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In accordance with the age limit set by the Supervisory

The Corporate GRC Office performs central compliance

Board for members of the Executive Board, their appoint-

and risk management functions. These include drawing

ments should normally end one year after they have

up Group-wide policies and standards, as well as develop-

reached the age of 65. This age limit is being increased

ing employee training. The Corporate GRC Office also reg-

in line with the increase in the standard age limit in the

ularly performs a special risk analysis to identify potential

statutory pension insurance system, and the Supervisory

compliance risks to the Group and to adapt and further

Board reserves the right to make exceptions in individual

develop the Group-wide compliance management system

cases.

to reflect these risks. In addition, the Corporate GRC Office
oversees the performance of risk management processes

In accordance with the requirements of the Aktiengesetz

in the divisions and is responsible for the ongoing devel-

(AktG — German Stock Corporation Act) and section 4.3.4

opment of risk management tools in cooperation with the

of the Code, members of the Executive Board may under-

risk / internal control system managers.

take secondary activities only with the Supervisory Board’s
consent.

The GRC organization in the divisions is responsible for
the implementation of the compliance management sys-

No conflicts of interest were reported by members of

tem and the risk management system developed by the

either the Executive Board or Supervisory Board during

Corporate GRC Office in the Group companies within the

the reporting period.

divisions. Each division has a Head of GRC / Chief Compliance Officer who is supported by compliance officers

Remuneration system for the Executive Board

in various business units or sales regions as well as by

and Supervisory Board

risk / internal control system managers.

Report for information on the remuneration system for

Finally, compliance and risk management tasks are also

the Executive and Supervisory Boards.

performed by so-called Compliance Champions and

Please refer to the Remuneration Report in the Annual

risk / internal control system coordinators. Compliance
Compliance / risk management

Champions are MAN managers or employees who are

MAN SE’s Executive Board established a Governance, Risk

not full-time GRC employees but who have assumed spe-

& Compliance (GRC) function as part of its responsibility

cial responsibility for compliance and risk management

for compliance and risk management as defined by the

issues.

Code. This function is managed by the Head of GRC / Chief
Compliance Officer of the MAN Group, who reports

The MAN compliance management system addresses

directly to the Chief Executive Officer of MAN SE and addi-

white-collar crime (especially combating corruption, pre-

tionally to the Audit Committee of the Supervisory Board.

venting money laundering, and terrorism financing) and

The GRC organization is responsible for compliance and

antitrust law issues.

risk management throughout the Group. The GRC function currently has 47 employees and consists of MAN SE’s

The key elements of the MAN compliance management

central Corporate GRC Office (18 employees) and the GRC

system include the following:

organization in the divisions (29 employees).
 Regular reporting on the current status of compliance measures at different levels of the Group to the
responsible committees.
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 The MAN Group’s ethical conduct guidelines and

Dilemma Game to encourage dealing openly with

basic compliance requirements are described in its

risky dilemma situations in day-to-day work, publish-

Code of Conduct, which also spells out the corpo-

ing GRC Alerts and GRC Newsletters on current GRC

rate values and establishes guidelines for the issue of

and compliance issues, as well as events at the Group

integrity. An updated version 2.0 of the MAN Group’s

companies to mark International Anti-Corruption

Code of Conduct came into force effective January 1,

Day on December 9, 2018.

2018, and was rolled out to all employees worldwide.
 In October, more than 130 Compliance Champions
 The GRC organization has also developed policies on

and GRC staff met for a two-day Compliance Confer-

compliance issues such as combating corruption,

ence in Munich. The main focus of the conference

antitrust law, and preventing money laundering.

under the motto of “Driving Compliance & Integ-

These policies represent uniform and binding require-

rity to the next level” was on reinforcing the Group-

ments for all employees throughout the Group.

wide Governance, Risk & Compliance network and on
developing strategies and measures to continuously

 In order to ensure transparency about all of the com-

enhance the compliance and integrity program.

pliance requirements applicable in the MAN Group,
i.e., including those for which the central Governance,

 The Business Partner Approval Tool is used to check

Risk & Compliance function is not responsible, a hor-

and approve the integrity of business partners active

izontal compliance risk analysis was conducted in

in the area of sales support. In total, 1,364 checks were

2018. The goal of the project was to identify clear orga-

conducted using this tool in the period under review.

nizational responsibilities at Group and subgroup
level for 33 fields of law classified as applicable.

 The Continuous Controls Monitoring (CCM) electronic
monitoring system ensures that potential compli-

 The Compliance Helpdesk operated by the GRC func-

ance risks and policy violations are detected early on.

tion answered 474 questions from employees in the

It comprises a set of purchasing and payment process

reporting period.

controls and general IT controls. CCM is now used at
50 MAN Group companies or sites.

 The GRC function regularly holds classroom and
online training courses on combating corruption,

 The “Speak up!” whistleblower portal again served

antitrust law, and preventing money laundering,

to detect and prevent material risks to MAN in the

among others. The focus in the year under review was

reporting period. “Speak up!” is used to accept and

on developing a new online course that will concen-

analyze information relating to serious statutory vio-

trate on preventing money laundering and terror-

lations, especially in the area of white-collar crime

ism financing. The course is designed to help make

(e.g., corruption offenses, suspected money laun-

employees more aware of money laundering and ter-

dering activities, and terrorism financing), antitrust

rorism financing issues and teach them how to han-

law, and data protection. This information is investi-

dle “red flags.”

gated in detail. Violations are dealt with and punished
according to the penalties permitted under labor law.

