
CORPORATE GOVERNANCE

DECLARATION OF CORPORATE GOVERNANCE IN ACCORDANCE WITH SECTION 
289F AND 315D OF THE GERMAN COMMERCIAL CODE

The Executive and Supervisory Boards of STS Group AG work to ensure that corporate governance is 
conducted responsibly, sustainably, and transparently. We regard good corporate governance as an 
essential basis for the long-term success of the Company as a means of equally upholding the interests 
of our national and international investors, the financial markets, our employees, our business part-
ners, and the general public. The foundations of corporate governance are statutory laws, the German 
Corporate Governance Code (GCGC or Code), the Articles of Association of STS Group AG and the rules  
of procedure Executive and Supervisory Boards, which inform all decision-making processes.

Following detailed discussion by the Executive and Supervisory Boards of the requirements under German 
Corporate Governance Code (GCGC), in January 2021 STS Group AG adopted the annual declaration of 
compliance in line with Section 161 (1) Sentence 1 of the German Stock Corporation Act (AktG) and published 
this declaration on the Company website www.sts.group.

According to Principle 22 DCGK in the version of December 16, 2019, published in the Federal Gazette 
on March 20, 2020, STS Group AG reports in the declaration of corporate governance regarding to the 
corporate governance of STS Group AG. This corporate governance statement pursuant to Section 289f 
of the German Commercial Code (HGB) and, at the same time, the Group corporate governance statement 
pursuant to Section 315d of the German Commercial Code (HGB) have been published on the website of 
STS Group AG. Pursuant to Section 317 (2) Sentence 6 of the German Commercial Code (HGB), the 
auditor’s review of the disclosures pursuant to Sections 289f, 315d of the German Commercial Code (HGB) 
is to be limited to whether the disclosures have been made. 

Against this background, STS Group AG reports below on corporate governance at STS Group AG, in 
particular on the working practices of the Executive Board and Supervisory Board.

1  MANAGEMENT AND CONTROL STRUCTURE

STS Group AG has a dual governance system in place in accordance with statutory provisions governing 
German stock corporation consisting of the Executive and Supervisory Boards, respectively.

1.1 THE SUPERVISORY BOARD

1.1.1 Composition of the Supervisory Board

The Supervisory Board is currently constituted of three members elected by the General Assembly, in accor-
dance with Section 95 Sentence 1 AktG and Section 10 (1), (2) of the Articles of Association of STS Group AG. 
There are presently no employee representatives on the Supervisory Board in accordance with Section 
4 (1) of the German One Third Participation Act (DrittelbG) or Section 7 (1) Sentence 1 of the German 
Co-Determination Act (MitbestG), or other co-determination regulations. Two of the incumbent members 
of the Supervisory Board (Mr. Laik and Dr. Schleede) each resigned from office with effect from the end  
of June 20, 2020, by letter dated May 20, 2020, and two new members (Dr. Cornelius and Dr. Lichtenwalder) 
were appointed by order of the Munich Local Court dated June 22, 2020, until the election of members  
at the Annual General Meeting. By resolution of the Annual General Meeting on July 14, 2020, the temporarily 
appointed members of the Supervisory Board were elected and thus confirmed for the period until the end 
of the Annual General Meeting that resolves on the formal approval of the acts of management for the 2020 
financial year; the term of office of the new members of the Supervisory Board therefore ends at the end 
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of the next Annual General Meeting. For the third member of the Supervisory Board (Mr. Maierhofer), 
the term of office remains unchanged until the end of the Annual General Meeting as resolved by the 
Annual General Meeting on May 17, 2019, which decides on the discharge for the 2023 financial year. 

1.1.1.1 Supervisory Board objectives

The Supervisory Board has not adopted a resolution in line with Section 5.4.1 (2) of German Corporate 
Governance Code as amended on February 7, 2017, last published in the Federal Gazette on May 19, 2017 
(GCGC 2017) which defines – other than a target percentage for representation of women on the Supervisory 
Board – further concrete objectives for the composition of the Supervisory Board – considering appropriately 
the specifics of the enterprise, take into account the international activities of the enterprise, potential 
conflicts of interest, the number of independent Supervisory Board members within the meaning of 
Section 5.4.2 German Corporate Governance Code, an age limit to be specified and a regular limit of 
length of membership to be specified for the members of the Supervisory Board as well as diversity. 
Similarly, in deviation from the recommendation in Section C.1 of the GCGC as amended on December 16, 
2019, published in the Federal Gazette on March 20, 2020 (GCGC 2020), STS Group AG has not specified 
any concrete objectives for its composition and has not developed a competence profile for the entire body. 
When selecting candidates to be proposed for election to the Supervisory Board, STS Group AG always 
ensures that candidates have the required knowledge, ability, and personal experience. STS Group AG 
has thus determined that adopting concrete objectives in respect to composition is not a suitable means 
for ensuring that the Supervisory Board of STS Group AG is composed of qualified members capable  
of working efficiently. STS Group AG has therefore disclosed a deviation from the German Corporate 
Governance Code recommendations in accordance with Section 5.4.1 (2) GCGC 2017 as well as from the 
recommendation of the GCGC 2020 in section C.1 in the Company declaration of compliance, in accor-
dance with Section 161 (1) Sentence 1 AktG.

An age limit has not been set for the members of the Supervisory Board of STS Group AG. The company 
is of the opinion that the technical knowledge and professional as well as personal experience of the 
candidates are decisive in the selection of Supervisory Board members and that a specific age limit is 
unsuitable for ensuring the necessary skills. For this reason, the Company has declared a deviation 
from Section C.2 GCGC 2020 in the Declaration of Conformity. 

