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Corporate Governance Report of the Supervisory Board

REPORT OF THE
SUPERVISORY BOARD
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The financial year 2017/18 was challenging. However, METRO managed to achieve solid results in a demanding
market environment.

The situation in Russia was particularly challenging due to difficult economic and political circumstances.
METRO responded to the exacerbated competitive environment by adapting its business model. HoReCa sales
increased particularly markedly in Germany, enabling the company to strengthen its profile as a wholesaler and
marketplace for the hospitality industry. Overall, considering the circumstances, METRO can be ‘cautiously’ satis-
fied with financial year 2017/18.

By deciding to search for a new owner for Real who is able to provide better support for the business, the
company set the course for becoming a pure wholesaler. Aided by the consistent optimisation of the portfolio and
strategic acquisitions, METRO will be able to concentrate on future targets.

Philippe Palazzi, who was appointed to the Management Board in May 2018, started his new role as Chief Oper-
ating Officer with a great deal of dynamism and experience. He has been at METRO for many years and is con-
stantly helping to drive the transformation with his expertise, especially in the HoReCa sector. The Supervisory
Board is convinced that with Philippe Palazzi and his passion for both our business and our customers’ businesses,
METRO will achieve its target of further increasing customer focus.

Let me take this opportunity to give special thank to all employees for contributing to METRO’s success again
this year with their commitment. Sometimes, it may appear to our employees that their work is not particularly
important for the company as a whole. This could not be further from the truth! Only if everyone masters his or her
task with love and perfection will all of the gears mesh perfectly, allowing our METRO to gain further traction.

Jiirgen B. Steinemann
CHAIRMAN OF THE SUPERVISORY BOARD

Profile
Jirgen B. Steinemann was born in 1958 in Damme,
Germany. He graduated with a degree in business
administration from the European Business School
in Wiesbaden, London and Paris in 1985 and initially
held different management positions at Eridania
Béghin-Say, Unilever und Nutreco. Jiirgen Steinemann
was CEO of Barry Callebaut AG from 2009 to 2016
and has been a member of the company’s board of
directors since 2014. From 2015 to the demerger
of the former METRO GROUP in July 2017, Mr Jiirgen
B. Steinemann was a member of the Supervisory
Board of the former METRO AG (how: CECONOMY AG)
and Chairman of the Supervisory Board since
— More information about the other members February 2016. Jiirgen Steinemann has been

of the Supervisory Board can be found a member and Chairman of the Supervisory Board
of the new METRO AG since 2017.

at www.metroag.de in the section company -

Supervisory Board.
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ADVICE AND SUPERVISION IN CONSULTATION
WITH THE MANAGEMENT BOARD

In financial year 2017/18, the Supervisory Board diligently and prudently performed the duties imposed on it by
law, the Articles of Association and the Code of Procedure We advised the Management Board in relation to the
management of METRO AG and the group and supervised its activities. The Management Board furnished us with
detailed written and verbal information on all essential developments within METRO at the Supervisory Board
meetings in a timely fashion and in accordance with the statutory requirements. Its reporting in particular included
information on the intended business policies and other fundamental questions relating to corporate planning,

as well as the ongoing business development and the situation of the company and the group (including the risk
position, risk management and compliance). The Management Board provided detailed explanations for any
deviations from planned business performance. Based on the Management Board’s reports, we discussed all trans-
actions that were of significance to the company at the Supervisory Board meetings and within the committees.
The Supervisory Board was involved in all decisions bearing material significance. These decisions included
measures and transactions for which the Supervisory Board’s approval was prescribed by law, the Articles of
Association or intercompany regulations. We thoroughly reviewed the relevant matters and discussed benefits,
potential opportunities, risks and other implications with the Management Board. Managers from the relevant
departments of METRO attended meetings to address particular agenda items.

The Supervisory Board approved all matters presented to it by the Management Board for approval. | as the
Chairman of the Supervisory Board and Prof. Dr Edgar Ernst as the Chairman of the Audit Committee continuously,
closely and regularly exchanged information and ideas with regard to key issues and pending decisions with the
Chief Executive Officer and/or the Chief Financial Officer also outside of meetings. Additionally, the Chairman
of the Audit Committee, Prof. Dr Edgar Ernst, and myself as the Chairman of the Presidential Committee and the
Nomination Committee reported in detail on the work and recommendations of the committees at the occasion
of the next meeting of the Supervisory Board. No matters requiring clarification arose and we thus did not make
use of the Supervisory Board’s rights of inspection and audit pursuant to §111 Section 2 Sentence 1 and 2 of the
German Stock Corporation Act (AktG).

The Supervisory Board held 9 meetings in financial year 2017/18, with one meeting convened as an extraordinary
meeting. One resolution was adopted by the Supervisory Board in a written procedure outside of a meeting. The
corporate governance report includes the meeting attendances of individual members of the Supervisory Board.
No conflicts of interest involving members of the Management Board and the Supervisory Board arose in financial
year 2017/18.

