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1 Assignment and performance of the assignment 

On the demand of the principal shareholder 

LEONINE Licensing AG, Munich 

(hereinafter also "LEONINE" or "Principal Shareholder") 

the shares of the minority shareholders of 

Odeon Film AG, Munich 

(hereinafter also "Odeon") 

are to be transferred to the Principal Shareholder against the granting of an appropriate cash settlement pursu-

ant to sec. 327b AktG by way of a merger-related squeeze-out according to sec. 62 (5) sent. 1 UmwG in conjunc-

tion with sec. 327a et seq. AktG. The resolution is to be adopted at the general meeting to be convened to this 

effect by Odeon on 29 June 2021. 

According to sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327a (2) sent. 2 and 3 AktG, the appropriateness 

of the cash settlement to be granted must be audited by one or more expert auditors who are selected and 

appointed by the court on the application of the principal shareholder.  

In its ruling 5 HK O 1625/21 of 16 February 2021, issued on the application of LEONINE, Munich I Regional Court 

appointed Deloitte GmbH Wirtschaftsprüfungsgesellschaft, Munich (hereinafter also "Deloitte" or "we") as audi-

tors reviewing the appropriateness of a cash settlement to be granted by LEONINE to the shareholders of Odeon 

(cf. Annex 1). The Board of Directors of the Principal Shareholder then engaged us to audit the appropriateness 

of the cash settlement to be granted to the minority shareholders of Odeon. 

The subject of the audit according to sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) sent. 2 AktG is 

the appropriateness of the cash settlement to be granted. In accordance with sec. 62 (5) sent. 8 UmwG in con-

junction with sec. 327c (2) sent. 4 AktG and sec. 293e (1) AktG, the audit report must set out the methods used 

to determine the settlement, the reasons why the application of these methods is appropriate and the settle-

ment that would be obtained from the application of different methods, where more than one has been applied. 

The boards of directors of LEONINE and Odeon intend to enter into a merger agreement containing the clause 

that the minority shareholders of Odeon are to be squeezed out in connection with the merger. In a ruling 5 HK 

O 1625/21 of 16 February 2021, issued by Munich I Regional Court on the joint application of LEONINE and 

Odeon, we were appointed to audit this merger agreement as joint merger auditors pursuant to secs. 60, 10 

UmwG. We report separately on the result of this audit.  
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The explanations relating to the calculation of the enterprise value of Odeon on the cut-off date of 29 June 2021 

and the determination of the cash settlement pursuant to sec. 327b AktG are to be set out in the report of 

LEONINE as Principal Shareholder of Odeon on the "Requirements for the transfer of the shares of the minority 

shareholders of Odeon Film AG to LEONINE Licensing AG and the appropriateness of the cash settlement deter-

mined in accordance with sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) sent. 1 AktG" (hereinafter 

also "Transfer Report"). The Transfer Report itself is not a subject of our audit. It has been taken into considera-

tion in our audit to the extent that the information contained in it was relevant for the audit of the appropriate-

ness of the cash settlement. 

According to sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) sent. 4 AktG and sec. 293e (1) sent. 1 

AktG, the result of the audit of the merger-related squeeze-out is to be reported in writing. 

In calculating the enterprise value of Odeon, the Principal Shareholder made use of the expert services of the 

appraiser Ebner Stolz GmbH & Co. KG Wirtschaftsprüfungsgesellschaft Steuerberatungsgesellschaft, Stuttgart 

("Ebner Stolz"), which has given an expert opinion on the matter.  

All the evidence and clarifications we sought were provided willingly. The boards of directors of Odeon and 

LEONINE each gave us a letter of representation dated 9 May 2021 stating that we had been given access to all 

relevant information and documents and that the corporate plans presented to us reflected their current expec-

tations.  

Should material changes in the net assets, financial position and results of operations or other basis for the val-

uation of Odeon occur in the period between the conclusion of our audit on 10 May 2021 (report date) and the 

general meeting of Odeon on 29 June 2021 deciding on the transfer of the shares of the minority shareholders 

to the Principal shareholder, these must also be taken into account when measuring the cash settlement. 

We have recorded the nature and extent of our audit procedures in our working documents. 

It should also be noted that figures in this report are calculated to more decimal places than presented, so that 

rounding differences in the presentation of subtotals and grand totals may occur in isolated cases. Negative fig-

ures are shown in brackets in the tables of our report. 

We should expressly point out that our audit activities did not extend to the accounting records, annual financial 

statements, (group) management reports or management of Odeon or of its subsidiaries and investees. Such a 

review is not a part of the audit according to sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) sent. 2 

AktG, nor is it our task as auditors to perform the valuations required in order to obtain the settlement. 
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This report on the audit of the appropriateness of the cash settlement was produced solely for the purpose set 

out above, i.e. for the information of and to serve as a basis for a decision by the parties involved in the merger-

related squeeze-out, their advisers and lawyers and the court that appointed us, for provision in advance of the 

general meeting of Odeon deciding on the squeeze-out of the minority shareholders (including its publication on 

the website of the companies and display on the premises and in the general meeting of Odeon) and for presen-

tation in any court proceedings in connection with the merger-related squeeze-out. The report is not intended 

for publication, duplication or use for any purpose other than that stated above. This report may not be passed 

on to third parties without our prior written consent. The report may not be used for other purposes. 

The performance of the assignment and our responsibility and liability, also towards third parties, are governed 

by the attached "General Engagement Terms for German Public Auditors and Public Audit Firms" (Allgemeine 

Auftragsbedingungen für Wirtschaftsprüfer und Wirtschaftsprüfungsgesellschaften) as revised on 1 January 

2017. Our responsibility towards the companies entering into the agreement and their shareholders are gov-

erned by the legal liability clauses of sec. 62 (5) sent. 8 UmwG in conjunction with secs. 327c (2) sent. 4, 293d (2) 

AktG and sec. 323 HGB. 

We conducted our audit in the months of March to May 2021, mainly in our offices in Munich. Our work was 

performed almost simultaneously with the valuation work of Ebner Stolz.  

The documents available to us for the conduct of our audit were essentially as follows:  

 Valuation model for calculating the enterprise value of Odeon, last amended by Ebner Stolz on 28 April 2021 

(revision status: 23 April 2021); 

 Draft of the Transfer Report entitled "Requirements for the transfer of the shares of the minority sharehold-

ers of Odeon Film AG to LEONINE Licensing AG and the appropriateness of the cash settlement determined 

in accordance with sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) sent. 1 AktG" as at 27 April 

2021; 

 Expert opinion of Ebner Stolz entitled "Expert opinion on the calculation of the enterprise value on 29 June 

2021 – Odeon Film AG Munich" of 7 May 2021; 

 Draft of the merger agreement between LEONINE and Odeon (as at 29 April 2021); 

 Draft of the joint merger report between LEONINE and Odeon entitled "JOINT MERGER REPORT of the boards 

of directors of LEONINE Licensing AG, Munich and Odeon Film AG, Munich on the merger of Odeon Film AG 

with LEONINE Licensing AG" as at 26 April 2021; 

 Projections of Odeon and its subsidiaries (in their entirety "Odeon Group") for the years 2021 to 2025, 

adopted by the Board of Directors and noted by the Supervisory Board on 27 April 2021; 

 Plan-ACTUAL comparison of the Odeon Group for the years 2016 to 2020 as at 25 March 2021; 

 Reports of Kleeberg on the audit of the annual financial statements and summary management report of 

Odeon for the 2017 to 2020 financial years; 

 Reports of Kleeberg on the audit of the consolidated annual financial statements and summary management 

report of Odeon for the financial years 2017 to 2019; 
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 Annual reports of Odeon for the 2017 to 2019 financial years; 

 Consolidated financial statements for the 2020 financial year and management report; 

 Overview of tax loss carryovers of the Odeon Group to 31 December 2020 as at 1 March 2021; 

 Excerpt from the commercial register for Odeon dated 3 May 2021; 

 2020 articles of association of Odeon as at 2 December 2020; 

 Deposit certifications of the treasury shares of Odeon and the shares in Odeon held by LEONINE; 

 Publicly accessible information, in particular capital markets date. 

Our audit conclusions are based on the audit of the documents of the Odeon Group and questions asked to the 

employees tasked with preparing the corporate plans, the expert valuation produced by Ebner Stolz and associ-

ated working papers and supplementary information provided by Odeon and Ebner Stolz verbally and in writing. 

We verified the valuation results of Ebner Stolz/Odeon on the basis of our own modelling in order to check the 

arithmetic accuracy of the valuation model.

The (adjusted) historical profitability, the current development of business, the projected earnings trend, the 

long-term market and competition trends, the sustainable earnings capacity and the measures proposed for re-

alisation of the plans were discussed in expert meetings with the Board of Directors of Odeon. The valuation 

model and underlying assumptions, the operations performed by Ebner Stolz to check the plausibility of plans 

and the historic plan/actual comparisons were discussed in further meetings with Odeon and Ebner Stolz. 

The following persons provided material information: 

 Mr Mischa Hofmann, Director of Odeon; 

 Mr Jürgen Neugebauer, General Commercial Manager of Odeon; 

 Dr. Matthias Popp, Ebner Stolz; 

 Dr. Frederik Ruthardt, Ebner Stolz; 

 Dr. Fiona Ungemach, Ebner Stolz. 
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In our audit operations we observed the principles for the performance of business valuations set out the IDW  

S 1 standard as amended on 2 April 2008 (IDW S 1) and the IDW practice statement on assessing corporate plans 

in the event of valuation, restructuring, due diligence and fairness opinions (IDW Practice Statement 2/2017). 

2 Subject and scope of the audit of the appropriateness of the cash settlement pursuant 

to sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) AktG 

2.1 Transfer resolution – merger-related squeeze-out 

The subject of the audit according to secs. 62 (5) UmwG in conjunction with sec. 327c (2) sent. 2 AktG is the 

appropriateness of the cash settlement to be granted by the Principal Shareholder, which according to sec. 62 (5) 

UmwG in conjunction with sec. 327b (1) sent. 1 AktG is determined by the Principal Shareholder. It must take 

into consideration the situation of the company at the time the resolution is adopted.  

The Board of Directors of LEONINE fixed the cash settlement for the shares of the minority shareholders of Odeon 

at EUR 1.57 per share. 

According to sec. 62 (5) UmwG, one of the requirements for the adoption of a resolution of the general meeting 

on the merger-related transfer of the shares of minority shareholders to a principal shareholder is that the prin-

cipal shareholder holds stock amounting to at least 90% of the registered share capital (merger-related squeeze-

out). The registered share capital of Odeon of EUR 11,842,770.00 is divided into 11,842,770 bearer no-par-value 

shares. At the end of the audit activities Odeon held 85,050 treasury shares (0.72%).  

According to the statements in the merger agreement (recital, point C), the Principal Shareholder owns 

10,755,795 shares directly, thus 91.48% of the share capital reduced by treasury shares pursuant to sec. 62 (5) 

sent. 8 UmwG in conjunction with secs. 327a (1) and 16 (2) sent. 2 AktG. The remaining shares of around 8.52% 

float freely.

With the registration of the transfer resolution on the commercial register, all shares of the minority sharehold-

ers of Odeon will pass to the Principal Shareholder, LEONINE, by law without any further act of transfer.  

The exiting minority shareholders of Odeon are entitled to an appropriate settlement, which is to be paid solely 

in cash, as compensation for their exclusion. The appropriateness of the cash settlement to be granted to the 

minority shareholders is to be audited by one or more expert auditors. 
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2.2 Report of the Principal Shareholder 

Sections 62 (5) UmwG in conjunction with sec. 327c (2) sent. 1 AktG require LEONINE, as Principal Shareholder 

of Odeon, to present a report to the general meeting of Odeon in writing. The report must explain the require-

ments for the transfer of the shares and set out the grounds for the appropriateness of the cash settlement.  

As part of our audit we reviewed the information and explanations contained in the joint merger report (draft 

dated 26 April 2021) and Transfer Report (including previous drafts) concerning the calculation, nature and 

amount of the cash settlement, including the expert opinion of Ebner Stolz attached thereto. with regard to the 

appropriateness of the cash settlement. Our audit assignment did not include a review of the other require-

ments, in particular a review of the completeness and accuracy of the report of the Principal Shareholder and an 

assessment of the economic expediency of the transfer of the shares. 

2.3 Audit report 

As auditors within the meaning of sec. 62 (5) UmwG in conjunction with sec. 327c (2) sent. 2 AktG, we report in 

writing on the conclusion of our audit, performed in accordance with the professional standards for auditors, in 

compliance with secs. 293e, 327c (2) AktG. 

The audit focuses on the appropriateness of the determined cash settlement. In this regard the auditor must 

review whether the methods applied by the Principal Shareholder, in this case LEONINE, to calculate the cash 

settlement are appropriate. This review must in particular examine whether the business valuation performed 

in order to calculate the cash settlement conforms to the generally recognised principles for the performance of 

business valuations and whether the underlying data were properly derived and the forward-looking estimates 

are plausible. 

According to sec. 62 (5) UmwG in conjunction with secs. 327c (2) sent. 4, 293e (1) AktG, the audit report must 

conclude with a declaration as to whether the proposed cash settlement is appropriate. It must indicate 

1. the methods by which the cash settlement was calculated; 

2. the grounds why the application of this method is appropriate;  

3. the cash settlement that would be obtained from the application of different methods, where more than one 

has been applied. It must also set out the weighting given to the various methods when determining the 

proposed cash settlement and the underlying values and any particular difficulties which arose in the valua-

tion. 
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3 Economic and legal principles  

3.1 Legal and economic principles of the Odeon Group 

Odeon is a stock corporation under German law based in Munich and registered on the commercial register of 

Munich local court under number HRB 188612. The prevailing articles of association are dated 2 December 2020.  

The financial year is the calendar year. 

The registered share capital of EUR 11,842,770.00 is divided into 11,842,770 bearer no-par-value shares. This 

gives a theoretical nominal value of EUR 1.00 per share. The shares of Odeon are listed for trading on the regu-

lated market of the stock exchange in Frankfurt am Main. The shares are also traded on the unofficial markets 

of the Berlin, Düsseldorf, Hamburg, Hanover, Munich and Stuttgart stock exchanges. LEONINE has a majority 

stake in Odeon. The shareholder structure is as follows: 

Registered share capital 11,842,770 shares 

less treasury shares (85,050 shares) 

11,757,720 shares 100.00% 

of which LEONINE 10,755,795 shares 91.48% 

of which floating freely 1,001,925 shares 8.52% 

As the parent company of the Odeon Group, Odeon holds the following material investments in Germany and 

abroad (Austria): 
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Odeon forms the "Odeon Group" together with its subsidiaries, Odeon Fiction GmbH, Munich (hereinafter 

"Odeon Fiction"), Odeon Entertainment GmbH, Munich (hereinafter "Odeon Entertainment") and Odeon  

Entertainment Productions GmbH, Vienna (hereinafter "Odeon Entertainment Productions").  

The object of the Odeon Group is the broadcaster-independent production of formats for television and cinema. 

The business model is based both on the creation of commissioned productions and the development of  

co-productions and in-house productions. The production process extends from the development phase through 

the production process in the narrower sense to post-production. 

Odeon Fiction produces fictional television programmes in series and serial formats as well as one-off produc-

tions, largely for the German television market. Odeon Fiction also makes cinema films and international formats 

as co-productions and in-house productions. Odeon Entertainment and Odeon Entertainment Productions pro-

duce non-fiction formats in the form of shows and factual entertainment formats in the role of a commissioned 

producer for the German and Austrian markets. 

In the 2020 financial year the Odeon Group had an average of 300 employees. The number of non-project em-

ployees averaged 55. 

3.2 General economic parameters 

The German economy is characterised by the consequences of the coronavirus pandemic (COVID-19). Due to the 

measures imposed by the state to restrict the spread of the virus and voluntary adjustments in behaviour,  

economic performance in 2020 was significantly below that of the preceding year. The German Bundesbank 

forecast (as at: December 2020) indicated a calendar-adjusted fall in gross domestic product (GDP) in 2020 of 

5.5% (unadjusted, the figure for 2020 is a marginally smaller fall of 5.1% on account of the higher number of 

working days compared to 2019). For 2021, 2022 and 2023, subsequent economic growth of 3.0 %, 4.5% and 

1.8% is expected.1

1  Cf. German Bundesbank. Perspektiven der deutschen Wirtschaft für die Jahre 2021 bis 2023 – Monatsbericht Dezember 
2020 [Outlook for the German economy for 2021-2023 - Monthly Report December 2020].  
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Given the pandemic-induced high degree of uncertainty over the economic prospects, two alternative scenarios 

were worked up by the German Bundesbank, in addition to the basic scenario. In the more favourable scenario, 

the economy recovers significantly faster and more strongly. Conversely, in the less favourable scenario GDP only 

recovers to the pre-crisis level towards the end of 2023, which results in considerable losses of production  

potential. The inflation rate in this case is significantly lower than the inflation rate of 1.5% forecast for 2023 in 

the more favourable scenario. The upward and downward risks arising from the onward course of the pandemic 

and from the foreign trade environment for GDP growth and inflation appear relatively balanced for both  

scenarios, according to the German Bundesbank.2

Given its primarily German-speaking target group, Germany represents the main sales market for the Odeon 

Group, with around 98% of anticipated sales in 2021. The Odeon Group is highly dependent on the trend in the 

economy, with regard to the financing of major in-house productions, grants via subsidies and the consumer’s 

willingness to pay e.g. for Pay TV and streaming offerings. Consequently, the general economic parameters in 

Germany are significant influencing factors for the Odeon Group. 