1.1.1.2 Competencies

STS Group AG holds the view that the current composition of the Supervisory Board conforms with the 
requirements in accordance with Section 5.4.1 (1) GCGC 2017 or Principle 11 DCGK 2020, pursuant to 
which the Super visory Board members as a group possess the knowledge, ability and expert experience 
required to properly complete its tasks. STS Group AG believes in particular that the Supervisory Board 
members have the competencies which are considered essential in view of the activities engaged in by 
STS Group AG. Principally, these include many years of experience, extensive knowledge regarding 
managing an international automotive enterprise and competency in the areas of production, product 
development, strategic management as well as finances and accounting. 
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1.1.1.3 Independence

The current members of the Supervisory Board and their close family members have no personal or 
business relationship with STS Group AG or its Executive Board that could constitute a material and  
not merely temporary conflict of interest. The Supervisory Board does not include any former members 
of the Executive Board, nor did the members of the Supervisory Board have any material business 
relationship with the Company or any company dependent on it (e.g. as a customer, supplier, lender, 
or consultant), either currently or in the year up to their appointment, either directly or as shareholders 
or in a responsible function of a company outside the Group. There are no family ties to members of 
the Executive Board, and the term of office of Supervisory Board members is one year or three years, 
respectively, which is less than 12 years. The members of the Supervisory Board of STS Group AG are 
therefore to be regarded as independent of the Company and its Executive Board within the meaning  
of Section C.7 (1) GCGC 2020.

Furthermore, the current members of the Supervisory Board are also independent of the controlling 
shareholder within the meaning of Section C.9 (2) GCGC 2020. Neither the members of the Supervisory 
Board themselves nor any of their close family members are controlling shareholders. Nor are they 
members of the Executive Board of the controlling shareholder of STS Group AG, nor do they have any 
other personal or business relationship with the controlling shareholder that could give rise to a material 
and not merely temporary conflict of interest.

All Supervisory Board members are in compliance with the recommended limitation of supervisory 
board mandates per Section C.4 and C.5 GCGC 2020. Dr. Wolf Cornelius and Dr. Wolfgang Lichtenwalder 
are in addition to their function on the supervisory board of STS Group AG also members of other 
supervisory bodies, however these Supervisory Board activities are limited exclusively to unlisted group 
companies of the majority shareholder. In addition, the number of Supervisory Board mandates 
amounts to five each (Dr. Cornelius and Dr. Lichtenwalder). Mr. Bernd Maierhofer is also a Supervisory 
Board member of VOSS Automotive GmbH, Wipperfürth in addition to his activity on the STS Group AG 
Supervisory Board.

The members of the Supervisory Board do not hold any executive or advisory positions with major competi-
tors of STS Group AG, nor do they have a personal relationship with a major competitor of STS Group AG.

1.1.2 Tasks of the Supervisory Board

The Supervisory Board supervises and advises the Executive Board in the management of the enterprise. 
The Supervisory Board regularly discusses business results, planning and corporate strategy and its 
execution. The Supervisory Board reviews the single-entity and consolidated annual financial statements, 
management report, Group management report and the proposal for appropriation of net retained 
profits. Based on the legal provisions, the Supervisory Board also decides on the approval of the annual 
financial statements and the approval of the consolidated financial statements of STS Group AG, whereby 
the auditor’s reports are taken into consideration. The Supervisory Board reports on these activities to 
shareholders at the General Meeting. Key Executive Board decision-making issues such as budget 
planning, long-term strategy, sale of significant fixed assets, capital measures and major financing and 
investment decisions are subject to Supervisory Board approval pursuant to Section 5 in conjunction 
with Appendix 2 of the rules of procedure for the Executive Board of STS Group AG.
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1.1.3 Organisation and functioning of the Supervisory Board

Regulations concerning the Supervisory Board and its organization and working methods are contained 
in particular in Sections 10 to 16 of the Articles of Association of STS Group AG and in the Rules of  
Procedure of the Supervisory Board. In deviation from the recommendation in Section D.1 GCGC 2020, 
the rules of procedure of the Supervisory Board have not been made available on the Company’s web- 
site, among other things due to confidential statements contained therein with regard to transactions 
requiring approval.

Due to the low number of members in the Supervisory Board, the STS Group AG Supervisory Board has 
formed no committees within the meaning of Section 107 (3) AktG. STS Group AG therefore deviates 
from the recommendations in Sections 5.3.1 and 5.3.3 GCGC 2017 as also the recommendations in Sections 
D.2, D.3 sentence 1, D.4, D.5 and D.11 GCGC 2020. The Supervisory Board as a whole fulfils all duties 
incumbent upon the Supervisory Board. However, in accordance with Section 3 (1) of the Supervisory 
Board rules of procedure, the Supervisory Board has elected a Chairman of the Supervisory Board from 
its ranks, responsible for coordinating the work of the Supervisory Board, chairing Supervisory Board 
meetings and attending to the affairs of the Supervisory Board externally.

In accordance with the regulations of the stock corporation act and with Section 8 of the rules of procedure 
for the Supervisory Board, Supervisory Board members are obligated to uphold confidentiality with 
regard to trade and business secrets of STS Group AG and other facts of which they become aware through 
their work on the Supervisory Board the disclosure of which could impair the interests of STS Group AG.

Specifics concerning the Board’s work in financial year 2020 are provided in the Report of the Supervisory 
Board. An overview of the composition of the Supervisory Board and the curriculum vitae of the Supervisory 
Board members are available on the STS Group AG website – www.sts.group.

