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Company basics

Business activities and company structure

The statutory goal of Volocopter is the development, production, marketing and sales of aviation equipment and drones.

The company aims to establish a sustainable and scalable air transport company in the field of urban mobility ("Urban Air Mobility" - UAM). This enables Volocopter to
offer passengers in large cities worldwide affordable air taxi services.

The company is currently completing the development and certification of the "VoloCity". This Volocopter is the first commercial version of a fully electric, vertical take-
off and landing aircraft (eVTOL) for the safe and quiet transportation of passengers within cities.

In addition to the aircraft, Volocopter leads a consortium of partners in the areas of infrastructure, flight operations and air traffic management. Together, these partners
want to build the ecosystem and infrastructure that are necessary to bring urban air mobility to life (“Bring Urban Air Mobility to Life”).

In 2011, Volocopter carried out the world's first manned flight of an all-electric multicopter. Since then, the company has carried out numerous public flights with its full-
size aircraft prototypes. The most notable were the public test flights at Marina Bay in Singapore in October 2019 and the world's first eVTOL autonomous flight in Dubai
in 2017.

In addition to the passenger-oriented business, Volocopter also develops products for the logistics, construction and agricultural industries with the “VoloDrone”. The first
prototype of a VoloDrone had its maiden flight at the end of 2019 and was presented to the public for the first time at Agritechnica in November 2019. There, the company
showed a prototype that had been developed together with John Deere for the focus on agriculture.

Volocopter was founded in 2011 by Stephan Wolf and Alexander Zosel and had a workforce of 102 permanent employees as of December 31, 2019 (including the
managing directors; the total number including consulting freelancers and students was 142 as of December 31, 2019 (75 and 111 as of December 31, 2019) December 31,
2018) at its headquarters in Bruchsal, Germany, a development office in Gilching (near Munich), Germany, and a representative office in Singapore. Volocopter currently
has no subsidiaries or affiliated companies.

The company is led by Florian Reuter, Chief Executive Officer (CEO), Jan-Hendrik Boelens, Chief Technology Officer (CTO), Rene Griemens, Chief Financial Officer
(CFO) and Christian Bauer, Chief Commercial Officer (CCO). The expanded leadership team consists of highly experienced professionals from a variety of industries
including aircraft development and manufacturing, aviation / airlines, mobility services and finance.

Volocopter is mainly equity-financed and by December 31, 2019 had raised a total of EUR 78.8 million in equity investments from shareholders such as Daimler, Geely,
Intel Capital, Micron, BtoV and Manta Ray Ventures.
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Goals and Strategy

Corporate strategy

Volocopter's core strategic goal is to build an integrated, global UAM service platform based on what is expected to be the world's first electrically powered multicopter to
be approved for commercial passenger transport in cities - the VoloCity.

In order to achieve this goal, the company is prioritizing completion of the development and certification of the VoloCity in accordance with the requirements of the EASA
type certification (SC-VTOL) for eVTOL aircraft over the next two to three years. At the same time, it is preparing the launch in the first cities worldwide in close
cooperation with local authorities, national aviation safety authorities and business partners. The focus here is on cities in Asia, the Middle East and Europe. The
company's production and supply chain experts are simultaneously planning the first production facilities and the supply chain for the production of the first commercial
fleet.

After receiving certification and commercial launch of the VoloCity, Volocopter intends to quickly expand and scale its UAM services to other cities and countries
worldwide. To this end, the team is already holding talks and making preparations with around 30 cities that will form the nucleus of future international expansion.

The focus of product development at Volocopter is on the software platform, data intelligence for the operation of the UAM service platform, ongoing commercial
improvements for the VoloCity, autonomous flight, possible future generations of aircraft and increased battery efficiency.

In addition to the passenger business, Volocopter is preparing the commercial launch of the VoloDrone in the logistics and agricultural markets. This step is also planned
within the next two to three years. With this product, Volocopter is increasingly concentrating on hardware development and manufacturing. For the operation and service
of the VoloDrone, Volocopter enters into partnerships with third parties, for example with logistics companies and manufacturers or contract operators of agricultural
machinery.

Financial strategy

In its current corporate phase, Volocopter finances its strategy primarily with equity from financing from a broad group of strategic and financial investors. It receives
strong support from its strategic investors, for example for international expansion, production planning and software and hardware development. In the procurement of
products or services, Volocopter is generally not tied to or limited to individual parties.

Volocopter is constantly working to raise additional capital to fund its aggressive growth plans. The company assumes that the total financing requirement will be in the
range of around EUR 50-100 million pa (subject to available funds) until the certification of the VoloCity, which is targeted for the end of 2022. The need could then
increase for a few years to fund rapid roll-out and scaling of UAM services in new markets around the world.

Volocopter assumes that its UAM services can be operated profitably from the start, so that after the commercial launch, every single city that starts the UAM service
should be profitable in the first year of operation. At the group level, however, the company is likely to remain unprofitable for a number of years after its commercial
launch due to the upfront investments required for rapid expansion into other cities (subject to sufficient funding).

To finance further growth, the company intends to use a healthy and prudent mix of equity and debt. The financing of the future operating fleet is expected to have a higher
external or leasing component than general corporate financing. This corresponds to the typical financing standards for aircraft and automobile fleets.

To finance its operating infrastructure (real estate and VoloPorts), Volocopter enters into partnerships with companies in the real estate and airport sector, which will
assume a large part of the costs.

Employee

As of December 31, 2019, the company had 102 permanent employees and an average of 95 (including managing directors, excluding freelancers and working students) in
2019 (75 and 54 in 2018). In 2019, an average of around 72% of employees were employed in the technical departments, mainly aircraft engineers, certification experts,
battery engineers and other relevant technical experts; 8% worked in business development and marketing and 20% in general administration.

The company expects the number of employees to double annually over the next few years. New hires are planned in aircraft development and production as well as in the
commercial departments. In addition, adjustments are to be made in local subsidiaries that will operate the UAM services in the cities.

Research and Development

Volocopter's development work focuses on the software platform, customer interfaces and data intelligence required to operate their UAM service platform; further
commercial improvements for the VoloCity; autonomous flying; possible future generations of aircraft; and improvements in battery efficiency and commercially relevant
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features and components of the aircraft.

The research is mainly concerned with new technologies for future product and service innovations, including the development of autonomous technologies, material
innovations, innovations in battery technology and manufacturing facility.

The company has significantly overhauled its R&D processes in the past two years, rapidly accelerating the speed and scope of its innovations. It has also stepped up its
processes and organization to protect intellectual property, which has resulted in a very significant increase in new patent applications. The company has patented several
of its core technologies and unique product features for future core markets, including in the European Union, the USA and several Asian countries.

In 2019, the company invested around EUR 3 million in external research and development costs. If one assumes that most of his engineers (72% of the workforce) are
working on development projects and that the personnel costs of these engineers correspond to about 72% of the total personnel costs, this would result in a further approx.
EUR 9.0-9.5 million Total cost invested in research and development. Due to a change in the accounting for the development of aircraft prototypes, the figures for 2018 are
not directly comparable, but were by and large in the same range (EUR 8-10 million). The company currently does not capitalize any R&D costs, as described under
"Earnings, Assets and Financial Position"

Noticeable progress was made in 2019 in particular in the prototype tests of the VC 2X aircraft. These include the public test and demonstration flights in Helsinki,
Stuttgart and Singapore, as well as the completion of the construction of the VoloCity aircraft, which was published in August 2019, and the number of patents pending,
which went from 4 in 2018 to 29 in 2019 rise.

Legal and regulatory factors; Certification

Volocopter's core market, aviation, primarily passenger aviation, is highly regulated and controlled and requires strict and certified processes and technologies.

The company has developed and partnered closely with aviation safety agencies worldwide, including the European Aviation Safety Agency (EASA), the US Federal
Aviation Administration (FAA) and the civil aviation authorities in all target countries for your business activities. For its organizational and product certifications,
Volocopter is initially concentrating on certification from EASA. This is due to the geographical proximity and close relationship with EASA and the pioneering role of the
authority in the introduction of innovative product certification standards for eVTOLs.

