisory Board is authorized to amend the wording of Article 4
Para. (1) and Para. (5) of the Articles of Association to reflect the extent to
which the Conditional Capital 2019/I is used up each time, and to make
any other adjustments to the Articles of Association that are connected
therewith which only concern the wording. In the event of the authorization
to issue the Convertible Bond 2019/2024 not being exercised, the same
shall apply after the authorization’s period of validity has expired, and in
the event of the Conditional Capital 2019/I not being used or not being fully
used up, it shall also apply after all the conversion periods have expired.”
8.4 Application for entry in the Commercial Register
The Management Board and the Chairperson of the Supervisory Board are
instructed to apply without undue delay for the creation of the Conditional Capital
2019/I (cf. agenda item 8.2 above) and the related amendment to the Articles of
Association (cf. agenda item 8.3 above) to be entered in the Commercial
Register. The Management Board and the Chairperson of the Supervisory Board
are authorized to apply for the Conditional Capital 2019/I to be entered in the
Commercial Register independently and separate from any other resolutions
adopted by the General Meeting.
3.
Strategic background of the issuance of the Convertible Bonds under
exclusion of subscription rights
3.1 Softbank
SoftBank is a global technology player that aspires to drive the information revolution.
The SOFTBANK GROUP CORP. (corporate headquarters: 1-9-1 Higashi-shimbashi,
Minato-ku, Tokyo 105-7303, Japan) is the listed parent company of the group and a
pure holding company. SoftBank’s shares are traded on the Tokyo Stock Exchange
(First Section). According to SoftBank (status as of 30 September 2018), its largest
shareholder is Masayoshi Son, founder, chairman and Chief Executive Officer (CEO)
of SoftBank, with approx. 21,21 %. Other major shareholders are The Master Trust
Bank of Japan, Ltd. (Trust Account) with 8,78 %, Japan Trustee Services Bank, Ltd.
(Trust Account) with 6,02 % and JP MORGAN CHASE BANK 380055 with 2,78 %.
SoftBank has two major affiliates, namely the SoftBank Vision Fund L.P. and the SB
Delta Fund (Jersey) L.P. (subsequently also the “SoftBank Investment Companies”),
which are managed by a wholly-owned subsidiary of SoftBank. SoftBank holds
numerous direct and indirect shareholdings both through subsidiaries and through the
SoftBank investment companies (subsequently also the “SoftBank Portfolio
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Companies”, together with SoftBank the “SoftBank Group”). The SoftBank Portfolio
Companies include investments in the area of advanced telecommunications, Internet
services, artificial intelligence (AI), smart robotics, Internet of Things and clean energy
technology providers.
3.2 Wirecard
Wirecard is a global technology group that supports its customers and partners in
accepting electronic payments from all sales channels and also in the issuing of
payment instruments. Wirecard AG (business address: Einsteinring 35, 85609
Aschheim, registered with the commercial register of the Local Court of Munich under
HRB 169227) is the listed parent company.
a)

Business activity
As a leading international independent supplier for payment services, Wirecard
offers outsourcing and white label solutions for electronic payments.
International payment acceptances and methods with supplementary fraud
prevention solutions, as well as card issuing, are provided via a global platform.
The acquiring and issuing services are linked with one another via the integrated
platform and are made accessible via internet technology (APIs). With regard to
issuing own payment instruments in the form of cards or mobile payment
solutions, Wirecard provides companies with an end-to-end infrastructure,
including the requisite licenses for card and account products. The uniform
platform approach and seamlessly integrated value added services such as data
analytics, customer loyalty programs and digital banking services support
customers and partners of Wirecard to successfully master the challenges of
digitalization.

b)

Share capital, Authorized and Conditional Capital
Wirecard’s current share capital amounts to EUR 123,565,586.00 and is divided
in 123,565,586 no-par-value bearer shares (shares without a nominal value).
Every individual share has a pro rata amount in the company’s share capital of
EUR 1.00 and grants one vote in the general meeting. The shares are fully paidin. All shares are admitted to trading in the regulated market at the Frankfurt
Stock Exchange (Prime Standard).
In addition to the authorization to issue the convertible bonds in an aggregate
principle value of EUR 900.000.000,00 with conversion rights to shares in the
amount of up to approx. 5.6 % of the current share capital that is proposed to
the Annual General Meeting to be held on 18 June 2019 under agenda item 8
and the proposed new Conditional Capital 2019/I in order to service these
convertible bonds, the following further authorizations of the Management Board
to issue shares or instruments with conversion or option rights and conversion
or option obligations, respectively, exist:
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•

