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SPONSORSHIP

A company’s success is traditionally
measured in numbers, data and facts.
It is about sales, profit and growth
rates — but this alone is not enough.
Companies need and want to be more
than an integral part of economic life.
They assume social responsibilities,
they are also involved in social, cultur-
al and ecological issues. It is important

T TIMES.
ONLY BECAUSE IT SOUNDS

for them to give something back to
society, which made their success
possible in the first place.

For us, social responsibility is a prac-
tice we have lived for many years and
from which we did not depart even in
economically difficult years. Reliability
matters to us — also because we know
that a long-term view is necessary to
establish projects such as “Kids into
the Clubs”. With this initiative chil-
dren and young people from socially

disadvantaged backgrounds are given
an opportunity to do sports in a club.
There they learn much more than how
to stop a ball correctly or how to run
with endurance: In a club the children
experience success, they get to know
the strengths of a group and they are
able to test themselves in many differ-
ent ways. In short: they discover new
ways of looking at their lives and see
opportunities. We are happy to be able
to support them in this process.

HSH Nordbank is a founding mem-
ber of the Elbphilharmonie Founda-
tion and supports the Elbphilharmo-
nie’s programme as a classic sponsor.
As a sponsor of “Resonances Season
2017/18” we contribute to ensuring
that the Resonance Ensemble is able
to stage classical music live in the Elb-
philharmonie.

—

Together with the Savings Banks Finance Group we are among the main spon-
sors of the Schleswig-Holstein Music Festival (SHMF), which we have been
supporting since its inception. Our commitment also includes the annual
10,000 euro Leonard Bernstein Award for young artists.

As a premium partner of Kieler Woche we collected around 30,000 euros for
our charity “Good for kids” last year, which also enables children and young
people to take part in club sports.

During the winter months we supply the homeless day centres Herz As in
Hamburg and Hempels e.V. in Kiel with hot lunches. So far, we have prepared
around 28,000 fresh meals for the homeless.

Last but not least, we sponsor the HSH Nordbank Run, the biggest charity run
in northern Germany. In 2017 alone, it had more than 24,000 participants in
831 teams, collecting a donation total of 155,000 euros for the “Kinder helfen
Kindern” (Children helping Children) charitable association.

ELBPHILHARMONIE
HAMBURG

HSH
NORDBANK
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In the meetings held on 18 and 26 Jan-
uary 2017 the Supervisory Board dealt
intensively with the sale of the market
portfolio and passed corresponding
resolutions.

The focus of the meeting held on 16
February 2017 was the thorough dis-
cussion of the financial, investment
and human resources plan for 2017-
2019 submitted by the Management
Board. The Supervisory Board also
dealt with its Corporate Governance
Report and Declaration of Conformi-
ty as well as the Report of the Super-
visory Board for the 2016 financial
year and the treatment of hidden re-
serves and profit participation certifi-
cates, whose loss participation depend-
ed on the accumulated losses of the 2016
financial year. The Supervisory Board
also took note of a report on the asset
management implementation project.
The main subject matter of the meeting
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held on 29 March 2017 was the approv-
al, based on the recommendation made
by the Audit Committee, of the annu-
al financial statements and consolidat-
ed financial statements for 2016 fol-
lowing the Supervisory Board's own
assessment and prior discussion with
the auditors of the financial statements.
The other standard resolutions to be
passed regarding the recommendations
to be made to the ordinary Share-
holders® Meeting were also passed.
The Supervisory Board also used this
meeting to discuss the target achieve-
ment level of the Management Board
for the 2016 financial year and to de-
cide the Management Board targets
for 2016. In addition to the resolutions
relating to the annual financial state-
ments, the Supervisory Board also
dealt with the approval of two inter-
company agreements to amend exist-
ing silent articles of association. The
Supervisory Boards agenda also in-
cluded discussions on the “Report on
equity investments’, “Overview of sec-
ondary employment relationships of
Management Board members” and the
“Report on donations” of HSH Nord-
bank, which are conducted once a year.

On 15 June 2017, the Supervisory
Board passed a resolution approving
the sale of a sub-portfolio as part of
the market portfolio transaction and
also addressed the regulatory require-
ments regarding the management of
non-performing loans (NPL strategy).

The topic of the market portfolio trans-
action was again on the agenda of the
meeting held on 30 August 2017, at
which the Supervisory Board took note
of one case and passed a resolution on
another transaction. Furthermore, the
Supervisory Board was informed of
the current amendments to the Ger-
man Corporate Governance Code.

