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1. Scope and Objective of the Remuneration Report

This report is based on the disclosure requirements set forth in section 16 (1) of the German Ordi-
nance on Remuneration in Financial Institutions (Institutsvergiitungsverordnung - “IVV”) in conjunc-
tion with section 27 (3) of the IVV, as well as the requirements resulting from the German Banking
Act (Kreditwesengesetz - “KWG”), article 450 no. 1 (a) to (i) of the Capital Requirements Regula-
tion (CRR), and the Remuneration Principles (Vergitungsgrundsatze) established by the German
Federal Agency for Financial Market Stabilisation (Bundesanstalt fir Finanzmarktstabilisierung -
“‘FMSA”), as published in February 2012.

This Remuneration Report refers to the remuneration of senior managers, 2™ level managers and
employees of Deutsche Pfandbriefbank AG (hereinafter referred to as “pbb”) and its subordinated
consolidated companies (hereinafter referred to as “pbb Group”) for the financial year 2018. Please
refer to pbb Group’s annual report for supplementary quantitative information regarding remunera-
tion. The Remuneration Officer has reviewed and approved the appropriateness of the remunera-
tion system. Furthermore, the Remuneration Officer was involved with the implementation pro-
cesses regarding the remuneration systems.

2. Remuneration System and Remuneration Strategy of the pbb Group

The remuneration system of pbb Group was developed within the scope of the remuneration strat-
egy as a future-oriented system appropriate to pbb Group’s current situation. The performance-
oriented remuneration system is in line with prevailing market conditions, and with the regulatory
and statutory requirements - in particular the CRD 1V, the German Banking Act (Kreditwesengesetz
- “‘KWG”) as well as the German Regulation on Remuneration in Financial Institutions (Insti-
tutsvergitungsverordnung - “IVV”). Furthermore, this remuneration system is in line with the Re-
muneration Principles of the FMSA, as amended in February 2012, and - regarding the remunera-
tion of Management Board members - the requirements as set out in the German Stock Corpora-
tion Act (Aktiengesetz - “AktG”) and the German Corporate Governance Kodex (DCGK).

Within this context, pbb Group's objective is to implement its amended remuneration system for all
companies within the pbb Group as well as all senior staff, and domestic and international employ-
ees, in as uniform a manner as possible with regard to content, insofar as this is meaningful con-
tent-wise, and permissible in legal and regulatory terms (or required).

2.1 Remuneration Strategy

The remuneration system and the remuneration strategy of pbb Group are integral components of
the business and risk strategy of pbb Group. The remuneration strategy sets out the framework for
the performance and remuneration of Management Board members and employees of the pbb
Group. The remuneration strategy was developed as part of the business and risk strategy, involv-
ing the relevant business divisions. The last update of the remuneration strategy was introduced in
2018 - without any effects on the variable or fixed remuneration. All employees of pbb Group have
access to the remuneration strategy via the intranet. The remuneration strategy is subject to regu-




pbb

Remuneration Report 2018

lar revision and may be subject to extraordinary revision, particularly in case of amendments to the
business and risk strategy.

The remuneration strategy aims to guarantee a performance-oriented and appropriate remunera-
tion - one that is geared to achieving the targets enshrined in the business and risk strategy. pbb’s
business management is targeted towards a sustainable enhancement of profitability, whilst main-
taining the Group's stringent risk policy. Performance measurement at institutional level is one of
the key elements in achieving these objectives. Referring to performance measurement at institu-
tional level, particular attention is given to (key) performance indicators — as defined within the
business and risk strategy as well as business planning — which particularly reflect the defined
business and risk strategy, fulfil all regulatory requirements regarding risk, capital and liquidity, and
are transparent as well as comprehensible. The performance at institutional level, derived from
these performance indicators, forms the basis for the total variable remuneration available for dis-
bursement. Hence, variable remuneration of Management Board members and all other employ-
ees is directly linked to - and driven by - the business and risk strategy. Moreover, this guarantees
compatibility of the remuneration system with the Group’s capital and liquidity planning, as stipulat-
ed in the applicable regulatory requirements. Performance measurement comprises two other per-
formance levels: division performance and individual performance. Targets for these subsequent
performance levels will be derived from the business and risk strategy.

