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Press release
of Hypothekenbank in Essen AG
as of June 23, 2005

More than 600 guests from all around the world at Essen

Hyp’s 4™ International Capital Market Conference

Hubert Schulte-Kemper, Chairman of the Board of Managing
Directors of Hypothekenbank in Essen AG, was very pleased
about the huge international response to the 4" International

Capital Market Conference, which took place in Essen in the

very heart of the Ruhr area.

Discussion about “The future competitiveness of Germany
as an economic location” with top-class panelists

One of the highlights of the Capital Market Conference was,
without doubt, the panel discussion about “The future
competitiveness of Germany as an economic location”. The
tremendous interest in this panel was not only due to the topic
itself, but also to the top-class panelists, including Professor
Lothar Spith, Country Head Germany & Austria, Merrill
Lynch, Hermann-Josef Lamberti, Member of the Board,
Deutsche Bank, Dr. Hugo Miiller-Vogg, former Editor of the
German newspaper Frankfurter Allgemeine Zeitung (FAZ),
Oswald Metzger, former Spokesman on Budgetary Issues of the
Green Party, and Philipp Vorndran, CEO Germany & Senior
Investment Strategist at Credit Suisse Asset Management. The
panel was presented by Manfred Erdenberger. A video
recording of the lively panel discussion, plus recordings of the
other conference panels, are available for download on the
website of Essen Hyp.

Hermann-Josef Lamberti stated that the performance of the
German banks and the current bank mergers have a major

impact on Germany as an economic location. Philipp Vorndran
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added the experiences he made in Switzerland to the discussion.
He was quite optimistic about Germany’s future as a
competitive economic location. Hugo Miller-Vogg stressed the
responsibility of the media, especially in terms of shaping
Germany’s image.

Lothar Spith pointed out that it is absolutely crucial to continue
the reforms of Germany’s social security system. From his
point of view, the projected early elections will help Germany
to make a new start.

Oswald Metzger called for more honesty in politics and for
innovative and courageous reforms.

Even though all panelists somewhat distanced themselves from
the form of Germany’s current capitalism debate, they
unanimously stated that it makes sense to have this debate just

now.

The new Pfandbrief Act

“Given that the new Pfandbrief Act will take effect in about a
month’s time, Essen Hyp could not have chosen a better date
for its conference,” stated Dr. Louis Hagen when welcoming
the Pfandbrief community to the first discussion panel.

Dr. Hagen holds the view that the number of Pfandbrief issuers
will not increase significantly after the implementation of the
new Act. This view was backed by Thomas Happel, Head of
Division B3 at the Federal Financial Supervisory Authority
(BaFin), who reported that just a few financial institutions have
applied for a license to issue Pfandbriefe.

The implementation of the new Act will not bring about any
major changes of Essen Hyp’s business strategy. As before,

public-sector lending will be the bank’s core business segment.
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Public private partnerships — a new challenge for Essen Hyp
Another topic discussed during the conference were public
private partnerships. The discussion panel on this issue
consisted of Dr. Otmar M. Stécker, Managing Director of the
Association of German Mortgage Banks (VDH), Dr. Heiko
Stiepelmann, Executive Director, German Construction
Industry Federation, Stefan Becker, Federal Ministry of
Transport, Building and Housing, Hartmut Fischer, Managing
Director, VBD Beratungsgesellschaft fiir Behsrden, and Prof.
Dr. Martin Meissner, Partner, Latham & Watkins.

On the one hand, the total volume of public-sector investments
needs to be increased in order to overcome the current
investment backlog. On the other hand, the financial resources
of the public sector are limited. Integrating the know-how and
financial resources of private investors into public-sector
projects might be an appropriate solution.

The German Federal government will make increasing use of
PPP as an alternative to traditional public-sector investment
projects. Hence, the Federal Ministry of Transport, Building
and Housing set up a Task Force which is meant to provide
active support to PPP initiatives. Similarly, competence centers
have been established in all Federal States.

Infrastructure investments of the German Federal Government,
the Federal States and municipalities total some € 40 billion per
year. Experience from other countries has shown that up to 20%
of all public-sector investments are suitable for PPP projects.
This would amount to some € 8 billion in Germany. Of this
figure, more than three quarters relate to investments of Federal
States and municipalities. At the moment, less than 25% of this
potential for PPP projects is used.

