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Looking at it by segment, DEUTZ Compact Engines employed
2,383 people as at 31 December 2016, 71 fewer than it had
employed a year earlier. The number of employees at DEUTZ
Customised Solutions was 481, which was eight fewer year on
year.

OPPORTUNITY AND RISK REPORT
DEUTZ AG is integrated into the risk management system of the
DEUTZ Group. As a head-office function, risk management for
the Group is performed by DEUTZ AG. Information about the
structuring and mechanics of the risk management system and
of risk management with regard to financial instruments can be
found in our notes on pages 57 et seq.
Because DEUTZ AG is closely integrated with the other Group
companies, its risk and opportunities situation is essentially the
same as that of the Group. Risks arising from subsidiaries may
have an effect on DEUTZ AG because of the carrying amount
of an equity investment, reduced dividend payments and the
internal business relations. The risks and opportunities associated with the DEUTZ Group are described on pages 57 to 61 of
this combined management report.
Information about DEUTZ AG’s internal accounting-related
control system and about risk management with regard to the
use of financial instruments at DEUTZ AG can be found on
page 60 et seq. of this combined management report.

OUTLOOK
DEUTZ AG performs the head-office functions of the DEUTZ
Group and is the biggest production company within the Group by
some margin. Because of DEUTZ AG’s wide-ranging relationships
with other Group companies and because of its size within the
Group, the expectations presented in the Group outlook for 2017
are essentially the same as those for DEUTZ AG. We therefore anticipate that the revenue of DEUTZ AG will develop largely in line
with the statements made for the DEUTZ Group. As the one-off
effect resulting from the reversal of the impairment losses recognised on our receivables from Ad. Strüver KG in the reporting year
will not be repeated, we expect net income in 2017 to be slightly
lower than in 2016. Moreover DEUTZ AG's Board of Management
decided in February 2017 to examine whether the Cologne-Deutz
site can be sold quickly on attractive terms and has authorised
the initiation of negotiations on selling the site. If the outcome of
these negotiations is positive, DEUTZ AG may be able to generate
a substantial one-off gain within a short period of time – and possibly recognise some of this gain in 2017 – depending on the specific contractual arrangements. Further information can be found
in the outlook for the DEUTZ Group on pages 61 to 63.

CORPORATE GOVERNANCE
DECLARATION PURSUANT TO
SECTION 289A HGB
The corporate governance declaration pursuant to section
289a HGB is an integral element of the combined management
report. We refer here to our remarks on pages 129 to 134 of the
annual report.

