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Response to the Consultation on the Proposed 2026 Amendments to the German Governance Code

Dear Members of the Government Commission,

EOS at Federated Hermes Limited (EOS) is a leading stewardship service provider advising on $2.4tn" assets
on behalf of global international institutional investors. Our purpose is to support clients to be active and
responsible owners, seeking alignment between investee companies and the long-term fiduciary interests of
their investors. We represent several German clients and our international client base is broadly invested,
also across the German market. The views expressed in this communication are those of EOS and do not
necessarily represent the views of all our clients or our affiliates.

We welcome the opportunity to respond to the Commission’s consultation on the proposed 2026
amendments to the German Corporate Governance Code. As long-term institutional investors in German
listed companies, our clients have direct interest in ensuring the Code continues to promote transparent,
accountable and independent board oversight in support of long-term value creation.

We recognise the Commission’s objective of simplifying the Code and removing provisions that may overlap
with statutory requirements. However, from a long-term institutional investor perspective, the value of the
Code extends beyond whether a particular disclosure is legally required elsewhere. The Code creates clarity,
accessibility and market-wide expectations, and its standards shape the information, protections and
accountability mechanisms investors rely on when allocating capital, voting at general meetings and holding
boards to account. Even where a requirement has a statutory basis, its inclusion in the Code can reinforce
investor-relevant governance standards, support consistent and comparable practice across the market,
and help guide German companies towards better governance over time. We therefore encourage the
Commission to assess proposed deletions not only by reference to legal redundancy, but also by reference
to whether the Code continues to promote transparency, accountability and confidence in German capital
markets.

1. Compliance, whistleblowing and internal controls

Whistleblowing (Principle 5 / former A.4). We do not support folding the existing, stand-alone
recommendation on protected reporting (whistleblowing) into the general description of the compliance
system in Principle 5. The current provision gives clear visibility to protected reporting channels and explicitly
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covers both employees and third parties. The proposed wording is more general and less useful for assessing
whether companies have genuinely accessible and protected reporting channels. This matters to
shareholders because misconduct is often first detected internally or by business partners, and weak
reporting channels can dissuade whistleblowing which could allow problems to grow and / or go undetected.
This can lead to financial and reputational costs. We recommend retaining a specific whistleblowing
recommendation.

Internal controls and risk management. We do not object to focusing the management report on financial-
and non-financial reporting-related internal controls and risk management systems, provided this is not read
as narrowing the board’s broader responsibility for maintaining an effective internal control and risk
management framework across the business. Shareholders Rely on robust oversight of operational,
strategic, compliance and emerging risks, even where detailed disclose is focused on reporting-related
controls. The Code should therefore make clear that the change related to reporting scope rather than
governance expectations.

2. Shareholder rights in takeover situations

Extraordinary general meeting on a takeover offer (former A.8). We recognise the Commission’s concern
that the former provision A.8 has been misunderstood and that, in practice, the recommendation may often
be difficult to use within the statutory timetable for takeover offers. We also understand that, where the
articles of association do not contain relevant provisions on defensive measures, there may be no valid
subject matter for a shareholder meeting. However, from a shareholder-rights perspective, these concerns
point to the need to clarify and improve the mechanism rather than remove it altogether. The fact that a
shareholder safeguard is difficult to exercise in practice does not mean the underlying safeguard is
unimportant. We would encourage the Commission to consider whether the Code should instead
recommend that companies ensure their articles of association provide an effective basis for shareholder
involvement in appropriate target-company takeover situations. Deleting the provision without addressing
the practical obstacle identified risks weakening shareholder voice precisely in the circumstance where
conflicts of interest and control questions may be most acute.

