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5. Remuneration report of the
GRENKE Group

5.1 Remuneration of the Board of Directors

The principles of the remuneration system for the Board
of Directors provide for fixed remuneration components
that include non-performance-related fixed remuneration,
allowances, fringe benefits such as company cars, and the
payment of insurance premiums, as well as performance-
related remuneration components.

The structure of the remuneration system aims to promote
the Consolidated Group’s long-term success and create an
incentive to assume only those risks that are statistically
measurable and controllable and that lead to the expec-
tation of an appropriate return for the respective risk. No
incentive is provided for assuming inappropriate risk. The
remuneration practice neither jeopardises GRENKE AG’s
regulatory capital nor does it restrict the long-term main-
tenance of its equity. The Supervisory Board reviews the
total remuneration of the members of the Board of Direc-
tors at regular intervals in relation to the remuneration of
senior management and to see whether it is in line with
customary market practices. The Supervisory Board con-
sults various analyses, including those by auditing firms, in
order to assess whether the Board of Directors’ remunera-
tion is in line market practices. These included analyses by
Ernst & Young GmbH Wirtschaftsprifungsgesellschaft, the
Technical University of Munich, and PricewaterhouseCoo-
pers GmbH Wirtschaftsprifungsgesellschaft. The Board of
Directors’ salaries in comparison to that of those in the sec-
ond management level of the Consolidated Group is based
on the assessment of the Supervisory Board and Board of
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Directors, as there is no medium-sized financial services
company listed in the MDAX and SDAX that publishes such
data.

There are three variable remuneration components. Perfor-
mance Bonus | is a variable remuneration component that
is granted in addition to the fixed basic salary by way of
a separate supplementary agreement, generally up to an
amount of 35 percent. The criteria for granting the perfor-
mance bonus are determined quarterly in advance and are
based on key performance indicators of the GRENKE bal-
anced scorecard (BSC). The achievement of the BSC key
performance indicators is measured retrospectively on a
quarterly basis. The 22.5 percent share of the BSC is gen-
erally granted as a fixed performance bonus. The remainder
between 22.5 percent and the actual BSC result achieved
in the quarter is variable.

In the second quarter of 2020, the BSC’s reading amount-
ed to 13.196 percent. According to their employment con-
tracts, the members of the Board of Directors were entitled
to a guaranteed performance bonus of 22.5 percent based
on the BSC. The Board of Directors waived payment of the
difference of 9.304 percent.

In addition, a bonus is granted which is calculated on the
basis of the target achievement of a defined Contribution
Margin 2 after fixed costs. If the target is achieved, the bo-
nus is paid in full and amounts to 40 percent of the gross
annual fixed salary of the previous financial year. If this figure
is not achieved but is less than 10 percent lower, the bonus
is paid on a pro rata basis. If Contribution Margin 2 before
fixed costs falls short of the target by 10 percent or more,
the bonus is forfeited in full.

Fixed renumeration Variable remuneration
components components
Long-term
Annual remuneration remuneration
components components Total Total
Fixed Perfor- Share-based Maximum
salary and Fringe mance compen- Target remu- remu-
EUR allowances benefits bonus Bonus sation neration neration 2020 2019
Christ 354'334.87 12'772.08 24'083.48 0.00 0.00 650'000.95 730'550.95 391'190.43 721'361.97
Hirsch 395'937.54 22'253.26 34'337.63 0.00 0.00 757'667.39 950'717.39 452'528.43 565'698.65
Kindermann 283'889.49 31'964.16 24'620.29 0.00 0.00 601'709.45 681'759.45 340'473.94 673'644.35
Leminsky 488'919.52 14'647.74 42'401.46 0.00 0.00 887'540.53 1'080'5690.53 545'968.72 845'931.26

TOTAL 1'5623'081.42 81'637.24  125'442.86 0.00

0.00 2'896'918.32 3'443'618.32 1'730'161.52 2'806'636.23
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According to the BSC, the relevant criteria correspond to the
key performance indicators for the success of the Consoli-
dated Group and thus for a sustainable increase in enterprise
value. These indicators include the development of the num-
ber of leases, new business, contribution margins, and losses,
among others. In exceptional cases (imminent risks, sponta-
neous changes in market conditions, damage to the Compa-
ny that must be averted) and to the extent that GRENKE AG’s
situation makes it necessary, the Supervisory Board is autho-
rised to agree on a temporary waiver of this rule in consultation
with the members of the Board of Directors.

The Supervisory Board of GRENKE AG has concluded a
phantom stock agreement with each sitting member of
the Board of Directors. The value of these phantom stock
agreements and, therefore, the obligation of the Company
at the end of the reporting year was EUR Ok (December
31, 2019: EUR 653k). The payments made under these
agreements during the 2020 financial year amounted to
EUR 653k (2019: EUR 0k).

The maximum possible capital appreciation under all
agreements is EUR 450k each, based on a virtual num-
ber of 45,000 shares each for the lifetime of the respective
agreement. The lifetime of the agreements made with Ms
Leminsky and Mr Hirsch pertains to financial years 2018
— 2020. The lifetime of the agreement with Mr Christ per-
tains to financial years 2019 — 2021. The phantom stock
agreement for Mr Kindermann expired upon his departure
on February 28, 2021.

