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FOREWORD

In September 2005 we published a Corporate Govema@ode for non-listed
enterprises.

This was unique in the world.
Since then various countries have followed our gtam

More importantly, however, thousands of companieBelgium have used this Code in
order to defuse certain problems in their busimessiagement.

In volatile and difficult economic times, Corpord&mvernance will certainly provide a
cornerstone for the creation of sustainable, pedfie growth.

The Members of the Committee, whom | would likéhémk most sincerely for their
efforts, have spent the last few months updatiisgGbde.

Indeed, it is fascinating to see that in just a fears our economic community has been
subjected to further new currents and impulses wihmay have far-reaching effects on
the finality of our companies.

This Code, therefore, takes into account the navamycs with which our companies will
have to contend in the future.

The aim of the Code, as such, is to provide an itapb aid for doing business in an
untroubled and efficient way. It is intended toeofbur business leaders a practical
manual that they can use to bring about profitablestainable growth.

My thanks to UNIZO, the Flemish Union of Independgantrepreneurs, and its Walloon
counterpart, UCM, for their coordinated and muchiue contribution, and to Jozef
Lievens LLM for his dynamic and professional gumian

We are proud to be able to provide some guideliaesl suggestions for our
entrepreneurs which they can develop further inir thhesinesses and which will definitely
help prevent major checks and even conflicts.

We all hope that this revised Code will contribwge,such, to the creation of prosperity,
job satisfaction and happiness.

I wish you all great success and passion in thetesting times.

Baron Buysse,
June 2009



1. Introduction and general principles

1.1

1.2

1.3

1.4

15

1.6

This Code is intended for all enterprises registdog Belgian law that are not
classed as “listed companies” as defined by thgiBelCompanies Code

This Code includes recommendations on how ent@grigre governed and
monitored. The interaction between shareholders,bitbard of directors and the
management of an enterprise are central to this.

Corporate governance is important for all companies
Corporate governance:

* gives a company a professional image in the eyealloparties concerned,
especially banks and financiers;

* is an advantage in the recruitment market;

» plays an important role in guaranteeing the coriynof a company, especially
family businesses;

* can contribute to increasing the profitability of@mpany.

The most important objective of corporate govereasdong-term value creation.

In order to achieve optimum interaction betweenghareholder(s), the enterprise,
its employees and other stakeholders, it is adigstabclearly establish the vision
and mission of an enterprise. The values that haJge taken into consideration
should also be stipulated. This mission statemeaviges stakeholders with a
frame of reference and markers for their decisi@kimg and actions, and forms a
basis for the long-term strategy.

Non-listed enterprises are very diverse, which /W is important to take into
consideration the characteristics of each indiMidiien when developing its
corporate governance. Particular attention shoeldp&id to the nature, size and
growth phase of the enterprise.

Corporate governance evolves as an enterprise givs evolution usually falls
into four phases:

Phase 1: Sound entrepreneurship

This is the phase in which entrepreneurs have ettlggally structured their
business as a firm. For them, as for that mattealloenterprises throughout their
existence, sound entrepreneurship, as describearir? of this Code, is important.

11 Article 4 of the Companies Code defines listed panies as follows: ‘Listed companies are companies
whose securities are admitted for trading on aleggd market as understood in article 2, 3° ofAbeof 2
August 2002 on the supervision of the financiatseand financial services.’



1.7

1.8

1.9

Phase 2: The advisory council

In this phase an entrepreneur uses an advisorycitdansupport, which gives him
a sounding council regarding his management style.

Phase 3: The active board of directors

In this phase the board of directors is activatgdrequent meetings and dealing
with important and strategic matters. The functignof the board of directors is
optimised when non-executive, or outside, directsesadded to it. The task of the
board of directors is described in article 5.2hi$ ICode.

Phase 4: The continued expansion of the instrunwfrgevernance

Larger or faster-growing enterprises will need aotmue to develop their corporate
governance with special attention to committees.

One clear difference with corporate governance lfsted enterprises is the
ownership structure of non-listed enterprises. Wih-listed enterprises ownership
is usually concentrated in the hands of one or rsbhegeholders, who often belong
to the same family. In contrast to listed compansich rely on the open capital
market, non-listed enterprises can decide themsellie extent to which they
follow these recommendations and how much trangspgréney provide.