3. Board composition, age limits and skills

Age limits (B.5 and C.2). We are comfortable with softening the requirement to specify an age limit from
“shall” to “should”. However, we do not believe that age limits are in themselves a reliable proxy for board
effectiveness and would therefore question whether a reference to age limits is needed in the Code at all.
This is particularly true for management board members, where contractual terms, performance
assessments and renewal decisions already provide appropriate mechanisms for succession planning. At
the supervisory board level, regular board refreshment remains important, but companies should focus on
the factors that are most relevant for effective oversight including tenure, independence, skills, diversity and
succession planning, rather than age alone. In our view, these considerations provide a more meaningful
framework for evaluating board composition and ensuring long-term board effectiveness. We therefore
encourage the Commission to place greater emphasis on these aspects of board composition and remove
the reference to age limits from the Code as appropriate.

Skills matrix and sustainability expertise (C.1). We recommend retaining the explicit requirement that the
supervisory board’s skills profile include appropriate sustainability-related expertise where sustainability-
related risks and opportunities are relevant and material to the enterprise.

First, we do not believe the proposed deletion improves the Code, nor do we consider the existing rationale
sufficient to demonstrate that the provision is redundant. While Recommendations A.1 and A.3 establish
expectations regarding the board’s responsibility for overseeing management of sustainability-related risks,
opportunities and reporting processes, this does not automatically translate into the board having the
capability to deliver on this responsibility. C.1 serves a distinct purpose by setting expectations regarding
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board capabilities and the expertise required to oversee material matters effectively. Retaining an explicit
reference therefore improves clarity rather than creating duplication.

Second, legal reporting requirements on sustainability reporting do not apply to all companies that are
subject to the Code and do not create the expectation for the board to have appropriate sustainability skills.

Third, we recognise the Commission’s concern that singling out sustainability expertise could imply an
unjustified hierarchy of skills. We agree that sustainability should not be treated as a single, standalone
competency. Sustainability is a broad umbrella concept encompassing a range of potentially material issues
and is different from a narrowly defined technical skill in that it often cuts across strategy, risk management,
capital allocation, operational resilience and long-term value creation. We would therefore favour an
approach whereby the Code retains an explicit reference to sustainability-related expertise, while making
clear that the relevant expertise should reflect the sustainability-related risks and opportunities that are
material to the company. Depending on the company and sector, this may include expertise relating to
climate, nature, human capital, labour rights, supply chain oversight or other material sustainability-related
matters. Consistent with a “comply or explain” approach, companies that do not consider such expertise
necessary should be free to explain why this is the case in light of their particular circumstances.

We also understand the Commission’s view that nomination proposals should naturally follow from the skills
profile and qualification matrix. From an investor perspective, however, it remains useful for companies to
explain how proposed candidates contribute to the board’s stated skills profile and address identified
capability gaps. This allows shareholders to assess whether nomination decisions are alighed with the
board’s identified needs.

More broadly, we encourage the Commission to consider whether the Code should provide additional
guidance on the assessment and validation of supervisory board skills. As qualification matrices become an
increasingly important tool for companies and investors, greater transparency around the methodology used
to assess board capabilities, particularly where assessments are largely self-reported, would strengthen
confidence in their reliability.

4. Board processes, committees and disclosure

Publication of rules of procedure (D.1). We recommend retaining the requirement to publish the
supervisory board’s rules of procedure on the company website. This is a low-cost transparency measure
that helps shareholders understand how the board organises decision-making, manages conflicts and
delegates responsibilities.

Formation of supervisory board committees (former D.2). We recognise the Commission’s rationale for
deleting the general committee formation recommendation, particularly where smaller supervisory boards
may feel compelled to explain a deviation despite committees being structurally impractical. We also
understand that committee membership and chair disclosure are already addressed through statutory
reporting requirements. On that basis, we do not object to the deletion, provided the final Code continues to
make clear that effective committee structures are an important element of supervisory board effectiveness
for larger and more complex companies.