KEY ISSUES COVERED BY SUPERVISORY BOARD MEETINGS

November 2017 - In its first meeting in financial year 2017/18, we adopted a resolution concerning the individual
performance factors of the members of the Management Board for the purpose of determining the amount of
the short-term incentive (STI) for financial year 2016/17 as of the demerger effective date. We also dealt with the
remuneration for the members of the Management Board for 2017/18, particularly including a discussion about
the individual performance targets. Following recommendation by the Presidential Committee, a resolution for the
adjustment of the remuneration system for the Management Board with regard to the short-term incentive was
adopted: the previous STl component ‘EBIT’ was replaced by the component ‘EBITDA’ and the weighting of all
3 STl components was also adjusted. This adjustment necessitated an update of the declaration of conformity with
the German Corporate Governance Code adopted by the Management Board and the Supervisory Board in Sep-
tember 2017, for which we have also adopted a resolution Other agenda items at the meeting of the Supervisory
Board concerned information about the status of the investigations conducted by the public prosecutor’s office
in relation to alleged insider trading and market manipulation, information about METRO’s sustainability initiatives,
as well as information about relevant changes in the law. We further received information about the group’s gov-
ernance functions. The Management Board provided information about the new segment reporting as of financial
year 2017/18, which requires income from real estate to be reported separately, divided into the segments METRO
Wholesale Germany, METRO Wholesale Western Europe (excluding Germany), METRO Wholesale Russia, METRO
Wholesale Eastern Europe (excluding Russia), METRO Wholesale Asia and Real. This structure was in part
already implemented in December 2017 for the reporting for financial year 2016/17 and implemented fully with the
quarterly reporting for financial year 2017/18.

December 2017 - Our Supervisory Board meeting held on 7 December 2017 focused on the annual and con-
solidated financial statements for financial year 2016/17, the combined management reports for METRO AG and for
the group for 2016/17, the Management Board’s proposal for the appropriation of the balance sheet profit to the
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Annual General Meeting 2018 as well as the Management Board’s report on relations with affiliated companies in
financial year 2016/17. The auditor attended this meeting. and reported on the key findings of his audits. Another
focus area of the meeting was - against the background of the continuing development of METRO’s governance
structure - a discussion about an amendment to the Code of Procedure for the Management Board. We also
discussed the new segment reporting. Other important subjects discussed at the Supervisory Board meeting in
December 2017 were, in addition to the ordinary report by the Management Board about the current business
development, the adoption of a resolution concerning the report of the Supervisory Board and the corporate gov-
ernance report for financial year 2016/17, as well as the preparation of the Annual General Meeting 2018. We were
also provided with information about changes on top management level by the Chief Human Resources Officer
and Labour Director.

A resolution concerning the amendment of the Code of Procedure for the Management Board as well as the
resolutions to be proposed to the Annual General Meeting of METRO AG on 16 February 2018 were adopted out-
side of a meeting, as was already discussed in the meeting on 7 December 2017.

February 2018 - In a meeting held immediately before the Annual General Meeting on 16 February 2018, the
Management Board provided information about the current business development and changes on top manage-
ment level. As a precautionary measure, the Supervisory Board adopted a resolution granting power of attorney
to a law firm, in particular in relation to potential actions for rescission and/or annulment against resolutions
adopted by the Annual General Meeting 2018. Subject to the election of the auditor by the Annual General Meeting
2018, we approved the audit assignments for the annual financial statements and the consolidated financial state-
ments of METRO AG as to 30 September 2018, the combined management report for METRO AG and the group
for financial year 2017/18. Subject to the election of the auditors, we also approved the assignment for an audit
review of the abridged interim consolidated financial statements as of 31 March 2018 and the interim consolidated
management report for the period from 1 October 2017 to 31 March 2018. We were also provided with an update
about the investigations conducted by the public prosecutor’s office and information about the completed audit
of OTC derivatives contracts pursuant to § 20 of the German Securities Trading Act (WpHG, old version).

A further meeting was held immediately after the Annual General Meeting, at the end of which the office
terms of Mattheus P. M. (Theo) de Raad and all employee representatives on the Supervisory Board of METRO AG
expired. For this reason, the succeeding and/or re-elected members of the Supervisory Board elected Mr Werner
Klockhaus to the office of the Vice Chairman of the Supervisory Board. The Supervisory Board also agreed on the
members to be appointed to the committees. The members of the Audit Committee elected their Chairman and
Vice Chairman.

May 2018 - The extraordinary meeting of the Supervisory Board on 7 May 2018 discussed the implications of
the ad hoc press release published by the company on 20 April 2018. Following intense discussions, we have -
following the recommendation by the Presidential Committee - resolved to terminate the appointment of Pieter
C. Boone to the Management Board with effect as to the end of 7 May 2018. The Supervisory Board also resolved
to appoint Philippe Palazzi to the Management Board of METRO AG for the period from 7 May 2018 to 30 Septem-
ber 2021. In relation to this matter, we also approved the employment agreement for Philippe Palazzi and adopted
the corresponding adjustment of the assignment of responsibilities for the Management Board.

The ordinary meeting held on 14 May 2018 concerned routine issues, such as information about the current
business development. We further received a progress report concerning investments made. Against the back-
ground of the changes to the benchmarking index that is relevant to METRO (MDAX), we were provided with
information about the implications of the ‘total shareholder return’ component that is part of the long-term incen-
tive of the Management Board’s remuneration. We also examined the effects of the CSR Directive Implementation
Act on METRO. Another agenda item was leadership at METRO, in which we discussed talent management and
management succession planning.

In a Supervisory Board strategy meeting spanning over 3 days from 28 to 30 May 2018, the Management Board
and Supervisory Board discussed the corporate strategy of METRO together with internal executives and external
guests. In particular, the vision and mission of the company, its sales lines, strategy, growth drivers, competitors
and market shares and the main challenges facing the METRO group were discussed.