According to the authorization granted by the Annual General Meeting on
16 June 2016, which expires on 15 June 2021, the Management Board is
authorized to issue, subject to the Supervisory Board’s consent,
convertible bonds or warrant bonds, profit participation rights and/or profit
participation bonds (or combinations of these instruments) in an aggregate
principal amount of up to EUR 300,000,000.00 and to grant or impose upon
the holders or creditors of these instruments conversion rights or option
rights, or conversion or option obligations, respectively, to shares of the
company with a pro rata amount of the share capital of up to
EUR 12,356,558.00 (corresponding to 10 % of the current share capital)
(subsequently also “Authorization 2016”). In specific cases determined by
the General Meeting held on 16 June 2016, the Management Board is also
authorized to exclude the shareholders’ subscription right. Any issuance of
bonds under exclusion of subscription rights may however only be made
under this Authorization 2016 if the arithmetic share in the share capital
attributable to the sum of new shares to be issued under such bond
excluding the subscription right does not exceed 20 % of the Company’s
existing share capital at the time the Authorization 2016 becomes effective;
based on the share capital at that time (and also today) a maximum of
24,713,117 Wirecard shares can be issued under the Authorization 2016
under exclusion of subscription rights. Deducted from this 20 % limit shall
also be shares which (i) are issued or sold during the term of the
Authorization 2016 under exclusion of subscription rights against
contribution in cash and/or in kind, or (ii) are to be issued under convertible
or warrant bonds issued during the term of the Authorization 2016 on the
basis of another authorization under exclusion of subscription rights, that
is also shares issued on the basis of the Convertible Bond 2019/2024 from
the Conditional Capital 2019/I. Conditional capital amounting to
EUR 12,356,558.00 (corresponding to 10 % of the current share capital)
(Contingent Capital 2016 pursuant to Section 4 (4) of the Articles of
Association) is available to service the conversion or option rights, and the
conversion or option obligations respectively, resulting from the
Authorization 2016. The Authorization 2016 has not yet been used.

•

Furthermore, until expiry on 17 June 2020, an authorized capital amounting
to EUR 30,000,000.00 (corresponding to approx. 24,28 % of the current
share capital) exists, which also allows the issuance of shares under
exclusion of subscription rights for certain constellations (Authorized
Capital 2015 pursuant to Section 4 (2) of the Articles of Association). The
total number of shares that can be issued from the Authorized Capital 2015
under exclusion of subscription rights must not exceed 20 % of the
Company’s existing share capital at the time the authorization is used (i.e.
currently also 24,713,117 Wirecard shares), shares which are sold or
issued or are to be issued under exclusion of subscription rights on basis
of other authorizations during the term of the Authorized Capital 2015 also
count towards this limit, that is also any shares which are issued from the
Conditional Capital 2019/I on the basis of the Convertible Bond 2019/2024.
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No further authorizations to issue shares or conversion or subscription rights
exist. Wirecard currently does not hold any treasury stock.
Pursuant to Sect. 4 (3) of the Articles of Association, conditional capital
amounting to EUR 614,138.25 (corresponding to approx. 0,50 % of the current
share capital) is currently still registered in order to service conversion or
subscription rights from convertible bonds which were granted to board
members, advisors, and employees of the company as well as employees of
associated companies on the basis of the authorization of the General Meeting
of 15 July 2004 (Conditional Capital 2004). By now, the term both for issuing
convertible bonds under this authorization as well as for exercising the
conversion rights for convertible bonds already issued under this authorization
has expired. Subsequently no more shares can be issued from the Conditional
Capital 2004.
In connection with convening the General Meeting on 18 June 2019, the
Management Board has issued the commitment, starting with the authorization
to issue convertible bonds proposed under agenda item 8 (subsequently
“Authorization 2019”) becoming effective, not to increase the Company’s share
capital by more than a total of 10 % of the company’s current share capital from
the proposed Conditional Capital 2019/I, the already existing Conditional Capital
2016 and the already existing Authorized Capital 2015, to the extent that capital
increases under exclusion of the subscription right are made (i) from the
Authorized Capital 2015 against contribution in cash and/or in kind, or (ii) to
service bonds that are issued under the Authorization 2019 or the Authorization
2016, in each case after the Authorization 2019 becomes effective and under
exclusion of subscription rights. Deducted from this 10 % shall also be shares
that are issued or sold after the Authorization 2019 has become effective during
the term of these authorizations under exclusion of subscription rights.
c)

Shareholder structure
According to information available to the Management Board, the current
shareholder structure (status as of 6 May 2019) is as follows:
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Dr. Markus Braun, the sole shareholder of MB Beteiligungsgesellschaft mbH, is
the chairman of the Management Board of Wirecard.
3.1. Contractual basis for the issue of the Convertible Bond
3.3.1 Memorandum of Understanding relating to a strategic partnership
The Memorandum of Understanding (hereinafter also referred to as “MoU”)
signed between Wirecard and SoftBank on 24 April 2019 sets out the planned
strategic partnership and joint cooperation in the field of mobile and online
payment services.
a)

Fields of Cooperation
The cooperation shall focus on the fields of payment processing (Digital
Payment including Acquiring and Issuing), risk management, the use of
artificial intelligence (Artificial Intelligence – AI), Analytics (analysis and
evaluation of large amounts of data from different data sources), data
driven services and other relevant services (card issuing also in digital form
(e.g. Boon), credit card payment settlement for retailers (Acquiring),
banking products and back end processes.
One element of the cooperation shall be the introduction of the Wirecard
Group to the SoftBank Portfolio Companies for the purpose of future
cooperation. Furthermore, SoftBank shall assist the Wirecard Group in
accessing the Asian market, starting with Japan and South Korea.
The parties are also planning to develop new products and services, in
particular in the field of digital lending. In this context, also a joint venture
company may be set up. In such case Wirecard and companies of the
Wirecard Group shall receive for services to the joint venture company a
remuneration of at least 1 % of the annualized issued lending volumes of
10
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such joint venture company. Neither SoftBank nor any of the SoftBank
Portfolio Companies shall receive any fees.
b)

