Report of the Supervisory HAWESKO HOLDING AG

CORPORATE GOVERNANCE DECLARATION

and corporate governance report of Hawesko Holding AG, Hamburg, by the

Supervisory Board and Board of Management

A. FUNADAMENTALS OF CORPORATE GOVERNANCE
AT HAWESKO HOLDING AG

The concept of corporate governance refers to a re-
sponsible, transparent corporate management ap-
proach that strives for sustainable value creation,
and spans the entire management and supervisory
system of an enterprise, including its organisation,
principles of business policy and guidelines as well
as the internal and external control and supervi-
sory mechanisms. Hawesko Holding AG is com-
mitted to responsible corporate management and
supervision directed towards increasing the value
of the company. The transparency of the com-
pany’s principles as well as the presentation of its
ongoing development are to be assured in order to
create, maintain and strengthen confidence in the
company among customers, business partners and
shareholders. The Board of Management and Su-
pervisory Board report in this declaration on the
principles of corporate management and corporate
governance in accordance with principle 22 and
Article F.4 of the German Corporate Governance
Code in the version as amended on 16 December
2019 (Code 2020) (published in the Federal Gazette
on 20 March 2020) as well as in accordance with
Sections 2891, 315d of the German Commercial
Code (HGB).

B. DECLARATION OF COMPLIANCE WITH THE GERMAN
CORPORATE GOVERNANCE CODE PURSUANT TO
SECTION 161 OF THE GERMAN STOCK
CORPORATION ACT (AKTG)

Pursuant to Section 161 of the German Stock Cor-
poration Act, the Board of Management and Su-
pervisory Board of publicly quoted stock
corporations shall declare each year that the
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recommendations of the Government Commis-
sion on the German Corporate Governance Code,
published in the official section of the electronic
Federal Gazette by the Federal Ministry of Justice,
have been and are complied with, as well as de-
clare which of these recommendations have not
been or will not be complied with.

The Supervisory Board and Board of Management
of Hawesko Holding AG, Hamburg, addressed
corporate governance matters on multiple occa-
sions in the 2019 financial year and on 3 April 2020
issued the following joint Declaration of Compli-
ance pursuant to Section 161 of the German Stock
Corporation Act (AktG):

“The Board of Management and Supervisory
Board of Hawesko Holding Aktiengesellschaft de-
clare that, following due examination, the recom-
mendations of the Code as amended on 7
February 2017 (Code 2017, published in the offi-
cial section of the Federal Gazette on 24 April
2017) were complied with from 5 April 2019 (date
of submission of the previous Declaration of Com-
pliance), excepting the departures stated under
Nos. 1-3:

1. No stipulation of a statutory limit to the length of
service on the Supervisory Board and no stipula-
tion of an age limit for service on the Supervisory
Board
Article 5.4.1 of Code 2017 recommends stipulat-
ing a statutory limit to the length of service and
an age limit for service on the Supervisory
Board Until now, the Supervisory Board of
Hawesko Holding AG has not specified either a
statutory limit to the length of service nor an
age limit for service on the Supervisory Board.
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In the opinion of the Supervisory, the decision
on whether to remain a member is often best
left to the individual Supervisory Board mem-
ber. A statutory limit to the length of service
and an age limit for service on the Supervisory
Board would result in inappropriate re-
strictions.

The Board of Management and Supervisory Board of
Hawesko Holding Aktiengesellschaft declare that,
following due examination, the recommendations of
the Code as amended on 16 February 2019 (published
in the official section of the Federal Gazette on 20
March 2020) are currently, and will in future be,
complied with, excepting the departures stated under

Nos. 1-5:
. Performance-related component of the remu-

neration of the Supervisory Board members 1. No age limit for the Board of Management

Article 5.4.6 of Code 2017 recommends that
performance-related remuneration of the Su-
pervisory Board members be based on sustain-
able corporate development. The remuneration
of the Supervisory Board members of Hawesko
Holding AG includes a performance-related
component that is based on the unappropriated
profit for the year in question. The Board of
Management and Supervisory Board are of the
opinion that this year-specific remuneration
component appropriately reflects the consulta-
tive and supervisory function of the Supervi-
sory Board. In addition, time-based
determination of the variable remuneration
more closely reflects in-year changes in the
composition of the Supervisory Board as a re-
sult of the exit or arrival of new Supervisory
Board members.

. Public availability of the consolidated financial
statements

Article 7.1.2 of Code 2017 recommends that the
consolidated financial statements and group
management report be made available to the
public within 90 days of the end of the financial
year. The consolidated financial statements and
group management report of Hawesko Hold-
ing AG will be published within 120 days of the
end of the financial year, instead of within 90
days. This assures appropriate interest.