The Supervisory Board approved the
sale of an equity investment in an ex-
traordinary meeting held on 15 Sep-
tember 2017 and the change in the au-
ditors due to the external mandatory
rotation of auditors of financial state-
ments in another extraordinary meet-
ing held on 11 October 2017.

Another extraordinary meeting was
subsequently held on 29 October 2017,
at which the Supervisory Board was
informed of the current status of the
privatisation process.

The last ordinary meeting of the year
was held on 28 November 2017, at
which the Supervisory Board also ad-
dressed the results of its efficiency re-
view carried out in accordance with
Section 25d of the German Banking
Act (KWG) and the evaluation of the
Management Board in addition to Ma-
nagement Board matters. The Ma-
nagement Board also presented and
explained its annual report on the
structure of the remuneration systems.
Due to a change in the Supervisory
Board the Supervisory Board also ad-
dressed the election of a member to
the Audit Committee.

The Supervisory Board also passed
two resolutions in the reporting year
by way of a written resolution proce-
dure, one of which related to the tar-
gets for the quota of women on the
Management Board and Supervisory
Board.

The Supervisory Board also furthered
its education in various areas over the
past year. The nature of the presenta-
tions made at the Supervisory Board
meetings were partly educational for
this purpose. Examples of this include
the topics of IFRS9, the approach ad-
opted for the privatisation process,
non-financial reporting in the Manage-
ment Report in accordance with Sec-
tion 289 be HGB, German Ordinance
on the Remuneration of Financial
Institutions (Institutsvergiitungsver-
ordnung), different topics concerning
the shipping markets and IT security
management.

Where individual members of the
Supervisory Board were affected by
resolutions passed by the Supervisory
Board or its committees, either in per-
son or on account of their function, or
if other potential conflicts of interest
arose, then these members did not
participate in the deliberations and
resolutions in the executive body con-
cerned. The number of other signifi-
cant mandates held by the Supervi-
sory Board members can be found in
the Corporate Governance Report in
this Annual Report.



One member of the Supervisory
Board attended less than half of the
Supervisory Board meetings. This re-
lated to a conflict of interests regard-
ing the privatisation process, in light
of which the Supervisory Board mem-
ber concerned did not attend the
committee meetings in the first five
months of the year under an appro-
priate agreement reached with the
Chairperson of the Supervisory Board.
The Supervisory Board member con-
cerned attended four of the ten Su-
pervisory Board meetings. Another
Supervisory Board member attended
less than half of the meetings of one
Committee, of which he is a member.
This committee met three times in the
reporting year and the member only
attended one of the meetings.

All other members of the Supervisory
Board attended at least half of the
meetings of the Supervisory Board
and its committees, of which they are
members.

COMMITTEES OF THE
SUPERVISORY BOARD

The Supervisory Board has formed five
committees from among its members
that support it in its work.

The General/Nominating Committee
held six meetings in the past year, one
of which was an extraordinary meet-
ing. In accordance with the rules of
procedure for the Supervisory Board,
the General Committee prepared the
resolutions of the Supervisory Board.
Where necessary, resolutions were
passed by it or the Supervisory Board
was provided with recommendations
on the passing of resolutions.

The Risk Committee met five times
during the last financial year and
passed one written resolution in writ-
ing. Representatives of the auditors of
the annual financial statements also
took part in the meetings on a regular
basis. The Risk Committee took an

intensive look at the BanKk’s risk posi-
tion and risk management system.
Within this context, it addressed the
updating of the Strategic Risk Frame-
work, which provides the risk frame-
work for business strategy and plan-
ning. In particular, reports on current
events and developments and their
impact on the risk situation were
made to the Committee at all of its
meetings. The Risk Committee also
discussed individual commitments
significant to the Bank and received
reports on the progress made in wind-
ing down the NPL portfolios. The
Risk Committee received information
on all commitments subject to a sub-
mission requirement and granted its
approval for those business transac-
tions requiring approval by law and
the Articles of Association. At a joint
meeting with the Compensation Mon-
itoring Committee the Risk Commit-
tee reviewed the Bank's remuneration
systems to determine whether the in-
centives set by the remuneration sys-
tems take the BanKk’s risk, capital and
liquidity structure into account as
well as the probability and maturity of
deposits.

