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REPORT ON THE REMUNERATION SYSTEM FOR MEMBERS OF THE EXECUTIVE MANAGEMENT 
BOARD OF MEDIGENE AG 

The Supervisory Board is responsible for setting the remuneration of members of Medigene 
AG's Executive Management Board, which is reviewed regularly, taking into account regula-
tions relating to the rules applying to the Supervisory Board pursuant to Section 87 (1) and 
(2) of the German Stock Corporation Act (AktG) and the recommendations of the German 
Corporate Governance Code. 

The last adjustments were made by the Supervisory Board after the German Act on the Ap-
propriateness of Management Board Remuneration (VorstAG) which came into force on 5 
August 2009. At the 2010 Annual General Meeting, the Executive Management Board and 
the Supervisory Board presented the current remuneration system for members of the Exec-
utive Management Board. It was adopted accordingly.  

Six years have elapsed since, and the current remuneration system will again be presented 
to the 2016 Annual General Meeting. Changes in relation to the remuneration system pre-
sented to the 2010 Annual General Meeting are as follows: 

- When calculating the variable remuneration, there is not only a linear increment be-
tween “low case” and “base case”, but also between “base case” and “best case”. 

- The exercise price for the stock options corresponds not to the average closing price 
over the last 60 trading days prior to the grant of the stock options, but to the average 
price over the last 30 trading days prior to the grant of the stock options. 

- The annual volume of stock options to be granted annually to members of the Execu-
tive Management Board shall now be “up to 40,000 stock options” instead of “20,000 to 
40,000 stock options”. In addition, the Supervisory Board shall be entitled to grant up to 
a further 20,000 stock options per year as a gratification in recognition of additional, ex-
traordinary work performed by individual members of the Executive Management 
Board. 

- Should a member of the Executive Management Board not be interested in a company 
car as part of his or her other benefits, then the monthly pension contributions of that 
member of the Board of € 2,000.00 in principle can be increased by up to € 1,000.00. 

The current remuneration system for the Executive Management Board (as at 2016) is there-
fore structured as follows: 
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Remuneration system for Members of Medigene AG's Executive Management Board 

The amount and structure of the remuneration of members of the Executive Management 
Board depend on the respective responsibilities of each member of the Executive Manage-
ment Board, the Company's economic and financial situation and the sustained growth of the 
Company as well as common practise regarding remuneration, taking into account the 
amount and structure of the remuneration which is paid to others in the Company and in 
similar companies. 

In addition, remuneration is based on the personal performance of individual members of the 
Executive Management Board and of the Executive Management Board as a whole. Remu-
neration is designed as an incentive for achieving sustainable corporate growth and a sus-
tained increase in the Company's enterprise value. 

Total remuneration consists of fixed and variable components as well as other benefits: 

a) Fixed remuneration 

Each member of the Executive Management Board receives a fixed remuneration 
which is not performance-related, and is paid out in monthly instalments. The amount 
of the fixed remuneration is determined on the basis of the principles outlined above. 

b) Variable remuneration 

aa) Annual performance-related remuneration  

In addition to fixed remuneration, members of the Executive Management 
Board are entitled to variable remuneration which is dependent on the 
achievement of several targets set in advance by the Supervisory Board. The 
annual performance-related remuneration amounts to 50% of the fixed remu-
neration if 100% of the targets have been achieved, but may only amount to a 
maximum of 75% of the fixed remuneration. 

(1) Setting targets 

The Supervisory Board sets annual targets, both common targets for 
all the members of the Executive Management Board and individual 
targets for each member of the Executive Management Board. The 
targets are weighted by the Supervisory Board. 

(2) Establishing the amount of annual performance-related remu-
neration 

The individual targets set by the Supervisory Board are allocated one 
of three possible target achievement scenarios respectively: “low 
case”, “base case” and “best case”.  

The “low-case” scenario corresponds to 50% target achievement; the 
“base case” to 100% and the “best case” to 150%. 
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In the event that target achievement is below the “low case”, no varia-
ble remuneration is paid. 

If target achievement is in the range between the “low case” and “base 
case” or between “base case” and “best case”, then variable remuner-
ation increases on a straight-line basis according to target achieve-
ment.  

Target achievement which surpasses the “best case” is not reflected in 
terms of higher remuneration. To this end, variable remuneration is 
capped.  

