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Hypothekenbank in Essen AG ; I
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Dear Sir or Madam,

Please find enclosed the website as of February 28, 2007 (English vér- .
sion) and the Press Release of Hypothekenbank in Essen AG as of Feb- !
ruary 28, 2007 “Essen Hyp at the MIPIM i m Cannes” (English and Gerll :
man version). S
We would be obliged if you could confirm that you have received this

information by returning the enclosed answer form to us.

Thank you very much for your assistance.

faithjully,

N
|
, o R

Hypothekenbank in Essen

.

Gildehofstrasse 1
45127 Essen

Germany
www.essenhyp.com
info@essenhyp.com
Tel.: +49 201 8135-0
Fax: +49 201 §135-200

Bank Details:

Deutsche Bundesbank
Filiale Essen

Account No.: 360 096 10
BIC Code: HYES DE 3E

Commerzbank AG
Bank Code 360 400 39
Account No.: 177 64 75
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PROCESSED

MAR 2 3 207
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Aktiengesellschaft CB / ; O
l .
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. |
Hypothekenbank in Essen Supervisory Board: ' Board of Managing Directors:
Aktiengesellschaft Dr. Eric Strutz Hubeft Schulte-Kemper (Chairman)
Burkhard Dallosch, Michael Fréhner

HRB (Register of Companies) 7083 (Chairman}
Amtsgenchl (Local Court) Essen | T
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Press Release [
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t February 28, 2007

|

'Essen Hyp at the MIPIM in Cannes

|

jAs in the previous years, Hypothekenbank in Essen AG (Essen Hyp) will lattcncl the MIPIM,
: the world’s largest real estate forum, Wthh will take place in Cannes France from March 13
to 16, 2007. The bank will welcome its guests aboard the Lady Ahna of Flfe

!

The aim is to discuss the latest market tr@ands and financing opponur?ities. On Wednesday,
‘March 14, 2007 from 5 p.m. the bank wi]l host a cocktail reception on board.

- \With some 2,200 exhibiting companies from more than 70 countnes MIPIM is the leading

iinternational real estate event and a global market place for real esta

Ial] over the world. !

' |
i
|
|

“Your contact for additiona! informatilbn:

i Caroline Fischer

|Head of Public Relations Management '
‘Gildehofstr. 1, 45127 Essen/Germany

'Tel.: +49 201 8135-495, Fax: +49 201 8135-469
'E-mail: caroline.fischer @essenhyp.com

te dccmon makers from
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Pressemitteilung ' |
Essen Hyp prisentiert sich auf der MIPIM in Cannes

‘Auch in diesem Jahr ladt die Hypotheker|1bank in Essen AG (Essen Il-Iyp) 1m Rahmen der
Internationalen Immobilienmesse MIPIM in Cannes (Frankreich) vom 13! bis 16, Mirz 2007

‘auf die Yacht Lady Anna of Fife ein. ! ! b |

I
Zlel ist es, die neuesten Trends auf dem Immobilienmarkt zu dlskutleren und aktuelle
IFinanzierungsmdaglichkeiten vorzuslellen Abgerundet wird das Programm durch einen
'Cocktailempfang am 14, Mirz 2007 ab 17:00 Uhr. ll

DIC MIPIM ist mit iiber 2.200 Ausste]lem aus mehr als 70 Lindern das fuhrende
nntemauonale Immobilien-Forum und glelchzem g ein globaler Marktplatz fiir die I
Entscheldungstrdger der weltweiten Inclusme
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Thie Ansprechpartnerin fiir weitere Fragen:

"Caroline Fischer I o
+ Abteilungsleiterin Public Relations Management |
Gildehofstr. 1, 45127 Essen i
Tel.: 0201 / 81 35 495, Fax: 0201/ 81 35 469 ‘
' Email: caroline.fischer@essenhyp.com | ' ‘!
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Interest rate commentary - back again as a U.S. growth optimist!

Having been a staunch optimist regardmg U.S. GDP growth for many years I lowered
my U.S. growth forecast in June and became bullish on bonds. The reason for changing
my view was that I could no longer buy prevailing estimates of double-dlglt corporate
earnings growth rates. Against the backdrop of profit margins alre:ady close to historical
highs and signs of an unfolding economic slowdown, profit growth rates in the lower
single-digits seemed more likely to me. Thus, I expected that future corporate profits
would disappoint and therefore lead to stagnating U.S. stock prices. Given the anecdot-
al reports about falling house prices, net worth of households was: therefore set to redu-
ce. This, in turn, would have triggered an increase in the personal savings rate, hence
dampening personal consumption and, accordingly, overall GDP growfh

' | j

Now, more than four months after having changed my forecast, I c':an observe with some

satisfaction that my bond yield forecast did materialize; the yleld of 10-year U.S.