The Audit Committee held five meet-
ings in 2017, of which one was an ex-
traordinary meeting, and also re-
ceived additional relevant information
outside of its meetings. Representa-
tives of the auditors of the annual fi-
nancial statements took part in all of
the ordinary meetings. The members
of the Audit Committee discussed the
BanK’s annual and consolidated finan-
cial statements for 2016 and relevant
audit reports with the auditors. With-
in this context, the Audit Committee
also addressed the Dependent Com-
pany Report. The Committee reviewed
the independence of the auditors of
the annual financial statements in ac-
cordance with the requirements set
out in the German Corporate Gover-
nance Code based on the declaration
of independence issued by the audit-
ing firm and prepared the appoint-
ment of KPMG AG Wirtschaftsprii-
fungsgesellschaft as the auditors of the
annual financial statements for 2017.

HSH NORDBANK 2017 - REPORT OF THE SUPERVISORY BOARD

The auditors regularly reported on the
current findings of their audit and
presented the current status of the
planning of the audit of the annual
and consolidated financial statements.
The Committee also regularly received
reports on the appointment of the au-
ditors of the financial statements to
carry out non-audit engagements, the
work of Internal Audit and compli-
ance issues. The Committee discussed
the relevant reports to satisfy itself as
to the effectiveness of the risk man-
agement system - in particular of In-
ternal Audit and the internal control
system. Furthermore, the Committee
addressed the findings of the securities
account audit and the audit of invest-
ment services pursuant to the Ger-
man Securities Trading Act (WpHG).
Finally, the topics covered by the
meeting also included current reports
on IT restructuring and IT strategy
Dealing with the change in the audi-
tors of the financial statements was
also a main focus of the work carried
out by this Committee in the report-

—

ing year.
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The auditors regularly reported on the
current findings of their audit and
presented the current status of the
planning of the audit of the annual
and consolidated financial statements.
The Committee also regularly received
reports on the appointment of the
auditors of the financial statements to
carry out non-audit engagements, the
work of Internal Audit and compli-
ance issues. The Committee discussed
the relevant reports to satisfy itself as
to the effectiveness of the risk man-
agement system — in particular of In-
ternal Audit and the internal control
system. Furthermore, the Committee
addressed the findings of the securities
account audit and the audit of invest-
ment services pursuant to the German
Securities Trading Act (WpHG). Fi-
nally, the topics covered by the meet-
ing also included current reports on
IT restructuring and IT strategy Deal-
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ing with the change in the auditors of
the financial statements was also a
main focus of the work carried out by
this Committee in the reporting year.

The Compensation Monitoring Com-
mittee met three times in the report-
ing year and also held a joint meeting
with the Risk Committee. It took an
indepth look at the Bank’s remunera-
tion systems and received regular re-
ports on the status of the implementa-
tion of the requirements resulting
from the German Ordinance on the
Remuneration of Financial Institu-
tions (Institutsvergiitungsverornung)
and on the current status of statutory
developments relating to remuneration
in the banking sector. In 2017, the
Compensation Monitoring Commit-
tee addressed in particular the changes
arising as a result of the amendment
to the German Ordinance on the Re-
muneration of Financial Institutions
that came into force in August 2017.
The remuneration officer also report-
ed to the Compensation Monitoring
Committee on the results of his con-
trol activities and presented his remu-
neration control report, which has to
be prepared once a year, to the Com-
mittee. The Chairperson of the Re-
muneration Control Committee also
consulted the remuneration officer on
relevant issues on a regular basis out-
side of the meetings.

There was no need for a meeting of
the Mediation Committee, which is to
be set up in accordance with the pro-
visions of the German Co-Determi-
nation Act (Mitbestimmungsgesetz),
to be held in 2017.

The Chairpersons of the Committees
regularly reported to the Supervisory
Board during the subsequent plenary
sessions about the work and results of
the Committees’ deliberations.

AUDIT AND ADOPTION OF
THE ANNUAL FINANCIAL
STATEMENTS AND CONSO-
LIDATED FINANCIAL STATE-
MENTS FOR 2017

The accounting records, annual finan-
cial statements together with the
Management Report and consolidat-
ed financial statements together with
the Group Management Report for
2017 were audited by KPMG AG
Wirtschaftspriifungsgesellschaft.
KPMG were elected as auditors and
Group auditors by the ordinary share-
holders’ meeting held on 18 May
2017. The audits resulted in an un-
qualified auditor’s certificate with an
explanatory note on material uncer-
tainty in connection with the ability

