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A few years ago, there appeared somewhat
scandalous business-related news about
leading global German companies such as
Volkswagen and Deutsche Bank, which
attracted much attention and interest in being
learning lessons about the associated
problems as well as how to resolve them
once they occur. Hence the 10D considered it
appropriate to hold a briefing seminar on this
subject matter during the first half of 2017 so
as to provide IOD Members a rare opportunity
to hear firsthand directly from relevant
experienced experts on how to resolve the
problematic situation that occurred and also
how to prevent similar situations crisis from
reoccurring in the future.

The 10D together with the German-Thai Chamber
of Commerce jointly held the first IOD Director’s
Briefing for 2017, on 20 January, 2017, on the
topic of “Corporate Governance in Germany

— Volkswagen, Deutsche Bank and more”.

The event was honored by Ms. Ada Ingawanij,
Executive Vice President of the IOD, in giving
the welcoming address. Additionally, the briefing
seminar was also honored by Mr. Matthias
Hoffrichter, Board Director of the Thai-German
Chamber of Commerce in sharing his views on
the subject matter together with his experiences
in working for 6 years at the Siemens Group
during the time when the Company was in the
process of rehabilitating its business, during
which he found that Corporate Governance
and Business Compliance were interesting
aspects of business. He said he hoped that the
briefing seminar attendees will benefit from
receiving new information as well as from
gaining a much better understanding about

corporate governance practices in Germany.

Thereafter, Mr. Peter H. Dehnen, Executive
Committee Member of the Global Network of
Director Institutes (GNDI) made a presentation
on corporate governance practices in
Germany as well as referred to the situations
and associated issues that occurred at
Volkswagen, Deutsche Bank and other
businesses. Mr. Peter Dehnen’s presentation
consisted of two parts: i.e.. 1) General overview
and understanding about corporate
governance practices in Germany, and 2)
some case studies on corporate governance
issues that occurred in Germany.

Mr. Peter Dehnen'’s related that Germany is
one of the leading exporting countries in the
world, as well as is considered to be a key

market that has a high degree of confidence

for investments together with low interest rates.

Germany also offers high welfare benefits for

workers totaling approximately 3,000 Euros,
which results in workers having a high degree
of trust and confidence in their employers and
the company they work for. This then also
results in companies being able to retain their
workers for a long time. There are approximately
700 publically listed companies in Germany,
most of which have foreign institutional
investors as their core Shareholders as well as
have CEO’s who are not German. Thus, the
main challenge is how to attract local German
investors to become Shareholders of these
companies as well as to have confidence and
trust in the Management headed by a non-
German national. Mr. Peter Dehnen’s then
gave a definition of corporate governance as:
“corporate governance practice is something
that impacts the core organization structure
and is a procedure that relates to the
company’s Management and Board of
Directors”. In general, corporate organization
structures in Germany consist of a “two-tier
system”. To simplify this, Mr. Peter Dehnen’s
explained that a typical corporate organization
structure is like building, of which the lower
floor is the production facility while the upper
floor are separated into 2 or 3 rooms sections -
room 1 is the Management and Administration
working closely together so as to ensure
successful achievements, while room 2 is the
Supervisory Board (ie: Board of Directors), The
Supervisory Board meets together 4 — 6 times
ayear; and there is a connecting door between
room 1 and room 2, so that both parties can
connect with each other from time to time. This
differs from the ‘one-tier system’ organization
in which both parties have to work and meet
together and have similar responsibilities. The
Supervisory Board in Germany has the duty to
oversee and advise the Management, without
becoming directly involved in any day-to-day
operational activities of the Management,
together with the power to decide on key
policies and strategies of the organization. The
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Supervisory Board may comprise of 5 to 20
persons, each having the duty to oversee and
monitor activities based on report submitted by
the Management, resulting in a direct
connection between the CEO and the
Chairman of the Supervisory Board. Additionally,
the selection and nomination process for
Members of the Supervisory Board, is the
responsibility of the Management group,
through screening and selecting those who
will be Members of the Supervisory Board
before they are nominated for approval by the
Shareholders. Nevertheless, this procedure is
still not considered to be fully transparent
when compared to the ‘one-tier system’
organization, in which the responsibility for the
selection and nomination of Members of the
Supervisory Board belongs to the Non-
Executive Board, who are considered to be
more fully independent, before nominating
them for approval by the Shareholders