 Various communication measures were taken in the

The processes for conducting internal investigations

reporting period to promote integrity. These include

were partly restructured in the year under review. In

communication measures accompanying the world-

addition, a 24/7 whistleblower hotline was launched.

wide rollout of the updated Code of Conduct to the
employees, further use of the film on integrity as
one of the corporate values, the development of a

 MAN is a member of Transparency International and
supports the United Nations Global Compact initiative. MAN also supports the Allianz für Integrität, an
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 Article 17 of the Market Abuse Regulation requires

nomic Cooperation and Development, the Deutsche

issuers to publish inside information that directly

Gesellschaft für Internationale Zusammenarbeit,

affects them as soon as possible.

the Federation of German Industries (BDI), as well as
a large number of German companies to promote

 Section 40 of the WpHG requires domestic issuers

economic integrity. In order to be able to actively

to release notifications they receive in connection

shape compliance issues, MAN is a member of the

with the shares of voting rights in the company that

Deutsches Institut für Compliance (DICO), where it

exceed or fall below the thresholds without undue

participates in a range of working groups.

delay.

For a detailed description of MAN’s risk management sys-

The year-end consolidated financial statements of the

tem as well as its risk and opportunity position, please

MAN Group are prepared by the Executive Board on

refer to the Report on Risks and Opportunities contained

the basis of the International Financial Reporting Stan-

in the management report.

dards (IFRSs), while the single-entity financial statements
of MAN SE are prepared in accordance with the HGB. In

Transparency and financial reporting

accordance with the recommendation in section 7.1.2, sen-

The MAN Group publishes a financial diary with all

tence 2 of the Code, the Audit Committee discusses MAN’s

the key dates for its shareholders on its website at

half-yearly financial report with the Executive Board prior

under the “Investor Relations”

to its publication. The Group complies with the publica-

heading. All other important information for the share-

tion deadlines laid down in section 7.1.2, sentence 3 of the

holders and the interested public is also available on this

Code.

www.corporate.man.eu

website. It includes annual reports, half-yearly reports, as
well as invitations to and agendas for the annual general
meetings, along with other documents required to be published in connection with the Annual General Meeting.

(2)	Other corporate governance practices
MAN SE is the holding company and parent of the MAN
Group. The Group policies constitute consistent, binding

We also post, without undue delay, information that

requirements for all employees of the MAN Group.

is required to be published in accordance with capital market disclosure requirements on our website at

The MAN Group’s ethical guidelines of conduct and com-

www.corporate.man.eu under the “Investor Relations” head-

pliance requirements are described in its Code of Conduct.

ing. This refers, in particular, to the following information:

It is available on our website at

www.corporate.man.eu

under the “Compliance & Risk” heading. The Code of Con In accordance with Article 19 of Regulation (EU)

duct lays down binding principles of conduct that embody

No. 596/2014 of the European Parliament and of the

core rules and minimum standards for all employees of

Council of 16 April 2014 on Market Abuse (Market

the MAN Group. The goal is to provide all employees with

Abuse Regulation), persons discharging manage-

guidance on legal and ethical challenges in their daily

rial responsibilities, as well as persons closely associ-

work and to promote proper conduct. In particular, the

ated with them, must report dealings in MAN shares

Code of Conduct includes a clear commitment to free

and related financial instruments to the issuer and

and fair competition. Anticompetitive conduct and cor-

to the Bundesanstalt für Finanzdienstleistungsauf-

ruption of any kind are prohibited. The provisions of the

sicht (BaFin — German Federal Financial Supervisory

Code of Conduct are set out in greater detail, for exam-

Authority) without undue delay. No transactions were

ple, in the following Group policies: the policy on handling

reported in fiscal year 2018.

gifts, hospitality, and invitations to events, the policy on
engaging business partners with an intermediary and/or
representative function, the policy on handling donations
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and sponsoring measures, the policy on compliance with
antitrust regulations, the policy on case management and
compliance investigations, the policy on handling per-

Working practices of the Supervisory Board
committees

The Supervisory Board established two committees — the

sonal data, and the policy on preventing money launder-

Presiding Committee and the Audit Committee — on

ing and terrorism financing.

which shareholders and employees must be represented
equally, with three representatives in each case, as well

In addition, the Executive Board, employee representa-

as the Nomination Committee, which consists solely of

tives, and MAN SE’s international labor union network

shareholder representatives.

signed an international framework agreement in March
2012 under which MAN has committed itself to safeguard-

The main role of the committees is to prepare Supervisory

ing basic human rights and employee rights applicable all

Board resolutions. In some cases, the Supervisory Board’s

around the world. The goal of the agreement is to provide

decision-making powers or tasks are transferred to com-

a reliable minimum standard that all of the MAN Group’s

mittees. The Nomination Committee is tasked with iden-

employees worldwide can refer to and that creates ethi-

tifying candidates for Supervisory Board positions and

cal foundations for actions taken by MAN companies and

recommending suitable candidates to the Supervisory

employees.

Board as the latter’s proposals for election at the Annual
General Meeting. In this capacity, the shareholder repre-

In addition to complying with core ethical rules for the

sentatives on the Presiding Committee act as the Nomi-

MAN Group’s own employees, MAN expects suppliers

nation Committee.

and business partners, as well as their employees, to act
responsibly and to comply with the applicable laws at all

As a rule, the Presiding Committee meets before every

times and everywhere. To this end, MAN has issued its own

Supervisory Board meeting. The Audit Committee meets

Code of Conduct for Suppliers and Business Partners and

before the Supervisory Board financial statements meet-

translated it into 16 languages. This document is also avail-

ing in connection with the preparation of the annual

able on our website at

financial statements, and in connection with the interim

www.corporate.man.eu

under the

“Compliance & Risk” heading.