Binding Cooperation Agreement
The parties have agreed to develop as a next step a cooperation plan
which shall detail the commercial understanding and scope of the fields of
cooperation. The cooperation plan will form the basis for a binding
Cooperation Agreement.
The details of such Cooperation Agreement shall be determined at short
term between the parties in accordance with international standards, taking
into account in particular legal (including antitrust and licensing),
accounting, tax and financing aspects. Potential topics besides the
individual cooperation agreements are type and structure of a possible joint
venture company and the composition of the boards, provisions on the
share transfer (including put and call options, transfer restrictions,
preemption rights, etc.), mechanisms on majorities and conflict resolution.
The binding Cooperation Agreement shall contain customary
representations and warranties and customary information rights of the
parties vis-à-vis potential joint venture companies, it shall be in English and
shall be subject to German law.
Each party shall provide the respective other party with information
required to put such other party in the position to analyze potential merger
control/antitrust requirements and to obtain any potentially necessary
clearances.

c)

Further provisions of the MoU
Each party shall bear its own costs and expenses in connection with the
MoU as well as the binding Cooperation Agreement. If a joint venture
company is established, the parties shall bear all fees resulting from the
implementation and consummation of the binding Cooperation Agreement
equal to their participation in a potential joint venture company.
The MoU continues until the signing of the binding Cooperation Agreement
and cannot be terminated unilaterally. Wirecard may only transfer rights
and obligations under this MoU with the consent of SoftBank. With the
exception of a confidentiality agreement entered into by and between the
parties on 10 April 2019, the MoU takes precedence over all previous
discussions and cooperation agreements. With the exception of the
provisions on confidentiality, the assignment of rights and obligations and
precedence over prior discussions and agreements, the MoU is not legally
binding in its entirety and does not impose any legally binding obligations
on the parties.
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3.3.2 Agreement on the issue of the Convertible Bond 2019/2014
Simultaneously with the MoU, Wirecard and SoftBank entered into an
agreement (term sheets) on the issuance of the Convertible Bond 2019/2024.
This provides, on the one hand, for the terms and conditions of the Convertible
Bond 2019/2024 as described in the resolution proposal set out above under 2.,
and, on the other hand, for the conclusion of a standard market purchase
agreement.
It was agreed that the Convertible Bond 2019/2024 would only be issued if (i)
the General Meeting of Wirecard to be held on 18 June 2019 approved a
corresponding authorization with the required majority of at least 75 % of the
share capital being present at the time of the vote on the resolution, (ii) a binding
Cooperation Agreement was concluded on the basis of the MoU, and (iii) no
material adverse changes relating to Wirecard (including the Wirecard Group)
had occurred by the time the Convertible Bond 2019/2024 would be issued.
Should the resolution of the General Meeting on the authorization of the issue
of the Convertible Bond 2019/2024 be contested, the parties will mutually decide
whether the Convertible Bond 2019/2024 will still be issued or not.
If the conditions for issuing the Convertible Bond 2019/2024 are not met, both
parties may withdraw from the agreement.
In addition, Wirecard undertakes, besides the issuance of granting customary
representations and warranties in the purchase agreement, to implement
specific measures either recommended by the Singapore law firm Rajah & Tann
or agreed with SoftBank.
3.3.3 Agreement on a nomination of a representative (designee) of SoftBank for
the Supervisory Board of Wirecard
It was further agreed between the Management Board and the Supervisory
Board of Wirecard as well as Dr. Markus Braun as (indirect) shareholder on the
one hand and SoftBank on the other that SoftBank respectively the SoftBank
Investment Vehicle are entitled to nominate one of six members to the
Supervisory Board of Wirecard.
If SoftBank and/or the SoftBank Investment Vehicle nominate a person after the
Convertible Bond 2019/2024 has been issued, the Management Board and
Supervisory Board of Wirecard have agreed to use, to the extent legally
permissible, their best efforts to ensure that one of six members of Wirecard's
Supervisory Board resigns and that the designee nominated by SoftBank and/or
the SoftBank Investment Vehicle (subsequently the “SoftBank Designee”) is
appointed by court. If the SoftBank Designee is not appointed by court in this
way, the Management Board and Supervisory Board of Wirecard have agreed
to use, upon request and to the extent legally permissible, their best efforts, to
propose the dismissal of one of the current Supervisory Board members and the
election of the SoftBank Designee to the Supervisory Board of Wirecard at the
next annual general meeting.
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Dr. Braun, as shareholder, has agreed to use his best efforts to support the
election of the SoftBank Designee to the Supervisory Board of Wirecard, in
particular to vote for the election of the SoftBank Designee at a shareholders'
meeting.
All the aforementioned obligations of the Management Board and Supervisory
Board of Wirecard and of Dr. Braun are subject to the condition that the SoftBank
Designee fulfils the legal requirements under the German Stock Corporation Act
for being able to serve as a Supervisory Board member of Wirecard, and is
reasonably acceptable to Wirecard, in particular has the reasonably required
qualifications for a member of the Supervisory Board.
This agreement regarding the nomination of one of six members of the
Supervisory Board of Wirecard is also subject to German law.
4.

