Corporate Governance Statement
pursuant to Section 315 (5) in conjunction
with Section 289a of the HGB

Declaration of Compliance
in Accordance with Section 161
of the AktG

Aareal Bank AG has complied with the recommen-
dations of the Government Commission "German
Corporate Governance Code“ (as amended on

5 May 2015) — except for the two restrictions set
out below — since the last Declaration of Com-
pliance was issued in December 2015; and will
continue to do so, subject to the same restrictions.

In accordance with section 4.2.3 (2) sentence 6
of the German Corporate Governance Code (the
”Code®), the amount of Management Board com-
pensation shall be capped, both overall and for
variable remuneration components. In March 2014,
against the background of changed regulatory
requirements, and based upon a proposal by the
Remuneration Control Committee, the Supervisory
Board approved a new remuneration system for
members of the Management Board, with effect
from 1 January 2014. The new remuneration system
complies with the recommendation in section
4.2.3 (2) sentence 6 of the Code. In this connec-
tion, a maximum amount ("cap“) was resolved for
the variable, performance-related remuneration
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component of the Management Board — for the
2013 financial year, and for subsequent financial
years. As the only exception, no cap applies to
virtual shares granted for the 2012 financial year
or earlier financial years, or to virtual shares still
to be granted under applicable rules governing the
deferral of variable remuneration components.
However, such virtual shares will be settled and
disbursed for the last time in 2018, after expiry of
the retention period and any applicable holding
or blocking periods, based on the weighted aver-
age price (Xetra®) of the five exchange trading days
following the expiry of the period. Pursuant to
section 25d of the German Banking Act (Kredit-
wesengesetz — "KWG*), the Executive and Nomi-
nation Committee of Aareal Bank AG’s Supervisory
Board is required to assume additional tasks which
are not supposed to be prepared by shareholder
representatives on the Supervisory Board alone.
Hence, the Executive and Nomination Committee
also includes employee representative members,
in contravention of the recommendation in sec-
tion 5.3.3 of the Code. However, the Committee
will ensure that the nomination of candidates for
election by the Annual General Meeting will be
determined exclusively by shareholder representa-
tives on the Committee.
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Corporate Governance Report

Responsible and transparent corporate governance
is of great importance to Aareal Bank, and is con-
sidered the essence of prudent commercial conduct
by both the Management Board and the Super-
visory Board. Accordingly, Aareal Bank welcomes
and supports the objectives and purposes of the
German Corporate Governance Code, and regularly
observes the amendments and extensions of the
guidelines adopted by the German Government
Commission on Corporate Governance.

The Supervisory Board discusses these amend-
ments; together with the Management Board, the
Supervisory Board determines to what extent
Aareal Bank AG complies with — or diverges from —
the recommendations of the German Corporate
Governance Code. Accordingly, the Bank‘s Memo-
randum and Atrticles of Association, as well as the
internal rules of procedure for the Management
Board and the Supervisory Board, are reviewed
regarding compliance, and amended as necessary.
Our annual Declaration of Compliance gives infor-
mation on the extent to which the Bank complies
with recommendations. The Declaration of Com-
pliance is adopted by the Management Board and
the Supervisory Board, and then published on

the Bank’s website, where Declarations issued in
past years are also archived.

Code of Conduct

We believe that the principles of integrity and
responsible conduct must be observed by all our
employees across the enterprise, regardless of
their functions and duties. Our internal Code of
Conduct is an integral part of responsible corporate
governance. The Code of Conduct contains bind-
ing rules governing the legal and ethical conduct
of employees vis-a-vis clients, business partners,
and colleagues. Aareal Bank’s efforts in this con-
text are also motivated by the desire to affirm
and further strengthen the confidence placed by
stakeholders — our clients, investors, and staff.

