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1 Introduction

The statutory requirements for remuneration systems in the
banking sector have undergone regular changes and frequent
tightening measures since the financial crisis. The high degree
of regulation of remuneration systems restricts banks’ scope
for action as compared to other industries or less tightly
regulated areas of the financial sector in the competition to
attract talent. Challenges faced by the Bank in the coming
years will include that of recruiting and retaining the
employees with the right skills for the digital transformation
within the financial sector despite these regulatory require-
ments.

At the European level, the remuneration regulations for banks
and financial institutions have been enshrined in such EU
legislation as the Capital Requirements Directive IV (CRD V)
and Capital Requirements Regulation (CRR), among other
regulations.

The requirements of CRD |V are implemented at the national
level mainly through the German Remuneration Ordinance for
Institutions (Institutsvergltungsverordnung, InstitutsVergV)
and the German Banking Act (Kreditwesengesetz, KWG).
As the final stage in a three-stage implementation process,
they ensure that the principles and standards of the
Financial Stability Board (FSB) and the remuneration-related
regulations of CRD IV are anchored in national law.

With the “Guidelines on sound remuneration policies and
disclosures” (from the European Banking Authority - EBA),
the European-level provisions of CRD IV are defined more
concretely in order to harmonise the sometimes hetero-
geneous legislation implementing CRD IV in the various
EU states. The EBA guidelines are implemented in German
law through the third version of the InstitutsVergV.

Both regulations result in further restrictions on the structure
of remuneration systems as well as an expansion of control
mechanisms as compared to existing regulations.

As the third version of the InstitutsVergV will only enter into
force in the course of 2017, this 2016 remuneration report is
still based on the version of 16 December 2013.

A separate remuneration report will not be prepared for
Hypothekenbank Frankfurt AG, as the reporting obligation no
longer applies following the surrender of the banking licence
in the second quarter of the year under review and the related
transformation of that bank into Loan Solutions Frankfurt
GmbH. The quantitative information on the remuneration of
the employees and Risk Takers of the former Hypothekenbank
Frankfurt are included in the remuneration tables in this
report.

2016 Remuneration Report
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2 Remuneration strategy

The remuneration strategy sets the guidelines for the remunera-
tion policy within the Commerzbank Group in order to ensure
competitive compensation of employees in line with their
performance. The remuneration strategy is derived from the
human resources strategy and is in harmony with the business
strategy and risk strategy of the Commerzbank Group. It is
generally applicable to the entire Group.

The human resources strategy defines in a challenging regula-
tory and economic environment an operational framework and
core strategic issues that contribute to the Bank’s future viability.

The remuneration strategy of Commerzbank is developed under
the auspices of the Human Resources (HR) Division, and coordi-
nated with the experts and managers responsible for the HR
strategy, with ongoing involvement of the remuneration officer.
Further coordination of the remuneration strategy takes place
with Group Development & Strategy, Group Finance, Group
Legal, and Group Risk Management. The core issues of the
strategy are also discussed with selected subsidiaries.

The remuneration strategy was approved by the Board of
Managing Directors in July 2015 and subsequently acknow-
ledged by the Supervisory Board. After amendments to the
Group strategy, the remuneration strategy was reviewed in
November 2016 and implemented without changes for the 2016
financial year for Commerzbank AG and the subsidiaries of the
Commerzbank Group in accordance with internal regulations
(please refer to Chapter 5). The remuneration strategy is access-
ible to all Bank employees via the company intranet.

The remuneration systems for the 2016 financial year, which are
based on this remuneration strategy, helped the Bank to achieve
its strategic goals. At the same time, they ensured a remunera-
tion level that will enable the Bank to attract and retain sufficient
numbers of qualified staff in a dynamic market environment. In
that regard, the Bank ensures that both the remuneration
models and parameters and the remuneration components are
sustainable, i.e. that they are geared to long-term business
success and are structured transparently.

In particular, the remuneration strategy and systems help to
avoid false incentives that run counter to fair and competent
advice and to the needs of customers.

At Commerzbank, overall remuneration consists of several
components:

With competitive remuneration based on results and
performance, primarily oriented towards the company’s
success, the Bank seeks to place equal emphasis on the
interests of shareholders and employees while supporting
long-term corporate performance.

With discretionary fringe benefits, the Bank also creates a
working environment that encourages performance, offers
recognition to employees, and supports them beyond the
immediate workplace.

In addition to statutory and private pension schemes,

the Bank offers its employees a company pension scheme
with various implementation options. This company
pension scheme helps to ensure that employees can retire
with a high level of security.

These remuneration components result in competitive
compensation for employees, taking into account an
appropriate balance of variable to fixed remuneration. In the
ongoing development of its remuneration models, the Bank
pursues the aims of rewarding performance and fostering the
employee behaviour which contributes positively towards
corporate success while complying with regulatory require-
ments.

In connection with remuneration issues - or in any other area -
Commerzbank does not tolerate any form of discrimination
with regard to gender, ethnic background, sexual orientation,
age, religion, or disabilities.

In September 2016, the new Commerzbank business strategy
was published, with the objectives “focussed business
model”, “digital technology company” and “improved
efficiency”. It came into effect at the start of the 2017
financial year. As the “Commerzbank 4.0” strategy also affects
the Bank’s HR and remuneration strategy, Group Human
Resources is currently assessing the implications of the new
Group strategy in that regard.

The concrete update of the remuneration strategy will take
place within the framework of a project to implement
the requirements under the third version of the German
Remuneration Ordinance for Banks in the course of 2017.

2016 Remuneration Report
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3 Compensation governance

structure

Pursuant to Section 15 InstitutsVergV, Commerzbank estab-
lished a Remuneration Control Committee as a subcommittee
of the Supervisory Board, and a Remuneration Officer and a
deputy were appointed, pursuant to Section 23 et. seq.
InstitutsVergV.