The remuneration strategy is an integral part of the personnel strategy. pbb’s business model re-
quires highly qualified employees with expert knowledge. The key objective of pbb Group’s per-
sonnel strategy therefore is to attract, retain and develop — for the long term — highly qualified em-
ployees with expert knowledge, strong quality awareness, customer focus, leadership skills, the
willingness to be deployed flexibly, and an advanced degree of entrepreneurial thinking. Capable
and dedicated employees are key to increasing income by generating profitable new business in
line with the stringent risk policy. Besides the Group’s differentiated personnel planning, restructur-
ing strategy and the diversified internal and external qualification programme, implementation of
the Group’s personnel strategy is based on variable remuneration, featuring incentives for individ-
ual performance, and promoting cooperation between business divisions, departments and teams.
With the variable remuneration, employees have the chance to participate directly in the success of
pbb Group.

Implementation of regulatory requirements regarding remuneration systems of banks is another
key element in the remuneration strategy. The aim of pbb’s remuneration system is to reflect the
basic principle of appropriateness regarding the amount and structure of individual remuneration
components. Another goal is to avoid incentives for taking disproportionately high risks. Going for-
ward, total remuneration amounts, and individual remuneration elements will be subject to regular
revision in order to establish an appropriate relationship of remuneration to function and perfor-
mance, as well as to pbb Group’s overall performance. pbb Group is regularly supported by inde-
pendent external remuneration experts (hkp Germany), and an external legal advisor (Gleiss Lutz).
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2.2 Adjusting the Remuneration System

Against the background of the IVV revision, effective 4 August 2017, pbb Group carried out a re-
view in 2018 regarding the necessity and extent of potential adjustments of its remuneration sys-
tem due to regulatory requirements; as part of the review, it was also evaluated as to whether any
adjustments would be useful and appropriate considering pbb Group’s business model and risk
situation, taking the overall market environment into account. The review revealed a number of
adjustment requirements. As at the date of this Remuneration Report, the amendments applicable
to the Management Board’s remuneration system have already been implemented, while the
amendments affecting the employee remuneration system are currently being prepared.

The focal point of the amendments was the introduction of a clawback option for variable remuner-
ation already paid out. Moreover, the review identified adjustment requirements regarding the fol-
lowing items: (i) the weighting of Management Board performance measurement criteria, (ii) the
modifiers, used to adjust - within specific limits - the variable remuneration on an institutional level,
and (iii) establishment of the institution-specific threshold value applied to raise (employee) risk
takers’ retained variable remuneration. These amendments will be specified in greater detail in
another section of this Remuneration Report.

Between August and November 2018, the Management Board, the Remuneration Committee and
the Supervisory Board resolved to apply the majority of the identified amendment requirements.
Regarding the clawback option for variable remuneration components, the Management Board
gave its go-ahead in December 2018 (after extensive preparations), with subsequent approval
from the Remuneration Committee and the Supervisory Board. The clawback resolution was im-
plemented for all Management Board members with retroactive effect as from 1 January 2018.
Apart from that all other adjustments will be applied as from the 2019 financial year. The corre-
sponding implementation preparations were made in 2018.

3. Principles and Composition of the Remuneration System for Employees
In the financial year 2018, total remuneration of employees comprised the following elements:

» Non-performance-related (monetary) remuneration, including social insurance and fringe bene-
fits
» Performance-related variable remuneration

3.1 Non-performance-related Remuneration

All employees of pbb Group receive an annual fixed salary, which is reviewed - and adjusted if
necessary - as part of an annual standard process. pbb Group uses functional and country-specific
market comparisons for the determination of fixed salaries. The appropriateness and competitive-
ness of fixed salaries, and compliance with regulatory requirements, is subject to review by inde-
pendent external remuneration and legal advisors.

Taking various tax and social security aspects into account, pbb Group offers its employees social
insurance and fringe benefits.
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pbb Group has established a series of company pension schemes in order to provide retirement
benefits to employees.

3.2 Performance-related Variable Remuneration

pbb Group’s variable remuneration system is based on transparency and performance, as well as
overall Group success. The variable remuneration of risk takers depends in particular on long-term
and ambitious individual target figures, and the pbb share performance.

