
LPKF	Laser	&	Electronics	AG	_	AR	201330 To ouR shaReholdeRs   |   CORPORATE 	GOvERNANCE

lpkf 

Follows The 

geRman coRpoRaTe goveRnance code

corporate governance stands for responsible corporate leadership and 
management aimed at increasing the shareholder value in the long term; 
purposeful and efficient collaboration between the management board and 
the supervisory board; consideration for the interests of shareholders and 
employees; transparency and responsibility in all corporate decision making; 
as well as appropriate risk treatment. LPKf follows the german corporate 
governance code.

the actions of the LPKf group’s management and supervisory bodies are 
guided by the principles of responsible and good corporate governance.  
the management board reports on issues of corporate governance in this 
chapter – also on behalf of the supervisory board – pursuant to both article 
3.10 of the german corporate governance code and article 289a (1) of the 
german commercial code (Handelsgesetzbuch – Hgb). this chapter also 
contains the statement on corporate governance pursuant to section 289a 
Hgb. for the remuneration report, please see page 56 of the combined 
 management report.
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The managemenT boaRd and 

The supeRvisoRy boaRd woRk 

closely TogeTheR.

The supeRvisoRy boaRd oF lpkF 

ag consisTs oF ThRee membeRs.

statement on corporate governance

1. proCedures of the management board and the supervisory board

LPKf ag is an enterprise incorporated according to german law, on which the german corporate 
 governance code is based. the dual management system comprising the management board and the 
supervisory board as corporate bodies, both of which have distinct responsibilities, is a fundamental 
element of german corporate law. the management board and the supervisory board of LPKf ag 
work together closely and in an atmosphere of trust in managing and supervising the company. the 
management board of LPKf ag consists of four members. they are responsible for managing the 
company’s business in the interests of the company and with the aim of creating sustainable value.

the supervisory board advises and monitors the executive management board with regard to its 
 management of the company. the supervisory board is integrated in corporate strategy and planning, 
as well as all aspects of fundamental importance to the company. the rules of procedure require  
the management board to obtain the approval of the supervisory board for significant business trans-
actions. the chairman of the supervisory board coordinates the work of the supervisory board, chairs 
its meetings and represents the supervisory board externally.

the management board informs the supervisory board in a timely and comprehensive manner –  
both in writing and at regular meetings – of the group’s planning, performance and situation, includ-
ing risk management and compliance. extraordinary supervisory board meetings are convened as 
necessary in connection with material events. the supervisory board adopted rules of procedure for 
its own work.

for all members of its management board and supervisory board, LPKf ag has taken out a D&o 
insurance policy subject to a deductible corresponding to 10 % of the damage but no more than one-
and-a-half times the fixed annual remuneration.

the supervisory board of LPKf ag consists of three members. at the most recent supervisory board 
election during the annual general meeting on 4 June 2009, the supervisory board members were 
elected individually as recommended by the german corporate governance code. effective at the 
end of the annual general meeting on 31 may 2012, the chairman of the supervisory board resigned 
and a new member of the supervisory board was elected. all election proposals concerning potential 
supervisory board members shall consider the expertise, abilities and professional experience that 
are required for carrying out the respective tasks as well as issues of diversity.

according to article 5.4.1 gcgc, the corporate governance report shall disclose the specific objec-
tives of the supervisory board with regard to its composition in view of the company’s international 
activities, potential conflicts of interest, an age limit to be specified for supervisory board members, 
the independence of supervisory board members and diversity, the latter particularly in terms of an 
adequate proportion of women, and the status of implementation.

to this end, the supervisory board in its meeting on 13 november 2012 formulated the following 
objectives regarding its composition:

a) addressing the international nature of the Company’s activities
the international activities of LPKf Laser & electronics ag have been reflected to date in the par-
ticipation of shareholder representatives in the supervisory board and will continue to be addressed 
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in the future in nominations of candidates by the supervisory board to the annual general meeting. 
in addition to the ability to speak and write english, the measure here is the professional experi-
ence acquired in other german and foreign companies with international operations, whether in 
management or supervisory bodies, and the understanding of global economic issues. the criterion 
of internationality does not stipulate that the supervisory board’s composition include one or more 
supervisory board members holding foreign citizenship. instead, german citizens can also contribute 
this desired experience.

