System for the remuneration of the members of the Management Board of LEG
Immobilien SE pursuant to Section 87a of the German Stock Corporation Act
(AktG)
Preamble
A resolution on the approval of the remuneration system for the members of the Management
Board of LEG Immobilien SE ("LEG") presented by the Supervisory Board was already passed
at the 2020 Annual General Meeting. The shareholders voted in favour of the approval of the
remuneration system with a majority of 77.83% of the votes cast. This remuneration system shall
apply upon conclusion of the adjusted Management Board employment contracts as of 1 January
2021. Despite the majority approval, the Supervisory Board dealt intensively with the
shareholders' criticism of the remuneration system presented and carried out an intensive review.
Based on the results of this review, the remuneration system was specifically revised.
On 8 March 2022, the Supervisory Board of LEG - based on the recommendation of the Presiding
Committee - adopted a revised system for the remuneration of the members of the Management
Board pursuant to Section 87a para. 1 AktG. This revised system is to be submitted to this year's
Annual General Meeting on 19 May 2022 for resolution on approval pursuant to Section 120a
para. 1 AktG due to the significant changes. The revised remuneration system shall be applicable
to all active members of the Management Board as well as to new Management Board
employment contracts to be concluded as of 1 January 2022.
Taking into account shareholder criticism and LEG's corporate strategy, the adjustments to the
remuneration system for members of the Management Board are as follows:
-

-

-

-

Abolition of the transaction bonus: Continued criticism of this element of remuneration
by shareholders has led the Supervisory Board to abolish the possibility of granting a
transaction bonus. The Management Board has also already waived the payment of the
transaction bonus in 2021.
Strengthening share orientation: In order to align the interests of the Management
Board even more closely with those of the shareholders, the dependence of Management
Board remuneration on the development of the company's share price will be significantly
increased. This will be done, on the one hand, by adjusting the plan type of the long-term
variable remuneration to a performance share plan instead of the previous performance
cash plan. On the other hand, a share purchase obligation in the amount of 25% of the
payment amount from the performance share plan is provided for.
Adjustment of the performance targets: In order to make it easier for the shareholders
to compare the Funds from Operations I (FFO I) performance target with other
companies, FFO I per share will be taken into account in the short-term variable
remuneration instead of FFO I in the future. In addition, in order to reduce complexity
and to focus on the comparison with relevant competitors, the use of absolute total
shareholder return (TSR) will be dispensed with and the weighting of relative TSR will
be increased instead.
Increase in target remuneration: The waiver of a transaction bonus in 2021 and its
abolition as of 2022 significantly reduce the remuneration that can be realised in the
future. In order to ensure competitive and customary remuneration, the Supervisory
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-

Board has provided for an increase in the target remuneration by approximately one third
for the Chairman of the Management Board and by one quarter for the members of the
Management Board to compensate for the abolition of the transaction bonus.
The remuneration increase takes into account the positive business development of
recent years. For example, the FFO I per share has increased by 8.3% per year since 2018.
In addition, LEG's TSR has developed above average compared to comparable companies
in recent years. The Management Board has made a significant contribution to this
development.
For the Chairman of the Management Board, Lars von Lackum, a reduction in
remuneration had been agreed as an entry level when he joined, as this was his first
appointment as Chairman of the Management Board. Mr von Lackum has proven himself
in the role of Chairman of the Management Board. The increase in his remuneration will
raise it to a level commensurate with his area of responsibility.
In order to reflect a stronger focus on sustainability in the remuneration structure, the
increase in the target remuneration is mainly made in the long-term variable
remuneration. As a result of the adjustment of the target remuneration, the maximum
remuneration will be increased to € 4.8 million for the Chairman of the Management
Board and € 3.1 million for the members of the Management Board.

1.

Principles of the Management Board remuneration system

LEG stands for a solid and sustainable business model, profitability and financial strength. This
is reflected in particular in our long-term strategy.