Audit committee expertise disclosure (D.2, formerly D.3). We support retaining the recommendation that
the chair of the supervisory board should not also chair the audit committee. This is an important safeguard
forindependent and effective audit committee oversight. More broadly, while we recognise that committee
membership and expertise disclosures are addressed through statutory reporting requirements, we note that
the Code can play an important role in reinforcing investor-relevant governance standards and ensuring that
such information remains clear and accessible. We therefore see merit in retaining the existing disclosure
expectations.



Federated =

-
Hermes &

Meeting format disclosure (D.6, formerly D.7). We are comfortable removing the requirement to disclose
whether meetings were held in person, by video or telephone. The format is less important than whether
directors are prepared, engaged and able to contribute meaningfully.

External auditor communication (D.7, formerly D.8/D.9). We support this consolidation which appears to
preserve the substance of the existing recommendations.

Financial reporting timelines (former F.2). We recommend retaining the 90-day and 45-day publication
deadlines for annual and interim financial information. We acknowledge comparable deadlines currently
exist within Deutsche Boerse and STOXX index methodologies for relevant index constituents, and that
statutory disclosure deadlines also apply. However, these frameworks do not fully substitute a Code-level
best practice benchmark. The Code provides a market-wide governance standard that extends beyond index
eligibility and minimum legal compliance. Timely reporting supports market efficiency, reduces information
asymmetry and enables shareholders to engage, vote and allocate capital on an informed basis. Removing
the Code recommendation risks signalling that timely reporting is no longer a core governance expectation
for German listed companies. If the Commission proceeds with deletion, we encourage it to confirm that no
practical gap orinconsistency will arise where index methodologies, market practices or other governance
frameworks currently rely on the Code’s reporting timelines as a reference point.

5. Executive remuneration

Maximum remuneration (Principle 24). We welcome the explicit statement that the supervisory board sets
a maximum remuneration amount for management board members. A disclosed cap on total possible pay is
a proportionate safeguard against excessive or unintended outcomes and provides shareholders with a
concrete figure to assess.

Remuneration system disclosure (G.1). We recognise that several elements currently included in G.1 are
already addressed through statutory remuneration-system disclosure requirements under German law. We
therefore understand the Commission’s objective of avoiding the impression that companies can deviate
from legal requirements through comply-or-explain. However, the information covered by G.1 remains highly
important to shareholders. Investors need clear disclosure of the fixed and variable pay mix, the financial and
non-financial performance criteria, the link between performance and payout, and the timing and structure
of variable remuneration. If these elements are removed from the Code, we encourage the Commission to
make clear that investors should continue to expect full, accessible and comparable disclosure under the
statutory framework.

Peer benchmarking safeguards (G.2). We are concerned by the deletion of the explicit guidance that peer-
group comparisons should not be applied mechanistically or used to justify upward pay adjustments in
remuneration simply because peer pay levels have increased. While we recognise that the general
requirement for appropriate remuneration is reflected in German law, the Code’s current language provides
practical guidance on a specific and well-recognised governance risk. Peer benchmarking can be useful, but
it can also contribute to market-wide pay ratcheting when companies consistently position pay above
median without sufficient justification. This is a direct concern for shareholders because it can weaken the
link between pay and performance and increase remuneration costs without corresponding long-term value
creation. We therefore recommend retaining explicit language that peer-group benchmarking should not be
applied mechanistically and should not be used to justify automatic upward pay inflation.

Independence of remuneration consultants (former G.5). We recommend retaining this requirement. The
rationale that the supervisory board is responsible for setting appropriate remuneration does not eliminate
the practical risk of conflicts of interest in advice received by the board. Independent remuneration advice is
a straightforward and widely recognised governance safeguard. Removing this recommendation may send an
unintended signal that adviser independence is no longer considered an important governance
consideration.
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Individual versus collective performance targets (G.4, formerly G.7). We have no strong objection to
deleting the specific sentence on individual versus collective targets. However, shareholders benefit from
understanding which approach is used, since collective targets can obscure individual underperformance,
while overly individualised targets can discourage collaboration. We therefore encourage continued
transparent disclosure of the rationale for the chosen approach.