Essen Hyp believes that this challenging market segment offers
new business opportunities, both under the German Mortgage

Bank Act (HBG) and under the new Pfandbrief Act.
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Economic and interest rate development in the three major
currency areas

At the World Economic Forum, well-known economists of
international banks analyzed the economic and interest rate
development in the three major currency areas, i.e. the United
States, the euro area and Japan.

The first presentation was made by Gary Schlossberg, Senior
Economist at Wells Capital Management in San Francisco.
According to Bloomberg News, Gary Schlossberg is one of the
top forecasters of U.S. monetary policy. He is well-known due
to numerous business radio and TV appearances.

The presentation on the euro area was given by Dr. Holger
Schmieding, Chief Economist Europe at the Bank of America,
London. In view of more and more calls for ECB interest rate
cuts, especially from London, his analysis of the current
situation was particularly interesting.

Dr. Brendan Brown, Chief Economist at Mitsubishi Securities
International, then looked at the question as to whether the
Japanese economy has returned to growth after 10 years of

stagnation and whether deflation has finally come to an end.

Dow Jones Indexes prepares a Euro Index

Dow Jones Indexes, a U.S. company focusing on developing
and licensing market indexes for investment products,
announced during the Capital Market Conference of
Hypothekenbank in Essen AG that they were preparing an
index which aims at tracking the value of the euro.

In his presentation on “The Role of the Euro in World Capital
Markets” John A. Prestbo, Editor of Dow Jones Indexes,
reported that the new index, due to be launched in July, will
assess the value of the euro using 10 currencies from nations
that are major trading partners with euro area countries.
“This index will help companies to gain perspective in the

euro’s value, without being confined to a one-to-one foreign
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exchange rate,” Prestbo pointed out. “Hence, the index is

particularly useful for currency hedging and other important

purposes.”

Contact

Dr. Kerstin Biitefithr Hypothekenbank in Essen AG
Corporate Communications Gildehofstr. 1

Phone: +49 201 8135 626 45127 Essen

Fax: +49 201 8135 135 Germany

kerstin.buetefuehr@essenhyp.com www.essenhyp.com
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Pressemitteilung

der Hypothekenbank in Essen AG; 23.6.2005

Uber 600 Giiste aus aller Welt bei der 4. internationalen

Kapitalmarktkonferenz der Essen Hyp

Der Vorstandsvorsitzende der Essen Hyp, Hubert Schulte-
Kemper, zeigte sich auflerordentlich zufrieden mit dem Verlauf
und der hohen internationalen Akzeptanz der nunmehr vierten
Konferenz, die die Essen Hyp im Herzen des Ruhrgebiets aus-

richtete.

Diskussionsforum ,,Zukunftsfihigkeit des Wirtschafts-
standorts Bundesrepublik Deutschland* mit prominenter
Besetzung

Im Mittelpunkt der Konferenz stand das Diskussionsforum
,w7Zukunftsfahigkeit des Wirtschaftsstandorts Bundesrepublik
Deutschland.” Nicht nur das Thema hatte das Interesse der Kon-
ferenzbesucher geweckt, sondern auch die prominente Beset-
zung des Forums. Hier diskutierten gemeinsam mit Professor
Lothar Spith, Vorsitzender der Geschiftsfithrung bei Merrill
Lynch fiir Deutschland und Osterreich; Hermann-Josef Lamber-
t1, Mitglied des Vorstands der Deutschen Bank; Dr. Hugo Miil-
ler-Vogg, ehemaliger Herausgeber der FAZ; Oswald Metzger,
ehemaliger haushaltspolitischer Sprecher der Griinen und Phi-
lipp Vomndran, CEO Germany& Senior Investment Strategist
bei Credit Suisse Asset Management. Unter der Moderation von
Manfred Erdenberger setzte eine lebhafte Diskussion ein, die -
wie auch alle anderen Diskussionsrunden — auf der Homepage
der Essen Hyp nachbetrachtet werden kann.