Certifications or operating permits are required in four main areas:

• An approval as a development company ("Design Organization Approval" - DOA) certifies that the company is organizationally and procedurally qualified
to develop and certify aircraft; it is a prerequisite for the certification process of the actual aircraft and for a type certification (see below for details); Volocopter
was the first eVTOL manufacturer worldwide to receive a DOA certificate in the SC-VTOL category from EASA in December 2019  ;

• Admission as a manufacturing operation ( "Production Organization Approval" - POA) certifies that the production operation of the company is qualified to
build flying machines reliably and according to the high standards that are defined by EASA for aircraft. Volocopter's current manufacturing facility, operated by
a partner (exclusive to Volocopter in relation to VTOLs), is one such certified manufacturing facility; Volocopter is currently examining whether it will also set
up its own manufacturing facility;

• A type certificate ("Type Certificate" - TC) certifies that the actual aircraft itself meets the legal and regulatory requirements for the specific aircraft type.
Volocopter is pursuing a TC under the "Special Condition VTOL" of the EASA (SC-VTOL;
https://www.easa.europa.eu/document-library/product-certification-consultations/special-condition-vtol group easa downloads). Specifically, it is aiming for a
TC of the highest category ("Category Enhanced") under the SC-VTOL. This is the only category under this standard that allows VTOL aircraft to fly to or over
residential areas and cities. One of the main requirements of the Enhanced TC category is that the safety level of the aircraft corresponds to that of the large
commercial aircraft, i.e. that the risk of a fatal failure at system level is one or fewer accidents per 1 billion flight hours (the risk of a car accident is around 15
per 1 billion, i.e. the security of the VoloCity system must be approx.

• Last but not least, the future operation of Volocopters UAM services in cities requires operator licenses or certificates from the respective civil
aviation authority in the country of operation . Volocopter works with all civil aviation authorities in their main target countries with the aim of obtaining
such certificates within two to three years immediately after receiving the EASA TC.

Economic situation

Macroeconomic situation

According to the January 2020 report of the World Bank Group on “Global Economic Prospects” (WBG 2020), with real GDP growth of only 2.4% in 2019, the world
economy had its lowest growth since the financial crisis of 2007-09. Emerging Markets and Developing Economies (EMDEs) were hit just as hard by the slowdown, with
real GDP growth of just 3.5%. This slowdown was largely due to the political uncertainty surrounding global markets and investments. This in turn leads to a decline in
investment, consumption, world trade growth (from 4.0% in 2018 to 1.4%) and productivity growth.

The WBG 2020 also reports on a new wave of global debt, especially in emerging markets, combined with "weak growth prospects, increasing vulnerability and increased
global risks".

Industry developments

Volocopter's core market in the passenger business is the market for urban mobility . Our competitors are cars, taxis and other means of individual and mass passenger
transport within cities. Experts predict that overall mobility in cities will continue to grow, as an increasing proportion of the world's population will live in megacities and
people in these cities will continue to be very mobile (sources: Morgan Stanley, Oliver Wyman ). It is expected that the emergence of autonomous cars will reduce the
demand for own cars and increase the demand for shared mobility (e.g. rideshare services). There seems to be a consensus that more people who drive more kilometers
will overcompensate for a decreasing number of cars. This will lead to more traffic overall on the streets of the cities. Therefore, congestion on the ground will be an
increasing problem for the population in urban areas (sources: Oliver Wyman, McKinsey  ). Volocopter expects all of the above factors to contribute to a high demand for
UAM or air taxi services.

For its VoloDrone business, Volocopter will preferentially become a supplier to logistics, agriculture and possibly also to the construction industry . All of
these industries are experiencing major changes as new technological solutions driven by market trends are in demand. In the logistics industry, digitization, customer
orientation and sustainability are the most important trends (source: Deutsche Post DHL ). As customer expectations for logistics services are constantly increasing,
logistics providers are trying to deploy supply drones in areas that are difficult to access. In addition, large retail and logistics companies are investing in delivery drones in
order to achieve higher efficiency, lower costs and higher customer satisfaction (source: PwC ). In agriculture, heavy-duty drones can help support and improve so-called
precision farming. Precision farming is a general trend in agriculture that seeks new technologies to increase crop yields and profitability while reducing the need for
traditional inputs. For example, drones equipped with a sprayer and various tanks can apply pesticides, liquid fertilizers or antifreeze for adverse weather conditions and
much more. In the construction industry too, companies want to realign their business and operational processes to take advantage of the opportunities that innovation and
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technology offer,  ). The automation of construction sites, especially for highly repetitive tasks, could significantly increase productivity while creating a safer work
environment and helping to address labor shortages in the industry  . Heavy-duty supply drones can be used in construction projects because they are highly flexible and
can navigate through complex construction sites. In addition, they could be used to move construction equipment and materials over rough terrain, such as mountain or
forest landscapes.

The company is also aware of the general developments in the civil aviation industryaffected. On the one hand, because it is subject to aviation regulations, on the other
hand, because many of its customers are said to be air travelers who use the Volocopter to transfer from airports to cities and vice versa. The approval of aircraft in civil
aviation is mainly monitored by EASA, with a focus on Europe and Asia (within the framework of global (WTO) or bilateral approval), as well as by the US Federal
Aviation Administration, with a focus on North America. The most important developments in 2019 were the publication of the “Special Condition VTOL” by EASA (SC-
VTOL), within the framework of which Volocopter is striving to certify the VoloCity for commercial passenger transport;

At this point in time, Volocopter has some connections to the aircraft manufacturing industry through its suppliers and through the recruitment of its employees . On
the financing side, it is exposed to the general climate in the growth technology financing ("growth venture capital") industry .

Business development

Overview of the course of business and important events

Volocopter's business goals for 2019 were primarily:

• Completion of "Series C" financing round as a prerequisite for further development of the company;

• Completion of the VoloCity design process based on the SC-VTOL and specification of the technical design of the VoloCity at the level of the most important
key components / long lead components;

• Completed a series of public demonstration flights as part of the company's strategy to demonstrate to the world Volocopter's industry leadership;

• Completion of the EASA “Design Organization Approval” (DOA) certificate as another example of the company's leading position in certification; and

• Completion of the first flying VoloDrone prototype.
The above objectives were achieved during the year, with some of the most important events for the company being:

• Signed the first closing of the Series C funding round in August and completed on November 29;

• Public test flights in Helsinki (August), Stuttgart (September) and finally Singapore (October);

• Received the DOA certificate on December 4th; and

• First connected flight of the VoloDrone and its exhibition at the Agritechnica trade fair in Hanover in November.
Other important events in 2019 were:

• Publication of EASA's SC-VTOL in July 2019 (as mentioned above);

• Entering into a joint venture agreement for joint urban air mobility services in China with the Geely Group, the largest domestic automobile manufacturer in
China;

• Meeting of the constitutional advisory board in December 2019 with the appointment of the company's first independent advisory board members (i.e. not
representatives of individual shareholders) Dieter Zetsche and Martin Hubschneider.

Overall, the management is therefore satisfied with the progress made by the company in 2019. While not all of its goals were met within the original timeframe, the
company has made significant strides and overall performance has been substantial. Above all, Volocopter remained very visible worldwide and, according to a number of
press articles  considered a pioneer in its industry after numerous public test and demo flights and other public advances were made over the course of the year.

Events after the balance sheet date

The main events between the end of 2019 and the date of this report were:

• Completion of the second part (“Second Closing”) of the Series C financing round in March 2020, bringing the cumulative total amount of the total equity raised
to EUR 87 million;

• Signing of contracts to order the first components for Volocopter's first commercial aircraft, the VoloCity;

• Most employees will be working from home from March 13, 2020 as part of the “Covid-19 / Corona” crisis; The final impact on the business cannot yet be
foreseen - see risk and opportunity report below.

Earnings, assets and financial position

Significant changes in financial reporting

For the 2019 financial year, Volocopter continued to report in accordance with the German accounting principles, based on the German Commercial Code (HGB).