3.3 Competitive and market environment of the Odeon Group 

The Odeon Group operates in the production of formats for television and cinema, and is considered as one of 

the biggest independent production houses in Germany. As such, the company - as a provider of commissioned 

and in-house productions and co-productions - is in very intensive competition in the German TV production 

market with a large number of competitors, both those associated with and those independent of the broad-

casting companies. In Germany, the Odeon Gruppe competes, amongst others, with film production companies 

such as Constantin Film, Studio Hamburg, X-Filme, Ziegler Film, Bavaria Film, UFA and NDF. 

Generally, there is strong competitive pressure in the German and European production market with regard to 

the specialist employees needed for productions (e.g. camera operators, actors, make-up artists). According to 

statements by the Odeon management, the Odeon Group will continue to focus on the German market, with the 

main emphasis being other than on the German cinema market, as this is very heavily dependent on securing 

the engagement of certain popular German actors and successful directors and screenwriters. Nevertheless, 

Odeon is hoping to produce more in-house productions for the cinema. 

2  Cf. German Bundesbank. Perspektiven der deutschen Wirtschaft für die Jahre 2021 bis 2023 – Monatsbericht Dezember 
2020 [Outlook for the German economy for 2021-2023 - Monthly Report December 2020].  
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The TV market, as the most important sales channel for the Odeon Group, has changed dramatically in recent 

years due to digitization. Over 90% of EU homes now receive their TV signal digitally. In Germany, viewers have 

access to over 100 linear TV channels.3

In addition, it is noteworthy that younger viewers in particular are increasingly switching from linear television 

to digital (chargeable) streaming subscriptions (Subscription Video on Demand, S-VoD).4 In response to the 

changing market landscape, the traditional TV broadcasting companies and Pay TV services are building up online 

content platforms to address the changing consumption and viewing habits of consumers.5

Given these demonstrable current trends, in future Odeon will increasingly focus on streaming platform provid-

ers. 

Starting from the business activities of the Odeon Group, the markets for television, internet and video and  

cinema were analysed on the basis of the PwC study "German Entertainment and Media Outlook 2020-2024" 

(November 2020). In addition, further analyses based on the Marketline study “Germany Broadcasting & Cable 

TV” (August 2020) were undertaken. 

Television 

As television is the current primary market for Odeon, the trend in this area was analysed first. 

According to the 2020 PwC study referred to above, total turnover for the television market comprises the sales 

revenues generated via basic or premium subscriptions for linear television and Pay TV (digital and non-digital). 

Basic subscriptions offer access to traditional, linear television content (e.g. cable connection), whereas premium 

subscriptions enable expanded offerings, such as Pay TV offerings (e.g. Sky). In addition, the TV market includes 

sales revenues relating to TV provider placement on third-party platforms (access to video on demand (VoD) and 

pay-per-view (PPV) offerings).6

3  Cf. Marketline. Germany Broadcasting & Cable TV (August 2020), p. 22. 
4  Cf. Marketline. Germany Broadcasting & Cable TV (August 2020), p. 9. 
5  Cf. Marketline. Germany Broadcasting & Cable TV (August 2020), p. 22. 
6  Cf. PwC. German Entertainment and Media Outlook 2020-2024 (November 2020), p. 78. 
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For 2020, anticipated sales for the German TV market (generated via subscriptions for linear television and Pay 

TV, including placement fees) were around EUR 5.6bn, which corresponds to a 2.6% fall compared to 2019. From 

2020 to 2024, sales are set to increase annually by around 1.0%. That would result in sales of EUR 5.8 bn in 2024.7

In the recent past, the TV market has been heavily influenced by new market players who are changing customer 

preferences and increasingly determining the business model. Additional competition comes from video stream-

ing services such as Amazon Prime Video and Netflix.  

Overall, Germany - the Odeon Group’s primary market - exhibits a strongly-contested TV landscape with falling 

growth rates. The Odeon Group is looking to be able to implement its planned growth in sales through a greater 

volume of in-house productions and commissioned productions in the entertainment area (particularly for RTL2). 

Internet video/Streaming market 

Internet video sales cover private consumer spending for non-linear moving image content, available to the  

customer against payment as an internet download (streaming) and capable of being downloaded via Smart TV 

or other internet-enabled end-devices. In this area, VoD providers overwhelmingly pursue two business models 

- subscription VoD (S-VoD) and transactional VoD (T-VoD). With S-VoD, the customer takes out a subscription 

and can enjoy unlimited access to films and series offered by the provider, for a monthly fee. With T-VoD, the 

content is available as a chargeable one-off download, either as download-to-rent or as electronic sell-through. 

7  Cf. PwC. German Entertainment and Media Outlook 2020-2024 (November 2020), p. 85. 
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The VoD market in Germany is growing strongly. In the past five years sales have more than doubled, from  

MEUR 622 in 2015 to MEUR 1,381 in 2020. The stronger increase in 2020, compared to the forecast from the 

previous year, largely results from the outbreak of COVID-19 and the associated lockdown measures (including 

cinema closures and spending additional time at home), along with the launch of Disney+ in Germany. In the 

coming years, the market is set to continue growing, albeit with clearly-reducing rates of increase. In 2021, sales 

are set to grow by around 10.4% compared to the previous year, and in 2024 by around 4.3%.8

The increase in use is apparent across all VoD offerings, although a distinction can be made between free and 

chargeable offerings. The most-used VoD service is currently YouTube. The free media libraries of the public and 

private TV broadcasting companies are, on average, more frequently used by people than chargeable streaming 

services such as Netflix, Amazon or iTunes. The growing offering and the improving quality of the services, how-

ever, mean that paid-for VoD offerings are becoming increasingly popular, with a growing willingness to pay for 

these services. The number of competitors in the VoD market is currently growing, with familiar brands such as 

Apple and Disney recently entering the market. Amazon Prime Video and Netflix are still considered to be the 

market leaders, but they are coming under pressure from new competitors.9

According to statements by the Odeon Group management, the group is also looking to produce formats for 

streaming portals in greater scope in future. 

8  Cf. PwC. German Entertainment and Media Outlook 2020-2024 (November 2020), p. 92. 
9  Cf. PwC. German Entertainment and Media Outlook 2020-2024 (November 2020), p. 87. 
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Cinema market 

Although Odeon mainly produces for television, it wants to remain active in the cinema market too, via co-pro-

ductions and in-house productions. 

Revenue in the cinema market mainly comprises box office receipts and sales proceeds from cinema advertising. 

The German cinema market developed positively in 2019, after posting a record low in 2018, and grew overall 

by around 13.9%. Growth in this segment was achieved primarily through the success of US films such as "Frozen 

II", "The Lion King (2019)", "Avengers: End Game", "Das perfekte Geheimnis" and "Joker".10 The COVID-19 pan-

demic had massive negative effects on the cinema market in 2020. Cinemas were required to close temporarily, 

which resulted in leading film production companies abandoning or postponing releases of their films. In 2020, 

this led to a significant downturn in revenues. 

The cinema market is not set to return to the level of the pre-pandemic years even in 2024. For 2024, total sales 

of MEUR 975 are forecast. 

Summary 

The markets in which the Odeon Group essentially operates are currently characterised by high dynamism, with 

rapid changes in market structures. The growing market in streaming, in particular, brings opportunities, but also 

uncertainties. Although the demand for film and series productions is growing overall, the trend is  

simultaneously towards falling margins, and existing customers are becoming more selective in placing their pro-

duction orders. 

10  Cf. PwC. German Entertainment and Media Outlook 2020-2024 (November 2020), p. 72. 
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The following graphic presents a summary of trends in growth and growth expectations for the relevant Odeon 

Group markets in Germany, as defined from the analyses detailed earlier: 

Following the effects of COVID-19 in 2020/21, the German cinema market is expecting a strong bounce-back in 

the time ahead, notably in 2021, but over the medium-term is exhibiting falling or negative growth rates. The 

internet video/streaming market is characterised as having the highest potential for the future, although growth 

rates are declining. Conversely, falling market volumes are forecast in the German television market. 

For comparison purposes, we have compared the trends in the relevant part markets shown with sales revenues 

(including other operating earnings/film subsidies) for the Odeon Group. Overall, it is apparent that the Odeon 

Group projections for the years to 2023 are in the upper range of the forecast market trend, whereas in the past 

changes in sales were below the market trend in the internet video/streaming market, and were also generally 

below the trend in the TV market. It is noteworthy that the falling growth rate in 2024 results solely from the fact 

that 2023 will be distorted by significant, pandemic-induced project postponements. In the 2024 year plan, the 

production volume is set to even out at a regularised level. Overall, the Odeon projection seems to be consistent 

with the market studies.  
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4 Audit findings on the valuation method applied 

4.1 Appropriateness of the valuation method applied 

4.1.1 General 

According to the principles for the performance of business valuations, as set out in particular in the IDW  

Standard 1 (IDW S 1) of the same name dated 2 April 2008 and also recognised by the courts and academics, the 

value of an enterprise, assuming solely financial criteria, is defined as the present value of the net inflows to the 

enterprise's owners associated with ownership of the enterprise. This present value is determined using a  

discount rate that represents the return on an appropriate alternative investment to an investment in the  

enterprise being valued. The value of the enterprise is accordingly derived solely from its earnings capacity, i.e. 

its ability to produce financial surpluses for the enterprise's owners.  

4.1.2 Discounted earnings method 

Both the discounted earnings method and the discounted cash flow method are suitable for determining the 

enterprise value. Under the same uniform valuation assumptions, both methods lead to the same enterprise 

values. In the present case, the proposed settlement is determined on the basis of the discounted earnings 

method. To obtain the enterprise value of the Odeon Group, the Principal Shareholder made use of the expert 

services of the appraiser Ebner Stolz. The equity value was determined in accordance with IDW S 1.  

The present value of future profits is derived on the basis of the freely available financial surpluses which can be 

achieved in the future as a going concern with the material substance, innovative capacity, product design and 

market position, internal organisation and management existing on the valuation date. The liquidation value of 

non-operating assets may also be relevant. 

In cases falling within the scope of corporate or transformation legislation, such as the merger-related squeeze-

out pursuant to sec. 62 (5) UmwG in conjunction with sec. 327a et seq. AktG, objectified enterprise values are 

determined. The objectified enterprise value represents a typical and intersubjectively verifiable present value 

of future profits from the perspective of a domestic natural stockholder with unlimited tax liability who has an 

insignificant stake in the enterprise and holds the shares in their private assets (typical stockholder). The net 

inflows to the typical stockholder are determined with due regard to the taxes on the earnings of the enterprise 

and typical personal income taxes of the stockholders. Taking a typical approach avoids making the objectified 

enterprise value dependent on individually variable tax rates due to the differing circumstances of the enter-

prise's owners. Assuming a typical stockholder, the German withholding tax system comes into consideration. 

The capital gains tax that a stockholder must pay on dividends and the realisation of gains is made up of  

withholding tax at 25% and an additional 5.5% in solidarity supplement. 
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When determining the objectified enterprise value, the valuation must be performed on a stand-alone basis. It 

is only the earnings capacity existing and transferable on the valuation cut-off date that is relevant for the valu-

ation. In other words, all composite positive and negative effects which can only be achieved through the  

proposed measure are not to flow into the valuation. Only so-called “pseudo” synergy effects which can be  

realised from the reason for the valuation without regard to the effects or can be achieved with virtually any 

number of partners are to be considered when determining the objectified enterprise value, provided that 

measures for their realisation have already been initiated or are documented in the business concept. 

Determination of the objectified enterprise value proceeds on the basis of the distribution of those financial 

surpluses which are available for distribution after considering legal restrictions and the business concept existing 

on the valuation cut-off date. If there are no concrete investments or plans for the reinvested amounts, an  

objectified assumption of the use of the proceeds must be made, e.g. in the form of a net present value-neutral 

investment or a fictitious disbursement to the stockholders. If the reinvestment-related revenue is subject to tax 

on the proceeds of sale, this must be taken into consideration.  

The determined financial surpluses are to be discounted at a capitalisation rate representing the alternative  

investment. When calculating this, care must be taken to ensure that the revenue from the valuation investment 

and the alternative investment are equivalent in terms of maturity, risk and taxation (equivalence principle). The 

return on an equity portfolio serves as the basis for measuring the discount rate. 

Only what are known as the operating assets are reflected in the earnings value. Assets which can be sold  

individually without threatening the continuation of the business and whose sale value exceeds the present value 

of the financial surpluses if they were to remain in the enterprise (non-operating assets) and circumstances which 

can only be represented partially, if at all, when determining the earnings value – having regard to the financing 

situation and the tax effects – are to be valued separately and added to the earnings value. In addition to the 

non-operating assets, these may include certain financial assets, tax effects and pension obligations. 
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The enterprise value is calculated from the earnings capacity plus the present value of the net sale proceeds of 

the non-operating assets and other special assets.  

The principles for determining the discounted earnings value and enterprise value described above were perti-

nently applied in this particular case. 

4.2 Alternative valuation methods 

4.2.1 Liquidation value  

According to case law, the liquidation value must be taken as the lower limit only if the loss situation lack of 

profitability is permanent or in the case of an actual intention to liquidate. Since the enterprise is to be continued 

as a going concern indefinitely and the long-term earnings prospects are positive, Ebner Stolz has assumed that 

the discounted earnings value of the valuation entity is above the corresponding liquidation value. There is no 

concrete intention to liquidate. It is our view that this procedure is consistent with case law and therefore cannot 

be criticised. 

4.2.2 Net asset value 

There is no net asset value, such as in the form of a partial reconstruction fair value, because there is no direct 

link to future financial surpluses. It thus has no independent significance in the valuation of a business, and Ebner 

Stolz thus legitimately did not include it in the valuation report. 

4.2.3 Stock exchange price 

According to case law of the Federal Constitutional Court ("BVerfG") of 27 April 1999, the stock exchange price 

must not be ignored when measuring the amount of settlements that are to be paid to shareholders in the event 

of structural measures (cf. BVerfG, ruling of 27 April 1999, 1 BvR 1613/94; Der Betrieb, 1999, p. 1693 et seq.; Die 

Wirtschaftsprüfung, 1999, p. 780 et seq.). In principle, therefore, the stock market value of the share of listed 

companies is the lower limit of the compensation to be paid to the shareholder.  

The shares of Odeon are listed for trading on the regulated market of the stock exchange in Frankfurt am Main. 

The shares are also traded on the unofficial markets of the Berlin, Düsseldorf, Hamburg, Hanover, Munich and 

Stuttgart stock exchanges. On these grounds, the stock exchange price of Odeon is in principle to be taken into 

consideration as a basis for determination of or as a lower limit for the settlement. 
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According to the BGH (19 July 2010, II ZB 18/09, AG 2010, p. 629, 632), an average price weighted by sales within 

a three-month reference period must be determined. The reference period to be considered is the three months 

before the announcement of the structural measure. 

On 1 February 2021 LEONINE published an ad hoc notification stating its intention to merge Odeon with LEONINE 

and to exclude the minority shareholders of Odeon against an appropriate cash settlement (merger-related 

squeeze-out). The reference period for the stock exchange price accordingly runs from 1 November 2020 up to 

and including 31 January 2021 (or 29 January 2021, the last trading day before the structural measure was an-

nounced). 

For the applicability and determination of the relevant stock exchange price of Odeon, please refer to the anal-

yses in section 4.6 "Stock exchange price" in the Ebner Stolz valuation report. We present our supplementary 

audit findings below. 

The sales-weighted average stock price is usually determined on the basis of the price calculated by BaFin in 

accordance with sec. 5 (1) WpÜG Offer Ordinance. According to the BaFin communication of 9 February 2021, it 

was unable to calculate a valid minimum stock price pursuant to sec. 31 (1), (7) WpÜG in conjunction with sec. 5 

WpÜG Offer Ordinance on the relevant cut-off date. 

The stock exchange price represents the lower limit if there is no narrow market volume for the particular share. 

That is because it is only then that a (minority) shareholder can sell their shares on the stock market and realise 

the stock exchange price at any time as a free divestment decision. According to higher case law, the criteria of 

sec. 5 (4) WpÜG Offer Ordinance can be taken as an indication when assessing the narrowness of the market. 

Having regard to the criteria of sec. 5 (4) WpÜG Offer Ordinance, the stock exchange price is not considered as a 

lower limit if (1) prices were fixed on less than one third of all trading days in the period under observation and 

(2) the prices fixed on a number of successive occasions differ from one another by more than five per cent. The 

BGH has stated in this regard that the two price jumps of +/- 5% must occur on two successive (trading) days.11

11  Cf. BHG. VI ZR 682/18, no. 12 (BeckRS), 22 October 2019. 
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Given the view taken by the BGH, both criteria are met in the stock exchange price of Odeon in the reference 

period. Ebner Stolz examined the above two criteria based on the data furnished by the information service 

provider Bloomberg. The conclusion was that the Odeon share was traded on only 18 of 61 trading days on the 

regulated market over the reference period, and thus less than one third of all trading days. In addition, the stock 

exchange prices fixed on a number of successive occasions differ from one another by more than five per cent. 

The differences were observed on three successive trading days on two occasion. As a result, Ebner Stolz  

concludes that it can be assumed that the average stock exchange price of Odeon does not offer a reliable  

indication of the divestment value or a lower limit for the settlement.  

Despite the irrelevance of the stock exchange price based on the trading criteria described above, Ebner Stolz 

calculated a volume-weighted three-month average price on 31 January 2021. This theoretical figure is roughly 

EUR 0.96. 

We reviewed and checked the plausibility of the analyses with regard to the stock exchange price of Odeon based 

on the data furnished by the information service provider S&P Capital IQ as a source of information. According 

to our analyses, the above two criteria – (1) stock exchange prices fixed on less than one third of all trading days 

in the observation period and (2) stock exchange prices fixed on a number of successive occasions differing from 

one another by more than five per cent – are satisfied. In addition, we were able to verify the calculation of the 

volume-weighted three-month average price on 31 January 2021 of around EUR 0.96. 