Moreover, the additionally created Remuneration Committee
ensures the proper involvement of control units in the
structuring and monitoring of the remuneration systems as
required in Section 3 Paragraph 3 InstitutsVergV.

* Information :
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* Support in monitoring ; (SB)
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* Preparation of decisions
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Remuneration Control Committee (RCC)

Tasks

- Assessing the remuneration systems on the basis
of or with reference to the risk, capital, and
liquidity situation of the institution

- Ensuring that remuneration systems are aligned
with the business, risk, and remuneration strategy
of the Group

Cooperation

Risk Committee (RC)

Tasks

- pursuant to Section 25d (12) of the German Banking Act
(KWG) examination of whether incentives provided by
the remuneration system take into consideration risk,
capital, liquidity, and the likelihood and timing of earnings.

]
1 A :
1 : Information
: 1 Support
i
S Appointment.__ Board of Managing | .

. o i (after hearing Directors ¢ Information
Right to give | i Supervisory Board) i Support
instructions |, 1 H

!
. H
\ A \4

Remuneration Officer (RO)
Tasks

- Ongoing monitoring of appropriateness
- Support of Remuneration Control Committee

with regard to remuneration systems of employees
Supporting Remuneration Control Committee

on overarching issues

Preparation of the remuneration control report
Other issues

Regulatory requirements pursuant to KWG/InstitutsVergV

Cooperation

Remuneration Committee (RemCo)

Tasks
- Ensuring appropriate involvement of the control units

in structuring and monitoring the remuneration systems
pursuant to Section 3(3) InstitutsVergV

Requirements from InstitutsVergV; formal implementation at
institution’s discretion

Figure 1: Overview of the compensation governance structure at Commerzbank

3.1 Compensation Control Committee

Pursuant to Section 25d Paragraph 12 in conjunction with
Paragraph 7 KWG, Commerzbank has set up a conjunction
Compensation Control Committee. The Compensation
Control Committee is made up of the Chairman of the Super-
visory Board, its Deputy Chairman pursuant to Section 27
Paragraph 1 of the Codetermination Act, and one member
each from the shareholder and employee representatives.

The Compensation Control Committee prepares the decisions
by the Supervisory Board on the appropriate structure of the
remuneration system for the Board of Managing Directors and

supports the Supervisory Board in setting the fixed and
variable remuneration components for members of the Board
of Managing Directors. It considers in particular the effects of
the resolutions on the company’s risks and the risk manage-
ment and takes into account the long-term interests of the
shareholders, investors, other stakeholders, and the public.
It also supports the Supervisory Board in monitoring the
appropriate structure of the remuneration systems for
employees, particularly that of the heads of risk controlling
and the compliance function as well as the employees with a
material influence on the Bank’s overall risk profile.
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The Compensation Control Committee supports the Super-
visory Board in determining whether the total amount of
variable remuneration for the members of the Board of
Managing Directors has been ascertained in accordance with
the regulatory standards and whether the policies with regard
to assessing, reducing, and cancelling variable remuneration
are appropriate. The review takes place on a regular basis at
least once a year.

In addition, the Compensation Control Committee monitors
the proper involvement of the internal control functions and all
other relevant units in the structuring of the remuneration
systems. It assesses the effects of the remuneration systems of
the Board of Managing Directors and employees on the risk,
capital, and liquidity situation of the Bank and the Group. In
this context, the Committee ensures that the remuneration
systems are compatible with the business strategy and the risk
strategies derived from it and are geared to the remuneration
strategy on the Bank and Group levels.

The tasks of the Compensation Control Committee are set out
in detail in the Rules of Procedure of the Supervisory Board,
which are published on the Commerzbank AG websites.

In the 2016 financial year, the Compensation Control Committee
of Commerzbank met twice.

3.2 Remuneration Officer

As a major institution, Commerzbank is required pursuant to
Section 23 Paragraph 1 Sentence 2 InstitutsVergV to appoint
a remuneration officer and a deputy in order to ensure
appropriate, long-term, and effective monitoring of the
remuneration systems of the employees.

The tasks of the Remuneration Officer of Commerzbank are
defined in Section 24 InstitutsVergV. She performs her
monitoring responsibilities independently. The Remuneration
Officer has the necessary authority and the required material
and staff resources, both in terms of quantity and quality, to
perform her tasks, and she takes part in training courses on a
regular basis. She cooperates closely with the respective
control units.

The Remuneration Officer monitors the appropriateness of
the staff remuneration systems and the related internal
regulations and processes in accordance with the require-
ments of the InstitutsVergV. She ensures proper compliance
with all documentation and information obligations and main-
tains communications with the regulatory authorities.

The Remuneration Officer checks to ensure that the total
amount of variable remuneration is determined properly.
Moreover, she ensures that the policies for setting remunera-
tion parameters and performance contributions as well as

for defining the requirements for complete cancellation or
partial reduction of variable remuneration are appropriate.
A particular focus is placed on the criteria for Risk Takers,
their identification and the assessment of their performance
at the end of the variable remuneration deferral period.

The Remuneration Officer and her deputy are appropriately
integrated into the conceptual development of new and
existing remuneration systems and in their ongoing
processes. They communicate closely with the chairman of
the Remuneration Control Committee and support him in the
performance of his monitoring and structuring duties.

These tasks and the organisational positioning of the
Remuneration Officer are summarised in a mandate and set
out in the Bank’s organisational guidelines.

