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Combined separate non-financial report

Pursuant to Art. 340i (5) in conjunction with Art. 315b (3) of the German

Commercial Code (HGB)

The success of the Commerzbank Group is shaped not just by finan-
cial factors, but also by a wide range of non-financial criteria.
Commerzbank therefore welcomes the EU Directive on the disclo-
sure of non-financial and diversity information as an important
step towards putting corporate social responsibility (CSR) at the
heart of corporate management and reporting. This directive was
implemented in German law with binding effect starting in finan-
cial year 2017 pursuant to the German Act on Strengthening Cor-
(CSR-Richtlinie-Umsetzungs-
gesetz). The law requires a report to cover at least five topics:

porate Non-Financial Reporting
environmental protection, treatment of employees, social respon-
sibility, respect for human rights and anti-corruption and anti-
bribery. Commerzbank has also decided to report on a sixth topic,
in the “Treatment of customers” section, as the Group’s customer
focus is a key non-financial success factor.

This summary stand-alone non-financial report (hereinafter the
“non-financial report”) applies for the Commerzbank Group and
for the parent company, Commerzbank AG. Further details on the
reporting format are found at the end of this document, in the sec-
tion “About this report”. The requisite description of the business

model is found on page 55 f. of the Group Management Report.

Environmental protection

Protecting nature and the environment is an important component
of the Commerzbank Group’s commitment to corporate responsi-
bility and sustainable business practices. Combating climate
change is a particularly critical part of this. However, Commerz-
bank has the biggest impact in creating a climate-friendly business
environment not through its own banking operations but through
financial services that promote protection of the environment — for
example renewable energy or energy efficiency measures — and
through decisions not to finance, or to cease financing, particular
business types as a financial institution. For instance, Commerz-
bank AG is no longer providing finance for coal-fired power sta-

tions.

" Not relevant for comdirect and Commerz Real.

Environmental criteria in lending’

To minimise the impact of its activities on ecosystems, Commerz-
bank reviews and evaluates transactions, products and customer
relationships where the environment plays a prominent role. This
is the case, for example, where projects lead to increased pollution
of the air, water or soil or could involve overexploitation of natural
resources.

Commerzbank AG’s Reputational Risk Management depart-
ment lays down the prerequisites and limits for the Bank’s activi-
ties by evaluating environmental impact, setting environmental
conditions in some cases or turning down transactions, products
and customer relationships altogether. It places a particular focus
on ensuring that lending activity is compatible with the Bank’s
sustainability principles, which are set out in published papers and
directives, for example on coal-fired power, oil and gas, electricity
generation, agricultural commodities, mining and land and forest-
ry. These positions and directives are reviewed regularly and up-
dated as necessary.

Reputational Risk Management works closely with classic Risk
Management. The management of reputational risks arising from
the potential impact of the Bank’s business activities on the envi-
ronment is an integral part of Commerzbank’s overall risk strategy

(see Group Risk Report, page 131). As a department within the

Group Communications division, Reputational Risk Management
falls under the direct responsibility of the Chairman of the Board of
Managing Directors. The Board of Managing Directors and Supervi-
sory Board are informed of reputational risks in the Bank on a
quarterly basis.

To continue developing its reputational risk management,
Commerzbank constantly monitors issues of potential environmen-
tal relevance and ensures they are embedded in the Bank’s inter-
nal processes and evaluation criteria. The credit decision and re-
porting processes are also reviewed regularly and updated if
required. In furtherance of this objective, the Bank take steps to
raise awareness internally and also engages in discussions on en-
vironmental risks with relevant external stakeholders such as non-
governmental organisations. In 2017, Commerzbank AG’s Reputa-
tional Risk Management investigated a total of around 6,000 cases
(2016: 6,200) involving environmental, social and ethical issues.


https://www.commerzbank.de/media/en/aktionaere/service/archive/konzern/2018_2/Geschaeftsbericht_2017_Konzern_EN.pdf
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mBank in Poland operates its own reputational risk manage-
ment based on its commitment to the United Nations Global Com-
pact. Introduced in 2016, the policy on providing services and fi-
nancing to entities operating in areas that are particularly sensitive
in terms of mBank’s reputational risk is designed to implement
this commitment and can result in the rejection of particular lend-
ing transactions or requests to open bank accounts. mBank’s repu-
tational risk strategy is reviewed annually and coordinated with
the reputational risk management of Commerzbank AG.

By publishing and rigorously applying its positions and direc-
tives, Commerzbank is able both to raise awareness among staff
and other market participants and to help reduce and prevent det-
rimental environmental impacts. This can lead to multiplication
effects whereby particular technologies or business types with a
significant adverse environmental impact may no longer have

access to funding sources in future.

Products and services with
environmental benefits?

For the economy to transition successfully to a low-carbon, sus-
tainable future, the financial system will have to play a role. Global
efforts to combat climate change call not only for favourable politi-
cal conditions and new technologies, but also for adequate finan-
cial resources. This gives rise to a range of opportunities for
Commerzbank due to the growing demand for financing solutions
on the one hand and sustainable investment opportunities on the
other. As a result, Commerzbank is developing products and ser-
vices in response to the changes in the demand for financing and
new investment opportunities in line with customer needs, while
also producing an environmental benefit. In doing so, the Bank is
at the same time reducing the risk of under-financing of green
technologies or business ideas that could mitigate climate change.