Explanation of the exclusion of subscription rights in connection with the
issue of the Convertible Bond

In principle, shareholders have a subscription right to convertible bonds (Sect. 221 (4)
sentence 1 AktG). The proposed authorization to issue the Convertible Bond
2019/2024, does, however, propose to exclude the shareholders' subscription right to
the Convertible Bonds.
The issue of the Convertible Bond 2019/2024 to the SoftBank Investment Vehicle
under exclusion of the subscription rights of the current shareholders of Wirecard is a
fundamental requirement and essential basis for the intended strategic partnership.
The purpose of the exclusion of the subscription rights – the establishment of a
strategic partnership with the SoftBank Group – is in the outstanding business interest
of Wirecard. The exclusion of the subscription rights is suited and necessary for
achieving this purpose and – taking into account the planned contents of the
Cooperation Agreement yet to be concluded – is also in adequately in relation to the
disadvantages for the current shareholders whose subscription rights are excluded.
The Management Board will only make use of the authorization to issue the
Convertible Bond 2019/2024 if the conditions for its issue set out in 3.3 above are met
in accordance with the agreement and the issue price is insofar adequate, i.e. an
issuance of the convertible bonds under exclusion of the shareholders’ subscription
right taking into account the economic advantages arising from the Cooperation
Agreement is justified in the interest of the Company and not unreasonable to the
detriment of Wirecard’s shareholders.
4.1. Business interest of Wirecard in the exclusion of subscription rights
The purpose of the proposed exclusion of the subscription rights is in the business
interest of Wirecard. Wirecard’s Management Board and Supervisory Board, on the
basis of their assessment, consider the issue of the convertible bonds under exclusion
of the subscription rights to be beneficial for Wirecard and, thus, in the interest of all
shareholders.
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Wirecard considers Asia as a large growth market and has therefore specifically
selected SoftBank as leading technology and innovation driver with strong market
access in East Asia as strategic partner to further expand and consolidate its own
market position. By concluding the binding Cooperation Agreement and the issue of
the Convertible Bond 2019/2024, a strategic partnership between the Wirecard-Group
and the SoftBank Group and SoftBank (via its SoftBank Investment Vehicle) as new
key Wirecard shareholder shall be formed. The reaction of Wirecard’s stock price after
the transaction has been announced on 24 April 2019 proofed that the market also
responded very positively to the intended partnership.
4.1.1 Key strategic shareholder
In the view of the Management Board, the issue of the convertible bonds to the
SoftBank Investment Vehicle allows to win SoftBank as an (indirect) key
strategic shareholder that can support and secure the continuation of Wirecard's
successful corporate strategy on a shareholder level. In addition, the strategic
cooperation with SoftBank is subject to the condition that SoftBank has the
option to acquire an (indirect) equity interest by subscribing - through the
SoftBank Investment Vehicle - to the Convertible Bonds .
4.1.2 Advantages of the strategic partnership for Wirecard
With the support of a renowned management and strategy consulting firm,
Wirecard’s Management Board has validated which business opportunities for
Wirecard could be created from the strategic partnership with SoftBank yet to be
agreed by the binding Cooperation Agreement, in particular through (i) offering
of already existing Wirecard products and services to the SoftBank Portfolio
Companies, (ii) SoftBank supporting Wirecard in its market entry in Japan and
South Korea, and (iii) the development of joint new products and services,
especially in the area of credit lending. The analysis has identified concrete
turnover and profit potentials.
a)

Cooperation with the global SoftBank Portfolio Companies
The SoftBank Portfolio Companies offer points of contact to generate
revenues for the Wirecard Group in particular in four sectors :
•
•
•
•

Telecommunications
Transport
End-customer business including E-Commerce-platforms
FinTech