Variable remuneration is paid in cash. pbb Group introduced a share-based remuneration system
with cash settlement, where the amount of the variable remuneration for risk takers is influenced by
the performance of the pbb share as part of the sustainability components. pbb Group did not grant
any share options in 2018.

The variable remuneration component is determined on the basis of an individual calculatory refer-
ence value, which reflects the amount of variable remuneration attributed to a performance level of
100% on all relevant performance levels. Variable remuneration may represent up to 40% of an
employee’s total remuneration, depending on the job and family status as well as the career lad-
der. However, as a basic principle, pbb Group ensures that the variable remuneration component
granted never exceeds 150% of the respective individual calculatory reference value.

According to section 25a (5) sentence 2 of the KWG, the variable remuneration may not exceed
100% of fixed remuneration. According to section 25a (5) sentence 5 of the KWG, pbb’s Annual
General Meeting may increase this threshold to 200% of fixed remuneration. However, no such
resolution has been taken by pbb’s Annual General Meeting to date.

3.2.1 Variable Remuneration System
Requirements (section 7 of the IVV)

Granting of variable remuneration is subject to the prior determination of a total amount of variable
remuneration by the Management Board (taking into account the requirements of section 7 of the
IVV). This amount is determined at the end of each financial year, within the framework of a formal
and transparent process. The variable remuneration to be granted for 2018 was approved as part
of the review in 2019. For the examination of requirements according to section 7 of the IVV, pbb
uses relevant recovery threshold values as indicators in line with the reporting on recovery and
resolution plans (in accordance with the EU SRM Regulation and the German Act on Restructuring
and Resolution (Sanierungs- und Abwicklungsgesetz — “SAG”). Provided all requirements were
fulfilled, and the Group disclosed (positive) consolidated profit in its IFRS financial statements, a
total amount available for disbursement as variable remuneration is then determined. As a rule, if a
consolidated net loss was disclosed - in particular if such net loss translated into a depreciation of
the enterprise value - no total amount available for disbursement as variable remuneration at pbb
is determined.
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Performance measurement

The amount of variable remuneration for 2018 is determined on three levels: (i) the institution's
performance, (ii) the performance of the organisational unit, and (iii) individual performance.

As in the previous year, the institution's performance for 2018 was calculated as follows: the level
of target achievement for the (adjusted) IFRS consolidated profit before tax, plus the level of target
achievement for the risk-reward profile, determined as the ratio between net margin x average
portfolio volume and risk-weighted assets. The two performance indicators are equally weighted.
Consideration of net income as well as the risk-reward profile, which emphasises the profitability of
the strategic portfolio and takes into account associated risk levels, reflects pbb Group’s business
plans and thus helps to establish the link to the strategy and management perspective, and the
necessary risk adjustments. The risk-reward profile takes risk-weighted assets into consideration,
which comprises the risks - and maturities - assumed by pbb; the Bank fulfils applicable regulatory
requirements by applying a risk-sensitive measurement approach, including expected and unex-
pected risks and their respective maturities. Furthermore, additional modifiers may have an impact
on overall target achievement at institutional level, including - in particular - general and administra-
tive expenses, efficiency projects, and the total capital ratio.

As from 2019, modifiers will only be applied in the case of unpredictable changes in the Bank's
environment that are beyond the Bank's control. For instance, the list of modifiers with a potential
impact on target achievement at institutional level includes the following items: short-term changes
of general regulatory requirements considered material to pbb, short-term macroeconomic events,
and one-off effects or foreign trade limitations due to the acquisition or disposal of material busi-
ness units, particularly in the case of external M&A activities.

For the measurement of performance, the target achievement level of 100% at pbb level is initially
defined. The target achievement levels of between 20% and 100% are then derived on a linear
basis (target achievement curve). The base value is set at a target achievement level of 20% (for
each performance indicator): at this level, 20% of the variable remuneration pool may be dis-
bursed, provided that pbb Group disclosed (positive) profit before tax in its IFRS financial state-
ments, and the requirements for granting variable remuneration according to section 7 of the IVV
were fulfilled. Maximum target achievement is set at 150% and corresponds to a payout factor of
150.