It is the job of the Sustainable Finance Committee, which was
founded in 2017, to assist in this process by bringing together de-
partments and activities connected with sustainable finance within
Commerzbank AG. Through the work of this committee the Bank
aims to actively support international transformation processes
and open up new, innovative business areas. Interdisciplinary co-
operation enables and promotes the exchange of information
across the Group, which supports the development of new prod-
ucts and services with an environmental benefit and the improve-
ment of existing ones.

Corporate and project finance encompassing the entire value
chain of renewable energies has been part of Commerzbank AG’s
portfolio since the mid-1980s. The aim is to contribute to the di-
rect or indirect financing of renewable energy with a minimum of
€2.5bn of new business by 2020. In 2017, the Energy Competence
Centre’s lending totalled around €5.2bn, compared with €5bn in
the previous year.

? Not relevant for mBank.

Commerzbank AG also actively incorporates sustainability as-
pects when developing classic lending solutions by advising its
customers on the benefits of public subsidies for these invest-
ments and motivating them to implement sustainable projects.
This enables customers to realise energy efficiency projects at a
relatively modest cost. The advice provided by Commerzbank AG
on public subsidies helps customers access the appropriate subsi-
dy offerings. With a share of around 9% in KfW’s environmental
subsidy programmes, Commerzbank AG is one of the leading
banks in Germany in financing such investments by small and me-
dium-sized enterprises.

As a participant in the European emissions trading system,
Commerzbank AG is a member of the World Bank’s Carbon Pric-
ing Leadership Coalition (CPLC) and is thus able to provide its
corporate customers with expert advice on current international
developments relating to emissions trading and carbon pricing.
Green bonds are a new and growing market segment. Commerz-
bank AG helps its customers to prepare and place bonds in the
renewable energy and energy efficiency sphere. It also partici-
pates in industry bodies and similar interest groups. In this way, it
makes an active contribution to developing the market for green
bonds. The volume of green bond issues managed by Commerz-
bank AG in 2017 was €5.5bn (€5.2bn in the previous year).

Commerzbank AG and comdirect also distribute successful sus-
tainable funds from various providers to private and institutional
customers and thereby help popularise environmentally friendly
investment products. According to an analysis carried out by the
German business magazine Focus Money, comdirect is viewed by
customers as one of the most sustainable providers on the German
financial market (rating of “excellent” in the overall ranking, edi-
tion 45/2017).

Commerz Real is also playing a part in successfully shaping the
energy transition. It launched its first investment in solar energy in
2005 and gave private investors access to many others via funds
up until 2013. Commerz Real is now one of the largest asset man-
agers in this segment in Germany with a total investment of
around €830m. In addition, the product range for professional in-
vestors was broadened in 2017 by adding the option of investing
in wind power facilities. An expansion of these investments is
planned for the coming years. Moreover, Commerz Real attempts
to improve sustainability in managing its real estate assets, for ex-
ample by obtaining electricity from renewable energy sources.
Sustainability criteria are also integrated in the due diligence pro-
cess when buying real estate. It is now the case that building sus-
tainability certificates have been issued to 24.4% of the properties
held by hausInvest, one of the biggest open-end real estate mutual
funds in Germany with around €13bn under management at the
end of 2017.

45

S
=
@
4

4
@

2
o
<]
a
=
S

o




Corporate Responsibility

46

Commerzbank Annual Report 2017

Treatment of employees

The keystone of Commerzbank’s HR policy is the furthering of a
trust-based corporate culture — this is particularly important in
times of restructuring, as is currently happening as the “Commerz-
bank 4.0” strategy is implemented. Dealing with employees fairly
and in a spirit of partnership is a prerequisite for long-term suc-
cess. “Commerzbank 4.0” represents a fundamental further devel-
opment of the business model through which the Bank wants to
reach its targets by 2020 (see Group Management Report, page

55 f.). With this strategy, Commerzbank is responding to the low
interest rate environment, growing regulatory demands, the digi-
talisation of society and the rising expectations of its customers.
Higher profitability on a sustained basis and increased competi-
tiveness are essential for Commerzbank’s future success. A reduc-
tion in headcount at Commerzbank AG is unavoidable in this con-
text. comdirect, Commerz Real and mBank, on the other hand, are
not currently seeking to reduce their staff numbers. The most im-
portant challenge for HR work in the Group at present is therefore
to carry out the reduction in staff at Commerzbank AG in a socially
responsible manner and at the same time continue to attract and
retain staff in a challenging labour market.

Where staff numbers have to be reduced, this is carried out in
close consultation with the employee representatives with the aim
of avoiding involuntary redundancies. In doing so, Commerzbank
goes beyond the statutory requirements. In 2017, the Bank
reached 32 different agreements on the partial reconciliation of
interests with the employee representative bodies, which covered
a range of HR instruments to ensure a socially responsible redun-
dancy programme. These include termination contracts with sev-
erance pay plus special arrangements for employees over age 56,
new placement offers, early retirement, part-time working for old-
er employees, assistance for employees changing their place of
work, individual reductions in working time and unpaid sabbati-
cals. Commerzbank’s associated restructuring expenses amounted
to €808m (see the consolidated notes, page 172).