Article B.5 of Code 2020 recommends that an
age limit be specified for Board of Management
members. Until now, the Supervisory Board of
Hawesko Holding has not specified an age limit
for Board of Management members. For rea-
sons of diversity and in the interests of long-
term succession planning, a heterogeneous age
structure within the Board of Management is
sought but age is not considered to be of pivotal
importance compared to the other criteria. The
Supervisory Board of Hawesko Holding AG
takes the view that reaching an age limit has no
bearing on the competence of a Board of Man-
agement member. Correspondingly, no age
limit could be stated in the Corporate Govern-
ance Declaration. To that extent a departure
from Article B.5 of Code 2020 is declared.

. No stipulation of an age limit for service on the Su-

pervisory Board

Article C.2 of Code 2020 recommends stipulat-
ing an age limit for service on the Supervisory
Board. Until now, the Supervisory Board of
Hawesko Holding has not specified an age limit
for serving on the Supervisory Board. In the
opinion of the Supervisory, the decision on
whether to remain a member is best left to the
individual Supervisory Board member. An age
limit for service on the Supervisory Board
would result in inappropriate restrictions.
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3. Performance-related component of the remunera-

tion of the Supervisory Board members

Article G.18 of Code 2020 recommends that
performance-related remuneration of the Su-
pervisory Board members be based on long-
term corporate development. The remuneration
of the Supervisory Board members of Hawesko
Holding Aktiengesellschaft includes a perfor-
mance-related component that is based on the
unappropriated profit for the year in question.
The Board of Management and Supervisory
Board are of the opinion that this year-specific
remuneration component appropriately reflects
the consultative and supervisory function of the
Supervisory Board. In addition, time-based de-
termination of the variable remuneration more
closely reflects in-year changes in the composi-
tion of the Supervisory Board as a result of the
exit or arrival of new Supervisory Board mem-
bers.

. Public availability of the consolidated financial
statements

Article F.2 of Code 2020 recommends that the
consolidated financial statements and group
management report be made available to the
public within 90 days of the end of the financial
year. The consolidated financial statements and
group management report of Hawesko Holding
Aktiengesellschaft will be published within 120
days of the end of the financial year, instead of
within 90 days. This assures appropriate inter-
est.
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5. Remuneration system of the Board of Management
To the extent that the new version of the Ger-
man Corporate Governance Code dated 16 De-
cember 2019 results in further departures with
regard to the existing employment contracts of
the members of the company’s Board of Man-
agement, we point out that in compliance with
the reasoning of Code 2020 “amendments to the
Code need not be reflected in current Board of
Management contracts.

The company will take account of the recom-
mendations of Code 2020 when extending exist-
ing Board of Management employment
contracts and concluding new Board of Man-
agement employment contracts when new
members join the Board of Management, and to
that extent declare the corresponding depar-
tures in the future.

Hamburg, 3 April 2020

The Supervisory Board
The Board of Management

The current Declaration of Compliance - to-
gether with the Declarations of Compliance for
previous years - can also be consulted by share-
holders and the public on the website of
Hawesko Holding AG at (www.hawesko-hold-
ing.com/konzern/corporate-governance).

EBIT margin: earnings before interest and taxes. The EBIT margin is EBIT divided by net sales. It is an indicator of the company’s operating profitability.

ROCE: return on capital employed. This is the ratio of EBIT to the average amount of capital employed and provides an indication of the return on the capital employed in
the period under review.

Free Cash flow: free cash flow denotes the total funds freely available to the company after all expenditure within a period. It serves as a guide to what funds are
available for financing growth and paying dividends.
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C. RELEVANT DISCLOSURES ON CORPORATE
MANAGEMENT PRACTICES, THE MODUS OPERANDI
OF THE BOARD OF MANAGEMENT AND
SUPERVISORY BOARD, AND THE COMPOSITION AND
MODUS OPERANDI OF THE SUPERVISORY BOARD
COMMITTEES

I. Organisation and management

The structure of the Hawesko Group is character-
ised by a balance of non-central units and corpo-
rate management and organisational decisions: as
many decisions as possible concerning business
operations are taken and implemented by the indi-
vidual subsidiaries.