When determining the potential revenue and profit potential for Wirecard,
the latest available growth assumptions from analyst and industry reports
as well as expert discussions for the respective industry were used for each
relevant SoftBank Portfolio Company (e.g. stagnating growth in the
telecommunications sector, on the other hand double-digit growth in the
sector of e-commerce-platforms, but in no case more than 15 % p.a.).
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Additionally, a differentiation was made with respect to Wirecard’s
possibility to successfully initiate business with the SoftBank Portfolio
Companies based on SoftBank’s different means to influence the
respective SoftBank Portfolio Companies, particularly concerning various
stakes (divided into clusters of < 5 %, < 25 %, < 50 % (blocking minority)
and > 50 % (majority holding)) and other potential influence e.g. appointing
of board members.
The revenue of the SoftBank Portfolio Companies was, as far as possible,
divided geographically to determine whether there were any connecting
factors for Wirecard in this respect. It was also taken into consideration to
what extent Wirecard may leverage relevant business potentials on the
basis of existing structures and licenses, taking into account also
expansion potential.
Additionally, different conversion rates between 0,5 % and 5 % were
applied depending on the product category (e.g. data service, Online
Acquiring and Issuing) and customer size (small, medium or large
businesses).
(1) Telecommunications
In the telecommunications sector, according to publicly available sources,
the SoftBank Portfolio Companies, have generated an aggregate revenue
of approx. USD 62 billion in the financial year 2018.
Main SoftBank Portfolio Companies in the telecommunications sector are
SoftBank (Japan) itself and the Sprint Corporation.
The Wirecard-Group has the opportunity to support the relevant SoftBank
Portfolio Companies in particular extensively in Acquiring via all channels
(online, offline, mobile) and to offer the customers of these companies
digital payment solutions (Wallet, Boon).
(2) Transport
In the transport sector, according to publicly available sources and expert
assessments (based on current and historical figures), the SoftBank
Portfolio Companies have generated revenues of approx. USD 27 billion in
the financial year 2018.
Main SoftBank Portfolio Companies in the Transport sector are the
transportation service providers Uber (USA), DiDi (China) and Grab
(Indonesia), the “on-demand-food-delivery service” DoorDash (USA), as
well as the European online trading platform for used cars AUTO1
(Germany). In this sector, the SoftBank Portfolio Companies offer in
particular digitally mediated transport options, delivery services or
transactions such as the sale of vehicles.
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Due to its focus on end-users (private costumers and small entrepreneurs),
the SoftBank Portfolio Companies represent an attractive target group for
Wirecard in terms of payment solutions and financial services. In this
sector, digital and mobile Acquiring solutions such as the settlement of
credit card payments, the management of databases as well as fraud risk
management in payment processing are in particular relevant for the
SoftBank Portfolio Companies.
(3) End-customer business sector including E-commerce-platforms
(Consumer)
In the end-customer business sector including E-commerce-platforms
(Consumer), according to publicly available sources and expert
assessments (based on current and historical figures), the SoftBank
Portfolio Companies have generated revenues of approx. USD 16 billion in
the financial year 2018.
Main SoftBank Portfolio Companies in the Consumer sector are the ECommerce-platform Coupang (South Korea), the online sports equipment
retailer Fanatics (USA) and the online service Yahoo (Japan). In the
Consumer sector, the SoftBank Portfolio Companies offer, in particular, the
brokerage or sale of goods and services via digital platforms.
Also in this sector, the SoftBank Portfolio Companies represent, due to
their focus on end-users (private costumers and small entrepreneurs), an
attractive target group for the payment solutions and financial services of
the Wirecard-Group. Digital and mobile Acquiring solutions are in particular
relevant for the SoftBank Portfolio Companies, such as the settlement of
credit card payments, the management of databases as well as fraud risk
management in payment processing
(4) FinTech
In the FinTech sector, according to publicly available sources and expert
assessments (based on current and historical figures), the SoftBank
Portfolio Companies have generated revenues of approx. USD 10 billion in
the financial year 2018.
Main SoftBank Portfolio Companies in the FinTech sector are the credit
brokerage platform Kabbage (US), the insurance company ZhongAn
Insurance (China) and the digital bank The Japan Net Bank (Japan). In
particular, the Wirecard Group can offer the SoftBank Portfolio Companies
in the FinTech sector the management of databases, the management of
fraud risks in payment processing and digital payment solutions (Wallet,
Boon), particularly as so-called White-Label solutions (i.e. offering
Wirecard solutions without actively naming Wirecard as a service provider).
(5) Quantification of the expected profit potential
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From the cooperation with the global SoftBank Portfolio Companies in the
sectors described above under (1)-(4) – taking into account a discount for
the ramp-up phase on the one hand, and excluding the terminal value, i.e.
future profit prospects at the end of the five years, on the other hand –, the
Management Board has identified a five-year profit potential of EUR 86 to
126 million. After discounting with a factor of 8.5 % p.a. (see 5.1.2 below
for a more detailed explanation of the discounting factor), this leads to a
value of EUR 62 to 91 million. The terminal value, i.e. the future profit
prospects at the end of five years, results , in isolation, in an additional
value of EUR 212 to 308 million.
Taking also into account the cooperation with other global SoftBank
Portfolio Companies, this results in an additional profit potential over five
years – taking into account a discount for the ramp-up phase on the one
hand, and excluding the terminal value, i.e. future profit prospects at the
end of the five years, on the other hand – of EUR 10 to 14 million. After
discounting with a factor of 8.5 % p.a., this leads to a value of EUR 7 to 10
million. The terminal value, i.e. the future profit prospects at the end of five
years, results isolated in an additional value of EUR 24 to 33 million.
Overall, the cooperation with all global SoftBank Portfolio Companies will
result in a profit potential over five years – taking into account a discount
for the ramp-up phase on the one hand, and excluding the terminal value,
i.e. future profit prospects at the end of the five years, on the other hand –
of EUR 96 to 140 million. After discounting with a factor of 8.5 % p.a., this
leads to a value of EUR 69 to 101 million. The terminal value, i.e. the future
profit prospects at the end of five years, results, in isolation, in an additional
value of EUR 236 to 341 million.
b)