Corporate governance should definitely not dege¢eerdo a mass of formal rules.
The spirit of recommendations for corporate goveceashould take priority over
the form. Moreover the best way to use these recamdations is to integrate them
as far as possible into existing business procsedurea spirit of proportionality and
avoiding additional bureaucracy (and costs).

Corporate governance recommendations should clgrtamot stifle the
entrepreneurial dynamic and should therefore leameugh room for flexible
interpretation.

This Code contains recommendations to which ensaprshould adhere on a
voluntary basis. With these recommendations theeCaupeals to the individual
responsibility of each entrepreneur in the congittihat a responsible entrepreneur
gives priority not to his own personal interests tauthe interests of the enterprise
and the continuity of the enterprise, within a latgacial framework.

1.10 This Code is complementary to Belgian legislatidone of the provisions of this

Code should be interpreted in any way that divefgea Belgian law.



2. Sound entrepreneurship

It is recommended that enterprises design theitesiy so as to sustainably increase their
attractiveness to all stakeholders, both intermal axternal, thereby safeguarding the
continuity of the enterprise.

2.1 An enterprise is built not only with financial cédibut also with human capital.

Good relations with thpersonnelre therefore just as important for the continuity
and growth of an enterprise as its relations wishbianker, suppliers or clients.
They must be founded on mutual respect. Indeedepsainally-based personnel
policies lead to solid business results.

Which is why it is advisable to:

devote the necessary attention to motivating engasy
stimulate the positive and constructive involvemehéemployees in the policy
of the enterprise.

2.3 A lasting relationship wittbankersand parties involved in the financial policy is

2.4

important for every entrepreneur.

To this end it is important that the entrepreneur:

ensures fast, comprehensive and correct transmisgismformation to bankers
and financiers;

uses the enterprise’s accounting as a stratedgitimsnt in management;
regularly updates the financial plan that the gmise has to draw up when it is
setup as afirm;

makes a clear difference between the resourcdsecérterprise and his private
means;

makes a capital and investment forecast as p#neafegular strategic exercise.

In order to develop a lasting relationship wahppliers it is advisable for the
entrepreneur to:

ensure that competences within the firm and theaaity to bind the firm by
contract are regulated without ambiguity;

agree clear payment terms and conditions;

ensure correct financial information that increasks credibility and the
attractiveness of the enterprise;

notify a supplier in writing of what he expects aifg concrete requirements
which the supplier must fulfil;

pursue the highest ethical norms



2.5 Theclientis central to every enterprise. In order to buidan optimal relationship

with customers, it is advisable that the entrepuene

» devote the necessary attention to drawing up thergéterms and conditions of
the enterprise;

» takes care to ensure clear and uniform communicatith the clients;

* respects agreements made.

Economic dependence on too limited a number ohtdishould be avoided. The
entrepreneur should also regularly check clienesdidworthiness.

2.6 The enterprise should keep @empetitorsin mind. In certain cases strategic co-

2.7

2.8

2.9

operation can be useful or even necessary, in ¢ang@d with the appropriate
regulations on competition, of course.

External advisoran play an important role in terms of providing thecessary
objectivity in decision-making within the enter@isSo the entrepreneur has every
interest in organising himself in such a way thatdan call on (a network of)
expert advisors who can provide him with the nemessupport to lead the
enterprise and make well-founded and carefully ictamed decisions completely
independently. This allows a sounding board or &awrk of reflection to develop.

In order to maintain good relations with externdiaors it is recommended that an
entrepreneur:

» ensure that external advisors have access to dpteoand complete information
about the enterprise;

» agree on regular, fixed meetings with advisors.

The external advisor should in turn guarantee diggeand qualitatively ethical
service.

Good relations with thearious government bodi¢gom the tax authorities to the
environmental administration) are of great impoctarfor the continuity and
growth of an enterprise. The government can alsarbenportant partner in terms
of subsidies or incentives.

It is therefore advisable for an enterprise to ems$iat it always maintains a correct
and pro-active attitude towards government bodies.

It is important for the enterprise to maintain donstive relations with professional

organisations, the trade unions, interest groupsh(ss, for example, organisations
that champion consumer or environmental interesigs)yersities and research
centres.