Performance measurement is based on the achievement of qualitative and quantitative targets at
both divisional and individual level - to the extent possible, reference shall be made to pbb Group’s
business and risk strategy; target achievement shall be determined for every division and every
employee at pbb Group.

The qualitative and quantitative divisional targets are established on an annual basis: they are de-
rived from the corporate targets and the business plans made for the respective financial year. The
establishment of targets commences with the setting of overall corporate strategic priorities by the
Management Board, in order to facilitate the management of divisional targets. In particular, quali-
tative divisional targets are established on this basis. In a second step, quantifiable targets are
defined which have to be related to key performance indicators, such as new business volume,
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new business margins, cost budgets, etc. Furthermore, the targets have to be closely connected
with corporate planning for the current — or future — financial year(s). Qualitative targets are to be
based on quantifiable indicators as well, and the target level of 100% has to be defined. The link to
the corporate business and risk strategy shall be reviewed and documented for every divisional
target. This will ensure that the divisional targets were derived from - and synchronised with - the
strategic targets according to pbb Group’s business and risk planning. The Management Board of
pbb adopts the divisional targets, which have to be provided to all employees of the respective
division at the beginning of the year.

At the individual level, every employee is provided with an annual target agreement comprising
guantitative and qualitative targets for the current financial year. Targets at the individual level shall
also be derived from the indicators established at institutional and divisional level. In particular the
guantitative and qualitative work targets of employees have to be in line with the business and risk
strategy, and shall be designed to support the targets derived from this strategy. The measurement
of every target is based on indicators, allowing transparent performance assessments at the end of
every financial year. This forms the basis for the allocation of variable remuneration components to
individual employees.

Employee performance measurement is based on a pool system which links the three levels of
performance measurement. For this purpose, pbb compiles the calculatory reference values of all
employees into a bonus pool, the total amount of which is based on institutional performance.
The bonus pool is subsequently allocated to the different divisions: 50% is allocated based on
divisional performance, and 50% based on institutional performance. Divisional bonus pools are
then allocated to employees of the respective division on the basis of their individual perfor-
mance. The share in the relevant divisional pool is allocated to each respective employee in the
form of a calculatory Envisaged Personal Reward (“EPR”) value. In principle, the calculatory EPR
value allocated may range between a minimum of 0% and a maximum of 150% of the relevant
personal calculatory reference value.

Disbursement Structure

As a significant institution according to section 17 of the IVV, pbb must in particular observe the
requirements of section 20 of the IVV; regarding the disbursement structure, pbb distinguishes
between employees who have a material influence on pbb's overall risk profile (so-called risk tak-
ers), and other employees (so-called non-risk takers). If an employee becomes a risk taker in the
course of a year, the relevant risk taker regulations apply to his/her variable remuneration earned
during the entire financial year.

For non-risk takers, the EPR value corresponds to the variable remuneration, which is usually
granted in cash at the end of the first half of the year subsequent to the year for which the variable

remuneration is granted.

The disbursement structure for the variable remuneration of risk takers is subject to the following
conditions (section 20 of the IVV):

The ERP value is broken down into a disbursement portion and a deferral portion.
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The disbursement portion for employees amounts to 60% of the personal EPR value, and to 40%
for 2" level managers.

The deferral portion for employees amounts to 40% of the personal EPR value, and to 60% for 2™
level managers.

Regarding employees, the Company established a threshold specific to the institution for annual
variable remuneration, applicable as from 2019, from which the deferral for risk takers is increased
from 40% to 60% (employees with a particularly high level of variable remuneration, in accordance
with section 20 (3) of the IVV). For employees in sales functions, the threshold was set at
€150,000. The threshold for non-sales employees was set at €100,000, given their usually low
variable remuneration.

50% of the disbursement portion is paid out in cash when the conditions for disbursement have
been met. The remaining 50% is disbursed after a retention period of one year, after the amount
was adjusted in line with the performance of the pbb share (virtual shares; no physical share option
programme). The applicable amount is translated into the corresponding number of virtual shares.
The calculation of the number of virtual shares is based on the average Xetra closing price of the
pbb share in February of the year subsequent to the financial year for which the variable remunera-
tion is granted (subscription price). The resulting number of virtual shares is automatically convert-
ed into a cash amount after a retention period of one year, and paid out with the variable remuner-
ation of the disbursement year. The conversion is based on the average Xetra closing price of the
pbb share in February of the disbursement year (disbursement price). The EPR value portions
linked to the sustainability component are granted on the basis of the performance of the pbb
share during the retention period.