The only major change in Volocopter's financial reporting was a change in accounting for development costs for prototype aircraft. In the past, part of the development and
production costs for aircraft prototypes were capitalized (a total of 3 prototypes were recorded in the balance sheet from December 2018). Now the company is following
the lead of most other international automotive or aerospace companies, who typically record R&D expenses directly in the income statement instead of capitalizing them.
Volocopter is of the opinion that the aircraft prototypes are built to be "consumed" in their own aircraft research and testing, and should therefore no longer be activated.
The main reason they were capitalized in the past is because the company assumed the prototypes would likely have market value if they were to be sold. While this may
still be the case with the present prototypes, it is clearly not their intended purpose. In line with this accounting change, the remaining 2X Volocopter prototypes were
written off and booked out. While this may still be the case with the present prototypes, it is clearly not their intended purpose. In line with this accounting change, the
remaining 2X Volocopter prototypes were written off and booked out. While this may still be the case with the present prototypes, it is clearly not their intended purpose.
In line with this accounting change, the remaining 2X Volocopter prototypes were written off and booked out.

The only vehicle still recorded in the balance sheet is an exhibition model that has been used for marketing / exhibition purposes over several years. In addition, the battery
packs, which with their standard lithium-ion cells clearly have a market value, were recorded under property, plant and equipment for the first time in 2019. These are
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depreciated according to their expected useful life, based on the actual versus the expected total number of charging cycles.

Earnings situation

Since Volocopter is currently preparing to enter the market as an aircraft manufacturer and for services in the field of urban air mobility, its only income currently consists
of income from sponsorship money for its flight events, third-party compensation for event costs and government grants that support individual development programs
(e.g. a program for the Research into 'autonomous' flying, which is funded by the Federal Aviation Research Program).

The company's costs mainly relate to its own staff, external consultants and third-party materials and components for research and development as well as the production
of the current (prototype) aircraft 2X and the next generation of VoloCity aircraft.

The company's marketing and business development team, which prepares and develops its commercial service offering in future countries of operations, is another
important cost item. The costs in this department, in particular marketing and advertising expenses as well as personnel costs, were increased for the Volocopter events in
Stuttgart and Singapore and to prepare for the commercial market launch.

The external personnel and consulting costs increased overall, but could be reduced in relation to the total personnel costs, as the company was able to win a considerable
number of important - formerly external - employees as permanent employees and thus the costs for these employees decrease and they are more closely tied to the
company.

The largest cost item in other operating expenses was legal and consulting costs, which increased significantly in 2019 compared to the previous year. The main reasons
for this increase were the complex, and therefore costly, expenses associated with the Series C financing transactions, including significant investments in preparing for the
company's international expansion and negotiating a joint venture in China and advising the company assist with other projects, including the aircraft certification
program.

The company's main financial expense was interest paid on a number of convertible bonds issued in 2019 that the company received from its shareholders and new
external investors and that were converted into the Series C financing round at a discount to the Series C common share price, this discount being in line with market
standards and based on the length of time between the drawdown and conversion of these bonds.

As a result of the above changes, including the impact of the accounting change for prototype and R&D expenses, the company's net loss for the period increased from
EUR 15.1 million in 2018 to EUR 19.1 million in 2019.

Financial position

Volocopter's financial position improved significantly with the (first closing of the) Series C financing round, which increased the available liquidity from EUR 10.8
million at the end of 2018 to EUR 38.9 million at the end of 2019. With this amount, the company had covered its fixed costs (mainly personnel and administrative costs)
for about two and a half to three years in advance. At first glance, this is a comfortable position that gives the company stability in the event of adverse economic or
financial circumstances. Most of the company's future cash outflow, however, will consist of payments to third party suppliers for the development and production of
aircraft components,

In general, the company aims to have at least funded its investment and expenditure budget for the next 12 months. The fact that only a fraction of these investments and
expenses are fixed gives him a certain amount of leeway to extend the liquidity position if necessary. Due to the research and development phase and the planned
expansion of business operations, a sustained loss situation is to be expected for the time being. The company will therefore need additional financial support in the
medium term. Management assumes that these necessary funds can continue to be generated through equity and debt capital measures.

After the balance sheet date, the company's financial position continued to improve, as the second closing of the Series C financing round in March 2020 raised around
EUR 39.5 million in cash.

The company holds all of its cash in bank deposits with investment grade German banks. It accepted paying negative interest on these deposits because it sees a significant
risk of a market-related devaluation of interest-bearing asset classes (e.g. commercial paper) and, because of its - as a start-up company - relatively higher business risk,
prefers a low financial risk.

Net worth

The balance sheet total increased from EUR 13.9 million at the end of 2018 to EUR 42.0 million on December 31, 2019, which is primarily due to the significantly
increased equity financing and liquidity that will be required to finance the future development of the company .

After depreciation of all Volocopter prototypes, the company's most important assets are the office equipment at the headquarters in Bruchsal, the construction, laboratory
and test equipment both at the headquarters and in the workshop in Bruchsal, software licenses from third parties, the batteries mentioned above, which are recorded as
fixed assets and other materials and supplies that are reported in current assets.

The company's most important liabilities are trade payables, which were reduced from EUR 1.8 million at the end of 2018 to EUR 1.1 million at the end of 2019,
participatory loans from a "crowdfunding" financing in 2013 as well as other liabilities and other provisions, which mainly relate to personnel. The company does not
record any provision for its virtual share option program ("VESOP"), as there is an option under German commercial law and the conditions for a passivation obligation
were not met; According to our own assessment, such a provision would have been substantial if it had been recognized as a liability.

The company's net equity increased 3.8 times from EUR 10.1 million at the end of 2018 (73% of total assets) to EUR 38.2 million (91% of total assets) at the end of 2019
due to the Series C financing round .

Achievement of objectives and overall statement by the management on the economic situation

Overall, the managing directors are very satisfied with the progress made in the 2019 financial year and early 2020.

The Series C financing round closed later than originally planned, which delayed planned development progress. This was partly due to the complexity of getting a new
investor from China on board and negotiating the joint venture agreements with the Geely Group for China - a process that took over a year overall (financing and JV) .

On the other hand, the joint venture with the Geely Group offers the company a tremendous opportunity to be one of the first, or possibly even the first, providers of UAM
services in Chinese cities - an opportunity that has tremendous potential value for Volocopter.

The impact of the funding delay was mitigated somewhat by, among other things, the company having to wait for the new EASA SC-VTOL to be released before
finalizing the VoloCity design specifications. Since the SC-VTOL was only published in July 2019, the completion of the construction specifications coincided with the
first closing date for the financing round. The company was able to place its component orders for the VoloCity immediately after the subscription deadline and
immediately start scaling the organization.

The management is therefore of the opinion that the company is now in an excellent position to speedily complete the development of the VoloCity. This is a prerequisite
for achieving the company's main objective: to build and certify the VoloCity within the next three years. The main risks to this goal no longer lie in the technical design of
the aircraft or in the regulatory requirements, but “only” in the implementation of the development and certification process. This is now more manageable and exposed to
significantly fewer external and regulatory risks than before the publication of the SC-VTOL.
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In addition to the advances in the design and specification of the VoloCity, Volocopter has also demonstrated tremendous success to the world in demonstrating its
capabilities and achieved all related goals - especially the test and demonstration flights in Helsinki, Stuttgart and - with the greatest visibility and attention worldwide - in
Singapore.

The funds raised in the first and second closings of Series C will give Volocopter significantly greater financial flexibility and the necessary financial basis to reach its next
milestones in the development and preparation of the commercialization of the VoloCity.

The company will continue to need additional funding to deliver on its strategic roadmap. With the successful conclusion of the Series C round and a significantly
improved presence with potentially further international investors, the managing directors are of the opinion that Volocopter is now very well positioned to realize such
further financing (with the risks referred to below in " Opportunity and Risk Report "is also received).

Business segments

Development and certification of aircraft

Volocopter's aircraft development and certification division reached several important milestones in 2019. The most outwardly visible was the receipt of the DOA
certificate from EASA in December.

The completion of the design phase for the VoloCity was another important milestone for the future of the company. The company's first planned aircraft for commercial
air traffic is to be certified according to the highest EASA standard for passenger transport in accordance with EASA's SC-VTOL. The application for such certification
was submitted in 2017  .

The company has also made further progress in recruiting and retaining highly skilled engineers for its various development teams (e.g. avionics (avionics), software,
battery systems, etc.) and for its airworthiness (certification) department.

This progress was made even though the total cost of these areas was well below their annual budgets, reflecting the company's prudent spending and slightly slower
development prior to the completion of Series C funding.