In accordance with the recommendation in Section D.13 GCGC 2020, the Supervisory Board carried out a 
self-assessment in the 2020 financial year to determine the effectiveness and efficiency of the Supervisory 
Board’s work. No external support was provided, as the lack of committees and the small size of the 
Supervisory Board with only three members meant that the Supervisory Board members themselves 
were fully involved in the overall work of the Supervisory Board. Mr. Maierhofer was able to provide the 
new members of the Supervisory Board with sufficient and well-founded information on the work of the 
Supervisory Board prior to the personnel change. At its meeting on July 3, 2020, the Supervisory Board 
addressed its findings on the effectiveness and efficiency of its work. As part of the self-assessment, 
the members of the Supervisory Board reviewed the working methods and effectiveness of the Supervisory 
Board, in particular regarding the prompt and comprehensive provision of information by the Executive 
Board in each case, the possibility of (also short-term) internal coordination via a video conferencing system, 
and the availability of the Executive Board and Supervisory Board at short notice for current issues. 
The results of the audit confirm a good supply of information to the Supervisory Board, a smooth flow 
of information within the Supervisory Board body, and an efficient organization of meetings and work.

1.2 THE EXECUTIVE BOARD

1.2.1 Composition of the Executive Board

In line with Article 7 of the STS Group AG Articles of Association, the Company’s Executive Board consists 
of one or more persons. The exact number is determined by the Supervisory Board. Until May 31, 2020, 
the Executive Board consisted of three members, namely Andreas Becker (CEO), Dr. Ulrich Hauck (CFO) 
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and Patrick Oschust (COO). Currently the STS Group AG Executive Board is comprised of one member, 
Mr Mathieu Purrey. Mr. Purrey was appointed for three years in accordance with the recommendation  
in section B.3 GCGC 2020. Information on the Executive Board and the curriculum vitae of Mr. Mathieu 
Purrey are available on the STS Group AG website at www.sts.group.

Contrary to the recommendation in Section B.5 of the GCGC 2020, the Supervisory Board has refrained 
from setting a specific age limit for Executive Board members. Since in the opinion of the Supervisory 
Board the technical expertise and professional and personal experience of candidates are decisive for 
their selection as a member of the Executive Board and these requirements are not linked to a specific 
age, a specific age limit appears unsuitable against this background. For this reason, a deviation from 
the recommendation in section B.5 of the GCGC 2020 was also declared in the Declaration of Conformity.

In accordance with the recommendation in Section B.2 GCGC 2020, the Supervisory Board has worked 
with the Executive Board to ensure long-term succession planning in 2020. Since the current Executive 
Board was appointed for a period of three years, the Supervisory Board regularly consults on this and 
is in close exchange with the Executive Board on this issue, continuity should always be ensured. In terms 
of content, the Supervisory Board has defined, discussed, and assessed or weighted various require-
ment profiles for this purpose, such as international experience in restructuring, negotiations in this 
business sector, and strategic alignments of companies. In view of the changes in the Company (sale 
of low-margin investments, changes in the Company in the Covid 19 crisis, ongoing evaluation of the 
alignment and positioning in the market), as discussed with the Board of Management, the Supervisory 
Board assumes that the current positioning is reasonable. Against this background, the changes in 
2020 with a focus on restructuring appear to be sensible, and so far, no circumstances are apparent that 
would suggest a different assessment, such as a need for further readjustment or deviating alignment.

1.2.2 Tasks of the Executive Board

The Executive Board is charged with management of STS Group AG and representing the Group externally. 
The Executive Board manages STS Group AG on its own responsibility with the aim of sustainable value 
creation and in the interests of the company. It determines the business policy and develops the strategic 
orientation of STS Group AG.

The Executive Board is responsible for preparing the STS Group AG half-year report and the single- 
entity and consolidated financial statements, management report and Group management report of 
STS Group AG. The Executive Board also ensures that all provisions of law and the enterprise’s internal 
policies are abided by and works to achieve their compliance by Group companies.

The Executive Board is also responsible for convening the General Meeting, although the statutory 
convening rights which the Supervisory Board and minority of shareholders have.

1.2.3 Organisation and functioning of the Executive Board

The main regulations governing the organization and working methods of the Executive Board are contained 
in Sections 7 to 9 of the Articles of Association of STS Group AG and in the Rules of Procedure for the 
Executive Board of STS Group AG.

Until May 31, 2020, the Executive Board consisted of three members. Until then, the Board of Management 
was structured in three offices. These were the functions of Chief Financial Officer (CFO) and Chief 
Operating Officer (COO), in addition to the Chief Executive Officer (CEO), who were appointed by the 
Supervisory Board. In accordance with Section 2 (1) Sentence 1 in conjunction with Appendix 1 of the 
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rules of procedure for the Executive Board of STS Group AG, the Supervisory Board had set forth the 
responsibilities assigned to the respective Executive Board members for specific business areas. The 
individual Executive Board members bore sole responsibility for their assigned business areas and 
reported to the Executive Board as a whole. The Executive Board as a whole decided on measures and 
transactions relating to a specific business area which were of extraordinary importance for the enter-
prise or involve extraordinary business risk. These include in particular matters requiring Supervisory 
Board approval, material organizational and business policy issues and convening the General Meet-
ing. In addition, the Executive Board as a whole decided on matters submitted by an Executive Board 
member for resolution by the Executive Board as a whole. In accordance with Section 3 (2) Sentence 2  
of the rules of procedure for the Executive Board of STS Group AG, an Executive Board member was 
obligated in particular to submit such matters if he was concerned about measures which pertain to 
another business area and had been unable to resolve these concerns in discussion with the Executive 
Board member in question, or with the involvement of the CEO. In such case, the measures concerned 
may not be decided upon until a decision of the Executive Board as a whole has been made. In accordance 
with Section 9 (1) of the Articles of Association of STS Group AG, the Executive Board of STS Group AG 
generally passed resolutions in meetings. According to § 9 (4) sentence 1 of the Articles of Association 
of STS Group AG, the Executive Board should make every effort in this regard to adopt all its resolu-
tions unanimously.