Employer attractiveness

Commerzbank aims to offer its staff an environment where they
enjoy working and can do so successfully, thereby securing the
company’s long-term success. To retain staff in the Bank in the
long term and make full use of their qualifications to develop the
company, their capabilities must be identified and fostered at an
early stage. Commerzbank AG takes a holistic approach to this,
which also reflects in the HR work of the Group’s subsidiaries,
with the parent company in the role of “global functional lead”.
These efforts start with the recruitment and development of ap-
prentices and encompass the support offered to young graduates

% Does not apply to mBank.

in their first business roles, through to personal development of
experienced staff, managers and project managers.

The average age of employees at Commerzbank AG in Germany
was 45 in September 2017. With the current limits on the recruit-
ing of graduates, this may lead to demographic challenges for the
Bank. Short- to medium-term personnel planning is therefore sup-
plemented with a regular strategic personnel and capacity analysis
focused on long-term development. The launch of new trainee
programmes focused on international digital banking and compli-
ance are important elements of our commitment to continue at-
tracting graduates in future and to support staff development.

The changing conditions of an increasingly digital working
world are being integrated in the Commerzbank Group through
changes in the structure of work (mobile technical applications), a
de-emphasis of hierarchy, agile project management and flexibility
in the location and timing of work. The Group has also been con-
tinually strengthening its activities to improve work-life balance
for over 20 years and puts the promotion of professional fitness
and change at the heart of its personnel development measures.
Nowadays, Commerzbank offers its staff a range of solutions tai-
lored to their phase of life: flexible working time models, sabbati-
cals, easing the return to work after parent leave, arrangements
for the care of relatives or childcare on a regular basis or in excep-
tional cases. For example, comdirect has created special parent-
child offices and was recognised with the award for “Best employ-
er for families” by a German parenting magazine in 2017.

Work-related health problems represent an area in which the
Commerzbank Group can potentially exert some of the largest im-
pact on employee welfare. The aim of Commerzbank’s health
management is to support the psychological and physical health
and social well-being of all staff on a holistic basis. As part of the
Employee Assistance Programme (EAP)’, external psychologists
and counsellors are available to help staff and managers in difficult
personal and professional situations.

In a similar way, comdirect works to improve its employees’
health through sport, relaxation and nutrition courses, an employ-
ee support programme delivered through EAP service providers
offering advice on both physical and psychological health issues,
and a company doctor service. In Poland, the employee benefits
fund of mBank provides financial help to mBank staff, retirees and
their family members in health emergencies.

Up until 2014, Commerzbank regularly collected data on the
commitment and motivation of its staff and their willingness to
recommend the Bank. Since 2017, surveys have focused on execu-
tives and management staff and addressed the issues of digitalisa-
tion and the “Commerzbank 4.0” strategy. The plan is to broaden
these surveys to include more staff in future and thus devote
greater attention to the issue of employee engagement again.
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https://www.commerzbank.de/media/en/aktionaere/service/archive/konzern/2018_2/Geschaeftsbericht_2017_Konzern_EN.pdf

To our Shareholders Corporate Responsibility

Management Report

Risk Report Financial Statements Further Information

21 Corporate governance report and declaration on corporate

governance pursuant to Art. 315d in conjunction with

Art. 289f of the German Commercial Code (HGB)
27 Remuneration Report
40 Details pursuant to Art. 315 HGB
44 Non-financial report

mBank collates a picture of employee satisfaction and the
working environment every year in its employee engagement sur-
vey. Employees can make suggestions for improvement in the sur-
vey and give anonymous feedback on the organisational units they
work with.

Data on HR risks such as those related to motivation, resigna-
tion and bottlenecks are regularly reported to the Board of Manag-
ing Directors (see Group Risk Report, page 132 f.).

Diversity and equal opportunities

Diversity and inclusiveness are firmly integrated in Commerz-
bank’s corporate culture. Diversity is about recognising and pro-
moting the diverse backgrounds of our employees and customers.
Inclusiveness refers to an environment where diversity is acknowl-
edged and everyone has the opportunity to develop in accordance
with their abilities and interests. Commerzbank is committed to a
working environment that is free of prejudice and in which all em-
ployees feel accepted. Diversity Management is responsible for
achieving this aim. It focuses on six different dimensions; age,
gender, sexual orientation and identity, ethnic origin and national-
ity, religion and world view, and disability. Particular emphasis is
given to equality of the sexes and people with disabilities, as well
as the promotion of cultural diversity. The main forums for devel-
oping policy on these matters are firstly the Global Diversity Coun-
cil headed by Commerzbank’s board member responsible for HR,
who leads and manages the Group-wide activities on the issues of
diversity and inclusiveness. Secondly, Diversity Management ad-
vises and supports the nine employee networks currently within
Commerzbank AG, in which more than 1,500 staff are involved in
Germany and abroad.

Commerzbank is pursuing the Group-wide aim of increasing
the proportion of women in leadership positions to 35% across all
management levels below the Board of Managing Directors by
2021. In 2017, this proportion stood at 30.7% (previous year:
29.8%). At the end of the year under review, women held 28.6%
of leadership positions in Commerzbank AG in Germany (previous
year: 28.5%). Details on the proportion of women on the Supervi-

sory Board and Board of Managing Directors and at the first and

second levels of management can be found in the Corporate Gov-

ernance Report (page 24 f.).