10



3. Corporate social responsibility(CSR)

3.1

3.2

3.3

3.4

For non-listed enterprises social responsibilitgrisintegral part of business policy.
Not least because of the scale of non-listed ensexp the personal values and
responsibility of the head of the company are dlosieked to the values and
responsibility of the enterprise. CSR policy in @nisted enterprise is motivated
by the fact that it is driven internally by valuasd is deeply embedded in society.
The increasing external pressure on enterprisesebiiesoft values turn into hard
values, both in law and in the market (e.g. envitental awareness, human rights,
social rights), increases the need for a system@&R policy in non-listed
enterprises.

Socially responsible or sustainable enterprise (SEEis enterprise with an eye
for the society in which it is active. This is amgoing process whereby an
enterprise must be open to and respond to thelswerads and driving forces
issuing from its core activities. Consultation wifakeholders or concerned parties
is an important part of this process.

A non-listed enterprise is firmly embedded in andpehdent on its local
environment. If an enterprise wants to be successfuhe long term, it must
understand and recognise the needs and expectatbngs stakeholders.
Stakeholder management assumes, therefore, tlegitenprise identifies:

* who its stakeholders are;

* what their interests, needs and expectations are;

» what opportunities and challenges the stakeholofézs,

» the impact of an enterprise’s activities on eaclhefparties concerned and the

results of this impact;

» what strategies and actions the enterprise canaeiwreresponse to all of this.

In concrete terms, the social responsibility okaterprise implies:

» knowing the social, economic and ecological immddhe production or service

provision process and improving performance at aiato ecological and
economical level in consultation with the partieseerned,

* involving employees and encouraging them to padite actively in the policy

of the enterprise. CSR will benefit if every empeytakes his/her own
responsibility in accordance with the values of¢benpany;

» taking clients’ needs and expectations into comaiam;
* being able to respond to the authorities and o#mterprises that introduce

sustainability criteria into their procurement pas;

e building up mutual communication and a relationsbfptrust with business

contacts in the area;

* responding to social trends and driving forces drahslating them into

opportunities.

11



4. The advisory council

4.1

4.2

4.3

Management may take the initiative of setting upadmisory council to advise it
on running the business. No decisions are takeanimdvisory council, at most
recommendations are made.

Setting up an advisory council has the followingatages:

» the entrepreneur has a sounding council;

* more systematic attention is given to the long-teision and strategy of the
enterprise;

» the transparency and continuity of the decisionintaks improved;

» the balance between the interests of the enterpmsk the interests of the
entrepreneur, the family and other shareholdersoisitored.

An enterprise should ensure that there is a balartgeen internal and external
members of the advisory council. There must alsadeguate complementarity
between the members of an advisory council, bectheseliversity of experience
will improve the quality of the advice.

4.3.1

4.3.2

At the internal level it is advisable to involveetiprinciple shareholders in
the fixed core of the advisory council as well s head of the company.
When specific topics are dealt with, the employesponsible can be invited
to clarify the point for the advisory council. Likése, in family businesses it
may be interesting to invite possible successarms fthe family to one or
more meetings of the advisory council.

The external members of the advisory council areisads who belong
neither to the management nor to the controllirgredmolder. It is advisable
to include at least two external advisors in theisaty council.

External advisors should have the following compets:

» s/he is prepared to share his/her experience aighin

» s/he is capable of evaluating a policy and progdjoidance;
» s/he always puts the interests of the enterprisg fi

» s/he is able to rise above his/her own professibaekground;
* s/he empathises with the management.

An external advisor is independent and will not, pninciple, accept any
external jobs from the enterprise. S/he should meventerest in a competitor
either. In the event of a conflict of interest thgternal advisor has an
obligation to report it to the advisory council.

12



4.4

4.5

4.6

4.7

4.8

4.9

4.10

More than anything else the advisory council ishmk tank, where the most
important challenges facing the enterprise areudsed. It concentrates primarily
on discussing strategy.

The advisory council must be convened sufficienglgularly to guarantee both the
continuity and the involvement of the advisorsislto be recommended that the
advisory council meet at least four times a yele fiead of the company will draw
up a schedule with the members of the advisory @band will also decide on the

agenda.

It is important that the enterprise should provile members of the advisory
council with relevant and correct information abtlu topics to be dealt with in
the agenda.