(3)	Working practices and composition of the
Executive Board, Supervisory Board, and
committees
The composition of the Executive Board, the Supervisory Board, and the Supervisory Board committees can
be found in the Notes to the Consolidated Financial
Statements.

financial statements. The Presiding Committee and the
Audit Committee may also convene additional meetings
as needed.
Please refer to the Report of the Supervisory Board for
further information on the duties performed by its
committees.

(4) Target for percentage of women
Pursuant to section 111 (5) of the AktG, the Supervisory

Please refer to the Corporate Governance Report under (1)

Board has again set a target of 0% for female members of

for information on the working practices of the Executive

the Executive Board in the period from January 1, 2017, to

Board and the Supervisory Board.

December 31, 2021.

The Executive Board does not have any committees.

Pursuant to section 76 (4) of the AktG, the Executive
Board of MAN SE has likewise set the following goals for
females in the two management levels directly below
the Executive Board in the period from January 1, 2017, to
December 31, 2021:
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REPORT ON RISKS AND OPPORTUNITIES
(INCLUDES REPORT IN ACCORDANCE WITH SECTION 289 (4) OF THE HGB)

Managing risks and opportunities is an integral part of
corporate management and business processes. In 2019,
the focus will be on market risk.

Company-wide risk management system

propriety and reliability of the financial reporting, and
legal compliance. The MAN compliance management sys-

Operating a business entails constant exposure to risks.

tem addresses white-collar crime (especially combating

The MAN Group defines risk as the danger that events

corruption, preventing money laundering, and terrorism

or decisions and actions will prevent the Company from

financing) and antitrust law issues. To this end, MAN devel-

achieving defined goals and/or successfully implementing

oped a Group-wide integrity and compliance program that

strategies. The Company consciously assumes risks with

prevents or uncovers compliance violations as quickly as

a view to exploiting market opportunities if it expects

possible and deals with these promptly and efficiently.

this to contribute sufficiently to increasing its enterprise
value. As a basic principle, risks that could jeopardize the

Due to the sale of Power Engineering effective the end of

Group’s continued existence may not be entered into or,

December 31, 2018, the related operating risks are no lon-

if unavoidable, must be minimized by taking appropri-

ger part of the MAN Group’s risk profile. As a result, risks

ate measures. This requires an effective risk management

in the two-stroke engine business in the market risk field,

system that is tailored to its business needs and quickly

risks from long-term customer contracts in the product

provides the information necessary for its management.

risk field, and risks from long-term construction contracts
in the process risk field are no longer included.

The MAN Group’s risk management system is an integral
part of its corporate management and business processes.
The core elements of the system are corporate planning

Risk management organization

(including the intrayear review process), opportunity and

Overall responsibility for setting up and maintaining an

risk management, Volkswagen AG’s standard governance,

appropriate and focused risk early recognition system lies

risk, and compliance management process (standard GRC

with MAN SE’s Executive Board, which has defined the

process), the internal control system, and the compliance

scope and focus of the risk management and internal con-

management system.

trol system based on the Company’s specific requirements.
The Group Policy entitled “Central Risk Management of

One of the objectives of corporate planning is to identify

the MAN Group” (“Group Policy”) provides the frame-

and assess opportunities and risks at an early stage so that

work for a common understanding of the risk manage-

appropriate measures can be taken. Opportunity and risk

ment system throughout the Group and contains guide-

management is configured at all levels of the Group to

lines on organizational structure, processes, and reporting.

quickly provide up-to-date and relevant information on

Divisional management is responsible for ensuring that

the status of significant event-related risks and opportu-

all Group companies are integrated into the opportunity

nities and the efficacy of the measures taken. The stan-

and risk management and internal control systems in

dard GRC process covers the main recurrent systemic risks

accordance with the Group Policy. Inclusion in the stan-

inherent in the respective business model. In addition, the

dard GRC process is subject to Volkswagen AG’s material-

risk management and control measures taken are docu-

ity criteria, among other conditions. Compliance with the

mented and their efficacy is tested at management level.

requirements of the risk management system is verified

The internal control system focuses on monitoring and

by the Corporate Audit function.

managing risks in a targeted manner, particularly those
with regard to the efficacy of business processes, the
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Organizational structure

The annual standard GRC process has five main process

The Governance, Risk & Compliance function of MAN SE

steps, which follow on from each other in a circular struc-

is responsible for the Central Risk Management System of

ture. The scoping phase is aimed at identifying the compa-

the MAN Group. The organizational structure of the risk

nies to be incorporated into the standard GRC process in

management and internal control system is based on the

accordance with specified criteria. Relevant systemic risks

MAN Group’s management hierarchy. Roles and responsi-

are assessed, taking countermeasures into account, i.e., as

bilities and committees have therefore been put in place

part of a net assessment on the basis of the expected prob-

both at Group level and in the divisions. The MAN Group’s

ability of occurrence and various (financial and nonfinan-

divisions and material companies have officers respon-

cial) risk criteria. The documentation of countermeasures

sible for opportunity and risk management, the inter-

and management controls and the review of their effec-

nal control system, and the standard GRC process. These

tiveness are also part of the standard GRC process. Any

ensure that the processes set out in the Group Policy are

weaknesses identified in this process are reported and the

implemented. They also play a part in the continuous

measures to rectify them are tracked.