This organisational structure is useful because the
wine trade depends to a great extent on exploiting
personal contacts with both producers and cus-
tomers. The parent company Hawesko Holding
AG normally holds 100% or a majority of the
shares in the subsidiaries, which are active pre-
dominantly in the wine trade. The significant op-
erationally active incorporated firms within the
consolidated companies - above all Han-

seatisches Wein- und Sekt-Kontor HAWESKO GmbH
and Jacques” Wein-Depot Wein-Einzelhandel GmbH -
are integrated into the group by means of profit
transfer agreements with the holding company.
The parent company Hawesko Holding AG and
the majority of the subsidiaries are domiciled in
the Federal Republic of Germany. The subsidiaries
not based in Germany are all domiciled in other
European Union countries or in Switzerland. The
Hawesko Group is essentially divided into three
business segments (cf. “Company profile” section
in the combined management report).

The Board of Management uses sales growth, EBIT
margin, ROCE and free cash flow as the basis for its
management approach.

The target minimum rates of return are presented
in the “Management system” section of the com-
bined management report. The targets and the de-
velopment of the individual segments on the basis
of these benchmarks form part of the regular strat-
egy and reporting discussions with the managing
directors of the individual group companies.
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By incorporating EBIT margins and the return on
capital employed into the objectives and target at-
tainment checks, responsibility is clearly appor-
tioned to the managing directors below Board of
Management level.

Since 1 January 2011 a compliance code passed
and regularly reviewed by the Board of Manage-
ment and Supervisory Board has been in place for
all Hawesko Group companies. The code of con-
duct for employees and the social media guide-
lines can be accessed at (www.hawesko-
holding.com/en/corporate-governance).

I1. Shareholders and Annual General Meeting
The shareholders of Hawesko Holding AG exer-
cise their right to have a say in the running and
supervision of the company through the Annual
General Meeting. All shares are no par value
bearer shares equipped with identical rights and
obligations. Every share in Hawesko Holding
AG carries one vote. The principle of “one

share, one vote” is taken to its logical conclu-
sion, as there are no caps on the number of vot-
ing rights which may be held by one
shareholder, nor any special voting rights.

Every shareholder is entitled to take part in the
Annual General Meeting, to comment there on the
individual agenda items and to demand infor-
mation on matters concerning the company, to the
extent that this is needed for the correct assessment
of a matter being brought before the Annual Gen-
eral Meeting. The Annual General Meeting is held
during the first eight months of each financial year.
Chairing of the Annual General Meeting is the re-
sponsibility of the Supervisory Board Chairman or
another member of the Supervisory Board nomi-
nated by the Chairman. The Annual General Meet-
ing fulfils all the tasks assigned to it by law. A
resolution shall normally be carried by a simple
majority or, in certain cases (e.g. for resolutions on
capital measures and amendments to the articles of
incorporation) by a majority of at least three-quar-
ters of the capital stock represented.
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Detlev Meyer is a Supervisory Board member and
the biggest shareholder of Hawesko Holding AG,
holding 72.6% of the shares through Tocos Be-
teiligung GmbH. There then follows Michael
Schiemann, with a 5.6% shareholding via Au-
gendum Vermogensverwaltung GmbH. The re-
maining approx. 21.8% are held by institutional
and private investors. There are no employee
shares as defined in Sections 289a (1) first sentence
No. 5 and 315a (1) first sentence No. 5 of German
Commercial Code.

II1. Supervisory Board

The Supervisory Board advises and oversees the
Board of Management. To conduct important and
fundamentally significant types of business, the
Board of Management requires the prior consent of
the Supervisory Board by a two-thirds majority, in
particular for carrying out individual investments
of a value of more than € 2.5 million and for the ac-
quisition of other companies or the disposal of in-
vestments in companies of a value of more than

€ 0.5 million. A reporting system informs the Su-
pervisory Board members monthly of key financial
data compared with the target and prior-year fig-
ures, and explains them.

At least four ordinary meetings of the Supervisory
Board as well as meetings of its committees take
place each year.

According to the articles of incorporation the Su-
pervisory Board comprises six members, elected
by the Annual General Meeting. It elects a Chair-
man and a Deputy from among its members. Dec-
larations of intent by the Supervisory Board are
issued by the Chairman or, if the Chairman is pre-
vented from attending, by his Deputy. The Super-
visory Board has a quorum if all members have
been invited and at least half of the members take
part in the vote. Resolutions of the Supervisory
Board are carried by a simple voting majority, un-
less otherwise specified by law or in the articles of
incorporation; in the event of a tied vote, a major-
ity may resolve to conduct a fresh debate; other-
wise a new vote must be held without delay. When
voting anew on the same matter, the Chairman has
two votes if the result is once again a tie.
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1.The Supervisory Board committees
The Supervisory Board has formed two commit-
tees that perform the functions assigned to them
on behalf of the whole Supervisory Board.