Urban air taxi / UAM services

Volocopter has also continued preparations for the establishment and commercial launch of its UAM services business. In close cooperation and in dialogue with
governments and civil aviation authorities, Volocopter has advanced the preparation for the commercial and operational launch in several cities in Asia, Europe and the
Middle East. Some of these activities were noticed by the media around the world, such as the public Volocopter flight in Singapore and the company's appointment to the
regulatory "sandbox" in London / United Kingdom. Other activities proceed behind the scenes, in bilateral exchanges with cities and other authorities.

The company's business development team has made strong strides in developing other aspects of the UAM services business. An important part of this are new and
deeper partnerships with other companies for various aspects of the business model and the ecosystem. For example, cooperation with future maintenance partners was
established and discussions were held with several potential real estate partners in many cities in Europe and Asia. This secures landing sites and routes that are essential
for the preparation of future UAM services.

Last but not least, the company is also making progress on its roadmap for establishing the future IT framework for the UAM business. The aim is to develop and operate
the IT for the customer booking platform in close partnership with global IT service companies. This ensures the operation and provision of UAM services to customers as
well as the safe and reliable management of the global Volocopter fleet.

Business development costs for UAM services were below budget for reasons similar to those outlined above for aircraft development.

VoloDrone

In 2018, the company decided to set up its own division for the development and commercialization of a drone for logistics, agriculture and other purposes, based on its
already developed technologies. In 2019, a dedicated team moved to a newly established development center in the Munich-Gilching Technology Center near
Oberpfaffenhofen Airport. The new location was primarily chosen to operationally separate the engineering teams of the VoloDrone and the Volocopter / VoloCity so that
both teams can fully focus on the further development of their respective projects. At the same time, synergies between the two teams will continue to be created and used.

The VoloDrone team reached its first major, publicly visible milestones in 2019 with the completion and maiden flight of the VoloDrone prototype and its public
presentation at Agritechnica in collaboration with the agricultural technology group John Deere.

Due to its strong synergies and thanks to the use of many existing technologies from the existing Volocopter 2X multicopters, the VoloDrone prototype and the VoloDrone
organizational unit operate on a very limited budget. This should increase slowly in the next few years before the commercial launch of the VoloDrone, which is targeted in
the next two to three years.

Administration and group functions

At the administrative and corporate function level, the company has made advances in many aspects including central project management, people and operations, risk
management, preproduction, and finance.

The company has set up central process management for its most important technical processes. We are currently in the process of setting up a central project management
office (PMO) that will be responsible for the central administration and reporting of its strategic core projects. Volocopter has also made further progress in implementing
'agile' working and (project) management methods for its entire team. This step serves to shift the focus of its activities to the company's most important strategic goals.

Substantial investments have been made in a comprehensive framework for a fair and transparent, yet flat and agile employee compensation system. As part of this
program, the company's Advisory Board approved a "Virtual Stock Options For All" (VESOP) program. As part of this, all current permanent employees received an
allocation of virtual share options according to their respective “VoloLevel”.

In terms of risk management, the company has begun to implement key elements of a comprehensive risk management framework, including, for example: a risk
assessment scheme and a system for tracking key results of its product development roadmap; Controls and delegated powers over its purchase-to-pay process; and a
monthly cost vs. budget control process for department heads.

Volocopter's production department is preparing to set up and first scale their VoloCity production to 50-100 units per year. This should be the first step on the way to an
industrial production of Volocopters worldwide.

Opportunity and risk report

Opportunity and risk management

Volocopter regularly examines and analyzes opportunities and risks at the strategic and general corporate level in a structured strategy review and adjustment process based
on the “scale up” method. It was specially developed for growth companies in the current development stage by Volocopter.

9
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At the operational level, the organization and processes of operational risk management at Volocopter are based on the regulatory requirements for the development,
production and certification (and in the future also for the operation) of aircraft. These requirements encompass the entire value chain of Volocopter, from the original
aircraft concept through the technical design process and tests to production and operation. They are summarized and operationalized in the EASA Good Practice
Guidelines, which are regularly published under

• www.easa.europa.eu/ eas a-an d-you / aircraf t-products / desig n-organizations / desig n-organization s-approvals and

• www.easa.europa.eu/ eas a-an d-you / aircraf t-products / productio n-organization s-approvals are published.
Following the regulatory requirements, Volocopter has set up a traditional three-tier organization and risk management process. In this organization, the operational unit or
department (e.g. battery development department or avionics department) is directly responsible for regulatory compliance and risk management for their respective area
(first line of defense). The Volocopter Airworthiness Department is the internal organization responsible for managing, controlling and reviewing compliance with
regulatory requirements by the operating units (second line of defense). EASA and other supervisory authorities are responsible for external auditing of internal staff,

Chances and risks in detail

Volocopter's opportunities and risks include general business risks and opportunities as well as aircraft and aviation-specific risks and opportunities:

Aircraft and aviation-specific opportunities and risks

The most important opportunity for Volocopter is that the company is expected to lead the way in the manufacture and certification of eVTOLs / air taxis  . Volocopter
intends to be the first UAM services company to enter the market. Volocopter assumes that this will give it a very significant competitive advantage over future market
participants.

In a NASA study  , the Volocopter is rated as more energy and cost efficient compared to helicopters and eVTOL models with wings for flights of less than 90 km
distance (e.g. in cities). In addition, due to its construction, a much lower noise profile is generated than by many other eVTOL concepts and certainly than by helicopters
(more on this in the Volocopter whitepaper "Pioneering the Urban Air Taxi Revolution", available on the company website www.volocopter.com  ).

In addition, Volocopter benefits greatly from its certification and commercialization leadership role in building key business and technology partnerships. Many companies
in the mobility and aerospace industries want to work with a UAM industry pioneer to bring their products to this important new market. Volocopter has established
technology and business partnerships with important companies from the aviation industry and related sectors, including (in alphabetical order) ADAC Luftrettung,
Airmap, Allianz, Daimler, DB Schenker, DFS Deutsche Flugsicherung, Diehl Aviation, Fraport, Geely, Grab, Honeywell , Intel, Japan Airlines, Mitsui Sumitomo
Insurance, Skyports, Unifly and many others. Some of these companies have invested directly in Volocopter to support the partnerships and share in their success.

On the risk side, Volocopter is essentially exposed to three aviation and product-related risks: the general product-to-market risk, the certification risk and (in the future)
the risks of an aviation operator.

The general product -to-market risk is the risk of the timely completion of product development and production as well as the risk of whether the product is the right
product for the respective market at the given time. The company analyzes and explains in detail the rationale behind its VoloCity design in its urban air mobility
whitepaper and explains why it believes it is the best product design for the UAM market today using the technologies currently available. 1 While it expects that future
technology innovations will enable more advanced product designs and will continue to invest heavily in product development, it is likely that product innovation will
proceed more slowly than other industries. This is due to the fact that components for aviation purposes generally have to be certified and therefore tend to lag behind in
the technological innovation cycle.

The certification riskis the hypothetical risk of not obtaining the required certification to design, manufacture and operate aerospace products. Volocopter has made
great strides in this regard in recent years. For example, in 2019 the company received approval as a development organization (DOA) from EASA and secured exclusive
access to an EASA-certified aircraft manufacturing company. Volocopter is now on the way to EASA type certification for its VoloCity aircraft. In July 2019, EASA
published its certification requirements for this new type of aircraft, clarifying the requirements for obtaining an aircraft type certificate for the commercial transport of
passengers. Encouraged by this, Volocopter is very confident that it should be able to obtain such a type certificate. The remaining risks in this regard are mainly due to
execution and financing.

General business risks and opportunities

Volocopter's main business risk at the moment is the risk of funding the path to certification and commercial production of its aircraft and the commercial launch of its
UAM services business. Although the Series C funding round has made Volocopter one of the top five best-funded companies in the eVTOL industry worldwide, the
company believes that significant additional funding will be required before positive cash flow is achieved. Volocopter cannot make any final statements about when it will
likely be profitable. While Volocopter expects each city's operational unit to become profitable within less than a year or two of its launch, its profitability at the group
level will also depend on its future pace of growth. The company would like to uphold this, provided it can raise sufficient financial resources,

Volocopter defines ' execution risk' as the risk of executing its strategic plans, that is, finding, hiring and retaining excellent aerospace engineers, business professionals
and managers, acquiring and commissioning the best suppliers and other elements in the execution of its strategy. The management regards the implementation risk as the
most important operational risk alongside the certification risk.

