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Registered Letter / Advice of Delivery

Securities and Exchange Commission
Office of International Corporate Finance

X Account No.: 360 096 10
Washington D.C. 20549 BIC Code: HYES DE 3E

United States

Bank Details:
Room 3099 A E 3K & } Deutsche Bjndcsbank
450 Fifth Street, NW @b T Filiale Essen

Commerzbank AG
Bank Code 360 400 39
Your ref. Your message Qur ref. Extension Essen Account No.: 177 64 75

UM -486 17.03.05

File No. 824883 — [Frequent Issuer Status of

Fopeen L K AG RUREAND

05008853
Dear Sir or Madam,
Please find enclosed Essen Hyp’s website as of February 28, 2005
(English version) and the Press Release as of March 7, 2005 (German and
English versicon).
We send you this information in order to fulfill our obligations for the
frequent issuer status of Hypothekenbank in Essen AG / Germany. FRQ@ESSED
/
We would be obliged if you could confirm that you have received this MAR 3 I 2003 z
information by returning the enclosed answer form to us. THOMSON
FINANCIAL

Thank you very much for your assistance.

Yours faithfully,@ W 7/[ m C@_(g
Hypothekenbank in Essen Q} (5 6

Aktiengesellschaft

Hypothekenbank in Essen Supervisory Board: Board of Managing Directors:
Aktiengesellschaft Andreas de Maiziére Hubert Schulte-Kemper (Chairman)
HRB (Register of Companies) 7083 (Chairman) Michael Frohner

Amtsgericht (Local Court) Essen




A 1 1 4
"V

HYPOTHEKENBANK IN ESSEN AG

Press release of Hypothekenbank in Essen AG as of

Essen Hyp and Dr. Helmut Kohl in Moscow

As one of the major issuers of Jumbo and Global Pfandbriefe worldwide, Essen Hyp taps the
international capital markets to refinance its business activities. Our bank thus makes an important
contribution to establishing the Pfandbrief as a promising investment opportunity. The success of

our efforts is confirmed by the top ratings awarded by the international rating agencies.

Aiming to further improve Essen Hyp’s excellent investor relations, Mr. Hubert Schulte-Kemper,
Chairman of the Board of Managing Directors, gave a presentation on Hypothekenbank in Essen
AG to some 300 investors in the Metropol Hotel Moscow last Thursday. He was accompanied by
the former Chancellor of the Federal Republic of Germany, Dr. Helmut Kohl, whose speech was

entitied “The future lies in cosmopolitanism and Europe.”

Dr. Helmut Kohl was particularly pleased about the warm welcome. His audience did not allow him

to leave the stage at the end of his speech, celebrating him with prolonged applause.

“QOur successful series of roadshows with Dr. Helmut Kohl started in Europe as early as 2003. We
then continued in New York and Boston, which shows the extent of our international investor
base,” Mr. Schulte-Kemper emphasized. The Moscow roadshow last night marked the end of the
“Tour de Kohl”. Essen Hyp’s next roadshow presentation at the beginning of May will head for

Asia. However, this roadshow will only be accompanied by a small team from Essen Hyp.

Prior to this event, Essen Hyp will present its 2004 business results and give an overview of the

activities planned for 2005 on the occasion of its traditional Annual Reception on March 17, 2005.

Your contact for additional information:
Hypothekenbank in Essen AG

Dr. Kerstin Biitefiihr

Corporate Communications

Tel: +49 201 8135-626

Fax: +49 201 8135-135

E-mail: kerstin.buetefuehr@essenhyp.com

Hypothekenbank in Essen Supervisory Board: Board of Managing Directors:
Aktiengesellschaft Andreas de Maiziére Hubert Schulte-Kemper (Chairman)
HRB (Register of Companies) 7083 (Chairman) Michael Fréhner

Amtsgericht (Local Court) Essen
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HYPOTHEKENBANK IN ESSEN AG

Essen Hyp germeinsam mit Altkanzler Kohl in Moskau

Als erste Adresse fliir Global- und Jumbo-Pfandbriefe nutzt die Essen Hyp die Weltfinanzmarkte zur
Refinanzierung und tragt wesentlich zur globalen Etablierung des Pfandbriefs als zukunftstrachtiges

Anlageinstrument bei. Rating-Agenturen bestdtigen diesen Erfolg mit hervorragenden Ratings.

Um die guten Beziehungen zu pflegen, hatte Hubert Schulte-Kemper, Vorstandsvorsitzender der
Essen Hyp, am vergangenen Donnerstag rund 300 Investoren zum Vortrag von Dr. Kohl und zur
Prisentation der Bank ins Hotel Metropol in Moskau eingeladen. Thema: ,,.Die Zukunft liegt in der
Weltoffenheit und Europa.*

Helmut Kohl freute sich besonders iiber den herzlichen Empfang, den die Géste ihm bereiteten.
Nach seinem Vortrag wollten sie ihn gar nicht mehr von der Biihne gehen lassen — der Applaus
nahm kein Ende.

,,Bereits im Jahr 2003 haben wir unsere sehr erfolgreiche Europa-Roadshow in Begleitung von
Bundeskanzler a. D. Dr. Helmut Kohl begonnen und haben dariiber hinaus auch Station in New
York und Boston gemacht. Dies ist ein Indiz fiir unsere international ausgerichtete Investorenbasis®,
so Schulte-Kemper. Mit der Roadshow-Station in Moskau endete gestern die ,,Tour de Kohl“. Die
ndchste Roadshow der Essen Hyp geht Anfang Mat nach Asien, allerdings nur mit einem kleinen

Team der Essen Hyp.