to continue as a going concern. In this
context, the auditor refers to the dis-
cussion in the Group management
report in the section entitled “Oppor-
tunities and risks resulting from the
formal decision in the EU state aid
proceedings” as well as to Note 1 to
the Group financial statements, “Ac-
counting principles’, in which the
management states that the going
concern assumption for accounting
and measurement purposes, as well as
the continued survival of HSH Nord-
bank and major group companies is
based, in particular, on the share pur-
chase agreement concluded on 28
February 2018, in which HSH Beteili-
gungs Management GmbH sold 94.9 %
of the shares in HSH Nordbank AG to
various funds of Cerberus European
Investments LLC, J.C. Flowers & Co.
LLC, Golden Tree Asset Management
L.P, Centaurus Capital LP and BAWAG
PS.K. AG (hereinafter referred to as
the “bidders”) being closed and im-
plemented. This is subject, in particu-
lar, to the proviso that
o the necessary approvals are granted
by the competent competition au-
thorities, in particular in Germany
and Austria,
o the federal state parliaments in
Hamburg and Schleswig-Holstein ap-
prove the share purchase agreement,

o the competent banking supervisory
authority (European Central Bank
(ECB), German Federal Financial
Supervisory Authority (BaFin) and
Commission de Surveillance du Sec-
teur Financier (CSSF Luxembourg)
grants the necessary approvals,

o the European Commission grants
its approval for the acquisition fol-
lowing a viability assessment of the
new corporate structure,

o the German Savings Banks Associ-
ation (DSGV) confirms that HSH
Nordbank can keep its full mem-
bership of the institutional protec-
tion scheme of the German Savings
Banks Finance Group (SFG) for
another three years after the con-
clusion of the share purchase agree-
ment (closing),

« hsh finanzfonds AGR submits a final
settlement report on the second loss
guarantee granted by hsh finanz-
fonds AGR and

o the bidders pay the portion of the
purchase price attributable to them
on the closing date.

If any of the conditions set out above
for the closing of the share purchase
agreement are not met, and if no



agreement can be reached between
the parties involved in each case, in
particular if the EU Commission reach-
es the conclusion, in the course of its
viability review, that the planned new
corporate structure will not lead to a
business model that is profitable in
the long term, then the Bank will
cease new business and manage its as-
sets as far as legally permissible with
the aim of a structured winding down
of its business. In the event that the
Bank is wound down as a result of the
above or for other reasons, or if its
rating is downgraded or other adverse
developments emerge, then this could
trigger outflows of short-term funds
and fundamentally restrict HSH
Nordbank’s funding options. In the
case of major unexpected fund out-
flows, additional measures will need
to be taken by the owners and/or third
parties to strengthen the liquidity
situation.

It is further required that acceptance
by market participants and other rele-
vant stakeholders necessary for the
successful implementation of HSH
Nordbank AG’s future business model
is maintained or gained.

As set out in the Group management
report in the section entitled “Oppor-
tunities and risks resulting from the
formal decision in the EU state aid

proceedings” as well as in to Note 1 to

the Group financial statements, “Ac-

counting principles’, this indicates
material uncertainty that may cast
significant doubt on the ability of the

HSH Nordbank and major Group

companies to continue as a going

concern, as well as a risk that threat-
ens the company’s survival within the

meaning of Sec. 322 (2) sentence 3

HGB. The audit opinions are not

modified with regard to this matter.

Further key audit matters in the audit

of the consolidated financial state-

ments were the following:

o Appropriateness of the specific loan
loss provisions set up on loans and
advances to customers resulting
from ship financing

o Impact of the implementation of
structural measures on accounting

o Impact of privatization on account-
ing.

Documentation relating to the fi-
nancial statements and the audit re-
ports together with all attachments
were sent to the members of the Su-
pervisory Board. The auditors ini-
tially reported on the performance
and material findings of their audit
at the meeting of the Audit Commit-
tee on 24 April 2018. The Audit
Committee discussed the results in

detail with the auditors on this basis
and on the basis of their own review.
The Chairman of the Audit Commit-
tee reported to the Supervisory
Board on the results of the delibera-
tions of the Audit Committee at the
Supervisory Board meeting on 25
April 2018. The auditors also took
part in the meeting of the Superviso-
ry Board and reported on the mate-
rial findings of their audit. On the
recommendation of the Audit Com-
mittee, the Supervisory Board sub-
sequently agreed with the findings of
the audits following its own review
of the reports of the auditors and an
in-depth discussion and determined
that, based on the final result of its
own reviews, there were also no ob-
jections to be raised. The Supervisory
Board adopted the 2017 annual finan-
cial statements prepared by the Ma-
nagement Board and approved the
2017 consolidated financial statements.
Furthermore, it adopted the report of
the Supervisory Board for the 2017
financial year.