development and improvement of the risk management
system. At both the division and Group levels, cross-

The divisional GRC boards assess the current risk position

functional GRC boards have been set up to act as central

by discussing and comparing key risks and opportunities

supervisory, management, and oversight bodies for the

as well as by monitoring measures and reviewing their

risk management and internal control system.

effectiveness. The MAN Group’s GRC Board then assesses
the Group’s risk position on the basis of these key risks

Opportunity and risk management processes and

and opportunities and resolves measures to manage and

The quarterly standard opportunity and risk management

measures.

standard GRC process

mitigate risk. Discussion focuses on the risk causes and

process contains identification, measurement, management, monitoring, and communication phases. In this

In addition, the risk management system is continually

context, risks and opportunities are classified as either

enhanced to reflect changed conditions and to further

short-term, i.e., up to the end of the fiscal year, or as long-

increase its efficacy across all levels of the Company.

term, i.e., up to five years. They are assessed in terms of
their probability of occurrence and impact on a gross
and net basis, with the net assessment factoring in any

Reporting

The risk position, consisting of opportunities and risks,

implemented measures that mitigate the risk in ques-

systemic risks (reported annually), and the appropri-

tion. The projected operating profit of the relevant orga-

ate risk management measures, as well as material con-

nizational unit is used to evaluate the materiality of such

trol weaknesses and measures to rectify such weaknesses

a net assessment. Risk managers in the divisions define

are reported in the GRC boards to the divisional execu-

and implement risk mitigation measures and review their

tive boards and the Executive Board of MAN SE on a quar-

efficacy. Uniformly defined risk fields allow the Group to

terly basis. In addition, at the meetings of its Audit Com-

promptly identify and actively manage any concentration

mittee, the Supervisory Board is regularly briefed on the

of risk.

MAN Group’s risk position and on the effectiveness of the
Group’s internal control system.
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Accounting-related risk management and
internal control system

The key elements of risk management and control in

As a rule, opportunity and risk management, the internal

of financial statements, transparent requirements in the

control system, and the standard GRC process also com-

form of guidelines for accounting and preparing finan-

prise both accounting-related processes and all risks and

cial statements, appropriate rules governing access to the

controls with respect to financial reporting as their inte-

IT systems that are relevant for the financial statements,

gral components. This relates to all parts that could have a

and the clear assignment of responsibilities when using

significant effect on the consolidated financial statements.

external specialists. The dual control principle and the

As part of opportunity and risk management and the stan-

separation of functions are also important principles in

dard GRC process, the impact of any risks identified on the

the accounting process and are implemented within the

consolidated financial statements is assessed and appro-

MAN Group’s internal controls.

financial reporting in the MAN Group are the clear allocation of responsibilities and controls in the preparation

priate risk management and control measures are taken.
The effectiveness of accounting-related internal controls
The internal controls focus on limiting the risks of mate-

is assessed at least once a year, primarily during the prepa-

rial misstatement in financial reporting and risks arising

ration of the financial statements. Identified control weak-

from noncompliance with regulatory standards or from

nesses and agreed measures to rectify them are covered

acts of deception, as well as on minimizing operational/

in the quarterly report in the GRC Board. In addition, the

economic risks (e.g., threats to assets as a result of unau-

Corporate Audit function assesses the propriety and secu-

thorized operational decisions or obligations entered into

rity of accounting-related internal controls and the corre-

without authorization). Accounting-related controls must

sponding management and monitoring processes.

provide sufficient assurance that the Group accounting
process is reliable and complies with IFRSs, the HGB, and

The internal control system is regularly reviewed with

other accounting-related rules and laws.

regard to the completeness, appropriate design, and effectiveness of the existing controls with the aim of ensuring

The MAN Group has structured its existing internal con-

compliance with existing regulations that are aimed at

trol system and documented it uniformly throughout the

reducing process-related and organizational risks at all lev-

Group in accordance with the recommendations of the

els of the MAN Group.

Committee of Sponsoring Organizations of the Treadway
Commission (COSO) to allow it to systematically assess
the effectiveness of its internal controls. The documenta-

Opportunities and risks

tion covers all standard business processes, including the

Significant opportunities and risks that may have an

processes relevant for preparing the financial statements

impact on the MAN Group’s net assets, financial position,

together with the necessary controls, as well as controls

and results of operations are classified into five risk fields:

relating to any identified business-specific risks. The scope

markets, products, processes, employees, and finances.

of the documentation is determined by those companies
that are significant for the consolidated financial statements or exposed to increased risk due to qualitative characteristics. It is reviewed annually on the basis of defined
criteria.
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Markets

Overall, we do not expect a global recession in 2019. Due to

In the medium to long term, the MAN Group sees oppor-

the risk factors listed, however, the possibility of a decline

tunities for all divisions to achieve profitable growth in

in global economic growth or a period of below-average

the transportation markets. The underlying global eco-

growth rates cannot be ruled out.

nomic trends are expected to continue. In particular, these
include continued, albeit moderate, economic growth,

Forming part of the capital goods industry, MAN is addi-

value chains based on an international division of labor,

tionally exposed to fluctuations in the investment climate.

and the resulting high level of global transportation vol-

Even small changes to growth rates, growth forecasts, and

umes. MAN continuously works on leveraging these mar-

government investment incentives can lead to significant

ket opportunities worldwide as part of its strategy.

changes in the demand for capital goods in the markets
relevant for the MAN Group, or orders being canceled.