Under these agreements, members of the Board of Directors
are entitled to payments (tranches) for the respective finan-
cial years equal to the increase in the value of GRENKE AG
shares from January 1 to the end of the term of the respec-
tive tranche. The increase in value per share corresponds to
the difference between the initial value and the target value
plus so-called inflows of value per tranche during the term
of the respective tranches. If the increase in value plus any
value added is zero or negative, there is no claim to payment.
The initial value is the arithmetic mean of the XETRA closing
prices on all trading days from December 1 to December 23
of the respective previous year and at least the value deter-
mined in this manner for the first tranche. In the case of Mr
Christ, the initial value for all three tranches in each case was
the mean for the period December 1 — 23, 2018.

The target value corresponds to the arithmetic mean of the

XETRA closing prices on all trading days from December 1
to 23 of the respective financial year.
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The participants in the programme are required to invest the
respective net payment amount plus a personal investment
of 25 percent of the payout amount in GRENKE AG shares.
The Company is entitled, but not required, to render the
payment in whole or in part in the form of shares instead of
cash for one or more tranches. The shares thus purchased
are subject to a vesting period that expires at the end of
the second year following the payout of the tranche. In the
cases of Ms Leminsky and Mr Hirsch, the vesting period
expires at the end of the third year after the payout of the
tranche, during which time the shares cannot be freely dis-
posed of.

The payout entitlement is limited to the three tranches
(years) in an amount of up to EUR 450k each and is subject
to the statutory requirements for appropriate remuneration
and the statutory maximum limits for variable remuneration
components, and specifically to the provisions of KWG. The
payment entitlement for a tranche (and any subsequent
tranches) is therefore waived without compensation or re-
placement when the total of the payment entitlements for
previous tranches exceeds EUR 450k.

In accordance with the recommendation of the DCGK, the
Supervisory Board is entitled to reduce the amount of the
payout entitlement, or partially or completely revoke the en-
titlement to receive a tranche if and to the extent that the
increase in value of the share or value inflows are influenced
by extraordinary, unforeseeable developments.

GRENKE AG has also taken out a directors’ and officers’
liability insurance policy for members of the Board of Di-
rectors. This policy prescribes a 10 percent deductible per
claim for each member of the Board of Directors and is
limited to a maximum of one and a half times the annual
fixed remuneration for all claims per year. If employment is
terminated, the service agreements contain a non-compete
clause that provides compensation payments for a period
of two years (cap). The amount of the payments is limit-
ed to 50 percent of the most recent annual remuneration
(cap). Compensation payments are based on the fixed and
variable remuneration, excluding phantom stocks actually
paid in the financial year preceding termination. No settle-
ment agreements are in place. During the reporting year, no
members of the Board of Directors received benefits or cor-
responding commitments from third parties based on their
position as a member of the Board of Directors.
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5.2 Remuneration of the supervisory board

The remuneration of the Supervisory Board was resolved by
the Annual General Meeting on May 14, 2019.

The members of the Supervisory Board are to receive
fixed remuneration of EUR 48,000; the Chair is to receive
EUR 72,000 and the Deputy Chair EUR 60,000 for each full
financial year of membership. For their membership on the
Audit Committee, Supervisory Board members receive an
additional EUR 10,000, and the Committee Chair receives
an additional EUR 15,000. The fixed remuneration of Super-
visory Board members who are also members of the Per-
sonnel Committee increases by EUR 2,000 and the Chair’'s
fixed compensation increases by EUR 3,500. Members of
the Strategy Committee receive an additional EUR 5,000
for each financial year. If membership on the Supervisory
Board is only temporary during a financial year, the fixed
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remuneration and the remuneration for committee member-
ships and chairmanships are calculated pro rata temporis
on the basis of full months. By resolution of May 18, 2020,
the members of the Supervisory Board waived 20 percent
of their total compensation for 2020, taking into account
the particular burdens on the Company during the past year
and its function as a role model.

GRENKE AG has also taken out a directors’ and officers’
liability insurance policy for Supervisory Board members.
This policy prescribes a 10 percent deductible per claim for
each member and is limited to a maximum of one and a half
times the annual fixed remuneration for all claims per year.

The Company also reimburses the members of the Super-
visory Board for their expenses and VAT insofar as they are
entitled to invoice the tax separately and exercise this right
to do so.

Basic remu- Audit Personell Strategy

Name Position neration 2020 commitee commitee commitee Total 2020 Total 2019
EUR
Prof. Dr. Lipp ~ Chair 57'600.00 3'333.34 1'600.00 3'000.00 65'5633.34 89'791.66
Grenke Vice Chair 36'000.00 6'000.00 2'100.00 3'000.00 47'100.00 78'166.66
Dreilich Member

(until May 14. 2019) 0.00 0.00 0.00 0.00 0.00 26'250.00
Krcmar Member

(since May 14. 2019) 38'400.00 0.00 0.00 0.00 38'400.00 32'000.00
Dr. Mitic Member 38'400.00 0.00 1'466.66 0.00 39'866.66 48'000.00
Panter Member (May 14

— Aug, 20. 2019) 0.00 0.00 0.00 0.00 0.00 16'000.00
Rénnberg Member

(since Nov, 12. 2019) 40'800.00 7'333.34 400.00 0.00 48'533.34 8'000.00
Schulte Member 38'400.00 12'000.00 0.00 0.00 50'400.00 58'000.00
Staudt Member

(until May 14. 2019) 0.00 0.00 0.00 0.00 0.00 20'833.33
TOTAL 249'600.00 28'666.67 5'566.66 6'000.00 289'833.34 377'041.65
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