3.3 Remuneration Committee

The Remuneration Committee was set up in order to involve the
Bank’s control units appropriately in the structuring and moni-
toring of the remuneration systems within the Commerzbank
Group pursuant to Section 3 Paragraph 3 of the InstitutsVergV.
For this reason, the control units as defined in Section 2
Paragraph 9 InstitutsVergV along with the divisions Group
Finance and Group Legal have permanent representatives on
the Remuneration Committee. The Remuneration Officer is also
a member.

The Remuneration Committee is involved to an appropriate
extent in the structuring of the remuneration systems of major
institutions in the Commerzbank Group. This includes in
particular being provided with detailed information when
remuneration systems are designed, changed, or withdrawn
from use. Pursuant to Section 27 InstitutsVergV, it must be
properly informed of changes in the remuneration systems of
subordinated Group institutions.

In addition, the Remuneration Committee assesses whether the
remuneration systems are compatible with the Bank’s business,
risk and personnel strategy and whether they must be adjusted
in case of changes to the above-mentioned internal standards.
The Remuneration Committee informs the Board of Managing
Directors of any developments adversely affecting the
appropriateness of the remuneration systems and, if applicable,
suggests possible courses of action to correct them.

The tasks, composition, decision-making procedures, and the
organisation of the Remuneration Committee are set forth in
Rules of Procedure included in the Bank’s organisational guide-
lines.

In the 2016 financial year, the Remuneration Committee

convened twice and, in addition, was kept up to date on current
issues by means of circulation procedure and newsletters.
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4 Remuneration system

For the employees of Commerzbank the fixed remuneration
constitutes the main part of their remuneration. The fixed
remuneration is based primarily on the employee’s
qualifications and competencies and the requirements of the
function exercised by him. For pay-scale employees, the
remuneration is oriented to the criteria of the Framework
Collective Agreement for the Private Banking Sector. For non-
pay-scale employees, the requirements are described in six
successive career levels. Through the career levels, the Bank’s
non-pay-scale functions are structured in ascending order in
relation to their internal importance.

The fixed remuneration may be supplemented by variable
remuneration. The different target group-oriented remuneration
models guarantee a fixed, market-oriented, and performance-
oriented variable remuneration at all levels which - apart from
the Group’s and the individual segments’ contributions to
overall success - also takes into consideration the employee’s
individual performance contribution. To this end, the Bank has
determined salary bandwidths and, if required, target amount
bands both for fixed remuneration as well as for variable
remuneration, which depend on the individual career levels
and remuneration models.

The remuneration models of Commerzbank are geared to the
various employee groups:

Pay-scale remuneration: for all pay-scale employees
Non-pay-scale (NPS) model: for non-pay-scale employees
not covered by the investment banking or management
model

Investment banking model (IB model): in 2016 for all
non-pay-scale employees in Group Treasury and the
former Corporates & Markets segment

Management model: for the first and second management
levels of the Bank and selected project management
functions (excluding Group Treasury and the former
Corporates & Markets segment)

Board of Managing Directors model: for all members of
the Board of Managing Directors of Commerzbank?

Board of
Managing
Directors model

Management-
model

NPS model

modell

Pay-scale remuneration

Figure 2: Overview of all currently applicable remuneration models at Commerzbank

1 For detailed information on the Board of Managing Directors model, please refer to the
2016 Annual Report of Commerzbank AG (pg. 26 et. seq.)
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The remuneration models for employees and managers were
revised as early as in the 2014 financial year in accordance
with the amended InstitutsVergV and approved by the Board
of Managing Directors. In addition to the regulatory adjust-
ments required, the adaptations were aimed at harmonising
the remuneration categories to a large extent. This applied in
particular with regard to the remuneration parameters,
budgeting, the pool proviso pursuant to Section 7
InstitutsVergV, and the individual distribution. Furthermore,
the aim was to make the remuneration system as transparent
and understandable as possible for all groups of employees.

The sections below describe the remuneration parameters
and models in effect in the 2016 period under review.
For details on the sustainability components of the remuneration
models, please refer to Chapter 4.6.2.

4.1 Remuneration parameters

Prior to each financial year, the Commerzbank Board of
Managing Directors decides upon guidelines for targets in the
Commerzbank Group. These guidelines ensure that the
targets of the employees are geared to the business and risk
strategy as well as to the HR strategy of the Commerzbank
Group. Furthermore, the strategic targets of the multi-year
planning and other project and/or line-related targets are
taken into consideration in addition to the segment-specific
and division-specific targets of the Group.

Moreover, it is ensured that the targets for managers and
employees are set on the basis of uniform criteria and in
consideration of the target guidelines. In sales units,
additional regulatory objectives must be taken into account?2.
Consequently, when setting the targets in those units,
particular consideration is given to the targets “customer
satisfaction” or “customer orientation”.

The above-mentioned approach ensures that the employees’
individual targets agreed upon at the beginning of each
financial year are in line with the Bank’s strategic targets.
When it comes to setting the individual targets, particular
attention is paid to the fact that the remuneration-related
targets are sufficiently ambitious, make an effective and
sustainable contribution to achieving the company targets,
and create no incentive for taking inappropriately high risks.
The target agreement contains, in principle, quantitative and
qualitative targets.

Furthermore, the Board of Managing Directors defines
so-called performance levels for the Group and its individual
segments, which are geared to the Bank’s long-term strategy
and which serve as basis for calculating the volume for
variable remuneration.

2 Inter alia, minimum compliance requirements, special section 8 (MaCompBT8) of the
Directive on credit agreements for consumers relating to residential immovable property
(Wohnimmobilienkreditrichtlinie), Dodd-Frank Act (so-called Volcker Rule).

4.2 Determination of the disbursement volume
for variable remuneration

At the end of each financial year, the disbursement volume for
variable remuneration will be calculated on the basis of defined
parameters. In this context, the Group result is allocated a
weighting of 40 per cent for the calculation of the disbursement
volume; the respective segment result? is allocated a weighting
of 60 per cent. Since the 2016 financial year, this system has also
applied uniformly to all models described below.