The committees are convened by their respective
chairs and meet as often as is deemed necessary.
There is currently a Personnel and Nominating
Committee, and also an Audit and Investment
Committee, each comprising three members.

a) Personnel and Nominating Committee

The Personnel and Nominating Committee pre-
pares the personnel decisions to be dealt with by
the Supervisory Board, attends to long-term suc-
cession planning jointly with the Board of Manage-
ment, and also pays heed to diversity in the
composition of the Board of Management. It pre-
pares the passing of resolutions by the whole Su-
pervisory Board on the determination of Board of
Management remuneration and the review of the
remuneration system for the Board of Manage-
ment, and deals with Board of Management con-
tracts unless the German Stock Corporation Act
specifies that they must be concluded, amended
and terminated by the whole Supervisory Board.
In addition, it makes proposals to the Supervisory
Board on suitable candidates for the election of Su-
pervisory Board members by the Annual General
Meeting, taking into account the statutory require-
ments, the recommendations of the Code and the
requirements profile for the Supervisory Board re-
solved by the Supervisory Board. In doing so, in
each case it assures itself that the candidate is able
to set aside the anticipated time required. The com-
mittee also has the task of approving the appoint-
ment or dismissal of senior executives of the
group, in the interests of early and balanced suc-
cession planning.

The Chairman of the Personnel and Nominating
Committee is Detlev Meyer. The other members
are Wilhelm Weil and Kim-Eva Wempe.

b) Audit and Investment Committee

The Audit and Investment Committee has the
task of overseeing accounting, the financial re-
porting process and the effectiveness of the audit-
ing of financial statements.
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It also prepares the resolution proposal of the Su-
pervisory Board to the Annual General Meeting
on the election of the auditors. If there is the inten-
tion to rotate auditors, the Audit and Investment
Committee is responsible for the selection process.
Following election by the Annual General Meeting
it issues the mandate for the audit of the consoli-
dated and annual financial statements, agrees the
fee and specifies the audit priorities. It continu-
ously monitors the independence of the auditors
and discusses with them the threats to their inde-
pendence as well as the precautions taken to re-
duce those threats. In that connection the Audit
and Investment Committee is also responsible for
monitoring and approving the services provided
by the auditors over and above the audit of the fi-
nancial statements (non-audit services).

The Audit and Investment Committee already dis-
cussed the audit services provided even before im-
plementation of Article D.12 of Code 2020 as a
committee and then jointly with the auditors, and
took this opportunity to evaluate the quality of the
services provided. The Audit and Investment Com-

mittee now plans to implement a more formal evalu-

ation method jointly with the auditors. The Audit
and Investment Committee is already in talks with
the auditors to that end. The Audit and Investment
Committee in addition makes the recommendation
to the Supervisory Board that the annual financial
statements only be approved if it has first assessed
the quality of the audit services as positive.

The Chairman of the Audit and Investment Com-
mittee is Prof. Dr. iur. Dr. rer. pol. Dres. h.c. Franz
Jiirgen Sécker. The other members are Thomas R.
Fischer and Dr. J6rg Haas. The function of financial
expert within the meaning of Section 100 (5) of the
German Stock Corporation Act is performed by
Thomas R. Fischer. All committee members are fa-
miliar with the finance and accounting area; in ac-
cordance with the recommendation in Article D.4
of Code 2020, Prof. Dr. iur. Dr. rer. pol. Dres. h.c.
Franz Jurgen Sécker as Chairman of the Audit and
Investment Committee possesses particular
knowledge and experience in the application of ac-
counting policies and internal control procedures,
and is familiar with the auditing of financial state-
ments.
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2. Target for the proportion of women on the Supervi-
sory Board

On the basis of the requirements profile for the
Supervisory Board (see 3.), the Supervisory Board
does not look solely at the professional and per-
sonal qualifications of the candidates, but also
takes diversity aspects into consideration when
making its election proposals to the Annual Gen-
eral Meeting. By way of a target for the propor-
tion of women on the Supervisory Board, it was
specified that the board and the Personnel and
Nominating Committee are to have at least one
woman member by 30 June 2022.

This target is currently achieved.