Treasury bonds decreased from 5.24% on June, 28t to 4.54% on September, 25%. But

the U.S. stock market performed far better than I expected; both .the Dow Jones

Industrials and the Russel 2000 index reached all time highs on November 15th, Maybe

stocks investors have also recognized that analysts' earnings cstlmatcs are excessive, but

have put more weight on the forward P/E ratio, which remams_ even on the basis of
trimmed earnings estimates, pretty low. Anyhow, net household wealth will - in contrast
to my former expectations - most likely rise in the sécond half 'of this year and, thus,

buoy up consumer sentiment. But this is not the only reason fcér' me to alter my U.S.
growth outlook. There is secondly the fall of retail gasoline priceés from 3.08 U.S. doll-
lars per gallon in the first week of August to 2.25 U.S. dollars recehtly, which will, accor-

ding to a rule of thumb, boost consumer purchasing power by ?round 90 billion U.S.

dollars. Thirdly, due to a tight labor market, wage and salary disbursements rose by 7.7%
in year-on-year terms in the third quarter. Against this background of a healthy growth
in personal income, U.S. consumers should - even without the helpmg hand of a friend-
ly stock market and falling fuel prices - be able to withstand the burden of retreating

house prices. Indeed, growth in personal consumption expenditure remained strong des-
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pite the slump in housing activity. “‘Ifhereas residential invcstmen:t fell by an annualized
rate of 17.4% in the last quarter, the annualized growth rate of ‘personal consumption
stood at a healthy 3.1% in the same period. Fourthly, the substantial decline of long-term
morigage rates from their summer highs should weaken the burst of the home market
bubble somewhat. Some observers have even detected tentative 51gns of a trough in the
housing market. For example, after eight monthly declines in a row the NAHB-Wells
Fargo Home Builders Confidence Index posted a small gain in QCtober.
1

Given these arguments for a re-acceleration of economic -growth, the Federal
Reserve will stay on hold throughout 2007. This is even more true, because U.S.
monetary watchdogs still have a certain bias to tighten, givén that they see some
inflation risks remaining. However, the majority of bond dealers speculates on key
interest rate cuts next year. Thus, as bond dealers will be forced to revise their
expectations of future U.S. central bank rates upwards, the yleld of long-term U.S.
bonds is also most likely to go north. 1 expect that the yield of 10-year U.S. Treasury
Notes will rise to 5.4% at year end 2007. The forecast U.S. yield increase will trigg-
ger bearish bond markets worldwide, as all other major cen;tral banks are still on
their rate hike course - Brazil and Mexico are the only exceptions to the rule.
Therefore I have penciled in 2 yield of 4.7% for 10-year ﬁxed-rate € Pfandbriefe at
year end 2007 in my forecast table. In this context it is worth mentlonmg that Essen
Hyp issues tailor-made floating rate notes in all convertible currencies.
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" Aktiengesellschaft, with a majority stake/ and the Schuppli Group holdmg the remaining

. Corporate Governance Code, which are apphcable to German listed compames are not

f

 Preliminary remark: The shares of Hypothekenbank in Essen Aktlengesellschaﬁ (hereinafter

| | ' '.i' |
| | .
‘l o
Declaration of Conformity with the German Corporate Governance Code :

also referred to as “Essen Hyp* or the “bank“) are not listed on a stock exchange At present, ' ‘
Hypothekenbank in Essen Aktlengesellschaﬁ has only two shareholder groups Commerzbank

shares. Accordingly, certain legal requlrements and stipulations set out in the German

relevant to Essen Hyp. W

Nevertheless, Hypothekenbank in Essen L"tktlengesellschaft expressly welco‘mes and supports
the German Corporate Governance Code and the goals and objectives it pursues The
Corporate Governance Code of Hypothekenbank in Essen Aktrengesellschaﬁ complies with
the recommendations of the German Governance Code Commission, ﬁrst announced in the

. official section of the electronic version of the Federal Gazette (Bundesanze:ger) on August
- 20, 2002 and amended on June 2, 2005, except for those restrictions Wthh relate to the fact

that Essen Hyp is not a German listed company and does not produce consolldated accounts,

and except also for the following reCOmmendatlons ‘1

‘ |
Pursuant to Section 2.3.2 the bank shall inform all domestic and forelgn shalreholders,

shareholders’ associations and financial servnces providers, who, in the precedmg 12 months,
have requested such notification, of the convemng of the General Meetmg, and shall provide
them with the convention documents upon request, also using electromc channels The shares
of Hypothekenbank in Essen Aknengesellschaft are not listed on a stolck exchange
Hypothekenbank in Essen Aktlengesellschaﬁ 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 Corporatlon Act (AkG).