Following the departure of Mr. Patrick Oschust (COO) as of May 31, 2020 and the departure of Dr. Ulrich 
Hauck (CFO) as of June 20, 2020, the duties of the Executive Board were initially continued by Mr. Andreas 
Becker (CEO) in sole responsibility. Since July 03, 2020, Mr. Mathieu Purrey has been performing the 
duties of the Executive Board comprehensively and on his own responsibility as sole member of the 
Executive Board.

In accordance with the regulations of the stock corporation act and Section 11 of the rules of procedure 
for the Executive Board of STS Group AG, Executive Board members are obligated to maintain confi- 
dentiality regarding any operational and business matters relating to STS Group AG. Executive Board 
members are also subject to broad non-competition provisions while serving on the Executive Board 
and for the duration of their respective employment contracts. Supervisory Board approval is required 
for any sideline activities to be engaged in by members of the Executive Board.

1.2.4 Cooperation between Executive Board and Supervisory Board

Pursuant to Section 1 (1) of the rules of procedure for the Executive Board of STS Group AG and Section 1 (3) 
of the rules of procedure for the Supervisory Board of STS Group AG, the Executive and Supervisory 
Boards have a duty to cooperate closely to the benefit of the enterprise. In accordance with Section 90 (1) 
Sentence 1 of the German Stock Corporation Act (AktG) in conjunction with Section 9 of the rules of 
procedure for the Executive Board of STS Group AG, the Executive Board is to report regularly, without 
delay and comprehensively to the Supervisory Board on business activities, business policy and other 
fundamental corporate planning issues and results, as well as profitability and liquidity. In accordance 
with Section 3 (4) of the rules of procedure for the Supervisory Board of STS Group AG, the Chairman 
of the Supervisory Board advises the Executive Board on matters including particularly strategy and 
business results as well as other important events of material significance to assessing the position, 
growth and management of the Company and the Group.

1.2.5 Executive Board compensation

The Supervisory Board determines Executive Board compensation, ensuring that compensation is 
commensurate with the responsibilities and performance of the respective Executive Board member 
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and the Company’s business situation and does not exceed the common level of compensation paid
in the absence of justifying reasons. The compensation structure must be oriented toward sustainable 
and long-term development of the company of the enterprise.

Against the background of the change in personnel of the Executive Board members in 2020 and the 
appointment of the incumbent Executive Board member at short notice, the recommendations of sections 
G.2, G.7, G.9, G.10 GCGC 2020 could only be implemented to a limited extent. Regarding the former 
Executive Board members, the recommendations have been implemented on the basis of the contractual 
provisions; for the acting Executive Board member, it has not yet been possible to implement all recom-
mendations. Nevertheless, in the current situation it is ensured that the target total compensation of the 
incumbent Executive Board member is commensurate with the situation of the Company and does not 
exceed the customary compensation for such a position.

Executive Board member compensation is documented in the Compensation Report, which STS Group AG 
publishes as part of the combined management report and Group management report on its website 
at www.sts.group.

1.3 CAREER DEVELOPMENT OF WOMEN TO MANAGEMENT POSITIONS

Section 111 (5) of the German Stock Corporation Act (AktG) requires that the Supervisory Boards of 
publicly traded stock corporations establish targets for the representation of women on their Executive 
and Supervisory Boards. If at the time of establishing such targets the percentage representation of 
women is less than 30 % at the company in question, the target values set may not be below the existing 
current percentage. At the same time as the targets are specified, deadlines must be determined for 
achieving the targets which may extend no further than five years in the future.

In a resolution adopted on November 29, 2018, the STS Group AG Supervisory Board set the respective 
targets for the percentage of female representation on the Executive and Supervisory Boards at 0% 
from November 29, 2018, in view of the terms of office of the Executive and Supervisory Board members 
currently appointed and specified that this percentage shall apply until November 28, 2023. However, 
STS Group AG will endeavour to appoint female candidates to the Executive and Supervisory Boards, 
principally in the context of long-term succession planning.

In a resolution adopted on November 29, 2018, the STS Group AG Executive Board determined targets 
for the percentage representation of women in first-tier management below the Executive Board level, 
setting the attainment date for this on November 28, 2023. STS Group AG has few employees and a flat 
management structure in place, such that there is only one managerial tier level below the Executive 
Board level, which is why a percentage for representation of women has been specified only for that 
managerial level. The target percentage for the representation of women has been set to 0% for the 
first managerial tier below Executive Board level.

 
1.4  PURCHASES AND SALES OF COMPANY SHARES BY EXECUTIVE AND  

SUPERVISORY BOARD MEMBERS

Pursuant to Section 19 of the Regulation (EU) No. 596/2014 of the European Parliament and of the 
Council as of April 16, 2014 on Market Abuse (MAR) in connection with the general ruling of the Federal 
Financial Supervisory Authority (BaFin) dated October 24, 2019 within the meaning of Art. 19 (9) MAR 
members of the Executive Board and the Supervisory Board are i.a. obliged to disclose the purchase 
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and sale of shares in STS Group AG or of related derivatives or other related financial instruments, insofar 
as the value of the transactions carried out by the member concerned or by persons closely related  
to them within a calendar year exceeds a total volume of 20,000 EUR. Such a transaction must also be 
notified to the Federal Financial Supervisory Authority (BaFin).