In our view, volatility on the financial markets, increasing

Among other things, flexible production concepts and cost

protectionist tendencies, and structural deficits are the

flexibility through temporary work, flextime accounts,

main risks to the continued growth of the global economy.

short-time working, and the option of structural adjust-

They pose a threat to growth in some advanced economies

ments enable MAN to counter economic sales risks. Struc-

and emerging economies. The transition from an expan-

tural adjustments may involve substantial nonrecurring

sionary to a more restrictive monetary policy worldwide

expenses.

also harbors risks in the overall economic environment.
Private and public sector debt remain high in many places;

The macroeconomic environment may also give rise to

this hinders growth prospects and can trigger negative

opportunities for MAN if actual developments differ from

market reactions. Declining growth in key countries and

expected developments in a positive way.

regions often has an immediate impact on the state of the
global economy and therefore poses a central risk. In par-

Further risks result from the possibility that protection-

ticular, the United Kingdom’s departure from the EU in a

ist efforts, minimum local content requirements for the

“no-deal” Brexit and other trade policy measures such as

proportion of domestic production in individual coun-

tariffs would have a negative impact.

tries, and changes in competitive conditions in the
MAN Group’s sales markets may have an adverse effect on

Economic growth in some emerging economies is over-

projected growth. In particular, the failure to achieve the

shadowed, in particular, by dependence on energy and

required degree of localization may result in additional

commodity prices and capital imports, as well as by

import duties or penalties. Furthermore, the MAN Group

socio-political tensions. Corruption, inadequate govern-

is subject to competitive and price pressure in a number

ment structures, and a lack of legal certainty also give rise

of markets, which may lead to a deterioration in the profit

to risks.

margins that can be achieved.

Geopolitical tensions and conflicts are another signifi-

Changes in legislation, taxes, or customs duties, or in envi-

cant risk factor for the growth of individual economies

ronmental regulations in individual countries may also

and regions. Local trends can also impact the global econ-

entail risks to MAN. MAN continuously monitors and

omy due to the high level of interconnection. An escala-

assesses the economic, political, legal, and social environ-

tion of the conflicts in Eastern Europe, the Middle East, or

ment so that the resulting opportunities and risks can be

in Africa could distort the energy and commodity mar-

promptly incorporated into corporate decisions.

kets around the world and intensify migration trends, for
example. Additional economic strain could result from
an intensification of the situation in East Asia. The same
applies to armed conflicts, terrorist activities, or the spread
of infectious diseases, which could lead to unexpected
market reactions in the short term.
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Products

tightened the Commission’s proposal and increased the

As a leading supplier of advanced technology, it is the

CO₂ reduction targets to 20% by 2025 and 35% by 2030.

MAN Group’s mission to develop and launch technologi-

The position of the Environment Council, consisting of the

cally superior and highly cost-effective products that are of

EU environment ministers, issued at the end of December

outstanding quality. Abandoning this mission would pose

2018 largely follows the Commission’s proposal, especially

an unjustifiable risk to MAN’s market position. During

with regard to the reduction targets of 15% by 2025 and

the product development phase, there is a considerable

30% by 2030. There will be further negotiations in early

risk that budgeted costs will be exceeded. The rollout of

2019 between the European Council, the European Par-

new products involves both conceptual and market risks,

liament, and the European Commission as part of the tri-

which MAN manages through a careful strategic plan-

alogue procedure before the details of the CO₂ rules for

ning process based on an analysis of trends in the market

heavy-duty trucks are finalized. MAN Truck & Bus already

and business environment. The resulting product plans

started to plan its product portfolio for the future in order

are used to manage our extensive research and develop-

to be able to react to the corresponding thresholds. Exam-

ment activities. One example of this is MAN Truck & Bus’s

ples include the electrification of city buses and trucks for

electrification strategy. The company presented a concept

distribution transportation as well as the development of

study of the CitE, a fully electric delivery truck for inner-

other options to cut carbon emissions across the entire

city distribution transportation, at the IAA Commer-

fleet by optimizing conventional drive types, developing

cial Vehicles trade show in Hanover in September 2018.

fuel-saving components, and zero-emission vehicles.

MAN Truck & Bus also delivered the first electric trucks
to nine partners of the Austrian Council for Sustainable

Products that have already been launched pose a risk in

Logistics for practical testing.

relation to the product quality expected by customers.
Substandard quality may result in manufacturer’s guar-

MAN manages risks arising from changes to environmen-

antee, statutory warranty, and ex gratia repair costs as well

tal regulations such as the tightening of emission stan-

as the loss of market share or lower product margins. In

dards by expanding its product portfolio as appropriate

extreme cases, product liability and compensation claims

and modifying existing products or production processes.

may be made. The MAN Group starts to identify and limit

This can lead to increased expenses.

these risks right from the product gestation stage. A standardized product gestation process (PGP) ensures that

Starting in 2019, manufacturers of heavy-duty trucks in

only properly functioning and reliable product concepts

the European Union must meet new requirements for

move on to the next stage of development. Nevertheless,

CO₂ measurement and monitoring. This also includes

quality risks and unplanned cost overruns may arise in the

reporting CO₂ emissions to EU authorities by means of a

course of new product startups. Suppliers and their prod-

standardized methodology called VECTO (Vehicle Energy

ucts are required to undergo a strict approval process in

Consumption Calculation Tool). In addition, in May 2018

order to safeguard the Company’s high quality standards.

the European Commission published a draft proposal to

After production has started, defined quality assurance

reduce CO₂ emissions for heavy-duty trucks with a gross

measures within the production process ensure that man-

vehicle weight of more than 16 tons. The draft proposes a

ufacturing defects are promptly identified and eliminated.

two-stage reduction in greenhouse gas emissions in order

During use, any defects are collected, analyzed, and recti-

to reach the targets set out in the Paris climate agreement.

fied in collaboration with the service establishments.