We consider the view of Ebner Stolz that the stock exchange price of Odeon does not offer a reliable indication 

of a free divestment value (market value) due to the narrowness of the market to be appropriate. It thus does 

not represent the lower limit of the settlement. Even if the theoretical value of EUR 0.96 were to offer a relevant 

indication, given the much higher valuation result in this case it cannot be considered of significance as a lower 

limit. 

4.2.4 Comparable prices 

Simplified price determinations are sometimes used to arrive at valuations of small and medium-sized enter-

prises. These use comparison values/multipliers (e.g. price/equity ratio, price/earnings ratio) of comparable  

enterprises derived from stock market quotations or transactions to calculate the value. Such methods cannot 

be applied in place of a business valuation using the discounted earnings method or discounted cash flow 

method. Like the appraiser, we used them instead to verify the plausibility of the results of the valuation obtained 

through the discounted earnings method.  
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4.2.5 Previous acquisitions by LEONINE 

The prices paid by the majority shareholder for shares of a dependent company acquired previously normally 

reflect neither the true value of the shares owned by the minority shareholders nor the market value of the 

shares, since the subjective considerations of the majority shareholder only determine their value for that  

shareholder, not for third parties.12 This is confirmed by the literature and supreme court case law. As a  

consequence, prices paid by the majority shareholder in previous acquisitions cannot be considered when  

reviewing the appropriateness of the cash settlement to be granted. Furthermore, the share price of EUR 1.10 

paid to a shareholder in advance (cf. section 3 of the merger agreement) is below the valuation result.  

4.3 Conclusion 

In summary, our conclusion is that the equity value of Odeon was determined on the basis of principles for the 

performance of business values as enshrined and applied in current business management theory, supreme court 

case law and business valuation practice. Other methods were not applied, which in our view was appropriate. 

According to our findings, no particular difficulties within the meaning of sec. 293e (1) sent. 2 AktG arose in the 

valuation process.  

5 Audit findings in detail 

5.1 Preamble 

The valuation of the Odeon Group was performed by Ebner Stolz. Ebner Stolz reported on the result of its work 

in its expert opinion on the determination of the equity value for the purposes of determining an appropriate 

cash settlement on the valuation cut-off date of 29 June 2021. This was prepared on the basis of IDW S 1. The 

Board of Directors of Odeon attached the report from Ebner Stolz as integral annex 5 of the written transfer 

report required under sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327c (2) sent. 1 AktG. 

12  Cf. Federal Constitutional Court of 27 April 1999. 
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5.2 Valuation entity 

The object of the audit is the appropriateness of the cash settlement to be granted to the minority shareholders. 

In particular, the audit relates to the equity value of the Odeon Group, on which the cash settlement is based. 

The valuation object is therefore Odeon, including its subsidiaries (in their entirety the "Odeon Group"). 

The valuation by Ebner Stolz is based on the projections for the years 2021 and following of the Oden Group. The 

projections for the 2021 to 2025 financial years were adopted by the Board of Directors of Odeon on 27 April 

2021. The Supervisory Board of Odeon was informed of the projects on the same date, 27 April 2021. 

5.3 Valuation cut-off date 

The ordinary general meeting of Odeon on 29 June 2021 is to decide on the transfer of the shares to the majority 

shareholder. 

The valuation cut-off date is to be the date on which the general meeting is to decide on the transfer. Ebner Stolz 

pertinently took 29 June 2021 as the valuation cut-off date. Thus the planned distributions were first discounted 

to 31 December 2020 and then, in a further step, compounded at the discount rate to the date of the general 

meeting of Odeon. 
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5.4 Principles for the determination of earnings  

5.4.1 Historical analysis  

The historical analysis forms the starting point for deriving and verifying the plausibility of future expected earn-

ings. The unadjusted sales and earnings of the Odeon Group (consolidated financial statements) in the past – the 

last three 2018 to 2020 financial years being considered – developed as follows: 

Odeon Group | Historical profit and loss statement

Actual Actual Actual CAGR

TEUR Note FY18 FY19 FY20 FY18-20

Revenues (1) 38,284 39,067 51,520 16.0%

Increase or decrease in f inished goods, invetories and w ork in process 816 666 922 6.3%

Ow n w ork capitalised (2) 978 8,435 1,036 2.9%

Other operating income (3) 1,190 1,154 3,590 73.7%

Total output (4) 41,268 49,321 57,069 17.6%

Costs of materials (5)          (30,815) (41,124) (44,651) 20.4%

Personnel expenses (6) (4,170) (4,217) (5,127) 10.9%

Other operating expenses (7) (1,587) (1,297) (1,536) (1.6%)

EBITDA 4,696 2,683 5,754 10.7%

Depreciation and amortization (8) (3,199) (1,824) (9,928) 76.2%

EBIT (9) 1,497 859 (4,174) n/a

Financial result (10) (324) (347) (115) (40.4%)

EBT 1,173 512 (4,289) n/a

Taxes on income (11) 209 (2,760) 1,221 142%

Other taxes (4) (2) (1) 42.8%

Net income (-loss) (12) 1,378 (2,250) (3,069) n/a

Revenue grow th 11.9% 2.0% 31.9%

Grow h - total output 8.4% 19.5% 15.7%

EBITDA margin in % of revenues 12.3% 6.9% 11.2%

EBITDA margin in % of total output 11.4% 5.4% 10.1%

EBIT margin in % of revenues 3.9% 2.2% (8.1%)

EBIT margin in % of total output 3.6% 1.7% (7.3%)

Turnover profitability in % of revenues 3.6% (5.8%) (6.0%)

Turnover profitability in % of total output 3.3% (4.6%) (5.4%)
Source: Consolidated financial statements
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As a listed company, Odeon prepares its consolidated financial statements in accordance with International  

Financial Reporting Standards (IFRS).  

1. Revenue in 2020 essentially comprises sales of commissioned productions in the amount of TEUR 44,254  

(2019: TEUR 37,546; 2018: TEUR 34,442) and result predominantly from the "Letzte Spur Berlin", "Der Staats-

anwalt", "Ein Fall für zwei", "Harter Brocken – Der Waffendeal", "Die Füchsin – Treibjagd", "Die Füchsin – 

Romeo muss sterben", "Schwarze Insel", "Neben der Spur ist auch ein Weg", "Die letzte Ausgabe", "Teenie-

mütter – Wenn Kinder Kinder kriegen", "Teenager werden Mütter", "Hartz Rot Gold" and "Armes Deutsch-

land" projects. Revenue in 2020 also includes earnings from the exploitation of licences in the amount of 

TEUR 6,734 (2019: TEUR 1,364; 2018: TEUR 3,741). Revenue from in-house productions is not realised until 

completion/acceptance. The own work capitalised until then is also largely written down, except for a residual 

value for future exploitation (gross reporting). By contrast, revenue and material expenses from commis-

sioned productions are posted directly according to the percentage of completion. 

2. The significant rise in other own work capitalised in 2019 can be attributed largely to the capitalised costs for 

the co-production "Spy City" (TEUR 8,155). Inventories of TEUR 350 were transferred to the intangible assets 

at the start of shooting on "Spy-City". The entire amount (TEUR 1,036) of the other own work capitalised in 

2020 likewise relates to the co-production "Spy City" (completed in 2020).  

3. The other operating income includes insurance compensation in the amount of TEUR 131 (2019: TEUR 219; 

2018: TEUR 97), benefits in kind of TEUR 121 (2019: TEUR 147; 2018: TEUR 137) and especially income from 

film funding of TEUR 2,404 (2019: TEUR 664; 2018: TEUR 712). Income unrelated to the accounting year of 

TEUR 174 (2019: TEUR 84; 2018: TEUR 141) is also reported. These can be attributed in part to a release of a 

provision in the amount of TEUR 32 (2019: TEUR 41). 

4. Total output grew annually by about 18% from 2018 to 2020. This is essentially due to the own work capital-

ised for the co-production "Spy City" and a significant rise in sales volumes in 2020. 

5. In its published IFRS income statement Odeon reports the labour costs for project-related staff under the 

labour cost. For tax purposes, in the corporate plan these are stated in the material cost as purchased  

services. To ensure comparability of the historical earnings position, the historical personnel expenses for 

project-related staff (wages, salaries, social security contributions) were shown in the cost of materials in the 

above income statement (2020: TEUR 18,129; 2019: TEUR 17,737; 2018: TEUR 15,680). The transfer has no 

effect on EBITDA or subsequent earnings variables.  
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6. The cost of materials also includes the costs of purchased services and raw materials and consumables. In 

2020 purchased services came to EUR 22,532 (2019: TEUR 22,685; 2018: TEUR 14,403). The rise in production 

volumes during the period under observation is also reflected in a rise in the cost of materials. The year 2020 

essentially includes expenses for the "Letzte Spur Berlin", "Der Staatsanwalt", "Ein Fall für zwei", "Harter Bro-

cken – Der Waffendeal", "Die Füchsin – Treibjagd", "Die Füchsin – Romeo muss sterben", "Schwarze Insel", 

"Neben der Spur ist auch ein Weg", "Die letzte Ausgabe", "Teeniemütter – Wenn Kinder Kinder kriegen", 

"Teenager werden Mütter", "Hartz Rot Gold" and "Armes Deutschland" projects. 

7. As explained in the paragraph before last, the labour cost reported in the above income statement only in-

clude expenses for non-project-related staff (wages, salaries, social security contributions). The rise in pro-

duction volumes is reflected in a rise in personnel expenses in the period under observation. In 2020  

TEUR 5,127 (2019: TEUR 4,217; 2018: TEUR 4,170) of the personnel expenses resulted from non-project- 

related employment. The average personnel costs for non-project-related employees thus comes to around 

TEUR 93 in 2020 (2019: TEUR 96; 2018: TEUR 97). 

8. The other operating expenses essentially comprises expenses for third-party services/personnel, consulting 

expenses, travel expenses, etc. The other operating expenses fell to TEUR 1,297 in 2019. This can be  

attributed to the first-time application of IFRS 16. This means that rental, hire and leasing costs (2018:  

TEUR 488; 2019: TEUR 161) are no longer reported under other operating expenses.  

9. The amortisations, write-downs and depreciation include both scheduled amortisations of capitalised  

licences and scheduled depreciation of fixed assets. The scheduled amortisations of capitalised licences came 

to TEUR 8,137 in 2020, TEUR 7,449 of which related to the completed in-house production "Spy City". In 2019 

the amortisations of licences totalled TEUR 1,031, TEUR 893 of which comprised scheduled amortisation of 

the completed in-house production "Zoros Solo". The other amortisations in 2019 included for the first time 

amortisations of capitalised rights of use (IFRS 16). 

10. Overall, in the 2020 financial year the Odeon Group posted significant negative earnings before interest and 

tax (EBIT) of TEUR -4,174 (2019: TEUR 859; 2018: TEUR 1,497). When comparing results, it should be noted 

that commissioned and in-house productions are presented differently on the balance sheet. In the case of 

in-house productions, own work capitalised is written down after the licence has been sold. The sale also 

realises revenue, so that in a period both own work capitalised and revenue are reported as earnings for one 

and the same project, thereby increasing total output (gross reporting). Commissioned productions, by con-

trast, posted "directly" via revenue and material expense, so that only one posting is considered in the income 

statement. An analysis of the income statement must to that extent take account of the fact that the EBIT 

margin for in-house productions is theoretically lower relative to total output given the higher base than for 

a commissioned production having comparable content and the same profitability. In 2019 this effect  

distorted the EBIT margin due to the greater in-house production. 
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11. The financial results of the Odeon Group stem in particular from the utilisation of project funding lines and 

operating credit lines. In 2018 interest was still being paid for the whole year on the investment loan taken 

out in order to buy Odeon Entertainment Productions. This loan was repaid on 30 June 2019. The less negative 

financial results compared with 2019 can be attributed to the fact that income of TEUR 253 from a forward 

exchange transaction is reported in 2020.  

12. The taxes on income include current taxes on earnings (2020: TEUR 182; 2019: TEUR 347; 2018: TEUR 65) as 

well as deferred tax expenses and income. In 2019 a deferred tax expense arose in particular from the  

reduction in tax loss carryovers resulting from the "harmful" share purchase. With the change of stockholder 

to LEONINE, the existing loss carryovers in the Odeon Group were eliminated in their entirety with effect on 

30 April 2019. Undisclosed reserves at Odeon Fiction (formerly H & V Entertainment GmbH) mean that loss 

carryovers of TEUR 1,768 can continue to be utilised. For materiality reasons, we did not carry out a transfer 

of the other taxes to other operating expenses. 

13. The Odeon Group has achieved significant negative annual results over the last two financial years. 

Adjustments of the historical earnings position were performed in order to draw conclusions from the past about 

expected future results. Ebner Stolz identified normalisation factors that cannot be considered as sustainable 

effects. Following discussions with the management of the Odeon Group and an analysis of the annual financial 

statements, we consider the matters identified and the normalisations undertaken by Ebner Stolz to be  

appropriate. 
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In summary, the following items in the historical analysis were adjusted for valuation purposes: 

1. Changing viewing habits, rapid shift in viewer behaviour, the ongoing boom in series and the cinema crisis in 

2020 have led to an unscheduled impairment of the inventories of TEUR 3,315 due to lack of future exploita-

bility. Among the background factors are the shift in the focus of many free TV stations (e.g. ZDF, ARD,  

ProSieben) away from television dramas and towards series and the reduction in the cinema sector, since 

there is very little likelihood of achieving success in the German cinema market without exclusive contracts 

with star German actors. 

2. The coronavirus pandemic in 2020 led to additional unreimbursed expenses of TEUR 513, particularly due to 

idle-capacity costs associated with the displacement of production (reported in the material expense).  

3. In 2020 there was an unscheduled depreciation of TEUR 806 on the customer base that had been capitalised 

within the scope of an investment (Odeon Entertainment Productions GmbH, Vienna). 

Based on the documents provided and the expert discussions held, we have not found any further material  

special effects that would need to be adjusted in order to assess the earnings position and business valuation of 

the Odeon Group. 

Odeon Group | Adjustment of historical profit and loss statement

Actual Actual Actual CAGR

TEUR FY18 FY19 FY20 FY18-20

Revenues 38,284 39,067 51,520 16.0%

Total output 41,268 49,321 57,069 17.6%

EBITDA 4,696 2,683 5,754 10.7%

EBIT 1,497 859 (4,174) n/a

EBITDA margin in % of revenues 12.3% 6.9% 11.2%

EBITDA margin in % of total output 11.4% 5.4% 10.1%

EBIT margin in % of revenues 3.9% 2.2% (8.1%)

EBIT margin in % of total output 3.6% 1.7% (7.3%)

Adjustment EBITDA

(1) Unscheduled impairment of the inventories  -  - 3,315

(2) Adjustment of unreimbursed material expenses  -  - 513

Sum of Adjustments EBITDA  -  - 3,828

EBITDA (adjusted) 4,696 2,683 9,582 42.8%

EBITDA margin (adjusted) in % of revenues 12.3% 6.9% 18.6%

EBITDA margin (adjusted) in % of total output 11.4% 5.4% 16.8%

Adjustment EBIT

(3) Unscheduled depreciation of activated customer base  -  - 806

Sum of Adjustments (1+2+3)  -  - 4,634

EBIT (adjusted) 1,497 859 460 (44.6%)

EBIT margin (adjusted) in % of revenues 3.9% 2.2% 0.9%

EBIT margin (adjusted) in % of total output 3.6% 1.7% 0.8%
Source: Ebner Sto lz; M anagement info rmation; Deloitte analysis



27 

Deloitte GmbH
Wirtschaftsprüfungsgesellschaft

5.4.2 Planning quality 

An assessment of the planning quality in the past requires a variance analysis of projected and actual results.  

As part of our audit operations, we compared the expectations set out in the plans for the years 2018 to 2020 

with the respective adjusted actual values for the same years. The plan/actual variances thus determined are 

summarised in the following table: 

From 2018 to 2020 there are partly significant variances between the figures projected for the particular year 

and the (adjusted) figures actually achieved. 

At sales and total output level, Odeon consistently overestimated production volumes. The overachievement of 

the total output originally projected for 2019 is largely due to own work capitalised in respect of the  

co-production "Spy City", which amounted to TEUR 8,155. This is also reflected in the correspondingly higher 

material expense. 

The rise in production volumes in 2020 led to the projected personnel costs being exceeded.  

In 2018 to 2020 (adjusted) EBIT always remained below the projections (2020: -77.4%; 2019: -50.4%; 2018: -

10.7%), although the result for 2020 was heavily affected by the effects of the coronavirus pandemic, which could 

not have been predicted at the time of planning. Production came to a complete standstill for six weeks due to 

the pandemic. Some production also had to be postponed to 2021. 

The significant undershoot of the actual compared with the projected figures for key sales and margin ratios 

indicates that the projections can be regarded as ambitious. The high dependency of Odeon on a few clients led 

to some projects being postponed, which – alongside other effects – is partly responsible for the plan/actual 

variances. 