The Management Board also present-
ed its own report on relationships
with associated companies (depen-
dence report) in the 2017 financial
year to the Supervisory Board and
the auditors of the financial state-
ments in a timely manner. The audi-
tors reviewed the dependence report

and issued the following unqualified
audit opinion:

»In accordance with our duly per-
formed audit and assessment, we
confirm that

1. the factual statements made in the
report are correct,

2. the consideration paid for the
transactions listed in the report was
not disproportionately high®

The Audit Committee and Supervi-
sory Board have reviewed the Man-
agement Board’s dependence report
and audit report of the auditors and
discussed these with the Manage-
ment Board and auditors in the con-
text of the annual financial statements.
The Supervisory Board agreed with
the findings of the auditors’ report
because, in its assessment, no objec-
tions can be raised with regard to the
Management Board’s declaration re-
garding the dependence report

PERSONNEL MATTERS

Ms. Arp resigned as a Supervisory
Board member elected by the em-
ployees with effect from 14 November
2017. On the same date Mr. Bert Mi-
chels assumed the responsibilities of

HSH NORDBANK 2017 - REPORT OF THE SUPERVISORY BOARD

Ms. Arp as an elected substitute mem-
ber for the remainder of the term of
office. The Supervisory Board would
like to thank Ms. Arp for her many
years of dedicated cooperation.

There were no changes to the Man-
agement Board during the 2017 re-
porting year.

The Supervisory Board would like to
thank the Management Board and all
employees for their considerable com-
mitment and performance in an en-
vironment that has been difficult for
the Bank.

Hamburg/Kiel, 25 April 2018

The Supervisory Board
'| e ) L] [ —

Dr Thomas Mirow
Chairman of the Supervisory Board
of HSH Nordbank AG

—
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As an unlisted company, HSH Nordbank has recognised the German Corpo-
rate Governance Code (GCGC) voluntarily since 2005. The Management
Board and the Supervisory Board of HSH Nordbank expressly support the con-
tents and objectives of the GCGC. Corporate governance at HSH Nordbank is

also principally based on the provisions of the German Stock Corporation Act,
the German Banking Act and internal rules such as the Articles of Association
and the rules of procedure that apply to the Management Board and the Super-
visory Board as well as HSH Nordbank's Code of Conduct. By presenting the
Bank’s system of corporate governance and control and transparent reporting
on conformity to the rules of the Code, we aim to strengthen the confidence that
investors, clients and employees and the general public have in HSH Nordbank.
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In accordance with Section 161 of the
German Stock Corporation Act the
Management Board and Supervisory
Board of listed companies must pub-
lish an annual declaration of how their
management and supervision systems

conform to the recommendations of
the German Corporate Governance
Code or deviate from them. Our aim
is to conform to the Code as fully as
possible even as a non-listed compa-
ny. In February 2018, the Manage-
ment Board and the Supervisory
Board of HSH Nordbank therefore
voluntarily issued the Declaration of
Conformity set out below and dis-
closed any deviations from the Code.

The Management Board and Supervi-
sory Board of HSH Nordbank declare
that, since publishing their last Decla-
ration of Conformity on 16 February
2017, HSH Nordbank has complied

with the recommendations of the Ger-
man Corporate Governance Code as
amended on 7 February 2017 in every
respect with the exception of the points
mentioned below. Until the next
Declaration of Conformity is submit-
ted, HSH Nordbank will comply with
the recommendations of the Code as
amended on 7 February 2017 with the
exception of the points mentioned
below.

Details on the remuneration of the Ma-
nagement Board are governed in Sec-
tions 4.2.2 (2) sentence 3 and 4.2.3 (2),
with which the Supervisory Board shall
comply in structuring the remunera-
tion system for the Management Board.

Following the elimination of the re-
strictions imposed by the 1st EU state
aid decision of 2011 HSH Nordbank’s
current remuneration system for the
Management Board continues to con-
form to the provisions of the guarantee
provided by the federal states of Ham-
burg and Schleswig-Holstein in 2009,
particularly those set forth in the ,,Ob-
ligations of HSH* appendix, which the
majority shareholders did not amend
in view of the political interest. Under
these it is not possible to pay variable
remuneration to the Management Board
and the requirement that the Manage-
ment Board remuneration be in pro-
portion to that of senior management
and the staff overall can also not be
met by the Supervisory Board.



Pursuant to Section 4.2.3.3 the Super-
visory Board is to establish, in respect of
pension schemes, the level of provision
aimed for in each case and take into
account the resulting annual and long-
term expense for the company.

A defined contribution plan is in place
for the Management Board members of
HSH Nordbank that does not aim at a
certain level of provision.

