Overview on the compensation system for the Executive Board members
Merck KGaA, Darmstadt, Germany attaches great importance to responsible governance and
entrepreneurship. This is also reflected by the compensation of the members of the Executive Board.
The compensation system for the Executive Board members was revised with effect from January 1,
2021 and thus adapted it to the specifications of the new section 87a AktG.
The adapted compensation system is intended to further strengthen the long-term incentive effect of
the compensation and, at the same time, prevent disproportionate discrepancies. The following
overview presents the essential components of the compensation system and highlights the most
relevant changes:
Nonperformancerelated
compensation

Fixed compensation
Additional benefits
Pension entitlement
Profit sharing
•

Key performance indicator: Three-year average of the profit
after tax of the E. Merck KG, Darmstadt Germany Group

•

Consideration of individual performance and individual
contribution to achieving the sustainability goals via the
adjustment factor in a range from 0.8 to 1.2 based on the
defined criteria set.

•

Performancerelated
compensation

Individual, absolute capped amount

NEW:
 Reduction of the adjustment factor
 Introduction of a threshold value for
profit after tax for the profit sharing
payment
 Inclusion of the new sustainability goals
 Mandatory personal investment (also
see Share Ownership Guidelines)

Long-Term Incentive Plan (LTIP)
•

Performance Share Plan based on virtual shares

•

Key performance indicators: share price performance relative
to DAX® (50%), EBITDA pre margin (25%), organic sales
growth (25%)

•

As of 2022, the key performance indicators will be
supplemented with sustainability goals
(“Human Progress”, “Sustainability in Value Chains” and
“Minimizing our Footprint”)

•

Absolute capped amount totaling 250% of the individual
allocation

•

Four-year performance cycle with three-year achievement
period and subsequent one-year holding period

NEW:
 Plan cycle extension to 4 years by
introducing a 1-year holding period
 Supplementing the key performance
indicators with a measurable
sustainability factor in a corridor of 0.8
– 1.2, as of of 2022.

Penalty & Clawback

Other
components

•

Malus criteria and clawback provision in the profit-sharing

•

Implementation of clawback provision in the LTIP

•

Gesetzlichen Regelungen zum Schadensersatz nach § 93 AktG

Share Ownership Guidelines

NEW:

• Mandatory personal investment amounting to one third of the
net payment of the profit sharing in shares of Merck KGaA,
Darmstadt, Germany.
• Four-year holding period

 Replacement of the previous regulation
by the newly introduced personal
investment with regard to the net
payment of profit sharing

Maximum Compensation
• Chair of the Executive Board: € 11.5 million
• Other Members of the Executive Board: € 9.5 million

NEW:
 Reduction of the maximum
compensation
 Taking into account pensions and
additional benefits

In addition to the principles of good corporate governance, a key component of the revision was the
strengthening of the "pay for performance" approach, as well as the introduction of sustainability
targets. Overall, the changes thus meet the requirement for an ambitious compensation system that
includes a long-term incentive effect for sustainable business success and at the same time ensures
responsible corporate governance.