Share-based deferral of variable pay (G.7, formerly G.10). We understand the Commission’s objective of
reducing interpretive uncertainty associated with the previous wording, particularly where the assessment
depended on forecasting the individual tax burden. However, replacing “predominantly” with “substantial
portion” risks weakening the alignment between management board remuneration and long-term
shareholder interests unless the term is accompanied by clear expectations. Share-based remuneration and
shareholding requirements are among the clearest mechanisms for aligning executive performance with
long-term shareholders. In a market where minimum shareholding requirements for management board
members are not yet consistently robust, the Code’s expectation regarding share-based or share-invested
variable remuneration remains particularly important. If the Commission proceeds with the proposed
wording, we recommend adding guidance that “substantial portion” should represent a meaningful majority
or otherwise be calibrated at a level sufficient to create strong long-term exposure to the company’s share
price. We also encourage the Commission to consider a clearer expectation that management board
members build and maintain a meaningful shareholding over time.

Offsetting supervisory board fees from group entities (former G.15/G.16). We are less concerned about

the deletion of these mechanics than about the underlying practice. The more important question is whether
management board members should sit on supervisory boards of group companies at all, given the potential
for conflicts and blurred accountability. We encourage the Commission to consider addressing this directly.

6. Broader observations on German market practice

Beyond the current consultation, we encourage the Commission to consider several broader governance
issues where market practice could be strengthened.

Independence (cooling-off periods and tenure). A two-year cooling-off period before former management
board members join the supervisory board, including as chair, is too short to ensure genuine independence.
The supervisory board’s principal role is to monitor management. A former executive who joins too soon may
be reviewing decisions they initiated, defending legacy strategies or maintaining close relationships with
current management. Current executives may also be less willing to disclose problems candidly to a former
superior. We recognise that previous executives can bring valuable expertise. However, shareholders rely on
supervisory boards to challenge management objectively. A two-year period is unlikely to remove these
concerns, especially where an executive has served for many years. We would support an extended and
ideally five-year cooling-off period, in line with investors’ expectations and market practice in several
comparable European markets. This would strengthen confidence in supervisory board independence, while
still allowing former executives to contribute their expertise over time.

Lead independent directors. We encourage the Commission to consider whether the Code should define
the circumstances in which companies are recommended to appoint a lead independent director or
equivalent role. This may be particularly useful where the supervisory board chair is not independent, where
there is a controlling shareholder, or where family, founder or other concentrated ownership structures may
affect board dynamics. A lead independent director can provide minority shareholders with a clear point of
contact and help strengthen independent oversight without undermining the German two-tier board
structure.

Mandates. We encourage the Commission to review whether the current recommendation permitting up to
five supervisory board mandates remains appropriate. The responsibilities of supervisory board members
have expanded significantly in relation to strategy, risk management, sustainability, technology, and
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stakeholder expectations. Many institutional investors now apply more restrictive overboarding
expectations. We therefore encourage the Commission to consider reducing the recommended limit to three
non-executive mandates, with supervisory board chair roles continuing to count more heavily, and
management board members being restricted to a single supervisory board mandate.

Supervisory board election cycles. We encourage the Commission to consider reducing the recommended
term of office for supervisory board members from five years to three years. While German law permits terms
of up to five years and shareholders may express views through the annual discharge process, discharge is
not a substitute for election. More frequent elections would give shareholders a more meaningful opportunity
to assess board composition, independence, performance and skills. A three-year term would provide a
balanced approach, preserving continuity while supporting accountability and board renewal. It would also
allow supervisory boards to adapt more effectively to changing strategic, technological, geopolitical,
sustainability and regulatory challenges. The fact that many German companies have already adopted
shorter terms suggests that market practice is evolving in this direction.