The goal of the strategy is sustainable growth that takes into account the interests of the
stakeholders tenants, investors, employees and society in equal measure. The strategy is built on
the three cornerstones of 1) optimising our core business, 2) expanding our value chain and 3)
strengthening our portfolio. The management of the existing flats remains LEG’s core business.
The optimisation of this core business is an ongoing strategic task in order to offer clients
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attractive, affordable housing and to guarantee investors an appropriate return on their capital. In
addition, LEG wants to offer customers more than just renting, which is value chain is being
expanded and additional services such as cable TV, energy or repair services are being offered.
The third pillar of the strategy house is the strengthening of our portfolio: LEG wants to continue
to grow in its home market NRW, but also wants to selectively build up portfolios beyond the
NRW state borders. For the strategy, LEG will continue to rely on the opportunities offered by
digitalisation in order to reduce costs for our tenants and increase efficiency as a company. The
three strategic cornerstones are built on a solid foundation of financial stability. This is understood
to a conservative financing profile in line with the business model, which enables both investment
in portfolios and the further growth of business.
The remuneration of the Management Board is designed to further strengthen and support these
fundamental elements of LEG's success. The remuneration system therefore reflects the key
financial performance indicators for Group management. In addition to internal key figures, the
focus is on external, capital market-oriented key figures, particularly for long-term remuneration,
and is also oriented towards the company's short- and long-term goals.
The aim is to continue to achieve above-average share performance compared to the market and
comparable companies in the future.
LEG's strategic decisions not only affect the company's business interests, but also influence
various stakeholders. LEG is aware of this responsibility and has developed a sustainability
strategy that is an integral part of the corporate strategy and concerns elementary fields of action.
In this way, LEG aims to manage and shape sustainability efficiently and reliably. LEG sees
sustainable action and management as a corporate obligation and fulfils this obligation towards
its stakeholders. Against this background, sustainability aspects are taken into account in a special
way in the remuneration of the Management Board.
The specific remuneration of the individual Management Board members is determined on the
basis of this remuneration system. In developing the remuneration system, the regulatory
requirements of the German Stock Corporation Act (AktG) were observed and, in addition, the
recommendations of the German Corporate Governance Code in its latest version (DCGK) as
well as feedback from our shareholders were taken into account.
The following points in particular are included in the design of the remuneration system and in
the concrete determination of the remuneration:








Support for the corporate strategy
Focus on the long-term and sustainable development of LEG
Performance-based remuneration of the Management Board while ensuring that
ambitious targets are set (pay-for-performance)
Harmonisation of the interests of the board and shareholders
Consideration of the interests of LEG's other stakeholders and alignment of the
remuneration of the Management Board with these interests.
Consideration of investor requirements and market practice
Shareholders' criticism of the previous remuneration system, in particular the
transaction bonus and share orientation.
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2.