Odeon Group | Plan - Actual - Comparison (adjusted)

FY18 FY19 FY20

TEUR Plan Actual Δ in % Plan Actual Δ in % Plan Actual Δ in %

Revenues 43,149 38,284 (11.3%) 42,318 39,067 (7.7%) 51,808 51,520 (0.6%)

Total output 54,074 41,268 (23.7%) 44,008 49,321 12.1% 76,100 57,069 (25.0%)

Costs of  materials (43,653) (30,815) (29.4%) (35,536) (41,124) 15.7% (55,505) (44,651) (19.6%)

Personnel expenses (4,043) (4,170) 3.1% (3,947) (4,217) 6.8% (4,549) (5,127) 12.7%

Depreciation and amortization (3,364) (3,199) (4.9%) (1,322) (1,824) 38.0% (12,633) (9,928) (21.4%)

Other operating expenses (1,339) (1,587) 18.5% (1,472) (1,297) (11.9%) (1,375) (1,536) 11.7%

Total expenses (52,398) (39,771) (24.1%) (42,277) (48,462) 14.6% (74,062) (61,242) (17.3%)

EBIT (unadjusted) 1,676 1,497 (10.7%) 1,731 859 (50.4%) 2,038 (4,174) (305%)

Adjustments  -  -  -  -  - 4,634

EBIT (adjusted) 1,676 1,497 (10.7%) 1,731 859 (50.4%) 2,038 460 (77.4%)

EBIT margin (adjusted) in % of revenues 3.9% 3.9% 4.1% 2.2% 3.9% 0.9%

EBIT margin (adjusted) in % of total output 3.1% 3.6% 3.9% 1.7% 2.7% 0.8%
Source: Ebner Sto lz valuation report; M anagement information; Deloitte analysis
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5.4.3 Planning process 

Odeon starts the process for planning the next year in September of each year. The short, medium and long-

term operational planning targets for the group are derived from the corporate strategy defined by the Board of 

Directors (strategic top-down approach). In consultation with the commercial directors and the responsible pro-

duction managers, the Board of Directors then draws up the budget for the coming 12 months down to project 

level. The plan is subsequently projected forward another two years with a focus on the income statement. When 

the 2021 budget was being prepared in September 2020, a further two years (2024 and 2025) were added to the 

projection for the first time in order to adapt to the methods used by the LEONINE Group. The planning horizon 

is now 5 years and thus comprises the plan years 2021 to 2025. In its meeting on 2 December 2020, the  

Supervisory Board took note of the income statement prepared in September 2020. 

Following completion of the annual financial statements for the expired financial year, the approved plan is nor-

mally updated in the early part of the following year to take account of the actual figures for the previous year 

and the current estimates for business and project development, particularly by the respective production  

managers, and approved by the Board of Directors. Where material adjustments are required, the Supervisory 

Board was in the past also presented with the updated projections.  

Since the Odeon Group both bears the risk of dependency on key clients and the TV segment and is still impacted 

by the ongoing coronavirus pandemic, despite certain default funds there remains a risk of not inconsiderable 

financial damage, at least part of which will have to be borne by producers, for projects which were begun after 

the first lockdown. What is more, the risk of cost overruns on both in-house and commissioned productions rests 

with Odeon. 

The projections for the 2021 and following budgets created in September 2020 and approved by the Board of 

Directors were accordingly updated in early 2021 on the basis of the actual figures from 2020. This essentially 

reflected the effects of project postponements due to the ongoing coronavirus pandemic and more recent find-

ings in respect of the market and selling conditions. The projections consist of an income statement, working 

capital, investment and financing cash flow for the 2021 to 2025 financial years. 

The updated projections were adopted by the Board of Directors on 27 April 2021 and noted by the Supervisory 

Board on the same date, 27 April 2021. 
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5.4.4 Income statement planning of the Odeon Group 

The plan of the Odeon Group dated 27 April 2021, which Ebner Stolz used as the basis for its business valuation, 

is summarised in the following table:  

The projected income statement comprises both commissioned productions (fiction, non-fiction and  

entertainment) and in-house productions (fiction). In the past the Odeon Group largely created commissioned 

productions, but more in-house productions are planned for the future due to the changing market environment. 

The following accounting-related differences with regard to commissioned and in-house productions must be 

taken into consideration when analysing the projected figures: 

1. Net reporting for commissioned productions: Revenue is realised pro rata according to the percentage of 

completion. 

2. Gross reporting for in-house productions: Expenses incurred for in-house production are initially capitalised 

on the earnings side as own work capitalised (self-created programme assets). On completion of the  

production, sales proceeds from the licensing of programme rights are reported as revenue. Film funding in 

connection with in-house production is recorded as other operating income.  

Odeon Group | Plan profit and loss statement

Actual Plan Plan Plan Plan Plan CAGR

TEUR FY20 FY21 FY22 FY23 FY24 FY25 FY20-25

Revenues 51,520 65,500 65,502 76,140 71,968 73,072 7.2%

Other operating income 3,590 1,448 3,678 4,570 3,652 3,688 0.5%

Increase or decrease in finished goods, invetories and w ork in process 922 460  -  -  -  - n/a

Ow n w ork capitalised 1,036 13,591 16,078 17,026 18,518 18,704 78.4%

Total output 57,068 80,999 85,257 97,736 94,138 95,464 10.8%

Costs of materials (40,824) (65,579) (62,051) (56,807) (64,107) (65,064) (9.8%)

Personnel expenses (5,126) (5,683) (5,868) (5,805) (5,863) (5,922) (2.9%)

Depreciation and amortization (9,122) (5,442) (13,508) (29,045) (18,876) (19,065) (15.9%)

Other operating expenses (1,536) (2,117) (2,378) (2,373) (2,397) (2,421) (9.5%)

EBIT (adjusted) 460 2,177 1,453 3,706 2,895 2,993 45.4%

Revenue grow th 31.9% 27.1% 0.0% 16.2% (5.5%) 1.5%

Grow th - total output 15.7% 41.9% 5.3% 14.6% (3.7%) 1.4%

Costs of materials in % of total output 71.5% 81.0% 72.8% 58.1% 68.1% 68.2%

Personnel expenses in % of total output 9.0% 7.0% 6.9% 5.9% 6.2% 6.2%

Depreciation and amortiation in % of total output 16.0% 6.7% 15.8% 29.7% 20.1% 20.0%

Other operating expenses in % of total output 2.7% 2.6% 2.8% 2.4% 2.5% 2.5%

EBIT margin in % of revenues 0.9% 3.3% 2.2% 4.9% 4.0% 4.1%

EBIT margin in % of revenues + other operating income 0.8% 3.3% 2.1% 4.6% 3.8% 3.9%

EBIT margin in % of total output 0.8% 2.7% 1.7% 3.8% 3.1% 3.1%
Source: M anagement information
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On the one hand, the expenses incurred for production are recorded on the expense side. On the other, a 

decline in the value of the capitalised programme assets ("other own work capitalised") is recorded to reflect 

the licensing reported as revenue. The decline in value is recognised in the amortisations and depreciation. 

3. When interpreting the income statement, it should be noted that the gross reporting for in-house  

productions means the EBIT margin related to total output is theoretically lower than when compared with 

a financially similarly profitable commissioned production. For this reason the EBIT margin relative to revenue 

(plus the other operating income from film funding) provides a better basis for comparing margins. 

In 2021 a rise in revenue and total output compared with the previous year is expected. This rise is primarily 

attributable to production postponements due to COVID-19, particularly the loss of shooting and interviews. It 

is expected that knock-on effects from productions originally planned for 2020 will also be felt in subsequent 

years. Eliminating pandemic-related postponements from the previous year, the Board of Directors of Odeon 

anticipates a moderate rise in revenue in 2021 as well as a moderate rise in total output compared with the 

previous year. The current assumption is that an in-house production (e.g. "Die Berufung", "Die Saat") will not 

lead to licensing income until the 2023 plan year. Revenue plus other operating income (film funding) is projected 

to grow at an average annual rate of about 14% from 2020 to 2023. In the 2023 plan year it is expected that an 

unusually high number of in-house productions will be completed due to the above knock-on effects, which 

should in turn lead to a sharp rise in revenue. Based on existing capacities, it is projected that three in-house 

productions a year (1x series, 1x serial, 1x cinema film) will be realised from 2024.  

As a result of project postponements and the associated fall of some MEUR 6.0 in commissioned production 

volumes in 2023, the higher level from 2022 (including the budgeted margin on commissioned production in 

2022) is assumed for sustainable commissioned production from 2024. 

The share of non-fiction and entertainment productions in revenue came to about MEUR 6.9 in 2020. This figure 

is projected to double to around MEUR 14.0 by 2024. In the entertainment segment, detailed projections only 

exist for the 2021 plan year because it is not possible to make specific forecasts about individual productions 

more than six months in the future. The expected rise in sales volumes is to be realised through additional  

commissioned productions for RTL2, the main client for entertainment productions, and the creation of  

substantial content in the digital segment. 

Given the greater in-house production, additional revenue from rights management is expected from 2024.  
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The other operating income is primarily made up of the anticipated film funding connected with in-house  

productions. This is above the average amounts historically received due to the increase in planned in-house 

productions in the detail planning period compared with the past. 

The projected material expense contains the expected costs for purchased services in connection with the  

production activities for commissioned and in-house productions. The expected changes in material expense 

reflect the planned changes in contribution margins at project level. 

The planned labour cost considers the anticipated expenses for non-project-related staff. It is assumed that there 

will be only a slight increase in the number of people not employed on specific projects despite the planned rise 

in production. The personnel expense ratio relative to total output and revenue declines over the planning pe-

riod. This can be explained by the greater planned utilisation of non-project-related staff and economies of scale 

in personnel costs. 

In addition to the scheduled depreciation of property, plant and equipment and intangible assets, the scheduled 

depreciation essentially includes write-downs on the programme assets corresponding to the expected  

realisation proceeds in connection with in-house productions. 

The other operating expenses largely consist of office and IT costs. The expected increase in IT costs compared 

with the past can be explained by investment in modern IT equipment. 

A significant rise with regard to EBIT is expected by 2023. The years 2022 and 2023 are distorted by the  

knock-on and special effects of projects being postponed. EBIT for the 2024 plan year is consequently expected 

to lag behind the expected EBIT for 2023. The EBIT margin projected for the end of the planning period is  

significantly above the margins realised in 2019 and 2020 in respect both of total output and revenue. 

To analyse the material, external planning plausibility, we compared the projected development of the revenue 

of the Odeon Group with the corresponding figures for peer enterprises (cf. section 5.5.4). It should be borne in 

mind that there are 2025 estimates from analysts for only two peer enterprises. The following diagram shows 

the comparison for the years 2019 to 2025.  
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Given the number of years and cyclical nature of the projects as well as COVID-19-related postponements, it is 

difficult to make a meaningful comparison with the peer group in the individual years. This is particularly the case 

for 2024. The expected decline in the growth rate compared with the 2023 plan year stems from the considerable 

number of projects being postponed to 2023 due to the pandemic. Production volumes should reach a normal 

level in the 2024 plan year. Looking at the average annual growth rate of the Odeon Group from 2020 to 2025 

with a CAGR of about 6.9% (relative to revenue plus special effects), this is consistent with the projections offered 

by the analysts for the peer enterprises.  

There is little point in comparing profitability with the international peer group enterprises because of regional 

differences (e.g. film funding), so neither the appraiser nor our audit operations did so. 

As part of our planning plausibility checks, we analysed the detailed project planning for the main production 

projects down to contribution margin level and compared them with the comparable historical returns. In  

conclusion, it can be stated that the planned returns are consistent with or even partially above the bandwidths 

of projects realised in the past and will climb over time. 

We also analysed the aggregation of the individual projects at the level of the individual companies of the Odeon 

Group and the consideration of administrative costs at the respective company level in detail and compared 

them with margins and cost ratios of the past. 

To enable a statement on the profitability of the Odeon Group, we verified the planned contribution/ 

consolidation effects between the individual plans at company level in addition to the data flow of the project 

and corporate plans. 
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Material items of the projected balance sheets were analysed. The working capital was checked for plausibility 

against historical ratios relative to revenue (plus other operating income) and the planned programme assets 

were compared against the expected own work capitalised and depreciation and amortisation. 

Taking the margins realised in the past into account, the projected sustainable profitability of the Odeon Group 

of around 4% is above the operational profitability achieved historically. Given regional profitability differences, 

a comparison with the international peer group cannot be used as a yardstick. 

5.4.5 Result of the planning plausibility check 

Based on the documents made available to us, the information and explanations on the plans that were provided 

by the management and the analyses we performed, we consider the planning of the Odeon Group to be correct 

and formal in terms of numbers and plausible materially, internally and externally. When compared with the 

historical actual figures of the company, and given continuing pressure on margins from clients, the uncertain 

effects of changes on the market and the background of statements by the management, we consider the  

projected results overall to be ambitious. 

5.4.6 Extension of the projections 

Financial result 

The financial result was determined on the basis of integrated capital requirements planning. The capital  

requirements projection is based on the planned development of net current assets assuming a distribution of 

50% of the net profit for the year. 

The interest-bearing share capital and liabilities on 31 December 2020, amounting to TEUR 12,887, were taken 

as the starting point for determining the financial result. 

The terms available to Odeon for its two financing lines with DZ-Bank – a project funding line and an operating 

credit line – (with a total callable volume of MEUR 33) were taken into consideration when deriving the net 

interest. The underlying interest rates are calculated on the basis of the current terms (Euribor plus supplement 

for the project line and for the operating credit line). 

The guarantees given by Odeon to clients are also considered at constant amounts in the plan. 

In addition, on 31 December 2020 there were pension provisions in the amount of TEUR 474 relating solely to 

former executives of subsidiaries now retired. They are balanced in the net debt.  
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Under the key date principle, financial surpluses which had already accrued to the owners of the enterprise or 

the use of which had already been decided are no longer to be considered when deriving the enterprise value. 

According to the management, there are no plans to distribute a dividend for the 2020 financial year. This means 

there is no requirement to segregate in this regard. 

Tax expense 

The taxes on earnings comprise trade tax, corporation tax and the solidarity supplement on the corporation tax 

that is applicable on domestic income, and foreign corporation taxes. The loss carryovers existing on  

31 December 2020 which accrued after the acquisition of LEONINE in 2019 have been taken into direct consid-

eration when calculating the projected tax to be paid. This integrated consideration of the loss carryovers in the 

discounted earnings value precludes the recognition of a special asset in order to avoid double counting in the 

valuation. We consider this procedure to be appropriate. Where loss carryovers have not yet been utilised in full 

by the end of the detail planning period, the tax advantage was considered as an annuity when determining the 

sustainable result of the years 2026 and following. 

This produces the following income statement: 

Odeon Group | Plan profit and loss statement

Plan Plan Plan Plan Plan

TEUR FY21 FY22 FY23 FY24 FY25

Revenues 65,500 65,502 76,140 71,968 73,072

Other operating income 1,448 3,678 4,570 3,652 3,688

Increase or decrease in f inished goods, invetories and w ork in process 460  -  -  -  - 

Ow n w ork capitalised 13,591 16,078 17,026 18,518 18,704

Total output 80,999 85,257 97,736 94,138 95,464

Costs of materials (65,579) (62,051) (56,807) (64,107) (65,064)

Personnel expenses (5,683) (5,868) (5,805) (5,863) (5,922)

Depreciation and amortization (5,442) (13,508) (29,045) (18,876) (19,065)

Other operating expenses (2,117) (2,378) (2,373) (2,397) (2,421)

EBIT 2,177 1,453 3,706 2,895 2,993

Financial result (431) (561) (483) (360) (348)

EBT 1,746 892 3,222 2,534 2,645

Taxes on income (108) (7) (296) (206) (420)

Net income (-loss) 1,638 885 2,926 2,328 2,225
Soure: M anagement info rmation
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Balance sheet planning 

The focus of the planning of Odeon is on the income statement down to operating result (EBIT) level. As in the 

past, Odeon has not produced a detailed, fully integrated projection with regard to the other items on the income 

statement down to annual net income or a simultaneous linkage of projected balance sheets, income statements 

and cash flow statements.  

Since there were no complete and reliable balance sheet projections, but these are necessary for an objectified 

derivation of depreciation, amortisations, financial results and required reinvestment, Ebner Stolz prepared a 

projected balance sheet in cooperation with the management of Odeon. This was approved by the Board of 

Directors (as part of the overall planning) and noted by the Supervisory Board. This procedure is consistent with 

the professional standards for verifying the plausibility of plans.13

On 31 December 2020 Odeon reported property, plant and equipment of around TEUR 121, largely comprising 

operating and office equipment. In addition, Odeon recognises various contracts (leases for buildings and vehi-

cles which are classed as leases under IFRS 16) as rights-of-use assets with a book value of TEUR 912. 

Investment in property, plant and equipment (operating and office equipment) for the 2021 to 2024 plan years 

is expected to be in line with the level for 2020.  

The company projected net current assets on the basis of historical ratios. The net current assets of Odeon in-

clude: 

a) inventories; 

b) operating, non-interest-bearing assets (trade receivables, other current assets and other receivables),  

receivables from taxes on income and contract assets; 

c) less operating liabilities (trade payables, other liabilities and deferred items + contract liabilities + income 

tax liabilities + other current provisions).  

The net current assets are projected relative to revenue plus other operating income (film funding). The ratios 

of the last three years 2018 to 2020 are in principle constantly updated into the future. The company considers 

recourse to historical ratios to be appropriate because no material changes in the future are discernible.  

We consider the chosen approach to be reasonable given the size of the company and its business model. 

13 Cf. IDW Practice Statement 2/2017. Beurteilung von Unternehmensplanungen, no. 13. 
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5.4.7 Adjustment in the terminal value 

The planning update carried out in early 2021 included an update of the 2024 and 2025 plan years with regard 

to the reliable derivation of an expected sustainable production and margin level. According to the management, 

it is only possible to plan specifically foreseeable projects in the fiction segment up to the 2023 plan year. The 

2024 and 2025 years were planned from typical reference projects on the basis of a flat-rate updating of the 

2023 plan year, the last plan year to have actual projects. 