Recommendations of the German Corporate
Governance Code

During 2016, the German Corporate Governance
Code, as amended on 5 May 2015, was applicable.
Aareal Bank’s Management Board and Supervisory
Board issued and signed their most recent Decla-
ration of Compliance pursuant to section 161 of the
German Public Limited Companies Act (AktG) on
19 December 2016. The Declaration was published
on the Bank’s website, and is included in the
annual report as part of the Corporate Governance
Statement.

In accordance with this Declaration, Aareal Bank
AG complies with the Code, subject to the follow-
ing restrictions:

In accordance with section 4.2.3 (2) sentence 6
of the German Corporate Governance Code (the
”Code”), the amount of Management Board com-
pensation shall be capped, both overall and for
variable remuneration components. In March 2014,
against the background of changed regulatory
requirements, and based upon a proposal by the
Remuneration Control Committee, the Supervisory
Board approved a new remuneration system for
members of the Management Board, with effect
from 1 January 2014. The new remuneration system
complies with the recommendation in section
4.2.3 (2) sentence 6 of the Code. In this connec-
tion, a maximum amount ("cap”) was resolved for
the variable, performance-related remuneration com-
ponent of the Management Board — for the 2013
financial year, and for subsequent financial years.
As the only exception, no cap applies to virtual
shares granted for the 2012 financial year or earlier
financial years, or to virtual shares still to be granted
under applicable rules governing the deferral of
variable remuneration components. However, such
virtual shares will be settled and disbursed for the
last time in 2018, after expiry of the retention period
and any applicable holding or blocking periods,
based on the weighted average price (Xetra®) of
the five exchange trading days following the expiry
of the period. Pursuant to section 25d of the KWG,
the Executive and Nomination Committee of
Aareal Bank AG’s Supervisory Board is required



to assume additional tasks which are not supposed
to be prepared by shareholder representatives on
the Supervisory Board alone. Hence, the Exec-
utive and Nomination Committee also includes
employee representative members, in contraven-
tion of the recommendation in section 5.3.3 of
the Code. However, the Committee will ensure
that the nomination of candidates for election by
the Annual General Meeting will be determined
exclusively by shareholder representatives on the
Committee.

The Management Board

The Management Board is responsible for manag-
ing the Company. In doing so, it is obliged to act
in the best interests of the Company and under-
takes to increase its sustainable enterprise value.
The Management Board ensures that all provisions
of law are complied with, and endeavours to
achieve their compliance throughout Group com-
panies. The Management Board develops the
company strategy, coordinates it with the Super-
visory Board, and ensures its implementation.
The Management Board ensures appropriate and
sustainable risk management and risk control
throughout the Company. The Management Board
cooperates on the basis of trust with Aareal Bank
AG’s other executive bodies, and with employee
representatives.

There were no conflicts of interest affecting mem-
bers of the Management Board within the meaning
of the Corporate Governance Code in the 2016
financial year.

Diversity

The Management Board has made an express
commitment to diversity in Aareal Bank Group, and
published it on the Internet and Intranet. Aareal
Bank defines diversity as:

e An appreciation for the uniqueness of every
individual and respect for their differences

e Equal opportunities at all levels

e The prevention of discrimination of any kind

e The belief that diversity enriches corporate
culture and also represents a success factor in
reaching strategic goals

The goals are to promote Aareal Bank Group’s
image as a modern employer, to strengthen
employee commitment and increase employee
motivation, to ensure skills and competencies are
fostered individually in a way that promotes em-
ployee performance, to react to demographic change
and an ageing workforce, and to take into account
individual circumstances and stages of life.

In order to highlight the significance of diversity
and document the fact that the concept of diversity
is very important to Aareal Bank Group, the

Bank signed the Charter of Diversity (an initiative
launched by the German industry in 2006) in
2013.

Aareal Bank Group currently employs people
from 28 different countries. When filling positions
abroad, the Bank takes care to predominantly
appoint local staff.

The share of female employees in Aareal Bank AG
was 45.1 % in the 2016 financial year, with women
accounting for 22.9 % of executive positions.
Within Aareon, the figures were 32.7 % and 21.8 %,
respectively.