Pursuant to Section 4.2.4 the total re-
muneration of each one of the mem-
bers of the Management Board is to be
disclosed by name, divided into fixed
and variable remuneration components.

This is not a GCGC recommendation,
but a mandatory statutory provision for
listed companies, as the German Com-
mercial Code (HGB) stipulates a man-
datory disclosure requirement for listed
companies. However, as an unlisted
company, HSH Nordbank is in princi-
ple not subject to this obligation. Fur-
thermore, the parameters of the Man-
agement Board remuneration — fixed
upper limit, no variable remuneration —
have already been made sufficiently
public in line with the requirements set
out in the ,Obligations of HSH appen-
dix to the guarantee agreement.

Pursuant to Section 4.2.5, model tables
are to be used to provide certain pieces
of information on remuneration and
fringe benefits for each Management
Board member.

As HSH Nordbank does not disclose the Management Board remuneration paid to
individual members, this information is also not published. (see also Section 4.2.4)

Pursuant to Section 5.4.1 (2) the Supervisory Board is to specify concrete objec-
tives regarding its composition, including a limit to be set for the length of service
served on the Supervisory Board.

The Supervisory Board decided not to set a limit for the length of service served on
the Supervisory Board, as the optimum length of service is difficult to define and,
given the Bank’s current situation, the aim is to retain the existing expertise with-
in the Supervisory Board.

Pursuant to Section 7.1.2 sentence 4 the consolidated financial statements shall be
publicly accessible within 90 days of the end of the financial year and interim re-
ports within 45 days of the end of the reporting period.

HSH Nordbank published the consolidated financial statements for 2016, but not
the interim reports for 2017, by the specified deadlines. The Bank is working on
ensuring that the recommended deadline for the publication of interim reports is
also met in the future. HSH Nordbank will presumably not publish the consoli-
dated financial statements for 2017 within the specified deadlines.

HSH NORDBANK 2017 - CORPORATE GOVERNANCE

HSH Nordbank has HSH Nordbank
has complied with the recommenda-
tions set out in the Code insofar as
they make sense for an unlisted cor-
poration.

Hamburg/Kiel, 15 February 2018
For the Management Board
i .-"'-. &
(L Lnn /
Stefan Ermisch

For the Supervisory Board

[ —

Dr Thomas Mirow

o
1

| _il T—__I|

59



HSH Nordbank’s Supervisory Board
consists of 16 members, of whom - in
accordance with the provisions of the
German Co-Determination Act (Mit-
bestimmungsgesetz) — half are share-
holder representatives and half are
employee representatives. The share-
holder side of the Supervisory Board
predominantly comprises expert rep-
resentatives of the business world who
are independent of the shareholders
and the Bank. Four Supervisory Board
members have held management po-
sitions at German and international
financial institutions in the past One
member is also a member of the Man-
agement Board of a credit insurance
company. The Supervisory Board also
includes a self-employed certified pub-
lic auditor, a managing director of an
international private equity company
and a managing director of aninvest-
ment holding company.
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Section 5.4.1 of the GCGC stipulates
that the Supervisory Board shall spec-
ify concrete objectives regarding its
composition which, whilst consider-
ing the specifics of the enterprise, take
into account the international activi-
ties of the enterprise, potential con-
flicts of interest, the number of inde-
pendent Supervisory Board members,
an age limit tobe specified for the
members of the Supervisory Board
and diversity. The latter objective shall,
in particular, provide for an appropri-
ate degree of female representation.

The objectives set by the Supervisory
Board back in 2011 are as follows:

1. It will seek to continue to have at
least the same number of interna-
tional members on its Supervisory
Board as it currently has (minimum
one member).

2. When nominating new members to
the Supervisory Board, it will also seek
to avoid potential conflicts of interest
in future, while also taking the rules of
procedure for the Supervisory Board
into consideration.

3. It will seek in future to adhere to
the age limit of 68 years at the date of
appointment stipulated in the Rules of
Procedure for the Supervisory Board.

4. Tt will also seek to maintain the pro-
portion of representation by women at
least at the current level of 20 % in the
future. The Supervisory Board con-
siders an initial target of 30 % to be an
appropriate proportion of women.