The amount of annual performance-related remuneration is calculated 
on the basis of target achievement in relation to specific targets, taking 
into account the weighting of the relevant target. 

(3) Short-term and long-term components of annual performance-
related remuneration 

65% of the annual performance-related payment achieved is paid after 
the Company's financial statements for the relevant financial year have 
been adopted. Payment of the remaining 35% of the annual perfor-
mance-related remuneration achieved in a specific financial year is de-
ferred for a period of three years.  

At the end of this three-year period, the Supervisory Board decides 
whether and to what extent sustained corporate growth has indeed 
been achieved. Based on this decision, the Supervisory Board re-
solves whether and to what extent the remaining 35% of the relevant 
annual performance-related remuneration shall be paid to the respec-
tive member of the Executive Management Board with appropriate in-
terest. 

The decision of the Supervisory Board regarding sustained corporate 
growth is based primarily on the long-term trend in the Company's en-
terprise value and hence also on the Company's share price. Through 
this remuneration component, members of the Executive Management 
Board therefore participate in the Company's long-term growth and al-
so share in any negative developments. 

bb) Stock options 

In addition, Executive Management Board members receive stock options 
based on the Company's stock option program which is valid at the time of is-
sue. Stock options represent another long-term remuneration component. 
They are aimed at providing a performance incentive which is geared towards 
sustainable long-term corporate growth and success.  
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Stock options are first awarded to the respective member of the Executive 
Management Board within the first year of their joining the Company. Thereaf-
ter, members of the Executive Management Board receive further stock op-
tions every year, either in one or several tranches.  

The exercise price corresponds to the average closing price over the last 30 
trading days prior to the grant of the stock options (grant day). Members of the 
Executive Management Board may exercise the respective options at the ear-
liest after the end of a qualifying period of four years starting from the day the 
stock options were granted. In addition, the average closing price on the 30 
trading days prior to the respective exercise must amount to 120% of the ex-
ercise price (profit target).   

The options have a contractual term of ten years. 

Members of the Executive Management Board receive a specific number of 
stock options of up to 40,000 yearly which is set individually for each member. 
In addition, the Company's Supervisory Board can grant up to 20,000 addi-
tional stock options p.a. as a special gratification in recognition of additional 
and extraordinary work carried out by individual members of the Executive 
Management Board 

c) Other benefits 

In addition to the above-mentioned remuneration components, members of the Exec-
utive Management Board are granted additional benefits, in particular 

• a company car, 

• reimbursement of business travel expenses, 

• accident insurance coverage and payment of the relevant insurance premi-
ums, 

• D&O insurance with a deductible according to the statutory minimum amount, 
and  

• payment of an amount of up to € 2,000.00 per month to be used as a pension 
contribution; should a member of the Executive Management Board not be in-
terested in taking advantage of a company car, his or her monthly pension 
contributions can be increased by up to a further € 1,000.00 per month. 

 
The proportional structure of annual performance-related remuneration with a three-year sus-
tainability component and the terms applying to stock options with a four-year qualifying peri-
od prior to exercise creates a significant incentive to achieve sustained corporate growth, 
ensuring a generally well-balanced mixture of short-term and long-term remuneration com-
ponents. 



CONVENIENCE TRANSLATION, only German version is binding 
 

 
 

Seite 5 von 5 

d) Special termination rights in the event of a change of control 

The contracts of employment of members of the Executive Management Board in-
clude special termination rights for both the Company and the respective members of 
the Executive Management Board in the event of a change of control. There shall be 
a change of control within the meaning of the contractual agreements of members of 
the Executive Management Board if at least 30% of the Company's voting rights are 
acquired by a third party indirectly or directly. If the employment of the members of 
the Executive Management Board is terminated in the event of a change of control 
arising from the exercise of a special right of termination by the Company, the respec-
tive member of the Executive Management Board are entitled to a severance pay-
ment. This severance payment may not exceed either three times the total annual 
gross remuneration agreed at the time the contract of employment ends plus the av-
erage annual bonus or one-and-a-half times the remuneration anticipated for the re-
maining term of the employment contract.  

 

Planegg/Martinsried, 30 June 2016 

 

________________________  ________________________ 

Prof. Dr. Dolores Schendel   David Lemus 
Chair of the Executive     Member of the Executive 
Management Board    Management Board 
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