Procedure for the determination and implementation of the remuneration system

Pursuant to Section 87 para. 1 AktG, the Supervisory Board determines the remuneration of the
Management Board and, pursuant to Section 87a para. 1 AktG, decides on the remuneration
system to be used as a basis for Management Board remuneration, including a maximum
remuneration for Management Board members. In doing so, the Supervisory Board makes use of
recommendations of the executive committee responsible for Management Board matters within
the Supervisory Board. The Supervisory Board shall submit the remuneration system adopted by
it to the general meeting for approval. If the remuneration system decided by the Supervisory
Board is not approved by the annua. general meeting, the supervisory board shall present a revised
remuneration system at the next ordinary general meeting at the latest.
A renewed submission to the general meeting for a decision on approval shall be made in the
event of significant changes, but at least every four years. The general meeting may reduce the
maximum remuneration of the members of the Management Board set by the supervisory board
by resolution in accordance with § 122 para. 2 sentence 1 AktG.
Irrespective of the approval by the Annual General Meeting, the Executive Committee regularly
reviews the remuneration system for any need for adjustment and, if necessary, recommends
changes to the Supervisory Board.
The remuneration system is decisive for all new Management Board employment contracts to be
concluded, extended or amended. The Supervisory Board intends to adapt the existing
employment contracts to the remuneration system described below with effect from 1 January
2022.
The Executive Committee and the Supervisory Board may seek external advice on the
development of the Management Board remuneration system. Attention is paid to the
independence of external remuneration consultants from the Management Board and the
company. In particular, the mandating of external remuneration consultants is done solely by the
Supervisory Board. Mandated remuneration consultants are changed from time to time.
2.1.
Measures to avoid and manage conflicts of interest
With regard to the avoidance of potential conflicts of interest and the number of independent
Supervisory Board members, the Supervisory Board has set itself the goal that at least five
members of the Supervisory Board should be independent, i.e. in particular have no business or
personal relationship with LEG or a company dependent on LEG or a controlling shareholder
that could give rise to a material and not merely temporary conflict of interest.
Each member of the Supervisory Board shall disclose any conflicts of interest to the Chairman of
the Supervisory Board without delay. In its report to the general meeting, the supervisory board
shall provide information on any conflicts of interest that have arisen and how they have been
dealt with. Material and not merely temporary conflicts of interest in the person of a Supervisory
Board member shall result in the termination of the mandate.
The regulations applicable to the handling of conflicts of interest are also observed in the
procedure for determining and implementing as well as reviewing the remuneration system for
the Management Board.
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2.2

Appropriateness of the remuneration of the Management Board

The remuneration of the members of the Board of Management shall be commensurate with the
tasks and performance of the respective Board member and the situation of the Company. The
remuneration of the Board of Management shall also be structurally oriented towards the longterm and sustainable development of LEG and shall not exceed the customary remuneration
without special reasons. The appropriateness of the remuneration of the Management Board is
regularly reviewed by the Supervisory Board on the recommendation of the Presiding Committee.
In assessing the appropriateness of the remuneration of the Management Board, the Supervisory
Board makes use of both a horizontal comparison with managers at comparable companies and a
vertical comparison with LEG employees. If necessary, the Presiding Committee and the
Supervisory Board may seek independent external advice to review the appropriateness of the
Management Board's remuneration.
In assessing appropriateness at the horizontal level, the remuneration of LEG's Management
Board is compared with two appropriate groups of companies. On the one hand, LEG's
Management Board remuneration is compared with MDAX companies, as LEG is listed in the
MDAX. As a second comparison group, the Supervisory Board uses a national competitor group
of listed real estate companies listed in the EPRA Germany Index to ensure the appropriateness
of the remuneration of LEG's Management Board also in a sector comparison. In order to also do
justice to the high importance of the concept of sustainability, the Supervisory Board uses the
DAX 50 ESG companies as a further comparison.
In assessing appropriateness at the vertical level, the remuneration of the Management Board is
compared with the remuneration of the two reporting levels below the Management Board and of
the workforce as a whole. In making this comparison, the Supervisory Board takes particular
account of the ratio of the remuneration of the Management Board to the remuneration of the
aforementioned employee groups of LEG over time.
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3.

Overview of the remuneration system

The remuneration system for the LEG Management Board is as follows:

3.1.

Components of the remuneration system

The remuneration system of the Management Board consists of fixed and variable components,
the sum of which constitutes the total remuneration of an Management Board member and for
which the Supervisory Board has set a maximum amount for each Management Board member
(maximum remuneration).
The fixed remuneration component consists of the basic remuneration, fringe benefits and a
company pension.
The variable remuneration component includes a short-term variable remuneration component
(Short-Term Incentive = STI) and a long-term variable remuneration component (Long-Term
Incentive = LTI).
6

The individual regular components of the remuneration system are as follows:

3.2.

Remuneration structure

The basic remuneration contributes between 30 - 40 % of the target remuneration. The STI
corresponds to 20-30% of the target remuneration, while the LTI accounts for 35 - 45% of the
target remuneration. Additional fixed remuneration components include contributions to a
pension plan for the Chairman of the Management Board and the ordinary members of the
Management Board amounting to approximately 11 % of the basic remuneration as well as fringe
benefits for the Chairman of the Management Board amounting to a maximum of approximately
13 % of the basic remuneration and a maximum of approximately 20 % of the basic remuneration
for the ordinary members of the Management Board.
4.