DISCLOSURES PURSUANT TO
SECTIONS 289 (4) AND 315 (4) HGB
Composition of the issued capital There were no changes
to the issued capital (share capital) of DEUTZ AG in 2016.
As at 31 December 2016, the issued capital amounted to
€308,978,241.98 and was divided into 120,861,783 no-par-value
bearer shares.
Direct or indirect shareholdings representing more than
10 per cent of voting rights Since 12 September 2012,
AB Volvo of Gothenburg, Sweden, has held 30,246,582 shares
in DEUTZ AG, giving it a voting share of 25.026 per cent.
Restrictions affecting voting rights or the transfer of
shares According to the information available to us, the transferability of DEUTZ shares held by AB Volvo is restricted by a
pre-emption right of the Same DEUTZ-FAHR Group S.p.A. of
Treviglio, Italy.
Legal provisions and Statute provisions regarding the
appointment and removal of members of the Board of Management and regarding changes to the Statutes According
to articles 7 (1) and 7 (2) of the Statutes of DEUTZ AG:
“(1) The Board of Management shall comprise at least two members.
(2) The Supervisory Board shall determine the number of
members of the Board of Management and the allocation of responsibilities. It may draw up and issue rules of
procedure.”
As far as the appointment and removal of members of the
Board of Management are concerned, sections 84 and 85 of
the German Stock Corporation Act (AktG) and section 31 of the
German Codetermination Act (MitbestG) also apply.
According to article 14 of the Statutes of DEUTZ AG:
“The Supervisory Board may change the wording but not the
spirit of the Statutes.” Sections 179 and 133 AktG also apply in
the case of changes to the Statutes.
Authority of the Board of Management, in particular with
regard to share issue or buyback The authority of the Board
of Management is derived from the legal provisions and from
the rules of procedure laid down by the Supervisory Board.
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FURTHER DISCLOSURES
No bearers of shares have any special rights conferring authority
to control the Company.
Numerous employees have direct shareholdings in DEUTZ AG.
There are no restrictions affecting the direct exercise of rights
of control in connection with these shares.
A consortium of banks has provided DEUTZ AG with a syndicated, revolving cash credit line of €160 million. DEUTZ AG also
took out a loan with the European Investment Bank that has a
remaining balance of €54.0 million. Under the terms of the loan
agreements, the lenders can demand that the outstanding loan
be repaid within a specified period in the event of a change of
control, i.e. one or more people acting jointly acquire a direct or
indirect shareholding of at least 50 per cent of all shares and/or
voting rights in DEUTZ AG.
If DEUTZ AG needs to repay a considerable proportion of the
loans prematurely in the event of a change of control, it needs
to raise the necessary funds some other way in the short term.
The service contracts of the Board of Management members
Dr Ing Helmut Leube (a member and the Chairman of the Board
of Management until 31 December 2016), Dr Frank Hiller (a
member and the Chairman of the Board of Management from
1 January 2017) and Dr Margarete Haase stipulate the following provision in the event of a change of control: if their appointment (1) is revoked within nine months of the change of
control or (2) ends within nine months of a change to the legal
form of DEUTZ AG and subject to certain other requirements,
they will receive 150 per cent of the severance cap pursuant to
article 4.2.3 of the German Corporate Governance Code. As set
out in the service contracts, a change of control is deemed to
occur when one or more other people or other companies acting
jointly within the meaning of section 30 of the German Securities Acquisition and Takeover Act (WpÜG) acquire(s) more than
30 per cent of the voting rights and therefore control of the Company. No change of control will be deemed to have occurred if
(in the case of Dr Hiller) the current major shareholder, AB Volvo,
acquires more than 30 per cent of the voting rights in the Company alone or with others, or if (in the case of Dr Leube and
Dr Haase) the current major shareholder, AB Volvo, or the former
major shareholder, the Same DEUTZ-FAHR Group, acquires
more than 30 per cent of the voting rights in the Company.
The long-term incentive plans (LTI), under which the most senior
managers in the DEUTZ Group (executives and managing
directors of major subsidiaries) are granted virtual options that
they can exercise after a vesting period and upon achievement
of certain performance targets (see pages 113 et seq. of this annual report), contain the following provision in the event of an

DEUTZ AG Annual Report 2016

entity – either alone or acting jointly with an affiliated company –
acquiring a minimum of 50 per cent of the shares in DEUTZ AG:
provided one of the performance targets has been achieved,
the LTI participants may exercise their options within a short
time frame after the acquisition, even if the vesting period has
not yet expired.
DEUTZ AG has no indemnification agreements with employees that would come into force in the event of a takeover bid.

EXPLANATORY STATEMENT BY THE BOARD OF
MANAGEMENT IN CONNECTION WITH SECTIONS
289 (4) AND 315 (4) HGB
The disclosures contained in the combined management report
and management report pursuant to sections 289 (4) and 315 (4)
HGB relate to arrangements that may be significant in the success of any public takeover bid for DEUTZ AG. It is the opinion of
the Board of Management that these arrangements are normal
for publicly traded companies comparable with DEUTZ AG.

REMUNERATION REPORT
REMUNERATION OF THE BOARD OF
MANAGEMENT
The annual remuneration paid to the members of DEUTZ AG’s
Board of Management consists of fixed and variable components as well as a pension benefit contribution. The fixed component is paid monthly as basic salary. The variable component
is performance-related and consists of two parts: the first is a
bonus that is based on attainment of specific targets; the other
comes in the form of virtual performance shares that offer a
long-term incentive. For the pension contribution, an amount is
paid into a benevolent fund; there is no other entitlement to a
pension or surviving dependants’ pension.
The calculation of the annual bonus is based on the degree of
attainment of annual performance targets (short-term targets).
The number, content and weighting of the short-term targets are
set annually by the Supervisory Board at its due discretion after
consulting with the respective Board of Management member.
The minimum level of target attainment for the payment of a bonus is 75 per cent; the maximum level of target attainment relevant to the payment of the bonus is 150 per cent. The highest
amount that can be paid as a bonus in the case of maximum target attainment is determined by the respective service contract.
Only 60 per cent of the annual bonus is paid out at the end of the
year. The rest of the bonus is paid out in two equal instalments
of 20 per cent, subject to the attainment of further medium-term
financial targets (medium-term targets), at the end of a further
one year and two years, whereby the amount that is paid out is
based on the level of attainment of these medium-term targets
(to a maximum of 150 per cent). The highest permissible amounts
for these further payments are also contractually agreed.

Combined
management report

The Board of Management is currently not authorised to issue
or buy back shares.