5. On the shareholder side, the Super-
visory Board will also aim to have in-
dependent members comprise at least
half of its members in the future. (Ob-
jective added in 2012)

When nominating new members, care
is taken to prevent potential conflicts
of interest and ensure the impartiality
of the members. New members were
all below the age limit of 68 years at
the time of their appointment. The
Nomination Committee also takes the
objective of ensuring appropriate gen-
der diversity levels into account when
making proposals to the Supervisory
Board regarding new members to be

elected by the Annual General Meet-
ing. As a company subject to codeter-
mination, HSH Nordbank also falls
under the scope of the German Act
on Equal Participation of Women and
Men in Executive Positions in the Pri-
vate and the Public Sector (Gesetz fir
die gleichberechtigte Teilhabe von
Frauen und Ménnern in Fithrungspo-
sitionen in der Privatwirtschaft und
im Offentlichen Dienst), also known
as the “Quota Act”. The Supervisory
Board has therefore once again con-
firmed its previous target for the pro-
portion of women on the Supervisory
Board. With a current proportion of
women of 31.25% the Supervisory
Board has already met the target set
by itself. The proportion of women
employed by the shareholders is 25 %,
while it is 37.5 % on the employee side.

A limit for the length of service served
on the Supervisory Board has con-
sciously not been set by HSH Nord-
bank’s Supervisory Board. On the one
hand, the Supervisory Board consid-
ered it difficult to define such a limit
and, on the other, felt it important to
retain the existing expertise of some
long-standing members of the Super-
visory Board given HSH Nordbank's
current situation.

Under Section 5.4.1 the Supervisory
Board shall also develop a competence
profile for the full Board. As part of its
annual efficiency review, the Supervi-
sory Board looked at the skills, com-
petencies and experience within the
Supervisory Board and updated its
competenceprofile, which was pre-
pared for the first time in 2014. The
competence profile provides the Super-
visory Board with competencies rep-
resented within the Supervisory Board.
This means that, when members have
to be appointed to the Supervisory
Board or when the Supervisory Board
is looking for suitable candidates in the
future, it can draw up corresponding
objectives directly to make sure that
competencies are replaced/additional
competencies added.



Section 5.4.1 of the GCGC also pro-
vides that the Supervisory Board shall
include information in the Corporate
Governance report on what it consid-
ers to be an appropriate number of in-
dependent members on the sharehold-
er side and the names of these members.
Whether a Supervisory Board member
is to be considered independent is de-
termined on the basis of Section 5.4.2
of the GCGC. Under this Section a
Supervisory Board member is not to
be considered independent in partic-
ular if he/she has personal or business
relations with the company, its execu-
tive bodies, a controlling shareholder
or an enterprise associated with the
latter which may cause a substantial
and not merely temporary conflict of
interests. HSH Nordbank’s Supervi-
sory Board considers it appropriate if
at least half of the members of the Su-
pervisory Board representing the
shareholders are independent mem-
bers. These are: Dr. Thomas Mirow,
Silke Grimm, Stefan Jiitte and Elke
Weber-Braun.

The Supervisory Board appoints, mon-
itors and advises the Management
Board and is involved in fundamental
decisions made by the Bank. The Man-
agement Board informs the Supervi-
sory Board of the proposed business

policy and other fundamental matters
during the meetings and also orally,
particularly in conversations between
the Chairperson of the Management
Board and the Chairperson of the Su-
pervisory Board.

Section 25d (11) sentence 2 no. 3 of
the German Banking Act (KWG) re-
quires the Supervisory Board to eval-
uate the structure, size, composition
and performance of the management
and supervisory body on a regular ba-
sis, at least once a year. As in previous
years, the Supervisory Board used
questionnaires for this purpose, not
only to evaluate various aspects of its
own work, but also to evaluate the
work of the Management Board. The
efficiency review conducted at the
end of 2017 revealed that the Supervi-
sory Board is on the whole satisfied
with the efficiency of its activities. In
order to further improve its efficiency,
the Supervisory Board used the an-
swers to the questionnaires to approve
isolated measures and identify topics
for further training.

In order to ensure that the Superviso-
ry Board's knowledge and expertise is
up-to-date at all times, various sub-

missions presented to the Supervisory
Board in the past year were of an edu-
cational nature. These related in each
case to current topics. Further infor-
mation on the educational measures
is set out in the report of the Supervi-
sory Board.

In order to be able to perform their Su-
pervisory Board duties properly, the
Supervisory Board members have to
devote sufficient time to these activi-
ties. This means that the individual Su-
pervisory Board members can only
have a limited number of other duties
over and above their Supervisory Board
activities. The Supervisory Board mem-
bers of HSH Nordbank have the fol-
lowing number of Supervisory Board
mandates at other companies:

Number of other mandates

SB member (As at: 31.12.2017)
Dr Thomas Mirow 2
Peter Axmann

Olaf Behm

Simone Graf

Cornelia Hintz

Stefan Jitte

Dr Rainer Klemmt-Nissen
Dr David Morgan

Dr Philipp Nimmermann
Elke Weber-Braun
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Detailed information on the Supervisory Board’s activities
in 2017 can be found in the Report of the Supervisory Board.