The individual components of the remuneration system in detail

4.1.

Fixed remuneration components

4.1.1. Basic remuneration
The basic remuneration is a fixed remuneration related to the entire year, which is based on the
area of responsibility of the respective Management Board member and is paid in twelve monthly
instalments.
4.1.2. Ancillary services
In addition to the basic remuneration, Management Board members receive contractually defined
fringe benefits. These include 50 % of the contributions paid for private health and long-term care
insurance, but limited to the employer's contribution that would result if the Management Board
member had statutory health insurance. Retirement benefits of the Management Board member
are also subsidised in the amount of 50 %, limited to 50 % of the standard contributions to the
statutory pension insurance and an amount cap in the case of the Chairman of the Management
Board of € 20,000 per year (ordinary members of the Management Board: € 15,000). Furthermore,
LEG provides each member of the Management Board with an appropriate company car for
business and private use. All costs of maintenance and use are borne by the Company. In addition,
the members of the Management Board may use the services of a driver for business-related
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journeys. The monetary benefit caused by the private use is limited to an equivalent value of €
80,000. Wage and income tax on these benefits are to be borne by the respective Management
Board member. Furthermore, a pecuniary loss liability insurance policy (D&O insurance) with
the legally required deductible and an accident insurance policy have been taken out for the
Management Board members.
4.1.3.

Pension commitment

For the benefit of the Management Board members, the company grants a fixed amount per
calendar year as an employer-financed company pension plan, which is stipulated in the
respective Management Board employment contract. This amount is paid into a reinsured
provident fund. In the event of joining or leaving during the year, this amount is reduced pro rata
temporis. In addition, the allowance for retirement benefits of the Management Board member
provided for as part of the fringe benefits may also be paid into the provident fund instead of such
an allowance.
4.2.

Variable remuneration components

The variable remuneration components are measured in particular on the basis of LEG's economic
development, whereby the Supervisory Board pursues a continuous pay-for-performance
approach. The STI and the LTI differ in their performance period and the performance criteria on
which the payment is based. The selection of the performance criteria is based on the following
aspects:
a)
Relevant strategic reference
b)
Clear measurability
c)
High transparency
The variable remuneration components ensure that the Management Board is incentivised to act
in line with the corporate strategy and to consistently pursue the goals of the company. In addition,
the variable components of remuneration are intended to harmonise the interests of the
Management Board with those of shareholders and other stakeholders. The selection of different
financial and non-financial performance criteria aligned with the corporate strategy enables LEG's
corporate success to be reflected in a holistic manner.
4.2.1.

Short-Term Incentive

a.

Main features of the Short-Term Incentive

The STI serves to ensure profitable and organic growth as well as the achievement of the
operational, annual targets. The target amounts are defined in the respective Management Board
employment contracts. Several financial and non-financial performance criteria are included in
the determination of target achievement for the STI. The Supervisory Board has selected profit
from rental and leasing, funds from operations I per share as well as environmental, social and
governance ("ESG") oriented objectives ("ESG objectives") as performance criteria. In addition,
the STI has a criteria-based adjustment factor with a range of 0.8 to 1.2.
The STI payout amount is capped at 200% of the target amount.
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The target amount of the STI, the lower and upper threshold of the financial targets, the specific
annual ESG targets, the targets of the criteria-based adjustment factor as well as the target
achievement for the respective financial year are published individually for the performance
criteria in the remuneration report of the following year.
b.

Performance criteria of the Short-Term Incentive

aa.