Zuvor wird die Essen Hyp am 17. Mérz auf ihrem traditionellen Jahresempfang ihr Jahresergebnis

2004 préasentieren sowie einen Ausblick auf die geplanten Aktivitdten fiir das laufende Jahr geben.

Ansprechpartnerin filr weitere Informationen:
Hypothekenbank in Essen AG

Dr. Kerstin Biitefithr

Corporate Communications

Tel: 0201/8135 626

Fax: 0201/8135 135

E-Mail: kerstin.buetefuehr@essenhyp.com

Hypothekenbank in Essen Aufsichtsrat: Vorstand:
Aktiengesellschaft Andreas de Maiziere Hubert Schulte-Kemper (Vorsitzender)
HRB 7083 Amtsgericht Essen (Vorsitzender) Michael Fréhner
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Current Financial and Economic Topics January 25, 2005
Dirk Chiench +49 201 8135 442 - dirk.chiench@essenhyp.com %
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Wil structural reforms push Germany into defiation? ié-f
g
In Germery politicians, business leaders or economists who call for wage cuts as a 0
means of cvercoming the stubbornly high German unemployment rates, are no longer %
voices in tre wilderness. Nowadays such proposals barely raise protests, neither in TV
talk shows zor in pub discussions. They have really become the mainsireain view. -
Hans-Werner Sinn, president of the Ifo Institute, one of the largest economic think- @
tanks in Germany, is the most prominent preacher of the alleged fundamental need for i
painful siructural reforms. This Munich economic professor has, in his bestseller "Ist o
Deutschiard roch zu retten?" ("Can Germany be saved?™), listed a set of bitter pills to ®
overcome t~e German economic malaise. His proposals are, among others, that hourly _
wages should be reduced by 10 to 15 percent (for low-skilled workers even by 30 %L;
percent), that employees should work at least 42 hours a week and that collective wage 2

settlemerts should be abolished.

Against the backdrop of the wage restraint in recent years such proposals sounds rather
weird. Given the negative public attitude towards unions plus unions' shrinking
membership, they are no longer in a position to push through adequate wage

settlements.

Hypothexenbank in Essen AG Economic Research 1
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Labor Union Members as a Percentage of all German Employees
% (year-end data)

40

SeJelS pauun

BaJly 0Ing

1991 9992 {993 1904 1995 1996 9997 1998 1999 2000 2001 2002 2003 -

Chart I - Sources: German Confederation of Labor Unions (Deutscher Gewerkschaftsbund), United Services Union

(ver.di - Vereinte Dienstleistungsgewerkschaft), Global Insight and own calculations

Hence, rez! wages and salaries per employee have not risen at all in the last ten years.

Real Wages and Saiaries per Employee
{percent change from the previous year)

1
e . | I

-1

-2

-3

1992 1993 1984 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004(e)

Chart 2 - Sources: Deutsche Bundesbank and own calculations and estimates
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In the third quarter of 2004, unit labor costs in the economy as a whole decreased by
0.4% in querter-on-guarter terms, marking the fifth decline in a row. This corresponds
to a unit labor cost decrease of 1.3 percent, compared with the same quarter in the
previous year.

However, advecates of more painful reforms respond by saying that excessive wage
contracts in the aftermath of reunification are still a heavy burden for Germany's
international competitiveness. In their view, outright wage cuts are necessary to get the
German econcmy back on its feet. But three counter-arguments take the wind out of
the doomszyers' sails.

o First, Germany alrsady has recouped the cost disadvantage that arose following

reunification. As can be seen in Chart 3, German unit labor costs have risen less than

in other curo area member states for the period from 1991 to the third quarter of
2004 (*h's even includes the period of excessive wage seitlements after reunifica-

tion
Index Total Unit Labor Costs in Selected Euro Area Member States
1991=100 (seasonally adjusted quarterly data)
150
145 ~

140 /-/
135 /

e =

120 / /

115 /?AQ’\ M
e

100 F/ﬁy

1991 1982 1993 1994 1985 1996 997 1998 1999 2000 2001 2002 2003 2004 2005

I—Spain ——France —ltaly -———~*Germarm

Chart 3 - Sources: Deutsche Bundesbank, Global Insight, Citigroup and own calculations
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Particuizzly since the launch of the euro in 1999 the German economy has become o

even mcre competitive. Given that since this point in time the conversion rate of —_

the German Mark to the euro remained irrevocably fixed, the advantage of -

. . L S

relatively tamne unit labor costs has not been impaired by currency movements. =

Hence, t2¢ excess in the German trade balance on goods with other euro area o

. . . g @

member states hes almost tripled, increasing from EUR 28 billion in 1998 to an &

—

estimated EUR 80 billion in 2004. 2

m

Trade Balance on Goods with Other Euro Area Member Staates E

(annual averages) o]

Billion >

920 =

o

80 ®

70 -
60
50
40
30
20

. l
0

1990 19881 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004(s)

Chart 4 - Sources: Deutsche Bundesbank and own calculations and estimates

o Second, the bold statement that Germany is not internationally competitive is not
in line with its overall export development. Germany was able to increase its real
exports, on average, by an annual growth rate of around 5% during the last four
years. As a result, in 2003, Germany regained its long-held position as the world
champicn in exports. According to information received from the Federal
Stztistical Office, it is most likely that Germany retained its top ranking in 2004.
But the scaremongers try to talk down this German success story with the strange
statemen: that Germany has evolved into a sc-called “bazaar economy”. By this,
these sceremongers mean that Germany does no more than simply import large
quentities of intermediate goods, assembles them and finally places the label

"Made in Germany"” on the finished export product. But as can easily be seen in

Hypcthekenbank in Essen AG Economic Reseach 4
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Chart 5, real exports have grown faster than real imports in recent years. According
to preliminary figures released by the Federal Statistical Office, Germany's real net
exports, i.e. real exports minus real imports, have risen to EUR 115.2 billion in 2004

and so have registered their highest level since reunification.