In connection with the current global economic and financial crisis ("Corona" or " Covid 19 crisisSince many of their technologies are still in the development phase
and the production of most components has been outsourced to suppliers, the company does not expect any negative effects from the home working period for the time
being. This could change if home work is extended significantly. The ability to meet investors and the stability of the financial markets will be important for future
fundraising. This can result in risks for the company if one or both are not present. Management will closely monitor further developments and, if necessary, take further
measures to ensure liquidity (e.g.

Overall statement on opportunities and risks

Overall, Volocopter is in a phase of opportunities and risks that is typical for technology companies with high growth potential in later phases:

• The business opportunities are enormous due to the very large volume and depth of the (urban) mobility market in general as well as the particular
attractiveness and attraction of traveling in the air, while traffic on the ground is largely stuck in traffic jams;

• Growth and market realization risks are still substantial, but no longer as risky as they were for most technology companies in the earlier stages; there
seems to be a general consensus among the industry analysts of the studies cited above (McKinsey & Co; Oliver Wyman) that UAM services have a very large
market potential, only the exact time and market shares are still uncertain; and

• The financing in UAM sector growing rapidly  , as the industry progresses and the attention of investors increases, leading to better availability of funds for
individual businesses, especially leader leads. The amounts of funding increase and the valuation increases, which makes it more difficult to raise individual
capital, but at the same time the amounts of investment of investors interested in the company are increasing; and the company is attracting more and more
strategic investors, often investing on the basis of a business partnership.
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As a company aiming at fully sustainable mobility powered by electricity from renewable energy sources, thereby supporting the well-being of people in cities, while
reducing the impact on pollution and the earth's climate, Volocopter is benefiting from the current wave the support and investor interest in sustainable investments.

In terms of financing in particular, Volocopter will have to face a number of other challenges. Because the development budgets are still high and the income in the first
years of operation will not be enough to cover his investments in research and development, new products and new markets. The company mitigates this risk by actively
raising funds throughout the year and by working with leading partners in raising investor capital. Volocopter has seen a significant increase in investor interest in the
sector with several large reference deals in general, and in itself too, with several large financial and strategic investors in the later stage of the process for a potential
investment. Management believes that as it advances on its path to certification, it will increasingly have access to public capital markets should this be necessary to
further fund the company. One of the specific risks to the continued financing of the company is that a downturn in the economic cycle could lead to decreased investor
interest, as is generally seen with economic downturns. that as it advances towards certification, it will increasingly have access to public capital markets, should this be
necessary to further finance the company. One of the specific risks to the continued financing of the company is that a downturn in the economic cycle could lead to
decreased investor interest, as is generally seen with economic downturns. that as it advances towards certification, it will increasingly have access to public capital
markets, should this be necessary to further finance the company. One of the specific risks to the company's continued financing is that a downturn in the economic cycle
could lead to decreased investor interest, as is generally seen with economic downturns.

Description of the accounting-related internal control system and the risk management system

In the last two years the company has significantly strengthened its internal control and risk management system.

In this way, Volocopter has introduced a comprehensive purchase-to-pay process with several levels of control: in the phase of purchase / contract conclusion, invoice
approval and payment. The company uses technology that electronically tracks invoice verification and approval by the responsible department heads, as well as electronic
payment technology that processes all payments directly from the accounting system via electronic payment platforms. The company has also introduced an authorization
concept that defines rules, limits and controls for the delegation of purchasing and payment powers from the managing directors to individuals in the company.

In the 2019 financial year, Volocopter set up its internal controlling department, which among other things compares costs with the budget on a cost center basis and
controls individual expenditure items. Department heads and team leaders receive budgets as well as reports on expenses and investments that are checked against the
budget. Given the stage of development of the company and the high level of R&D spending, there is a particular focus on R&D planning and control.

outlook

Macroeconomic outlook

For 2020, the WBG's global economic outlook, entitled “Fragile, Handle with Care”, forecast a slight improvement in economic growth to 2.5% (4.1% for EMDEs). At the
same time, he saw significant risks to the global economy, including "the possibility of renewed exacerbation of global trade tensions, a sharp downturn in the major
economies and financial disruption in the EMDEs."

Due to the high level of debt, subdued productivity growth, the generally weak business climate and the ongoing trade disputes, the outlook saw only limited political
room for maneuver in the event that these risks materialize.

At the time of this writing, the outlook for the global economy has deteriorated significantly due to the economic and financial crisis caused by the Covid-19 virus
pandemic that has resulted in recession in Europe and the United States. The overall implications for the financial markets are not yet clear. At this point in time, the worst
downturn in the financial markets appears to be halted by swift and vigorous government intervention. In view of the already high national debt in some parts of the world,
especially in the US, it is unclear how stable this situation will be. 

Even before the Corona crisis, ongoing trade tensions between the USA and China, affecting the Chinese economy and its international trading partners, threatened world
trade and the most important economies. 

Sector outlook

The outlook for UAM's services and products continued to develop rapidly and positively over the course of 2019. Cities and state governments as well as aviation safety
authorities are increasingly enthusiastic about this sector and are actively approaching Volocopter in order to win the company over to start its business activities in the
respective regions. Among other things, they provide sponsoring and active support on the way there.

Many large technology providers for the aviation industry have started to recognize this emerging market as a relevant opportunity and are actively seeking a conversation
with Volocopter to establish a partnership and supplier relationship. This is important because an active and diverse supplier base will help Volocopter to procure its
technologies and components on time and on market terms.

The company does not expect the current economic crisis to have a lasting impact on its business as the products are still in development anyway. Overall, the company
assumes that the Covid-19 virus pandemic could benefit individual transport means such as the Volocopter air taxis, as opposed to mass transport.

Changes in business and organization

Between December 31, 2018 and December 31, 2019, the Volocopter team grew from 77.2 to 100.6 full-time equivalents (FTE). The company expanded its organization
both in breadth and depth. The technology teams in particular have acquired new specialist knowledge from smaller and larger to the largest aircraft manufacturers as well
as from technology specialists.

In preparation for its market launch in the country, the company set up a representative office in Singapore. The company promoted its business development manager to
chief commercial officer. This underscores the importance of his commercial team who will be responsible for rolling out the UAM service business in major cities around
the world over the next few years.

With the conclusion of the Series C financing round, Dr. Dieter Zetsche, former CEO of Daimler AG and Martin Hubschneider, founder of CAS Software AG, as
independent advisory board members. Frank Li, former CFO of Geely, joined the advisory board as representative of the new shareholder Geely and at the beginning of
2020 Jochen Thewes, CEO of the new shareholder DB Schenker, followed.

Outlook for Volocopter GmbH

As part of the new strategy for 2020-22, Volocopter's primary goal is to further advance the introduction of the VoloCity. As part of this goal, the company is aiming to
complete the construction of the first VoloCity B0 prototype for its type certification process, as well as preparing for an EASA test flight certification, which it intends to
receive in early 2021.

The company is also preparing for small series production of around 50-100 units per year of the VoloCity model, whose type certification is currently being sought for the
end of 2022. At the same time, the plans for the start of UAM service operations in the first countries of operation as well as for the necessary backend technologies and
the establishment of the operational team on site are ongoing.

Last but not least, the company is working with the VD-150 model to develop the first marketable product (“Minimum Viable Product - MVP”), the VoloDrone, with
which the first sales are to be achieved in 2021.

14th
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In order to achieve its goals, Volocopter will continue to expand its organization considerably and continue to invest heavily in it. The focus remains on completing the
design and development of components for the VoloCity, for which Volocopter plans to spend around 80% of its budget in 2020.

The company expects its sales to remain close to zero in 2020 as well, as sales are currently only generated from events and public grants. Furthermore, the planning
provides that the development and personnel costs will rise significantly in 2020 in order to further advance the completion of the VoloCity.

Administrative and personnel costs are also likely to rise significantly as a result of the growing team and investments in management and administration teams as well as
in technology (e.g. the planned introduction of an ERP system).

Overall, the annual deficit for 2020 is likely to increase significantly compared to 2019. This increase is due to the continued high investments in the development of the
VoloCity.