" Thus, Essen Hyp does not announce its General Meetings externally, e g, 1n the Federal ;

Gazette (Bundesanzeiger), and, contrary to the provisions laid down i 1n Sechon 2.3.1, the
agenda and the reports and documents required for the General Meetmg are not pubhshed on
Essen Hyp’s company website. |

Given that both shareholders are represented in the Supervisory Board and i m the Presiding
Committee as the committee respons1ble for the employment contracts of the members of the
Board of Managing Directors, the Superv1sory Board does not dlSCl.lSS and rewew the
structure of the Board’s compensation system as laid down in Section 4.2. 2I

|
Contrary to Section 3.10 there is no yearly Corporate Governance Report in the bank’s
Annual Report. . | g l’

Contrary to Section 4.2.4 the mformatlon and figures on the compensanon 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 Audlt Comnuttee which, in
particular, handles issues of accountmg and risk management. As the' ‘Supervisory Board of
Essen Hyp is composed of not more than 6 members, the Board reframed from setting up such
an Audit Committee. Risk management issues are the responsibility of the Rlsk Committee of
the Supervisory Board, which also deals with the bank’s market, hqundnty, credlt counterparty
and operational risks, as well as with any other risks that do not belong to any of the




. Board itself.

. the meaning of Section 5.4.1. g

|
|
mentioned risk categories. Issues relatlngi to the annual audit are addressed by the Supervisory

Due to our bank’s shareholder structure we have refrained from specifying ain age limit within

|
Pursuant to Section 5.4.3 proposed candldates for the Supervisory Board chzi1r shall be

* announced to the shareholders. Due to the fact, however, that no shares of Essen Hyp are in

" Essen, Aprit 24, 2006 ]

free flow or listed on a stock exchange and that the bank has only two shareholder groups, this
provision is not relevant to Essen Hyp. |

5 Contrary to Section 5.4.6 the information and figures on the compensatlon of the members of

the Supervisory Board are not mdmduahzed

i
Given that all shareholders carrying votlng rights are directly or indirectly represented in the

* Supervisory Board, conflicts of interest are dealt with exclusively wrthm the Supervisory
- ‘Board in accordance with Section 5.5.2. Contrary to Section 5.5.3 such conﬂlcts of interest

are not formally dealt with at the General Meeting. .
Due to the fact that no shares of Essen Hyp are in free flow or listed on a sto[ck exchange, and
that the bank does not have any stock optlon programs or comparable mcentrves 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. g ,
As long as Hypothekenbank in Essen Aknengesellschaﬁ compiles its Annuall Accounts in
accordance with the provisions of the German Commercial Code (HGB) it w111 not pass
information to third parties by means of Annual Reports or Interim Reports complled in
accordance with the International Accountmg Standards (LAS}), as snpulated in Section 7.1.1.

" Apart from the Annual Accounts and Intenm Reports, the two shareholder groups of the
' company receive additional information dunng the Supervisory Board meetings, so that the

above reports are not the main source of mformatlon available to them.

l
|

The Board of Managing Directors ! The Supervisory Board




P a presentation of applicable lawl
> recommendations of the Code Commission regarding the management and

~ which are applicable to German listed compames are not relevant to Essen Hyp

l Corporate Governance Code of Hypotlrekenbank in Essen Aktiengesellschaft, Essen

1. Preamble | : l

1.1 Implementation of the German :Corporate Governance Code.
|

The German Corporate Governance Code Commission (the “Code Commlsswn ") set up by

the German government, presented the German Corporate Governanee Code on February 26,

2002. This Code of best practice descrlbes key statutory provisions for the management and

supervision of German listed companies and embodies internationally and natlonally

" recognized standards for good and respon51ble governance. It is mtended 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 compames ;

-i

. The German Corporate Governance Code contains the following three elements:

supervision of companies

I
> suggestions l

*+ This Code of best practice, as amended on June 2, 2005, has been ofﬁc1ally published by the i
. Federal Ministry of Justice, and is complemented by a provision in theIGerman Stock
: Corporation Act (447G pursuant to whlch the Board of Managing Dtrectors and the !

Supervisory Board of listed stock corporatlons (Aktiengeselischafien) are reqmred to declare

. every year whether these recommendanons were complied with and whlch recommendations
. were not applied (the “comply or explam declaratlon”) |

* The shares of Hypothekenbank in Essen Aktlengesellschaﬁ (heremaﬁer also referred to as

. “Essen Hyp* or “bank*) are not listed on a stock exchange. At presentl Hypothekenbank in

- Essen Aktiengesellschaft has only two shareholder groups: Commerzbank Aktlengescllschaft
~ with a majority stake, and the Schuppli Group holdmg the remaining shares IThls is why

certain legal requirements and stlpulatlons set out in the German Corporate Governance Code,
l S
Nevertheless, Hypothekenbank in Essen Aktiengesellschaﬁ expressly welcomes and supports {
the German Corporate Governance Code and the goals and objectives it pursues The o

. Corporate Governance Code of Hypothekenbank in Essen Aktlengesellschaﬁ (hereinafter
+ referred to as the “Code™) complies with the requirements set out in the German Corporate

Governance Code, except from those restrlctlons which relate to the fact that Essen Hyp is not
a German listed company and does not set up consolidated accounts.