Exports and Imports of Goods and Services

Billion (seasonally adjusted quarterly data, at 1995 prices) Billion

220 120

/> 100

. ~ .
160 ////\T\///\ / 60

140 40
120 /fY/ 20
100 0

80 - ‘ * ; . ‘ : -20

1991 932 1993 1994 1995 1996 1997 1998 7999 2000 2001 2002 2003 2004 2005 2006
| M Net exports ( RS)—Exports ( L S)—Imports ( L §

Chart 5 - Source: Bloomberg

Thus, the increase in real net exports contributed 1.2 percentage points to the real GDP
growth rate of [.7 percent.

o Finally, it is very doubtful whether a strategy of wage cuts is the right medicine for
an econcmy whose main problem is ailing domestic demand. This is even more true
for a large economy like Germany's, whose domestic demand is 2.5 times greater
than its export demand. During the period from 2000 to 2004 German real domestic
demand sank on average by an annual rate of 0.4 percent, whereas real domestic
demand increased in all cther big industrial countries, in some at very healthy rates.
Even in Japan, the former laggard of the world economy, real domestic demand
expanded in the period under review con average by an estimated annual rate of 1.2

percent.

Hypothexenbank in Essen AG Economic Reseach
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Unferturately there is not even a glimmer of hope that domestic demand in Germany
wili recover in the foreseeable future. In the third quarter of 2004, wages and salaries
per employee went down by 0.3% in year-cn-year terms.

Wages and Salaries per Employee
(percent change from the same quarter in the previous year)
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Chart 6 - Source: Deutsche Bundesbank

Given the anecdotal evidence of axed Christimas bonuses in many firms, wage
development will most likely have stayed depressed in the final quarter of last year.
Anocther burden for domestic demand is that the fear of job losses, combined with the
uncerfainty about further social subsidy cuts by the federal government, has prompted
consumers to hold tight cnto their money. For example, scme automobile companies
have successfully pushed through wage freezes by threatening to outsource production
to low-wage countries. [n addition, a huge number of new labor market rules has
recently been adopted. According to one of them, which will become effective in
February 2C06, fired workers younger than 55 years will only receive benefits from the
compulsory unemployment insurance for 2 maximum of one year. From an
Anglo-Saxeny perspective this might seem long, but in Germany the average pericd of
unemployrment is much longer than there. According to the German Federal
Employmert Agency (Bundesagentur fiir Arbeit), the average period stood at 38.1
weeks in 2C04. After the end of the compulsory unemployment insurance payments,
those still unernployed have to tap into their own personal financial reserves before

then being entitied to social welfare.

Hypothekenbank in Essen AG Economic Reseach
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Given all these circumstances, the personal savings rate has not dropped in the current
phase of eccnomic weakness, as in the two previous ones.

Personal Savings as a Percentage of Disposable Personal Income
% {(West Germany before 1991, seasonally adjusted quarterly data)

15

14

13 |

! A ,
AV

10 -

[ Phases of economic weakness 1

gl . i . N A N : . P " . . . n i " : :

9980 1982 1984 1986 1988 1990 {992 1994 1986 1998 2000 2002 2004

Chart 7 - Source: Deutsche Bundesbank

[n a situation of mezger income gains, consumers typically save less in order to
maintain their previous standard of living. Unless it is that consumers fear, like now,
that their current situation could get even worse. Hence, Holger Schmieding, Head of
European FEconomic Research at the Bank of America, stated: "Even if the effect of the
Germar stock market slump on the personal savings rate is taken into account,
speculation persists that the overall uncertainty about the future labor market situation

contributed significantly to the rise in personal savings.”

The other side of the coin regarding all these cost-cutting measures is that corporate
profits have been scaring. In the third quarter of 2004, entrepreneurial and investment
incorne zs a percentzge of national income reached the highest level for more than ten

years.

Hypcthekeanbank in Essen AG Economic Reseach
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Entrepreneurial and Investment income as a Percentage of National Income
(West Germany before 1991, seasonally adjusted quarterly data)
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Chart 8 - Source: Deutsche Bundesbank

However tals profit revival has, at least up to now, not induced firms to invest in

machinery and equipment, as can been seen in Chart 9.

%
12
10

o N B O ®

Entrepreneurial Income and Machinery and Equipment Investment
(percent change from the previous year)

1992

4893 1994 1995 1996 {997 1998 1999 2000 2001 2002 2003 2004

[H Entrepreneurial and inv estment income B Machinery and eq uipment inv estmen‘

Chart 9 - Souice: Federal Statistical Office
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In crder to forestall any objections by advocates of painful reforms, let me say that
German cornpenies ¢id not invest abroad either. Financial outflow for foreign direct
investment plunged from EUR 102 billion in 1999 to EUR 2 billion in 2003. In the
peried from January 2004 to November 2004, monthly outflow figures for foreign
direct investment came to EUR 5 billion,

Two presumnptions may explain the current hesitant mood among the heads of
busiresses. Companies might have used their earnings first and foremost to reduce
debts pilec up during the new economy era.