Overall statement by the managing directors on the expected development of Volocopter

The managing directors are convinced that the company's focused strategy to introduce the first certified commercial aircraft for the operation of UAM services in cities is
the right priority for the coming years. An equally targeted introduction of the first MVP of the VoloDrone will complement the future UAM passenger business.

With this strategy, the managing directors are convinced that the company is at the forefront of its industry and will exploit its maximum potential. Both in terms of market
leadership and growth in its commercial operation, as well as in terms of fundraising en route to such a commercial operation.

Corporate governance

Advisory board and managing director

The company's advisory board, which is responsible for advising and controlling the managing directors, consisted of the following people until the conclusion of the
Series C financing round on November 29, 2019:

• Stefan Klocke, Business Angel (Chairman)

• Alexander Zosel, founder

• Stephan Wolf, founder

• Thomas Ruf, business angel

• Susanne Hahn, Daimler AG

• Lukasz Gadowski, Lukvolo and Luktev
On December 16, 2019, the advisory board was newly appointed as follows:

• Stefan Klocke, chairman (member of the advisory board for ordinary shares)

• Susanne Hahn, Daimler AG (Member of the Advisory Board of Series B)

• Lukasz Gadowski, Lukvolo and Luktev (Advisory Board member of Serie B)

• Frank Li, Geely Group (Series C Advisory Board Member)

• Dr. Dieter Zetsche (independent member of the advisory board)

• Martin Hubschneider (independent member of the advisory board)
After the end of the financial year, in March 2020, DB Schenker nominated Jochen Thewes, CEO of DB Schenker, as one of the two Advisory Board members of Series C,
thus completing the company's seven-member advisory board. With effect from April 22, 2020, Arne Henning, who represents Lukvolo and Luktev, will replace Lukasz
Gadowski as one of the two advisory board members of Series B.

The company's managing directors, who are responsible for defining the strategy and day-to-day management, were:

• Florian Reuter, CEO

• Jan-Hendrik Boelens, CTO

• Rene Griemens, CFO
After the end of the financial year, Christian Bauer was appointed Chief Commercial Officer (CCO) with power of attorney, but not as Managing Director.

Forward-Looking Statements

This management report contains forward-looking statements, eg statements that contain terms such as “believe”, “assume”, “expect”, “plan”, “target” or similar
expressions. Such forward-looking statements represent the estimates and expectations of Volocopter and are subject to known and unknown risks, uncertainties and other
factors that could cause a material difference between the actual results, the financial situation and / or the development or performance of the company and those therein
Statements expressly or implicitly assumed results, the financial situation and / or the development or performance of the company may lead.

These factors include, but are not limited to: (1) general market, macroeconomic, government, and regulatory trends; (2) changes in financial markets, exchange rates and
the company's ability to raise additional funding; (3) regulatory measures and certification of the company's processes and products; (4) the competitive landscape; and (5)
other risks and uncertainties inherent in Volocopter's business.

Volocopter is in no way obliged (and expressly disclaims any obligation) to update or change its forward-looking statements, whether as a result of new information, future
events, or for any other reason, unless required by applicable law or regulation .

Nothing contained herein is a promise or representation regarding the future performance of Volocopter or is intended to be relied upon.

This management report contains cross-references to further information that is not part of the management report. The relevant points are marked in the management
report with the word “reference” and are not part of the management report.

Bruchsal, April 30, 2020
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Balance sheet as of December 31, 2019
assets

December 31, 2019  
€

December 31, 2018  
€

A. Fixed assets
I. Intangible Assets
Purchased concessions, industrial property rights and similar rights and values   as well as licenses to such rights and
values

365,375.06 228,286.00

II. Tangible assets
1. technical systems and machines 138,575.99 78,268.00
2. other equipment, factory and office equipment 1,592,862.90 1,656,871.00
3. Advance payments made and assets under construction 0.00 168,524.50

2,096,813.95 2,131,949.50
B. Current Assets
I. Inventories
Raw materials and supplies 265,150.00 0.00
II. Receivables and other assets
1. Trade accounts receivable 63,767.50 3,696.17
2. Other assets 476,056.81 884,795.77
III. Cash and bank balances 38,912,221.67 10,778,813.12

39,717,195.98 11,667,305.06
C. Prepaid expenses 164,964.12 59,480.40

41,978,974.05 13,858,734.96
liabilities

December 31, 2019  
€

December 31, 2018  
€

A. Equity
I. Drawn capital 134,614.00 104,430.00
II. Capital reserve 78,672,449.99 31,474,850.55
III. Loss carryforward -21,486,700.40 -6,408,358.12
IV. Annual deficit -19,138,360.60 -15,078,342.28

38,182,002.99 10,092,580.15
B. Provisions
other provisions 1,128,552.00 522,780.00
C. Liabilities
1. Trade accounts payable 1,059,022.14 1,833,696.02
2. other liabilities 1,568,396.92 1,409,678.79

2,627,419.06 3,243,374.81
D. Prepaid expenses 41,000.00 0.00

41,978,974.05 13,858,734.96
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Income statement for the period from January 1 to December 31, 2019

2019  
€

2018  
€

1. Sales 644,519.35 178,989.54
2. Other own work capitalized 0.00 505,573.50
3. other operating income 308,267.83 48,421.25
4. Cost of materials
a) Expenses for raw materials and supplies and for purchased goods 3,020,050.51 5,448,366.27
b) Expenses for purchased services 1,370,712.84 1,617,784.99

4,390,763.35 7,066,151.26
5. Personnel expenses
a) Wages and salaries 7,860,772.94 4,229,011.72
b) social security and pension and support expenses 1,221,691.02 744,766.48

9,082,463.96 4,973,778.20
6. Depreciation on intangible assets and property, plant and equipment 1,184,415.28 649,128.99
7. other operating expenses 5,248,220.52 3,107,150.22
8. Interest and Similar Expenses 172,256.67 12,199.23
9. Profit after tax -19,125,332.60 -15,075,423.61
10. other taxes 13,028.00 2,918.67
11. Annual deficit -19,138,360.60 -15,078,342.28

Appendix for the 2019 financial year

General

The present annual financial statements as of December 31, 2019 have been prepared in accordance with the provisions of the German Commercial Code (HGB) and the
GmbHG.

In the interests of better clarity and clarity, we have included the notes to be added to the items of the balance sheet or profit and loss account in accordance with the
statutory provisions, as well as the notes that are optionally to be made in the balance sheet or profit and loss account or the appendix listed.

The profit and loss account is prepared according to the total cost method in accordance with Section 275 (2) HGB.

The company is a medium-sized corporation within the meaning of Section 267 (2) HGB. The size-dependent relief under Section 288 (2) of the German Commercial
Code (HGB) was used when drawing up the notes.

The annual financial statements were drawn up on the basis of the going concern premise. Due to the research and development phase and the planned expansion of
business operations, a persistent loss situation is to be expected for the time being. The management assumes that these necessary funds can continue to be generated
through equity and debt capital measures. With the Series C financing round, which was completed in March 2020, the company's liquidity position could be significantly
improved.

Register information

Volocopter GmbH, with its headquarters in Karlsruhe, is entered in the Mannheim Commercial Register, Department B, with the number 702987.

Accounting policies and material changes

Purchased intangible assets are valued at acquisition cost and reduced by accumulated depreciation. Scheduled depreciation is carried out using the straight-line method
over the respective expected useful life.

Property, plant and equipment is stated at the acquisition / production cost that must be capitalized and, if it is subject to wear and tear, reduced by scheduled straight-line
depreciation.

The following useful lives are used as a basis for depreciation:

Intangible assets
Purchased concessions and property rights 5-10 years
EDP   software and licenses 2-5 years
Property, plant and equipment
Technical equipment and machinery 3-12 years
Other equipment, factory and office equipment 3-13 years
other equipment, operating and office equipment (batteries) performance-related

The company has decided to change the accounting treatment of Volocopter prototypes (previously shown with a depreciation period of three years under other equipment,
factory and office equipment) in the 2019 financial year. Since both the design and the technology are subject to rapid improvements, the prototypes of the first and second
generation created so far are too short-lived to be able to use them in the long term according to previous assumptions, so that it would not be appropriate to report them as
fixed assets.