The preparatory consultations, the information exged and the advice are
confidential.

It is to be recommended that advisors are compedsabrrectly. Concrete
agreements should be made on this point from #ré st

The advisory council should preferably be set upafperiod of two years.

It is recommended that the advisory council camy an annual self-evaluation
regarding its functioning and composition.

13



5. An active board of directors

5.1 The following recommendations are in principle égadble to enterprises that have

assumed the Ilegal form of a public limited companyaamloze

vennootschap/société anonyme). However they miagply mutatis mutandis to

enterprises that have taken another legal form.

The board of directors' tasks

5.2 The board of directors’ tasks consists of:

taking decisions regarding important and stratésgoes, such as approving the
strategy;

ensuring that the management and shareholdersthakenitiatives that fall
within their competence;

the appointment of the managing director, the etveewcommitteé and the
management;

advising the managing director, the executive catesmiand the management;
financial and operational control, including inttmihg and monitoring an
internal control system;

outlining the dividend policy which will then be plorward for approval by the
general meeting;

preparing for and organising the succession of rttenaging director, the
executive committee and the management;

safeguarding the interests of the firm in the ewdmrisis and conflict.

5.3 The task of the board of directors should be distished from that of:

the general meeting, which is competent to chamge capital structure, to

appoint and reject directors, to approve the anmcabunts, decide on the
dividend and so di

the management, which is tasked with carrying batdperational management
of the enterprise and implementation of the stigteg

the executive committee, to which the board ofdoes can to a large extent,
transfer its own powers.

2 Since the Corporate Governance Act (Act of 2 Au@®92 amending the Companies Code), the term
‘directiecomité / comité de direction’ (executivenemittee) is legally recognised and reserved foitéd
liability companies which have explicitly includéte possibility of setting up an executive comneitire
their articles of association. The Corporate Goaace Act therefore integrated articles 425bis%2wter
into the Companies Code.

% It is also recommended that the general meetitifly the appointment of the managing director.

14



Composition of the board of directors

5.4

5.5

5.6

In forming the board of directors considerationddde given to the necessary
complementarity in terms of skills, experience, \ktexige and diversity.

Even in non-listed enterprises it is advisablertcdude outside directors in the
board.

For the purposes of this Code outside directorsbeilunderstood to be directors
who are neither part of the management nor of thetrclling shareholder.
Directors who fit this description can in the m#jpof cases be considered to be
independent. It is possible, however, that thdati@nship with the management
or shareholders might call this into doubt. Althbugis to be recommended that
outside directors should be independent, it mustttgssed that, certainly in small
and medium-sized enterprises, their competence age nmportant than their
independence, in the strictest sense of the wordat\Ws crucial is the neutral
authority that they exert in the interest of threnfbecause of their competence and
their familiarity with the management of the entesp.

Outside directors are, of course, fully-fledgedediors who fulfil the tasks
entrusted to the board of directors with the otkéectors in a spirit of
collegiality. This collegiality means that — withet exception of the committees —
meetings at which not all of the directors are pnéshould be avoided.

Outside directors:

* ensure an objective view of the enterprise;

» give impartial advice

e are a sounding board for the entrepreneur;

* help increase discipline and a sense of respoitgitegarding reporting;
» can play an important role in crisis situations;

» ensure the succession of the managing director;

» share their networks and relations with the enisepr

» ensure the transfer of experience and knowledge.

Outside directors should, like all directors, haveobjective view of the enterprise.

However, this assumes that the enterprise will ide@vthem with the necessary
training, information and resources to fulfil theask properly.

15



On the other hand, directors are also responsiblevaluating their own objectivity
at regular intervals.

The collegial nature of the board of directors dticae stressed. A split within the
board between outside directors and the rest nauabided, although it should be
possible for the outside directors to meet seplgratieen the need occurs.

The decisions of the board of directors should deched after consultation and
there should be a constant endeavour to achieve&ensuns. The added value of an
active board of directors is precisely the intamactetween outside directors and
the others. The chairman should make sure thahaltirectors are given a chance
to express their individual and independent opision

5.7. Ideally, every enterprise should include severakide directors in the board of

directors. However, the size, structure and gropltase of the enterprise should
always be taken into consideration.

Functioning of the board of directors

5.8. In order for the board of directors to do its jabgeerly regular meetings are needed.
At least four meetings should be held annually.