Severely disabled persons made up 3.9 % of
Aareal Bank’s staff base in 2016. This employee
group is represented in the Group’s German
entities by a disability representative.

Equal treatment

Aareal Bank Group attaches great importance to
the equal treatment of women and men, whether
in the context of filling vacant positions, with regard
to continuous professional development, or in
terms of remuneration. Specifically, any vacancies
below senior executive level are generally published
throughout the Company, in the form of job adver-
tisements that all members of staff — male or
female — may apply for. When setting the remu-
neration of employees, we do not differentiate by



gender but rely exclusively on aspects such as
qualification, professional experience or training.

Likewise, qualification is the decisive criterion for
the appointment of employees to positions; this

is examined regularly by employee representative
bodies, within the scope of their co-determination
rights. The principle that qualifications and inter-
national experience are the primary criteria for
choosing a candidate also applies for the Manage-
ment Board.

In accordance with the German General Equal
Treatment Act (Allgemeines Gleichbehand-
lungsgesetz — "AGG”), Aareal Bank and Aareon
have AGG Officers in Germany. Special AGG-re-
lated training measures are carried out for all em-
ployees. In the US, the employee manual contains
rules designed to avoid harassment at the work-
place ("Anti-Harassment Rules”).

Supervisory Board

The task of the Supervisory Board is to regularly
advise and supervise the Management Board in
the management of the Company. It is involved in
decision-making that is of fundamental import-
ance to the Company, and cooperates closely and
on the basis of trust with the Management Board.

The Supervisory Board has created committees
for its work. Responsibility for individual duties
has been delegated to these committees. The
members of the Supervisory Board and their func-
tions in the Supervisory Board’s committees are
outlined in the ”"Description of Management Board
and Supervisory Board work processes”, and in
the List of Offices Held, both of which form part
of this annual report. The Supervisory Board reports
on its duties and the events of the 2016 financial
year in its report.

The option of preparing meetings separately
with shareholder representatives and employee
representatives is used by the Supervisory Board
in exceptional cases only. However, some of the
meetings have been prepared separately in 2015

for the last time. Meetings were held without
employee representatives present (Executive and
Nomination Committee meetings preparing the
election of shareholder representatives at the Annual
General Meeting on 20 May 2015). Moreover, in
accordance with the provisions of the KWG, Super-
visory Board meetings were held with limited
presence of the Management Board during the dis-
cussion of selected agenda items.

In line with section 5.2 of the Code, the Chairman
of the Supervisory Board does not chair the Audit
Committee. This position is held by Prof. Dr
Wagner, who is a certified public auditor and tax
advisor and who has many years of experience
gained as a partner in audit firms.

In its Conflicts of Interest Policy, the Supervisory
Board has laid down procedures on how to prevent
or handle potential conflicts of interest affecting
members of the Management Board or the Super-
visory Board. Specifically, the Policy provides
that individual Supervisory Board members shall
establish transparency even where there is only a
potential conflict of interest. The members of the
Supervisory Board have declared in writing that
no conflicts of interest pursuant to section 5.5.2 of
the Corporate Governance Code arose during the
financial year under review.

The Supervisory Board regularly reviews the effi-
ciency of its own activities, with support provided
by external consultants. In line with the require-
ments set out in section 25d (11) of the KWG, the
Executive and Nomination Committee is in charge
of the preparation and execution of the efficiency
review. The results of this review serve to further
improve the work carried out by the Supervisory
Board, as well as enhancing cooperation between
the Supervisory Board and Management Board.
The Chairman of the Supervisory Board presented
the results of the efficiency review for the year
2016 in the meeting on 23 March 2017 and dis-
cussed these with the members in detail. The
Supervisory Board will incorporate these findings
into its work.



The Supervisory Board has the required knowledge,
skills, and professional expertise to properly per-
form its duties. In accordance with section 5.4.5
of the Code, the Supervisory Board members
regularly attend continuous professional develop-
ment measures, and are supported to this effect
by the Company.