b) avoiding potential conflicts of interest
Potential conflicts of interest should be avoided as early as when the supervisory board nominates 
candidates to the annual general meeting. With the exception of the supervisory board’s Deputy 
chairman, who was chairman of the management board of LPKf ag until December 2008, no former 
LPKf management board members sit on the supervisory board. in addition, when candidates are 
proposed to the annual general meeting, attention is paid to ensuring that the relevant candidate 
does not hold a management or advisory position or a position on the supervisory body of competi-
tor companies, suppliers, creditors or clients in order to prevent conflicts of interest from the start. 
if conflicts of interest arise during a supervisory board member’s term, the respective supervisory 
board member must disclose this to the supervisory board to the attention of the chairman. in the 
event of material, not just temporary, conflicts of interest, the member must step down from his or 
her position.

c) specifying an age limit
the age limit for members of the supervisory board was set at under 70 years at the time of election 
by resolution of the supervisory board on 22 January 2014. 

d) independence of supervisory board members
the supervisory board, currently with three members, must have at least two members who are inde-
pendent within the meaning of the german corporate governance code.

e) diversity
the composition of the supervisory board of LPKf Laser & electronics ag should reflect as broad  
as possible a spectrum of professional expertise and experience in various areas relevant to the com-
pany. in filling future vacancies, the supervisory board will continue to also seek out suitable female 
candidates in view of the functional objectives of the supervisory board. assuming equal qualifica-
tions, female candidates will be given preference. both the management board and the supervisory 
board are obliged to observe the corporate interests of LPKf ag. there were no conflicts of interest 
in the financial year just ended that would have had to be disclosed to the supervisory board without 
delay. no member of the management board held more than three appointments to the supervisory 
boards of listed stock corporations not belonging to the group.

the status of implementation of the objectives regarding the composition of the supervisory board 
outlined in a) to e) above is as follows:

the objectives relating to a) “addressing the international nature of the company’s activities,” 
b) “avoiding potential conflicts of interest,” c) “specifying an age limit,” and d) “independence of 
supervisory board members” have already been achieved. the supervisory board will take objective 
e) “Diversity (including an acceptable proportion of women on the supervisory board)” into account 
when nominating candidates to replace supervisory board members whose terms are ending and step 
up the search for suitable female candidates. the term of office of the supervisory board members is 
five years, and the current term ends with the annual general meeting in 2014.
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2. Corporate governanCe report

LPKf implements the recommendations and suggestions of the german corporate governance code 
(gcgc) apart from a few exceptions. the management board and the supervisory board jointly issued 
the 2014 Declaration of compliance on 21 march 2014 pursuant to section 161 german stock cor-
poration act (aktiengesetz). the Declaration is permanently made public on LPKf ag’s website.

declaration of Compliance of lpkf laser & electronics ag for the 2014 financial year with the 
Corporate governance Code in accordance with section 161 german stock Corporation act 
( aktiengesetz)

the management board and the supervisory board of LPKf Laser & electronics ag acknowledge and 
accept the recommendations of the government commission on the german corporate governance 
code (gcgc) dated 15 June 2012, and declare that these recommendations have been observed 
since the last declaration was issued on 4 march 2013. LPKf has complied with the recommendations 
as amended on 13 may 2013 from 21 march 2014 and will continue to comply with them. the follow-
ing exceptions apply:

in part, no multi-year assessment basis for variable remuneration of management board mem-
bers (article 4.2.3 (2) gCgC)

the supervisory board approved a new remuneration system for the management board on 24 June 
2013. up until the respective director’s contracts were renegotiated, the management board received 
a profit-sharing bonus based on the group ebit with respect to a specific financial year. if a loss 
was reported in the following financial year, this loss would be subsequently taken into consideration 
under certain circumstances.