Independent assessment of supervisory board skills. We encourage the Commission to consider whether
the Code should strengthen expectations regarding the assessment of supervisory board skills and expertise.
Principle 11 rightly provides that the supervisory board should collectively possess the knowledge, skills and
professional expertise required to perform its duties, while C.1 requires a skills and expertise profile and
disclosure of implementation through a qualification matrix. In practice, these matrices are often based
primarily on self-assessment of board members. While self-assessment can be a useful starting point, it may
not always provide shareholders with sufficient assurance that the supervisory board is genuinely equipped
to fulfil its responsibilities. We therefore encourage the Commission to consider recommending that
supervisory boards periodically undertake an externally facilitated or independent assessment of the board’s
collective skills and expertise, including the robustness of the qualification matrix. This could be conducted
at appropriate intervals as part of the regular board effectiveness review, rather than as an annual
requirement.

Remuneration. We recognise that the Code is not intended to prescribe the detailed remuneration
structures. However, it plays an important role in articulating the principles that should underpin executive
pay. Remuneration should be proportionate, aligned with long-term value creation, and capable of being
justified to shareholders and other stakeholders. The Code should therefore make clear that remuneration
arrangements should not reward average performance or result in outcomes that are misaligned with
broader expectations of fairness and proportionality. The following examples illustrate areas where stronger
guidance could help support better market practice:

Relative total shareholder return (rTSR) vesting thresholds. The majority of rTSR incentive plans at
German companies allow for vesting from the 25" percentile of the relevant peer group and median
performance often results in full target payout. Average or below-average performance should not
deliver substantial incentive outcomes. The Code should discourage structures that reward
mediocrity.

Executive pension arrangements. We believe the Code should place greater emphasis on the
appropriateness of executive pension arrangements. Executive pension contributions at German
companies frequently remain significantly above those available to the broader workforce and can
account for a substantial portion of overall remuneration. Pension arrangements are an important
component of pay and should be assessed through the same lens of proportionality, fairness and
alignment with long-term value creation. We encourage the Commission to consider whether the
Code should more clearly articulate the expectation that executive pension arrangements are
aligned with wider workforce practices and do not result in disproportionate retirement benefits for
executives that are difficult to justify to employees, shareholders and other stakeholders.

Virtual and in-person general meetings. We recognise that virtual or hybrid general meetings can facilitate
shareholder participation and may be appropriate in many circumstances, provided shareholders are able to
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exercise their rights effectively. However, we believe the Code should provide clearer guidance on when an
in-person or hybrid general meeting is preferable. Whilst we recognise that hybrid and in-person meetings are
generally more costly than totally virtual, we believe that in situations where shareholder scrutiny, dialogue
and accountability are particularly important, companies should be expected to provide shareholders with
an opportunity for direct interaction with the board. The Code should therefore specify the types of events or
circumstances that would normally make a virtual-only preferable to an in-person or hybrid general meeting.
These would be particularly relevant and should include, for example, a contested supervisory board
election, a significant change in board leadership, a major strategic transaction, a takeover situation, a
material restructuring, significant controversy regarding remuneration or governance, substantial
shareholder dissent at the previous general meeting, or a material crisis affecting the company’s strategy,
reputation, financial position or stakeholder relationships. The general meeting is not merely a procedural
event, but an important forum for shareholder accountability.

7. Concluding Remarks
We support the Commission’s efforts to simplify and modernise the Code. In doing so, we encourage the
Commission to preserve the Code’s important role in articulating good governance practice, supporting
transparency and comparability, and reinforcing the accountability mechanisms on which shareholders rely.
Where provisions are removed because they overlap with statutory requirements or other regulatory
frameworks, the underlying investor-relevant expectations should remain clear and accessible. The final
Code should continue to guide German companies towards stronger governance practice and reinforce the
standards that support investor confidence.
At a time when the attractiveness and competitiveness of German capital markets are under scrutiny, robust

governance should be viewed as a foundation for market integrity and long-term value creation. We would
welcome the opportunity to discuss any of the points raised in this response further with the Commission.

Yours faithfully,
Hannah Heuser

EOS at Federated Hermes Ltd