The Code clarifies the rights of shareholders who provide Essen Hyp with the necessary

, eqmty 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 Superv1sory Board and the

Board of Managing Directors. ! "
| I
! |
!




| -
1.2 Board system of Hypothekenballlk in Essen Aktiengesellschaft |

" A dual board systemn is prescribed by law:for Hypothekenbank in Essen: Aktiengesellschaft as
a German stock corporation. i

. The Board of Managing Directors is resp&'msible for managing the company.: Its members are
jointly accountable for the management of the company, whereby the mdmdual members are
responsible for the areas assigned to them within the framework of Board resolutlons The
Chairman of the Board of Managmg DLrectors coordinates the work of the Board members.
Subject to certain legal provisions, such as Section 15 of the German Bankmg Act (KWG),

: Board resolutions are passed with the majority of votes cast.

l
. The Supervisory Board appoints, supems’es and advises the members of the Board of
. Managing Directors and is directly involved in decisions of fundamental unportancc to the
. company. The Chairman of the Supemsory Board coordinates the work of the Supervisory
Board. l ‘1
Two thirds of the members of the Superv:lsory Board are elected by the share'holders at the
- General Meeting. The two remaining members of the Supervisory Board areistaff
representatives who are elected by the bank’s employees at a secret ballot The Chairman of
~ the Supervisory Board is appointed by the Commerzbank Aktlcngescllschaﬁ being the
- majority shareholder. His deputy is appomted by the minority shareholder. Subject to certain
. legal provisions, Supervisory Board resolutlons are passed with the majonty'of votes cast. In
. the case of a tie —also at elections — the Chalrman of the meeting has the castmg vote. Both,
' the reprcscntatlves elected by the shareholders and the staff represcntatlvcs are obliged to act
m the company’s best interests. | -

I

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

| actual circumstances. ;

|

' As a rule this Code will be reviewed and, if necessary, adjusted once a Lyear in the light of

* natlonal and international developments and changes within the cornpany




2.2

221

222

223

224

2.3

- 231

23.2

]
r

Shareholders and General Meeting

Shareholders

Shareholders exercise their rights a:t the General Meeting and vote the‘!re.
| !

|
Each share carries one vote. There are no shares with multiple votlng rights,

preferential voting rights (golden shares) Or maximum voting nghts |
l I
i : :
General Meeting ‘ i

The Board of Managing Directors submjts the Annual Fmancnal State'ments to the
General Meeting. The General Meetmg decides on the approprlatlon of profit and the
discharge of the acts of the Board of Managing Directors and of the Supervnsory Board.
It also elects the shareholders’ representanves to the Superv:sory Board and the
auditors.

|
Furthermore, the General Meeting decides on the Articles of As'sociation the object of
the company, amendments to the Articles of Association and essentlal corporate
measures such as, in particular, mter—company agreements and transformatlons and the

.issuance of new shares, convemble bonds, bonds with warrants/and proﬁt sharing

certlﬁcates or it authorizes the Board of Managing Directors tojissue Lthem with the
approval of the Supervisory Board In addition, the General Meeting demdes on the
authorization to purchase own shares ‘
! ‘1
When new shares are issued, shareholders shall have a subscription rlght reflecting
their respective share of the equlty‘ capital, unless the General Meeting decides

otherwise. !

. i
L

Each shareholder is entitled to panlcrpate in the General Meetmg, to take the floor on
matters on the agenda and to submit materially relevant questlons and proposals.

\
The Chairman of the General Meelting shall ensure that the meeting runs smoothly.

|
Invitation to the General Meetin'g, Proxies

i
' j

The Board of Managing Directors 'shall convene the General Meetmg at least once a
year, giving details of the agenda. lA quorum of shareholders is entltled 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, mcludmg the Annual Report, durmg the meeting itself,
but also send them to the shareholders on request. .

The bank facilitates the personal exerclsmg of shareholders' nghts and also assists the
shareholders in the use of proxies.| The Board of Managing Directors, arranges for the
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appointment of a representative to exercise shareholders' voting: nghts in accordance

with their instructions.