Market access in Japan and South Korea
As a Japanese company, Softbank has a very strong presence in the
Japanese and South Korean markets. Wirecard has not yet a significant
presence in these markets.
(1) Japan
SoftBank itself – without SoftBank’s Investment Companies – has
generated USD 42 billion in revenue in Japan in 2018 and is
organizationally deeply rooted in the Japanese market. One of the
SoftBank Portfolio Companies in Japan is The Japan Net Bank, which
holds a banking license as well as a license for the issuance of credit and
debit cards and can therefore provide the Wirecard Group with access to
regulated business in Japan.
Japan constitutes a particularly attractive market for the Wirecard Group.
According to expert assessments (based on current and historical figures)
the E-commerce sector in Japan had a volume of approx. USD 163 billion
in 2018. Nevertheless payment transactions are, to a large extent, still
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made in cash. The Japanese market therefore provides great potential for
payment services in the context of the expected substitution of cash
payments.
(2) South Korea
The South Korean market is traditionally tied closely to the Japanese
market. Although, according to expert assessments (based on current and
historical figures), the E-commerce sector in South Korea only had a
volume of approx. USD 56 billion in 2018, the use of credit cards for
payments in the E-commerce sector is, according to expert assessments,
approx. three to four times higher than that in Japan. In order to leverage
this potential for Wirecard, a local point of contact with corresponding
market presence is necessary.
Due to a multitude of investments made by SoftBank Investment
Companies in recent years SoftBank is present in South Korea as an
investor with its own personnel and has relevant market knowledge.
(3) Advantages from the cooperation
Wirecard plans to provide in Japan and South Korea in particular (i)
Acquiring solutions (online and offline business as well as credit card
payments), (ii) issuing of credit and prepaid cards (Issuing), including
digital payment solutions (Wallet, Boon) and White-Label solutions for
credit and prepaid cards, as well as (iii) services in the area of managing
risks of fraud during payment processing.
For this purpose, Wirecard, together with the SoftBank-Group, intends to
set up its own distribution organization in Japan and South Korea , with
SoftBank especially contributing contacts and market knowledge. Thus,
Wirecard-Group’s access to markets, that are traditionally difficult to
access for foreign business activities, can be facilitated.
In order to determine profit potentials from a cooperation regarding these
two markets the Management Board assumed that the Wirecard-Group
would achieve 20-40 % of the market share it holds in its core markets (e.g.
Germany). This assumption is based on experience, which is supported by
expert assessments, on what new market participants can realistically
achieve in comparable cases within five years after an organic market
entry.
(4) Quantification of the expected profit potential
In the field of Issuing, e.g. the issuing of credit and debit cards, Wirecard
expects over a period five years a profit potential of EUR 14 to 18 million
in Japan and of EUR 23 to 24 million in South Korea, where the usage of
credit cards is three to four times higher than in Japan. Furthermore, in the
field of Acquiring solutions and other services in both markets an additional
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profit potential of EUR 8 to 11 million in Japan and EUR 4 to 6 million in
South Korea is expected over a period of five years.
Based on this, the Management Board identified a profit potential
beginning from the market entry in Japan and South Korea over a period
of five years – taking into account a discount for the ramp-up phase on the
one hand, and excluding the terminal value, i.e. future profit prospects at
the end of the five years, on the other hand – of EUR 49 to 69 million. After
discounting with a factor of 8.5 % p.a., this leads to a value of EUR 36 to
51 million is produced. The terminal value, i.e. the future profit prospects
at the end of five years, results, in isolation, in an additional value of EUR
92 to 132 million.
Profit potentials that were already considered in the context of the
cooperation with SoftBank Portfolio Companies (e.g. the South Korean
company Coupang) were not considered in in the context of the market
entry in Japan and South Korea.
c)

Development of joint new products and services
Additionally to the already described business opportunities resulting from
the offer of existing Wirecard Group products and services to the SoftBank
Portfolio Companies and in the context of the geographic expansion to
Japan and South Korea, Wirecard intends to develop new products and
services with SoftBank that are specifically tailored to SoftBank Portfolio
Companies and their ecosystems. These particularly include:
(1) Digital Lending
In the context of Digital Lending processes (Merchant and Consumer
Lending) credit decisions, credit applications and credit payments are
bundled in real time by fully digital and fully automatized processes on the
global Wirecard platform. Wirecard expects additional digital lending
business from the newly generated Acquiring and Issuing business with
the SoftBank Portfolio Companies in Japan and South Korea (see above
under a) and b)).
In the context of Merchant Lending the newly gained Acquiring customer
base can be used to offer Lending and Factoring solutions concerning
receipt of payments from customers, whereas in the context of Consumer
Lending new Issuing business opportunities e.g. instalment payment
models can be offered.
•

Merchant Lending / Merchant Cash Advance
In the course of Merchant Lending financing offers for incoming
payments (e.g. due to purchase in E-Commerce) are proposed to
merchants fully digitally and in real time on grounds of many different
individualized factors, which are based on a complex data driven
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decision model within the Wirecard platform. This allows Wirecard to
build a risk-optimized credit portfolio with very short running times and
at the same time to increase its business volumes with associated
merchants. In addition to traditional digital risk evaluation processes
Wirecard has the advantage of using its own data from business with
the merchants to make even better risk optimized decisions.
•

Consumer Lending
In the field of Consumer Lending new Issuing business opportunities
can e.g. be connected to instalment payment models. In that process
consumers can, with regards to actual or future payments, make use
of fully digitalized financing options offered by Wirecard. The credit
decision is made in real time resulting in immediate payment. End-toend, the process does not take longer than 5 minutes including the
fully digital application. Depending on the industry (e.g. fashion,
mobility or electronics) Wirecard intends to develop specifically
tailored solutions that are adapted to the respective consumer but
also to merchant needs. The focus is not on the channel (Internet,
classic POS) as the costumer shall be offered a uniform purchasing
experience.