Discrimination or harassment of employees is not tolerated at
Commerzbank. This includes both verbal and physical attacks as
well as sexual harassment or abuse of any kind. The threat of har-
assment or the creation of an intimidating atmosphere is equally
unacceptable.

* Does not apply to mBank.

Commerzbank guarantees its staff, customers and suppliers
that it will react quickly and appropriately in the event of legiti-
mate complaints. Staff have the freedom to use the complaints
procedures without fearing that they will be singled out for retalia-
tion. The employees affected are also entitled to use the Employee
Assistance Programme (EAP).* The works agreement on fair
treatment at work contains comprehensive information and guide-
lines for managers and staff of Commerzbank AG and comdirekt
on how to deal with discrimination. mBank has an anti-bullying
policy, which informs and protects employees. Employees of the
Group who are found guilty of misconduct can expect Commerz-
bank to examine all of its options under labour law. In particularly
serious cases where a criminal offence may have been committed,
Commerzbank will refer the case to the authorities. There was no
such case in 2017.

Social responsibility

The Commerzbank Group also considers itself to have a responsi-
bility to positively impact society. Banks exert influence in particu-
lar through the provision of financial infrastructure and through
the effects of financial services on the economy (see also the sec-
tions on the environment, treatment of customers, respect for hu-
man rights and combating bribery and corruption). Their role as
an employer and taxpayer is important for society. Moreover, the
properties in the investment and special funds of Commerz Real
offer new living space, particularly in conurbations and for student
accommodation. Commerzbank AG and the Group subsidiaries
also engage in extensive voluntary work for charitable purposes,
for example through numerous cooperation and sponsoring pro-
jects and the support of staff in such projects. To better assess and
manage the societal benefit of its voluntary work, donations and
foundation activities, Commerzbank has set itself the target of de-

veloping a method of quantifying this value contribution by 2020.

Social commitment

In terms of social commitment, the Commerzbank Group engages
in a variety of ways with its environment. Numerous projects and
initiatives developed together with political, economic and social
partners contribute to resolving current problems. Many of these
programmes could not be carried out without this support, and
their added value to society would be lost if Commerzbank did not
remain committed to them. Although social commitment is not
regarded as material for purposes of mandatory CSR reporting,
Commerzbank places great importance on the positive social im-
pact it is able to achieve.
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One example here is the environmental internship launched by
Commerzbank AG and the German national parks back in 1990.
The internship provides students with practical experience in the
areas of environmental education and PR work in national parks
throughout Germany. The Bank organises and finances the envi-
ronmental internship, while the national parks provide the practi-
cal and theoretical training. Almost 1,600 students have taken part
in the programme since it began. After completing the pro-
gramme, the graduates then bring their experience to bear in
business, politics, society and environmental protection.

The “green band” initiative (“Das Griine Band”) has been going
even longer — for over 30 years. Together with the German Olympic
Committee, Commerzbank AG awards a prize of €5,000 to 50
sports clubs annually that have made outstanding contributions to
promoting talent and youth sport. To date, over 500,000 children
and young people in more than 1,800 sports clubs have benefited
from the initiative.

The companies of the Commerzbank Group also place particu-
lar emphasis on corporate volunteering as part of their social
commitment. Staff are encouraged and enabled to volunteer, for
example by being granted leave or being provided with infrastruc-
ture. This personal commitment by staff benefits society and im-
proves the living conditions of disadvantaged people. At the same
time, volunteering raises morale in the workplace and promotes
mutual understanding among staff. Over 750 employees of Commerz-
bank AG were active in volunteering in 2017. Staff can become
involved in a whole range of projects. In Germany, for example,
they can help prepare disadvantaged youth for working life or as-
sist in refugee integration, non-profit sports projects and other
areas of social engagement. In Poland, mBank and mFoundation
also jointly support the further education of primary school teach-
ers in the fields of economy and finance.

Various foundations run or supported by the Group make an
important contribution to the sustainable development of society.
Within Commerzbank, various foundations are active in the areas
of education, science, art and culture and social engagement: The
Commerzbank Foundation supports key facilities and exemplary
projects related to scientific, cultural and social activities through-
out Germany, providing incentives for young researchers, cultural
mediation and social participation. The Jirgen Ponto Foundation
has been promoting young artists in Germany for around 40 years,
in music, the visual and performing arts and literature. In addition,
six social foundations have been established to provide financial
support to the Bank’s employees in unforeseeable emergencies.

® Not relevant for comdirect or Commerz Real.

The common aim of all the foundations is to make a long-term
contribution to social development and sustainability. In 2017,
Commerzbank AG supported these foundations with a total of
€1.17m, which funded staff, workplaces and other operating costs,
for example.

comdirect is involved together with the Stuttgart stock exchange
in a maths foundation (“Stiftung Rechnen”) that promotes the im-
portance of mathematics as a fundamental part of our culture and
the improvement of maths skills in Germany. The mFoundation in
Poland has a similar objective. For the period from 2014 to 2020, it
has put an emphasis on its “m for mathematics” strategy, which
works with schools, universities and libraries to strengthen maths
skills across the country. In 2017, the cost of the statutory respon-
sibilities of the mFoundation amounted to around €860,000.