3. Requirements profile for the Supervisory Board
With regard to the various requirements and rec-
ommendations on the composition of the Supervi-
sory Board, in April 2018 the Supervisory Board
approved a requirements profile for its composi-
tion that contains key statutory requirements and
regulations of the Code on the composition of the
Supervisory Board, as well as its objectives for its
composition, the competency profile for the whole
board within the meaning of Article 5.4.1 (2) of
Code 2017 and Article C.1 of Code 2020, and also
the diversity concept for the Supervisory Board ac-
cording to Section 289f (2) No. 6 of the German
Commercial Code. At its meeting in April 2020 the
Supervisory Board again classified the compe-
tency profile as appropriate and confirmed it.

a) Objective

The Supervisory Board aims for a composition that
means its members assure comprehensive quali-
fied monitoring of and consultancy for the Board
of Management at all times. The Supervisory
Board holds the view that diversity aspects, along-
side specialist and personal requirements, play an
important role in the effective work of the Supervi-
sory Board, and therefore in the sustainable devel-
opment of the company. A variety of personalities,
experience and knowledge avoids groupthink, al-
lows rounded views and thus assures the quality
of the Supervisory Board’s work. As such, the fol-
lowing objectives serve as a guideline for long-
term succession planning and the selection of suit-
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able candidates, and create transparency regarding
the key criteria governing appointments.

b) Requirements of the individual members

(i) General requirements

Every Supervisory Board member is to be in a po-
sition to carry out the duties of a Supervisory
Board member in an internationally active, listed
enterprise on the strength of their personal and
specialist competencies, and to uphold the public
image of the Hawesko Group. With regard to that,
every Supervisory Board member should meet the
following requirements:

* Sufficient expertise, i.e. the ability to carry out
the duties that normally arise on the Supervi-

sory Board.

* Dedication, integrity and personality.

General understanding of the business of
Hawesko Holding AG, including the market
context and customer requirements.

* Entrepreneurial or operational experience, ide-
ally in the form of experience from working in
corporate management, as a senior executive or
in supervisory bodjies.

* Compliance with the limits on mandates ac-
cording to Section 100 of the German Stock
Corporation Act and according to Article C.5 of
Code 2020.

(ii) Time availability

Every Supervisory Board member ensures that
they can set aside the time required to carry out
their Supervisory Board mandate properly. It
should be noted in particular that there are at least
four Supervisory Board meetings per year, each re-
quiring appropriate preparation, in particular with
regard to the examination of documentation for
the annual and consolidated financial statements.
Depending on membership of one or more of the
committees that exist, additional time will need to
be set aside for preparing for and attending the
committee meetings.
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Finally, extraordinary meetings of the Supervisory
Board or of the committees may be necessary to
deal with special topics.

c) Requirements and goals for the whole board With re-
gard to the composition of the whole board, in-
cluding in the interests of diversity the
Supervisory Board seeks a composition where the
members complement each other in terms of their
personal and professional background, experience
and specialist knowledge, so that the whole board
can draw on as wide as possible a range of experi-
ence and specialist knowledge.

(i) General requirements

The Supervisory Board of Hawesko Holding AG
must at all times be composed such that its mem-
bers as a whole possess the necessary knowledge,
skills and specialist experience to be able to per-
form the duties of the Supervisory Board
properly. In addition, the members of the Super-
visory Board must as a whole be familiar with the
wine trading sector. At least one member of the
Supervisory Board must have expertise in the
fields of financial reporting or auditing of finan-
cial statements.
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(i) Specific knowledge and experience

The Supervisory Board of Hawesko Holding AG
as a whole is to cover all competency areas that are
necessary for it to carry out its duties effectively.
That involves - in keeping with the business
model of the company - in particular more exten-
sive knowledge and experience in the following
areas:

* Accounts, finance, controlling.

* The procurement end of the market, for exam-
ple from running a winery.

* The online area from taking active responsibility
for the restructuring of print-based marketing
activities into IT-led marketing and sales activi-
ties.

e Traditional corporate culture from the perspec-
tive of a comparable family firm (corporate
identity, corporate culture).

* Legal, corporate governance and compliance.

* The Supervisory Board strives for a composi-
tion where at least one member is available as
a source of expertise on each of the above as-
pects.

HAWESKO HOLDING AG

(iif) Independence and conflicts of interest

Taking account of the company-specific situation of
Hawesko Holding AG and the ownership structure,
the Supervisory Board is to have at least four inde-
pendent members within the meaning of Article 5.4.2
of Code 2017 or Articles C.6 to C.9 of Code 2020. In
addition, no persons who serve on corporate bodies
or provide consultancy for key competitors of the
company are to serve on the Supervisory Board.
Where conflicts of interest arise in individual cases -
particularly as a result of a consultative or board
function at suppliers, customers, lenders or other
third parties - the Supervisory Board member in
question is obliged to disclose this to the Supervisory
Board Chairman. The Supervisory Board provides
information on conflicts of interest arising and how
they have been handled in its yearly report to the
Annual General Meeting. Members are to surrender
their mandate in the event of material conflicts of in-
terest of a Supervisory Board member that are more
than merely temporary.