Moreover, during these meetings the board of direcshould be able to take a
certain distance from the everyday business managierso as to be able to assess
the business strategy and fine tune it — wheressacg — with a view to the longer
term.

At least once a year an extraordinary meeting shbalcalled, at which only long-
term thinking is on the agenda. A management chaht an overview of all the
relevant parameters can be useful for this.

Appointment of directors

5.9. Directors are appointed by the general meetinghemecommendation of the board
of directors. When the occasion arises the ensgpran set up an appointments
committee as foreseen in article 5.20.5 of thiseCod

Directors’ rights and obligations

5.10.1. Directors are expected to have an ethical attitaidell times. In their
actions they should at all times put the interegtbe firm first.

5.10.2. Before accepting a mandate as a director, the dateddirector should
consider whether s/he is sufficiently competent basl sufficient time to
fulfil this mandate properly.

16



5.10.3.

5.10.4.

5.10.5.

5.10.6.

Evaluation

A director is expected to participate actively ieatings of the board of
directors. This means that s/he prepares well lier meetings of the
board of directors, is present at the meetingspanticipates actively in
the discussion and the decision making.

If a director has a conflict of interest with thienf, the appropriate
legislatior! must be adhered to. In any case the director dhaftord the
board of directors perfect transparency with regerdthe activities
regarding which his/her interests conflict with $keaf the firm.

Both during and after the conclusion of their mdaddirectors are
bound to confidentiality concerning information yheave gained by
virtue of their mandate as directors.

Directors should participate expertly in the disioss and the decision
making. To make this possible the directors havigle to information.
This right belongs to each individual director. Thequest for
information should be addressed to the board @ctbrs, preferably to
the chairman of the board of directors.

5.11.It is advisable for the board of directors to ewddu its own performance

5.12.

periodically, as well as, before their possibleppzntment, the performance of the
individual directors. In this the board of direc®hould always keep in mind the
objectives of the enterprise. The chairman wiltiatée this evaluation and give the
members of the board of directors the necessadpéexk afterwards.

If it appears from this evaluation that the composi and/or functioning of the
board of directors, as well as the contributionghaf individual directors, are no
longer adequate to achieve the objectives of thergmse in the most efficient
manner, it is the responsibility of the chairmartted board of directors to take the
necessary measures to rectify this. The generaktimgeill be informed and
invited to take the appropriate decisions.

Compensation of directors

5.13. Directors’ fees must be sufficiently high to atttdeep and motivate directors who

match the profile determined by the board of doest

Obviously the general meeting should always haedast word on directors’ fees.

* Article 523 of the Companies Code.

17



5.14.

In large, non-listed enterprises which are obligggublish an annual report, the
decision to make public the fees of the individdaéctors is left to the discretion
of the board of directors, provided that the regiotes regarding the annual
accounts always count as the minimum publicity meguoents.

It is advisable for the outside directors to reeeonly a fee which, except for
special assignments, is fixed and linked to theaspnce in the board of directors’
meetings. Systems of share options and other fafmariable compensation or
long-term incentives (e.g. fringe benefits suchpassions) are not recommended
for these directors.

Role of the chairman

In non-listed enterprises, too, the importance @bmpetent chairman cannot be
underestimated.

The chairman:

» presides over the board of directors;
» takes the measures necessary to create a climatasbfwithin the board of

directors, which contributes to open discussionpstmictive criticism and
support for the decisions of the board;

» is the guardian of the processes that govern thetiining of the board of

directors;

» gives wise counsel, to the shareholder(s) as wdlh ghe management;
* has the profile of a mediator and an arbitrator;
» leads and guides the process of appointing theneopagement and the members

of the board of directors;

» ensures that new directors are properly informedutiihe enterprise and

familiarised with it.

5.15. The chairman sets the agenda for the meetings egxlte it that the procedure is

followed concerning the preparation, discussiomprayal and implementation of
decisions.

5.16. The chairman sees to it that the directors recameurate, timely and reliable

5.17.

information before the meetings and, if necessaptween the meetings. All
directors receive the same information.

It is strongly recommended that the function ofighan of the board of directors
should not be combined with that of the managingaior. However this, too,
depends on the type, size and growth phase ointieepeise.

