Compensation report

(part of the management report)

Executive Board compensation

The structure of the compensation system for the Executive Board was discussed in
detail and determined by the Supervisory Board on the basis of the reccommendations
contained in the German Corporate Governance Code.

These recommendations for members of the Executive Boards of listed stock corpora-

tions contain the following compensation elements:
» fixed elements
» variable elements that are payable annually and based on business performance

m variable elements that serve as long-term incentives containing risk factors

The criteria for determining the appropriateness of the compensation include but are
not limited to the tasks of the respective member of the Executive Board, his responsi-
bilities, his personal performance and experience, and the economic situation, perfor-
mance, and outlook of the enterprise, taking into account its peer companies.

m For fiscal 2007, the direct fixed remuneration of the five active members of the Ex-
ecutive Board was €2,250k (2006: €2,030k). This fixed amount is the base pay stipu-
lated in the members’ contracts and is paid out in equal monthly amounts as a
salary. This remuneration is generally reviewed as part of the negotiations relating
to the extension of the members’ contracts. In addition, the members of the Execu-
tive Board received fringe benefits in the form of non-cash benefits (company car)
amounting to €85k (2006: €78k).

» The variable compensation is based on the achievement of company performance
targets. The reference figures are consolidated net income (the primary point of ref-
erence) and consolidated sales. The gradation of the targets is determined by the
Supervisory Board each year. The variable compensation contains risk elements and
is thus not guaranteed compensation. In 2007, the variable compensation amount-
ed to €2,230k (2006: €1,460k).
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= In keeping with the recommendations of the Corporate Governance Code, the Su-
pervisory Board adopted a long-term »performance incentive plan« containing risk
elements at its meeting on 17 March 2005. Under this provision, each member of
the Executive Board receives a performance incentive that is paid out after no less
than ten years of service as a member of the Executive Board of KRONES AG. Board
members serving for less than ten years are not entitled to the performance in-

centive.

m The performance incentive is calculated from the relevant Board member’s fixed
annual remuneration at the time of appointment to the Executive Board and the
development of the enterprise value from the time of entry onto the Board to the

time at which payment of the incentive comes due.

® EBIT, EBITDA, and consolidated sales are used as the basis for calculating enterprise
value. If the current enterprise value is less than it was at the time the member
joined the Executive Board, the respective member is not entitled to the perfor-

mance incentive.

= In 2007, provisions of €1,341k (2006: €1,008k) were recognised for the performance

incentive.

= At KRONES AG there are and have been no stock-option plans or comparable securi-
ties-oriented long-term incentive components of remuneration for Executive Board
members.

m Pension provisions of €5,773k (2006: €5,594k) were recognised for active members
of the Executive Board.

The disclosure of the total compensation made to each board member by name as
recommended under Item 4.2.4 of the German Corporate Governance Code and
under § 285 (1) No. 9a Sentences 5-9 and § 314 (1) No. 6a Sentences 5-9 of the
German Commercial Code (HGB) is not being implemented. It is the belief of
KRONES AG that such disclosure would conflict with personal privacy rights.

Thus, as resolved by the annual shareholders’ meeting on 21 June 2006, detailed dis-
closure of each individual board member's compensation will not be made before
the end of the day 20 June 2011, as provided for under § 286 (5) of the German

Commercial Code.

On the other hand, details relating to the structure of the compensation are essen-
tial for assessing the appropriateness of the compensation structure and whether it

results in an incentive effect for the Executive Board.

» For former members of the Executive Board and their surviving dependents, pay-
ments amounting to €656k (2006: €651k) were made and pension provisions of
€672k (2006: €669k) were recognised.
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Supervisory Board compensation

Compensation of the members of the Supervisory Board is governed by the articles of
association and resolved by the annual shareholders’ meeting. For fiscal 2007, the arti-
cles of association as amended by the annual shareholders’ meeting on 20 June 2007

apply.

The Supervisory Board's compensation consists of two components, an annual fixed
remuneration of €10,000 and variable compensation that is dependent on consolidat-
ed net income. The Chairman of the Supervisory Board receives twice the amount of
the fixed remuneration and the Deputy Chairman of the Supervisory Board receives
one and one half times the fixed remuneration amount. The variable compensation is
based on consolidated net income per share. Each member of the Supervisory Board
receives €2,000 for each €0.30 by which total consolidated net income per share ex-
ceeds €1.00.

For fiscal 2007, net income per share comes to €3.25. Thus, the variable compensation
for each member of the Supervisory Board comes to €14,000.

Members of the Supervisory Board who belong to special committees within the
Supervisory Board receive additional compensation of €10,000 annually as well as flat-

rate reimbursement for expenses.

The total remuneration paid to members of the Supervisory Board amounted to
€343k (2006: €231k) including variable portions totalling €168k (2006: €96k).

Moreover, the members of the Supervisory Board receive a flat €600 fee per meeting as
reimbursement for their expenses unless they submit proof of having incurred higher
expenses.

Members of the Supervisory Board who belonged to the board for only a portion of

the fiscal year receive pro-rated compensation.

The company has no stock option plans or similar securities-oriented incentive sys-
tems. Thus, there are also no stock-option plans or similar long-term incentive com-

ponents of remuneration for members of the Supervisory Board.
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