As a result of COVID-19-related project postponements, the 2021 to 2023 plan years still have knock-on effects, 

so that a flat-rate updating of this year in order to plan the following years does not appear appropriate. In 

consequence, the plans for the 2024 to 2025 years were adjusted in order to eliminate the COVID-19-related 

distortions by updating the 2023 base year. 

From 2024 three in-house productions a year are to be realised with the existing and planned production  

capacities. It is also expected that the three planned in-house productions will be sustainably supported by film 

funding.  

Following a decline in the projected sales volume for commissioned productions in the fiction segment from 2022 

to 2023, the planned sales volume from the 2022 plan year is regarded as sustainable. As for profitability in the 

fiction segment, the plans show a contribution margin from 2024 that is consistent with the past and the 2021 

to 2023 plan years. 

Regarding the share of non-fiction and entertainment productions of the Odeon Group, revenue is expected to 

double to around MEUR 14.0 by 2024. For the entertainment segment, there is only a plan at individual project 

level for the 2021 plan year. In the long term, the entertainment segment is assumed to deliver an improved 

profitability that has never yet been reached in the past. 

To determine the sustainable results for the years 2026 and following (terminal value), Ebner Stolz projected the 

expense and earnings items from 2025 at a growth rate of 1.0%. This gives an unchanged EBIT margin (relative 

to revenue plus special effects) of 3.9% compared with the last plan year of the transition phase.  

The return on equity in the terminal value is above the recognised capital costs. There is no suggestion that the 

results level of the terminal value has been set unreasonably low. 

It is our view that the derivation of the sustainably achievable results of the Odeon Group that were determined 

by Ebner Stolz when calculating the terminal value is reasonable. 
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5.4.8 Derivation of the earnings to be capitalised 

The discounted earnings value of the Odeon Group was determined using the phase method. The presented 

planning data for the Odeon Group were available for the detail planning phase from 2021 to 2025. Sustainable 

earnings which also represent the terminal value are assumed from 2026. 

For the detail planning phase, the appraiser applies a dividend payout ratio of 50%, which is also reflected  

accordingly in the balance sheet projections. The use of the reinvested amounts has thus been appropriately 

considered.  

In the terminal value, the dividend payout practice of Odeon is assumed to be equivalent to that of the alternative 

investment. For the reinvested amounts, net present value-neutral use has been assumed. The appraiser consid-

ers a sustainable dividend payout ratio of 50% of the annual net income in the terminal value. This corresponds 

to the usual procedure for business valuations. 

To derive the net inflows to the typical stockholders, the dividend payouts must in principle be reduced by their 

personal (income) taxes. In Germany dividend payouts and realised price gains are subject to withholding tax at 

the rate of 25.0% plus 5.5% solidarity supplement (together around 26.38%). In valuation practice, the tax on 

proceeds from sales is assumed to be half the tax rate, i.e. 12.5% plus 5.5% solidarity supplement (together 

around 13.19%), for the contribution from reinvested amounts in the terminal value. 

Net cash flow to Odeon Group shareholders

Detail planning phase TV

TEUR 2021 2022 2023 2024 2025 2026ff.

Net income (-loss) 1,638 885 2,926 2,328 2,225 1,801

Earnings retention (819) (442) (1,463) (1,164) (1,112)  - 

Grow th retention  -  -  -  -  - (19)

Payout potential (1) 819 442 1,463 1,164 1,112 1,783

Taxation of dividends (2)  -  -  -  -  - 139

Taxation of capital gains (3)  -  -  -  -  - 145

Net income (1) - (2) - (3) 819 442 1,463 1,164 1,112 1,499

Source: Valuation model Ebner Sto lz  
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On 31 December 2020 Odeon had MEUR 23.5 in its contributions account for tax purposes. According to sec. 

27 (1) KStG, the distributions of profits reduce the contributions account for tax purposes regardless of their 

classification under commercial law if they exceed the distributable profit determined at the close of the previous 

financial year (repayment of contributions). A distributable profit within the meaning of sec. 27 KStG is regarded 

as the equity recognised on the tax balance sheet reduced by the subscribed capital less the balance on the 

contributions account for tax purposes. As a result, the planned dividend payouts (under commercial law) are to 

be classed in tax terms as a tax-free repayment of contributions. The proposed dividend payouts are therefore 

not reduced by the personal income tax in the detail planning period. The present value of the tax benefit of the 

tax-free payout (repayment of contributions) remaining beyond 2025 is considered as an annuity in the terminal 

value, so that the withholding tax on dividends in the terminal value is below the rate of 26.38%. This procedure 

properly reflects the circumstances of the company and is therefore appropriate.  

The growth in the terminal value "automatically" leads to annual increases in the stock market value and  

enterprise value at the amount of the growth rate. This increase in value - like the value contribution from  

reinvestment - is subject to withholding tax plus solidarity supplement if realised after the typical holding period. 

The appraiser has accordingly considered this personal income tax burden from the inflation-related increase in 

the enterprise value in their valuation calculations. The inflation-related enterprise value increase of the terminal 

value is calculated as a product of the company-specific growth rate and the present value of the net income in 

the base year of the terminal value. The typified tax rate on the proceeds of sale of 13.1875% is applied to this 

amount. This gives an amount to be considered of approx. TEUR 215 and resulting personal taxes of around  

TEUR 28. OLG Frankfurt (ruling of 8 September 2020 - 21 W 121/15, ruling of 3 November 2020 – 21 W 76/19) 

considers this procedure to be fundamentally appropriate. OLG Munich (ruling of 3 December 2020 – 31 Wx 

330/16) even considers it preferable to disregarding the taxation of inflation-related increases in value. Other 

courts (e.g. LG Munich I or LG Dortmund) do not yet share this view. Given the above OLG rulings, we consider 

the chosen method to be defensible. 

5.5 Discount rate 

5.5.1 General 

The discounted earnings value is determined by discounting the future expected net distributions at a discount 

rate on the valuation cut-off date. In economic terms, the discount rate represents the decision option of an 

investor who compares the return on their investment in the entity being valued with the return on a  

corresponding alternative investment in shares.  
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Capital market returns on corporate investments (in the form of an equity portfolio) are taken as the starting 

point for determining alternative returns. In valuation practice (cf. IDW S 1 no. 115) these shareholder returns 

are broken down into a risk-free base rate (risk-free capital market investment) and a risk markup demanded by 

the stockholders for assuming the entrepreneurial risk. This division can be performed using capital market  

models, such as in particular the (Tax) Capital Asset Pricing Model (CAPM or Tax CAPM) (cf. IDW S 1 no. 118 f.). 

According to the CAPM, the expected returns after typified tax on income is stated as the sum of the risk-free 

base rate and a risk premium which is transformed into a company-specific risk premium by means of the  

company-specific beta factor. 

As explained in section 4.1.2, the valuation was performed on the assumption of a typical stockholder. Their 

typified personal income taxes must therefore be taken into consideration when determining the financial sur-

pluses and the discount rate. 

5.5.2 Base rate 

According to IDW S 1, the usual interest rate in that country for a (quasi-) risk-free capital market investment 

must be taken as the starting point for determining the base rate. The achievable long-term yield on public bonds 

is therefore normally assumed for the base rate. Determination of the base rate is to take into consideration the 

fact that the investment in the entity being valued must be compared with an alternative investment having a 

similar maturity, so the base rate must be an appropriate interest rate (matching maturity). 

If an entity of indefinite duration is being valued, as is the case here, base interest rate would therefore have to 

be the return observable on the valuation cut-off date from an investment in risk-free public sector bonds with 

no time limit. If there are no such securities, it is recommended that the base rate be derived on the basis of 

current yield curves and projects extending beyond that period.  

For objectivity reasons, the Technical Committee for Business Valuation and Business Management (Fachauss-

chuss für Unternehmensbewertung und Betriebswirtschaft, FAUB) recommends using the published yield data 

of the German Bundesbank as the data basis.14 These are estimates determined from observable current yields, 

i.e. on federal bonds, federal notes and federal treasury notes, by the Bundesbank using the Nelson-Siegel- 

Svensson method. These parameters allow daily yield curves to be derived on the basis of traded federal bonds 

with maturities of up to 30 years. For the % estimation of zero bond interest rates extending beyond 30 years, 

the calculated zero bond rate with a maturity of 30 years is applied as a sustainable estimate. Taken together, 

the suitable zero bond factors derived from the yield curve ensure that the principle of matching maturity is kept. 

The theoretical returns on bonds with an infinite maturity can thus be approximated from the existing yield 

curve. 

14  Cf. German Bundesbank. https://www.bundesbank.de/de/statistiken/geld-und-kapitalmaerkte/zinssaetze-und-rendi-
ten/taegliche-zinsstruktur-fuer-boersennotierte-bundeswertpapiere-650724. 
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We derived the base rate from the yield curve for German government bonds. To smooth out short-term  

fluctuations in the market, the FAUB also recommends using not only the zero bond yields estimated on the 

valuation cut-off date, but also period-specific average yields from the three months preceding the cut-off date.  

In valuation theory, the expected net distributions of each period are to be discounted at the respective interest 

rate matching the maturity. For reasons of practicality, a uniform present value interest rate matching the  

present value is applied. The FAUB recommends rounding this rate down to 0.1 percentage points if it is below 

1.0%.15 The valuation follows the FAUB recommendations and the principles of case law. Rounding gives a  

standard base rate on 7 May 2021 of 0.2% less personal typified tax of 26.375%, i.e. 0.15%, which was then used 

as the basis for the valuation.  

Ebner Stolz followed the FAUB recommendations. We verified the calculations to 7 May 2021 ourselves and 

ascertained that the base rate before and after personal tax according to the FAUB recommendations (less  

personal typified taxes of 26.375%) was 0.2% and 0.15% respectively. 

5.5.3 Market risk premium 

An investment in bonds of a company comes with a higher risk than an investment in fixed-interest securities. In 

contrast to investments in risk-free government bonds, the expected long-term yields on which are reflected in 

the base rate, an investment in a company is uncertain in terms both of amount and of the distribution of planned 

income over time. Market participants can cover the uncertainties relating to risks and opportunities of an  

entrepreneurial exposure and to the future pattern of payment flows by applying risk markups on the interest 

rate of a risk-free investment. It is not the subjective risk inclination of individual stockholders that is relevant 

here, but the general behaviour of the market.  

15  Cf. supplementary notes of the FAUB on determination of the base rate in objectified business valuations. IDW F&A to 
IDW S1 as amended 2008, p. 6. 
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Risk premiums can be derived from the equity returns empirically determined on the capital market. In its  

standard form the CAPM represents a capital market model in which capital costs and risk premiums are pre-

sented without considering the effect of personal income taxes. The market risk premium is calculated from the 

difference in returns between investments in equities and risk-free investments. 

The FAUB committee of the IDW keeps trends on the capital markets under continuous observation in order to 

review the appropriateness of its capital costs recommendations. Over recent months the base rate has been 

near zero, sometimes even negative. In such an interest rate environment, this means that the market risk  

premium roughly corresponds to the total expected return on an equity portfolio. The FAUB has accordingly 

considered whether such a low total expected return can be reconciled with observable market data.  

The FAUB calculated the total returns by adopting a pluralistic approach taking account of historically measured 

equity returns, real long-term equity returns and implicit capital costs determined by ex ante analyses from the 

market capitalisations of DAX companies. Its analyses point to a slight decline in the total return over time,  

particularly in the shorter period since 2021/13. However, this had no relationship with the fall in yields on  

German government bonds. In the FAUB's estimation, the total return given a cautious overall assessment of all 

analyses is instead nominally in a bandwidth of 7-9%, which is also backed up by the latest Bundesbank studies. 

In its meeting of 22 October 2019 the FAUB consequently raised its estimations of the market risk premium. It 

now recommends applying a market risk premium before personal tax in the bandwidth of 6.0% to 8.0%. Given 

the background of the applicable withholding tax system, objective business valuations are to use a market risk 

premium after personal tax of 5.0% to 6.5% (mean 5.75%).16

The FAUB has also given thought to whether the COVID-19 pandemic is having effects on capital costs. Since its 

estimations of a reasonable market risk premium are based on long-term assessments, while short-term  

fluctuations and possible exaggerations are to be classified as momentary and not necessarily long-term  

indicators of mood, it does not at present see any cause to row back on its capital costs recommendation of 

25.10.2019.17

The appraiser has followed this advice and set a market risk premium after personal tax for the Odeon Group of 

5.75%, in the middle of the bandwidth recommended by the FAUB. 

16  Cf. IDW. Neue Kapitalkostenempfehlungen des FAUB vom 25.10.2019. available at https://www.idw.de/idw/idw-aktu-
ell/neue-kapitalkostenempfehlungen-des-faub/120158 

17  Cf. Technical Notice of the Technical Committee for Business Valuation and Business Management 
 (FAUB): Auswirkungen der Ausbreitung des Coronavirus auf Unternehmensbewertungen vom 25.03.2020, available at: 

https://www.idw.de/blob/122884/2316fb82457e82143445b8d0740a3e89/down-corona-faub-fachlhinw-ubewertung-
data.pdf 
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Given the situation on capital markets at present, current interest rates and publications of professional bodies, 

we consider a market risk premium of 5.75% to be reasonable. 

5.5.4 Beta factor 

According to both the CAPM and the Tax CAPM, the company-specific risk premium is determined from the 

product of the risk market premium and what is known as the beta factor. The beta factor reflects the relative 

risk of a specific share compared with the entirety of all shares (market portfolio). The company-specific beta 

factor is calculated from the covariance between the equity return of the entity being valued and the return on 

the market portfolio, divided by the variance of the returns on the market portfolio. A beta factor greater than 

1.0 means an above-average risk compared with the market as a whole, a beta factor less than 1.0 a below-

average risk. 

For the purposes of a business valuation, it is not the empirically ascertainable historical value that is to be ap-

plied, but rather a projected future value. In order to avoid unrepresentative fluctuations due to short-term 

developments, the empirical analyses must take place of a sufficiently long period of time that can also be  

regarded as representative for the future risk of the company. 

The beta factor can be estimated on the basis of  

 the historical movement of the stock exchange price of the entity being valued, or  

 that of a group of peer entities, or  

 general considerations on the individual company risk in comparison with the risk of the market portfolio (cf. 

OLG Frankfurt a. M. of 5 February 2016 – 21 W 69/14; OLG Frankfurt a. M. of 29 January 2016 – 21 W 70/15; 

OLG Karlsruhe, ruling of 13 May 2013, 12 W 77/08 (13), legally binding).

As Odeon is traded on the stock market, it is possible to calculate the beta factor based on capital market data. 

Ebner Stolz derived the beta factor of Odeon on the basis of data provided by financial information provider 

Bloomberg. The regression analyses were performed by varying the index (local vs. global), the observation  

period (2 vs. 5 years) and the return interval (weekly vs. monthly). The date the structural measure was an-

nounced (1 February 2021) was taken as the end point of the stock prices considered.   

Unlevered beta factor (raw) - Odeon Film AG

2yw 5ym 2yw 5ym

Odeon Film AG 0.64 0.11 0.91 0.32
Source: Ebner Sto lz

Local index MSCI World



43 

Deloitte GmbH
Wirtschaftsprüfungsgesellschaft

Ebner Stolz also determined the bid-ask spread for the Odeon share over a period of four years (relative to yearly 

tranches). 

In the four-year period under consideration, the bid-ask spread for the Odeon share was well above that of the 

peer group. Ebner Stolz ultimately concludes that the company-specific beta factor is not suitable for measuring 

the operational risk of Odeon. 

Based on our own analyses of the beta factors of Odeon in respect of significance criteria (t test), the lack of 

suitability of the stock market price as an indicator of market value (cf. section 4.2.3) and the spread, we consider 

the conclusion and assessment of Ebner Stolz to be appropriate. 

To determine the beta factor, Ebner Stolz first identified listed peer companies – based on Bloomberg research 

and on discussions with Odeon – which can be regarded as comparable with the Odeon Group or competitors of 

the Odeon Group in terms of their business activities. The peer group determined by Ebner Stolz includes  

production companies and those broadcasters in the industry which also carry on production activities. Statistical 

analyses were also performed, and the bid-ask spreads were analysed in closer detail. The beta factors of these 

peer companies were then derived and analysed on the basis of a regression of the monthly and weekly equity 

returns of the last five and two years on a broad local and global index respectively using financial data provided 

by Bloomberg. Ebner Stolz also used the following peer companies to derive the beta factor: 

Bid-ask spread - Odeon Film AG

1 year 2 year 3 year 4 year

Odeon Film AG 12.31% 42.23% 31.70% 21.35%

Peer group (average) 0.36% 0.27% 0.25% 0.25%
Source: Ebner Stolz

Unlevered beta factor (Ebner Stolz) - Odeon Group

2yw 5ym 2yw 5ym

AMC Netw orks Inc. 0.63 0.88 0.63 0.92

Atresmedia Corporación de Medios de Comunicación, S.A. 0.72 0.95 0.45 0.93

CJ ENM CO., Ltd. 0.85 0.58 0.85 0.77

ITV plc 1.44 1.75 1.66 1.98

Métropole Télévision S.A. 0.77 1.29 0.66 1.26

Mondo TV S.p.A. 0.92 0.92 1.14 1.65

Television Broadcasts Limited 0.79 0.94 0.83 1.15

Télévision Française 1 Société anonyme 0.79 1.14 0.69 1.13

Tohokushinsha Film Corporation 0.78 0.54 0.68 0.52

ViacomCBS Inc. 0.87 1.14 0.97 1.26

The Walt Disney Company 0.92 1.02 1.03 1.09

Xilam Animation 0.58 0.91 0.67 1.15

Average 0.84 1.01 0.85 1.15

Source: Ebner Stolz

Local indices MSCI World
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Company-specific circumstances must be taken into account when calculating the beta factor. It is therefore 

essential to eliminate the financing risks contained in the observed data ("unlevering" or "unindebted") in order 

to arrive at only the operational risks. For unlevering, it was assumed that the receivables of lenders are at risk 

of default, with a debt beta being considered accordingly. In addition, tax benefits from the outside financing 

were regarded as uncertain and thus calculated using uncertain tax shields. 