Cooperation between the Board of Managing Directors and the Sfltpervisory

Board : ! .
|
: 1
The Board of Managing Directors Eand the Supervisory Board shall cooperate closely to
the benefit of the company. '

The Board of Managing Directors coordinates the bank’s busmess str:lategy with the
Supervisory Board and discusses the current state of strategy lmplementatlon with the
Supervisory Board at regular mtervals 1

l I‘
Pursuant to specific provisions set out in the Articles of Assomatlon, IIJy the
Supervisory Board and in the German Banking Act (KWG), transactlons of
fundamental importance require the approval of the Supemsory Board These
transactions include decisions or measures which fundamentally alterlthe company’s

asset, ﬁnancna] or earnings s1tuat10n as well as fundamental credit demslons
r

Providing the Supervisory Board w1th sufficient information is the joint responsibility
of the Board of Managing Dlrectot's and the Supervisory Board!'

[
The Board of Managing Directors; shall inform the Supervisory Board regularly,
without delay and comprehenswely, about all issues that are relevant to Essen Hyp
with regard to planning, business development, the risk sltuatlon and rlsk management.
The Board of Managing Directors, Jreports on deviations of the actual plans from
previously formulated targets, indicating the reasons for these devnatlons
\

The Supervisory Board specifies the information and reportmg dutles of the Board of
Managing Directors. The reports of the Board of Managing Dn'lectorsl to the
Supervisory Board are, as a rule, to be submitted in writing. Documents required for
decision-making such as, in partlcular the Annual Financial Statements and the
Auditors’ Report are, to the extent possible, forwarded to the members of the
Supervisory Board in due time pnor to the meeting. |

Good corporate governance requlres an open discussion between the Board of
Managing Directors and the Superv1sory Board, as well as amongst the members
within the Board of Managing Dlrectors and the Supervisory Board iThe strict

observance of conftdentiality is of paramount importance for this. |

All Board members shall ensure that the staff members they employ also comply with
the obligation to maintain conﬁdentlallty I

|
As necessary, the Supervisory Board meets without the Board of Ma'Laging Directors.

1

In the event of a takeover offer the Board of Managing Dlrectolrs and the Supervisory
Board of the bank, as the target company, must submit a statement of their reasoned

| .
| ]
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|

position so that the shareholders ca’n make an informed decision on th"e bid.
|

After the announcement of a takeover bid, the Board of Managmg Dlrectors may not
take any actions outside the ordmary course of business that could pre'vent the success
of the bid unless the Board of Managmg Directors has been authonzed by the General
Meeting, or the Supervisory Board has given its approval. In makmg thelr decisions,
the Board of Managing Directors and the Supervisory Board are obllged to act in the
best interests of the shareholders and of the company.

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

The bank has taken out a directors’ and officers’ liability i insurance (D&O insurance)
policy for the Board of Managing Dlrectors and the Supemsory Board placed through
the majority shareholder, the Commerzbank Aktlengesellschaﬁ’ A smtable deductible
has been agreed for both the members of the Board of Managlng Directors and the

members of the Supervisory Board. ‘
|

Pursuant to Section 15 of the German Banking Act (KWG) the extensmn of loans from
the company to members of the Board of Managing Directors qr the Supemsory Board
or their relatives (spouses and children who are still minors) requlres 'the unanimous
approval of the Board of Managing Directors, as well as the prior consent of the
Supervisory Board. | 1[

N |
The Board of Managing Dlrectorls and the Supervisory Board shall report on possible
deviations from the recommendanons of the German Corporate Govemance Code
once every year. The company shall keep previous Declaratlons of Confonmty wit the
Code available for viewing on 1ts| website for five years. \

The Board of Managing Directors : i'

Tasks and Responsibilities ’
The Board of Managing Dlrectors is responsnble for mdependently nllanagmg the

company. In dolng S0, it is obhged to act in the company’s best mterests and
undertakes to increase the sustamable value of the company. :

The Board of Managing Directors develops the company’s strategy, coordmates it with
the Supervisory Board and ensures its implementation.

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

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

|

Composition and Compensation ;
\
The Board of Managing Directors i is composed of several persons and has a Chairman.
Rules of procedure, which require the approval of the SuperVISory Board govern
cooperation within the Board of Managmg Directors. The Board of Managmg
Directors cooperates 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 Dlrectors is fixed by the
Presiding Committee of the Superwsory Board at an approprlateI 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
perfonnance the performance of the Board of Managing Dlrectors as. a whole, the
economic situation, and the performance and future prospects of the bank, taking into
account its competitors. _ i }

The overall compensation of the members of the Board of Managmg Dlrectors
comprises a fixed salary and vanable elements. The variable part of the compensation
includes both result- and performance -linked components and i 1s based on the
achievement of the bank’s busmess success, the results of the busmess segments for
which the respective Board member is responsible, and his mdwldual performance All
compensation components must be appropriate, both 1nd1v1dually and ‘in total.