The participants of the meeting also talked about staff concerns of the Management Board. Firstly, this involved
the resolution concerning the termination agreement with Pieter C. Boone; the Supervisory Board approved the
presented agreement. Another subject discussed by the Supervisory Board were the individual performance
targets to be determined for Philippe Palazzi for the remainder of financial year 2017/18.

July 2018 - The Management Board opened the meeting by offering a report about the current business devel-
opment. In light of the CSR Directive Implementation Act and the non-financial reporting prescribed in it, we re-
solved to instruct KPMG with an external evaluation pursuant to §111 Section 2 Sentence 4 of the German Stock
Corporation Act (AktG), which is to take the form of a limited assurance engagement. We were further informed
about the current state of affairs concerning the variable remuneration components for the Management Board
and discussed the interim results for the degree of target attainment achieved in financial year 2017/18 by the indi-
vidual members of the Management Board.

METRO ANNUAL REPORT 2017/18
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September 2018 - Following information of the Management Board about the latest changes in the share owner-
ship structure of METRO AG and the progress made in the sale of Real, we approved the draft budget from finan-
cial year 2018/19 presented by the Management Board at our last meeting in financial year 2017/18 as well as the
mid-term planning. Resolutions were also adopted with regard to the performance targets for the short-term in-
centives in financial year 2018/19 for the members of the Management Board and the declaration of conformity
pursuant to §161 of the German Stock Corporation Act (AktG). We were also given a progress report about
investments made. We further adopted a resolution about the diversity concept for the composition of the Man-
agement Board and the Supervisory Board. We concluded the meeting by reviewing the efficiency of our work
as a corporate body. This efficiency assessment was based on a questionnaire prepared in-house.

WORK IN THE COMMITTEES

For the purpose of effectively performing its duties, the Supervisory Board relies on the work of 4 committees:

the Presidential Committee, the Audit Committee, the Nomination Committee and the Mediation Committee pur-
suant to § 27 Section 3 of the German Co-determination Act (MitbestG). The committees prepare the board-level
consultations and resolutions. In addition, also decision-making responsibilities were transferred to the committees
within the legally allowed parameters. The respective Chairmen of the committees report to the Supervisory
Board regularly and comprehensively with regard to the work in the committees. The work of the committees is
described in detail in the annual declaration on corporate management pursuant to § 289f and § 315d of the
German Commercial Code (HGB). This declaration as well as information about the current members of the Super-
visory Board can be found on the website www.metroag.de in the section Company - Corporate Governance.

The following shows the current composition of the Supervisory Board committees:
— Presidential Committee:
JUrgen B. Steinemann (Chairman), Werner Klockhaus (Vice Chairman),
Xaver Schiller, Dr Liliana Solomon
= Audit Committee:
Prof. Dr Edgar Ernst (Chairman), Werner Klockhaus (Vice Chairman), Thomas Dommel,
Dr Florian Funck, Dr Fredy Raas, Xaver Schiller
=— Nomination Committee:
Jurgen B. Steinemann (Chairman), Gwyn Burr, Prof. Dr Edgar Ernst
=— Mediation Committee pursuant to § 27 Section 3 of the German Co-determination Act (MitbestG):
Jurgen B. Steinemann (Chairman), Werner Klockhaus (Vice Chairman),
Prof. Dr Edgar Ernst, Xaver Schiller

Date: 7 December 2018

Presidential Committee - The Presidential Committee is mainly concerned with the personnel issues of the mem-
bers of the Management Board and monitors compliance with legal regulations and the application of the German
Corporate Governance Code. In accordance to §107 Section 3 Sentence 4 of the German Stock Corporation Act
(AktG), the Presidential Committee passes resolutions on urgent matters and matters submitted to it by the
Supervisory Board. The Presidential Committee held 5 meetings in financial year 2017/18, one meeting was con-
vened as an extraordinary meeting. One of the key areas of the work in the committee was the preparation of the
resolutions to be adopted by the Supervisory Board with regard to the appointment of Philippe Palazzi to the
Management Board of METRO AG and with regard to the consensual departure of Pieter C. Boone from the Man-
agement Board with effect as to the end of 7 May 2018. In preparation of the Supervisory Board meeting, the
committee prepared the individual and strategic performance targets for the members of the Management Board
for financial year 2017/18, as well as the targets of the short-term incentive for financial year 2018/19. Further issues
addressed by the Presidential Committee included corporate governance at METRO, including the corporate gov-
ernance report for financial year 2017/18 and the preparation of the declaration of conformity in accordance with
§161 of the German Stock Corporation Act (AktG). In discussing the issue of leadership at METRO, the Presidential
Committee learned about the development of the talent management system used by METRO for the promotion
of selected executives. The Presidential Committee was also informed about the system for internal succession
planning on various levels.

Audit Committee - The Audit Committee is responsible for supervising the company’s accounting, accounting
processes, the effectiveness of the internal control system, the risk management system, the internal audit system,
the audit of the annual financial statements (in particular relating to the selection and independence of the auditor
and any additional performances rendered by the auditor) as well as compliance. 6 committee meetings were
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held in financial year 2017/18. The CFO, the CEO and | as the Chairman of the Supervisory Board attended all meet-
ings. The auditor and managers of the relevant departments of METRO were consulted on selected issues.