Commerzbank AG also made charitable donations of €432,000

in the past financial year.

Respect for human rights

Commerzbank is committed to respecting human rights on the
basis of internationally accepted norms such as the Universal Dec-
laration of Human Rights, the International Covenant on Civil and
Political Rights, the International Covenant on Economic, Social
and Cultural Rights and the core ILO labour standards. As a Ger-
man company, Commerzbank is also bound by the OECD Guide-
lines for Multinational Enterprises and acknowledges the Guiding
Principles for Business and Human Rights of the United Nations.
Both Commerzbank AG and mBank are signatories of the United
Nations Global Compact and, as such, have voluntarily undertaken
to respect human rights in their sphere of influence. As a result,
Commerzbank is making a contribution to the promotion and re-
spect of human rights in its area of influence.

Human rights criteria in lending®

Commerzbank also takes account of human rights issues when
conducting business with its customers. This may relate to a cus-
tomer’s neighbours, employees or people indirectly affected, for
example in the disposal of raw material waste in developing coun-
tries or cotton production. Commerzbank AG and mBank have
each formulated their own positions and guidelines that are ap-
plied to all decisions taken by Reputational Risk Management and
which, simply by virtue of their existence, increase staff awareness

of the business relevance of non-financial issues.
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Commerzbank AG has also formulated a detailed position on
the observance of human rights, which is available on its website.
On the basis of this policy, transactions and business relationships
where human rights play an important role are carefully re-
searched and analysed by Reputational Risk Management and
evaluated on a different basis from standard transactions. This can
lead in some cases to the refusal of the transaction in question or
the rejection or termination of a business relationship.

Reputational Risk Management at Commerzbank AG reports
non-quantifiable risks to the Risk Committee of the Supervisory
Board on a quarterly basis. Decisions with a significant or high
reputational risk — including those with a human rights impact -
are also reported quarterly to the CFO and the board members
responsible for the relevant business segments.

Following the signing of the UN Global Compact in 2015,
mBank published a policy for its own reputational risk manage-
ment relating to customer services in sensitive business areas (see
the “Environmental protection” section). It is designed to prevent
mBank from conducting business with customers connected in
any way with the use of child or forced labour, serious environ-
mental damage or the destruction of world heritage sites.

In addition, Compliance Management in the Commerzbank
Group monitors compliance by the Bank and its business partners
with national and international laws and guidelines. This includes
compliance with embargoes and sanctions, in particular the im-
plementation of UN sanctions relating to the protection of human
rights and the prevention of money laundering and terrorist
financing.

Combating bribery and corruption

Compliance with the law and applicable guidelines is the founda-
tion of corporate responsibility. The focus of Commerzbank’s com-
pliance activities is on combating money laundering and terrorist
financing, insider trading, fraud, corruption and other criminal
activities wherever the Bank does business. In order to stay ahead
of the constantly increasing complexity of national and interna-
tional legislation and regulations, the Group is continually devel-
oping its compliance risk management and bringing it into line
with current developments and challenges. Further information on
the material issue of compliance, beyond the combating of bribery
and corruption, can be found in the Group Management Report,

page 59, and the Group Risk Report, page 130.

® Does not apply to mBank.

Anti-corruption

As a fair market participant, Commerzbank is committed to
fighting bribery and corruption. The companies within the Group
adhere to the OECD’s Guidelines for Multinational Enterprises and
comply with the OECD Convention on Combating Bribery of For-
eign Public Officials in International Business Transactions. More-
over, Commerzbank AG and mBank have undertaken to adhere to
the ten principles formulated in the UN Global Compact — includ-
ing combating corruption.

These external standards are supplemented with internal
guidelines. Together they form the framework for Compliance
Management for combating corruption. This includes binding
codes of conduct that provide a framework for correct and ethical-
ly appropriate conduct in the day-to-day working environment.
Furthermore, the Commerzbank Board of Managing Directors has
published the Global Anti-Bribery and Corruption Policy (ABC Pol-
icy), which applies throughout the Group and clarifies and sup-
plements the existing rules and processes — for example on gift-
giving or conflicts of interest.

Bribery and corruption can lead to direct financial losses. They
can have a whole series of negative effects, ranging from reputa-
tional damage and deterring investors through to the payment of
fines. Alongside economic costs, the social and environmental
costs of corruption can be considerable — for example, if funds
intended for government spending are diverted or social inequality
is exacerbated. Moreover, beyond infringing on the law, every
form of corruption raises serious moral and political concerns, un-
dermines responsible corporate management and economic de-
velopment and distorts national and international competition.

Commerzbank has introduced central prevention systems for
the Group in order to identify, monitor, mitigate and ultimately
avoid bribery and corruption risks and thus ensure compliance
with the ABC Policy. These systems comprise risk analysis, due
diligence reviews of third parties, training, mandatory time away®,
compliance checks including an evaluation of their effectiveness,
the Global Code of Conduct (revised in 2017), the integrity clause,
internal controls, the business keeper monitoring whistle-blowing

system and reliability checks of potential employees.