Further, Mr. Peter Dehnen’s also spoke about
the German Corporate Governance Code
together with aspects of ‘Comply and Explain’
during the past 12 years, during which there
were various case studies and numerous
associated issues — e.g.: World Com. As such,
the Working Group initiative was implemented
in order to discuss and jointly develop the
(German Corporate Governance) Code. This
Working Group consisted mostly of those
who have extensive experiences in working

in German public listed companies; whereby
this Task Force comprised of approximately 10
persons from differing professions; such as,
experts, consultants, and businessmen. The
Task Force met to jointly discuss the Corporate
Governance Code that will initially be adopted
and adapted for use in small public listed
companies. The main intent of the German
Corporate Governance Code is to summarize
and enable a clear explanation of its various
key criteria and regulations to those organizations
in Germany, so as to inform and make them
understand and then adopt the Code for use
accordingly. Most recently, a few years ago
further revisions were made to the ‘Comply
and Explain’ aspects, with new associated
regulations replacing the original ‘Comply and
Explain’ requirements; whereby public listed
companies were now required to include a
Report in their Annual Report to clarify how
they have complied to the established
regulations as well as, if they were not able to
do so, to explain the main reasons for not
doing so. Several companies did not agree
with these new regulations and also did
support them as incorporated into the revised
Code. Further, many other companies believed

that they were already complying to the
regulations, and as such saw no need to give
any further clarification or explanation.

The next key point presented was related to
employees working in domestic German
companies, where employee engagement or
participation was an important standard activity
or aspect of Germany companies that resulted
in ongoing stability for domestic businesses.
As such, from the abovementioned comparison
to a 2 story building where the upper floor

is the Management Group together with the
Supervisory Board while the lower floor is the
general employees who are involved with
operational activities of the business, therefore,
a key aspect for business is to give importance
to the general employees, which is seen as
being necessary in maintaining continued
sustainability for the organization.

The last key point presented was related to the
issue that maintaining the ongoing survival of
the business or the achievement of ongoing
successful business operations may not
depend only on having positive business
morals and ethics or in just having positive
business conducts. More importantly, it also
depends on providing relevant and appropriate
training courses. Currently there are numerous
training programs specifically for Board
Directors and Independent Directors that are
very interesting. Education and training is
important for everyone so as to enable them

to adopt and adapt what they have learned to
their real working life. Team Building is also
important to enable the transfer of knowledge
and information updates on the latest trends or
on the most recent applicable laws, rules and
regulations.

In his summary, Mr. Peter Dehnen’s presented
that we are all in the era of change that is
occurring in many aspect of business; such
as: the Ecosystem, Transformation, Cyber
Security, Cyber Crime, Cyber Resilience, and
Innovation. Additionally, we are at an important
juncture with regards to the New Corporate
Governance Area. As such, clearer definitions
as to the ‘Comply and Explain’ requirements
are required together with making them easier
to understand and to comply with. This also
includes the need to face the challenges and
resolve any issues or problems and various
crises that may arise within an organization at
any time, in order to achieve continued
sustainability for the organization.

At the end of the presentation, there were
questions from the briefing seminar about what

went wrong in the case of Volkswagen and
Deutsche Bank. Mr. Peter Dehnen’s explained
that in Germany, most large German businesses
were managed by the large foreign institutional
investor groups and almost all of them also
have foreign Shareholders groups. Further, in
the event they are not happy with the conduct
of the business of the company, they are able
to freely divest their shareholdings at any time
S0 as to invest in other businesses instead. In
the case of Volkswagen, the Company had
complied with the regulations but failed to
explain details relating to the errors made

by the Management. The Supervisory Board
merely advised but failed to monitor and follow
up on how the Management acted thereafter.
When the problem surfaced and the crisis
occurred, it was not able to accept or take
responsibility for the mistakes made by the
Management. As for the case of the Deutsche
Bank, it was a really bad situation; namely: the
Supervisory Board merely held the position
and only acknowledged the mistakes that had
occurred without getting directly involved in
the activities to manage and resolve the
problems at all. Hence, the question must be
asked as to what should the Supervisory Board
be responsible for. Therefore, joint cooperation
and collaboration between the Supervisory
Board and the Management is considered to
be very important; whereby once a problem or
crisis occurs, Management must inform and
report it to the Supervisory Board so that both
parties can jointly take action to resolve the
problem or to prevent further problems from
occeurring, rather than the Supervisory Board
being in a position to be unable to take any
action at all - as in the case concerning the
Deutsche Bank.

Mr. Peter H.  Dehnen
Khunying Jada Wattanasiritham