Therefore, as of December 31, 2019, all Volocopters were fully written off and written off. This includes a Volocopter that was under construction as of the previous year's
reporting date. An exception to this is a Volocopter, which is to be used for trade fair purposes over the next two years. Overall, the change in valuation results in an
impairment loss of EUR 364 thousand.
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Another change in assessment concerns the accounting treatment of batteries from the VCC series. Unlike the previous series, these should not only be used for the
prototypes, but also in the long term for future Volocopter prototypes ready for series production. Batteries with a total value of EUR 612 thousand were purchased in the
financial year. These are shown in the fixed assets under other equipment, factory and office equipment and depreciated according to their useful life, which is measured in
expected charging cycles versus the actual charging cycles. In previous years, the batteries acquired were recognized immediately in the cost of materials.

With the exception of batteries, additions are depreciated using the straight-line method. In the year of acquisition, the depreciation is pro rata. Wearable, movable, low-
value assets with acquisition costs of up to EUR 800.00 are fully depreciated under commercial law in the year of acquisition, in application of the tax regulations (Section
6 (2) EStG) and shown in the asset history as additions and disposals.

Inventories are valued at acquisition cost. The raw materials, consumables and supplies reported as of December 31, 2019 in the amount of EUR 265 thousand relate to
inventories for development work valued at acquisition cost. As of December 31, 2018, these were still immaterial.

Receivables and other assets are valued taking into account all identifiable risks.

Payments made before the balance sheet date are recognized as prepaid expenses insofar as they represent expenses for a certain period after this point in time.

Cash in hand and bank balances are valued at face value.

The items of equity are shown at their nominal value.

The provisions take into account all identifiable risks and uncertain obligations and are valued at the amount required to be settled based on a reasonable commercial
assessment.

There were no provisions with a remaining term of more than one year.

Liabilities are shown at the settlement amounts.

Income before the balance sheet date is recognized as deferred income if it represents income for a certain period after this point in time.

Receivables and liabilities in foreign currencies with a remaining term of up to one year are converted at the mean spot exchange rate on the balance sheet date.

Notes on the balance sheet

Capital assets

The development of fixed assets can be seen in the fixed asset movement schedule.

Stocks

The raw materials and supplies amounted to EUR 265 thousand as of December 31, 2019 and mainly relate to motor controllers and motors.

Receivables and other assets

The trade receivables amounted to EUR 64 thousand as of the balance sheet date (previous year: EUR 4 thousand). There were no claims against the shareholders on the
balance sheet date (previous year: 0 EUR).

The other assets amounted to EUR 476 thousand on the balance sheet date (previous year: EUR 885 thousand), of which EUR 301 thousand from taxes (previous year:
EUR 787 thousand).

Other assets include receivables from rental deposits amounting to EUR 81 thousand that have a remaining term of more than one year. All other receivables and other
assets have a remaining term of up to one year.

Equity

The subscribed capital increased in the past fiscal year through capital contributions as part of the Series C financing round by EUR 30 thousand to EUR 135 thousand.
The capital reserve increased by additional payments from the shareholders in the context of this transaction by EUR 47,198 thousand to EUR 78,672 thousand.

accruals

The other provisions essentially include provisions for outstanding invoices 517 kEUR (previous year: 145 kEUR) as well as provisions for obligations from the personnel
area 422 kEUR (previous year: 242 kEUR) and vacation provisions 152 kEUR (previous year: 98 kEUR).

liabilities

The composition of liabilities:

in EUR thousand total up to 1 year 1-5 years over 5 years
Liabilities from L + L 1,059 1,059 - -
Other liabilities 1,568 317 1,251 -
of which from taxes 280 280 - -
of which from social security 14th 14th - -

2,627 1,376 1,251 -

Notes on the income statement

Other company income

Other operating income includes income from currency translation in the amount of EUR 667.75 (previous year: EUR 25.80).

Personnel expenses

Personnel expenses amounted to EUR 9,082 thousand (previous year: EUR 4,974 thousand), of which EUR 67 thousand (previous year: EUR 23 thousand) relate to
pension expenses.

Depreciation

Extraordinary depreciation was made on Volocopter (other equipment, operating and office equipment) totaling EUR 364 thousand (see section “Accounting methods and
significant changes”).

Other operating expenses

Other operating expenses include expenses from currency translation in the amount of EUR 2 thousand (previous year: EUR 11 thousand).
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Other financial obligations

As of December 31, 2019, there are financial obligations from rental and leasing contracts with the following amounts and due dates:

Total  
in EUR thousand

Up to 1 year  
in EUR thousand

1-5 years  
in EUR thousand

Over 5 years  
in EUR thousand

1,899 556 1,343 0
In addition to the minimum interest rate of 1.00% pa, a profit-related bonus interest rate was agreed in the crowdfunding loan agreement. Due to the annual deficit for the
2019 financial year, the bonus interest in accordance with Section 9 No. 1 of the crowdfunding loan agreement does not apply. Since the bonus interest depends on the
company's future earnings position, no statement can currently be made about the level of the interest rate risk.

The company has set up a virtual employee participation program which can trigger payment obligations on the part of the company in the event of an exit. In accordance
with the German case law on such participation programs, the management does not passivate the obligations, as such an exit case has not occurred at the current time.

In addition, the company has certain payment obligations that are triggered in the event of a financing round. The management does not pass the obligations on as such a
financing round had not yet been concluded as of the balance sheet date.

In 2019, a preliminary agreement on a joint venture with Geely (Zhejiang Geely Holding Group Co., Ltd.), which will allow the company to participate in the future in the
amount of CNY 4,900,000.00 (equivalent to EUR 626 thousand as of the balance sheet date), was also awarded establishing joint venture in China.

Other mandatory disclosures

Contingent Liabilities

As of December 31, 2019, there were no contingent liabilities pursuant to Section 251 HGB.

Information on personnel development

In the past financial year, the company had an average of 92 employees (excluding managing directors and interns / working students). The employees were divided into
the following areas:

administration
Research and
Development sales and marketing

15th 69 8th
At the end of the financial year, 99 employees (excluding managing directors and interns / working students) were employed.

Events after the balance sheet date (supplementary report)

As part of the second Series C financing round in March 2020, the subscribed capital was increased by a further EUR 24 thousand to EUR 158 thousand through capital
contributions by the shareholders. In this context, the capital reserve increased by a further EUR 39,479 thousand.

The worldwide spread of the novel coronavirus SARS-CoV-2 increased steadily in the first months of 2020. There are currently considerable uncertainties as to the form in
which negative economic effects will occur over the course of the year and how long these will last. The company sees potential risks in particular in the implementation
of its development activities and for the procurement of further financial resources, since the length and intensity of the epidemic cannot be foreseen at the current time.
Taking into account the completed Series C financing round and strict cost and liquidity management, the management assumes that no risks to the continued existence of
the company are currently discernible.

Appropriation of profits

The management proposes to the shareholders' meeting that the annual deficit be carried forward to a new account.

Management information

In the financial year the business was through

• Mr. Florian Reuter, Dossenheim, Chief Executive Officer (CEO)

• Mr. Jan-Hendrik Boelens, Ettlingen, Chief Technology Officer (CTO)

• Mr. René Griemens, Karlsruhe, Chief Financial Officer (CFO)
guided.

In accordance with Section 286, Paragraph 4 of the German Commercial Code (HGB), the managing director's remuneration is not stated.