The Report of the Supervisory Board provides a
detailed review of the activities of the Supervisory
Board and its Committees.

Guidelines regarding the composition
of the Supervisory Board (shareholder
representatives)

Key factors taken into account for nomination to
the Supervisory Board are the professional aptitude
and the experience of candidates — also in relation
to the Group’s international activities. The Super-
visory Board of Aareal Bank AG believes that it is
sufficiently independent. Since the elections to the
Supervisory Board at the Annual General Meeting
2015, all shareholder representatives to the Super-
visory Board have been independent, as defined
by section 5.4.2 of the Code.

Within the framework of actual decisions concern-
ing potential members, the Supervisory Board

of Aareal Bank AG assesses the independence of
the respective candidate, duly taking that inde-
pendence into account. In particular, it takes care
to ensure that individual members are unbiased.

Any individual whose circumstances may give rise
to conflicts of interest cannot be considered as

a candidate. At the time of election to the Super-
visory Board, candidates should generally be less
than 70 years old. When selecting suitable candi-
dates, the Supervisory Board considers the target
quota of female members of at least 30 %, as well
as a variety in terms of age, education and profes-
sional experience, with a view to its overall com-
position. Specifically, the Supervisory Board should
not exclusively consist of members who are older
than 60 years, nor should all of its members have
acquired the majority of their professional experi-
ence with banks.

Guidelines regarding the composition of the
Management Board

When selecting new members of the Management
Board, the Supervisory Board considers the duties
at hand, in the context of overall responsibility to
be assumed on the Management Board, as well as
concerning individual Management Board sections.
Each candidate must be reliable and sufficiently
qualified to fulfil these duties. In particular, the
Supervisory Board considers the target quota of
25 % female Management Board members when
selecting candidates. Moreover, where several
candidates are available with equal qualifications,
the Supervisory Board will additionally consider
the objective of ensuring maximum variety in
terms of different educational backgrounds and
professional experience.

Guidelines for the setting of targets for
female quotas

In accordance with the German Act for Equal Par-
ticipation of Women and Men in Senior Positions
in Private Enterprises and the Public Sector (Gesetz
fur die gleichberechtigte Teilhabe von Frauen und
Miénnern an Fihrungspositionen in der Privatwirt-
schaft und im o6ffentlichen Dienst), Aareal Bank AG
has set targets for the share of female members
of the Supervisory Board and the Management
Board, as well as for the two management levels
below the Management Board.

Specifically, the Supervisory Board of Aareal Bank
AG has set itself the target of maintaining the
30 % share of women on the Supervisory Board
and of 25 % on the Management Board (which the
Bank had achieved prior to the Act coming into
force), until 30 June 2017 In parallel, the Manage-
ment Board has set target quotas of 6.3 % for

the first and 21.4 % for the second management
level below the Management Board; these quotas
are also to be achieved by 30 June 2017



Purchase or sale of the Company’s shares

In 2016, members of the Company’s executive
bodies did not carry out any transactions involving
the Company’s shares, which would have required
publication in accordance with the requirements
of Article 19 of the EU Market Abuse Regulation
(596/2014/EU), in conjunction with section 15 of
the WpHG. At the end of the financial year, aggre-
gate shareholdings of members of executive bod-
ies in the Company’s shares were less than 1% of
the issued share capital of Aareal Bank AG.

Transactions with related parties

Related party transactions are detailed in the
Notes to the financial statements.