The compensation of the members. of the Board of Managing Dlrectors is reported in
the Notes to the Annual Accounts, broken down into fixed salary and yariable
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 comprehenswe non-competition obli gatron

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

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 busmess opportunities intended! for Essen Hyp for
himself. 1

! !
Each member of the Board of Man:aging Directors must disclose conf}icts of interest to
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! |
the Supervisory Board without delay and inform the other members of the Board of
Managing Directors. All transacnons between the company and|the members of the
Board of Managing Directors, persons they are closely related to or compames they
have a personal association with must meet the standards that are customary in the
sector. Important transactions require the approval of the SupemsoryliBoard or the
Committee responsible according to the rules of procedure of the Supemsory Board.

Sideline activities of the members of the Board of Managing Dlrector§ especially
Supervisory Board mandates outmde the company, are subject to the approval of the
Supervisory Board. , C

|
4

The Supervisory Board

Tasks and Responsibilities i

The task of the Supervisory Board i 1s to provide contmuous adee to,|and to monitor
the work of the Board of Managmg Directors in the management of the company. The
Supervisory Board must be involved in all decisions that are of ﬁmdamental
importance to the bank. f i

|
+
i

!
The Supervisory Board appoints and dismisses the members of the Board of Managing
Directors. Together with the Board of Managing Directors, the Premdmg Committee of
the Supervisory Board ensures that there is long-term successor;planmng The
Supervisory Board has delegated the preparations for the appomtment of members to
the Board of Managing Directors to the Presiding Committee, whmh also lays down
the conditions of the employment contracts, including compensatlon

A re-appointment prior to one year before the end of the appomtment period with a
simultaneous termination of the current appointment may only I;Iake place under special
circumstances. For members of the Board of Managing Dlrectors there 15 a fixed age

limit of 65 years. | -1
l -

The Supefvisory Board has issued iru]es of procedure. .
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Tasks and Powers of the Chairmlan of the Supervisory Board i'

The Chairman of the Supervisory Board coordinates the work w1th1n the Supervisory
Board, chairs its meetings and attends to the affairs of the Supervrsory Board
externally. l o
-
The Chairman of the Supervisory Board also chairs the Pres1d1ng Committee which,
inter alia, deals with the employment contracts of the members of the'Board of
Managing Directors. o

I

The Chairman of the Supervisory Board maintains close contact with' |the Board of -
Managing Directors, and with the Chan'man in particular, in order to dlSClJSS the
strategy, business development and risk management of the bank The Chairman of the
Supervisory Board shall, without delay, be informed by the Chalrman of the Board of
Managing Directors of any events matenal for the assessment of the bank’s situation
and development, or for the management of the bank. The Chamnan of the
Supervisory Board shall then mfonn the Supervisory Board and, as necessary, convene
an extraordinary meeting of the Supemsory Board.

Formation of Committees l !

i
Depending on the specific features| of the company and the number o}' Supervisory
Board members, the Supervisory Board has formed a Presndmg! Comrlmttee 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 i 1ssues The Chairman of
each committee regularly reports to the Supervisory Board on the work of the
respective committee. | i ‘ |’

|

The rules of procedure of the Superwsory Board provide for commlttees to make
decisions in place of the Supemsory Board. The Presiding Commlttee prepares

Supervisory Board meetings, at w!hJch personnel decisions are to be made

The Supervisory Board can delegate other subjects to be handled by ¢ one or several
committees. These subjects mclude the strategy of the bank, the compensation of the
members of the Board of Managmg Directors, investments and ﬁnancmg

Composition and Compensation
|

When submitting proposals for thl: election of Supervisory Board members care shall
be taken that the Supervisory Board, 1s, 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 mdependent Furthermore, the mtematlonal activities of the
company and potential conflicts of interest are taken into account !
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1

To ensure the Supervisory Board’ s ‘independent advice and supervnsmn of the Board of
Managing Directors, the Supervnsory Board shall include what lt consnders an adequate
number of members. A Supemsory Board member is eonsxdered mdependent if he or
she has no business or personal relations with the company or 1ts Board of Managing
Directors which cause a conflict of interest. Not more than two former members of the
Board of Managing Directors shall be a member of the Supemsory B"oard Moreover,
Supervisory Board members shall not hold directorships or similar positions with main
competltors of the company or prowde any advisory services to them'

It shall not be the rule for the former Chairman of the Board of Managmg Directors or
a member of the Board of Managmg Directors to become Supemsory Board Chairman
or the Chairman of a Supervisory Board committee. If this is mtended special reasons
shall be presented to the annual general meeting. L

|
f i

The members of the Supervisory Board shall ensure that they have sufﬁment time to
perform their mandate. Members of the Board of Managing Dlrectorsl of a listed bank
shall not accept more than five Supemsory Board mandates in non-group listed
companies. i ‘ l