 

Bruchsal, April 30, 2020

Florian Reuter, managing director

Jan-Hendrik Boelens, managing director

René Griemens, managing director

Development of fixed assets in the 2019 financial year

Acquisition or
production cost

01/01/2019  
EUR

Additions  
EUR

Disposals  
EUR

Acquisition or
production cost

December 31, 2019  
EUR

A. Fixed assets
I. Intangible Assets
Purchased concessions, industrial property rights and similar
rights and values   as well as licenses to such rights and values

364,862.31 277,069.06 0.00 641,931.37

Total intangible assets 364,862.31 277,069.06 0.00 641,931.37
II. Tangible assets
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Acquisition or
production cost

01/01/2019  
EUR

Additions  
EUR

Disposals  
EUR

Acquisition or
production cost

December 31, 2019  
EUR

Technical equipment and machinery 84,605.79 75,833.00 0.00 160,438.79
Other equipment, factory and office equipment 2,382,162.43 796,377.67 924,225.90 2,254,314.20
Prepayments made and assets under construction 168,524.50 0.00 168,524.50 0.00
Total property, plant and equipment 2,635,292.72 872,210.67 1,092,750.40 2,414,752.99
Total fixed assets 3,000,155.03 1,149,279.73 1,092,750.40 3,056,684.36

Cumulative
depreciation
01/01/2019  

EUR
Additions  

EUR
Disposals  

EUR

Cumulative
depreciation
12/31/2019  

EUR
A. Fixed assets
I. Intangible Assets
Purchased concessions, industrial property rights and similar
rights and values   as well as licenses to such rights and values

136,576.31 139,980.00 0.00 276,556.31

Total intangible assets 136,576.31 139,980.00 0.00 276,556.31
II. Tangible assets
Technical equipment and machinery 6,337.79 15,525.01 0.00 21,862.80
Other equipment, factory and office equipment 725,291.43 860,385.77 924,225.90 661,451.30
Prepayments made and assets under construction 0.00 168,524.50 168,524.50 0.00
Total property, plant and equipment 731,629.22 1,044,435.28 1,092,750.40 683,314.10
Total fixed assets 868,205.53 1,184,415.28 1,092,750.40 959,870.41

Book value December
31, 2019  

EUR

Book value December
31, 2018  

EUR
A. Fixed assets
I. Intangible Assets
Purchased concessions, industrial property rights and similar rights and values   as well as licenses to such rights and
values

365,375.06 228,286.00

Total intangible assets 365,375.06 228,286.00
II. Tangible assets
Technical equipment and machinery 138,575.99 78,268.00
Other equipment, factory and office equipment 1,592,862.90 1,656,871.00
Prepayments made and assets under construction 0.00 168,524.50
Total property, plant and equipment 1,731,438.89 1,903,663.50
Total fixed assets 2,096,813.95 2,131,949.50

INDEPENDENT AUDITOR'S REPORT

To Volocopter GmbH, Karlsruhe

Examination Opinions

We have prepared the annual financial statements of Volocopter GmbH, Karlsruhe, - consisting of the balance sheet as of December 31, 2019 and the income statement for
the financial year from January 1 to December 31, 2019 as well as the notes, including the presentation of the accounting and Evaluation methods - checked. In addition,
we have audited the management report of Volocopter GmbH for the financial year from January 1 to December 31, 2019.

According to our assessment based on the knowledge gained during the audit

• the attached annual financial statements comply in all material respects with German commercial law regulations and, in compliance with German generally
accepted accounting principles, give a true and fair view of the company's assets and financial position as of December 31, 2019 and its earnings position for the
financial year from January 1 to as of December 31, 2019 and

• the attached management report gives an overall accurate picture of the company's position. In all material respects, this management report is consistent with
the annual financial statements, complies with German legal requirements and accurately presents the opportunities and risks of future development.

In accordance with Section 322 (3) sentence 1 of the German Commercial Code (HGB), we declare that our audit has not led to any objections to the correctness of the
annual financial statements and the management report.

Basis for the examination results

We carried out our audit of the annual financial statements and the management report in accordance with Section 317 of the German Commercial Code (HGB), taking
into account the generally accepted German auditing principles established by the Institut der Wirtschaftsprüfer (IDW). Our responsibility under these regulations and
principles is further described in the section "Responsibility of the auditor for the audit of the annual financial statements and the management report" of our auditor's
report. We are independent of the company in accordance with German commercial and professional regulations and have fulfilled our other German professional
obligations in accordance with these requirements. We believe
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Responsibility of the legal representatives for the annual financial statements and the management report

The legal representatives are responsible for the preparation of the annual financial statements, which comply with the German commercial law in all essential respects,
and for ensuring that the annual financial statements give a true and fair view of the assets, financial and earnings position of the in compliance with the German principles
of proper accounting Society mediates. In addition, the legal representatives are responsible for the internal controls that they have determined to be necessary in
accordance with German generally accepted accounting principles in order to enable the preparation of annual financial statements that are free from material - intentional
or unintentional - misstatements.

When preparing the annual financial statements, the legal representatives are responsible for assessing the company's ability to continue business operations. They are also
responsible for disclosing issues relating to the going concern of the company, if relevant. In addition, they are responsible for accounting for the going concern basis of
accounting, unless actual or legal circumstances conflict with this.

In addition, the legal representatives are responsible for the preparation of the management report, which as a whole provides an accurate picture of the company's position
and is consistent with the annual financial statements in all material respects, complies with German legal requirements and appropriately presents the opportunities and
risks of future development . Furthermore, the legal representatives are responsible for the precautions and measures (systems) that they have deemed necessary to enable
the preparation of a management report in accordance with the applicable German legal regulations and to provide sufficient suitable evidence for the statements in the
management report can.

Auditor's responsibility for the audit of the annual financial statements and the management report

Our objective is to obtain sufficient certainty as to whether the annual financial statements as a whole are free of material - intended or unintentional - misrepresentation
and whether the management report as a whole gives an accurate picture of the company's position and, in all material matters, with the annual financial statements as well
is in line with the findings of the audit, complies with German legal requirements and correctly presents the opportunities and risks of future development, as well as
issuing an auditor's report that includes our audit opinions on the annual financial statements and the management report

Adequate security is a high level of security, but no guarantee that an audit carried out in accordance with Section 317 of the German Commercial Code (HGB) in
accordance with the German principles of proper auditing established by the Institute of Auditors (IDW) will always reveal a material misrepresentation.
Misrepresentations can result from violations or inaccuracies and are regarded as material if it could reasonably be expected that they individually or collectively influence
the economic decisions of the addressees made on the basis of these annual financial statements and management report.

During the examination, we exercise our due discretion and maintain a critical attitude. Furthermore

• we identify and assess the risks of material - intentional or unintentional - misrepresentations in the annual financial statements and management report, plan and
carry out audit procedures in response to these risks and obtain audit evidence that is sufficient and suitable to serve as a basis for our audit opinions. The risk
that material misrepresentations are not detected is higher in the case of violations than inaccuracies, since violations can involve fraudulent cooperation,
forgeries, intentional incompleteness, misleading representations or the overriding of internal controls.

• We gain an understanding of the internal control system relevant to the audit of the annual financial statements and the provisions and measures relevant to the
audit of the management report in order to plan audit procedures that are appropriate under the given circumstances, but not with the aim of providing an audit
opinion on the effectiveness of these Systems of society.

• We assess the appropriateness of the accounting methods used by the legal representatives and the acceptability of the estimated values   presented by the legal
representatives and the information related to them.

• we draw conclusions about the appropriateness of the going concern accounting principle applied by the legal representatives and, on the basis of the audit
evidence obtained, whether there is any material uncertainty in connection with events or circumstances, the significant doubts about the company's ability to
continue as a going concern can raise. If we come to the conclusion that there is material uncertainty, we are obliged to draw attention to the relevant information
in the annual financial statements and in the management report in the auditor’s report or, if this information is inappropriate, to modify our respective audit
opinion. We draw our conclusions based on the audit evidence obtained up to the date of our auditor's report. However, future events or circumstances can mean
that the company can no longer continue its business activities.

• we assess the overall presentation, structure and content of the annual financial statements, including the information, as well as whether the annual financial
statements present the underlying business transactions and events in such a way that the annual financial statements provide a true and fair view of the asset,
financial and the company's earnings.

• we assess the consistency of the management report with the annual financial statements, its compliance with the law and the picture it provides of the
company's position.

• we perform audit procedures on the future-oriented information presented by the legal representatives in the management report. On the basis of sufficient
suitable audit evidence, we particularly review the significant assumptions on which the future-oriented information is based on the legal representatives and
assess whether the future-oriented information was properly derived from these assumptions. We do not issue an independent audit opinion on the future-
oriented information or the underlying assumptions. There is a significant unavoidable risk that future events will differ materially from the forward-looking
statements.

Among other things, we discuss with those responsible for monitoring the planned scope and timing of the audit as well as significant audit findings, including any
deficiencies in the internal control system that we discover during our audit.

 

Berlin, April 30, 2020

PricewaterhouseCoopers GmbH  
auditing company

Steffen Heilmann, auditor

ppa. Johannes Häner, auditor

The annual financial statements as of December 31, 2019 were approved on June 16, 2020.
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