Accounting policies

Aareal Bank AG prepares the Group’s accounts

in accordance with International Financial Report-
ing Standards (IFRSs). The single-entity financial
statements of Aareal Bank AG are prepared in
accordance with the provisions of the German
Commercial Code (Handelsgesetzbuch — HGB).
The Management Board prepares the financial
statements of Aareal Bank AG and the consolidated
financial statements. The external auditors submit
their report on the audit of the financial statements
and consolidated financial statements to the Super-
visory Board. The Annual General Meeting on

25 May 2016 appointed PricewaterhouseCoopers
GmbH Wirtschaftspriifungsgesellschaft, Frankfurt/
Main, as the auditors for the 2016 financial year.
Having ascertained the independence of the ex-
ternal auditors, the Supervisory Board appointed
PricewaterhouseCoopers GmbH Wirtschafts-
prifungsgesellschaft in this capacity, and defined
the key matters of the audit. The external auditors
conducted the audit in line with instructions given.
The fees paid to the external auditors are shown
in the Notes to the financial statements.

The Supervisory Board approves the financial
statements and the consolidated financial state-

ments, and thus confirms the financial statements.
Details regarding the examinations carried out

by the Supervisory Board, and the results of such
examinations, are provided in the Report of the
Supervisory Board.

PricewaterhouseCoopers GmbH Wirtschaftsprii-
fungsgesellschaft (PwC), the auditors of the 2016
financial statements — as elected by the Annual
General Meeting 2016 and instructed accordingly
by the Supervisory Board — have exercised their
audit activities under the management of Messrs
Stefan Palm and Lukas Sierleja. In accordance with
internal regulations, all employees of the external
auditors, including the responsible partners and
lead auditors, rotate their assignment to specific
audit assignments on a regular basis — in this case,
every five years.

Mr Palm, PwC’s responsible partner, has audited
Aareal Bank since 2013; Mr Sierleja, the responsible
lead auditor, since 2016.

Relationship to shareholders

Aareal Bank holds a General Meeting of share-
holders once a year. Shareholders are thus given
the opportunity to actively participate in the
development of their Company.

At the Annual General Meeting, the shareholders
decide, in particular, on the formal approval for
the members of the Supervisory Board and Man-
agement Board for the financial year under review,
on the appropriation of any net retained profit,
amendments to the Memorandum and Articles of
Association, and authorisations on capital adjust-
ments. The Annual General Meeting also elects
the auditor for the Company.

The Company’s shareholders may submit state-
ments or proposals in writing, by fax or e-mail, to
the Company. They may also request to speak at
the Annual General Meeting. The shareholders may
also submit counter or supplemental motions to
the agenda items at the Annual General Meeting, so
that they participate in structuring and influencing



the meeting. The Management Board and the
Supervisory Board refer to shareholders’ comments
made during the general debate, or to motions
submitted by shareholders in advance, to respond
to questions, or to comment on other contributions.

Communications

Aareal Bank assigns great importance to extensive
communications with all of the Bank’s stakeholders.
We have set ourselves the targets of actively,
transparently and openly communicating with all
stakeholders, taking into account the interests of
all stakeholders. In this context, we make extensive
use of our website to inform about current develop-
ments affecting the Group, and to provide identical
information to all target groups at the same time.
All press releases, ad-hoc disclosures, corporate
presentations, as well as annual and quarterly reports
published by Aareal Bank are available on the
Bank’s website to any interested person, and may
be downloaded from there. In addition, the financial
calendar is updated regularly, and provides informa-
tion about upcoming events.

Aareal Bank publishes details on the financial
position and performance five times annually. On
these occasions, the Management Board gives a
personal account of results, within the scope of
press conferences and analysts’ events, as well as
issuing press releases.

We are not currently broadcasting parts of the
Annual General Meeting on the internet, nor is it
currently possible to give instructions or cast votes
online. This is because, given the low level of
acceptance of such a service amongst our share-
holders, the related efforts and costs would have
been excessive. Aareal Bank will continue to review
demand for such a service on a regular basis.