(iv) Diversity
For the quota of women on the Supervisory
Board, the Supervisory Board of Hawesko Hold-
ing AG has specified that it is to include at least
one woman, with a deadline for attainment of the
target of 30 June 2022.

Diversity for the Supervisory Board is also reflected
in such aspects as individual career background and
area of activity, as well as in the horizon of experi-
ence of its members (e.g. industry experience). To
that extent, in the interests of diversity the Supervi-
sory Board seeks a composition where the members
complement each other in terms of background, ex-
perience and specialist expertise. In this regard it is
also desirable for some of the members to possess an
international horizon of experience.
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d) Implementation status

In the current composition of the Supervisory
Board, the above targets are met. The Supervisory
Board comprises individuals with a variety of ca-
reer backgrounds, horizons of experience and ex-
pertise. The proportion of at least one woman is
met. In Dr. Haas, Prof. Dr. iur. Dr. rer. pol. Dres.
h.c. Sécker, Mr. Weil and Ms. Wempe, the Supervi-
sory Board has four independent members.

The Personnel and Nominating Committee and the
Supervisory Board will take account of the above
requirements and targets in succession planning,
the search for suitable candidates and their pro-
posals for the election of Supervisory Board mem-
bers to the Annual General Meeting, while at the
same time seeking to meet the competency profile
for the whole board.

e) Length of service

The Chairman of the Supervisory Board, Mr.
Detlev Meyer, has belonged to the Supervisory
Board of the company since 28 September 2010.
Mr. Thomas R. Fischer, the Deputy Chairman of
the Supervisory Board, has served on the Supervi-
sory Board since 15 June 2009. The terms of office
of the remaining Supervisory Board members are
as follows: Prof. Dr. iur. Dr. rer. pol. Dres. h.c.
Sédcker since 26 March 2015, Dr. Jorg Haas since 1
December 2017, Mr. Wilhelm Weil since 19 June
2017 and Ms. Kim-Eva Wempe since 20 June 2011.

f) Self-assessment

The Supervisory Board, the Personnel and Nomi-
nating Committee as well as the Audit and Invest
ment Committee each assessed the efficiency of
their activities and members at their meeting on 3
April 2020, with a view to assuring effective con-
trol of the Board of Management of Hawesko
Holding Aktiengesellschaft. Among other aspects
the profiles and experience contributed by the in-
dividual members were discussed and critically
evaluated in light of the prevailing needs of the
company.

178

Report of the Supervisory HAWESKO HOLDING AG

Further information on the activities of the Super-
visory Board and its committees as well as on its
work alongside the Board of Management in the
period under review is provided in the report of
the Supervisory Board. Further information on the
composition of the Supervisory Board and its com-
mittees is provided in the summary “Board of
Management and Supervisory Board” at the end of
the the Annual Report.

Finally, curricula vitae - updated annually - of the
current members of the Supervisory Board are
published on the website of the company.

IV. Board of Management

1.Modus operandi of the Board of Management

The Board of Management is independently re-
sponsible for the running of the company and rep-
resents it in transactions with third parties. It
coordinates the strategic direction of the group
with the Supervisory Board and, in accordance
with the legal requirements, informs the Supervi-
sory Board regularly, promptly and comprehen-
sively of all plans, business developments and
risks that are of relevance to the company.

The work of the Board of Management is set out in
more detail in rules of procedure for the Board of
Management.

Until 31 March 2019 the Board of Management comprised

four members, and since 1 April 2019 has comprised
three members. The Supervisory Board and

Board of Management have established that a re-
distribution of portfolios for the Hawesko Group
allows an allocation of duties that reflects current
market requirements. Since 1 April 2019, Board of
Management members have no longer simultane-
ously held the role of managing director of a sub-
sidiary or sub-subsidiary. The managing directors
of subsidiaries and sub-subsidiaries thus assume
greater operational responsibility, which entails
more detailed reporting obligations to the Board of
Management. This makes it possible to reduce the
size of the Hawesko Board of Management from s
previous four to three members. The Board of
Management reaches its decisions by majority
vote. The Board of Management members are re-
sponsible for their defined portfolio and area of
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work according to the allocation of duties sched-
ule, independently of their collective responsibility
for the management of the group. At the same
time, the Board of Management members work to-
gether collegially and continually inform each
other of important measures and events in their ar-
eas of work. There are no sub-committees within
the Board of Management.