the new system complies fully with the recommendations of the current german corporate gover-
nance code. it is applicable to three management board contracts as of 1 January 2014 and for all 
management board contracts as of 1 January 2015.

no severance pay cap agreed for directors’ contracts in case of premature termination of a  
director’s contract (article 4.2.3 (4) and (5) gCgC).

because they only run for three years, the Directors’ contracts do not contain a cap on severance pay. 
if a Director’s contract is terminated prematurely without cause, remuneration is limited to no more 
than the remaining contractual period. the supervisory board therefore considers it unnecessary to 
include in the Directors’ contracts a cap on severance pay amounting to two years remuneration.

formation of supervisory board committees (article 5.3.1 and 5.3.2 gCgC)

given that it has three members as required by german stock corporation law, the supervisory board 
of LPKf Laser & electronics ag does not form any committees. 

no multi-year assessment basis for variable remuneration of supervisory board members  
(article 5.4.6 (2) gCgC)

a new supervisory board remuneration system, which also fully complies with the recommenda-
tions of the corporate governance code, will be presented to the annual general meeting in 
2014. remuneration of supervisory board members currently comprises a fixed and a variable, 

The new sysTem complies Fully 
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goveRnance code.

patzke
Schreibmaschinentext
Please click here for the modified Declaration of Compliance dated June 5, 2014.

patzke
Schreibmaschinentext

http://www.lpkf.com/_mediafiles/3197-declaration-of-compliance-june-2014.pdf
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performance-based component. the variable remuneration component for supervisory board mem-
bers is based on the dividend paid for the respective financial year just ended and is in compliance 
with the legal provision stipulated in section 113 (3) german stock corporation act. using the divi-
dend as the basis for calculating variable remuneration ensures that the interests of both the super-
visory board and the shareholders are aligned. 

3. shareholders and annual general meeting

the shareholders of LPKf ag exercise their co-determination and control rights at the general meet-
ing, which takes place at least once per year. it resolves all matters determined by law with binding 
effect on all shareholders and the company. each share grants one vote at the annual general 
 meeting.

every shareholder who registers in due time has the right to participate in the annual general meet-
ing. shareholders who cannot or do not want to attend in person have the option of appointing a 
bank, a shareholders’ association, the proxies appointed by LPKf ag who are bound by instructions, 
or any other agent as their proxy to exercise their voting right.

the notice of the annual general meeting as well as the reports and information required for the 
resolutions are published in accordance with the requirements of german corporate law and are also 
made available on LPKf ag’s website in both german and english.

4. risk management

the responsible handling of business risks is an integral part of all good corporate governance. the 
management board of LPKf ag is supported in its work by a comprehensive group-wide reporting and 
control system that makes it possible to record, assess and manage risks of this kind. this system is 
continuously refined, adjusted to changing parameters, and audited by the auditors of the financial 
statements. the management board informs the supervisory board on a regular basis of existing risks 
and their development. the risk report contains details of the LPKf group’s risk management. the 
risk report is part of the group management report and contains the report on the accounting-related 
internal control and risk management system pursuant to the german commercial code.

5. transparenCy

LPKf regularly, immediately and simultaneously informs the participants in the financial markets and 
interested members of the public about the commercial situation of the group and any new facts. 
the annual report, the half-yearly financial report and the quarterly financial reports are published 
within the specified deadlines. Press releases, and ad hoc announcements where stipulated, provide 
information on current events and new developments. all of the information is published in printed 
form and via suitable electronic media such as email and the internet. the www.lpkf.com website also 
provides comprehensive information on the LPKf group and LPKf shares.

a financial calendar lists the scheduled dates for the most important regular events and publications 
such as the annual general meeting, annual report and quarterly financial reports. the calendar is 
published well in advance of the scheduled events and is made available permanently on the LPKf ag 
website.
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6. share transaCtions of members of the Company’s Corporate bodies

reportable directors’ dealings involving the sale or purchase of the company’s shares by members of 
LPKf ag’s corporate bodies were published on the company’s website and reported to the competent 
supervisory authorities. a listing of the shares held by members of the company’s corporate bodies is 
shown in the remuneration report.