49

S
=
@
4

4
@

2
o
<]
a
=
S

o



https://www.commerzbank.de/media/en/aktionaere/service/archive/konzern/2018_2/Geschaeftsbericht_2017_Konzern_EN.pdf
https://www.commerzbank.de/media/en/aktionaere/service/archive/konzern/2018_2/Geschaeftsbericht_2017_Konzern_EN.pdf

Corporate Responsibility

50

Commerzbank Annual Report 2017

Potential compliance risks are evaluated and mitigated on the
basis of risk analysis. It is carried out Group-wide once a year and
applies to all Group companies, branches and companies other-
wise affiliated in Germany and abroad that are deemed to be rele-
vant for compliance purposes. The analysis includes a dedicated
section on corruption and assesses the relevant risks and control
activities carried out by these entities. The Bank regularly reviews
the prevention measures implemented as a result of the risk analy-
sis and supplements them as needed.

Commerzbank’s ABC Policy seeks to combat bribery, undue
preferential treatment and other forms of corruption: It applies
both within and outside the Group and in dealings with trade or-
ganisations, public officials and anyone who has a relationship
with the Bank. The prohibition on any kind of bribery or corrup-
tion applies not just to employees, but also to “related persons”
such as agents and intermediaries. Special ABC training has been
developed to support employees in implementing the policy. It is
mandatory for all staff and managers to complete this training eve-
ry year. Business and functional units with heightened risk profiles
and individuals in functions at Commerzbank that have an in-
creased risk of bribery and corruption receive additional needs-
based training. In addition, an anti-corruption team is available for
questions at any time. Both employees and external persons can
access a whistle-blowing platform on the internet to report sus-
pected cases anonymously.

Business partners and service providers of Commerzbank AG
are systematically analysed for any indications of corruption as
part of the due diligence process and may continue to be reviewed
after the business relationship has been initiated. All newly signed
contracts with Commerzbank AG contain a binding integrity
clause. As business processes are always evolving and new legal
requirements coming into force, Commerzbank is constantly striv-
ing to optimise all compliance-relevant processes. The Compliance
division has wide-ranging authority and escalation rights, includ-
ing powers to obtain information and carry out investigations.

Corruption or other criminal action by staff is explicitly not tol-
erated by Commerzbank. The Bank has a zero-tolerance approach
to criminal offences. Any employee who is proven to have
breached this principle will face the full consequences under em-
ployment, civil and criminal law. We are not aware of any cases of
corruption in the Commerzbank Group in 2017.

7 Does not apply to Commerz Real.

Treatment of customers

The Commerzbank Group can only be successful on a sustained
basis if its customers are satisfied. Our products and services are
therefore designed to serve the interests of customers, and the
Bank treats customer satisfaction as one of the most important
metrics in evaluating its business success.

Transparency and fairness in customer
relationships

If advice is not based primarily on the interests of customers, if
unsuitable products are suggested or poor recommendations are
made, this can have a serious impact on customers’ affairs. As a
result, fairness and competence are among the guiding values for
the Commerzbank Group companies — both in dealing with cus-
tomers and when designing products.

For example, Commerzbank AG meets its objective of providing
fair and competent advice with its “Customer Compass”, financial
planning software that has received a number of awards. Using
this software, Commerzbank’s advisors are able to analyse the in-
dividual needs of their retail and business customers and jointly
create holistic solutions and financial plans. Moreover, Commerz-
bank has in recent years introduced new products and services
that are particularly beneficial to customers. These include free
current accounts, business accounts with a satisfaction guarantee
and retail mortgage financing with a free choice of supplier.

The willingness of Commerzbank’s customers to recommend
the Bank plays an important role in the remuneration system of
Commerzbank AG and comdirect. The benchmark we use in the
Private & Small-Business Customers segment is the net promoter
score (NPS)’, an internationally recognised standard for measur-
ing customer satisfaction. Around 12,000 customers of Commerz-
bank AG are asked in a brief telephone interview every month
whether they would recommend their branch to others. The result-
ant information is used to improve customer service and thereby
achieve a lasting increase in customer satisfaction. The proportion
of private and small-business customers with a high willingness to
recommend the Bank (“promoters”), stood at over 60% in 2017,
as determined by Commerzbank AG’s NPS survey. That is a very
high level, which is reflected in the growing number of new cus-
tomers. In Germany alone, the segment gained 500,000 new cus-
tomers in 2017. The majority of comdirect customers are also sat-
isfied enough with their bank that they would be willing to
recommend it to others (56% promoters).
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Customer satisfaction is also a priority for mBank. Projects
such as “mSatisfaction” are designed to further strengthen cus-
tomer loyalty. mBank measures satisfaction with the relationship
in general and with particular products and processes in retail and
corporate banking via the NPS. In retail banking, the NPS rose in
2017. Among corporate customers, too, customer satisfaction has
markedly improved since mBank started measuring NPS in 2014.
In September 2017, the magazine Forbes published its ranking of
the best banks for corporate customers in Poland. mBank won the
competition for the second time in a row and was found to be the
bank that best meets the requirements of small and medium-sized
companies in Poland.