STS Group AG has established a process to ensure that BaFin is properly notified and that the notices 
are published. These notifications are available on the STS Group AG website at www.sts.group.

 
1.5  COMPLIANCE MANAGEMENT SYSTEM

The Supervisory Board of STS Group AG adopted a new Code of Conduct at its meeting on November 16, 
2020. This new version of the Code of Conduct is significantly more detailed and addresses the following 
contents in detail:

    Capital Market Laws;
    Competition and antitrust laws;
    Corruption and bribery;
    Asset protection laws;
    Tax and customs laws;
    Accounting and financial reporting regulations;
    Money laundering and terrorist financing;
    Employment relationship laws; and
    Occupational health and safety, environmental laws, and other regulations.

Other sections of the Code of Conduct address, among other things, how to avoid conflicts of interest.

The whistle-blower system is published on the company’s website at https://stsgroup.integrityline.org/. 
The new Code of Conduct can also be viewed there.

Although already included in the Code of Conduct, separate guidelines on capital market issues, compe-
tition and antitrust law, corruption, money laundering and IT have also been introduced for STS Group AG. 
In addition, it was ensured that the various data protection requirements (based on the GDPR) are complied 
with in practice, which is why numerous process guidelines were created in this context. 

2  SHAREHOLDERS AND THE ANNUAL GENERAL MEETING

2.1 REPORTING TO SHAREHOLDERS

STS Group AG reports to its shareholders twice during the financial year regarding the Company’s 
business development as well as the asset, financial and earnings situation of the company.

STS Group AG provides comprehensive information about the Company’s business as part of its investor 
relations activity, utilizing the internet primarily for reporting and disclosure purposes. In addition to 
half-year and annual reports, earnings announcements, ad-hoc disclosures, analyst presentations and 
press releases, the financial calendar for each current year is posted on www.sts.group, specifying the 
most important publication dates for financial communications and the General Meeting date.
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2.2 CONDUCTING THE ANNUAL GENERAL MEETING

The Annual General Meeting, at which additional reporting on the Company’s business takes place, is held 
within the first eight months of each financial year in accordance with Article 17 (1) of the STS Group AG 
Articles of Association. Shareholders may exercise their voting rights by proxy at the Annual General 
Meeting in accordance with Article 18 (4) of the STS Group AG Articles of Association. A proxy must be 
appointed in writing unless exceptions are provided for in the notice of convening the Annual General 
Meeting. In accordance with Article 20 of the Articles of Association of STS Group AG, the Executive Board 
is authorized to permit video and audio broadcasting of the Annual General Meeting. In addition, the 
Executive Board may, in accordance with Article 18 (5) and (6) of the STS Group AG Articles of Association, 
provide that shareholders may submit their votes in writing or via electronic communication channels 
(postal vote) and participate in the Annual General Meeting without being present at the venue where it 
is held even without a proxy, and may exercise some or all of their rights, wholly or in part, via electronic 
communication channels (i.e. online participation). To date, neither posting voting nor online participation 
have been utilized as options. Information to be published on the internet in accordance with Section 
124a of the German Stock Corporation Act (AktG) following convening the Annual General Meeting, includ-
ing particularly the meeting agenda, is made accessible on the STS Group AG website, www.sts.group.

In the 2020 fiscal year, an ordinary general meeting was held on July 14, 2020, and an extraordinary 
general meeting on September 25, 2020. Both General Meetings were held on the basis of the Act on 
Measures in the Law on Companies, Cooperatives, Associations, Foundations and Condominiums to 
Combat the Effects of the COVID-19 Pandemic (COVMG), which entered into force on March 28, 2020, and 
the possibility opened therein, as well as to avoid health risks for shareholders, internal and external 
employees, and members of the Company’s governing bodies, without the physical presence of share-
holders or their proxies (virtual General Meeting). 

2.3 TASKS OF THE ANNUAL GENERAL MEETING

Shareholders elect the Supervisory Board members at the Annual General Meeting and decide on 
matters which by law fall within their sphere of responsibility, including particularly the appropriation 
of net income, the discharge of the actions of the Executive and Supervisory Boards, election of the 
auditor and any changes to the Articles of Association. Each share held entitles the shareholder to one 
vote. Changes to the Articles of Association, such as for measures changing capital, are resolved by 
shareholders at the Annual General Meeting for implementation by the Executive Board. Shareholders 
may submit applications for resolutions proposed by the Executive and Supervisory Boards and contest 
Annual General Meeting resolutions. Shareholders who hold at least 100,000 EUR in share capital in total 
may also demand that a special auditor be court-appointed to review specific transactions in accordance 
with the additional requirements per Section 142 AktG.

9STS GROUP
CORPORATE GOVERNANCE REPORT 2020

http://www.sts.group


DECLARATION OF COMPLIANCE 
IN ACCORDANCE WITH SECTION 161 OF THE GERMAN STOCK CORPORATION ACT

In accordance with Section 161 AktG, the Executive and Supervisory Boards of publicly traded companies 
must issue an annual declaration of which recommendations made by the Government Commission on 
German Corporate Governance Code (“the Code”), which are published by the Federal Ministry of Justice 
in the official disclosures section of the Federal Gazette, the Company is and will be in conformity with, 
stating what recommendations have not been or will not be adopted. This declaration must be made 
permanently accessible on the Company’s website. Companies are therefore free not to adopt the recom-
mendations per the Code, but then are obliged to disclose this annually, stating explanations. This enables 
companies to reflect sector and enterprise-specific requirements. Thus, the Code contributes to more 
flexibility and more self-regulation in the German corporate constitution.