Debt of Nonfinancial Corporations as a Percentage of Nominal GDP
% (year-and figures for debts)

100

90

80

70

60

50

40

1997 1982 1993 1994 1995 {996 1997 1998 1999 2000 2001 2002 2003

Chart i0 - Sources: Deutsche Bundesbank, Bloomberg and own calculations

However, against the backdrop of ailing German domestic demand business leaders'
sales expectations might anyway be low. The tragedy is that Germany resembles a ship
without 2 steering wheel. German policymakers are no longer able to stimulate
domestic Cemend. Nobody is responsible for macroeconomics: labor unions have mar-
kedly lost bargaining power, the German Bundesbank had to hand over monetary res-
ponsibility to the European Central Bank and the Federal Government is bound by the
straitjacket of the Stability and Growth Pact.

Hypothekenbank in Essen AG Economic Reseach
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The "One size fits all” rule of the European Monetary Union has an absurd result. o
Germany, the laggerd of the eurozone, has to cope with one of the highest real —_
short-term interest rates in the eurozene due to its low inflation rate. c
3
=,
®
o
Three-month interest ratae deflated by HICP core inflation w
% (before January 1989 synthetic rates for the eurc aroa) [l
6,0 9;)’
a
50 /ﬂ
4,0 A \ m
c
-
\’\ /\l '\\\ °
3.0
\-\J\r\/‘/\J\‘ %\J\ / §>
20 AL // [\ o
WPV TN o
1.0 A
» V V‘ L
\\’Mw o
0.0 '8
5
-1.0
1293 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
L——euro area -——GermanyJ

Chart i1 - Sources: Global Insight, Bloomberg, Deutsche Bundesbank, ECB and own calculations

The same also applies to long-term interest rates. Moreover, German fiscal policy
sought to - even if without great success - fulfill the rules set by the Maastricht criteria
and the Stability and Growth Pact. According to OECD figures, general government
total outlays (as a percentage of nominal GDP) decreased from 49.3% in 1993 to
48.9% in 2003. This happened despite the fact that government outlays for social
benefits and social transfer in kind went north as a result of the increase in unemploy-
ment. [n response German politicians had littie choice but to radically cut public
investment.

Hypothekerbank in Essen AG Economic Reseach 10
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General Government Qutlays: Gross Fixed Capital Formation
% (as a percentage of nominal GDP)

1982 1993 {994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Chart i2 - Source: CECD

Against the backdrop of domestic demand being in the doldrums it will hurt even more
that the appreciation of the euro has put export demand, Germany's only real pillar, at

risk.

Given these dismal prospects for aggregate demand the danger is of Germany slipping
intc defiation, like Japan did a decade ago. It is true that the consumer price index rose
on average by [.6% in 2004, compared to the previous year. If the effects of the health
care reform and the tobacco tax hikes are excluded, average annual inflation would

have stocd somewhere below the 1% mark.

Hypothekenbank in Essen AG Economic Reseach
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In line with this low level of underlying infiation is that the December 2004 figure for
the one-yezr-ahead inflation expectations of German consumers dropped to its lowest

level in £ 7 years.

Hypothekenbank in Essen AG Economic Reseach 12



NN
o7

HYPOTHEKENBANK IN ESSEN AG

2

0
Referring o the consensus forecast, German real GDP is expected to grow by g
1.2 pereet in 200% and 1.6 percent In 2006. These projected growth rates are —
roughly In line with most estimales for potential real GODP growth. So if this -
comes about the oulput-gap will remain negative, thus putting ongoing dowen- ?;;-
ward prassures on inflation. These downward pressures will be boosted by the 2
lagged cfects of the euro’s appreciation in 2004, by somewhat retreating crude %
oll prices and by the removal of trade quotas for textiles and clothing. However, o
a minor unward effect on the consumer price index will be triggered by the _
planned tohasco tax hike in September 2008. Taking into account all these fac- -
tors | expesct that the average annual change rate of the consumer price index c
will stand at 1.0 percent this year. Barring any further price shocks, annual infia- ;
tion rates will approach the zerc mark next yvear, being then fairly close to defia- g

tion. Although the European monetary watchdogs have (o set central bank rates
for the curozone &s a whole, the deflationary tendencies in Germany, its biggest

member state, will definitely put an ECB interest rate cut back on the table. But
given my faith in the sustainabllity of the U.S. expansion and given the looming
Inflation dangers there, | expect yields of ten-year U.S. Treasury Noles to rise
markedly ebove the 5 percent mark in the second half of this year. With this
bearish outlook for U.S. bonds it is a very tricky business (o even make a fore-
cast for the future direction of the German bond yield development. On the one
hend the predominance of the U.S. bond market on the development of long-

term Bund yields has become ever stronger in the last decade. On the other
hand Japenese bond yields managed to decouple from the U.S. market in 1999
and therszfer, dus to the background of emerging deflation and Japanese
money mearkel rates at close to zero. In addition, yields of U.S. Treasuries and
German Bunds have indeed recently moved in different directions. If | am forced
to make a forecast for long-term Bund ylelds, | pencil in slightly rising figures,
well knowing that that would cook Germany’'s goose. Given my half-hearted
forecast for the long end of the euro curve, investors should instead bet on
EGB rates coming further doewn.