18



Internal rules

5.18. The rules concerning the functioning of the bodrdlicectors are set down in the
internal rules of the board of directors.

Minutes

5.19. The minutes of the meetings of the board of dimscigive a summary of the
discussions, contain the decisions and mentionrasgrvations certain directors
may have.

Committees

5.20.1. Advisory committees, such as an audit and financ@inmittee, an
appointments committee, a remuneration committed anstrategic
committee, which assist the board of directorsanision making, can be
useful. It is up to the board of directors to judbe necessity of setting
up such committees, bearing in mind the challemggswhich it is faced
and the size and complexity of the enterprise.

It goes without saying that setting up committdesusd not detract from
the collegiality of the board of directors. Thesennittees operate within
the board of directors and have only an advisopaciy.

5.20.2. The chairman of the board of directors takes thigative to set up the
committees and makes proposals to the board oftdieregarding the
chairmanship of them.

5.20.3. The board of directors decides on the compositibthe committees,
bearing in mind the size and complexity of the famd the specific needs
with regard to, amongst other things, the compétsnequired of the
members for the respective committees to functiordibly and
efficiently. In larger companies it is recommendbdt the majority of
the members of each of the committees should domdisoutside
directors.

The board of directors oversees the activities hef tcommittees and
periodically evaluates the activities and the cosifpmn of these
committees. It is important that the committees tnsediciently often to
fulfil the tasks assigned them properly.

19



5.20.4.

5.20.5.

5.20.6.

The role of the audit and financial committee aaciude monitoring the
integrity of the financial information the firm pres, the examination
and evaluation of the systems for internal continodl risk management
within the firm, monitoring the efficiency of thenternal auditing

procedures, and monitoring the financial policy éimel independence of
the statutory auditor. The audit and financial cattea can function as a
point of contact for the internal auditor and thetigtory auditor

The members of the audit and financial committeeukh possess
sufficient relevant expertise, namely in matteréirince, accounting and
audit.

The appointments committee’s tasks can include toong that the
process of appointing and reappointing directoxd senior management
is carried out objectively and professionally.

It can draw up the appointment procedures, loolcémdidates for vacant
mandates, give advice on nominations for appointmand so on.

Depending on how the competences of the appoinsrmhmittee are
expressed in the articles of association, the kslmbent of an

appointments committee may mean that speeches byadeareholders
must first be submitted to the appointments conemifor its advice.

The appointments committee can also play a rokvaluating the senior
management.

The remuneration committee can be tasked with, gstoother things,
making proposals regarding the remuneration pofay the senior
management and concerning the individual remurteratf the members
of the senior management, including variable paymend fringe
benefits. In family companies it can be useful tbe remuneration
committee to be given the authority to make recomaagons regarding
all the family members employed in the family bess, including those
outside the board and the management.

If the members of the remuneration committee aré sudficiently
competent themselves, they can call in a spectaliassist them.

20



6. High-performance (senior) management
Definition
6.1. In this Code, the senior management is definechaggtoup of all the executive

directors, the members of the executive commitbeen@gnagement committee) and
of the top management, in which one strives foimogitcollegiality.

The managing director

6.2. The importance of the managing director in noretisenterprises is fundamental.
In some enterprises, depending on their size, t@os management will
correspond to the managing director (CEO), assistedhot by one or more
executive directors, board members or management.

6.3. The specific position that the managing directoddBomust be taken into
consideration in the job description, the appoimty@ocedure, the evaluation and
the remuneration policy.

6.4. The managing director maintains close ties with ¢hairman of the board of
directors, who gives him support and advice, whispecting the executive
responsibilities of the managing director.

(o) T [}
ISA [

. The senior management implements the strategyeoékerprise as decided by the
board of directors using the mission statement basss. The senior management
keeps the board of directors informed about aleatspof the operational leadership
and particularly the evolution of the financial ukts. The senior management is
responsible for ensuring that the reporting, wigehves as a guide for the board of
directors, is correct and updated regularly.

6.6. Vis-a-vis both the board of directors and the shalders the managing director is

responsible for making sure the management fureticell. The managing director
has an obligation to keep the board of directolty faformed.
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Appointment

6.7.