Independent of the budget calculation described, an assess-
ment is made under a formalised, transparent, and readily
understandable process as set out in Section 45 Paragraph 2
Sentence 1 No. 5a KWG to determine whether a certain
volume of funds can be made available for the disbursement
of variable remuneration.

To meet the regulatory requirements, the budget for variable
remuneration is reviewed and defined in three steps.
The underlying requirements are considered separately and
evaluated accordingly.

Since the 2015 financial year, the process has been taking into
account economic factors - in particular risk bearing capacity,
multi-year planning, and the profit position of the Group -
as well as regulatory factors such as the ability to regain
appropriate capital and liquidity resources or maintain them
in the long term. The process ensures that the Bank’s ability to
maintain or regain compliance with the combined capital
buffer requirements pursuant to Section 10i of the German
Banking Act (KWG) is not impaired. It also ensures, in case of
a negative overall performance of the Bank, in particular if this
involves a decrease in company value, that it is generally not
permissible to set aside a budget for variable remuneration
(pool proviso).

The economic factors pursuant to Section 7 Sentence 1
InstitutsVergV are fulfilled through the use of economic
value added (EVA) based on the definition applied by
Commerzbank. EVA is used in all remuneration models of the
Commerzbank Group when setting budgets for variable
remuneration. It takes into account the operating profit and
the capital costs by deducting the capital costs from the
operating profit of the unit under consideration. The capital
costs are calculated as the product of capital and the capital
cost rate defined in the annual budget. As a result, EVA meets
all regulatory requirements.

An assessment is also made to ensure compliance with the
regulatory requirements for capital and liquidity resources
and the combined capital buffer requirements. These are
reviewed monthly by the internal Asset Liability Committee .
The Board of Managing Directors is informed of these
parameters on a quarterly basis.

3 If employees work in a group management or group services division, the average of all
segments will be taken as basis for assessment.
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Finally, it is determined whether the Bank has achieved a
positive overall performance. In case of a negative overall
performance, in particular involving a decrease in company
value, in general no pool is made available, and thus no
variable remuneration is paid.

4.3 Profit sharing for pay-scale employees

In addition to the 13th monthly salary payment stipulated in
the Framework Collective Agreement for the private banking
sector, pay-scale employees at Commerzbank can receive a
profit share as a variable remuneration component. Starting in
the 2016 financial year, the profit share of pay-scale employees
has been calculated on the basis of EVA in line with the other
remuneration models. In general, in the case of a Group target
achievement below a defined threshold, no budget will be
made available for disbursement.

If a budget is made available for disbursement, it will be
disbursed to the employees, according to their individual
performance, applying the respective segment performance
and the individual pro-rata monthly salary, whereby the Bank
is entitled to reduce or cancel any disbursements in the case
of non-compliant behaviour. In addition to the rule laid out
above, the pool proviso in accordance with Chapter 4.2 also
applies to profit sharing for pay-scale employees.

For the 2016 financial year, the defined threshold for payment
of a profit share to pay-scale employees was not reached. As
a result, no profit share was paid out to pay-scale employees.

4.4 Variable remuneration for non-pay-scale
employees

In addition to the annual fixed salary, generally paid out in the
form of 12 monthly salary payments, non-pay-scale employees
can receive variable remuneration. To this end, credit
institutions are obliged to determine an upper limit for
an appropriate relation between the variable and fixed
remuneration of their employees pursuant to Section 25
Paragraph 5 KWG.

Commerzbank implemented this by defining differentiated
upper limits for variable remuneration for its non-pay-scale
remuneration systems. Independent of these upper limits and
subject to a resolution to the contrary is passed by the Annual
General Meeting, the variable remuneration of individual
employees is not allowed to exceed 100 per cent of their
individual annual fixed remuneration (“bonus cap”).

For the 2016 financial year, as in the previous years, the bonus
cap at Commerzbank was 1:1. In addition, the Bank has
possibilities under all remuneration models to reduce or
cancel bonuses in case of non-compliant behaviour.

The main features of the different variable remuneration
models for non-pay-scale employees are set out below.

4.4.1 Non-pay-scale (NPS) model

The NPS model applies to all non-pay-scale employees,
including the Bank’s third management level (excluding
the Group Treasury and the former Corporates & Markets
segment).

The Board of Managing Directors defines a target volume for
the employees under the NPS model at the beginning of each
financial year. This target volume is divided up amongst the
individual employees. The individual target amounts for
variable remuneration determined in this manner serve as an
orientation value for the employees. The target amounts are
reviewed annually and communicated in writing to the
employees. They are aligned to the target volume bandwidths
defined by the Bank for each career stage which allow the
share of the target volume to lie between 8 and 35 per cent of
the total remuneration.

At the end of the financial year, the Board of Managing
Directors makes available a disbursement budget for variable
remuneration based on the results of the Group and the
individual segments.

Starting in the 2016 financial year, the generation of the
disbursement volume under the NPS model is based solely on
performance - analogously to the other models. The main
features of this approach are described in Chapters 4.1
and 4.2.
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Within the segments, the distribution among the units is
subject to the reasonably exercised discretion of the manager,
whereby the unit’s contribution to performance will be taken
into account at all times. In this respect, in Commerzbank
Germany, 70 per cent of the pro-rata disbursement volume is
to be paid out as a performance component. The individual
employees will be allocated this 70 per cent multiplied by
their individual target amount as well as the funding quota of
the respective segment* without performance differentiation.