Lamberti war der Meinung, dass die deutschen Banken sowie
die aktuellen Fusionen im Bankensektor eine grofie Rolle fiir

den Wirtschaftsstandort Deutschland spielen.
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Vorndran brachte seine kritischen Erfahrungen zu diesem
Punkt, die er in der Schweiz gesammelt hat, in die Diskussion
ein. Er zeigte sich jedoch verhalten optimistisch fiir den Wirt-
schaftsstandort Deutschland.

Miiller-Vogg betonte die besondere Verantwortung der Medien
in diesem Zusammenhang, nicht zuletzt auch fiir das Image
Deutschlands.

Spéth sprach sich fiir eine ,,Fortsetzung der Reformen der sozia-
len Sicherungssysteme aus.* Er blickte optimistisch auf einen
,Neuanfang nach den angekiindigten Neuwahlen.*

Metzger pladierte flir ,,eine ehrliche Politik mit neuen, mutigen
Wegen der Reformen®.

Alle Diskussionsteilnehmer beurteilten die aktuelle Kapitalis-
musdiskussion zwar distanziert, hielten sie aber zu diesem Zeit-

punkt fiir durchaus sinnvoll und notwendig.

Das neue Pfandbriefgesetz

,,Die Terminierung hitte nicht besser sein kénnen®, meinte Dr.
Louis Hagen, Hauptgeschiftsfiihrer des Verbands Deutscher
Hypothekenbanken, ,,gut einen Monat vor Inkrafttreten des
neuen Pfandbriefgesetzes.” Damit er6ffnete er das Eingangsre-
ferat zum Meeting der Pfandbrief-Community.

Dr. Hagen geht davon aus, dass sich die Emittentenlandschaft
bei deutschen Pfandbriefen nicht mafigeblich verdndemn wird.
Und auch Thomas Happel, zustindiger Abteilungsleiter bei der
Bundesanstalt fiir Finanzdienstleistungsaufsicht fiir Hypothe-
kenbanken, berichtete, dass sehr wenig Antrige zur Erteilung
einer Pfandbrieflizenz vorliegen.

Mit Einfithrung des Pfandbriefgesetzes wird sich die Geschiifts-
politik der Essen Hyp nicht wesentlich verindern. Der Staats-

kredit bleibt weiterhin das Hauptgeschiftsfeld der Essener.
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Neue Herausforderung fiir die Essen Hyp: Das Public-
Private-Partnership Geschiift

Auf der Agenda der Konferenz stand auch das zurzeit heil3 dis-
kutierte Thema Public-Private-Partnerships, zu dem ein Diskus-
sionsforum mit namhaften Teilnehmem statt fand:

Dr. Otmar M. Stocker, Geschiftsfithrer des Verbands deutscher
Hypothekenbanken; Dr. Heiko Stiepelmann, Geschéftsfithrer
des Hauptverbands der deutschen Bauindustrie, Stefan Becker,
Bundesministerium flir Verkehr, Bau- und Wohnungswesen;
Hartmut Fischer, Geschiftsfithrer VBD Beratungsgesellschaft
fiir Behérden sowie Prof. Dr. Martin Meissner, Latham & Wat-
kins.

Auf der einen Seite muss die 6ffentliche Hand dringend not-
wendige Investitionen titigen und den vorhandenen Sanierungs-
stau reduzieren. Demgegeniiber steht ein eingeschriankter finan-
zieller Handlungsspielraum. Eine mégliche Losung ist die Ein-
bindung von privatem Know-how und Kapital bei 6ffentlichen
Projekten.

Die Bundesregierung setzt kiinftig verstirkt auf PPP — als Al-
ternative zur herkdmmlichen Durchfiihrung von 6ffentlichen
Investitionsprojekten. Um Initiativen zur wirtschaftlichen Nut-
zung von PPP aktiv zu begleiten und zu unterstiitzen, ist eine
Task Force beim Bundesministerium fiir Verkehr, Bau- und
Wohnungswesen gegriindet worden. Diese Kompetenz-Zentren
sind in allen Bundesldndern vorhanden.