When filling management functions in the com-
pany, the Board of Management strives for diver-
sity, in particular through the suitable involvement
of women. The defined target remained un-
changed at 25% women among the group’s man-
agement by 30 July 2022.

This quota is already achieved.

Conflicts of interest for Board of Management
members are to be disclosed to the Supervisory
Board without delay. The remaining Board of
Management members are to be informed of the
matter. Board of Management members may only
take up secondary occupations, in particular non-
executive directorships of companies outside the
group, with the consent of the Supervisory Board.
Material transactions between the group compa-
nies on the one hand and the Board of Manage-
ment members as well as parties related to them
on the other require the consent of the Supervisory
Board. These transactions must meet arm’s-length
requirements. No such contracts existed in the pe-
riod under review. Nor did conflicts of interest
arise in the year under review.

2. Diversity concept for the Board of Management
Pursuant to Article 5 of the articles of incorpora-
tion, the Board of Management of Hawesko Hold-
ing AG comprises at least two persons.

There are currently three members of the Board of
Management. The members of the Board of Man-
agement are appointed by the Supervisory Board.
The latter attends to long-term succession planning
together with the Board of Management and pays
heed to diversity in the composition of the Board
of Management. In the interests of tailoring diver-
sity aspects more closely, in April 2018 the Super-
visory Board approved a diversity concept for the

HAWESKO HOLDING AG

Board of Management and in April 2020, in light of
the provisions of Code 2020, again classified this
diversity concept as appropriate and confirmed it.

a) Objective of the diversity concept

The Board of Management performs the pivotal
role in the further development of Hawesko Hold-
ing AG and of the group. The Supervisory Board
considers that diversity aspects, alongside the spe-
cialist skills and experience of the Board of Man-
agement members, play an important role in the
sustainable development of the company. A vari-
ety of personalities, experience and knowledge
avoids groupthink, allows more rounded views
and thus enriches the work of the Board of Man-
agement. The following diversity aspects serve as
guidelines for long-term succession planning and
the selection of suitable candidates.

b) Diversity aspects

The Supervisory Board seeks a composition of the
Board of Management where the members comple-
ment each other in terms of their personal and pro-
fessional background, experience and specialist
knowledge, so that the Board of Management as a
whole can draw on as wide as possible a range of
experience, knowledge and skills. Notwithstand-
ing the following diversity aspects, the Supervi-
sory Board is convinced that ultimately an all-
round appraisal of each individual is the only basis
for appointment to the Board of Management of
Hawesko Holding AG.

(i) Proportion of women on the Board of Management

The Supervisory Board takes the equal participa-
tion of women and men as its basis for the compo-
sition of the Board of Management and actively
promotes that goal, for example by specifically
searching for female candidates to join the Board
of Management. In view of the modest size of the
Board of Management and the generally limited
pool of suitable candidates, it is nevertheless not
always possible to assure equal numbers of
women and men. Against this backdrop, the Su-
pervisory Board has set a proportion of 0-35% as
the target level for women on the Board of Man-
agement of Hawesko Holding AG, to be achieved
by 30 June 2022.
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(if) Educational and professional background
Diversity on the Board of Management is also re-
flected in the individual horizons of training and
experience as well as in the variety of career back-
grounds of its members (e.g. industry experience).
A variety of backgrounds in education, profession
and experience is therefore expressly desired.
Every Board of Management member must how-
ever be in a position to carry out the duties of a
Board of Management member in an internation-
ally active, listed enterprise on the strength of their
personal and specialist competencies, and to up-
hold the public image of the Hawesko Group. The
members of the Board of Management should
moreover possess an in-depth understanding of
the business of Hawesko and generally possess
several years of leadership experience.

In addition, with regard to the business model of
Hawesko at least one member should possess par-
ticular expertise in each of the following areas,
bearing in mind that this expertise need not neces-
sarily have been acquired through university stud-
ies or another form of training; it may also have
been acquired by other means or within the
Hawesko Group:

* Strategy and strategic leadership.

* Logistics business including the relevant mar-
kets and customer requirements.

* Sales including e-commerce in particular.

* Operations and technology including IT and dig-
italisation.

* Legal, corporate governance and compliance.

* Personnel, in particular human resources man-
agement and development, as well as experience
with codetermined structures.

* Finance, including financing, accounts,

controlling, risk management and internal
control procedures.
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(iii) Age

Pursuant to Article B.5 of Code 2020, an age limit is
to be specified for Board of Management members
and stated in the Corporate Governance Declara-
tion. There exists neither a minimum or a maxi-
mum age for Board of Management members.
However Board of Management members should
generally possess several years of leadership expe-
rience at the time of their appointment, and that
presupposes a degree of professional experience.
For reasons of diversity and in the interests of
long-term succession planning, a heterogeneous
age structure within the Board of Management is
sought, though age is not considered to be of piv-
otal importance compared to the other criteria.