The election or re-election of all Supervrsory Board members takes place at the same
time, and as a rule for the longest adrmssxble period of office. Electlons to replace
members are for the remaining penod of office of a member of the Supemsory Board
who resigns prematurely, or, if theI resigning member’s period of ofﬁce was shorter
than the regular period of office i m accordance with sentence | of thlS Section, up to the
end of the period of office of the other members of the Supemsory Board who have
been appointed for the longest admissible period of office. C

The compensation of the members of the Supervisory Board is spec1ﬁed in the Articles
of Association. It is based upon the respons1b1]1t1es and tasks of the members of the
Supervisory Board, as well as the economlc situation and performance of the bank.
Also taken into account are the holdmg of a chair or deputy chalr position in the
Supervisory Board, as well as the Chairmanship and membersh1p 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 8
shareholders. 1

The compensation of the members of the Supervisory Board is Ireported in the Notes to
the Annual Accounts, broken down according to components, each ina single sum.
Should, by way of exception, com'pensatlon be paid to the members of the Supervisory
Board or advantages extended forI services provided mdwxdualliy, in partlcular
advisory or agency services, these payments are shown separately in the Notes to the
Annual Accounts. 1

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

| |
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Supervisory Board. '

Conflicts of Interest E
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 mterests in his decisions, or

use business opportunities intended for the company for himself.

|
Each member of the Supervisory Board shall inform the Chalrman of.the Supervisory
Board of any conflicts of interest, eSpecnally those which may result ﬁ'om a consultant
or directorship position with cllents suppliers, lenders or other busmess partmers. If
necessary, the Chairman of the Superv1sory Board will then havc the Premdmg
Committee discuss the issue. The Chamnan of the Supervisory | Boa:d shall disclose his
own conflicts of interest to the Supemsory Board or the Pre31d1ng Cc;mmmec

i
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

Advisory and other service agreements between a member of the Sup|erv1sory Board

and the bank require the Superwsory Board’s approval.

1

| 1

i

Examination of Efficiency :

)

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

Transparency ;
!

The Board of Managing Directors must disclose mmder mformatlon dlrectly relatmg to
the company without delay unless|it is exempted from the dlsclosure requuement in an
individual case. |

'I

As soon as the bank becomes aware of the fact that an md1v1dua] acqulrcs sells or by
any other means exceeds or falls shon of 5, 10, 25, 50 or 75% of the votmg rights in
the bank, the Board of Managing Directors shall disclose this fact w1thout delay.

The bank's treatment of all sharcholders in respect of mformatlon shall be the same.
The bank shall also disclose all new facts made known to fmancnal analysts and similar
addressees to its shareholders without delay.

The bank shall use suitable commumcatlon media, such as the mtemet to inform
shareholders and investors in a prompt and uniform manner.

Any information which the bank discloscs abroad in compliance wit'lll applicable
capital market law provisions will|also be disclosed domestically wit]llout delay.

As part of the bank’s regular information policy, the dates of i its most important regular
publications (including the Annual Report, Interim Reports, General Meetmg) are
published sufficiently in advance in a ‘financial calendar’. }
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Any information on the bank disclosed by the bank itself shall also beJ published on the
bank’s website. The website shall have a clear structure. o

Reporting

j
i
i
i
i
:

Third parties receive their mformatlon through the Annual Fmah01al Statements.
During the financial year, they recelve additional information in the form of Interim
Reports that are published at the end of the second and third quarters IThe Annuat
Financial Statements and Interim Reports are prepared accordmg to natlonal
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 Managmg Directors
and examined by the auditors and the Supervisory Board. In addltlonlﬁthe Financial
Reporting Enforcement Panel (Priifstelle fiir Rechnungslegung)land the Federal
Financial Supervisory Authority (BaF in) are authorized to check that the Annual
Financial Statements comply with the applicable accounting regulatlons
{enforcement).The Annual Fmanc:al Statements shall be pubhcly accessxble within 90
days of the end of the financial year, Interim Reports shall be pubhcly accessible
within 45 days of the end of the reportmg period. : |

|
The bank publishes a list of third p|arty companies in which it has a part1c1patmg
interest that is not of minor unportance for the bank. The tradmg portfohos of the
bank, on which voting rights are not exercised, are disregarded i m thls context. In
accordance with the German Commer01al Code (HGB) the followmg mformatlon is
provided in the bank’s Annual Accounts name and registered ofﬁce of the bank, the
amount of the interest, the amount of equity and the operanng result of the past

financial year. {

Notes on the relationships with shareholders who are considered related parties’
pursuant to the applicable accountmg regulations, shall be prov1ded m the Annual
Financial Statements. b

v
]

Aundit of the Annual Financial Statements

Prior to submitting a proposal for electlon the Supervisory Board w1ll obtain a
statement from the proposed audltor stating whether, and where' apphcable which
business, financial, personal and other relationships exist between the}audltor and its
executive bodies and head audltors on the one hand, and the bank and its Board
members on the other hand, that could call its independence mto questlon This
statement shall include the extent to which other services were performed for the bank
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 Chauman of the Supervisory
Board will be informed 1mmed1ate]y of any grounds for dlsquahﬁcatlon or partiality
occurring during the audit, unless such grounds are removed unmechately

4
+
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i
1

The Supervisory Board shall arrange for the auditor to report on all facts and events of
importance for the tasks of the Su;l)emsory Board which arise dunng ‘the performance

of the audit.