Financial performance criteria

The financial performance criteria used in the STI are the profit from rental & leasing and funds
from operations I per share, both of which are weighted at 40 % each. In total, the financial
performance criteria are weighted at 80 %.
The result from rental and lease refers to the profit from rental and lease before interest and taxes
and reflects the earning power of LEG's core operating business.
Funds from Operations I per share refers to the cash inflow from operating activities per share.
Here, the adjusted EBITDA is adjusted for cash interest expenses and income as well as cash
taxes. Adjusted EBITDA is an adjustment of EBITDA for the result from the valuation of
investment properties, the result from the sale of inventory properties, the result from the sale of
investment properties, project costs of a non-recurring nature and other extraordinary expenses
and income unrelated to the accounting period. The funds from operations I calculated in this way
are then divided by the number of outstanding shares to obtain the funds from operations I per
share.
Both the result from rental and lease and funds from operations I per share are core indicators for
measuring LEG's corporate success and, against this background, represent important, strategic
control variables. In addition, both performance criteria enable a simple comparison of LEG's
performance with other companies in the real estate sector.
The STI's two financial performance criteria provide incentives to act in line with LEG's corporate
strategy and objectives. In this context, it is particularly important for LEG to generate organic
growth while continuing to increase profitability. Both the result from rental and lease and funds
from operations I per share are therefore important performance indicators for the achievement
of these corporate goals. By taking into account the result from rental and lease, the focus is on
LEG's core operating business and its profitability. In particular, high profitability in the core
operating business enables a strong balance sheet and consistent growth.
The Supervisory Board sets annual target values for the financial performance criteria, which are
derived from the annual planning. The range of possible target achievements for the two financial
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performance criteria is between 0 % and 200 %. Depending on the target values of the two
financial performance criteria, a threshold value and a maximum value are set. If the actual value
achieved in the respective financial year is at or below the threshold value, the target achievement
corridor is missed and the target achievement is 0 %. Thus, a complete failure of the STI is
possible. If the value actually achieved is at or above the maximum value, this results in a
maximum target achievement level of 200 %. Within the threshold and maximum value, the
degree of target achievement develops linearly.

In order to promote challenging targets and consequently emphasise the consistent pay-forperformance approach of the remuneration system as well as to ensure transparency, the target
values of the financial performance criteria as well as the target achievements are disclosed expost in the remuneration report.
bb.

ESG targets

In addition to the financial performance criteria, ESG objectives are included in the determination
of the overall STI target achievement and are weighted at 20%. This implements key non-financial
strategic objectives in the STI, which are important for LEG's long-term and sustainable business
success. This gives the Supervisory Board the opportunity to consider important non-financial
parts of the corporate strategy, such as high customer and employee satisfaction and
environmental concerns. Consequently, incentives are set to act sustainably and in the interests of
LEG's stakeholders. This will strengthen the link between the interests of the Management Board
and those of other stakeholders.
Overall, targets are included in the ESG goals that take into account the environmental, social and
governance aspects. These individual targets are derived from LEG's Corporate Social
Responsibility (CSR) report and strategic projects. Quantitatively or qualitatively measurable
criteria are assigned to the targets, which enable the determination of a measurable degree of
target achievement through a target/actual comparison after the end of the business year. As with
the financial performance criteria, the overall target achievement of the ESG targets is limited to
200%.
The concrete ESG targets for the respective financial year are set and finally decided by the
Supervisory Board before the beginning of the respective financial year. These targets are
precisely defined and a comprehensible measurability of the target achievement is ensured. The
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concrete ESG targets are disclosed ex-post in the remuneration report together with the
achievement of the targets.
cc.

Criteria-based adjustment factor

In addition, a criteria-based adjustment factor is part of the STI. This allows the Supervisory
Board to assess both the individual performance of the respective Management Board members
and the collective performance of the Management Board as a whole, as well as to take
appropriate account of any extraordinary developments whose effects are not adequately captured
in the target achievement. Consequently, it is ensured that sufficient performance differentiation
can take place and that the individual performance of the Management Board members at the end
of each financial year is included in the target achievement. The achievement of individually
agreed targets at the beginning of the business year as well as the personal contribution to the
fulfilment of the Group's targets are evaluated.
The factor applied multiplicatively to the overall target achievement is between 0.8 and 1.2.
The adjustment factor is determined on the basis of a predefined catalogue of criteria.
Extraordinary developments include, for example, extraordinary, far-reaching changes in the
economic situation that render the original business objectives obsolete and could not have been
foreseen. Generally unfavourable market developments are explicitly not considered
extraordinary developments. An explanation of how the criteria-based adjustment factor was
determined is published ex-post in the remuneration report.
In summary, the individual elements of the STI and their relationship to LEG's business strategy
are as follows:

4.2.2.