The period for the deferral portion for 2" level managers is five years, and three years for em-
ployees. In the three, or five, years following establishment of the EPR value, the Management
Board takes a resolution, every year, regarding the granting of one third, or one fifth, of the defer-
ral portion. The beneficiary may not claim the relevant remuneration component until the end of
each deferral period. As soon as the beneficiaries have the right to claim a deferred remuneration
component, half of the respective deferral portion is paid out in cash. Another retention period of
one year applies to the other half of the respective deferral portion, during which it is subject to
the sustainable performance of the pbb share according to the sustainability component de-
scribed earlier.

When granting deferral portions, the Management Board takes into account — as part of a retro-
spective review of the variable remuneration (ex-post risk adjustment) — any subsequent negative
deviations affecting the performance of the institution, the organisational unit, or the individual
Management Board member (back-testing), as well as unethical behaviour or behaviour in breach
of duties, negative performance contributions within the meaning of section 18 (5) of the IVV (pen-
alty verification), and the relevant financial conditions for disbursement (pursuant to section 7 of the
VV).

In 2018, the Management Board and the Supervisory Board resolved to establish clawback re-
guirements for variable remuneration previously paid out. According to the contractual stipulations,
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clawbacks particularly apply if a risk taker was significantly involved in, or was responsible for, any
behaviour which led to considerable losses, or material regulatory sanctions, for the Bank. The
same applies if a Management Board member breached external or internal provisions related to
suitability and conduct to a serious degree. In its specific implementation of the IVV criteria for
clawback purposes, pbb Group considers and applies all regulatory requirements, taking the dis-
tinctive features of pbb’s business model and risk profile into account, and reflecting the overall
sustainability aspects of the Company's performance — as well as the synchronisation of Company
performance and bonus payments. Clawbacks may be applied up to seven years (2" level man-
agers) or up to five years (employees) after the disbursement amount of variable remuneration was
paid out. The implementation of the clawback for the relevant 2™ level managers and employees is
planned for 2019.

The disbursement structure described before, in line with regulatory requirements, will not apply
where the EPR value determined for a given financial year is lower than a threshold defined by law
(or by the German Federal Financial Supervisory Authority (BaFin) or by another competent super-
visory authority), below which such disbursement structure for risk takers is waived for reasons of
proportionality (currently up to, and including, €50,000 p.a. per person).

3.2.2 Additional Regulations of the Remuneration System
Remuneration of Employees in Monitoring Units (section 9 of the IVV)

Regarding the remuneration of employees working in monitoring units within the meaning of sec-
tion 2 (11) of the IVV, emphasis is placed upon fixed remuneration. The variable remuneration
component of such employees is limited to less than one third of their total remuneration. In order
to avoid conflicts of interest, the amount of variable remuneration components for employees
working in monitoring units is never based on the same remuneration parameters applicable in
the organisational unit to be monitored.

Hedging Ban (section 8 of the IVV)

The risk adjustment of variable remuneration must not be restricted or neutralised by way of
hedging or other countermeasures, such as third-party contracts obliging the third party to make
direct or indirect compensation payments to the employee in the event of a reduction of variable
remuneration (insurance); this applies mutatis mutandis to derivatives designed to hedge price
losses of pbb financial instruments.

pbb has taken appropriate measures to prevent hedging or other countermeasures in this con-
text. Moreover, the banning of hedging and other countermeasures is contractually regulated in
collective wage agreements (applies to employees in Germany) and in individual employment
agreements (applies to employees as well as to 2™ level managers, and to employees abroad).
Compliance with these agreements is subject to reviews (spot checks).

10
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Review of, and Adjustments to, the Remuneration Systems (section 12 of the IVV)

In the case of any change to the business and risk strategy, the remuneration strategy and the
structure of the remuneration systems will be reviewed and adjusted if necessary. In addition, pbb
Group carries out reviews (and adjustments, if necessary) of its remuneration system and the
respective parameters to ensure appropriateness at least once a year, with a particular view to
their compatibility with Group strategies.