The Audit Committee prepared the meeting of the Supervisory Board in December 2017 and conducted an
in-depth review of the annual and consolidated financial statements for financial year 2016/17, the combined man-
agement report of METRO AG and the METRO AG group for financial year 2016/17 as well as the report of the
Management Board on relations with affiliated companies. The results of the audit were discussed by the Super-
visory Board in the presence of the auditor. This formed the basis for the Audit Committee informing the Super-
visory Board about the concrete resolutions proposed by the committee; these included, in particular, the
recommendation to approve the annual and consolidated financial statements for financial year 2016/17 and to
approve the Management Board’s proposal to the Annual General Meeting 2018 on the appropriation of the
balance sheet profit. The members of the Audit Committee discussed the quarterly statement and the half-year
financial report for financial year 2017/18 prior to their respective publication.

The Audit Committee also prepared the audit engagements for financial year 2017/18 and considered the
auditor’s planning of the audit and the key audit areas. In all meetings, the committee obtained information about
so-called non-audit performances of the auditor and approved instruction of the auditor with a non-audit perfor-
mance in one case. The committee intensively examined the governance functions within the group (internal
control systems, risk management system, internal audit and compliance), the draft budget presented by the Man-
agement Board, the group controlling plan and the audit plan prepared by the internal audit unit. The Audit Com-
mittee further requested information about significant projects and legal issues; these particularly included the
legally required ongoing development of European and international accounting standards, accounting-related
changes and an evaluation of the ensuing implications for METRO. The Audit Committee further discussed issues
relating to the General Data Protection Regulation and was informed about the progress made with regard to the
corresponding implementation measures at METRO. The Audit Committee further prepared the non-financial
reporting by the Supervisory Board and requested information about the progress made with regard to the imple-
mentation and the content of the publication.

Nomination Committee - The Nomination Committee is responsible for proposing suitable candidates for the
Supervisory Board’s election proposals to the Annual General Meeting. In financial year 2017/18, 2 committee meet-
ings were held for the purpose of preparing an election proposal to the Annual General Meeting 2018, with one
meeting conducted over the telephone.

Mediation Committee - The Mediation Committee formulates proposals for the appointment and dismissal of
members of the Management Board in cases pursuant to § 31 of the German Co-determination Act (MitbestG). The
Mediation Committee did not convene a meeting in financial year 2017/18.

CORPORATE GOVERNANCE

The Management Board and the Supervisory Board report about the corporate governance of METRO in the
corporate governance report for financial year 2017/18. Together with the declaration on corporate management
pursuant to § 289f of the German Commercial Code (HGB) and & 315d of the German Commercial Code (HGB),
the report is also published in the section Company - Corporate Governance of the website www.metroag.de.

In September 2018, the Management Board and the Supervisory Board of METRO AG issued their declaration
of conformity with regard to the recommendations of the Government Commission on the German Corporate
Governance Code pursuant to §161 of the German Stock Corporation Act (AktG) and published the declaration of
conformity on the website www.metroag.de. The full declaration is further reprinted in the corporate governance
report 2017/18 and in the declaration on corporate management.

ANNUAL AND CONSOLIDATED FINANCIAL STATEMENTS

KPMG AG Wirtschaftsprifungsgesellschaft has reviewed the consolidated financial statements for financial year
2017/18 submitted by the Management Board in accordance with the International Financial Reporting Standards
(IFRS) and has given its unqualified approval. The same applies to the annual financial statements 2017/18 of
METRO AG prepared in accordance with the regulations of the German Commercial Code (HGB) and the com-
bined management report for METRO AG and the METRO AG group. The auditor provided a written report on
the findings.

The documents for the annual financial statements and the audit reports were discussed and reviewed in great
detail during the meeting of the Audit Committee on 6 December 2018 and in the Supervisory Board meeting on
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7 December 2018 in the presence of the auditor. Prior to these meetings, the required documents were distributed
to all members of the Audit Committee as well as the Supervisory Board, giving them sufficient time to review them.
In both meetings, the auditor reported about the key findings of his audit and was at the Supervisory Board’s
disposal to answer questions and provide additional information also in the absence of the Management Board.

KPMG also provided information on services rendered in addition to auditing services. No issues resulting in a
disqualification due to bias arose. Based on our own review of the annual financial statements, the consolidated
financial statements and the combined management report for financial year 2017/18, we had no objections and
the Supervisory Board approved the result of the audit. We have endorsed the annual financial statements and
the consolidated financial statements submitted by the Management Board. The Annual Financial Statement of
METRO AG is thus released. Following a careful own review and consideration of the interests involved, we en-
dorsed the Management Board’s proposal to the Annual General Meeting 2019 for the appropriation of the balance
sheet profit.

APPOINTMENTS AND RESIGNATIONS

The office terms of Mattheus P. M. (Theo) de Raad and all employee representatives on the Supervisory Board of
METRO AG expired at the end of the Annual General Meeting of METRO AG held on 16 February 2018. The suc-
ceeding employee representatives had already been elected by the assembly of delegates on 6 February 2018; the
representative of the shareholders was elected by the Annual General Meeting on 16 February 2018.

Susanne Meister, Dr Angela Pilkmann, Angelika Will, Silke Zimmer, Werner Klockhaus, Thomas Dommel, Michael
Heider, Xaver Schiller and Manfred Wirsch were re-elected to the Supervisory Board as members representing the
employees. Stefanie Blaser is a new member elected to the Board. She takes the place of Andreas Herwarth, who
resigned from the Supervisory Board of METRO AG at the end of the Annual General Meeting of METRO AG on
16 February 2018. Mr Herbert Bollinger was elected by the Annual General Meeting 2018 to the Supervisory Board
of METRO AG as a member of the Board representing the shareholders.