Based on the emission figures from 2019, the aim is to
reduce emissions for heavy-duty trucks over 16 tons by 15%
up to 2025 and by 30% up to 2030. The current proposal
also contains penalty payments if the limits are exceeded.
In November 2018, the European Parliament further
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During the industrial manufacturing of our products, acci-

The MAN Group is involved in various legal disputes and

dents or technical faults in production facilities may cause

legal proceedings in connection with its Group-wide busi-

hazardous substances to contaminate water, soil, and air.

ness activities. These give rise to risks, some of them con-

We have taken a variety of preventive and detection mea-

siderable. In each case, MAN reviews the legal situation,

sures to counter this. They include preventive plant main-

with the support of external legal advisers as appropriate,

tenance and servicing, regular checks by qualified person-

to defend itself against unjustified claims or assert its own

nel, on-site inspections, risk avoidance plans, hazardous

claims. See “Litigation” for further details.

substance management, and plant fire departments.
The MAN Group’s business processes are intensively supThe MAN Group’s international presence and large num-

ported, and in some cases enabled, by information tech-

ber of products and services create a diversified economic

nology. Besides improving efficiency, this also gives rise to

base that offsets the risks of dependence on key custom-

risks. Parts of the infrastructure may fail as a result of acci-

ers or individual products and markets. However, this also

dents, disasters, technical faults, or cyberattacks, thereby

exposes the Group to risks arising from breaches of MAN

impairing business processes or bringing them to a com-

patents by third parties, or the unauthorized disclosure

plete standstill. There is also the risk of unauthorized

of company-specific MAN expertise by third parties. MAN

access, theft, or the destruction or other misuse of busi-

therefore monitors the sales markets and takes legal steps

ness data and information. The resulting financial dam-

to protect the Company’s expertise if necessary.

age and loss of image may affect individual MAN companies or even the entire MAN Group. In order to ensure

At MAN Truck & Bus, buyback obligations pose a risk if the

the availability, integrity, and confidentiality of informa-

amount obtainable from the future sale of a used vehicle

tion so as to mitigate and prevent risk, MAN uses a risk-

in the market changes significantly from expectations at

based information security management system, as well

the time the contract was concluded. In cases where guar-

as a combination of the latest hardware and software tech-

antees or guarantee obligations form an integral part of

nologies, effective IT organizational mechanisms, and a

the customer contracts, there is a risk that an unjustified

continuously enhanced IT-related internal control sys-

claim will be made. This risk is combated by formulating

tem. The centralization and selective sourcing of IT tasks

contracts carefully.

and the systematic introduction of IT service management processes in accordance with the ITIL (IT Infrastruc-

Processes

ture Library) standard for the organization of IT processes

The MAN Group considers the continual optimization

help ensure that business processes are efficiently sup-

of its development, purchasing, production, sales, and

ported. By organizing information security on the basis

administration processes to be an ongoing task in order

of the internationally recognized ISO 27001 standard, the

to enhance the efficiency of these processes and to counter

MAN Group has significantly improved the transparency

the cost risks in these areas. For example, it operates a

and reliability of its IT processes and IT infrastructure.

preventive and continuous supplier monitoring system
to identify risks from delivery delays or supplier defaults

When the General Data Protection Regulation (GDPR) took

at an early stage and to mitigate the effects. It also works

effect, the requirements for processing personal data and

vigorously and systematically to improve underlying pro-

documenting how personal data is handled grew mas-

cesses with an eye toward optimizing working capital

sively. MAN tackles these challenges with the help of its

employed.

established and further reinforced data protection organization, an integrated data protection management system, as well as concrete GDPR implementation projects
that also entail comprehensive communication and training measures. Despite corresponding precautions and
control measures, however, it cannot be fully ruled out in

To O u r S h a r e h o l d e r s

Combined Management Report
Report on Risks and Opportunities

Consolidated Financial Statements

Further Information

the area of data protection that misconduct by individ-

A breach of laws or regulations by employees or manag-

ual employees or external attacks lead to data protection

ers, either intentionally or as a result of gross negligence,

breaches. There is also a risk that, following inspections by

would expose the MAN Group to considerable risk. MAN’s

data protection supervisory authorities, it will be neces-

compliance management system employs a wide range

sary to implement improvements or that individual com-

of measures to manage risks relating to corruption, anti-

panies of the MAN Group will be fined.

trust law, money laundering, and terrorism financing. In
particular, these include the Code of Conduct, compli-

The internal control system plays a key role in all business

ance policies and training, the Compliance Helpdesk, the

processes, including the accounting process. It is focused

“Speak up!” whistleblower portal, and regular compliance

on ensuring compliance with the relevant regulations and

risk assessments and communication measures.

helping to reduce risks and thus protect assets.
Employees

Finances

Because of its business activities and international nature,

Specialist employee training is an important concern for

the MAN Group is exposed to considerable market, liquid-

MAN as a company. Unique selling points that set a com-

ity, and credit risk. It manages these risks — which also rep-

pany apart from the competition can only be achieved

resent opportunities due to market fluctuations — using a

with first-class products and a customer-specific offer-

Group-wide financial risk management system. Risks also

ing of product-related services. The opportunities for the

result from changes in value recognized in profit or loss

MAN Group lie in the ongoing specialist training of all its

from investees and pension obligations.