This repoit has been prepared solely for information purposes. It is not an offer, recommendation or solici-
tation to buy or sell, nor is it an official confirmation of terms. It is based on information from sources belie-
v ed (o be relizble but no representation is made that it is accurate or complete or that returns indicated will
be achiev ed. Past performance is not an indicator of future returns. All opinions expressed are subj ect to
chang e without notice. This document or any part of it may only be reproduced or transferred to third par-
fieswith the permission of the Hypothekenbank in Essen AG.
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1.1

Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

Preamble
Implementatior of the German Corporate Governance Code.

The German Corporate Governance Code Commission (the “Code Commission™) set up by
the German government, presented the German Corporate Governance Code on February 26,
2002. This Code of best practice describes key statutory provisions for the management and
supervision of German listed companies and embodies internationally and nationally
recognized standards for good and responsible governance. It is intended to make the German
system of corporate governance transparent and understandable, and also to promote the trust
of international and national investors, customers, employees and the general public in the
management and supervision of listed companies.

The German Corporate Governance Code contains the following three elements:

a presentation of applicable law

e recommendations of the Code Commission regarding the management and supervision
of companies

@ suggestions

This Code of best practice, as amended on November 7, 2002, has been officially published by
the Federal Ministry of Justice, and is complemented by a provision in the German Stock
Corporation Act (44tG) pursuant to which the Board of Managing Directors and the
Supervisory Board of listed stock corporations (Aktiengesellschaften) are required to declare
every year whether these recommendations were complied with and which recommendations
were not applied (the “comply-or-explain declaration”).

The shares of Hypothekenbank in Essen Aktiengesellschaft (hereinafter also referred to as
“Essen Hyp* or the “bank*) are not listed on a stock exchange. At present, Hypothekenbank
in Essen Aktiengesellschaft has only two shareholder groups: Commerzbank
Aktiengesellschaft, with a majority stake, and the Schuppli Group holding the remaining
shares. This is why certain legal requirements and stipulations set out in the German
Corporate Governance Code, which are applicable to German listed companies, are not
relevant to Essen Hyp.

Nevertheless, Hypothekenbank in Essen Aktiengesellschaft expressly welcomes and supports
the German Corporate Governance Code and the goals and objectives it pursues. The
Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft (hereinafter
referred to as the “Code”) complies with the requirements set out in the German Corporate
Governance Code, except from those restrictions which relate to the fact that Essen Hyp is not
a German listed company and does not set up consolidated accounts.
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1.2

Corporate Gevernance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

The Code clarifies the rights of shareholders who provide Essen Hyp with the necessary
equity capital and bear the entrepreneurial risk. At the same time, it presents the rules set out
in the Articles of Association and the rules of procedure for the Supervisory Board and the
Board of Managing Directors.

Board system of Hypothekenbank ir Essen Aktiengesellschaft

A dual board system is prescribed by law for Hypothekenbank in Essen Aktiengesellschaft as
a German stock corporation.

The Board of Managing Directors is responsible for managing the company. Its members are
jointly accountable for the management of the company, whereby the individual members are
responsible for the areas assigned to them within the framework of Board resolutions. The
chairman of the Board of Managing Directors co-ordinates the work of the Board members.
Subject to certain legal provisions, such as Section 15 of the German Banking Act (KWG),
Board resolutions are passed with the majority of votes cast.

The Supervisory Board appoints, supervises and advises the members of the Board of
Managing Directors and is directly involved in decisions of fundamental importance to the
company. The chairman of the Supervisory Board co-ordinates the work of the Supervisory
Board.

Two thirds of the members of the Supervisory Board are elected by the shareholders at the
General Meeting. The two remaining members of the Supervisory Board are staff
representatives who are elected by the bank’s employees at a secret ballot. The chairman of
the Supervisory Board is appointed by the Commerzbank Aktiengesellschaft, being the
majority shareholder. His deputy is appointed by the minority shareholder. Subject to certain
legal provisions, Supervisory Board resclutions are passed with the majority of votes cast. In
the case of a tie — also at elections — the chairman of the meeting has the casting vote. Both,
the representatives elected by the shareholders and the staff representatives are obliged to act
in the company’s best interests.

The company’s accounting follows the ‘true and fair view’ principle and presents a view of
the company’s net assets, financial position and earnings situation that corresponds to the

actual circumstances.

As a rule this Code will be reviewed and, if necessary, adjusted once a year in the light of
national and international developments and changes within the company.
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2.2
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23.1

Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

Shareholders and General Meeting

Shareholders
Shareholders exercise their rights at the General Meeting and vote there.

Each share carries one vote. There are no shares with multiple voting rights, preferential voting
rights (gelden shares) or maximum voting rights.

General Meeting

The Board of Managing Directors submits the Annual Financial Statements to the General
Meeting. The General Meeting decides on the appropriation of profit and the discharge of the
acts of the Board of Managing Directors and of the Supervisory Board. It also elects the
shareholders’ representatives to the Supervisory Board and the auditors.

Furthermore, the General Meeting decides on the Articles of Association, the object of the
company, amendments to the Articles of Association and essential corporate measures such as,
in particular, inter-company agreements and transformations and the issuance of new shares,
convertible bonds, bonds with warrants and profit-sharing certificates, or it authorizes the
Board of Managing Directors to issue them with the approval of the Supervisory Board. In
addition, the General Meeting decides on the authorization to purchase own shares.

When new shares are issued, shareholders shall have a subscription right reflecting their
respective share of the equity capital, unless the General Meeting decides otherwise.