Declaration by the Executive and Supervisory Boards of STS GROUP AG on the recommendations in 
accordance with the Government Commission on German Corporate Governance Code in accordance 
with Section 161 AktG

“The Executive Board and Supervisory Board of STS Group AG, headquartered in Hallbergmoos, Freising 
(the “Company”), hereby declare:

PART A: PERIOD UNTIL MARCH 19, 2020

The company complied with the recommendations of the “Government Commission on the German 
Corporate Governance Code” in the version dated February 7, 2017 (the “old Code”) since the last  
declaration of conformity in December 2019 until March 19, 2020 with the following exceptions:

1. Section 3.8 (3) of the old Code:
The old Code recommended that any D&O insurance policy taken out for a Supervisory Board member 
have a deductible of at least 10% of the loss up to at least the amount of one and a half of the fixed  
annual compensation of the Supervisory Board member. 

The Company’s D&O insurance does not envisage a deductible of this kind for Supervisory Board 
members. The Company is of the opinion that a deductible is not a suitable means of influencing the 
motivation and responsibility of Supervisory Board members positively. The deductible would not be 
appropriate either given that the Supervisory Board members do not receive variable compensation 
and neither do they participate in any positive corporate development.

2. Section 4.1.3 Sentences 2 and 3 of the old Code:
The old Code recommends that the Executive Board ensure there is an adequate compliance manage-
ment system in line with the risk situation of the enterprise and disclose the salient points of this  
system. In addition, employees and third parties should have a suitable method of providing protected 
tips in respect to legal violations in the enterprise. 

The Company did not have in the relevant period a compliance management system in place, nor a 
‘whistleblowing’ system enabling employees and third parties to call attention to legal violations in the 
company in a suitable, identity-protected fashion. To meet these requirements, the company examined 
the implementation of a digital compliance management system that provides these functionalities.

3. Section 4.2.3. Sentences 4 and 5 of the old Code:
The old Code recommended that care should be taken when concluding Executive Board contracts to 
ensure that payments made to Executive Board members on premature termination of their contract, 
including fringe benefits, do not exceed two years’ compensation (so-called severance payment cap) 
and compensate no more than the remaining term of the contract.
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A severance payment cap will be considered in the future when new Executive Board contracts are 
concluded. This did not apply to existing contracts and extensions of contracts which did not include a 
severance payment cap. To this extent these Executive Board contracts were granted grandfathering.

4. Section 5.3.1 to 5.3.3 of the old Code:
The old Code recommended that the Supervisory Board should form professionally qualified committees 
depending on the specific circumstances of the company and the number of its members. The Supervisory 
Board shall set up an Audit Committee which - to the extent that no other committee is entrusted with 
this task – shall deal with the monitoring of accounting, the accounting process, the effectiveness of 
the internal control system, the risk management system, the internal audit system, the audit of the 
financial statements and compliance. The Chairman of the Audit Committee shall have special knowledge 
and experience in the application of accounting principles and internal control procedures. He or she shall 
be independent and not a former member of the Executive Board of the Company whose appointment 
ended less than two years ago. The Chairman of the Supervisory Board shall not chair the Audit Committee. 
The Supervisory Board shall form a Nomination Committee composed exclusively of shareholder  
representatives which nominates suitable candidates to the Supervisory Board for its proposals to the 
Annual General Meeting for the election of Supervisory Board members.

The Company’s Supervisory Board consists of only three persons; thus, no committees had been formed. 
Accordingly, the above recommendations did not apply to the Company.

5. Section 5.4.1 (2) of the old Code:
The old Code recommended that the Supervisory Board shall specify concrete objectives regarding its 
composition which, whilst considering the specifics of the enterprise, take into appropriate account 
the international activities of the enterprise, potential conflicts of interest, the number of independent 
Supervisory Board members within the meaning of Section 5.4.2, an age limit to be specified and a 
regular limit of length of membership to be specified for the members of the Supervisory Board as well 
as diversity. 

The Supervisory Board had not adopted any resolutions for the relevant period defining concrete 
objectives goals regarding the composition of the Supervisory Board. The Company believes that the 
current composition of the Supervisory Board meets the requirements in line with Section 5.4.1 (2) of 
the old Code. When selecting candidates to be proposed for election to the Supervisory Board, the 
Company always ensures that candidates have the required knowledge, ability, and personal experience. 
The Company has thus determined that adopting concrete objectives in respect to composition was  
not a suitable means for ensuring that the Supervisory Board was composed of qualified members 
capable of working efficiently.

6. Section 5.4.6 (1) Sentence 2 of the old Code:
The old Code also recommended that the Chair and Deputy Chair positions in the Supervisory Board  
as well as the chair and membership in committees be considered when deciding the compensation
of Supervisory Board members by resolution of the General Meeting or in Articles of Association. 

The compensation scheme for Supervisory Board members took in the relevant period into account the 
offices of Supervisory Board Chair, Vice-Chair, and committee chairs, but does not take into account 
committee membership. In view of the size of the Supervisory Board, namely three members, the Company 
did not consider this necessary.
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7. Section 7.1.2 Sentence 3 of the old Code:
The old Code recommended that the consolidated financial statements be made publicly accessible 
within 90 days after the end of the financial year and interim reports be publicly accessible within  
45 days after the end of the reporting period. 