If the individual unit receives a budget which exceeds the sum
of the performance components determined in this manner,
the employee may receive another share of the disbursement
volume.
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40 %
Group . Q
performance X% N 3
R o
=y m g =i
o c Q <
° =
® a3
g e s
@ oz
o 60 % 53
3 Segment- I
o o,
© | performance® v%

sayouelg
|euoljeusalu|

The determination of the so-called individual component is
subject to the reasonably exercised discretion of the manager,
always taking into account the individual contribution to
performance of the employee and the contributions to
performance of the other employees. At the international
locations of Commerzbank, the variable remuneration is
determined solely on the basis of individual components.

In general, the amount of the individual variable remuneration
in the NPS model is limited to twice the target amount.
Independently of this restriction, the Bank ensures that the
variable remuneration does not exceed the amount of the
individual annual fixed remuneration by setting function-based
limits in each career level. In addition, the NPS model is also
subject to the cross-model provisions stipulated in Chapter 4.6.

Distribution to employees

Employee 1 Employee 2 Employee 3
30 % Indiv. Individual Individual
component component component

70 % 70 % 70 %
70 % Performance Performance Performance Performance
component component component component
100 % Perfor- Individual
mance component t
Individual el ReE m
component Individual
component

Figure 3: Overview of functioning of the NPS model of Commerzbank as of the 2016 financial year

4 If employees work in a group management or group services division, the average of all
segments will be taken as basis for assessment.
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4.4.2 Investment Banking (IB) model

The IB model applied globally to all non-pay-scale employees
and managers in the former Corporates & Markets segment as
well as Group Treasury of the Commerzbank Group in the
2016 financial year.

At the beginning of the financial year, the Board of Managing
Directors set a target volume for employees under the IB
model. As is customary in the market, no individual target
amounts were agreed.

After the end of the financial year, a decision was made on the
total volume of variable remuneration under the IB model on
the basis of Group and segment performance (in this case:
the former Corporates & Markets segment and Group
Treasury). The main features of this approach are laid out in
the Chapters 4.1 and 4.2.

The distribution of the disbursement budget to the employees
was conducted in the IB model on a discretionary basis
according to uniform rules, taking into account the contribu-
tions of the unit and the individual employee to the Bank’s
success.

For the setting the individual variable remuneration under the
IB model no bandwidths for the individual career stages were
defined. By setting a uniform upper limit, the Bank ensures,
however, that the bonus cap amounting to a maximum of
50 per cent of total remuneration is adhered to. Furthermore,
the cross-model provisions pursuant to Chapter 4.6 applied.

4.4.3 Management model

The management model applies Group-wide to the first and
second management levels of Commerzbank (excluding the
former Corporates & Markets segment and Group Treasury)
and to individual employees with project management
responsibilities.

At the beginning of the financial year, the Board of Managing
Directors sets a target volume for the employees under the
management model. The target volume is allocated to the
employees on the first and second management level. The
individual target amount for variable remuneration defined in
this way serves as an orientation value for the employee. The
target amount is reviewed annually and communicated to the
employee in writing. Depending on the employee’s individual
career level and the responsibilities inherent in his function, it
generally amounts to between 30 and 40 per cent of total
remuneration. In some cases, the target amount may represent
up to 50 per cent of total remuneration.

After the end of the financial year, a decision is made on the
total volume of variable remuneration under the management
model on the basis of the Group’s performance and the
performance of the segment. The main features of this
approach are described in Chapters 4.1 and 4.2.

The distribution of the disbursement budget to the individual
employees takes place on a discretionary basis according to
uniform rules, taking into account the unit’s contribution to
performance and that of the individual employee. The amount
of the individual variable remuneration is limited to a maxi-
mum of twice the target amount under the management
model. Independently thereof, function-related upper limits
defined by the Bank ensure that the bonus cap amounting to
a maximum of 50 per cent of total remuneration at most is
adhered to at each career level.

Furthermore, the Management Model is subject to the cross-
model regulations pursuant to Chapter 4.6.

4.4.4 Employees in control functions

The divisions Group Risk Management, Group Compliance,
Group Audit and Group Human Resources are considered
control units pursuant to Section 2 Paragraph 9 InstitutsVergV.

The current remuneration systems ensure that the focus of
remuneration lies on the fixed salary component, so that
employees in the Bank’s control functions are also not
dependent on receiving an additional variable remuneration.
The variable remuneration of the employees in control
functions is not calculated on the basis of the targets of the
monitored segments, but on the basis of the Group result and
the average target achievement of the segments. Moreover,
possible conflicts of interest when performing the monitoring
function are avoided through target agreements with the
employees of the control units.

Depending on their function, the employees in the control
units are subject to the rules of the NPS or management
model.

4.5 Remuneration of the Board of
Managing Directors

Remuneration of the members of the Board of Managing
Directors is subject to a separate model. The details and the
related remuneration information were published in the 2016
Annual Report (pg. 26 et. seq.) and can be found there.

2016 Remuneration Report

11



4.6 Variable remuneration regulations applicable
to all models

Although the amount of variable remuneration is based on
the applicable remuneration model, the specific disbursement
arrangements depend on the group to which an employee
belongs.

Employees not classified as Risk Takers are paid the full
amount of variable remuneration immediately with no deferral.
For those classified as Risk Takers, the disbursement of variable
remuneration is subject to special conditions.

4.6.1 Risk Taker identification

Pursuant to the InstitutsVergV, major financial institutions
must conduct a risk analysis to identify employees with a
material influence on their overall risk profile.

The applicable criteria are set out in the Regulatory Technical
Standards (RTS) of Regulation (EU) No. 604/2014 of 4 March
2014, Article 94 Paragraph 2 of Directive 2013/36/EU, and
the amendment to the RTS of 16 July 2015 (EBA/
RTS/2015/09), which resulted in a modification to the
identification criteria in terms of the level of remuneration.