Disclosures regarding Corporate
Governance standards

Aareal Bank AG is a public limited company under
German law (Aktiengesellschaft — "AG”) whose

shares are included in the mid-cap MDAX index.
Aareal Bank AG’s corporate governance practices
are governed, inter alia, by legal rules applicable
to public limited companies and credit institutions,
and by the Company’s Memorandum and Articles
of Association, which are published on its website
and in its Commercial Register entry (under com-
pany number HRB 13184). Based on the Memo-
randum and Articles of Association, the Supervisory
Board has adopted internal rules of procedure for
itself, and for the Management Board. Aareal Bank
AG has also adopted an internal Code of Con-
duct, providing guidelines for correct, ethical and
responsible conduct of employees and executive
bodies. Moreover, Aareal Bank’s corporate govern-
ance is guided by a comprehensive set of internal
rules and regulations, which provide concrete
guidance on the conduct and processing of the
Bank’s business, in line with legal and regulatory
rules. All members of staff have access to these
documents, via common internal communications
channels such as the Bank’s intranet.

Description of Management Board
and Supervisory Board work
processes

The Supervisory Board

In accordance with Aareal Bank AG’s Memorandum
and Articles of Association, the Supervisory Board
consists of twelve members. Once elected by the
Annual General Meeting, the members of the Super-
visory Board elect a Chairman and two Deputy
Chairmen from amongst them, for the duration of
their term of office. At present, Ms Marija Korsch
serves as Chairman of the Supervisory Board. Her
deputies are Prof. Dr Stephan Schiller (as share-
holder representative) and York-Detlef Biilow (as
employee representative). The majority of share-
holder representatives to the Supervisory Board
were elected by the Annual General Meeting held
on 20 May 20I5. In the financial year 2010, em-
ployee representatives were elected by the special
negotiating body, a body representing employees
following the merger of Aareal Bank France S.A.
into its parent company Aareal Bank AG.



During the financial year under review, the Com-
pany’s Supervisory Board comprised:

Hans-Dietrich Voigtlander

Senior Partner at BDG Innovation +
Transformation GmbH & Co. KG

Marija Korsch, Chairman of the Supervisory Board
of Aareal Bank AG

Former Partner of Bankhaus Metzler
seel. Sohn & Co. Holding AG

Prof. Dr Hermann Wagner,
Chairman of the Audit Committee

German Public Auditor and tax advisor

Supervisory Board offices held: Just Software AG

Prof. Dr Stephan Schiiller, Deputy Chairman of the
Supervisory Board of Aareal Bank AG

Supervisory Board offices held: btu beraterpartner Holding,
PEH Wertpapier AG, DEMIRE Deutsche Mittelstand
Real Estate AG, Squadra Immobilien GmbH & Co. KGaA

Spokesman of the General Partners of
Bankhaus Lampe KG

Beate Wollmann*

Employee of Aareon Deutschland GmbH

Supervisory Board offices held: DePfa Holding Verwaltungs-
gesellschaft mbH, Universal-Investment-Gesellschaft mbH,
Howaldt & Co. Investmentaktiengesellschaft TGV

York-Detlef Biillow*, Deputy Chairman of the
Supervisory Board of Aareal Bank AG

Employee of Aareal Bank AG

Thomas Hawel*

Employee of Aareon Deutschland GmbH

Supervisory Board offices held: Aareon Deutschland GmbH

Dieter Kirsch*

Employee of Aareal Bank AG

Richard Peters

President and Chairman of the Management Board of
the Versorgungsanstalt des Bundes und der Lander

Supervisory Board offices held:
DePfa Holding Verwaltungsgesellschaft mbH

Dr Hans-Werner Rhein

Solicitor

Supervisory Board offices held: Deutsche Familien-
versicherung AG, Gothaer Allgemeine Versicherung AG

Sylvia Seignette

Former CEO, Germany and Austria, Crédit Agricole
CIB (formerly Calyon)

Elisabeth Stheeman

Senior Advisor, Bank of England,
Prudential Regulation Authority

Supervisory Board offices held: TLG Immobilien AG, Courno

* Employee representative to the Supervisory Board of Aareal Bank AG

Reference is made to the Corporate Governance
Report concerning the independence of Supervisory
Board members, for the purposes of the Corporate
Governance Code. The members of the Supervisory
Board have sufficient professional knowledge to
competently perform their duties. The shareholder
representatives have held — or still hold — executive
positions in the banking or insurance sectors.