DuUsseldorf, 7 December 2018

The Supervisory Board

JURGEN B. STEINEMANN
Chairman
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REPORT

Pursuant to the recommendation in Subsection 3.10
of the German Corporate Governance Code, the
Management Board and the Supervisory Board of
METRO AG deliver the following report on corporate
governance at METRO group.

The Management Board and the Supervisory Board
of METRO AG are firmly committed to the principles
of transparent, responsible and value-based manage-
ment and supervision. The standards of good corpor-
ate governance are afforded a high priority. Against
this background, the Management Board and the
Supervisory Board of METRO AG gear their actions to
the relevant valid recommendations of the German
Corporate Governance Code.

Implementation of the German
Corporate Governance Code

During financial year 2017/18, the Management Board
and the Supervisory Board of METRO AG discussed
the implementation of the recommendations of the
German Corporate Governance Code in detail and
issued the following declaration pursuant to §161 of
the German Stock Corporation Act (AktG) in Sep-
tember 2018:

‘The Management Board and the Supervisory
Board of METRO AG declare that the recommendations
of the Government Commission on the German Cor-
porate Governance Code published by the Federal
Ministry of Justice in the official section of the Federal
Gazette dated 7 February 2017 have been complied
with since the previous declaration of conformity in
September 2017, with one exception:

As already described in the update to the declara-
tion of conformity of 14 November 2017, the Super-
visory Board of METRO AG in its meeting on 14 Novem-
ber 2017 approved to adapt the remuneration system
for members of the Management Board in relation to
the components of the short-term performance-based
remuneration (short-term incentive, STI) and their
weighting. The former STI component ‘exchange rate-
adjusted earnings before interest and taxes (EBIT)’
was replaced by the component ‘exchange rate-
adjusted earnings before interest, taxes, depreciation
and amortisation (EBITDA)'. As the target settings of
the other STl components, the target setting of this
component was, without any changes, taken from the
budget for financial year 2017/18 approved by the
Supervisory Board in September 2017. Furthermore,
the 3 STI components were weighted as follows: (1)
like-for-like sales growth at 40%, (2) EBITDA at 40%
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and (3) exchange rate-adjusted return on capital em-
ployed (RoCE) at 20%.

With the adaptions, to a major extent, the same
KPIs were used for incentivising the members of the
Management Board with a short-term performance-
based remuneration, as for the steering of the compa-
ny and the capital market prognosis of METRO. The
adaptations had retroactive effect as of the beginning
of financial year 2017/18 (from 1 October 2017 to
30 September 2018). The current employment con-
tracts with the members of the Management Board
were amended accordingly.

The amendment of the existing remuneration
system in the course of the financial year and the re-
spective adaption of the employment contracts of the
members of the Management Board caused a devia-
tion from the recommendation in Clause 4.2.3 sec.

2 Sentence 8 of the German Corporate Governance
Code. According to this recommendation, a subsequent
amendment of the performance targets or compari-
son parameters shall be excluded with regard to

the variable components of the Management Board
remuneration.

The Management Board and the Supervisory Board
of METRO AG intend to fully comply with the recom-
mendations of the Government Commission in the
version dated 7 February 2017 without exception in
the future’

METRO AG has made this declaration pursuant to
§161 of the German Stock Corporation Act (AktG)
and previous declarations of conformity with the Code
permanently accessible on the website
www.metroag.de.

In addition to recommendations, the German
Corporate Governance Code contains suggestions.
METRO AG follows these suggestions of the German
Corporate Governance Code, with the exception of
the suggestion offered in Section 2.3.3, which proposes
to enable shareholders to follow the Annual General
Meeting via contemporary communication media, such
as the internet. In financial year 2017/18, METRO AG
decided to only broadcast the speech by the Chair-
man of the Management Board via the internet. This
practice will be continued in the future.

Division of duties and areas of responsibility
between the Management Board
and the Supervisory Board

The clear separation of corporate management and
corporate supervision is a key element of corporate
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governance for German stock corporations. Duties and
areas of responsibility are clearly divided between the
Management Board and the Supervisory Board.

The Management Board of METRO AG consists of
4 members and is responsible for managing the com-
pany. The essential management duties of the Man-
agement Board of METRO AG include the definition of
corporate objectives, determination of the strategic
direction for the group, management and supervision
of the group, as well as corporate planning. In addi-
tion, the Management Board of METRO AG ensures
the availability of investment funds, decides on their
allocation within the group and is responsible for at-
tracting and promoting highly qualified managers.

In accordance with the stipulations of the German
Co-determination Act (MitbestG), the German Stock
Corporation Act (AktG) and the company’s Articles of
Association, the Supervisory Board of METRO AG
consists of 10 shareholder representatives and 10 em-
ployee representatives. In addition, women and men
each hold at least 30% of the seats on the Supervisory
Board. The Supervisory Board appoints the members
of the Management Board, provides advice to the
Management Board and continuously monitors its
corporate management, including with regard to the
attainment of long-term corporate objectives. The
Management Board involves the Supervisory Board in
the planned development of METRO and in decisions
concerning important measures. In addition to its
statutory approval obligations, the Supervisory Board
has determined its own approval requirements for
certain actions and business dealings of the Manage-
ment Board.

— For more information about members of the Manage-
ment Board and Supervisory Board, see the notes
to the consolidated financial statements of METRO AG
in no. 56 - Corporate Boards of METRO AG and the
mandates of their members.