The Company met legal requirements to publish the consolidated financial statements within the first 
four months of the Group’s financial year. Because of the time required to carefully prepare interim 
reports, until further notice the Company observed the same legal deadlines for publication for the respec-
tive interim reports. However, the Company endeavoured to minimize the amount of time required for 
publication of the consolidated financial statements to the extent possible.

PART B: PERIOD AS OF MARCH 20, 2020

The Company has complied with the recommendations of the “Government Commission on the German 
Corporate Governance Code” in its latest version of December 16, 2019, published in the Federal Gazette 
on March 20, 2020 (the “Code”), since March 20, 2020 and will continue to comply with them in the future, 
in each case with the following exceptions:

8. Section B.2 of the Code:
The Code recommends that the Supervisory Board should work together with the Management Board 
to ensure long-term succession planning; the approach should be described in the corporate gover-
nance statement.

The corporate governance statement for the financial year 2019, which was published in the relevant 
period, did not yet contain a description of the approach to long-term succession planning for the 
Executive Board. Continuity was nevertheless ensured by the Supervisory Board for the 2020 financial 
year, particularly as the Executive Board member appointed in this period was appointed for an initial 
period of three years and the incumbent Executive Board member is a relatively very young Executive 
Board member. In the meantime, the Supervisory Board has worked with the Executive Board to ensure 
long-term succession planning; the corresponding procedure is to be described for the future and thus 
already in the management report and corporate governance statement for the 2020 financial year.

9. Section B.5 of the Code:
The Code recommends that an age limit be specified for Executive Board members and stated in the 
corporate governance declaration.

The Supervisory Board has not passed a resolution specifying a concrete age limit for members of the 
Management Board, which is why no information can be provided in the corporate governance state-
ment. The Supervisory Board is of the opinion that the decisive factor in the selection of candidates is 
that they are persons who have the knowledge, skills and professional and personal experience required  
to properly perform their duties. The Company is convinced that these requirements are not linked to a 
specific age, which is why the Company does not consider a specific age limit for members of the 
Board of Management to be suitable for ensuring that the persons concerned have the necessary skills.

10. Section C.1 of the Code:
The Code recommends that the Supervisory Board should specify concrete objectives for its compo-
sition and draw up a competence profile for the entire body. In doing so, the supervisory board shall 
pay attention to diversity. Proposals of the Supervisory Board to the Annual General Meeting should 
take these objectives into account and at the same time strive to fill out the competence profile for 
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the entire body. The status of implementation shall be published in the corporate governance declaration. 
This shall also provide information on the number of independent shareholder representatives on 
the Supervisory Board, as deemed appropriate by the shareholder representatives, and the names of 
these members.

The Supervisory Board has not passed any resolution formulating concrete objectives regarding the 
composition of the Supervisory Board or a competence profile for the entire body. The Company is of 
the opinion that the current composition of the Supervisory Board complies with the requirements of 
Section C.1 of the Code. When selecting candidates to be proposed for election to the Supervisory Board, 
the Company always ensures that these are persons who have the knowledge, skills and professional 
and personal experience required to properly perform their duties. For this reason, the Company concludes 
that targets set regarding the specific composition are unsuitable for the election of an efficient and 
qualified Supervisory Board.

11. Section C.2 of the Code:
The Code recommends that an age limit be set for Supervisory Board members and stated in the corporate 
governance declaration.

The Supervisory Board has not passed any resolution specifying a concrete age limit, which is why no 
disclosure can be made in the corporate governance statement. With reference to the above explanations 
on section C.1, the Company is of the opinion that the decisive factor in the selection of candidates is 
that they are persons who have the knowledge, skills and professional and personal experience required 
to properly perform their duties. The Company is convinced that these requirements are not linked to  
a specific age, which is why the Company does not consider a specific age limit for Supervisory Board 
members to be suitable for ensuring that the persons concerned have the necessary skills.

12. Section C.10 of the Code:
The Code recommends that the Chairman of the Supervisory Board, the Chairman of the Audit Committee, 
and the Chairman of the committee dealing with Executive Board compensation should be indepen-
dent of the Company and the Executive Board. The Chairman of the Audit Committee should also be 
independent of the controlling shareholder.

It is the conviction of the Company that the Chairman of the Supervisory Board is independent of the 
Company and the Executive Board. However, as the Supervisory Board of the Company consists of only 
three persons in accordance with the Articles of Association, no committees are formed. Accordingly, 
the Company has neither a Chairman of the Audit Committee nor a Chairman of the committee dealing 
with the compensation of the Executive Board.

13. Section D.1 of the Code:
The Code recommends that the Supervisory Board should adopt rules of procedure and make them 
available on the Company’s website.

