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Case study: Volkswagen

28,

A QEA with Dr Hans-Christoph Hirt and Dy Michael Viehs from
Hesmes EDS abowt German car manufacturer Voliswagen

1Q: Why are you engaging with the company?

A: Vollkzwapen has @ highly concentrated owrenship structure of 1ts
ordinany voling shares. Representatives of s major sharcholders,
tez Porsche and Piech famibies, the Catar Imestment Authority
aned the Staite of Lower Saony, dominate It supervisory boaed

& period of prowth under the repn of bwe formesn CEOs ensureesd
that Violkewapen has become one of the larpest car manufachurers
In the word. Howeves, we Fave abways had concems about the
ompany’s pevernance and oulture, wiich we beliee contributed
to the enbzions scandal of 2015 and cawsed s share price

o drop by mone than 40%. &lthough the stodk prics had
recovered its losses 2= of the end of 207, sgnifiznt poremance
onCeEms remain.

Q- What did your engagement entall?

A: For more than & deade, we questioned the povemanos struchres.
of Volcswagen Iniowr engapements and sought to change the
omposition of the company’s supervisory board by q:pclhlln;'
e independenit directors with the relevant expertise
recommended voting apainst the discharpe— awobe of §

cf some members of the superdtsory board mast yean)

2007 and 2017 and apainst the mecutie remuneration
in 2000 because, in oo wiew, it did not inceratiise o)
adopt a sustainable, |ong-term strategic approach.

After the emissions scandal broke, we escalxted cur eng
with Volkswapen and attended the AGHMs in 2016 and 2

. BoREL-BEICHT

chy

s DEHDHO-HHEL
s o HERT

g

Q= What has been the cutcome of your engapement with regard
ta the role of the supervisory board?

A Wewers plezsed b recoprise that, since Septemiber 2015, the
superdisory board has opened upto an enfanced dislcpue with
nvestors on govermance and exeoutive remuneration. in owr
wiew, the aoces to the dhair Indicites that the superisory board
i taking Imvestor concems more sericusly than in the past, also
n relation to s own compesition. The pood acrsswe have o
the comnpanys beard was reflected inthe cpportunitywe had (o
presenit to members of the presiding committee of the supenvony
Beard. Encouragingly, the supenisory board repreentatives from
the Stabe of Lower Sziony have b reached out b s o conkiroe
the discussion about povemance.

Althcughwe recommended vobing against the company’s
~geration system in 2007 - due toa back of publshed
~a periomrance tagets — cur engagement offorts on
«th the chair of the supenisony board over the
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ICGN Part 3 Investment consultants and advisors
(yAa—nN (RFaT—FK Investment consultants and advisors can assist asset owner and asset
L= X?l wJMI O,  managers with developing and implementing their responsibilities as part
;J;é‘”;/‘y AT L) of their advisory services. (FB&) consultants, advisors and other service

providers (&) should endeavour to understand their role in the
investment chain and to provide services in the interests of their
immediate clients and ultimate beneficiaries.
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H[EH Introduction 2 The Code is written for asset owners, asset managers and entities
(a—KILHD providing services to the institutional investment community, including:

( ok &T Z =5 H) investment consultants, proxy advisers and other service providers that

FaI—k s want to demonstrate their commitment to stewardship. The Provisions

< R 70 . &U . . . . . g

:/I _/ cE . are tailored to different roles within the investment community.
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