In Commerzbank AG’s corporate customer business, data is
gathered from an average of 7,000 corporate customers annually
to provide information on how satisfied customers are with the
service they receive in this segment and what expectations and
suggestions they have for the relationship. The corporate custom-
ers cite the commitment of advisors and the quality of advice as
clear strengths, alongside market, industry and company expertise
and professionalism in the provision of trade finance. This is re-
flected in a consistently high level of customer retention. According
to the results of the recent customer survey, 94% of corporate
customers intend to continue their business relationship with
Commerzbank and 87% are prepared to recommend Commerz-
bank to others. Customer satisfaction is an element of the targets
set for sales staff and sales-supporting departments in the Corpo-
rate Clients segment.

The Group’s companies actively engage with customers so as
to fulfil the interests of customers in the best way possible: Ex-
perts engage with customers in various forums to ensure that their
ideas and suggestions are taken into account when developing
products and services. As digitalisation offers new opportunities
for direct client participation, Commerzbank AG is currently plan-
ning and testing new formats for engaging with its private cus-
tomers. For example, the Bank launched the Customer Solution
Lab in 2017. Here, the objective is to involve customers in the de-
velopment of innovative products and services. New concepts are
presented as prototypes or in advisory meetings and discussed
constructively. This gives Commerzbank immediate, concrete ideas
for bringing its product range as closely as possible into line with
the needs of its customers. comdirect customers can get involved
in the “comdirect community”, an internet platform where cus-
tomers and others with an interest in the financial market can dis-
cuss products and other financial issues with their bank.

The Corporate Clients segment of Commerzbank AG regularly
conducts issue-specific customer surveys in order to develop its
product and service range. This provides important information on
customer needs and preferences, which can be used in the design
of products and processes. The Bank’s aim is always to base prod-
uct optimisation and innovation on the benefits provided to cus-
tomers, e.g. in the field of digitalisation. In the same way, Commerz

Real uses regular surveys of the tenants of its properties to inte-
grate the needs of this important customer group in the develop-
ment of its product range.

Protecting personal data also has the highest priority in the
treatment of customers. The company’s data protection officers
provide assistance to the Bank’s business units in Germany and
abroad and monitor adherence to data protection provisions,
guidelines and procedural instructions in compliance with the law.
In 2017, 158 complaints about the handling of customer data were
received Group-wide. This is a very low figure relative to more
than 18 million private and small business customers and over
60,000 corporate customers. Nonetheless, Commerzbank energet-
ically pursues every single case. In most cases, the complaint was
that customer data had been subject to unauthorised use or had
been obtained by third parties. Some of the complaints were for-
warded directly to the data protection authority.

Measures to prevent payment fraud and the resultant losses are
of great benefit for customers, as they make it possible to identify
fraud attempts early on, minimising losses. Commerzbank AG is
taking action to combat a form of fraud known as “CEO fraud” that
tricks corporate customers into making payments, which has re-
cently been on the rise. Commerzbank AG’s efforts include launch-
ing an extensive range of courses for customers in Germany and
selected European locations to address this issue. In August 2017,
comdirect’s high security standards were recognised by the Ger-
man magazine Focus Money, which awarded comdirect the title of
“most secure online bank”.

About this report

Under the German Act on Strengthening Corporate Non-Financial
Reporting (CSR-Richtlinie-Umsetzungsgesetz), Commerzbank is
obligated to prepare a non-financial report (Art. 340a (1a) of the
German Commercial Code). With this non-financial report, Commerz-
bank hereby satisfies this requirement pursuant to Art. 340i (5) in
conjunction with Art. 315b (3) and Art. 298 (2) of the German
Commercial Code.

For the purposes of this 2017 non-financial report, we analysed
the topics addressed here on a materiality basis. This identified
the non-financial issues required to understand the development,
results and performance of the business and where Commerz-
bank’s business activities could have a significant impact. Unless
stated otherwise, the information in this report relates to the
Group. Alongside the parent company, Commerzbank AG, the
main subsidiaries according to the risk inventory were included,
i.e. comdirect bank AG, Commerz Real AG, mBank S. A. and
Commerzbank Finance & Covered Bond S. A. (CFCB). In many are-
as — anti-corruption, HR management and reputational risk man-
agement, for example - the guidelines of Commerzbank AG apply
to the entire Group by way of the “global functional lead” role. If
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arrangements in the subsidiaries differ from those of the parent
company, this is indicated in the report. CFCB, which only had 10
staff at the end of 2017 and was in charge solely of a workout port-
folio, did not have any additional information to contribute on non-
financial issues in 2017 and is included in the information on
Commerzbank AG.

The option provided by law of using a reporting framework has
not been adopted, in the interest of providing focused information
for the readership of our financial reporting. Detailed information on
the corporate responsibility strategy of Commerzbank AG, the objec-
tives of its sustainability programme and other non-financial indica-
tors can be found in the GRI report (Global Reporting Initiative) and
the declaration of compliance with the German Sustainability Code
published on the Group’s corporate responsibility web page
(https://www.nachhaltigkeit.commerzbank.com). References to in-

formation beyond the parent company and Group financial state-
ments and the (Group) Management Report is considered to be sup-
plementary and not an integral part of this non-financial report.

Beyond the presentation in the Group Risk Report (page 99 ff.),
application of the net method is not associated with any material
risks either from the Bank’s own business activities or in connec-
tion with business relations, products or services that would be
highly likely to have a severe negative impact on the above-
mentioned non-financial aspects, now or in the future.