As a German Public Auditor and tax advisor — and
hence, an independent financial expert — Professor
Dr Hermann Wagner chairs the Audit Committee
of Aareal Bank AG’s Supervisory Board.

The Supervisory Board conducts its business in
the best interests of the Company and its Group
entities, in accordance with the law, the Memoran-
dum and Articles of Association, the internal rules
of procedure, the German Corporate Governance
Code (as amended from time to time), and Aareal
Bank AG’s Code of Conduct. The Supervisory
Board determines which transactions have funda-
mental importance, and hence require the approval
of the Supervisory Board.

The Supervisory Board has established six com-
mittees in order to perform its supervisory duties in
an efficient manner: the Executive and Nomination
Committee, the Remuneration Control Committee,
the Risk Committee, the Committee for Urgent



Decisions, the Audit Committee, and the Tech-
nology and Innovation Committee.

Executive and Nomination Committee

The Executive and Nomination Committee advises
the Management Board and prepares the resolutions
of the Supervisory Board. The committee consists
of the Chairman of the Supervisory Board, and

up to four additional Supervisory Board members.

The committee has the following members:

Marija Korsch Chairman
York-Detlef Bulow Deputy Chairman
Prof. Dr Stephan Schiller Deputy Chairman

Richard Peters

Dr Hans-Werner Rhein

The Executive and Nomination Committee prepares
the plenary meetings of the Supervisory Board,
together with proposed resolutions. The commit-
tee’s area of responsibility also includes assessing
the internal condition of the Group, and issues
concerning personnel planning for the Management
Board (also regarding the contracts with individual
Management Board members, based on the re-
muneration system prepared by the Remuneration
Control Committee and adopted by the plenary
meeting of the Supervisory Board). The Executive
and Nomination Committee compiles profiles
defining the requirements for members of the Man-
agement Board and the Supervisory Board; based
on an annual evaluation, it determines the extent
to which the members of the Management Board
or Supervisory Board have a need for further train-
ing, or whether other adjustments are required.
Furthermore, the Executive and Nomination Com-
mittee discusses decision proposals regarding con-
nected-party loans as well as other transactions
between members of administrative, management
and supervisory bodies and the Company or its
subsidiaries.

Remuneration Control Committee

In accordance with section 25d (12) of the KWG,
the Remuneration Control Committee monitors
whether the structure of the remuneration systems
for Management Board members and employees
is appropriate, taking into account the impact of
remuneration systems on Aareal Bank’s overall
risk profile. The Remuneration Control Committee
prepares corresponding proposals concerning
remuneration (including for members of the Man-
agement Board) for the plenary meeting of the
Supervisory Board. The Remuneration Control
Committee receives the information provided by
Aareal Bank’s Remuneration Officer pursuant to
section 23 of the German Regulation on Remuner-
ation in Financial Institutions (InstVergV) as well
as the disclosure concerning the remuneration
system pursuant to section 16 of the InstVergV.
The committee consists of the Chairman of

the Supervisory Board, and up to four additional
Supervisory Board members.

The committee has the following members:

Marija Korsch Chairman

York-Detlef Bulow Deputy Chairman

Prof. Dr Stephan Schiller Deputy Chairman

Dieter Kirsch

Hans-Dietrich Voigtlander

Risk Committee

The Risk Committee consists of the Chairman

of the Supervisory Board and up to five additional
members. The committee has the following
members:

Sylvia Seignette Chairman

Elisabeth Stheeman Deputy Chairman

Dieter Kirsch

Marija Korsch

Dr Hans-Werner Rhein

Prof. Dr Hermann Wagner




The Risk Committee deals with all types of risk
Aareal Bank is exposed to in its business activities.
Besides credit risks, this also encompasses market
risks, liquidity risks, and operational risks, taking
into account the Bank’s risk-bearing capacity as
defined in the Minimum Requirements for Risk
Management in Banks (MaRisk). The monitoring
of credit risks also includes approving loans which,
pursuant to the internal rules of procedure for the
Management Board, require the approval of the
Supervisory Board. Until December 2016, this also
included decisions on connected-party loans pur-
suant to section 15 (1) nos. 6-12 of the German
Banking Act (KWG), unless such loans were dealt
with by the Executive and Nomination Committee.
Since December 2016, decisions on connected-
party loans have been made by the Executive and
Nomination Committee.