— The Codes of Procedure of the Management Board,
Supervisory Board and Audit Committee can be found
on the website www.metroag.de/en in the section
company - corporate governance.

— The modes of operation of the Management Board
and Supervisory Board, the composition and functions
of the Supervisory Board committees and information
on key corporate management practices and the
diversity concept are described in the annual declaration
on corporate management pursuant to § 289f and
§ 315d of the German Commercial Code (HGB). The
declaration on corporate management for this financial
year is available on the website www.metroag.de/en
in the section company - corporate governance.
Previous declarations of conformity pursuant to §161
of the German Stock Corporation Act (AktG) can
also be downloaded from the website.
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Objectives for the composition
of the Management Board

The fundamental qualification criteria for candidates
considered for appointment to the Management Board
are their professional qualifications for the respective
area of responsibility, leadership quality, previous per-
formance as well as knowledge about the company
and its business model. The Supervisory Board under-
stands diversity as a qualification criteria that mani-
fests itself in different, mutually complementary
profiles, (educational and professional) backgrounds,
nationalities, a mixed age structure and representation
of both genders on the Management Board.
The objective of this diversity concept is to achieve
a composition of the Management Board that ensures
that its members have the necessary knowledge,
expertise and professional experience that allow the
entire Management Board to manage and steer the
company in the best possible way.
The Supervisory Board has postulated the follow-
ing objectives:
= Each member of the Management Board must
have solid general qualifications and be capable of
helping the company address its current situation
and future challenges.
= The members of the Management Board should
come from different educational and/or national
backgrounds.
= The members of the Management Board should
complement each other with regard to their expert-
ise and knowledge. All members of the Manage-
ment Board should have expertise and experience
in retail, food, supply chain, sustainability and
digitalisation.
= The composition of the Management Board
should adequately represent the internationality
of METRO AG.
= All members of the Management Board should
have long-standing management experience.
= The Management Board should have a mixed
age structure.
=— The ordinary office term of a member of the
Management Board should not extend past the
member reaching the age of 65 (standard
retirement age).
= The Company intends to appoint at least one
female member to the Management Board by
30 June 2022.

The Supervisory Board determines the size of the
Management Board, the appointment of members to
the Management Board, as well as the identification
of suitable candidates in the best interest of the Com-
pany and in consideration of all circumstances in the
respective individual case. In doing so, the Supervisory
Board and its Presidential Committee adhere to the
diversity concept for the composition of the Manage-
ment Board and the objectives. The diversity concept
for the Management Board also serves as the founda-
tion for long-term succession planning.
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The current composition of the Management Board
satisfies the diversity concept and achieves the objec-
tives. In addition to being individually qualified for
performing their respective responsibilities, the mem-
bers of the Management Board also come from differ-
ent educational and/or professional backgrounds. The
necessary expertise and experience in the areas of
relevance for METRO is assured. There are in particular
no gaps in the members’ skKills, but rather overlapping
skills, which sustainably promotes the performance of
the Management Board as a team. All members of the
Management Board have long-standing management
experience. The fact that 2 of the 4 members of the
Management Board previously held high-ranking man-
agement positions in other countries over substantial
periods also adequately represents the internationality
of METRO. The age of the members of the Manage-
ment Board in financial year 2017/18 spans from 41

to 60 years; no office extends past the age of 65. The
Company intends to appoint at least one female
member to the Management Board by 30 June 2022;
there is currently no female member appointed to the
Management Board.

Objectives for the composition
of the Supervisory Board

To ensure the Supervisory Board of METRO AG can
duly perform its responsibilities, the Supervisory
Board has adopted concrete objectives for its compos-
ition and a profile of competencies for the entire cor-
porate body in the meaning of Section 5.4.1 of the
German Corporate Governance Code.

This requires the composition of the Supervisory
Board to assure the qualified supervisory and advisory
functions required under the German Stock Corpora-
tion Act and the German Corporate Governance Code.
The Supervisory Board understands diversity as a
qualification criteria for the members of the Supervi-
sory Board in such a way that the members should
complement each other with regard to their age, (edu-
cational and professional) background, experience and
skills in such a way that the overall corporate body
will benefit of the largest possible pool of experience
and the broadest possible spectrum of expertise.

This diversity concept aims at achieving a compo-
sition of the Supervisory Board that is in the best
interests of the company, takes all circumstances of
the individual case into account and enables the
Supervisory Board as the supervisory corporate body
to supervise and advise the Management Board in
the best possible way.

For the purpose of determining its composition,
the Supervisory Board afforded reasonable considera-
tion to the company-specific situation in terms of the
company’s international activities, potential conflicts
of interest, the number of independent members of
the Supervisory Board, a prescribed retirement age for
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members of the Supervisory Board and a prescribed

maximum office term for members of the Supervisory

Board and the issue of diversity, and determined the

following individual objectives:

= The members of the Supervisory Board should
complement each other with regard to their age,
(educational and professional) background, experi-
ence and skills in such a way that the overall
corporate body will benefit of the largest possible
pool of experience and the broadest possible
spectrum of expertise.

— An adequate number of the members of the
Supervisory Board should have international
experience or expertise.

= The statutory gender quota of 30% is proposed
to be met by both shareholder representatives as
well as employee representatives. It follows that at
least 3 of the members of the Supervisory Board
on each side should be female.