Bund, Linder und Gemeinden investieren jihrlich etwa 40 Mil-
liarden Euro in die 6ffentliche Infrastruktur. Internationale Er-
fahrungen zeigen, dass maximal 20 Prozent dieser 6ffentlichen
Infrastrukturinvestitionen PPP geeignet sind. In Deutschland
entspricht dies einem Potenzial von bis zu 8 Milliarden Euro
jahrlich, wobei mehr als drei Viertel davon auf Linder und Ge-
meinden entfillt. Dieses Potenzial wird derzeit zu weniger als

einem Viertel ausgeschopft.
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Die Essen Hyp sieht dieses Marktsegment sowohl im Sinne des
Hypothekenbankgesetzes als auch im Rahmen des Pfandbrief-
gesetzes als neue Herausforderung und neue Geschiftsméglich-

keit.

Konjunktur- und Zinsentwicklung in den drei groffien Wiih-
rungsriumen

Im World Economic Forum beleuchteten namhafte Volkswirte
internationaler Banken die Konjunktur- und Zinsentwicklung in
den drei groBen Wiahrungsrdumen, den Vereinigten Staaten,
dem Euro-Raum und Japan.

Den Auftakt machte Gary Schlossberg, Senior Economist bei
Wells Capital Management in San Francisco. Gary Schlossberg
ist Bloomberg News zufolge einer der besten Prognostiker der
US-Notenbankentscheidungen und einem breiten Publikum
bekannt durch zahlreiche Fernsehauftritte bei Wirtschaftssen-
dern.

Die Prisentation fiir den Euro-Raum ibernahm Dr. Holger
Schmieding, Europa-Chefvolkswirt bei der Bank of America in
London. Sein Vortrag stief} insbesondere vor dem Hintergrund
der zunehmenden Rufe nach EZB-Zinssenkungen, vor allem
aus London, auf grofles Interesse.

Zu guter Letzt ging Dr. Brendan Brown, Chefvolkswirt bei
Mitsubishi Securities International, in seinen Vortrag der Frage
nach, ob sich die japanische Wirtschaft nach zehn Jahren der
Stagnation wieder auf einen Wachstumspfad befindet und die

Deflation iiberwunden ist.

Dow Jones arbeitet an Euro-Wihrungsindex
Dow Jones Indexes (Unternehmen, das Marktindices flir In-
vestmentprodukte entwickelt und lizenziert) gab wihrend der

Kapitalmarktkonferenz der Hypothekenbank in Essen bekannt,
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gegenwiirtig einen Index zu entwickeln, der den Wert des Euro
nachzeichnet.

John A. Prestbo, Herausgeber von Dow Jones Indexes, fiihrte
im Rahmen eines Vortrags zur ,,Rolle des Euro auf den Weltka-
pitalmérkten® aus, dass der neue Index voraussichtlich im Juli
auf dem Markt eingefiihrt wird. Der Index zeichnet den Wert
des Euro im Vergleich zu den Wihrungen der zehn Linder
nach, welche die bedeutendsten Handelspartner des Euroraums
sind.

,.Dieser Index unterstiitzt Investoren und Unternehmen, eine
globale Einschitzung des Wertes des Euro zu gewinnen, ohne
auf ein einzelnes Wiahrungskursverhiltnis begrenzt zu sein”,
erklirte John Prestbo. ,,Der Index eignet sich besonders fiir die
Wihrungsabsicherung und weitere bedeutende Aufgaben.*

Kontakt

Dr. Kerstin Biitefiihr Hypothekenbank in Essen AG
Corporate Communications Gildehofstr. 1

Telefon: +49 201 8135 626 DE-45127 Essen

Fax: +49 201 8135 135
kerstin.buetefuehr@essenhyp.com www.essenhyp.com
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Declaration of Compliance with the German Corporate Governance Code pursuant to
Section 161 of the German Stock Corporation Act (441G)

Preliminary remark: 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,
the Hypothekenbank in Essen Aktiengesellschaft has only two shareholder groups:
Commerzbank Aktiengesellschaft, with a majority stake, and the Schuppli Group holding the
remaining shares. This explains 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 complies with
the recommendations of the German Governance Code Commission, announced in the
official section of the electronic Federal Gazette (Bundesanzeiger) on May 21, 2003, except
for those restrictions which relate to the fact that Essen Hyp is not a German listed company
and does not produce consolidated accounts, and except also for the following
recommendations:

Pursuant to Section 2.3.2 the bank shall inform all domestic and foreign shareholders,
shareholders' associations and financial services’ providers, who, in the preceding 12 months,
have requested such notification, of the convening of the General Meeting, and shall provide
them with the convention documents upon request, also using electronic channels. The shares
of Hypothekenbank in Essen Aktiengesellschaft are not listed on a stock exchange.
Hypothekenbank in Essen Aktiengesellschaft has only two shareholder groups: the
Commerzbank Aktiengesellschaft and the Schuppli Group. All shareholders are known to the
bank. This is why Essen Hyp makes use of the simplifications as regards the invitation to and
convening of General Meetings laid down in the German Stock Corporation Act (4k1G).
Thus, Essen Hyp does not announce its General Meetings externally, e.g. in the Federal
Gazette (Bundesanzeiger), and, contrary to the provisions laid down in Section 2.3.1, the
agenda and the reports and documents required for the General Meeting are not published on
Essen Hyp’s company website.

Given that both shareholders are represented in the Supervisory Board and in the Presiding
Committee as the committee responsible for the employment contracts of the members of the
Board of Managing Directors, the Supervisory Board does not discuss and review the
structure of the Board’s compensation system as laid down in Section 4.2.2.

Contrary to Section 4.2.4 the information and figures on the compensation of the members of
the Board of Managing Directors are not individualized.

Pursuant to Section 5.3.2 the Supervisory Board shall set up an Audit Committee which, in
particular, handles issues of accounting and risk management. Given that the Supervisory
Board of Essen Hyp is composed of not more than 6 members, the Board refrained from
setting up such an Audit Committee. Risk management issues are the responsibility of the
Risk Committee of the Supervisory Board, which also deals with the bank's market, liquidity,
credit, counterparty and operational risks, as well as with any other risks that do not belong to
any of the mentioned risk categories. Issues relating to the annual audit are addressed by the
Supervisory Board itself.



Due to our bank’s shareholder structure we have refrained from specifying an age limit within
the meaning of Section 5.4.1.

Contrary to Section 5.4.5 the information and figures on the compensation of the members of
the Supervisory Board are not individualized.

Given that all shareholders carrying voting rights are directly or indirectly represented in the
Supervisory Board, conflicts of interest are dealt with exclusively within the Supervisory
Board in accordance with Section 5.5.2. Contrary to Section 5.5.3 the General Meeting is not
informed about such conflicts of interest.

Given that no shares of Essen Hyp are in free flow or listed on a stock exchange, and that the
bank does not have any stock option programs or comparable incentives in place, the
provisions laid down in Sections 4.2.3, 6.6 and 7.1.3 of the German Corporate Governance
Code are not relevant to Essen Hyp.

As long as Hypothekenbank in Essen Aktiengesellschaft compiles its Annual Accounts in
accordance with the provisions of the German Commercial Code (HGB), it will not pass
information to third parties by means of Annual Reports or Interim Reports compiled in
accordance with the International Accounting Standards (IAS), as stipulated in Section 7.1.1.
Apart from the Annual Accounts and Interim Reports, the two shareholder groups of the
company receive additional information during the Supervisory Board meetings, so that the
above reports are not the only source of information available to them.

Essen, March 17, 2005

The Board of Managing Directors The Supervisory Board



1.1

Corporate Governance Code of Hypothekenbank in Essen Aktiengesellschaft, Essen

Preamble
Implementation 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:

e apresentation of applicable law

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

e suggestions

This Code of best practice, as amended on May 21, 2003, has been officially published by
the Federal Ministry of Justice, and is complemented by a provision in the German Stock
Corporation Act (4ktG) 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 Governance 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 in 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 resolutions 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 arule 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

221

222

223

224

23

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 (golden 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
Supervisory 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
shareholders 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
Directors 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 Responsibilities

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 Hypothekenbank 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 Board 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.
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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.

Formation 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 Governance 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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5.5.2 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.

5.5.3 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.

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

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

6.1 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.

6.2  Assoon 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.

6.3  The company's treatment of all shareholders 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.

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

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

6.6  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’.

6.7  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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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.

Audit 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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