The board of directors can only properly fulfil ftenction as a sounding board if it
can take sufficient distance from the senior mamege. For this reason it is

recommended that the general meeting ratify theoiappent of the managing

director, even if s/lhe has been proposed by thedbmfedirectors. The management
itself is appointed by the board of directors oa #uvice of the managing director
and, as the occasion arises, the appointments dtesmi

Evaluation

6.8.

6.9.

It is advisable to foresee a procedure for annualuation of the senior
management. Clear agreements must be made on ¢thig pegarding the
parameters to be used and the evaluation criteria.

The managing director provides the board of dimsctaith the necessary
information for the evaluation of the senior mamagat. When evaluating the
managing director the board of directors will tak®o consideration the
specificities of the managing director’s job.

For these evaluations the board of directors mayha occasion arises, call on the
assistance of the appointments or remuneration ¢tteenand external experts.

Remuneration

6.10. The senior management may claim appropriate rematioer linked to the

performance of the company and his/her individgaifggmance.

The board of directors decides on the remunergiimity concerning the senior
management, preferably at the proposal of the renation committee.

Salaries and variable compensation must confortheéanarket and form the basis
for attracting the best professionals.

Variable compensation can ensure extra motivatibnf must constitute
recompense for performance that has genuinely adaled in terms of stimulating
the sustainable and profitable growth of the emieep The compensation system
should not, in any case, entail unnecessary oryowegh risks for the company.
Compensation should also be approved by the ergelpcompetent bodies.
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7 . Involved shareholders

Principle

7.1. In order to achieve the long-term strategy the rpnige needs to be able to count
on shareholders who:

» are prepared to enter into a businesslike yet teng-engagement;
* have a consistent view of the enterprise;
» are prepared to leave the management and superwisgualified bodies.

Role of the shareholders

7.2. In non-listed enterprises the role of the sharedrgldonsists of:

» defining the values and monitoring that they aspeeted;

» defining the vision of the enterprise;

» establishing the financial objectives with regasdytowth, risk, profitability and
liquidity of the share;

* appointing the board of directors;

» establishing the rules of engagement either in foren of a shareholders’
agreement or otherwise.

Promoting shareholder involvement

7.3. The board of directors should take direct actiorth wespect for everyone’s role
and job description, to promote shareholder involeet in the enterprise. In so
doing attention will also be given to the positioh the minority shareholders.
Periodic and timely information and communicatioiil Wwe essential, including
outside the ordinary annual general meeting. Aareffiust be made to provide all
shareholders with identical information.

7.4. ltis essential that shareholders:

* respect the competences of, respectively, the lsblaers, the board of directors
and the management.

» are clear about their long-term intentions;

* respect agreements, such as, for example, shaeskodjreements and family
charters;

» train the next generation of shareholders in altiraed professional manner.
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The shareholders’ agreement

7.5. In as far as it is not laid down in the articles asfsociation, it is advisable to
establish in a shareholders’ agreement the mosbriaqt rights and obligations
that shareholders enter into vis-a-vis one anotewyell as provisions to properly
regulate a separation of the parties should thatsin arise.

7.6. Atthe very least a shareholders’ agreement shomldr:

» cases where the transfer of shares is subjectedotdimitations
whatsoever;

* limitations imposed on the transferability of sl&rsuch as approval
and pre-emption clauses;

» the price to be paid for shares if the pre-emptight is exercised, or
the mechanism and the formula for determining tieep

» the other conditions under which the pre-emptivghtrican be
exercised.

7.7. ltis also advisable to include stipulations congsy the composition of
the board of directors in a shareholders’ agreement

24



8. Control and risk management

8.1.

8.2.

If an enterprise wants to be competitive, it wibtrbe able to achieve
profitability without taking certain risks.

Since the continuity of an enterprise occupiesuaiafl place in governance

correct estimations of risk — from identifying akiup to and including
controlling it — is essential.

Risk management policy

It is the task of the board of directors to detemnan enterprise’s risk
management policy.

As the basis for this the board of directors uges identification and
analysis of risk carried out by the managementk Rimnagement is
entrusted to the management.

The board of directors will ensure that bodies agmdcedures for

controlling risk are established. These bodies lshport to the board of
directors regularly.

Internal control, risk management and internal audi

It is advisable for the enterprise to have welleleped procedures.