3.3 Individual Contract Non-Recurring Payments

During the financial year 2018, no commitments to non-recurring payments were made. Further-
more, no payments were made in connection with non-recurring payment commitments made in
the past.

4. Remuneration of the Management Board

Please refer to pbb Group’s 2018 annual report (p. 79 et seq.) for detailed information concerning
the remuneration system for members of the Management Board.

5. Governance of remuneration systems

pbb established a two-tier organisational and management structure in line with the AktG: it
comprises the Supervisory Board as an independent supervisory body, and the Management
Board, responsible for the management of the Bank. The Supervisory Board monitors, deter-
mines, and is responsible for the remuneration of the Management Board members, while the
Management Board monitors, determines, and is responsible for the remuneration systems per-
taining to senior staff and other employees of the pbb Group; in addition, the Management Board
ratifies the amount and allocation of the remuneration granted. In accordance with section 111 (4)
of the AktG, the Supervisory Board has introduced a requirement that the remuneration system
for employees requires Supervisory Board approval.

In line with the regulatory requirements as set by the KWG and the IVV, pbb’s remuneration gov-
ernance comprises the Remuneration Committee established by the Supervisory Board, and the
Remuneration Officer appointed by the Management Board.

The Remuneration Committee supports the Supervisory Board in ensuring that the remuneration
systems for the members of the Management Board have an appropriate structure, and prepares
Supervisory Board resolutions on the remuneration of Management Board members. This in-
cludes in particular the preparation of Supervisory Board resolutions regarding the determination
of the total amount available for variable remuneration as well as the determination of appropriate
remuneration parameters, performance contributions, performance and retention periods, togeth-
er with the conditions for partial or full reduction, or clawback, of variable remuneration. In addi-

11
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tion, the Remuneration Committee supports the Supervisory Board with a regular - at least annual
- review considering the appropriateness of the regulations of the remuneration system estab-
lished by the Supervisory Board.

Furthermore, the Remuneration Committee monitors the appropriate structure of the remunera-
tion systems for employees, and in particular for the Heads of Risk Management and Compli-
ance, and for risk takers. In this context, the Remuneration Committee assesses the effects of the
remuneration systems on the Group’s risk, capital, and liquidity management.

In addition, the Remuneration Committee supports the Supervisory Board in monitoring the prop-
er inclusion of internal control instances and any other relevant areas in the structuring of remu-
neration systems. As part of its duties, the Remuneration Committee assesses the impact of re-
muneration systems on the Bank's risk, capital and liquidity situation; it also ensures that remu-
neration systems are in line with (i) the Bank's business strategy (which is geared towards the
Bank's sustainable development) and the risk strategies derived from such strategy, as well as (ii)
the remuneration strategies at institutional and Group level.

The Remuneration Committee consists of the Supervisory Board’s Chairman and Deputy Chair-
man as well as one shareholder and one employee representative. The Remuneration Committee
convened five times during 2018, placing the emphasis on the implementation of IVV 3.0 - be-
sides regular subjects, such as the annual appropriateness review. The Remuneration Committee
cooperated closely with Human Resources and the Remuneration Officer.

pbb appointed a Remuneration Officer and a deputy in order to ensure appropriate, sustained
and effective monitoring of employee remuneration. The Remuneration Officer is responsible for
the constant monitoring of the appropriateness of pbb’s remuneration systems for employees.
Therefore, the Remuneration Officer is involved with the ongoing processes regarding remunera-
tion systems, both in terms of the conceptual and further redevelopment of such systems, as well
as with regard to their current implementation. An institutional reporting channel was established
for the Remuneration Officer to report directly - i.e. excluding involvement of the Management
Board - to the chair of the Remuneration Committee. At least once per year, the Remuneration
Officer produces a Remuneration Officer's Report, containing an assessment of the appropriate-
ness of the remuneration systems for employees (section 24 of the IVV).

12
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6. Disclosure of Remuneration Data

The following disclosure of remuneration data follows the stipulations laid out in section 16 of the
IVV in conjunction with article 450 of Regulation 575/2013/EU.