employees around the world, from vocational trainees
to executives. They are fundamental to sustained, trust-

Market risk comprises currency, interest rate, and com-

based customer relationships with repeated business suc-

modity price risk. If MAN companies carry out trans

cess in all markets.

actions in a currency other than their functional currency,
they are exposed to currency risk. The MAN Group there-

Through the MAN Academy, we ensure the same skills

fore largely hedges currency risk arising from contracts,

and quality standards in vocational training and human

receivables, and liabilities, and partly hedges currency risk

resources development as well as in training for vocational

arising from forecast transactions. The inclusion of sub-

groups.

sidiaries or associates in countries outside the eurozone
in the consolidated financial statements represents a risk

International training and development on offer have

as a result of currency translation. As a general rule, MAN

a positive impact on customer satisfaction, quality, and

does not use derivatives to hedge these translation risks.

sales revenue in all divisions.

Interest rate risk results from interest rate-sensitive assets
and liabilities. The goal of interest rate risk management

MAN is actively monitoring the changes in the workplace

is to largely reduce these risks through the use of deriv-

and any new technical expertise requirements resulting

ative financial instruments. Furthermore, the manufac-

from the digitalization of working processes. The first new

ture of the MAN Group’s products requires commodities.

offerings for employees have already been developed for

Price trends on the commodity markets or price escala-

this purpose. For example, the MAN Future Lab offers the

tion clauses in supplier contracts may entail commodity

employees a holistic approach to an innovative working

price risks. These risks are managed through long-term

world.

supplier contracts, price escalation clauses in customer
contracts, and targeted commodity price hedging in the
banking market.
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Liquidity risk describes the risk that the MAN Group will

Further information can be found in note (17) in the Notes

have difficulty in meeting obligations associated with

to the Consolidated Financial Statements.

financial liabilities. To ensure liquidity, cash inflows and
outflows are continuously monitored and managed. In

In order to reduce the financial risks inherent in defined

addition, changes in the MAN Group’s liquidity are moni-

benefit pension plans, and in some cases as a result of legal

tored using a detailed financial plan. Where permitted by

regulations, the MAN Group’s defined benefit obligations

law, financial management for the operating units is per-

are largely funded through pension plan assets that are

formed centrally, to a large extent using a cash pooling

ring-fenced from its business assets. Further information

process. For external financing purposes, the opportuni-

can be found in note (26) in the Notes to the Consolidated

ties available on the financial market are tracked continu-

Financial Statements.

ously so as to ensure the MAN Group’s financial flexibility.
Its integration into the Volkswagen Group also enables the

The MAN Group’s planning is based on the assumptions

MAN Group to draw on intragroup financing.

made by the MAN Group’s management. These assumptions relate to business developments or other external

The MAN Group is also exposed to credit risk. This is the

factors that are difficult to predict or cannot be influenced

risk that a party to a contract will fail to meet its contrac-

by MAN, as well as measures, some of which still have to be

tual obligations as a result of its own financial situation or

implemented. There is therefore a risk that the planning

the political environment, thereby causing a financial loss

assumptions may be incomplete or incorrect, and that a

for the MAN Group. This country and counterparty risk

variance between the planned and actual outcome may

is reduced through the careful selection of business part-

arise. Opportunities for MAN could materialize if actual

ners, through appropriate contractual and payment terms,

developments differ from expected developments in a

and through guarantees and documentary credits. In addi-

positive way.

tion, a central cash management function and limit allocation system are used to distribute investments of cash
funds across multiple prime-rated financial institutions.

Executive Board’s assessment of the Group’s risk
and opportunity position

Due to the sale of Power Engineering effective DecemFurther information on market, liquidity, and credit risk

ber 31, 2018, the related operating risks are no longer part

management can be found in note (35) in the Notes to the

of the MAN Group’s risk profile. As a result, risks in the two-

Consolidated Financial Statements.

stroke engine business in the market risk field, risks from
long-term customer contracts in the product risk field, and

The MAN Group is exposed to a risk of impairment

risks from long-term construction contracts in the process

affecting profit or loss if there are indications that

risk field are no longer included.

equity-method investments are impaired.

To O u r S h a r e h o l d e r s
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As in the previous year, market risk continues to outweigh
the other risk fields in the short-term risks. There have

Consolidated Financial Statements

Further Information

Litigation/legal proceedings

been no significant changes to the overall risk position.

In 2011, the European Commission launched an antitrust

There has been no change in the relative importance of the

investigation into suspected antitrust violations in the

individual risk fields compared with the previous year. As

European commercial vehicles business and sent MAN

in the previous year, the market risks are risks in margin

and all other commercial vehicle manufacturers affected

and unit sales development, as well as uncertainty in the

the statement of objections in November 2014, inform-

relevant markets. Among financial risks, future currency

ing them of the allegations brought forward against them.

developments are also an area of significant uncertainty,

With its settlement decision in July 2016, the European

as in the previous year. In the same way as in the previous

Commission imposed penalties on five European commer-

year, product-related risks primarily include excess costs

cial vehicle manufacturers for “collusive arrangements

in product and new product development. Also as in the

on pricing and gross price increases in the European Eco-

previous year, the main process-related risks arise from

nomic Area […] and the timing and the passing on of the

legal disputes. As before, risks in the employee risk field

costs for the introduction of emission technologies for

are of minor significance. The opportunities identified

medium and heavy trucks required by EURO 3 to 6 stan-

may be able to only partially offset the risks. With regard

dards” from January 17, 1997, through January 18, 2011 (for

to the risks reported on in the MAN Group’s GRC Board,

MAN: until September 20, 2010). MAN’s fine was waived

the Executive Board is convinced that there are no major

in full because it had notified the European Commission

risks in the divisions that are not covered individually or

about the irregularities as a whistleblower.