The board of directors should see to it that th@agament develops a thorough
system of internal controls, appropriate for theesand the complexity of the firm.
It is advisable to evaluate the system of intem@itrols and risk management
periodically. It is of great importance that theimasks, including risks related to
compliance with existing legislation and regulaiprare properly identified,
managed and brought to the attention of the bobddrectors.

Depending on the size and complexity of the firrméy be advisable to set up an
internal audit function. This function should beuggped with the resources and the
knowhow that are appropriate for the nature, tlze sind the complexity of the
firm. It is advisable to evaluate this type of i@ audit function periodically.
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8.3. External audit process

In addition to internal control there is also anportant role for the statutory
auditor. The independence of the statutory auditmuld be beyond question. The
interaction between the board of directors and stetutory auditor is very
important, too. The board of directors should eaghat the annual accounts are
completed on time so that they can be submitteétidcstatutory auditor within the
legal time limit.
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9. Specific recommendations for family enterprises — &mily
governance

The family forum

9.1. In certain family companies it is advisable to ariga a family forum. This will be
the case if, amongst other things:

the shareholding is in the hands of a number oflfamembers or a number of
branches of the family;

within one branch several generations are invoivethe company in various
roles (whether or not they are employed in therpnite or are shareholders).

9.2. The family forum serves as a platform for commutaeg information and, as the
case arises, consultation regarding the familyriass.

9.3. ltis advisable to make good agreements and establi

who is entitled to participate in the family forum;

the manner in which the chairman is appointed

which issues will be discussed and

what authority the forum will have regarding imgont decisions.

9.4. At the start of the family forum it is worth consithg whether to use an external

mediator.

The family charter

9.5. It is advisable for the family to lay down someesiiin a family charter by which
the family members can abide. It is to be recomradntbr example, that rules are
established concerning:

family values and vision;

property of the family business;

the family’s financial objectives;

careers in the family business;

compensation due to family members employed irfah@ly business;
governance of the family business;

family governance;

leadership of the family business;

the role of non-family members in the family busise
communication;
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» conflict resolution;
» training family members;
» philanthropy, sponsoring etc.

It is advisable for the charter to have a legalhding character.

Consultations with the shareholders

9.6. Professionally run family firms benefit from clariabout the room available for
developing and realising a strategy for the enteeprThat requires long-term
vision by family and shareholders on the directiorwhich the enterprise is to
develop, the desired culture of the family firmeithreadiness to take risks and
their involvement in the enterprise.

9.7. The board of directors and the management must riztk@e direct action to
promote the involvement of all the shareholderthenenterprise. This can be done
by, amongst other things, holding consultationsveenh shareholders, the board of
directors and the management at least twice a te@r.certainly advisable to do
this if important developments are looming withire thear future, for example, a
strategic re-orientation, a large takeover, the sélparts of the business or transfer
of the business.

The succession

9.8. Raising the matter of succession early enough,aomep it well and guiding it
carefully is one of the most crucial processes fanaily firm. The process must be
dealt with professionally, with the interests oé ttamily business as the decisive
frame of reference. A thorough step-by step sucmesglan is essential. It is
advisable to give the responsibility for directitige process to the board of
directors and, in particular, the chairman. It isemo give the board of directors an
important advisory role in assessing candidatesHersuccession. A lot of care
must be given to ensuring that the successor ergogsg support in the wider
family circle. The appointment of the successor uthopreferably have the
approval of the shareholders.

Conflict resolution

9.9. Conflicts between family members should not be oedeup, but talked about
openly. For chronic conflicts a solution must beirfd with all due speed. An
authoritative leader within the family can sometinteing about a solution.
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An external chairman of the board of directors Wias authority and the trust of
the two parties can also be helpful. If necessapradessional mediator can be
called in. It is advisable to map out potentialrees of conflict in advance and to
make contractual or statutory provision for thenbéosorted out quickly.
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10 Publication of the corporate governance rules

10.1. Depending on the size and growth phase of the migerand the nature of the
shareholder structure it is advisable to estalish roles to be assumed by the
board of directors, the management and the shaletsoin a corporate governance
statement. How the various players will communicatel consult can also be

spelled out in it.

10.2.If the enterprise has to publish an annual reportan include the corporate
governance statement. It is also advisable to meritie most important events in
terms of corporate governance in the annual report.
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