The Supervisory Board shall arrange for the auditor to inform it and/clr note in the
Auditors’ Report if, during the performance of the audit, the aud1tor comes across facts
which show a misstatement by the Board of Managing Directors and Superwsory

Board on the Corporate Govemance Code.

The auditor takes part in the Supcrwsory Board’s deliberations on the[ Annual
Financial Statements and reports on the relevant results of the audn He is available to
answer the questions the members of the Supervisory Board may have
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- Declaration of Compliance with the German Corporate Governance Code pursuant to

. Section 161 of the German Stock Corporat:on Act (AktG)

i

|
~ Preliminary remark: The shares of Hypothekenbank in Essen Aktlengesellschaﬂ (hereinafter
* also referred to as “Essen Hyp* or the “bank“) are not listed on a stock exchange At present,

the Hypothekenbank in Essen Aktlengesellschaﬂ has only two sharehollder groups
Commerzbank Aktiengesellschaft, with a' majority stake, and the Schuppli Group holding the
remaining shares. This explains why certam legal requirements and stlpulatlons set out in the
German Corporate Governance Code, which are applicable to German Ilsted companies, are
not relevant to Essen Hyp. _ S

' Nevertheless, Hypothekenbank in Essen Aktiengesellschaft expressly welcomes and supports

the German Corporate Governance Code Iand the goals and objectives 1t pursues The

- Corporate Governance Code of Hypothekenbank in Essen Aktlengesellschaﬁ complies with

" recommendations:

the recommendations of the German Govemance Code Commission, armouneed 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 followmg

l.

- Pursuant to Section 2.3.2 the bank shall mform all domestic and fore1gn shareholders

shareholders' associations and financial serwces providers, who, in the precedmg 12 months,.
have requested such notification, of the convemng of the General Meetmg, and shall provide

. them with the convention documents upon request, also using electromc channels The shares
- of Hypothekenbank in Essen Aktiengesellschaft are not listed on a stock exchange

Hypothekenbank in Essen Aktlengesellschaﬂ 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 Corporatlon Act (At G).

- Thus, Essen Hyp does not announce its General Meetings externally, e g.in :the Federal

- Gazette (Bundesanzeiger), and, contrary to the provisions laid down i m Sectlon 2.3.1, the
. agenda and the reports and documents requlred for the General Meetmg are lnot published on

Essen Hyp’s company website. i

Given that both shareholders are represerllted in the Supervisory Board and i m the Presiding

- Committee as the committee respon51ble ‘for the employment contracts of the members of the

Board of Managing Directors, the Supervnsory Board does not discussland re revrew the

- structure of the Board’s compensation system as laid down in Section 4.2.2.!

Contrary to Section 4.2.4 the mformatlon| and figures on the compensat_lon of the members of
the Board of Managing Directors are notjindividualized. ‘

Pursuant to Section 5.3.2 the Supervrsory Board shall set up an Audit Commlttee 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 reframed from
setting up such an Audit Committee. Rlsk management issues are the l‘CSpOl’lSlblllty 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 nsks that do not belong to
. any of the mentioned risk categories. lssues relating to the annual audit are addressed by the

Supervisory Board itself. |

§




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

; Contrary to Section 5.4.5 the information and figures on the compensatlon of the members of
the Supervisory Board are not individualized. |
I

' Given that all shareholders carrying votmg rights are directly or mdlrectly represented in the
' Supervisory Board, conflicts of interest are dealt with exclusively within the'Superwsory

' 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 mcentlve!s in place, the
prov1srons 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. % o
As long as Hypothekenbank in Essen Aktlengesellschaﬁ complles its Annual Accounts in

. accordance with the provisions of the German Commercial Code (HGE?’) it wnll not pass

- information to third parties by means of Annual Reports or Interim Reports complled in

" "accordance with the International Accountmg Standards (IAS), as stlpulated in Section 7.1.1.

. Apart from the Annual Accounts and lntenm Reports, the two shareholdcr groups of the
' company receive additional information d}mng the Supervisory Board meetmgs S0 that the
. above reports are not the only source of mformatlon available to them.

' Essen, March 17, 2005

|
' The Board of Managing Directors The S

upervisory Board

{
!
|
i
|
i
i
|
|
|
|
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