¢) Implementation status

In the current composition of the Board of Manage-
ment, the above targets are met. The Board of Man-
agement comprises individuals with a variety of
career backgrounds and horizons of experience,
and possesses expertise in the areas stated. The de-
fined target for the proportion of women is met.
The Supervisory Board and its Personnel Commit-
tee will take account of the above diversity aspects
as part of their long-term succession planning and
their search for suitable candidates for the Board

of Management of Hawesko Holding AG.

d) Succession planning

Pursuant to Article B.2 of Code 2020, the Supervi-
sory Board is to see to long-term succession plan-
ning jointly with the Board of Management. For
that reason it is envisaged that with regard to per-
sonnel matters, the Personnel and Nominating
Committee must approve to the appointment or
dismissal of senior executives within the group. In
addition, either the Supervisory Board or one of its
committees regularly invites prominent, key peo-
ple from the Hawesko Group to attend its meet-
ings as guests, and to discuss current business
developments that affect their specific area. This
approach enables the Supervisory Board to regu-
larly form its own, direct impression of especially
important management functions, incorporating
both personal and professional perspectives.
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D. FINANCIAL REPORTING AND AUDITING OF
FINANCIAL STATEMENTS

The individual financial statements of Hawesko
Holding AG are prepared in accordance with the
accounting standards of the German Commercial
Code (HGB). Since 2000, the consolidated financial
statements have been prepared in accordance with
the IFRS rules as adopted by the European Union,
and the additional HGB requirements according to
Section 315e (1) of HGB. Further explanatory notes
of the IFRS are provided in this Annual Report in
the notes to the consolidated financial statements.
Following their compilation by the Board of Man-
agement, the Consolidated Financial Statements
are examined by the independent auditor, and ex-
amined and approved by the Supervisory Board.
The Consolidated Financial Statements are made
available to the public within 120 days of the end
of the financial year. The individual financial state-
ments of Hawesko Holding AG are the sole basis
for the appropriation of earnings.

The selection of the independent auditor, their
mandate, monitoring of its independence and of
the additional services it provides are performed in
accordance with the statutory requirements. The
following was agreed with the independent audi-
tor:

1 The Chairman of the Audit and Investment
Committee shall be informed without delay if
potential reasons for exclusion or conflicts of in-
terest that cannot be rectified without delay
come to light during the audit.

2 The independent auditors shall report on all
findings and occurrences identified while con-
ducting the audit of the financial statements
that are of material significance for the work of
the Supervisory Board.

3 If the independent auditors should, while con-
ducting the audit of the financial statements,
identify facts that have led to a misstatement in
the Declaration of Compliance issued by the
Board of Management and Supervisory Board

in respect of the Corporate Governance Code (Section 161
of the German Stock Corporation Act), they shall note
this in the audit report and inform the Chairman of

the Supervisory Board of this.

E. TRANSPARENCY

Hawesko Holding AG attaches high priority to the
policy of providing uniform, comprehensive and
timely information. The trading position and the
results of the company are reported on through the
Annual Report, the Annual Press Conference, in
the Quarterly Financial Reports at 31 March and 30
September, and in the Interim Financial Report.
Further information is published in the form of
press releases and ad hoc announcements in ac-
cordance with Article 17 of the Market Abuse Reg-
ulation. One constantly used, up-to-date
communications medium is the website
www.hawesko-holding.com, which makes all rele-
vant information available in German and English.
In addition to providing comprehensive infor-
mation about the Hawesko Group and Hawesko
shares, it includes the financial calendar, which
gives an overview of all important events. The In-
vestor Relations department is moreover the point
of contact for enquiries from shareholders, inves-
tors and analysts. Shareholders and the public can
also access the current Corporate Governance Dec-
laration on the website of Hawesko Holding Ak-
tiengesellschaft at https:/ /www.hawesko-
holding.com/konzern/corporate-governance/ .

F. REMUNERATION REPORT

Particulars of the remuneration of the Board of
Management and Supervisory Board are to be
found in a separate section of the combined man-
agement report for the group and the parent com-
pany for 2019, as well as in the notes to the
consolidated financial statements and notes to the
individual financial statements. No stock option
schemes or similar securities-based incentive sys-
tems exist.

Hamburg, 3 April 2020

The Supervisory Board
The Board of Management
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