Each shareholder is entitled to participate in the General Meeting, to take the floor on matters
on the agenda and to submit materially relevant questions and proposals.

The chairman of the General Meeting shall ensure that the meeting runs smoothly.
Invitation to the General Meeting, Proxies

The Board of Managing Directors shall convene the General Meeting at least once a year,
giving details of the agenda. A quorum of shareholders is entitled to require that a General
Meeting be convened and the agenda extended. The Board of Managing Directors shall not
only make available the reports and documents that are required by law for the General
Meeting, including the Annual Report, during the meeting itself, but also send them to the
shareholders on request.
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Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

2.3.2 The bank facilitates the personal exercising of shareholders' rights and also assists the
shareholders in the use of proxies. The Board of Managing Directors arranges for the
appointment of a representative to exercise shareholders' voting rights in accordance with their
instructions.

3 Co-operation between the Board of Managing Directors and the Supervisory Board

3.1 The Board of Managing Directors and the Supervisory Board shall co-operate closely to the
benefit of the company.

3.2 The Board of Managing Directors co-ordinates the bank’s business strategy with the
Superviscry Board and discusses the current state of strategy implementation with the
Supervisory Board at regular intervals.

3.3  Pursuant to specific provisions set out in the Articles of Association, by the Supervisory Board
and in the German Banking Act (KWG), transactions of fundamental importance require the
approval of the Supervisory Board. These transactions include decisions or measures which
fundamentally alter the company’s asset, financial or earnings situation, as well as
fundamental credit decisions.

3.4  Providing the Supervisory Board with sufficient information is the joint responsibility of the
Board of Managing Directors and the Supervisory Board.

The Board of Managing Directors shall inform the Supervisory Board regularly, without delay
and comprehensively, about all issues that are relevant to Essen Hyp with regard to planning,
business development, the risk situation and risk management. The Board of Managing
Directors reports on deviations of the actual plans from previously formulated targets,
indicating the reasons for these deviations.

The Supervisory Board specifies the information and reporting duties of the Board of
Managing Directors. The reports of the Board of Managing Directors to the Supervisory Board
are, as a rule, to be submitted in writing. Documents required for decision-making such as, in
particular, the Annual Financial Statements and the Auditors’ Report are, to the extent
possible, forwarded to the members of the Supervisory Board in due time prior to the meeting.

3.5  Good corporate governance requires an open dialogue between the Board of Managing
Directors and the Supervisory Board, as well as amongst the members within the Board of
Managing Directors and the Supervisory Board. The strict observance of confidentiality is of
paramount importance for this.

All Board members shall ensure that the staff members they employ also comply with the
obligation to maintain confidentiality.
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Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

As necessary, the Supervisory Board meets without the Board of Managing Directors.

In the event of a takeover bid, the Board of Managing Directors and the Supervisory Board of
the bank as the target company must submit a statement of their reasoned position so that the
sharehclders can make an informed decision on the bid.

After the announcement of a takeover bid, the Board of Managing Directors may not take any
actions outside the ordinary course of business that could prevent the success of the bid unless
the Board of Managing Directors has been authorized by the General Meeting, or the
Supervisory Board has given its approval. In making their decisions, the Board of Managing
Directers and the Supervisory Board are obliged to act in the best interests of the shareholders
and of the company.

The members of the Board of Managing Directors and the Supervisory Board shall comply
with the rules of proper corporate management. If they violate the due care and diligence of a
prudent and conscientious member of the Board of Managing Directors or the Supervisory
Board, they are liable to the bank for damages.

The bank has taken out a directors’ and officers’ liability insurance (D&O insurance) policy
for the Board of Managing Directors and the Supervisory Board, placed through the majority
shareholder, the Commerzbank Aktiengesellschaft. A suitable deductible has been agreed for
both the members of the Board of Managing Directors and the members of the Supervisory
Board.

Pursuant to Section 15 of the German Banking Act (KWG) the extension of loans from the
company to members of the Board of Managing Directors or the Supervisory Board or their
relatives (spouses and children who are still minors) requires the unanimous approval of the
Board of Managing Directors, as well as the prior consent of the Supervisory Board.

The Board of Managing Directors and the Supervisory Board shall report in each year’s
Annual Report on the company's Corporate Governance. This includes the explanation of
possible deviations from the recommendations of the German Corporate Governance Code.

The Board of Managing Directors

Tasks and Respomnsibilities

The Board of Managing Directors is responsible for independently managing the company. In
doing so, it is obliged to act in the company’s best interests and undertakes to increase the
sustainable value of the company.

The Board of Managing Directors develops the company’s strategy, co-ordinates it with the
Supervisory Board and ensures its implementation.
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Corporate Governance Code of Hypethekenbank in Essen Aktiengesellschaft, Essen

The Board of Managing Directors shall ensure that all provisions set out by law are complied
with.

The Board of Managing Directors ensures appropriate risk management and risk controlling
within the company.

Composition and Compensation

The Board of Managing Directors is composed of several persons and has a chairman. Rules of
procedure, which require the approval of the Supervisory Board, govern co-operation within
the Board of Managing Directors. The Board of Managing Directors co-operates on a basis of
trust with the bank’s other bodies and the employee representatives to the benefit of the
company.

The compensation of the members of the Beard of Managing Directors is fixed by the
Presiding Committee of the Supervisory Board at an appropriate amount, based on a
performance assessment. Criteria for determining the appropriateness of the compensation are,
in particular, the tasks of the respective Board member, his personal performance, the
performance of the Board of Managing Directors as a whole, the economic situation, and the
performance and future prospects of the bank, taking into account its competitors.