Due to the — from a technical perspective — more comprehensive definition of remuneration provid-
ed in the revised IVV (which now also includes statutory employer contributions to social insur-
ance) and the required allocation of all remuneration elements to fixed and variable remuneration,
the figures presented below are not directly comparable with the Remuneration Report 2017 and,
despite comparable personnel expenses, are higher overall.

6.1 Quantitative Information on Remuneration, Broken Down by Business Divisions

Based on pbb Group’s consolidated financial statements, and after fulfilment of the requirements
laid out in section 7 of the IVV was verified, the Management Board and the Supervisory Board
determined the total amount available for disbursement as variable remuneration at pbb in 2018 to
be €13.4 million (rounded). The final determination of target achievement at pbb according to the
applicable key performance indicators was set at 123% (rounded) based on pbb’s published con-
solidated financial statements. Target achievement at divisional level ranges between 80% and
130%.

According to article 450 (1) s. g of Regulation 575/2013/EU, quantitative information is disclosed
on an aggregated basis, broken down by business divisions.

Remuneration disclosures pursuant to section 16 (1) no. 3IVV

Members of the | Management board Business divisions
administrative or members Corporate Independent a
; 1 : L2 . 3| Otherdivisions

supervisory body section 25c KWG Functions Control Functions
Amount (€ mn) Amount/Number | Amount/Number | Amount/Number | Amount/Number [ Amount/Number
Members (headcount) 10 3
Total number of employees, headcount and FTE 196 (HC) 329 (HC) 403 (HC)
("Full Time Equivalent") at year-end 2018 182.08 (FTE) 303.26 (FTE) 367.93 (FTE)
Total remuneration for 2018 0.69 4.09 22.29 35.97 53.11
of which: total fixed remuneration 0.69 3.30 19.83 31.54 44.22
of which: total variable remuneration 0.79 2.46 4.43 8.89

(Values in table are subject to rounding differences)

! Both members are counted in the event of a change of member in the supervisory body

2 Communications, Human Resources, Information Technology, Legal

3 Finance, Corp. Office/ Corp.Development, Compliance, Group Internal Audit, Risk Management & Control; CRM PIF, CRM REF, Projekte Risk Management

4 Digitalisierung, Portfolio Analysis, RE Finance Continental Europa West, RE Finance Germany, RE Finance International Clients, UK&CEE, Treasury; Operations, Property
Analyses & Valuation, Loan Markets RE & Public Finance, Public Investment Finance
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6.2 Quantitative Information on Remuneration, Broken Down by Senior Managers and Risk
Takers

According to article 450 (1) lit. h of Regulation 575/2013/EU, the following table provides quantita-
tive information on the remuneration of senior managers and other employees whose actions have
a material influence on the risk profile of the Bank (so-called risk takers).

According to section 18 (2) of the IVV, pbb is obliged to carry out an independent risk analysis in
order to identify employees whose actions have a material influence on the risk profile of the Bank
(so-called risk takers).

pbb identifies risk takers according to section 18 of the IVV, in line with the criteria laid out in Dele-
gated Regulation (EU) 604/2014. These criteria refer in particular to:

function of senior manager or other form of executive position;
lending authorities;

voting rights in important committees; and

remuneration of the employee.

YV V VY

In total, besides the three members of the Management Board, a further 100 employees were
identified as risk takers in 2018. The Management Board informed the Supervisory Board con-
cerning the identified risk takers, while details of the internal risk analysis were documented.
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Remuneration disclosures on risk takers, pursuant to Art. 450 (1) lit. h CRR