7. aCCounting and auditing

LPKf ag prepares its consolidated financial statements and its interim consolidated financial state-
ments in accordance with the international financial reporting standards (ifrs) as applicable in the 
european union. the annual financial statements of LPKf ag are prepared in accordance with the 
german commercial code. the consolidated financial statements are prepared by the management 
board, audited by the auditor of the financial statements and reviewed by the supervisory board. the 
interim reports and the half-yearly financial reports are discussed by the supervisory board and the 
management board before publication. the consolidated financial statements and the annual financial 
statements of LPKf ag were audited by Pricewaterhousecoopers aktiengesellschaft Wirtschaftsprü-
fungsgesellschaft, Hannover, the auditor elected by the 2013 annual general meeting. the audits 
were conducted in accordance with german auditing standards and taking the generally accepted 
german standards for the audit of financial statements promulgated by the institute of Public auditors 
(iDW) into account. the international standards on auditing were also taken into account. the audits 
also assessed the risk management and compliance with the reporting obligations defined for proper 
corporate governance pursuant to section 161 german stock corporation act.

LPKf ag also entered into a contract with the auditor pursuant to which they must notify the super-
visory board immediately, while the audit is in progress, of any grounds for excluding them, any 
partiality on their part as well as any material findings and events. nothing of this nature arose in the 
course of the audit covering the 2013 financial year.

8.  ComplianCe — prinCiples governing Corporate aCtions   
and business aCtivities

acting in compliance with the principles of corporate, environmental and social sustainability in 
 accordance with applicable law is an indispensable element of LPKf’s corporate culture. this includes 
trust, respect and integrity in interactions with other people, values expressed in exemplary behavior 
vis-à-vis employees, business partners, shareholders and the public. LPKf’s understanding of com-
pliance includes observing all laws, statutes and the articles of incorporation, complying with internal 
regulations, and honoring voluntary obligations.

LPKf ag considers it particularly important to build a compliance structure for the group that makes 
compliance guidelines binding on all LPKf employees worldwide and is suitable for effectively prevent-
ing compliance violations for the benefit of the group as a whole.

for this purpose, a compliance code that is applicable throughout the entire LPKf group was adopted 
and published in early 2014. the goal of this code of conduct is to guarantee uniform ethical and legal 
standards throughout the entire group.
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training on compliance was provided to the participants in a meeting of upper management (Levels 1 
and 2) held on 24 may 2013. the particular focus of this training was raising awareness of export laws 
and ways to fight corruption.

after a compliance inventory was completed at the sites in germany at the end of 2013, a compli-
ance manual will be developed in 2014 which governs the areas of responsibility and authority, and 
workflows/processes of the compliance organization of LPKf Laser & electronics ag and all of its 
subsidiaries (together the LPKf group). 

additionally, a compliance committee and compliance office were set up for the purpose of regularly 
discussing compliance-relevant issues throughout the group. 

risk management was further dovetailed with compliance management in that the compliance officer 
also assumed the function of group risk manager.

internal auditing, which is performed by an international audit firm functioning as a third-party service 
provider, plays a key role in the compliance organization. the relevant audits are also used to update 
the internal control system.

the circumstances that came to light in slovenia at the end of 2012 and led to the dismissal of a 
managing director took up much of the management board’s and supervisory board’s time in 2013. 
Various court cases had been pending in slovenia as a result of the managing director’s dismissal. 
these legal proceedings related firstly to the managing director’s employment contract and secondly 
to the position of the minority shareholders. after the interests held by the other shareholders were 
acquired, all cases were deemed resolved in late 2013. notwithstanding the settlement of the conflict 
in the meanwhile, changes to the internal control system were investigated and implemented by the 
management board against the backdrop of these circumstances.

Dr. ingo bretthauer      bernd Lange       Kai bentz     Dr.-ing. christian bieniek

i
in 2014 a compliance manual 

will be developed.