(2) Use of Wirecard solutions in established SoftBank ecosystems
With its risk and fraud prevention systems Wirecard optimizes default ratios
for merchants worldwide and helps them raise their conversion rate. From
the data that Wirecard generates through the multitude of processed
transactions both on the Issuing and on the Acquiring side, new data
models can be built that can be used both for purchase increase as well as
for more targeted and more individualized consumer marketing.
Particularly the numerous ecosystems of the SoftBank Portfolio
Companies (i.e. central product platforms that unite products and services,
that are ideally to be combined from a customer’s view in order to allow for
a uniform purchasing experience e.g. Alibaba Group and Uber) can profit
from these new data models. At the same time the respective transactions
provide more data material that can in turn be used for optimizing
purposes.
(3) Quantification of the expected profit potential
On this basis, the Management Board has identified a five-year profit
potential of EUR 64 million – taking into account a discount for the rampup phase on the one hand, and excluding the terminal value, i.e. future
profit prospects at the end of the five years, on the other hand – from the
development of joint new products and services. After discounting with a
factor of 8.5 % p.a., this leads to a value of EUR 47 million. The terminal
value, i.e. the future profit prospects at the end of five years, results isolated
in an additional value of EUR 107 million.
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4.2.2 Financing aspects
Wirecard intends to use the funds of EUR 900 million generated by the issue of
the Convertible Bond 2019/2024, inter alia, to offer new innovative services in
the field of digital lending and analytics (analysis and evaluation of large
amounts of data from various data sources). The repayment of a part of the
proceeds to the shareholders in the context of a repurchase programs for shares
will also be assessed. In addition, the funds from the Convertible Bond
2019/2024 could be used to reduce the current indebtedness.
4.2 Suitability and necessity of the exclusion of subscription rights
The exclusion of the subscription rights when using the authorization to issue the
convertible bonds is also suited to achieve the purpose, which is in the business
interest of Wirecard, set out above. The issuance of the Convertible Bonds and the
linked possibility for SoftBank to acquire shares amounting to approx. 5.6 % of the
current share capital through the exercise of conversion rights on the terms set out in
the authorization resolution, is an essential prerequisite for making possible the
intended joint cooperation with SoftBank. Without the issue of the Convertible Bond
2019/2024 it would not have been possible to win SoftBank as strategic partner.
The exclusion of the subscription rights when exercising the requested authorization
is also necessary in order to achieve this purpose. The Management Board
considered possible alternatives, however discarded them as they were not
considered practicable for achieving the desired goal.
•

According to the Management Board’s assessment, the strategic partnership
with SoftBank offers unique opportunities to realize profit potential for Wirecard.
In the view of the Management Board, there is currently no other strategic
partner with whom comparable advantages would be possible. Therefore,
Wirecard has thus not conducted comparable discussions with other potential
partners.

•

The issue of the convertible bonds with shareholders' subscription rights would
be less suitable for achieving the desired goal. This is because granting
subscription rights would not ensure that the current shareholders would refrain
from exercising their subscription rights to the extent necessary to grant the
SoftBank Investment Vehicle convertible bonds with conversion rights to
Wirecard shares in the amount requested by them for entering into the strategic
partnership.

•

Issuing the convertible bonds under exclusion of the subscription rights with a
conversion obligation for the SoftBank Investment Vehicle or a right of Wirecard
to deliver shares instead of repayment of the convertible bonds (tender right)
was not accepted by SoftBank and was therefore also excluded. In addition, the
issuance of such an instrument would also come with a corresponding exclusion
of subscription rights, because only the exclusion of the subscription rights of
the shareholders can ensure that the SoftBank Investment Vehicle can
subscribe to the corresponding instruments when using the authorization.
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•

SoftBank has also not accepted a direct subscription of shares by SoftBank in
the context of a capital increase instead of the issue of convertible bonds with
conversion rights. In order to achieve the desire equity participation, in such
case, too, only a capital increase with the exclusion of the shareholders'
subscription rights would be suitable.

•

The issue of instruments to SoftBank without conversion rights in Wirecard
shares would also not be suitable for achieving the purpose pursued with the
Transaction, since SoftBank demands the option to convert the convertible
bonds into an equity interest in Wirecard as consideration for the strategic
partnership.

In summary, the exclusion of the subscription rights under the requested authorization
to issue the convertible bonds is also necessary to achieve the pursued purpose.
5.
Adequacy of the exclusion of subscription rights and explanation of the
proposed issue price
The exclusion of the subscription rights is also to achieve the purpose pursued, it is
lying in the company’s interest and the issue price of the convertible bonds is not
unreasonably low to the detriment of the Wirecard shareholders.
5.1. Adequacy of the issue price of the Convertible Bond 2019/2024
After due examination, the Management Board has come to the conclusion that the
issue price of the Convertible Bond 2019/2024 is not unreasonably low to the
detriment of the Wirecard shareholders, taking into account the significant economic
benefits from the strategic partnership with SoftBank.
5.1.1 Isolated evaluation of the Convertible Bond 2019/2024
The theoretical market value of the convertible bonds determined in accordance
with accepted finance methods – taken as such without considering the
economic benefits resulting from the strategic partnership – currently amounts
to approx. EUR 1.025-1.078 billion. This was confirmed to the Management
Board by an expert opinion of a renowned European investment bank.
In the context of the evaluation, market parameters which banks and investors
would use for the assessment of similar newly issued convertible bonds were
taken as a basis, such as volatility, credit spread and share lending cost. The
evaluation was conducted by using the external Monis software pricing model.
•

The evaluation is based on the share price prior to the announcement of
the Transaction. For this purpose, the volume-weighted average price as
of 23 April 2019, the day prior to the publication of the Transaction, was
taken, which was (according to Bloomberg) EUR 117.35. The reference
point for the share market price must naturally be before the announcement
of the Transaction since the share price after the announcement already
reflects the Transaction. The conversion price of EUR 130.00 per Wirecard
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share is approx. 11 % higher than the volume-weighted average price of
EUR 117.35 on 23 April 2019.
•

As credit spread a range of 175 to 250 basis points was used, taking into
account the interest rate premium that is applied on comparable
companies.

•

With regard to volatility a range of 32.5-37.5 % was used, which is at the
upper end of the pricing scale for newly issued convertible bonds in
Europe, as well as a deduction of 5 % for the theoretical surrender value
(repo) value (current Bloomberg value).