According to IDW S 1, the beta factor must be estimated on a forward-looking basis. The starting point for  

projecting the beta factor is determined from empirical data. To that extent the procedure adopted by Ebner 

Stolz in its expert valuation report conforms to standard valuation practice. The analysis of the peer companies 

over a number of parameters gave mean/average values for the unlevered beta factors in a bandwidth between 

0.84 and 1.15. The appraiser accordingly applied an unlevered beta of 0.90 for the valuation.

For our plausibility check, we determined a peer group of companies ourselves. To that end we obtained a longlist 

of potential peer companies based on industry classification, sector affiliation and country of registration. A 

shortlist of the most comparable of the above companies was then selected based on an analysis of the business 

activities, with the main focus being put on the production of content such as films, series and TV shows. This 

shortlist contains six of the peer companies identified by Ebner Stolz and three other companies. The different 

peer companies that we and the appraiser used are based on a sometimes deviating focus on criteria regarding 

operational comparability (with consideration of broadcasters) and liquid trading.  

For the purposes of verifying the plausibility of the beta factor calculated by Ebner Stolz and deriving our own 

beta factors, we performed a regression of the weekly equity returns of our peer companies over the last two 

years and their monthly equity returns over the last five years, in each case against a broad local index and the 

MSCI World Index.  

Unlevered beta factor - Odeon Group

2yw 5ym 2yw 5ym

Atresmedia Corporación de Medios de Comunicación, S.A. 0.72 0.95 0.45 0.93

CJ ENM CO., Ltd. 0.85 0.58 0.85 0.77

Mondo TV S.p.A. 0.92 0.92 1.14 1.65

Tohokushinsha Film Corporation 0.78 0.54 0.68 0.52

Xilam Animation 0.58 0.91 0.67 1.15

Mondo TV France Société Anonyme 0.88 n/a 1.21 n/a

Pantaflix AG 1.12 1.90 1.02 2.28

Splendid Medien AG 0.78 0.91 0.89 1.10

AMC Netw orks Inc. 0.63 0.88 0.63 0.92

Minimum 0.58 0.54 0.45 0.52

Average 0.81 0.95 0.84 1.16

Median 0.78 0.91 0.85 1.01

Maximum 1.12 1.90 1.21 2.28

Source: Ebner Stolz (B loomberg), S&P Capital IQ, Delo itte analysis

n/a = no t available, no t meaningful or not significant

Local indices MSCI World
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The results obtained from the different peer companies are comparable to a high degree. The unlevered beta 

factor of 0.90 applied by Ebner Stolz lies in the bandwidth we determined after considering different means 

(averages and medians) and can therefore be regarded as reasonable. 

To determine the levered beta factor, the unlevered beta factor previously determined is adjusted to the  

company-specific circumstances of the Odeon Group, particularly with regard to the debt-to-equity ratio. Ebner 

Stolz considered a debt beta, thus assuming that the lenders assume some of the operational business risk. The 

consideration of a debt beta is based on the premise that the lenders demand a base rate higher than the  

risk-free base rate as compensation for the assumed systematic risk in the form of a probability of default and 

hence achieve a risk premium. Leasing liabilities, pension provisions, liabilities to banks, liquid assets and cash 

equivalents are considered as elements of the interest-bearing outside capital. The debt beta is calculated as the 

difference between average borrowing costs and risk-free base rates relative to the market risk premium, in each 

case after personal taxes. The calculated debt beta must be taken into consideration when deriving the levered 

beta factor from the unlevered beta factor ("relevering"). 

The use of a debt beta considers the practical assumption of operational risk with rising indebtedness by lenders 

and avoids risks being double counted when adjusting the discount rate to the capital structure of the entity 

being valued. All other things being equal, the equity costs then turn out a little lower by comparison with  

adjustment to the financing structure without debt beta. 

The higher levered beta factors and hence equity costs in the years 2022 and 2023 are the outcome of the higher 

borrowing requirements – particularly for film production – and the associated temporary increase in debt-to-

equity ratios.  

We have verified the derivation of the unlevered beta factor from the peer group that was taken as a basis for 

valuing the Odeon Group and the derivation of unlevered to levered beta factors, including determination of the 

debt beta, and recalculated them ourselves. We consider the beta factors applied and the calculations to be 

reasonable and appropriate. 

Derivation of unlevered beta factor - Odeon Group

Detail planning phase TV

2021 2022 2023 2024 2025 2026ff.

Unlevered beta factor 0.90 0.90 0.90 0.90 0.90 0.90

Leverage (start of period) 72.5% 127.9% 139.9% 81.6% 78.7% 72.4%

Levered beta factor 1.36 1.72 1.79 1.42 1.40 1.36

Source: Valuation model Ebner Sto lz 
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5.5.5 Terminal growth discount 

The growth of the company's expected future results must also be taken into consideration in the business  

valuation. While the income from fixed-interest securities which is used to determine the base rate remains 

nominally constant over their term, regardless of future inflation (and therefore has a declining purchasing 

power), in certain circumstances companies can achieve rising future earnings despite inflation. This is  

considered by including a growth discount in the discounting factor. The contribution of the company's payment 

surpluses which arise over the time of the detail planning period is stated at the present value of a terminal value 

for the purposes of valuation. 

The growth discount is appropriate if the future earnings are planned on the basis of the prices on the valuation 

cut-off date, i.e. as a real variable. A nominal growth is not considered in the future earnings derived in the 

sustainable results (terminal value). However, the nominal financial surpluses change as a result both of price 

increases and of volume and structural changes. While any growth in the detail planning phase is represented 

directly in the business plan, determination of a sustainable growth in the terminal value phase requires an  

estimation of the achievable long-term growth trend. A discount rate that is reduced by a growth discount must 

therefore be used for these years.  

In the case of the entity being valued, the recognition of a growth discount could accordingly be dispensed with 

for the capitalisation of the planned results for the detail and rough planning period, since the income and  

expenses had been planned nominally.  

The expected inflation rate represents a first reference point for the estimation of the future nominal growth of 

the financial surpluses in the terminal value. However, any such estimate of the growth rate based on the  

inflation rate can only be interpreted as an initial reference point.  

According to case law, the growth discount must take account of the fact that inflation in a company does not 

occur to the same extent as it does in the case of a capital investment in fixed-interest securities, the interest 

rate on which contains an inflation premium The inflation rate serves as a first reference point, but studies in 

Germany have shown that the long-term growth in the profits of German companies has not reached the  

inflation rate (cf. OLG Düsseldorf of 12 November 2015 – I-26 W 9/14 (AktE)). The growth in profits averages just 

45% to 50% of the inflation rate.  

Over the last few years (nominal) interest rates have fallen sharply around the world, and in Germany too, and 

stand at historically low levels. In Germany real interest rates (the difference between nominal interest rates and 

expected inflation) on ten-year bonds have been negative since 2015. In earlier years real after-tax returns would 

fluctuate almost entirely between 0.5% and 2%.18 Over the long term, a financial investor will want the interest 

rate to at least make up for inflation in order to retain the purchasing power of the savings. As a consequence, a 

risk-free base rate should not be lower than the expected inflation rate, so that a real interest rate of at least 0% 

is achieved.  

18  Cf. German Bundesbank. Zur Verzinsung privater Finanzanlagen unter Berücksichtigung von Inflation und Steuern (mon-
thly report July 2017).  
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Determination critically depends on whether and to what extent the company will, given the business plan, the 

expected market trends and inflation, be in a position to meet sustainable growth expectations; the expected 

inflation rate can only be a first reference point. The Odeon Group is engaged in a dynamic, fast-moving and 

highly competitive market – and there are potential new competitors as well. The growing streaming segment in 

particular is bringing added uncertainty. The Odeon Group is also heavily dependent on the decisions of its  

clients.  

In light of the consumer price inflation expectation of around 1.5% in Germany for 2023 published by the  

Bundesbank and European Central Bank, the 1.0% growth discount chosen by Ebner Stolz seems to us to be at 

the upper end of the bandwidth of appropriate growth discounts given the intense competition and the  

dependence of the business of the Odeon Group on the general economy, but still reasonable and defensible.19

19  Cf. German Bundesbank. Perspektiven der deutschen Wirtschaft für die Jahre 2021 bis 2023 (monthly report December 
2020) and European Central Bank (https://www.ecb.europa.eu/pub/projections/html/ecb.projections202012_eurosys-
temstaff~bf8254a10a.de.html)  
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5.5.6 Calculation of the discount rate  

The capital costs for the detail planning phase and the terminal value are as follows: 

Based on the technical valuation cut-off date of 31 December 2020, the appraiser calculates a compounding 

factor of 1.039 for the period between the technical and the economic valuation cut-off date, which falls on the 

date of the general meeting on 29 June 2021. The procedure is arithmetically and objectively correct. 

Discount rate of Odeon Group

Detail planning phase TV

2021 2022 2023 2024 2025 2026ff.

Risk-free base interest rate 0.20% 0.20% 0.20% 0.20% 0.20% 0.20%

less personal tax / w ithholding tax -0.05% -0.05% -0.05% -0.05% -0.05% -0.05%

Base interest rate after tax 0.15% 0.15% 0.15% 0.15% 0.15% 0.15%

Market risk premium after personal tax 5.75% 5.75% 5.75% 5.75% 5.75% 5.75%

Beta factor levered 1.36 1.72 1.79 1.42 1.40 1.36

Risk premium 7.82% 9.87% 10.31% 8.16% 8.06% 7.82%

Cost of equity 7.96% 10.02% 10.46% 8.31% 8.21% 7.97%

Grow th discount -1.00%

Discount rate 7.96% 10.02% 10.46% 8.31% 8.21% 6.97%

Present value factor 0.926 0.842 0.762 0.704 0.650 9.328

Compounding period at 29.06.2021 180 days

Compounding factor at 29.06.2021 1.039

Source: Valuation model Ebner Sto lz
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5.6 Enterprise value 

5.6.1 Discounted earnings value 

In accordance with section 5.4.9 concerning the results to be capitalised and section 5.5.6 on the capital costs 

and net values, the discounted earnings value of the Odeon Group on the technical valuation cut-off date of 31 

December 2020 is TEUR 17,769. 

5.6.2 Special assets 

According to the management of Odeon, the company does not have any other operating assets. Based on our 

review of the expert opinion offered by Ebner Stolz and the analyses we conducted ourselves, we are likewise 

not aware of any indications of the existence of non-operating assets. 

5.6.3 Equity value of the Odeon Group 

The Equity value on 29 June 2021 is therefore as follows: 

Discounted earnings value of Odeon Group at 31 December 2020 

Detail planning phase TV

TEUR 2021 2022 2023 2024 2025 2026ff.

Net cash f low  to shareholders 819 442 1,463 1,164 1,112 1,499

Discount rate 7.96% 10.02% 10.46% 8.31% 8.21% 6.97%

Present value factor 0.93 0.84 0.76 0.70 0.65 9.33

Present value 759 372 1,115 819 723 13,980

Discounted earnings value at 31 December 2020 17,769

Source: Valuation model Ebner Sto lz

Equity value of Odeon Group at 29 June 2021

Equity value at 31.12.2020 (TEUR) 17,769

Compounding factor at 29 June 2021 1.04

Equity value at 29.06.2021 (TEUR) 18,453

Number of shares (tsd.) 11,843

./. ow n shares (tsd.) (85)

Number of shares w ithout ow n shares 11,758

Value per share at 29.06.2021 (EUR) 1.57

Source: Valuation model Ebner Sto lz
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At the time our audit concluded LEONINE held 85,050 treasury shares. These must be deducted from the total 

number of shares when calculating the value per share. This gives an enterprise value on 29 June 2021 of  

TEUR 18,453, or EUR 1.57 per share. 

5.6.4 Plausibility check of the enterprise value 

In valuation practice it is customary to apply additional multiplier-based methods when verifying the plausibility 

of results of a business valuation conducted using the earnings value method or DCF method. In the multiplier 

method, the enterprise value is essentially determined by multiplying a reference value of the entity being valued 

with a multiplier derived from the peer group. 

A number of different multipliers can be used, depending on the industry and the nature of the entity under 

valuation. Suitable multipliers can be derived from the relationship of capital market data of listed peer  

companies relative to another likewise known reference value of these peer companies. It is assumed that the 

observed valuation ratios for peer companies can be transferred to the entity to be valued. Since the valuation 

entity is generally not completely comparable to any other enterprise, the outcome of the multiplier valuation 

can only offer a bandwidth of possible values in which the valuation result is found. 

The appraiser carried out a multiplier valuation process for control purposes. To verify the plausibility of the 

calculated discounted earnings value, Ebner Stolz analysed trading multipliers.  

To check the plausibility of the enterprise value derived using the discounted earnings value method, we  

performed the multiplier analysis (based on EBIT as the key ratio) with the aid of data provided by financial 

service provider S&P Capital IQ for the peer group we had determined (cf. section 5.5.4). The EBIT multipliers are 

derived from the ratio of the market capitalisation or fair value of the total capital (including the net financial 

liabilities for application of the EBIT multipliers) on 20 April 2021 and the projects offered by analysts for EBIT 

and annual net income of the peer companies for the years 2021 to 2023.  

The EBIT multipliers resulting from our analysis of the peer group are set out in the following table. There were 

no projections for three peer group companies, namely Tohukushinsha Film Co., Mondo TV France S.A. and 

Splendid Medien AG, so no EBIT multipliers could be determined: 

Odeon Group | Peer group EBIT-multiples

EBIT-multiples

FY21P FY22P FY23P

Atresmedia Corporación de Medios de Comunicación, S.A. 7.0x 6.5x 6.8x

CJ ENM CO., Ltd. 11.9x 10.3x 9.2x

Mondo TV S.p.A. 6.2x 5.5x 4.7x

Xilam Animation 19.7x 15.5x 13.9x

Pantaflix AG 17.4x 14.4x 9.8x

AMC Netw orks Inc. 7.6x 8.0x 8.1x

Median 9.7x 9.2x 8.7x

Source: S&P Capital IQ, Deloitte analysis
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Allowing for the interest-bearing (net) outside capital of TEUR 12,887 on the cut-off date of 31 December 2020, 

application of the derived EBIT multipliers (median and average) to the respective planned EBIT of the Odeon 

Group for the years 2021 to 202420 leads to a bandwidth (excluding the plan year 2022) of an equity price of  

TEUR 8,310 to TEUR 19,202:  

The calculated imputed equity prices of Odeon based on the plan EBIT projections for 2022 and 2023 are heavily 

influenced by the special effects described above (e.g. pandemic-related postponements of projects) and cannot 

therefore be compared. The plan year 2024 is almost equivalent to a settled state (cf. section 5.4.4). If the EBIT 

multiplier for 2023 is applied to the planned 2024 EBIT, the imputed equity price is MEUR 12.2, well below the 

discounted earnings value.  

The annual net income of Odeon over the detail planning period is to a large extent dominated by temporary 

reductions in effective tax rates due to losses carried over. These results are not sustainable and hence unsuitable 

as a basis for a comparison with the peer group companies for the purposes of a multiplier valuation using the 

price/earnings ratio. 

20  There was an insufficient number of analysts' estimates for 2024, so we are using the EBIT and PER values for 2023 as a 
reference value. This tends to results in an overestimate of the imputed equity price.  

Odeon Group | Equity value (based on EBIT-multiples)

TEUR FY21P FY22P FY23P FY24P

Plan-EBIT 2,177 1,453 3,706 2,895

Enterprise value - median 21,197 13,317 32,090 25,065

(Net) debt 12,887 12,887 12,887 12,887

Calculated equity value - median 8,310 430 19,202 12,178

Note: The FY24P was determined by using the 2023 multiplier.

Source: S&P Capital IQ, Delo itte analysis
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Alongside an analysis of market multipliers, it is also common practice to verify plausibility by analysing  

transaction multipliers. In this case there is a recent historical transaction of the LEONINE Group to refer to. In 

the share purchase and assignment agreement (acquisition of 661,765 shares by LEONINE from a director of 

Odeon, Mr Mischa Hofmann) of 1 February 2021, a purchase price of EUR 1.10 per share was agreed. This is 

below the purchase price of EUR 1.57 per share determined by the appraiser on 29 June 2021).  

Based on our plausibility analyses using multipliers, there are no indications that the value determined using the 

discounted earnings value method is not plausible. 
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6 Audit conclusion and final declaration 

At the demand of the Principal Shareholder, LEONINE, Munich, the shares of the minority shareholders of Odeon, 

Munich, is to be transferred to the Principal Shareholder against the granting of an appropriate cash settlement 

according to sec. 327b AktG within the scope of a merger-related squeeze-out pursuant to sec. 62 (5) sent. 8 

UmwG in conjunction with sec. 327a et seq. AktG. 

As the auditors appointed by the court, we have reviewed the appropriateness of the cash settlement to be 

granted. 

The Principal Shareholder determined the settlement on the basis of the value of the enterprise, for the  

calculation of which it made use of the expert valuation services of Ebner Stolz. The enterprise value was  

determined on the basis of the discounted earnings value method. Other methods were not applied.  