All major institutions of the Commerzbank Group® were
instructed by Group Human Resources to apply the criteria of
the RTS and document them in a separate risk analysis.

5 Inaddition to Commerzbank AG, major institutions in the Commerzbank Group were Hypo-
thekenbank Frankfurt AG (until 5/2016), Erste Europaische Pfandbrief- und Kommunalkre-
ditbank AG Luxemburg S.A. (since 15 February 2016: Commerzbank Finance & Covered
Bonds S.A.), comdirect bank AG and mBank S.A.

At Commerzbank, the criteria, by means of which Risk Takers
are identified, are differentiated on the basis of management
responsibility, risk responsibility, and remuneration. As a
result, the following employee groups are classified as Risk
Takers:

Management responsibility: all employees on the first and
second management levels of the Group

Risk responsibility: employees whose credit risk
responsibility (all-in competency) per transaction amounts
to at least 0.5 per cent of the Common Equity Tier 1
capital (CET 1) or whose market risk responsibility
(value-at-risk limit) exceeds 5 per cent of the Group
value-at-risk limit, or who are voting members of a
committee responsible for these risk categories
Remuneration amount: the 0.3 per cent of employees with
the highest total remuneration, i.e. all employees with total
remuneration of at least €£€500,000

In addition, other employees may be identified as Risk Takers.

If an employee was identified as a Risk Taker at any time in the
2016 financial year, then his entire variable remuneration for the
financial year is subject to the Risk Taker regulations.
The number of employees who were identified at the
Commerzbank Group on a consolidated level as so-called
“Group Risk Takers” totalled 1,330 (1,278 full-time equivalents
(FTE)), as compared to 1,171 in 2015 (1,166 FTE).

Pursuant to Section 18 InstitutsVergV, the details were
documented accordingly in an internal risk analysis.

2016 Remuneration Report
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4.6.2 Special remuneration rules for Risk Takers

Due to their importance for the Bank’s overall risk profile,
special rules apply when assessing the performance of
Risk Takers and determining and disbursing their variable
remuneration.

At Commerzbank, two groups are distinguished: Risk Takers |
and Risk Takers Il. All members of the first Group management
level who report to the Board of Managing Directors of
Commerzbank as well as any other employees who report to
the top management of another major institution at the
Commerzbank Group are classified as Risk Takers |. Also
classified as Risk Takers | are managing directors and direct
reports in companies subject to the provisions of the
Alternative Investment Fund Manager Directive (AIFMD).
All other Risk Takers are classified as Risk Takers II.

For amounts of €50,000¢ and higher, the total variable
remuneration is divided into two components: a Short-Term
Incentive (STI) and a Long-Term Incentive (LTI).

The STl and LTI are both paid out in equal amounts of cash
and shares. The STI represents 40 per cent of variable
remuneration for Risk Takers | and 60 per cent for Risk Takers
Il, and is determined after the end of the financial year in
question.

Risk Takers |
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It is disbursed within a short time; however, the equity-based
share of the STl is not paid out immediately, but only after a
retention period of at least six months.

The LTI represents 60 per cent of variable remuneration for
Risk Takers | and 40 per cent for Risk Takers Il, and is also
determined after the end of the financial year in question. It is
disbursed only after a defined period - consisting of a
three-year deferral period, followed by a retention period of
at least six months.

Under the regulatory requirements, Risk Takers can acquire a
claim to the LTI only after the deferral period has expired and
only if there are no impediments to disbursal at that time that
would partially or entirely prevent the claim from vesting (see
Chapter 4.6.3).

With regard to variable remuneration for the 2016 financial
year (year n), this means that the STI is payable in the
financial year 2017 (year n+1) and the LTI - subject to any
reduction or complete cancellation of the amount determined
in 2017 (year n+1) - is payable in 2020 (year n+4).

L
Equity -

Sustainability

Figure 4: Disbursement procedures and sustainability components at Commerzbank

6 Amount up to which the regulatory authority currently accepts the disbursement of the
entire variable remuneration of Risk Takers for a financial year as a cash-only STI

7 Exception: IB model and individual international locations (disbursement as early as in
March of the year n + 1).
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4.6.3 Performance assessment for Risk Takers

After the end of a financial year, the performance of Risk
Takers - like that of all other employees - is assessed on the
basis of individual quantitative and qualitative targets. This
so-called Performance assessment | forms the basis for the
amount of individual variable remuneration and establishes
the immediate claim to the STI.

To facilitate a decision on claims to LTI components for Risk
Takers, other individual and collective reviews are carried out.

At the individual level, additional risk reviews are being
conducted in each year of the deferral period to determine
whether causes have arisen in the meantime justifying the
cancellation or reduction of claims to LTI components.

Such reasons are deemed to exist primarily in case of
violations of rules and guidelines (Code of Conduct), a lack of
sustainability in the performance serving as the basis for the
Performance assessment |, or the employee’s risk behaviour.

After the expiry of the deferral period, the Performance
assessment | is reviewed in Performance assessment Il. This
also examines the employee’s behaviour during the deferral
period. In addition, the collective review also includes the
review as described in Chapter 4.2 as regards the pool proviso
for each year of the deferral period. In summary, negative
individual contributions to success, a negative result of the
review as regards the pool proviso, or an order issued by the
supervisory authorities may result in the remuneration
through the LTI component being reduced or cancelled .

Year n+4

LTI
Yearn

Notification of
vested claim

Dere al Pé o]o
Year n Year n+1 Year n+2 Year n+3
Risk review
Performance Risk revi
assessment | ISKEEViewW
Performance assessment Il

and pay-out
inyearn+4

Reduction or cancellation
possible

Figure 5: Schematic illustration of the performance assessment for Risk Takers at Commerzbank

4.6.4 Ban on hedging transactions

At Commerzbank, the ban on hedging pursuant to Section 8
InstitutsVergV was enshrined in all remuneration models.
The ban stipulates that employees are not permitted to take
personal hedging measures or other counter-measures for STI
and LTl in order to limit or eliminate the risk-oriented nature of
the variable remuneration.