This resulted in an isolated ex-ante valuation of the convertible bonds in the
range of 113.9-119.8 % of the principle value, i.e. in an amount of EUR 1.0251.078 billion.
5.1.2 Assessment of the economic benefits resulting from the strategic
partnership with
SoftBank
However, the market value determined in accordance with finance methods is
not the sole decisive factor for the evaluation of the Convertible Bond 2019/2024.
The issuance of the Convertible Bond 2019/2024 is not primarily done for
financing purposes, but in particular also with the aim to allow SoftBank to
acquire (through the SoftBank Investment Vehicle) equity interests as a
prerequisite for the intended strategic partnership with SoftBank. This
partnership results in significant economic benefits for Wirecard, which must be
taken into account beyond the issue price when evaluating the Transaction.
As described under 4.1 above, the Management Board has – assessed the profit
potential resulting from the strategic partnership with the SoftBank-Group, as to
be agreed in the binding Cooperation Agreement, on the basis of concrete
business cases and has subsequently identified a volume of EUR 209 million to
273 million over five years (taking into account a discount for the ramp-up phase
and excluding the terminal value, i.e. future profit prospects at the end of the five
years).
After discounting with a factor of 8.5 % p.a. (this corresponds to the weighted
average cost of capital according to the average of five representative analyst
reports), the value of the strategic cooperation amounts to a range of EUR 152
million to EUR 199 million. The additional terminal value amounts to EUR 435
million to EUR 580 million.
The value is distributed among the different aspects of the planned cooperation
as follows:
i.

Cooperation with SoftBank Portfolio Companies

Value of the strategic cooperation after discounting EUR 69 to 101 million
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Terminal value EUR 236 to EUR 341 million
ii.

Market access in Japan and South Korea

Value of the strategic cooperation after discounting EUR 36 to 51 million
Terminal value EUR 92 to 132 million
iii.

Development of joint new products and services

Value of the strategic cooperation after discounting EUR 47 million
Terminal value EUR 107 million
5.2. Shareholders’ interest are adequately considered
In the Management Board’s view, the shareholder interests are adequately taken into
consideration with regard to the issue of the convertible bonds. The issue price of the
convertible bonds is reasonable in light of the economic benefits resulting from the
strategic partnership, and the dilution of the relative participation of the existing
shareholders is limited to approx. 5.6 % of the current share capital.
The above-mentioned evaluation considerations show that through receipt of the
issue price in the amount of EUR 900 million and the business opportunities to be
expected from the strategic partnership with SoftBank, Wirecard will receive an
economic equivalent for the issue of the Convertible Bond 2019/2024, which
corresponds at least to the market value of the convertible bonds determined
according to financial methods. Even if the conversion right is exercised, the issue of
the Convertible Bond 2019/2024 therefore does not lead to an economic dilution of
the stockholders, but only to a dilution of their relative participation, which, moreover,
is also likely to be relatively low, as the number of shares to be issued is limited to
around 5.6 % of the current share capital.
The current shareholder structure (status as of 6 May 2019) should not be significantly
changed by the exercise of the conversion right either. The SoftBank Investment
Vehicle, which signs the convertible bonds, would only become the fourth largest
investor of Wirecard after the MB Beteiligungs GmbH, the Goldman Sachs Group,
and Blackrock. With Artisan Partners Asset Management, Jupiter Fund Management,
and Citigroup there are three other investors whose participation is somewhat lower
but within a similar range (for details, see 3.2.c) on shareholder structure).
6.

Conditional Capital 2019/I

New Conditional Capital in the amount of EUR 8,000,000.00 or 8,000,000 shares
respectively is to be created to service the conversion rights of the holders of the
Convertible Bond 2019/2024 (the “Conditional Capital 2019/I”).
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The convertible bonds of the Convertible Bond 2019/2024 currently grant conversion
rights to a maximum of 6,923,076 shares based on the conversion price of EUR
130.00.
However, the terms and conditions of the convertible bonds shall contain customary
dilution protection provisions under which the conversion price of the convertible
bonds can be adjusted to preserve their value, in particular if the Company increases
its share capital by the end of the conversion period by granting subscription rights to
its shareholders or issues or guarantees further convertible bonds or option bonds
and does not grant subscription rights to the holders of the convertible bonds, as they
would be entitled to after exercise of the conversion right, or if other capital measures
or other comparable measures are conducted that could lead to an economic
reduction in the value of the shares issued.
In order to also have sufficient Conditional Capital available in the event of an
adjustment of the conversion price due to the dilution protection regulations, the
Conditional Capital 2019/I shall be created in the amount of EUR 8,000,000.00 or
8,000,000 shares respectively. This includes a reserve of more than 15 % compared
to the currently required number of 6,923,076 shares.
The Conditional Capital 2019/I serves exclusively to grant shares to the holders of the
Convertible Bond 2019/2024. There are no plans for any other use and the
Management Board is not granted any additional flexibility to use the shares from the
Conditional Capital 2019/I in any other way.
7.

Conclusion

Together with the Supervisory Board, the Management Board has decided to submit
this Transaction to the general meeting for decision. After duly considering all
circumstances, the Management Board is convinced that the issue of the Convertible
Bond 2019/2024 to the SoftBank Investment Vehicle and the resulting strategic
partnership with SoftBank represents a unique opportunity for the further development
of Wirecard and thus for all Wirecard shareholders.

Aschheim, in May 2019

Dr. Markus Braun

Alexander von Knoop

25

Jan Marsalek

Susanne Steidl