Long-Term Incentive

a.

Main features of the Long-Term Incentive

The LTI consists of a virtual performance share plan with a four-year performance period, with
one allocation each financial year. The target amount of the Management Board members is
defined in the respective Management Board employment contract. At the beginning of each
financial year, a preliminary number of virtual shares is conditionally allocated based on the
individual target amount of the Management Board member. This preliminary number of virtual
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shares is calculated by dividing the individual target amount by the fair value of a performance
share at the time of allocation of the virtual shares. The fair value is determined using recognised
actuarial valuation models in accordance with the requirements of IFRS II.
The final number of virtual shares depends on the achievement of the financial and non-financial
performance criteria set at the beginning of the plan. As a financial performance criterion, the
Supervisory Board has determined the relative total shareholder return (TSR) compared to a
relevant competitor index. This is included in the overall target achievement at a rate of 80 %. In
addition to the relative TSR, the LTI takes into account non-financial performance criteria in the
form of ESG targets, which are weighted at 20 %. The performance criteria have a range from 0
% to 200 %. The total target achievement is also capped at 200 %. The final number of virtual
shares at the end of a performance period is calculated from the established target achievements
for the two performance criteria, whereby the weighted sum of the established target
achievements is multiplied by the preliminary number of virtual shares. If, for example, the target
achievement for both performance criteria is 100%, the preliminary number of virtual shares thus
corresponds to the final number of virtual shares.
The LTI payout amount is calculated by multiplying the final number of virtual shares by the
arithmetic mean of the closing prices of the LEG share over the last 30 stock market trading days
before the end of the four-year performance period plus the dividend equivalent. The resulting
amount is paid out in cash and is limited to a maximum of 250% of the individual target amount.
The members of the Board of Management are obliged to invest 25% of the payout from the LTI
in LEG shares and to hold them for the duration of their Board membership.

At the Company's option, the Performance Share Plan may also be paid in shares instead of cash.
b.

Performance criteria of the Long-Term Incentive

aa.

Relative total shareholder return

The financial performance criterion used in the LTI, with a weighting of 80%, is the relative TSR
compared to a relevant property index. The Supervisory Board has decided to continue to use the
EPRA NAREIT Germany Index as a benchmark. The EPRA Germany Index consists of LEG's
most important national listed competitors and accordingly represents a relevant peer group. In
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the event of significant changes to the EPRA NAREIT Germany Index that affect comparability,
the Supervisory Board may use a more suitable index to determine the relative TSR for future
tranches. If such an adjustment is necessary and made, it shall be reported transparently in the
remuneration report of the allocation year.
The relative TSR is aimed at increasing value from the shareholders' perspective and incentivises
the generation of shareholder value. As a result, the interests of the board and shareholders are
even more closely linked. Moreover, in addition to the internal performance criteria in the STI,
an external performance criterion is taken into account in the LTI, which focuses on the
outperformance of relevant competitors.
The TSR describes the development of the LEG share price in relation to the performance period
including notionally reinvested gross dividends per share. The relative TSR describes the
difference in percentage points between the change in LEG's share price including notionally
reinvested gross dividends and the change in the EPRA NAREIT Germany Index over the
performance period.
In order to avoid distortions of individual prices, the initial and final values for determining the
TSR of LEG and the EPRA NAREIT Germany Index are based on the average value of the last
30 stock exchange trading days before the beginning and before the end of the respective fouryear performance period.
The target achievement of the relative TSR is 100% if the relative TSR of LEG is 0% points, i.e.
the share price development including reinvested gross dividend equals that of the EPRA
NAREIT Germany Index. If the relative TSR is 20 percentage points or more below the TSR of
the benchmark index, the target achievement is 0%. If the relative TSR is 20 percentage points or
more above the TSR of the benchmark index, the target achievement is 200%. A higher relative
TSR does not lead to an increase in target achievement. Target achievements between the defined
target achievement points are interpolated linearly.