To ensure compliance with the ban on hedging, the
Remuneration Officer on a regular basis conducts random
checks of employees’ securities accounts with Commerzbank
and other institutions in cooperation with the Group

Compliance Division. Employees are obliged to cooperate
with the checks and provide the Bank with any requested
information.

In case of a violation or persistent refusal by an employee to
cooperate, the Bank is entitled to impose measures against
the employee in accordance with labour law. Moreover, the
Bank will regard this as a relevant violation of contractual
obligations that will result in the loss of all LTI claims by the
employee.

2016 Remuneration Report
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5 Group-wide implementation

Pursuant to Section 27 Paragraph 1 InstitutsVergV, senior
managers of superordinated companies must define a group-
wide remuneration strategy to implement the requirements of
InstitutsVergV on a group-wide basis.

Pursuant to Section 27 Paragraph 3 InstitutsVergV, certain
group companies can be omitted provided they are not
institutions in terms of KWG or if they do not perform
important services for the parent company. It is also not
mandatory to apply the requirements of InstitutsVergV if this
is not possible with reasonable effort due to the subordinate
company’s business activities or if it does not have a signifi-
cant influence on the Group’s overall risk profile.

To determine for which companies within the Commerzbank
Group it is necessary to implement a Group-wide remuneration
strategy pursuant to Section 27 InstitutsVergV, a multi-stage
process was put in place. First, the non-consolidated
companies and special purpose vehicles were ruled out. It
was then determined which of the remaining companies were
institutions pursuant to KWG in order to identify those that
directly fall within the scope of the InstitutsVergV and are
thus subject to the regulatory definition of a group. For the
companies that do not meet those criteria, an assessment
was then made to determine whether they can be omitted
pursuant to Section 27 Paragraph 3 InstitutsVergV.

As a result, 12 subsidiaries® in Germany and at the inter-
national locations, in addition to Commerzbank, met
the criteria for a “regulatory group” pursuant to the
InstitutsVergV in the 2016 financial year. For the companies
that do not meet the regulatory group criteria, the result of
the assessment was documented in writing.

8 Including Hypothekenbank Frankfurt AG. The successor company, incorporated as
Loan Solutions Frankfurt GmbH following the surrender of the banking licence of
Hypothekenbank Frankfurt in May 2016, was allocated to the personnel policy group.

The subsidiaries that are not part of the regulatory group
were again examined from a personnel policy perspective.
Accordingly, additional subsidiaries were pooled in the
so-called personnel policy group.

The remuneration strategy and the requirements of the
InstitutsVergV within the Commerzbank Group are, in principle,
implemented by means of the Compensation Policy in
conjunction with the Benefit Policy. The goal of both policies
is to concretely define and implement the regulatory
requirements for the Commerzbank Group, implement the
remuneration strategy within the Commerzbank Group and
define regulations for the employee remuneration systems.

The Compensation Policy applies to Commerzbank, its
branches in Germany and at the international locations, and
to subsidiaries that belong to the regulatory group. In
addition, it serves to provide guidance to subsidiaries in the
personnel policy group or other subsidiaries not assigned to
either Group, and can be applied by them in full or in part.

The Compensation and the Benefit Policies have been
gradually implemented in all subsidiaries of the regulatory
and personnel policy group. The remuneration strategy
adopted in 2015, in conjunction with the two newly issued
Policies, was already almost fully implemented across the
entire regulatory group in the 2016 financial year and also in
the subsidiaries of the regulatory and personnel policy group.
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6 Remuneration information

The disclosure of remuneration data pursuant to Section 16
InstitutsVergV in conjunction with Article 450 of Regulation
(EU) No. 575/2013 is carried out for the Commerzbank
Group. The information on Risk Takers under Chapter 6.2
includes remuneration information on Risk Takers of
Commerzbank AG and Hypothekenbank Frankfurt AG °, and

on senior managers of subsidiaries identified as so-called
“Group Risk Takers” at the consolidated level. ' Risk Takers
identified by the subsidiaries themselves, exclusively on the
basis of local regulations, are not included in this Remunera-
tion Report.

6.1 Quantitative information on remuneration by business area

Pursuant to Article 450 (EU) 575/2013 Paragraph 1g, the quantitative information on remuneration must be broken down by

business divisions:

Supervisory
Function

Managing
Directors®

Private and
Small Business

Others and
Consolidation

Investment
Banking*?

Corporate
Clients (excl.

Group Total

Amount:

No. of Managing Directors/ 1
Supervisory Board
Members't

Customers

Am: Amou Amou Amount/ Amoun Amoun Amoun
Euro million
number number number number number number number
06 57 - - - 163

Investment
Banking)

No. Employees!t - -

23,163

4,801

1,662

17,852 47,478

of which: fixed remuneration 10.54

1,272.55

503.85 270.78 1,436.48 3,494.89

of which: variable -
remuneration

4.77

77.56

26.93 39.51 81.24 230.00

9 For Hypothekenbank Frankfurt AG the obligation of disclosure of remuneration-related information pursuant to Section 16 in conjunction with Section 27 Paragraph 5 InstitutsVergV -
notwithstanding a separate publication of the remuneration tables - in the previous remuneration reports pursuant to Section 2a KWG in conjunction with Art. 7 CRR was met with the
disclosure of the information in the Commerzbank Remuneration Report . Due to the transformation of Hypothekenbank Frankfurt AG into Loan Solutions Frankfurt GmbH, it no longer is
subject to the reporting obligation for the 2016 business year. The data on the Risk Takers identified during the period of time up to the transformation of the company are disclosed in this

Remuneration Report.