The remuneration paid to the Supervi-
sory Board is disclosed for each indi-
vidual member in the notes to the an-
nual financial statements.

The Management Board of HSH
Nordbank has consisted of four mem-
bers since June 2016 and is split into the
following areas of Board responsibility:
CEO, CFO, CRO and front office.
When selecting new Management
Board members, the Supervisory
Board must adhere to the relevant le-
gal requirements. The issue of diversi-
ty plays a key role in this regard. Pur-
suant to the German Quota Act, the
Supervisory Board has set a target of
20% female members for the Man-
agement Board of HSH Nordbank.
This target was reaffirmed by the Su-
pervisory Board in the summer of
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2017. However, as there was no change
in the Management Board in 2017,
the target has not yet been achieved.
The German Corporate Governance
Code also requires in particular that
women are appropriately represented,
while the German Banking Act stipu-
lates that consideration should be giv-
en to ensuring balanced and varied
knowledge, skills and experience for
all Management Board members. The
rules of procedure for the Supervisory
Board also contain requirements that
the Supervisory Board and/or the
General/Nominating Committee has
to take into account when identifying
applicants to fill a Management Board
position. This means that the Supervi-
sory Board looks at the Management
Board position to be filled on a case-
by-case basis and selects Management
Board members taking into account
the requirements of the position in
question and the competencies already
represented on the Management Board
based on an individual job profile.
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The Management Board is responsi-
ble for the management of the Bank
and works with HSH Nordbank’s oth-
er corporate bodies and with the em-
ployees’ representatives on a basis of
mutual trust in the Bank’s best inter-
ests. It defines the Bank’s strategic
alignment in consultation with the
Supervisory Board. The Chairman of
the Management Board represents
the Management Board as a collegial
body, presides over its meetings and
coordinates its work. The Manage-
ment Board largely met once a week
during the period under review. The
members of the Management Board
are jointly responsible for running the
Bank’s business. Its duties and respon-
sibilities are laid down in the Rules of
Procedure for the Management Board,
which is supplemented by the busi-
ness allocation plan
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One Management Board member has
amandate on the Administrative Board
of one of the BanK’s subsidiaries. Oth-
er than this, the Management Board
members do not perform any man-
agement or supervisory functions at
other companies.

Information on the remuneration sys-
tem for the Bank’s Management Board
can be found in the Management Re-
port and notes to the annual financial
statements.

HSH NordbanK’s shareholders exer-
cise their rights at the Annual General
Meeting. The Management Board con-
venes the Annual General Meeting
once a year, stating the agenda and
attaching the requisite reports and
documents.

In addition to the agenda items that
an Annual General Meeting has to
cover by law, the Annual General
Meeting held in May 2017 also passed
necessary resolutions regarding two
silent participation agreements. One
extraordinary general meeting was
held in November 2017 that dealt with
the election of new auditors of the
financial statements.

In future, the bank will be subject to
the “Act of Transparency of Pay” and
will implement the requirements ac-
cordingly.. Hence, the report is to be
found on the Bank’s homepage as well
as in the German Federal Gazette
(Report on Equality and Equal Pay in
accordance with § 21EntgTransG.).
The report is not part of the Annual
Report.
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FORWARD-LOOKING
STATEMENTS:

This Annual Report includes certain
forward-looking statements. These
statements are based on our beliefs
and assumptions as well as conclusi-
ons drawn from information current-
ly available to us from sources that we
consider to be reliable. A forward-loo-
king statement involves information
that does not simply reflect historical
facts, including information relating
to possible or anticipated future growth
and future economic developments.

Such forward-looking statements are
based on a number of assumptions
concerning future events and are sub-
ject to uncertainties, risks and other
factors, many of which are beyond
our control. Therefore, actual events
may differ considerably from those
forecast in the forward-looking state-
ments. In view of this, you are advised
never to rely to an inappropriate de-
gree on forward-looking statements.
We cannot accept any liability for the
accuracy or completeness of these
statements or for the actual realisati-
on of forecasts made in this Annual
Report. Furthermore, we are not obli-
ged to update the forward-looking
statements following the publication
of this information. In addition, in-
formation contained in this Annual
Report does not represent any kind of
offer for the acquisition or sale of any
type of securities of HSH Nordbank
AG.
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