The target achievement for the relative TSR is published ex-post in the remuneration report after
the end of the performance period.
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bb.

Non-financial performance criteria

In addition to the relative TSR as a financial performance criterion, ESG targets, which are
weighted at 20 %, are included in the overall target achievement. Thus, in addition to the STI, the
ESG targets in the LTI also achieve a link between Management Board remuneration and
stakeholder interests and give special weight to the sustainability of actions. The implementation
of ESG targets in the LTI ensures that they are pursued in the long term and have a sustainable
effect.
As in the STI, specific ESG targets are set for the respective tranche. Different ESG targets are
used than in the STI in order to avoid double incentivisation. The concrete ESG targets for the
respective tranche are set by the supervisory board before the start of the corresponding
performance period. In doing so, these targets are precisely defined and clear measurability is
ensured.
The ESG targets set for the concrete year are published in the remuneration report of the allocation
year. The target achievement for the concrete ESG targets is disclosed ex-post in the remuneration
report after the end of the performance period.
In summary, the individual elements of the LTI and their relationship to LEG's business strategy
are as follows:

4.3.

Malus and clawback rules for variable remuneration

The supervisory board also has the option of withholding (malus) or reclaiming (clawback) the
variable remuneration components. If a member of the Management Board commits a serious
breach of legal or contractual duties or of internal company conduct guidelines (compliance
breach), the supervisory board has the right to reduce the variable remuneration not yet paid out
in part or in full at its discretion. In addition, the supervisory board may, at its due discretion,
demand partial or full repayment of the gross amount of variable remuneration already paid out.
Furthermore, the supervisory board has the option to demand the full or partial return of variable
remuneration that has already been paid out if it becomes apparent after payment that the
consolidated financial statements on which the calculation of the payment amount is based, which
were audited by the auditor and approved by the supervisory board, were incorrect and that a
lower amount or no payment of variable remuneration would have been owed on the basis of
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corrected consolidated financial statements. The fault of the Management Board members is not
relevant in this case.
Recovery on the basis of the malus and clawback rule is excluded if the date of payment was more
than two years ago. Statutory possibilities of recovery, such as the assertion of claims for
damages, remain unaffected by this.
4.4.

Share Ownership Guidelines (SOG)

In order to further harmonise the interests of the Board of Management and shareholders and to
strengthen the long-term and sustainable development of LEG, share purchase and share holding
obligations are to be agreed for the members of the Board of Management within the framework
of Share Ownership Guidelines. Each member of the Management Board is obliged to purchase
LEG shares equivalent to a simple gross basic salary within a four-year build-up phase and to
hold them for the entire term of his Management Board employment contract.

5.

Maximum remuneration

Pursuant to Section 87a, para 1, sentence 2, no. 1 AktG, the Supervisory Board has set a maximum
remuneration that includes all remuneration components (basic remuneration, fringe benefits,
pension commitment, STI and LTI) for the Management Board members. This amounts to €
4,800,000 for the Chairman of the Management Board and € 3,100,000 for each of the ordinary
members of the Management Board.
6.

Remuneration-related legal transactions

6.1.

Terms of Management Board employment contracts

The term of Management Board employment contracts is agreed concurrently with the respective
appointment period to be decided by the Supervisory Board. In the case of an initial appointment,
the appointment period and thus the term of the contract is generally up to 3 years. In the case of
reappointment, the term of the contract is limited to a maximum of 5 years in accordance with the
maximum possible appointment period (Section 84, para.1, sentence 1AktG. In the event of a
reappointment, a continuation of the employment contract may be provided for.
The Management Board employment contracts are concluded for a fixed term and accordingly do
not provide for an ordinary termination option.
In the event of a premature revocation of the appointment for good cause, a termination of the
employment contract is possible for both parties with a notice period which is not less than the
periods stipulated in compliance with section 622 para. 2 BGB.
The statutory right of both parties to terminate the employment contract without notice (§ 626
BGB) shall remain unaffected in any case.
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6.2.