According to our analyses, the stock exchange price of Odeon does not offer a reliable indication of a free  

divestment value (market value) due to the narrowness of the market. It is thus not in principle to be used to 

determine the lower limit of the settlement. The imputed value of the volume-weighted average share price 

before the announcement of the intention to squeeze out is approx. EUR 0.96 per share. Even if this represented 

the relevant market value, it would be irrelevant given the much higher discounted earnings value. 

The business valuation was based on the business plans of Odeon and its subsidiaries (in their entirety the Odeon 

Group), consisting of the projections of the Odeon Group for the years 2021 to 2025, adopted by the Board of 

Directors on 27 April 2021 and noted by the Supervisory Board on the same date, 27 April 2021. The distributable 

results were pertinently derived from the plans after allowing for corporate taxes and personal taxes. 

The capital costs are based on a base rate after personal taxes of 0.15%, a market risk premium after personal 

taxes of 5.75%, levered beta factors derived for specific periods of between 1.36 and 1.79, and a growth rate of 

1.0% in the terminal value. We consider the determined capital costs to be reasonable. 

The methods applied for the valuation of the enterprise are recognised in the literature and case law and were 

reasonable.  

On the date of the general meeting (valuation cut-off date), 29 June 2021, an enterprise value in the amount of 

TEUR 18,453, or EUR 1.57 per share, was calculated. 

According to the conclusion of our statutory audit pursuant to sec. 62 (5) sent. 8 UmwG in conjunction with secs. 

327c (2) sent. 2, 293e (1) AktG, performed on the basis of the documents and information made available to us, 

the proposed settlement is reasonable. No particular difficulties arose in the valuation process pursuant to sec. 

62 (5) sent. 8 UmwG in conjunction with secs. 327c (2) sent. 4, 293e (1) sent. 2 AktG. 
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In accordance with sec. 62 (5) sent. 8 UmwG in conjunction with secs. 327c (2) sent. 4 and 293e (1) AktG, we 

issue the following final declaration: 

"According to our findings, the proposed cash settlement to be granted to the exiting shareholders of Odeon 

pursuant to sec. 62 (5) sent. 8 UmwG in conjunction with sec. 327a et. seq. AktG is reasonable for the reasons 

set out above to date." 

We have prepared this report on the audit of the appropriateness of the cash settlement pursuant to sec. 62 (5) 

sent. 8 UmwG in conjunction with secs. 327c (2) sent. 2, 293e (1) AktG on the basis of the documents and  

information given to us and our diligent examination in compliance with the professional principles as set out in 

particular in sections 2 and 43 of the German Auditors' Regulations (Wirtschaftsprüferordnung). 

Should material changes in the valuation basis occur in the period between the conclusion of our report and the 

date on which the resolution is adopted by the general meeting of Odeon, these must also be taken into account 

when measuring the settlement. 

Munich, 10 May 2021 

Deloitte GmbH

Wirtschaftsprüfungsgesellschaft 

(Suerbaum) (Laumayer) 

 Wirtschaftsprüfer Wirtschaftsprüfer

SNR 2021135212

Note: This file is only a non-binding view 

copy. Only the signed reporting in paper 

form and in the German language is de-

cisive. 



Deloitte GmbH
Wirtschaftsprüfungsgesellschaft

Annexes 



Deloitte GmbH
Wirtschaftsprüfungsgesellschaft

Annex 1:  



Deloitte GmbH
Wirtschaftsprüfungsgesellschaft



Deloitte GmbH
Wirtschaftsprüfungsgesellschaft

Annex 2:  



Allgemeine Auftragsbedingungen
für

Wirtschaftsprüfer und Wirtschaftsprüfungsgesellschaften

vom 1. Januar 2017

1. Geltungsbereich

(1) Die Auftragsbedingungen gelten für Verträge zwischen Wirtschaftsprüfern 
oder Wirtschaftsprüfungsgesellschaften (im Nachstehenden zusammenfas-
send „Wirtschaftsprüfer“ genannt) und ihren Auftraggebern über Prüfungen, 
Steuerberatung, Beratungen in wirtschaftlichen Angelegenheiten und sonsti-
ge Aufträge, soweit nicht etwas anderes ausdrücklich schriftlich vereinbart 
oder gesetzlich zwingend vorgeschrieben ist.

(2) Dritte können nur dann Ansprüche aus dem Vertrag zwischen Wirt-
schaftsprüfer und Auftraggeber herleiten, wenn dies ausdrücklich vereinbart 
ist oder sich aus zwingenden gesetzlichen Regelungen ergibt. Im Hinblick auf 
solche Ansprüche gelten diese Auftragsbedingungen auch diesen Dritten 
gegenüber.

2. Umfang und Ausführung des Auftrags

(1) Gegenstand des Auftrags ist die vereinbarte Leistung, nicht ein bestimm-
ter wirtschaftlicher Erfolg. Der Auftrag wird nach den Grundsätzen ordnungs-
mäßiger Berufsausübung ausgeführt. Der Wirtschaftsprüfer übernimmt im 
Zusammenhang mit seinen Leistungen keine Aufgaben der Geschäftsfüh-
rung. Der Wirtschaftsprüfer ist für die Nutzung oder Umsetzung der Ergebnis-
se seiner Leistungen nicht verantwortlich. Der Wirtschaftsprüfer ist berechtigt,
sich zur Durchführung des Auftrags sachverständiger Personen zu bedienen.

(2) Die Berücksichtigung ausländischen Rechts bedarf – außer bei betriebs-
wirtschaftlichen Prüfungen – der ausdrücklichen schriftlichen Vereinbarung.

(3) Ändert sich die Sach- oder Rechtslage nach Abgabe der abschließenden 
beruflichen Äußerung, so ist der Wirtschaftsprüfer nicht verpflichtet, den 
Auftraggeber auf Änderungen oder sich daraus ergebende Folgerungen 
hinzuweisen.

3. Mitwirkungspflichten des Auftraggebers

(1) Der Auftraggeber hat dafür zu sorgen, dass dem Wirtschaftsprüfer alle für 
die Ausführung des Auftrags notwendigen Unterlagen und weiteren Informa-
tionen rechtzeitig übermittelt werden und ihm von allen Vorgängen und 
Umständen Kenntnis gegeben wird, die für die Ausführung des Auftrags von 
Bedeutung sein können. Dies gilt auch für die Unterlagen und weiteren 
Informationen, Vorgänge und Umstände, die erst während der Tätigkeit des 
Wirtschaftsprüfers bekannt werden. Der Auftraggeber wird dem Wirtschafts-
prüfer geeignete Auskunftspersonen benennen. 

(2) Auf Verlangen des Wirtschaftsprüfers hat der Auftraggeber die Vollstän-
digkeit der vorgelegten Unterlagen und der weiteren Informationen sowie der 
gegebenen Auskünfte und Erklärungen in einer vom Wirtschaftsprüfer formu-
lierten schriftlichen Erklärung zu bestätigen.

4. Sicherung der Unabhängigkeit

(1) Der Auftraggeber hat alles zu unterlassen, was die Unabhängigkeit der 
Mitarbeiter des Wirtschaftsprüfers gefährdet. Dies gilt für die Dauer des 
Auftragsverhältnisses insbesondere für Angebote auf Anstellung oder Über-
nahme von Organfunktionen und für Angebote, Aufträge auf eigene Rech-
nung zu übernehmen.

(2) Sollte die Durchführung des Auftrags die Unabhängigkeit des Wirtschafts-
prüfers, die der mit ihm verbundenen Unternehmen, seiner Netzwerkunter-
nehmen oder solcher mit ihm assoziierten Unternehmen, auf die die Unab-
hängigkeitsvorschriften in gleicher Weise Anwendung finden wie auf den 
Wirtschaftsprüfer, in anderen Auftragsverhältnissen beeinträchtigen, ist der 
Wirtschaftsprüfer zur außerordentlichen Kündigung des Auftrags berechtigt.

5. Berichterstattung und mündliche Auskünfte

Soweit der Wirtschaftsprüfer Ergebnisse im Rahmen der Bearbeitung des 
Auftrags schriftlich darzustellen hat, ist alleine diese schriftliche Darstellung 
maßgebend. Entwürfe schriftlicher Darstellungen sind unverbindlich. Sofern 
nicht anders vereinbart, sind mündliche Erklärungen und Auskünfte des 
Wirtschaftsprüfers nur dann verbindlich, wenn sie schriftlich bestätigt werden. 
Erklärungen und Auskünfte des Wirtschaftsprüfers außerhalb des erteilten 
Auftrags sind stets unverbindlich.

6. Weitergabe einer beruflichen Äußerung des Wirtschaftsprüfers

(1) Die Weitergabe beruflicher Äußerungen des Wirtschaftsprüfers (Arbeits-
ergebnisse oder Auszüge von Arbeitsergebnissen – sei es im Entwurf oder in 
der Endfassung) oder die Information über das Tätigwerden des Wirtschafts-
prüfers für den Auftraggeber an einen Dritten bedarf der schriftlichen Zustim-
mung des Wirtschaftsprüfers, es sei denn, der Auftraggeber ist zur Weiter-
gabe oder Information aufgrund eines Gesetzes oder einer behördlichen 
Anordnung verpflichtet.

(2) Die Verwendung beruflicher Äußerungen des Wirtschaftsprüfers und die 
Information über das Tätigwerden des Wirtschaftsprüfers für den Auftragge-
ber zu Werbezwecken durch den Auftraggeber sind unzulässig.

7. Mängelbeseitigung

(1) Bei etwaigen Mängeln hat der Auftraggeber Anspruch auf Nacherfüllung 
durch den Wirtschaftsprüfer. Nur bei Fehlschlagen, Unterlassen bzw. unbe-
rechtigter Verweigerung, Unzumutbarkeit oder Unmöglichkeit der Nacherfül-
lung kann er die Vergütung mindern oder vom Vertrag zurücktreten; ist der 
Auftrag nicht von einem Verbraucher erteilt worden, so kann der Auftraggeber 
wegen eines Mangels nur dann vom Vertrag zurücktreten, wenn die erbrach-
te Leistung wegen Fehlschlagens, Unterlassung, Unzumutbarkeit oder 
Unmöglichkeit der Nacherfüllung für ihn ohne Interesse ist. Soweit darüber 
hinaus Schadensersatzansprüche bestehen, gilt Nr. 9. 

(2) Der Anspruch auf Beseitigung von Mängeln muss vom Auftraggeber 
unverzüglich in Textform geltend gemacht werden. Ansprüche nach Abs. 1, 
die nicht auf einer vorsätzlichen Handlung beruhen, verjähren nach Ablauf 
eines Jahres ab dem gesetzlichen Verjährungsbeginn.

(3) Offenbare Unrichtigkeiten, wie z.B. Schreibfehler, Rechenfehler und 
formelle Mängel, die in einer beruflichen Äußerung (Bericht, Gutachten und 
dgl.) des Wirtschaftsprüfers enthalten sind, können jederzeit vom Wirt-
schaftsprüfer auch Dritten gegenüber berichtigt werden. Unrichtigkeiten, die 
geeignet sind, in der beruflichen Äußerung des Wirtschaftsprüfers enthaltene 
Ergebnisse infrage zu stellen, berechtigen diesen, die Äußerung auch Dritten 
gegenüber zurückzunehmen. In den vorgenannten Fällen ist der Auftragge-
ber vom Wirtschaftsprüfer tunlichst vorher zu hören. 

8. Schweigepflicht gegenüber Dritten, Datenschutz

(1) Der Wirtschaftsprüfer ist nach Maßgabe der Gesetze (§ 323 Abs. 1 HGB, 
§ 43 WPO, § 203 StGB) verpflichtet, über Tatsachen und Umstände, die ihm
bei seiner Berufstätigkeit anvertraut oder bekannt werden, Stillschweigen zu 
bewahren, es sei denn, dass der Auftraggeber ihn von dieser Schweigepflicht 
entbindet.

(2) Der Wirtschaftsprüfer wird bei der Verarbeitung von personenbezogenen 
Daten die nationalen und europarechtlichen Regelungen zum Datenschutz 
beachten.

9. Haftung

(1) Für gesetzlich vorgeschriebene Leistungen des Wirtschaftsprüfers, insbe-
sondere Prüfungen, gelten die jeweils anzuwendenden gesetzlichen Haf-
tungsbeschränkungen, insbesondere die Haftungsbeschränkung des § 323 
Abs. 2 HGB. 

(2) Sofern weder eine gesetzliche Haftungsbeschränkung Anwendung findet
noch eine einzelvertragliche Haftungsbeschränkung besteht, ist die Haftung 
des Wirtschaftsprüfers für Schadensersatzansprüche jeder Art, mit Ausnah-
me von Schäden aus der Verletzung von Leben, Körper und Gesundheit, 
sowie von Schäden, die eine Ersatzpflicht des Herstellers nach § 1 
ProdHaftG begründen, bei einem fahrlässig verursachten einzelnen Scha-
densfall gemäß § 54a Abs. 1 Nr. 2 WPO auf 4 Mio. € beschränkt.

(3) Einreden und Einwendungen aus dem Vertragsverhältnis mit dem Auf-
traggeber stehen dem Wirtschaftsprüfer auch gegenüber Dritten zu.

(4) Leiten mehrere Anspruchsteller aus dem mit dem Wirtschaftsprüfer 
bestehenden Vertragsverhältnis Ansprüche aus einer fahrlässigen Pflichtver-
letzung des Wirtschaftsprüfers her, gilt der in Abs. 2 genannte Höchstbetrag 
für die betreffenden Ansprüche aller Anspruchsteller insgesamt.
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(5) Ein einzelner Schadensfall im Sinne von Abs. 2 ist auch bezüglich eines 
aus mehreren Pflichtverletzungen stammenden einheitlichen Schadens 
gegeben. Der einzelne Schadensfall umfasst sämtliche Folgen einer Pflicht-
verletzung ohne Rücksicht darauf, ob Schäden in einem oder in mehreren 
aufeinanderfolgenden Jahren entstanden sind. Dabei gilt mehrfaches auf
gleicher oder gleichartiger Fehlerquelle beruhendes Tun oder Unterlassen als 
einheitliche Pflichtverletzung, wenn die betreffenden Angelegenheiten mitei-
nander in rechtlichem oder wirtschaftlichem Zusammenhang stehen. In 
diesem Fall kann der Wirtschaftsprüfer nur bis zur Höhe von 5 Mio. € in 
Anspruch genommen werden. Die Begrenzung auf das Fünffache der Min-
destversicherungssumme gilt nicht bei gesetzlich vorgeschriebenen Pflicht-
prüfungen.

(6) Ein Schadensersatzanspruch erlischt, wenn nicht innerhalb von sechs 
Monaten nach der schriftlichen Ablehnung der Ersatzleistung Klage erhoben 
wird und der Auftraggeber auf diese Folge hingewiesen wurde. Dies gilt nicht 
für Schadensersatzansprüche, die auf vorsätzliches Verhalten zurückzufüh-
ren sind, sowie bei einer schuldhaften Verletzung von Leben, Körper oder 
Gesundheit sowie bei Schäden, die eine Ersatzpflicht des Herstellers nach § 
1 ProdHaftG begründen. Das Recht, die Einrede der Verjährung geltend zu 
machen, bleibt unberührt.

10. Ergänzende Bestimmungen für Prüfungsaufträge

(1) Ändert der Auftraggeber nachträglich den durch den Wirtschaftsprüfer 
geprüften und mit einem Bestätigungsvermerk versehenen Abschluss oder 
Lagebericht, darf er diesen Bestätigungsvermerk nicht weiterverwenden.

Hat der Wirtschaftsprüfer einen Bestätigungsvermerk nicht erteilt, so ist ein 
Hinweis auf die durch den Wirtschaftsprüfer durchgeführte Prüfung im Lage-
bericht oder an anderer für die Öffentlichkeit bestimmter Stelle nur mit schrift-
licher Einwilligung des Wirtschaftsprüfers und mit dem von ihm genehmigten 
Wortlaut zulässig.

(2) Widerruft der Wirtschaftsprüfer den Bestätigungsvermerk, so darf der 
Bestätigungsvermerk nicht weiterverwendet werden. Hat der Auftraggeber 
den Bestätigungsvermerk bereits verwendet, so hat er auf Verlangen des 
Wirtschaftsprüfers den Widerruf bekanntzugeben.

(3) Der Auftraggeber hat Anspruch auf fünf Berichtsausfertigungen. Weitere 
Ausfertigungen werden besonders in Rechnung gestellt.

11. Ergänzende Bestimmungen für Hilfeleistung in Steuersachen

(1) Der Wirtschaftsprüfer ist berechtigt, sowohl bei der Beratung in steuerli-
chen Einzelfragen als auch im Falle der Dauerberatung die vom Auftraggeber 
genannten Tatsachen, insbesondere Zahlenangaben, als richtig und vollstän-
dig zugrunde zu legen; dies gilt auch für Buchführungsaufträge. Er hat jedoch 
den Auftraggeber auf von ihm festgestellte Unrichtigkeiten hinzuweisen.

(2) Der Steuerberatungsauftrag umfasst nicht die zur Wahrung von Fristen 
erforderlichen Handlungen, es sei denn, dass der Wirtschaftsprüfer hierzu 
ausdrücklich den Auftrag übernommen hat. In diesem Fall hat der Auftragge-
ber dem Wirtschaftsprüfer alle für die Wahrung von Fristen wesentlichen 
Unterlagen, insbesondere Steuerbescheide, so rechtzeitig vorzulegen, dass 
dem Wirtschaftsprüfer eine angemessene Bearbeitungszeit zur Verfügung 
steht.