= In accordance with Section 5.4.2 of the German
Corporate Governance Code, at least 12 of the
Supervisory Board’s 20 members must be inde-
pendent office holders, with at least 6 of them
being shareholder representatives.

=— At least one member of the Supervisory Board
must meet the requirements for being appointed
chairperson of the Audit Committee. Pursuant to
the Code of Procedure of the Audit Committee,
the committee chairperson must be independent
and possess professional expertise in the areas of
accounting and auditing of annual financial state-
ments, as well as internal control measures (finan-
cial expert). The other committee members should
possess adequate professional expertise and expe-
rience in these areas. Ideally, one member of the
Audit Committee should have special expertise in
the field of compliance.

= To prevent potential conflicts of interest, members
of the Supervisory Board of the company must not
assume board functions, consulting tasks or mem-
berships on the supervisory boards of German or
international, direct and material competitors.

=— The ordinary maximum office term for members
of the Supervisory Board is 10 years. The ordinary
office term for shareholder representatives appointed
to the Supervisory Board is 3 years. The Super-
visory Board determines exceptions from the
ordinary criteria at its own dutiful discretion on a
case-by-case basis.

= As a general rule, only candidates who are not
older than 65 years at the time of their initial elec-
tion should be proposed for their first election to
the Supervisory Board. As a general rule, only
candidates who are not older than 71 years at the
time of their election should be proposed for being
elected a member of the Supervisory Board. The
Supervisory Board determines exceptions from the
ordinary criteria at its own dutiful discretion on a
case-by-case basis.
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The current Supervisory Board members represent a
balanced composition: All members of the Supervisory
Board contribute their manifold specific expertise to
the work in the committees. They complement each
other with regard to their age, (educational and pro-
fessional) backgrounds, experience and skills. Several
members of the Supervisory Board have international
expertise and/or experience. The Supervisory Board
currently includes 5 female office holders on the part
of the employee representatives and 4 female office-
holders on the part of the shareholder representatives
(as of: November 2018). The current composition of
the Supervisory Board also satisfies the objective in
terms of the number of independent members of the
Supervisory Board and shareholder representatives.
The objectives in terms of the chairperson and the
members of the Audit Committee have also been
satisfied. This committee’s independent Chairman is
Prof. Dr Edgar Ernst. None of the members of the
Supervisory Board of METRO AG holds an office in a
corporate body of or an advisory function for a sub-
stantial direct competitor, neither is any of them a
member of such a company’s supervisory board. The
ordinary maximum term, the ordinary term of office
for shareholder representatives and the ordinary re-
tirement age are stipulated in the Code of Procedure
of the Supervisory Board. Currently, due to the transi-
tion of the remaining office terms at the former
METRO AG (now: CECONOMY AG), 3 shareholder
representatives have been appointed for more than

3 years. To improve the staggered arrangement of
the terms of office, 3 members representing the share-
holders were appointed for a limited term of only

2 years. No member of the Supervisory Board has
reached the ordinary maximum office term. 1 current
member of the Supervisory Board, who was a member
of the Supervisory Board of the former METRO AG, was
older than 65 years of age, namely 71 years of age, at
the time of his (initial) election to the Supervisory Board
of the new METRO AG; he had not reached the ordinary
retirement age at the time of his initial election to the
Supervisory Board of the former METRO AG.
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The Supervisory Board resolved for the overall corpo-
rate body to possess the following expertise in the
sense of a profile of expertise:
= Commercial expertise
— Expertise/experience in accounting, auditing
of annual financial statements, internal control
processes
= Expertise in the area of compliance
= Expertise in the area of mergers and acquisitions
— Expertise in the area of digitalisation/technology
— International experience/expertise, particularly in
Eastern Europe and Asia
— Expertise in the area of sustainability
— Expertise in logistics, in particular in the field
of supply chain logistics
= Marketing expertise
— Human resources expertise
=— Experience in managing a company

The current composition of the Supervisory Board
delivers the desired profile of expertise.

Independence of shareholder representatives
appointed to the Supervisory Board

As stipulated in Section 5.4.1 of the German Corporate
Governance Code, the corporate governance report
should also set out the Supervisory Board’s opinion
concerning a reasonable number of independent
members on the part of the shareholders and disclose
the names of these members. The Supervisory Board
holds its objective of requiring at least 6 members of
the Supervisory Board to be independent shareholder
representatives to be a reasonable arrangement.

As of the date of this report, all shareholder repre-
sentatives are independent in the meaning of Section
5.4.2 of the German Corporate Governance Code.

The members are: JUrgen B. Steinemann, Herbert
Bolliger, Gwyn Burr, Prof. Dr Edgar Ernst, Dr Florian
Funck, Peter Kupfer, Dr Fredy Raas, Eva-Lotta
Sjostedt, Dr Liliana Solomon and Alexandra Soto.
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Disclosure of individual attendance at meetings
The individual attendance of members of the Super-
visory Board at meetings of the Supervisory Board
and its committees is disclosed in the following:

DISCLOSURE OF INDIVIDUAL ATTENDANCE AT MEETINGS'