The overall compensation of the members of the Board of Managing Directors is composed of
a fixed salary and variable elements. The variable part of the compensation includes result-
and performance-linked components and is based on the achievement of the bank’s business
success, the results of the business segments for which the respective Board member is
responsible, and his individual performance. All compensation components must be
appropriate, both individually and in total.

The compensation of the members of the Board of Managing Directors is reported in the Notes

to the Annual Accounts, broken down into fixed salary and variable components, each in a
single sum.

Conflicts of Interest

During their employment with Essen Hyp, the members of the Board of Managing Directors
are subject to a comprehensive non-competition obligation.

In connection with their work, the members of the Board of Managing Directors and
employees may neither demand nor accept from third parties payments or other benefits for
themselves or for any other person, nor grant unlawful advantages to third parties.

Page 6 of 12



433

434

4.3.5

5.1.3

Corperate Goverrance Code of Hypcthekenbank in Essen Aktiengesellschaft, Essen

The members of the Board of Managing Directors are bound by the company’s best interests.
No member of the Board of Managing Directors will pursue personal interests in his decisions,
or use business opportunities intended for Essen Hyp for himself.

Each member of the Board of Managing Directors must disclose conflicts of interest to the
Supervisory Board without delay and inform the other members of the Board of Managing
Directors. All transactions between the company and the members of the Board of Managing
Directors, persons they are closely related to or companies they have a personal association
with must meet the standards that are customary in the sector. Important transactions require
the approval of the Supervisory Board or the Committee responsible according to the rules of
procedure of the Supervisory Board.

Sideline activities of the members of the Board of Managing Directors, especially Supervisory
Board mandates outside the company, are subject to the approval of the Supervisory Board.

The Supervisory Board

Tasks and Responsibilities

The task of the Supervisory Board is to provide continuous advice to and to monitor the work
of the Board of Managing Directors in the management of the company. The Supervisory
Board must be involved in all decisions that are of fundamental importance to the company.

The Supervisory Board appoints and dismisses the members of the Board of Managing
Directors. Together with the Board of Managing Directors, the Presiding Committee of the
Supervisory Board ensures that there is long-term successor planning. The Supervisory Board
has delegated the preparations for the appointment of members to the Board of Managing
Directors to the Presiding Committee, which also lays down the conditions of the employment
contracts, including compensation.

A re-appointment prior to one year before the end of the appointment period with a
simultaneous termination of the current appointment may only take place under special
circumstances. For members of the Board of Managing Directors there is a fixed age limit of
65 years.

The Supervisory Board has issued rules of procedure.
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Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

Tasks and Powers of the Chairman of the Supervisory Board

The chairman of the Supervisory Board co-ordinates the work within the Supervisory Board
and chairs its meetings.

The chairman of the Supervisory Board also chairs the Presiding Committee which, inter alia,
deals with the employment contracts of the members of the Board of Managing Directors.

The chairman of the Supervisory Board maintains close contact with the Board of Managing
Directors, and with the chairman in particular, in order to discuss the strategy, business
development and risk management of the company. The chairman of the Supervisory Board
shall, without delay, be informed by the chairman of the Board of Managing Directors of any
events material for the assessment of the company’s situation and development, or for the
management of the company. The chairman of the Supervisory Board shall then inform the

Supervisory Board and, as necessary, convene an extraordinary meeting of the Supervisory
Board.

Formationr of Committees

Depending on the specific features of the company and the number of Supervisory Board
members, the Supervisory Board has formed a Presiding Committee and a Risk Committee
from within itself. These two committees serve to increase the efficiency of the Supervisory
Board’s work and deal with more complex issues. The chairman of each committee regularly
reports to the Supervisory Board on the work of the respective committee.

The rules of procedure of the Supervisory Board provide for committees to make decisions in
place of the Supervisory Board. The Presiding Committee prepares Supervisory Board
meetings, at which personnel decisions are to be made.

The Supervisory Board can delegate other subjects to be handled by one or several
committees. These subjects include the strategy of the company, the compensation of the
members of the Board of Managing Directors, investments and financing.

Composition and Compensation

When submitting proposals for the election of Supervisory Board members, care shall be taken
that the Supervisory Board, is, at all times, composed of members who, as a whole, have the
required knowledge, ability and expertise to properly complete their tasks and are sufficiently
independent. Furthermore, the international activities of the company and potential conflicts of
interest are taken into account.
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Corporate Goverrance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

To ensure the Supervisory Board’s independent advice and supervision of the Board of
Managing Directors, not more than one former member of the Board of Managing Directors
shall be a member of the Supervisory Board. Moreover, Supervisory Board members shall not
hold directorships or similar positions with main competitors of the bank or provide any
advisory services to them.

The members of the Supervisory Board shall ensure that they have sufficient time to perform
their mandate. Members of the Board of Managing Directors of a listed company shall not
accept more than five Supervisory Board mandates in non-group listed companies.

The election or re-election of all Supervisory Board members takes place at the same time, and
as a rule for the longest admissible period of office. Elections to replace members are for the
remaining period of office of a member of the Supervisory Board who resigns prematurely, or,
if the resigning member’s period of office was shorter than the regular period of office in
accordance with sentence 1 of this Section, up to the end of the period of office of the other
members of the Supervisory Board who have been appointed for the longest admissible period
of office.