overall by the projected operating profit on the basis of
the net assessment performed. This also applies to risks

A number of direct or indirect customers who purchased

for which a higher gross impact was calculated since risk

or leased trucks have initiated or joined court proceedings,

mitigation measures were taken for these or their proba-

inter alia, against one or more MAN companies, which are

bility of occurrence was assumed to be low.

addressees of the 2016 decision and/or other MAN Group
companies, in various jurisdictions. As is the case in any

On the basis of the risk management system established

antitrust proceedings, further lawsuits for damages may

by the MAN Group, the Executive Board has determined

follow.

that, at the present time, there are no identifiable risks that
could have a material and long-term adverse effect on the

These proceedings vary considerably in scope: while

net assets, financial position, and results of operations of

some plaintiffs may have only purchased a single truck,

the MAN Group. The risk management system introduced

other cases concern a multitude of trucks. Other custom-

by the Group and the related organizational measures

ers may have assigned claims to so-called claim vehicles

allow the Executive Board to identify risks rapidly and

which “bundle” possible damages claims of various cus-

initiate appropriate measures. Given the uncertainty

tomers into a single claim, or may have joined a claim as

surrounding developments in some areas, activities in

co-plaintiffs. The vast majority of proceedings are still in

2019 will continue to focus on market risk management.

the early stage.

53

54

MAN 2018 Annual Report

In three proceedings, the Regional Court of Hanover ren-

MAN SE. The court has commissioned an expert to assess

dered “judgments on the merits of the claim” (Grund

if, and to what extent, the conduct may have caused dam-

urteile) without resolving the issue of whether any dam-

ages to the plaintiff. The judgment is appealable.

ages were, in fact, sustained. In all three cases, the MAN
defendant has appealed the judgments to the compe-

The Brazilian tax authorities initiated tax proceedings

tent Higher Regional Court (Oberlandesgericht) Celle.

against MAN Latin America with regard to the assess-

Most recently, the Regional Court of Dortmund dismissed

ment of the tax effects of the acquisition structure cho-

a claim against MAN for lack of substantiation for the

sen in 2009 for MAN Latin America. In December 2017,

alleged damages claims.

an administrative court ruled against MAN Latin America
following an appeal. MAN Latin America took legal action

Outside of Germany, proceedings for purported damages

against this ruling by recourse to regular courts in 2018.

in relation to the Trucks case have been initiated against

Because of the potential range of punitive surcharges

MAN, inter alia, in Austria, Belgium, France, Hungary, Ire-

plus interest that may be applied under Brazilian law, the

land, Italy, Northern Ireland, Norway, and Spain. By way

best estimate of the risk in the event that the tax author-

of example, a number of proceedings of claim vehicles,

ities are successful in asserting their position entails a

combining purported damages claims of numerous cus-

degree of uncertainty. Nevertheless, a positive outcome

tomers who assigned their claims to the respective claim

is still expected for MAN Latin America. In the event of an

vehicle, are currently pending in the Netherlands. Fur-

adverse outcome, the risk for the total contested period

thermore and apart from a small number of individual

starting in 2009 could be approximately €683 million.

claims, there are two applications for certification of class

This assessment is based on the accumulated amounts

actions in England: one by the Road Haulage Association,

at the reporting date for the claimed tax liability includ-

which was addressed, inter alia, against MAN, and one by

ing the potential expected punitive surcharges, as well as

UK Trucks Claim Limited, which had not been addressed

accumulated interest, but excluding any future interest,

against MAN, but in which MAN has intervened. In either

and without discounting any cash flows.

case, the classes have not yet been certified. Another application for certification of a class action against the five

In addition to the issues described above, MAN is involved

addressees of the 2016 decision as well as Scania is cur-

in various legal disputes and legal proceedings in connec-

rently pending in Israel before the District Court of Lod.

tion with its Group-wide business activities. Although any

Again, the class has not yet been certified.

negative decisions in such cases could have a material
effect on the Company’s results in a particular reporting

In Spain, six claims have been dismissed or the proceed-

period, MAN does not believe that they could have a mate-

ings have been abandoned or closed. None of these deci-

rial adverse effect on its net assets, financial position, and

sions have been appealed in substance for now. In Hun-

results of operations. MAN does not tolerate compliance

gary, four judgments have been passed dismissing the

violations. Neither corruption nor breaches of competi-

respective claims of clients due to lack of jurisdiction of

tion law are tolerated, encouraged, or accepted by MAN.

the Hungarian court. All four decisions have been overturned by the second instance court. In Norway, the Oslo

No disclosures in accordance with IAS 37 (Provisions, Con-

District Court confirmed its jurisdiction to hear the claims

tingent Liabilities and Contingent Assets) are made on cer-

of Norwegian claimants against all five addressees of the

tain legal disputes if the Company concludes that these

2016 decision. All truck manufacturers appealed this

disclosures could seriously prejudice the outcome of the

decision.

legal proceedings in question. At the present time, the
MAN Group does not expect these proceedings to have

In Belgium, the Commercial Court of Ghent has rendered

any material adverse effect on its net assets, financial posi-

a judgment on the merits by which it rejects liability of

tion, and results of operations.

Belgian MAN Truck & Bus N.V. for conduct in connection
with the Trucks case, but in principle accepts liability of