10 Excluding the Supervisory Board and senior managers of Commerzbank AG (see 2016 Annual Report, pg. 26 et. seq.).

11 Natural persons.
12 Including Group Treasury.
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6.2 Quantitative information on remuneration of senior management and Risk Takers

Pursuant to Article 450 (EU) 575/2013 Paragraph 1 Sentence h, the quantitative information on remuneration must be broken
down according to senior management and employees with a material influence on the risk profile of the institution as shown
in the following table.

Supervisory Managing Private and Corporate Investment Others and Group Total
Function Directors®? Small Business Clients (excl. Banking?® Consolidation
Customers Investment
Banking)
Amounts in Euro million Amount/ Amount/ Amount/
number number number

No. of Managing Directors/ 106 45 - - - - 151
Supervisory Board Member4
No. of Risk Takers in headcount - - 101 284 412 382 1,179
No. of Risk Takers in full time equivalents - - 96.4 276.4 388.7 365.3 1,126.8

Fixed remuneration

of which: in cash 0.67 9.12 14.24 38.80 93.74 57.84 214.41

of which: in shares or - - - - - - -
share-linked instruments

of which: in other financial instruments - - - - - - -

Variable remuneration

of which: variable in cash - 2.65 331 5.70 15.88 11.66 39.19

of which: variable in shares or - 2.11 0.72 1.00 11.01 3.59 18.43
share-linked instruments

of which: variable in other - - - - - - -
financial instruments

Share of deferred variable remuneration

for 2016 (Deferral)
of which: deferred portion in cash - 1.22 0.36 0.53 4.65 1.85 8.61
of which: deferred portion in shares - 1.22 0.36 0.53 4.65 1.85 8.61

or share-linked instruments

of which: deferred portion in other - - - - - - -
financial instruments

13 Excluding the Supervisory Board and senior managers of Commerzbank AG (see 2016 Annual Report, pg. 26 et. seq.).
14 Natural persons.
15 Including Group Treasury.
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Supervisory Managings Private and Corporate Investmezot Others and Group Total
Function Directors®? Small Business Clients (excl. Banking?® Consolidation
Customers Investment
Banking)

Amounts in Euro million Amount/ Amount/ Amount/ Amount/ Amount/ Amount/ Amount/
number number number number number number number

Additional information regarding the amount of total variable remuneration

Artikel 450 h(iii) CRRY’ - Total amount - 4.50 4.89 5.80 67.96 15.38 98.52
of outstanding deferred remuneration
from previous years

of which: in 2016 earned amounts - 0.28 0.63 0.75 9.43 2.05 13.15
of which: paid in 2016 _ 0.28 0.63 0.75 9.43 2.05 13.15
of which: not earned amounts - 4.22 4.25 5.04 58.53 13.33 85.37
Amount of explicit ex post performance - 0.10 - - 0.56 0.51 1.17
adjustment for previously awarded
remuneration
Number of beneficiaries of guaranteed - n/a2° n/a2° n/a20 n/a% n/a% 1

variable remuneration?®

Total amount of guaranteed variable - n/a%® n/a% n/a% n/a2 n/a2 0.13
remuneration

Number of beneficiaries of buy out/ - - - - - - -
sign on payments?®

Total amount of pay ot/ - - - - - - -
sign on payments paid in 2016

Number of beneficiaries of severance - n/a2° n/a2 n/a2° 23 n/a% 28
payments awarded in 201618
Total amount of severance payments - n/a2° n/a2° n/a2° 3.48 n/a% 6.07
awarded in 2016
Article 450h (v) - Highest severance - n/a2° n/a2° n/a2 0.97 n/a% 0.97

payment to a single person

Number of beneficiaries of severance - n/a® n/a® n/a® 22 n/a? 28
payments paid in 201618

Total amount of severance payments - n/a2° n/a2° n/a2 3.39 n/a% 6.72
awarded in 2016

Number of beneficiaries of contributions - - - - - - -
to discretionary pension benefits in
2016

Total amount of contributions to - - - - - - -
discretionary pension benefits

Total amount of potential variable - - - - - - -
remuneration awarded for multi-year

periods under programmes which are not

revolved annually

16 Excluding the Supervisory Board and senior managers of Commerzbank AG (see 2016 Annual Report, pg. 26 et. seq.).
17 Capital Requirements Regulations.

18 Natural persons.

19 Including Group Treasury.

20 Payments, which were granted on the occasion of an employee commencing or terminating his or her employment relationship (guarantees, buyouts, or severance payments) are shown in
aggregated form if less than four people have received such a payment in order to maintain confidentiality.}
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6.3 Number of persons with high remuneration

Pursuant to Article 450 (EU) 575/2013 Paragraph 1 Sentence i, the following table shows a breakdown of the number of persons
whose remuneration exceeded €1 million in the financial year. The breakdown is based on remuneration increments of € 500,000

Number of persons whose remuneration amounts to € 1m or more!

1,000,000 bis 1,500,000 Euro 5

1,500,000 bis 2,000,000 Euro =

2,000,000 bis 2,500,000 Euro =

2,500,000 bis 3,000,000 Euro =

3,000,000 bis 3,500,000 Euro -

3,500,000 bis 4,000,000 Euro =

4,000,000 bis 4,500,000 Euro =

4,500,000 bis 5,000,000 Euro =

> 5,000,000 Euro =

Frankfurt/Main, June 2017
Commerzbank Aktiengesellschaft

21 Excluding the Supervisory Board and senior managers of Commerzbank AG (see 2016 Annual Report, pg. 26 et. seq.)
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