Members of the
Management Board

administrative or b Corporate Independent - a
i members ther divisions’
supervisory bod: ions® jons®
P. w7 Y1 section 25¢ KWG Functions Control Functions’
section 25d KWG
Amount (€ mn) Amount/Number | Amount/Number | Amount/Number | Amount/Number | Amount/Number
Number of risk takers (headcount) 10 3 4 55 31
Number of risk takers (FTE) - - 4.00 53.38 31.00
of which: number of risk takers with second-level
. . - - 4.00 9.00 10.00
senior position (FTE)
Total fixed remuneration for 2018 0.69 3.30 119 8.91 8.54
of which: paid in cash / contribution in kind /
. " y 0.69 3.30 119 891 8.54
contribution to pension scheme / non-cash benefits
of which: paid in Common Equity Tier 1 (CET1)
instruments / Tier 2 (T2) instruments / other - - - - -
instruments
Total variabl, tion for 2018
otal variable remuneration for B a5 0 A 2o
f which: paid i h tribution in kind
of W.IC .pal mcas./con ribution in kind / ) R 0.40 015 139 146
contribution to pension scheme / non-cash benefits
of which: paid in shares / equivalent profit
participations / share-based or equivalent
instruments, which sustainably reflect the - 0.40 0.15 0.22 0.79
company’s value pursuant to section 20 (5) s. 1no. 1
\A%
of which: paid in instruments pursuant to section 20
(5)s.1no. 21V
Total f i iabl ion fi
‘otal amount of retained variable remuneration for B e 03 023 oS
2018
of which: retained variable remuneration for 2018
paid in cash / contribution in kind / contribution to - 0.24 0.09 0.12 0.39
pension scheme / non-cash benefits
of which: retained variable remuneration for 2018
paid in shares / equivalent profit participations /
share-based or equivalent instruments, which - 0.24 0.09 0.12 0.39

sustainably reflect the company value pursuant to
section 20(5) 5. 1no. 1 of the IVV

of which: deferred variable remuneration for 2018
paid in instruments pursuant to section 20 (5) s. 1 - - - -
no. 2 of the IVV

Additional disclosures on variable remuneration - - - -

Art. 450 (1) lit. h subsection (iii) CRR in conj. with Art. 450 (1) lit. h subsection (iv) CRR on retained variable remuneration from previous years

and explicit risk

Total amount of outstanding variable remuneration

retained in previous years as at the beginning of - 0.9 0.15 0.24 0.75

2018

of which: earned in 2018 - 0.09 - - 0.02
of which: paid out in 2018 - 0.04 - - 0.01

of which: not yet earned in 2018, i.e. still retained ; 0.85 0.15 024 074

as at year-end 2018

Total amount of explicit risk adjustments (malus
pursuant to section 20 (4) no. 3 IVV and reclaims
pursuant to section 20 (6) IVV, applied in 2018 to
the previously granted remuneration

Art. 450 (1) lit. h subsection (v) CRR on sign-on payments pursuant to section 5 (5) IVV

Number of beneficiaries of guaranteed variable
remuneration (sign-on payments) pursuant to - - - -
section 5 (5) IVV (headcount/FTE)

Total amount of guaranteed variable remuneration
(sign-on payments) pursuant to section 5 (5) IVV

Art. 450 (1) lit. h subsections (v) and (vi) CRR on severance payments pursuant to section 2 (5) in conj. with section 5 (6) IVV

Total amount of severance payments granted in
2018

Number of beneficiaries who were granted a
severance payments in 2018 (headcount/FTE)

Highest severance payment granted to a single
person in 2018

Total amount of severance payments paid in 2018 - - - -

Number of beneficiaries who received severance
payments in 2018

(Values in table are subject to rounding differences)

1 Both members are counted in the event of a change of member in the supervisory body

Communications, Human Resources, Information Technologie, Legal

* Finance, Corp. Office/ Corp. Development, Compliance, Group Internal Audit, Risk Management & Control; CRM PIF, CRM REF, Projekte Risk Management;
Digitalisierung, Portfolio Analysis, RE Finance Continental Europa West, RE Finance Germany, RE Finance International Clients, UK&CEE, Treasury; Operations,

Property Analyses & Valuation, Loan Markets RE & Public Finance, Public Investment Finance
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6.3 Number of Individuals with High Remuneration

According to article 450 (1) s. i of Regulation 575/2013/EU, the following table provides details on
the number of individuals being remunerated €1 million or more in the 2018 financial year. In this
context, remuneration comprises pension expenses incurred as part of company pension
schemes.

Remuneration disclosures pursuant to Art. 450 (1) sentence i CRR

Number of individuals being remunerated €1 million or more

1,000,000 bis 1,500,000 Euro 3

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 -

> 5,000,000 Euro -

Unterschleissheim, May 2019

Deutsche Pfandbriefbank AG
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