(3) Mangels einer anderweitigen schriftlichen Vereinbarung umfasst die 
laufende Steuerberatung folgende, in die Vertragsdauer fallenden Tätigkei-
ten:

a) Ausarbeitung der Jahressteuererklärungen für die Einkommensteuer, 
Körperschaftsteuer und Gewerbesteuer sowie der Vermögensteuererklä-
rungen, und zwar auf Grund der vom Auftraggeber vorzulegenden Jahres-
abschlüsse und sonstiger für die Besteuerung erforderlicher Aufstellungen 
und Nachweise

b) Nachprüfung von Steuerbescheiden zu den unter a) genannten Steuern

c) Verhandlungen mit den Finanzbehörden im Zusammenhang mit den 
unter a) und b) genannten Erklärungen und Bescheiden

d) Mitwirkung bei Betriebsprüfungen und Auswertung der Ergebnisse von 
Betriebsprüfungen hinsichtlich der unter a) genannten Steuern

e) Mitwirkung in Einspruchs- und Beschwerdeverfahren hinsichtlich der 
unter a) genannten Steuern.

Der Wirtschaftsprüfer berücksichtigt bei den vorgenannten Aufgaben die 
wesentliche veröffentlichte Rechtsprechung und Verwaltungsauffassung.

(4) Erhält der Wirtschaftsprüfer für die laufende Steuerberatung ein Pau-
schalhonorar, so sind mangels anderweitiger schriftlicher Vereinbarungen die 
unter Abs. 3 Buchst. d) und e) genannten Tätigkeiten gesondert zu honorie-
ren.

(5) Sofern der Wirtschaftsprüfer auch Steuerberater ist und die Steuerbera-
tervergütungsverordnung für die Bemessung der Vergütung anzuwenden ist,
kann eine höhere oder niedrigere als die gesetzliche Vergütung in Textform 
vereinbart werden.

(6) Die Bearbeitung besonderer Einzelfragen der Einkommensteuer, Körper-
schaftsteuer, Gewerbesteuer, Einheitsbewertung und Vermögensteuer sowie 
aller Fragen der Umsatzsteuer, Lohnsteuer, sonstigen Steuern und Abgaben 
erfolgt auf Grund eines besonderen Auftrags. Dies gilt auch für

a) die Bearbeitung einmalig anfallender Steuerangelegenheiten, z.B. auf 
dem Gebiet der Erbschaftsteuer, Kapitalverkehrsteuer, Grunderwerbsteuer,

b) die Mitwirkung und Vertretung in Verfahren vor den Gerichten der Fi-
nanz- und der Verwaltungsgerichtsbarkeit sowie in Steuerstrafsachen, 

c) die beratende und gutachtliche Tätigkeit im Zusammenhang mit Um-
wandlungen, Kapitalerhöhung und -herabsetzung, Sanierung, Eintritt und 
Ausscheiden eines Gesellschafters, Betriebsveräußerung, Liquidation und 
dergleichen und

d) die Unterstützung bei der Erfüllung von Anzeige- und Dokumentations-
pflichten. 

(7) Soweit auch die Ausarbeitung der Umsatzsteuerjahreserklärung als 
zusätzliche Tätigkeit übernommen wird, gehört dazu nicht die Überprüfung 
etwaiger besonderer buchmäßiger Voraussetzungen sowie die Frage, ob alle 
in Betracht kommenden umsatzsteuerrechtlichen Vergünstigungen wahrge-
nommen worden sind. Eine Gewähr für die vollständige Erfassung der Unter-
lagen zur Geltendmachung des Vorsteuerabzugs wird nicht übernommen.

12. Elektronische Kommunikation

Die Kommunikation zwischen dem Wirtschaftsprüfer und dem Auftraggeber 
kann auch per E-Mail erfolgen. Soweit der Auftraggeber eine Kommunikation 
per E-Mail nicht wünscht oder besondere Sicherheitsanforderungen stellt, wie 
etwa die Verschlüsselung von E-Mails, wird der Auftraggeber den Wirt-
schaftsprüfer entsprechend in Textform informieren.

13. Vergütung

(1) Der Wirtschaftsprüfer hat neben seiner Gebühren- oder Honorarforderung 
Anspruch auf Erstattung seiner Auslagen; die Umsatzsteuer wird zusätzlich 
berechnet. Er kann angemessene Vorschüsse auf Vergütung und Auslagen-
ersatz verlangen und die Auslieferung seiner Leistung von der vollen Befrie-
digung seiner Ansprüche abhängig machen. Mehrere Auftraggeber haften als 
Gesamtschuldner.

(2) Ist der Auftraggeber kein Verbraucher, so ist eine Aufrechnung gegen 
Forderungen des Wirtschaftsprüfers auf Vergütung und Auslagenersatz nur 
mit unbestrittenen oder rechtskräftig festgestellten Forderungen zulässig.

14. Streitschlichtungen  

Der Wirtschaftsprüfer ist nicht bereit, an Streitbeilegungsverfahren vor einer 
Verbraucherschlichtungsstelle im Sinne des § 2 des Verbraucherstreitbeile-
gungsgesetzes teilzunehmen.

15. Anzuwendendes Recht

Für den Auftrag, seine Durchführung und die sich hieraus ergebenden An-
sprüche gilt nur deutsches Recht.



[Translator's notes are in square brackets]

General Engagement Terms
for

Wirtschaftsprüfer and Wirtschaftsprüfungsgesellschaften
[German Public Auditors and Public Audit Firms]

as of January 1, 2017

1. Scope of application

(1) These engagement terms apply to contracts between German Public 
Auditors (Wirtschaftsprüfer) or German Public Audit Firms
(Wirtschaftsprüfungsgesellschaften) – hereinafter collectively referred to as 
”German Public Auditors” – and their engaging parties for assurance 
services, tax advisory services, advice on business matters and other 
engagements except as otherwise agreed in writing or prescribed by a
mandatory rule.

(2) Third parties may derive claims from contracts between German Public 
Auditors and engaging parties only when this is expressly agreed or results 
from mandatory rules prescribed by law. In relation to such claims, these 
engagement terms also apply to these third parties. 

2. Scope and execution of the engagement

(1) Object of the engagement is the agreed service – not a particular 
economic result. The engagement will be performed in accordance with the 
German Principles of Proper Professional Conduct (Grundsätze ord-
nungsmäßiger Berufsausübung). The German Public Auditor does not 
assume any management functions in connection with his services. The
German Public Auditor is not responsible for the use or implementation of 
the results of his services. The German Public Auditor is entitled to make 
use of competent persons to conduct the engagement.

(2) Except for assurance engagements (betriebswirtschaftliche Prüfungen),
the consideration of foreign law requires an express written agreement.

(3) If circumstances or the legal situation change subsequent to the release 
of the final professional statement, the German Public Auditor is not obli-
gated to refer the engaging party to changes or any consequences result-
ing therefrom.

3. The obligations of the engaging party to cooperate

(1) The engaging party shall ensure that all documents and further infor-
mation necessary for the performance of the engagement are provided to 
the German Public Auditor on a timely basis, and that he is informed of all 
events and circumstances that may be of significance to the performance 
of the engagement. This also applies to those documents and further 
information, events and circumstances that first become known during the 
German Public Auditor’s work. The engaging party will also designate 
suitable persons to provide information.

(2) Upon the request of the German Public Auditor, the engaging party 
shall confirm the completeness of the documents and further information 
provided as well as the explanations and statements, in a written statement 
drafted by the German Public Auditor.

4. Ensuring independence

(1) The engaging party shall refrain from anything that endangers the 
independence of the German Public Auditor’s staff. This applies throughout 
the term of the engagement, and in particular to offers of employment or to 
assume an executive or non-executive role, and to offers to accept en-
gagements on their own behalf.

(2) Were the performance of the engagement to impair the independence 
of the German Public Auditor, of related firms, firms within his network, or 
such firms associated with him, to which the independence requirements 
apply in the same way as to the German Public Auditor in other engage-
ment relationships, the German Public Auditor is entitled to terminate the 
engagement for good cause.

5. Reporting and oral information

To the extent that the German Public Auditor is required to present results 
in writing as part of the work in executing the engagement, only that written 
work is authoritative. Drafts are non-binding. Except as otherwise agreed, 
oral statements and explanations by the German Public Auditor are binding 
only when they are confirmed in writing. Statements and information of the 
German Public Auditor outside of the engagement are always non-binding.

6. Distribution of a German Public Auditor‘s professional statement

(1) The distribution to a third party of professional statements of the Ger-
man Public Auditor (results of work or extracts of the results of work wheth-
er in draft or in a final version) or information about the German Public 
Auditor acting for the engaging party requires the German Public Auditor’s 
written consent, unless the engaging party is obligated to distribute or 
inform due to law or a regulatory requirement.

(2) The use by the engaging party for promotional purposes of the German
Public Auditor’s professional statements and of information about the 
German Public Auditor acting for the engaging party is prohibited.

7. Deficiency rectification

(1) In case there are any deficiencies, the engaging party is entitled to 
specific subsequent performance by the German Public Auditor. The 
engaging party may reduce the fees or cancel the contract for failure of 
such subsequent performance, for subsequent non-performance or unjusti-
fied refusal to perform subsequently, or for unconscionability or impossibil-
ity of subsequent performance. If the engagement was not commissioned 
by a consumer, the engaging party may only cancel the contract due to a 
deficiency if the service rendered is not relevant to him due to failure of 
subsequent performance, to subsequent non-performance, to unconscion-
ability or impossibility of subsequent performance. No. 9 applies to the 
extent that further claims for damages exist.

(2) The engaging party must assert a claim for the rectification of deficien-
cies in writing (Textform) [Translators Note: The German term “Textform” 
means in written form, but without requiring a signature] without delay. 
Claims pursuant to paragraph 1 not arising from an intentional act expire
after one year subsequent to the commencement of the time limit under the 
statute of limitations.

(3) Apparent deficiencies, such as clerical errors, arithmetical errors and 
deficiencies associated with technicalities contained in a German Public 
Auditor’s professional statement (long-form reports, expert opinions etc.) 
may be corrected – also versus third parties – by the German Public 
Auditor at any time. Misstatements which may call into question the results 
contained in a German Public Auditor’s professional statement entitle the 
German Public Auditor to withdraw such statement – also versus third 
parties. In such cases the German Public Auditor should first hear the 
engaging party, if practicable.

8. Confidentiality towards third parties, and data protection

(1) Pursuant to the law (§ [Article] 323 Abs 1 [paragraph 1] HGB [German 
Commercial Code: Handelsgesetzbuch], § 43 WPO [German Law regulat-
ing the Profession of Wirtschaftsprüfer: Wirtschaftsprüferordnung], § 203 
StGB [German Criminal Code: Strafgesetzbuch]) the German Public 
Auditor is obligated to maintain confidentiality regarding facts and circum-
stances confided to him or of which he becomes aware in the course of his 
professional work, unless the engaging party releases him from this confi-
dentiality obligation.

(2) When processing personal data, the German Public Auditor will observe
national and European legal provisions on data protection.

9. Liability

(1) For legally required services by German Public Auditors, in particular 
audits, the respective legal limitations of liability, in particular the limitation 
of liability pursuant to § 323 Abs. 2 HGB, apply.

(2) Insofar neither a statutory limitation of liability is applicable, nor an 
individual contractual limitation of liability exists, the liability of the German 
Public Auditor for claims for damages of any other kind, except for dam-
ages resulting from injury to life, body or health as well as for damages that 
constitute a duty of replacement by a producer pursuant to § 1 ProdHaftG
[German Product Liability Act: Produkthaftungsgesetz], for an individual 
case of damages caused by negligence is limited to € 4 million pursuant to 
§ 54 a Abs. 1 Nr. 2 WPO.

(3) The German Public Auditor is entitled to invoke demurs and defenses
based on the contractual relationship with the engaging party also towards 
third parties.
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(4) When multiple claimants assert a claim for damages arising from an
existing contractual relationship with the German Public Auditor due to the
German Public Auditor’s negligent breach of duty, the maximum amount 
stipulated in paragraph 2 applies to the respective claims of all claimants 
collectively.

(5) An individual case of damages within the meaning of paragraph 2 also 
exists in relation to a uniform damage arising from a number of breaches of 
duty. The individual case of damages encompasses all consequences from 
a breach of duty regardless of whether the damages occurred in one year 
or in a number of successive years. In this case, multiple acts or omissions 
based on the same source of error or on a source of error of an equivalent 
nature are deemed to be a single breach of duty if the matters in question 
are legally or economically connected to one another. In this event the 
claim against the German Public Auditor is limited to € 5 million. The 
limitation to the fivefold of the minimum amount insured does not apply to 
compulsory audits required by law.

(6) A claim for damages expires if a suit is not filed within six months 
subsequent to the written refusal of acceptance of the indemnity and the 
engaging party has been informed of this consequence. This does not 
apply to claims for damages resulting from scienter, a culpable injury to life, 
body or health as well as for damages that constitute a liability for replace-
ment by a producer pursuant to § 1 ProdHaftG. The right to invoke a plea 
of the statute of limitations remains unaffected.

10. Supplementary provisions for audit engagements

(1) If the engaging party subsequently amends the financial statements or 
management report audited by a German Public Auditor and accompanied 
by an auditor's report, he may no longer use this auditor’s report.

If the German Public Auditor has not issued an auditor's report, a reference 
to the audit conducted by the German Public Auditor in the management 
report or any other public reference is permitted only with the German 
Public Auditor’s written consent and with a wording authorized by him.

(2) lf the German Public Auditor revokes the auditor's report, it may no 
longer be used. lf the engaging party has already made use of the auditor's 
report, then upon the request of the German Public Auditor he must give 
notification of the revocation.

(3) The engaging party has a right to five official copies of the report. 
Additional official copies will be charged separately.

11. Supplementary provisions for assistance in tax matters 

(1) When advising on an individual tax issue as well as when providing 
ongoing tax advice, the German Public Auditor is entitled to use as a 
correct and complete basis the facts provided by the engaging party –
especially numerical disclosures; this also applies to bookkeeping en-
gagements. Nevertheless, he is obligated to indicate to the engaging party 
any errors he has identified.

(2) The tax advisory engagement does not encompass procedures required 
to observe deadlines, unless the German Public Auditor has explicitly 
accepted a corresponding engagement. In this case the engaging party 
must provide the German Public Auditor with all documents required to 
observe deadlines – in particular tax assessments – on such a timely basis
that the German Public Auditor has an appropriate lead time.

(3) Except as agreed otherwise in writing, ongoing tax advice encompasses 
the following work during the contract period:

a) preparation of annual tax returns for income tax, corporate tax and 
business tax, as well as wealth tax returns, namely on the basis of the 
annual financial statements, and on other schedules and evidence 
documents required for the taxation, to be provided by the engaging 
party

b) examination of tax assessments in relation to the taxes referred to in 
(a)

c) negotiations with tax authorities in connection with the returns and 
assessments mentioned in (a) and (b)

d) support in tax audits and evaluation of the results of tax audits with 
respect to the taxes referred to in (a)

e) participation in petition or protest and appeal procedures with respect 
to the taxes mentioned in (a).

In the aforementioned tasks the German Public Auditor takes into account 
material published legal decisions and administrative interpretations.

(4) If the German Public auditor receives a fixed fee for ongoing tax advice, 
the work mentioned under paragraph 3 (d) and (e) is to be remunerated 
separately, except as agreed otherwise in writing.

(5) Insofar the German Public Auditor is also a German Tax Advisor and 
the German Tax Advice Remuneration Regulation (Steuerberatungsvergü-
tungsverordnung) is to be applied to calculate the remuneration, a greater 
or lesser remuneration than the legal default remuneration can be agreed 
in writing (Textform).

(6) Work relating to special individual issues for income tax, corporate tax, 
business tax, valuation assessments for property units, wealth tax, as well 
as all issues in relation to sales tax, payroll tax, other taxes and dues 
requires a separate engagement. This also applies to:

a) work on non-recurring tax matters, e.g. in the field of estate tax, capital 
transactions tax, and real estate sales tax;

b) support and representation in proceedings before tax and administra-
tive courts and in criminal tax matters;

c) advisory work and work related to expert opinions in connection with 
changes in legal form and other re-organizations, capital increases 
and reductions, insolvency related business reorganizations, admis-
sion and retirement of owners, sale of a business, liquidations and the 
like, and

d) support in complying with disclosure and documentation obligations.

(7) To the extent that the preparation of the annual sales tax return is 
undertaken as additional work, this includes neither the review of any 
special accounting prerequisites nor the issue as to whether all potential 
sales tax allowances have been identified. No guarantee is given for the 
complete compilation of documents to claim the input tax credit.

12. Electronic communication 

Communication between the German Public Auditor and the engaging 
party may be via e-mail. In the event that the engaging party does not wish 
to communicate via e-mail or sets special security requirements, such as 
the encryption of e-mails, the engaging party will inform the German Public 
Auditor in writing (Textform) accordingly.

13. Remuneration

(1) In addition to his claims for fees, the German Public Auditor is entitled to 
claim reimbursement of his expenses; sales tax will be billed additionally.
He may claim appropriate advances on remuneration and reimbursement 
of expenses and may make the delivery of his services dependent upon the 
complete satisfaction of his claims. Multiple engaging parties are jointly and 
severally liable.

(2) If the engaging party is not a consumer, then a set-off against the
German Public Auditor’s claims for remuneration and reimbursement of 
expenses is admissible only for undisputed claims or claims determined to 
be legally binding.

14. Dispute Settlement

The German Public Auditor is not prepared to participate in dispute settle-
ment procedures before a consumer arbitration board (Verbraucherschlich-
tungsstelle) within the meaning of § 2 of the German Act on Consumer 
Dispute Settlements (Verbraucherstreitbeilegungsgesetz).

15. Applicable law 

The contract, the performance of the services and all claims resulting 
therefrom are exclusively governed by German law.
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