The compensation of the members of the Supervisory Board is specified in the Articles of
Association. It is based upon the responsibilities and tasks of the members of the Supervisory
Board, as well as the economic situation and performance of the company. Also taken into
account are the holding of a chair or deputy chair position in the Supervisory Board, as well as
the chairmanship and membership in any Supervisory Board committee.

The members of the Supervisory Board receive fixed as well as performance-related
compensation. The latter is based upon the dividend payments to the bank’s shareholders. .

The compensation of the members of the Supervisory Board is reported in the Notes to the
Annual Accounts, broken down according to components, each in a single sum. Should, by
way of exception, compensation be paid to the members of the Supervisory Board or
advantages extended for services provided individually, in particular, advisory or agency
services, these payments are shown separately in the Notes to the Annual Accounts.

If a member of the Supervisory Board has taken part in less than half of the meetings of the
Supervisory Board in a financial year, this will be noted in the Report of the Supervisory
Board.

Conflicts of Interest

All members of the Supervisory Board are bound to act in the company’s best interests. No
member of the Supervisory Board will pursue personal interests in his decisions, or use
business opportunities intended for Essen Hyp for himself.
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Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

Each member of the Supervisory Board shall inform the chairman of the Supervisory Board of
any conflicts of interest, especially those which may result from a consultant or directorship
position with clients, suppliers, lenders or other business partners. If necessary, the chairman
of the Supervisory Board will then have the Presiding Committee discuss the issue. The
chairman of the Supervisory Board shall disclose his own conflicts of interest to the
Supervisory Board or the Presiding Committee.

Material and not merely temporary conflicts of interest with respect to the person of a
Supervisory Board member shall result in the termination of his mandate.

Adviscry and other service agreements between a member of the Supervisory Board and the
bank require the Supervisory Board’s approval.

Examination of Efficiency
The Supervisory Board shall examine the efficiency of its activities on a regular basis.
Transparency

The Board of Managing Directors shall disclose without delay any new facts within the
company’s field of activity that are not known publicly if they are likely to substantially
influence the price of the company’s listed securities, due to their impact on the asset and
financial situation or general business development.

As soon as the company becomes aware of the fact that an individual acquires, sells or by any
other means exceeds or falls short of 5, 10, 25, 50 or 75% of the voting rights in the company,
the Board of Managing Directors shall disclose this fact without delay.

The company's treatment of all sharehclders in respect of information shall be the same. The
company shall also disclose all new facts made known to financial analysts and similar
addressees to its shareholders without delay.

The company shall use suitable communication media, such as the internet, to inform
shareholders and investors in a prompt and uniform manner.

Any information which the company discloses abroad in compliance with applicable capital
market law provisions will also be disclosed domestically without delay.

As part of the bank’s regular information policy, the dates of its most important regular
publications (including the Annual Report, Interim Reports, General Meeting) are published
sufficiently in advance in a ‘financial calendar’.

Any information on the company disclosed by Essen Hyp shall also be published on the
bank’s website. The website shall have a clear structure.
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Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

Reporting

Third parties receive their information through the Annual Financial Statements. During the
financial year, they receive additional information in the form of interim reports that are
published at the end of the second and third quarters. The Annual Financial Statements and
Interim Reports are prepared according to national legislation, i.e. the provisions set out in the
German Commercial Code (HGB), which also form the basis for taxation.

The Annual Financial Statements are prepared by the Board of Managing Directors and
examined by the auditors and the Supervisory Board. The Annual Financial Statements shall
be publicly accessible within 90 days of the end of the financial year; Interim Reports shall be
publicly accessible within 45 days of the end of the reporting period.

The company publishes a list of third party companies in which it has a participating interest
that is not of minor importance for the company. The trading portfolios of the bank, on which
voting rights are not exercised, are disregarded in this context. In accordance with the German
Commercial Code (HGB) the following information is provided in the bank’s Annual
Accounts: name and registered office of the company, the amount of the interest, the amount
of equity and the operating result of the past financial year.

Notes on the relationships with shareholders who are considered ‘related parties’ pursuant to
the applicable accounting regulations, shall be provided in the Annual Financial Statements.

Aundit of the Annual Financial Statements

Prior to submitting a proposal for election, the Supervisory Board will obtain a statement from
the proposed auditor stating whether, and where applicable, which professional, financial and
other relationships exist between the auditor and its executive bodies and head auditors on the
one hand, and the company and its Board members on the other hand, that could call its
independence into question. This statement shall include the extent to which other services
were performed for the company in the past year, especially in the field of consultancy, or
which are contracted for the following year.

The Supervisory Board agrees with the auditor that the chairman of the Supervisory Board
will be informed immediately of any grounds for disqualification or partiality occurring
during the audit, unless such grounds are removed immediately.

The Supervisory Board shall commission the auditor to carry out the audit and conclude an
agreement on the latter’s fee.
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7.2.3 The Supervisory Board shall arrange for the auditor to report on all facts and events of
importance for the tasks of the Supervisory Board which arise during the performance of the
audit.

The Supervisory Board shall arrange for the auditor to inform it and/or note in the Auditors’
Report if, during the performance of the audit, the auditor comes across facts which show a
misstatement by the Board of Managing Directors and Supervisory Board on the Corporate
Governance Code.

7.2.4 The auditor takes part in the Supervisory Board’s deliberations on the Annual Financial
Statements and reports on the relevant results of the audit. He is available to answer the
questions the members of the Supervisory Board may have.
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