Meeting
Supervisory Board attendance Attendance in %
Jirgen B. Steinemann,
Chairman 9/9 100
Werner Klockhaus,
Vice Chairman 9/9 100
Stefanie Blaser
(since 16/2/2018) 6/6 100
Herbert Bolliger
(since 16/2/2018) 4/6 67
Gwyn Burr 7/9 78
Thomas Dommel 9/9 100
Prof. Dr Edgar Ernst 8/9 89
Dr Florian Funck 8/9 89
Michael Heider 9/9 100
Andreas Herwarth
(until 16/2/2018) 3/3 100
Peter Kupfer 9/9 100
Susanne Meister 9/9 100
Dr Angela Pilkmann 9/9 100
Mattheus P. M. (Theo)
de Raad (until 16/2/2018) 3/3 100
Dr Fredy Raas 9/9 100
Xaver Schiller 7/9 78
Eva-Lotta Sjostedt 9/9 100
Dr Liliana Solomon 7/9 78
Alexandra Soto 8/9 89
Angelika Will 9/9 100
Manfred Wirsch 7/9 78
Silke Zimmer 9/9 100
Total 93
Meeting
Presidential Committee attendance Attendance in %
Jurgen B. Steinemann,
Chairman 5/5 100
Werner Klockhaus, Vice
Chairman 5/5 100
Xaver Schiller 4/5 80
Dr Liliana Solomon 5/5 100
Total 95

METRO ANNUAL REPORT 2017/18

Corporate Governance Report

Meeting
Audit Committee attendance Attendance in %
Prof. Dr Edgar Ernst,
Chairman 6/6 100
Werner Klockhaus,
Vice Chairman 6/6 100
Thomas Dommel
(since 16/2/2018) 3/3 100
Dr Florian Funck 6/6 100
Andreas Herwarth
(until 16/2/2018) 3/3 100
Dr Fredy Raas 6/6 100
Xaver Schiller 4/6 67
Total 81
Meeting
Nomination Committee attendance Attendance in %
Juirgen B. Steinemann,
Chairman 2/2 100
Gwyn Burr 2/2 100
Prof. Dr Edgar Ernst 2/2 100
Total 100

1 Only includes meetings held during a member’s term on the Supervisory Board or a committee.

Compliance and risk management

METRO uses a group-wide compliance management
system to ensure compliance with laws in the coun-
tries it conducts business in and a self-imposed Code
of Conduct in the areas of antitrust law, prevention of
corruption and money laundering, conflicts of interest,
fraud/embezzlement as well as the regulation of
downstream kickback benefits in purchasing.

METRO’s risk management forms another integral
component of our value-based management. This
takes the form of a systematic, group-wide process
that assists the management team - in accordance
with the principles of good corporate governance - in
responsibly identifying, assessing and managing risks
and opportunities. As such, risk and opportunity man-
agement form a unity.

— For more information about the subjects of compliance
and risk management, see the combined management
report - risk and opportunity report - as well as the
declaration on corporate management pursuant to § 289f
and § 315d of the German Commercial Code (HGB).
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Transparent corporate management

Transparency is an essential element of good corpor-
ate governance. The website www.metroag.de is an
important source of information for the shareholders
of METRO AG, the capital market and the general pub-
lic. In addition to a variety of information on METRO,
the site offers our shareholders, all actors on the cap-
ital markets and interested members of the public

the opportunity to download the financial reports of
METRO AG, investor news, ad hoc statements and
other legal notices. METRO AG publishes the dates for
the most important recurring publications and events
(announcements of sales results, reports as well as
quarterly statements and half-year reports, annual
results press conferences and annual general meetings)
in a financial calendar on its website. The timing of
the publication allows for a reasonable lead time. The
website also offers information published at the occa-
sion of current events, such as the annual press con-
ference, roadshows, investor conferences and
information events.

Transactions by executives for own account

Pursuant to Article 19 of the Regulation (EU) No. 596/2014
of the European Parliament and of the Council of

16 April 2014 on market abuse (market abuse regula-
tion), members of the Management and Supervisory
Boards, in their capacity as persons discharging man-
agerial responsibilities, must inform METRO AG of

any transactions involving their own METRO shares,
METRO bonds or related financial instruments. This
notification requirement also applies to persons closely
associated with members of these corporate bodies.

— Notifications concerning transactions by executives
for own account during financial year 2017/18 have
been published on the website www.metroag.de in
the section investors - legal announcements.
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Annual General Meeting

The shareholders of METRO AG exercise their rights
and potential voting rights at the Annual General
Meeting. To help shareholders exercise their individual
rights at the Annual General Meeting, METRO AG
makes the meeting agenda as well as other docu-
ments and information for each Annual General Meet-
ing available for download at www.metroag.de/en.

Shareholders may elect to exercise their voting
rights at the Annual General Meeting in person or
alternatively appoint a proxy of their choosing or a
proxy of the Company who is bound by instructions
(proxy voting).

In the interest of shareholders, the chairperson of
the Annual General Meeting, in most cases the chair-
person of the Supervisory Board, ensures that the
Annual General Meeting is conducted efficiently and
effectively. The objective is to conclude an ordinary
METRO AG Annual General Meeting after no more
than 4 to 6 hours.

Audits 2017/18

On 16 February 2018, the Annual General Meeting of
METRO AG elected KPMG AG Wirtschaftsprifungs-
gesellschaft (KPMG) as auditors for the financial
statements and consolidated financial statements for
financial year 2017/18.

The Supervisory Board’s instructions to perform an
audit of the annual financial statements considered
the recommendations contained in Section 7.2 of the
German Corporate Governance Code.

Gereon Lurweg is the auditor for the financial
statements and consolidated financial statements and
the combined management report of METRO AG in
2017/18.

— Comprehensive details concerning the deliberations
in the Audit Committee and the Supervisory Board
with regard to certain aspects of the audit can be found
in the report of the Supervisory Board.