Although the Supervisory Board has adopted rules of procedure, it has at the same time deliberately 
decided against publishing the rules of procedure on the Company’s website. The Supervisory Board is 
of the opinion that the rules of procedure contain very detailed regulations for cooperation within the 
Supervisory Board and with the Executive Board, but that these only concern internal processes within 
the body or between the bodies and that making the rules of procedure accessible therefore offers no 
added value for investors. Conversely, however, the Rules of Procedure also contain confidential state-
ments regarding measures requiring approval, which are deliberately not intended to be published.
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14. Section D.2, D.3 sentence 1, D.4, D.5 and D.11 of the Code:
The Code recommends that the Supervisory Board should form professionally qualified committees 
depending on the specific circumstances of the company and the number of its members. The respective 
committee members and the committee chairman should be named in the corporate governance 
statement. The Supervisory Board shall set up an Audit Committee which - insofar as no other committee 
or the full Supervisory Board is entrusted with this task – shall deal with the audit of the financial 
statements, the monitoring of the financial reporting process, the effectiveness of the internal control 
system, the risk management system, and the internal auditing system, as well as the audit of the 
financial statements and compliance. The Chairman of the Audit Committee shall have special knowledge 
and experience in the application of accounting principles and internal control procedures and shall be 
familiar with and independent of the audit of the financial statements. The Chairman of the Supervisory 
Board shall not chair the Audit Committee. The Supervisory Board shall form a Nomination Committee 
composed exclusively of shareholder representatives which nominates suitable candidates to the 
Supervisory Board for its proposals to the Annual General Meeting for the election of Supervisory Board 
members. The Audit Committee shall regularly assess the quality of the audit of the financial statements.

As the Supervisory Board of the Company consists of only three persons in accordance with the Articles 
of Association, no committees are formed. Accordingly, the above recommendations do not apply to 
the Company or the Company cannot comply with the above recommendations. 

15. Section D.12 of the Code:
The Code recommends that the Company should provide appropriate support for members of the 
Supervisory Board in their induction into office and in training and development measures, and report 
on measures carried out in the Report of the Supervisory Board.

It is true that the Company provided appropriate support to the new Supervisory Board members, who 
were initially appointed by the courts and subsequently confirmed by the Annual General Meeting, 
during their induction into office. However, no training or continuing education measures were carried 
out by the Supervisory Board members in the relevant period, due to the limited opportunities in connec-
tion with the CoViD19 pandemic. In the future, the Company intends to again provide appropriate support 
for the members of the Supervisory Board in terms of training and continuing education measures.

16. Section F.2 of the Code:
The Code recommends that the consolidated financial statements and the Group management report 
should be publicly accessible within 90 days of the end of the financial year, and the mandatory interim 
financial information within 45 days of the end of the reporting period.

Regarding the statutory requirement to publish the consolidated financial statements within the first 
four months of the Group’s fiscal year, the Company follows the legal requirements. They were published 
on April 09, 2020, just a few days after the deadline recommended by the Code. Due to the timing required 
for careful preparation of interim reports, the Company has also followed the statutory publication dead-
lines for the respective interim reports. Due to the change of stock exchange segment from the Prime 
Standard to the General Standard, the Company is no longer obliged to publish quarterly reports, which 
is why the second part of the recommendation will in future only refer to the Company’s half-yearly 
financial report. However, the Company endeavours to shorten the period required for the publication 
of consolidated financial statements and interim reports to an absolute minimum.
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17. Section G.2 of the Code:
The Code recommends that, on the basis of the compensation system, the Supervisory Board should 
first determine the specific target total compensation for each member of the Board of Management, 
which should be commensurate with the duties and performance of the member of the Board of  
Management and the situation of the company and should not exceed the usual compensation without 
special justification.

The recommendation was only feasible to a limited extent in the relevant period due to the change of 
Executive Board members and the appointment of the incumbent Executive Board member at short 
notice. Nevertheless, in the current situation the Supervisory Board is satisfied that the target total 
compensation of the incumbent Executive Board is commensurate with the situation of the Company 
and does not exceed the customary compensation for such a position.

18. Section G.7 of the Code:
The Code recommends that the Supervisory Board should determine the performance criteria for all 
variable compensation components for each member of the Board of Management for the upcoming 
financial year, which – in addition to operational - should be based primarily on strategic objectives. 
The Supervisory Board should determine the extent to which individual targets for individual Executive 
Board members or targets for all Executive Board members together should be decisive.

This recommendation was implemented by the Supervisory Board for the 2019 and 2020 financial 
years based on the contractual provisions, but implementation was overshadowed by the change in the 
Executive Board, with the result that no performance criteria have yet been defined for the current 
Executive Board.

19. Section G.9 of the Code:
The Code recommends that after the end of the financial year, the Supervisory Board should determine 
the amount of compensation components to be granted individually for that year, depending on target 
achievement. The achievement of targets should be comprehensible in terms of reason and amount.

This recommendation was implemented by the Supervisory Board regarding the departing Executive 
Board members for the 2019 financial year on the basis of the contractual provisions. In the absence  
of defined criteria for the Executive Board member appointed in the meantime, it was not possible to 
determine the amount of the compensation components to be granted individually for this year.

20. Section G.10 of the Code:
The Code recommends that the variable compensation amounts granted to the Executive Board member 
should be invested by him predominantly in shares of the Company, considering the respective tax 
burden, or granted accordingly on a share-based basis. The Executive Board member should not be able 
to dispose of the long-term variable grant amounts until after four years.

This recommendation was not implemented as there was no contractual basis for it and it was not feasible 
in the current situation of the company and will not be feasible in the foreseeable future.
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21. Section G.17 of the Code:
The Code recommends that the compensation of Supervisory Board members should take appropriate 
account of the greater time commitment of the Chairman and Deputy Chairman of the Supervisory 
Board, as well as the Chairman and members of committees.

The compensation of Supervisory Board members currently considers the chairmanship and deputy 
chairmanship of the Supervisory Board, but not as well as the chairmanship or membership of com-
mittees. The Company does not consider this necessary in view of the size of the Supervisory Board of 
three members, especially as the Supervisory Board has not formed any committees due to its size.

Hallbergmoos, January 2021 STS Group AG

The Executive Board  The Supervisory Board”

This is a translation of the German “Corporate Governance Bericht“.
Sole authoritative and universally valid version is the German language document.
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