The committee is also responsible for reviewing
the contents of the risk strategy, in accordance
with the MaRisk. The submission of the credit risk
strategy to the plenary meeting of the Supervisory
Board remains unaffected by this function, as is
intended by the MaRisk.

Committee for Urgent Decisions

The Committee for Urgent Decisions is a sub-
committee of the Risk Committee. Its members
are elected from amongst the members of the

parent committee.

The committee members are:

Sylvia Seignette

Elisabeth Stheeman

Dieter Kirsch

Marija Korsch

Dr Hans-Werner Rhein

Prof. Dr Hermann Wagner

The Committee for Urgent Decisions takes lending
decisions which, pursuant to the internal rules of
procedure for the Management Board, require Super-
visory Board approval, and which are particularly
urgent. Since the committee passes its resolutions

by way of circulation, it does not hold any meetings.
Any decisions taken between meetings of the Risk
Committee are discussed at the subsequent meeting.

Audit Committee

The Audit Committee is concerned with all ac-
counting issues, as well as regarding the audit of
Aareal Bank AG and Aareal Bank Group. The
committee is chaired by an independent financial
expert. The members of the Audit Committee are:

Prof. Dr Hermann Wagner Chairman

Prof. Dr Stephan Schiller Deputy Chairman
York-Detlef Bulow

Marija Korsch

Richard Peters

Hans-Dietrich Voigtlander

The committee is responsible for the preparation
and conduct of the audit of the financial state-
ments and the consolidated financial statements;
it prepares the decisions to be taken by the Super-
visory Board on the basis of the committee’s
analysis of the external auditors’ reports. For this
purpose, the committee reports to the plenary
meeting of the Supervisory Board on the results of
its analysis and the assessments derived. Preparing
the audit of the financial statements also com-
prises the preparations for instructing the external
auditors (by virtue of the corresponding resolution
passed by the Annual General Meeting), verifying
the independence of the external auditors, negoti-
ating the auditors’ fees, and determining key matters
of the audit. The Audit Committee also discusses
quarterly and half-yearly financial reports with the
Management Board, and obtains the external
auditors’ report on their review of the half-yearly
report. Furthermore, the Audit Committee is re-
sponsible for examining the projections submitted
by the Management Board; the reports by the
Compliance Officer and Internal Audit are addressed
to the committee. The committee is also respon-
sible for monitoring the effectiveness of the internal
control system.
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Technology and Innovation Committee

The Technology and Innovation Committee comprises
the following members of the Supervisory Board:

Hans-Dietrich Voigtlander Chairman

Marija Korsch Deputy Chairman

Thomas Hawel
Richard Peters

Elisabeth Stheeman

The committee deals with issues concerning
information technology used within the Company,
and with issues related to IT products created and
distributed by Aareal Bank Group entities.

The Management Board

The Management Board manages Aareal Bank AG’s
business in accordance with the law, the German
Corporate Governance Code, the internal rules

of procedure for the Management Board adopted
by the Supervisory Board, and the Code of Con-
duct of Aareal Bank AG. The Management Board
develops the overall company strategy, discusses
it with the Supervisory Board, and ensures its
implementation.

The members of the Management Board, and
their respective areas of responsibility, are outlined
in Note (99).

The Management Board informs the Supervisory
Board regularly, without delay and comprehensively,
orally and in writing, on all issues in respect of
which the Supervisory Board requires information
to fully perform its duties and obligations.