Premature termination of employment without good cause

In the event of premature termination of the Management Board activity without good cause, any
mutually agreed payments to the Management Board member including fringe benefits may not
exceed the value of two years' remuneration including fringe benefits ("severance payment cap")
and the value of the remuneration for the remaining term of this contract. For the calculation of
the severance payment cap, the total remuneration of the past financial year and, if applicable,
also the expected total remuneration for the current financial year shall be taken into account. The
payment of variable remuneration components shall be made according to the originally agreed
assessment bases (performance targets, performance periods, etc.) and due dates. If a postcontractual non-competition clause is agreed, the severance payment shall be credited against the
severance payment.
6.3.

Premature termination of employment for good cause

In the event of premature termination of the Management Board employment contract for an
important reason for which the Management Board member is responsible, the Management
Board member shall not be entitled to any payments.
6.4.

Change of Control

In the event of a change of control of the company, Management Board members are generally
entitled to resign from their office as a member of the Management Board for good cause with
three months' notice to the end of the month and to terminate the Management Board employment
contract (special termination right). The severance payment regulations applicable in the event of
an exercise of the special termination right provide that the payment in connection with the
termination of Management Board activities due to a change of control amounts to two years'
remuneration, but is limited to the value of the remuneration for the remaining term of the
employment contract. Even in the case of a special termination, the payment of variable
remuneration components is made according to the originally agreed assessment bases
(performance targets, performance periods, etc.) and due dates.
6.5.

Death grant and termination due to incapacity

If the Management Board member dies during the term of the contract, the remuneration including
STI and LTI shall be settled and paid to the heirs until the date of termination of the contract due
to death. In this case, variable remuneration components are exceptionally paid out early in the
amount of the pro rata temporis target amount. In addition, spouses and partners as well as
children who have not yet reached the age of 25 are entitled as joint creditors to the undiminished
continued payment of the fixed remuneration for the remainder of the month of death and the
three following months, but at the longest until the end of the term of the employment contract without the death of the Management Board member.
The determination of permanent incapacity to work also leads to the termination of the
Management Board employment contract and settlement of the remuneration up to the time of
termination, whereby variable remuneration components are also paid out early in the amount of
the pro rata temporis target amount.
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6.6.

Secondary activities of the members of the Management Board

Any secondary employment, whether remunerated or honorary, shall require the prior consent of
the Supervisory Board of LEG to the extent that the interests of the Company may be affected
thereby. The same applies to the assumption of management, supervisory board, advisory board
or comparable functions in companies that are not affiliated with the Company.
Any remuneration granted to the Management Board member for secondary employment
(including the aforementioned mandates) shall be offset against the Management Board member's
salary. For mandates outside the Group, the Supervisory Board can agree that a decision on
offsetting will be made on a case-by-case basis according to dutiful discretion.
7.

Temporary deviations from the remuneration system

The Supervisory Board may temporarily deviate from the remuneration system if this is necessary
in the interest of the long-term welfare of the Company. A deviation from the remuneration
system under the above-mentioned circumstances is only possible through a corresponding
Supervisory Board resolution upon prior proposal by the Presiding Committee, which determines
the exceptional circumstances and the necessity of a deviation. The components of the
remuneration system from which deviation is possible are the STI and LTI performance criteria,
the bandwidths of the individual elements of the variable remuneration and temporary expenses
for extraordinary fringe benefits. In addition, the Supervisory Board has the right to grant special
payments to newly joining members of the Management Board to compensate for salary losses
from a previous employment relationship or to cover costs arising from a change of location. In
the event of a deviation, the concretely affected components of the remuneration system from
which the deviation was made must be named in the remuneration report and the necessity of the
deviation explained (§ 162 para. 1 sentence 2 no. 5 AktG).
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