This non-financial report was subject to a business audit to ob-
tain limited assurance, performed by the auditing firm PwC, in
accordance with ISAE 3000 (Revised). The unqualified certification

of the business audit is found on page 303.


https://www.commerzbank.de/media/en/aktionaere/service/archive/konzern/2018_2/Geschaeftsbericht_2017_Konzern_EN.pdf
https://www.commerzbank.de/en/nachhaltigkeit/home_1/home_neu_1.html
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Practitioner’s Report of

of the non-financial
report

Independent Practitioner’s Report

on a Limited Assurance Engagement on Non-financial Reporting’

To Commerzbank AG,
Frankfurt/Main

We have performed a limited assurance engagement on the com-
bined separate non-financial report pursuant to §§ (Articles) 340a
Abs. (paragraph) 1a in conjunction with (hereinafter “icw”) 289b
Abs. 3 and 340i Abs. 5 icw 315b Abs. 3 HGB ("Handelsgesetz-
buch": "German Commercial Code") of Commerzbank AG, Frank-
furt am Main, (hereinafter the “Company”) for the period from
1January 2017 to 31 December 2017 (hereinafter the “Non-

financial Report”).

Responsibilities of the Executive Directors

The executive directors of the Company are responsible for the
preparation of the Non-financial Report in accordance with §§ 340a
Abs. 1a icw 289b Abs. 3 and 340i Abs. 5 icw 315b Abs. 3 HGB.

This responsibility of Company’s executive directors includes
the selection and application of appropriate methods of non-
financial reporting as well as making assumptions and estimates
related to individual non-financial disclosures which are reasona-
ble in the circumstances. Furthermore, the executive directors are
responsible for such internal control as they have considered nec-
essary to enable the preparation of a Non-financial Report that is

free from material misstatement whether due to fraud or error.

Independence and Quality Control of the
Audit Firm

We have complied with the German professional provisions
regarding independence as well as other ethical requirements.

Our audit firm applies the national legal requirements and pro-
fessional standards — in particular the Professional Code for Ger-
man Public Auditors and German Chartered Auditors (“Berufs-
satzung fur Wirtschaftsprifer und vereidigte Buchpriifer;
BS WPABP”) as well as the Standard on Quality Control 1 published
by the Institut der Wirtschaftspriifer (Institute of Public Auditors in
Germany; IDW): Requirements to quality control for audit firms
(IDW Qualitatssicherungsstandard 1: Anforderungen an die Quali-
tatssicherung in der Wirtschaftspriiferpraxis; IDW QS 1) — and ac-
cordingly maintains a comprehensive system of quality control
including documented policies and procedures regarding compli-
ance with ethical requirements, professional standards and appli-
cable legal and regulatory requirements.

Practitioner’s Responsibility

Our responsibility is to express a limited assurance conclusion on
the Non-financial Report based on the assurance engagement we
have performed.

Within the scope of our engagement we did not perform an au-
dit on external sources of in-formation or expert opinions, referred
to in the Non-financial Report.

! PricewaterhouseCoopers GmbH has performed a limited assurance engagement on the German version of the Non-financial Report and
issued an independent assurance report in German language, which is authoritative. The following text is a translation of the independent

assurance report.
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We conducted our assurance engagement in accordance with
the International Standard on Assurance Engagements (ISAE)
3000 (Revised): Assurance Engagements other than Audits or Re-
views of Historical Financial Information, issued by the IAASB.
This Standard requires that we plan and perform the assurance
engagement to allow us to conclude with limited assurance that
nothing has come to our attention that causes us to believe that
the Company’s Non-financial Report for the period from 1 January
2017 to 31 December 2017 has not been prepared, in all material
aspects, in accordance with §§ 340a Abs. 1a icw 289b Abs. 3 and
340i Abs. 5 icw 315b Abs. 3 HGB.

In a limited assurance engagement the assurance procedures
are less in extent than for a reasonable assurance engagement,
and therefore a substantially lower level of assurance is obtained.
The assurance procedures selected depend on the practitioner’s

judgment.

Within the scope of our assurance engagement, we performed
amongst others the following assurance procedures and further
activities:

Obtaining an understanding of the structure of the sustainability
organization

Inquiries of personnel involved in the preparation of the Non-
financial Report regarding the preparation process, the internal
control system relating to this process and selected disclosures
in the Non-financial Report

Identification of the likely risks of material misstatement of the
Non-financial Report

Analytical evaluation of selected disclosures in the Non-
financial Report

Comparison of selected disclosures with corresponding data in
the (consolidated) financial statements and in the (group) man-
agement report

Evaluation of the presentation of the non-financial information

Assurance Conclusion

Based on the assurance procedures performed and assurance evi-
dence obtained, nothing has come to our attention that causes us
to believe that the Company’s Non-financial Report for the period
from 1 January 2017 to 31 December 2017 has not been prepared,
in all material aspects, in accordance with §§ 340a Abs. 1a icw
289b Abs. 3 and 340i Abs. 5 icw 315b Abs. 3 HGB.

Intended Use of the Assurance Report

We issue this report on the basis of the engagement agreed with
the Company. The assurance engagement has been performed
for purposes of the Company and the report is solely intended to
inform the Company about the results of the limited assurance
engagement. The report is not intended for any third parties to
base any (financial) decision thereon. Our responsibility lies only
with the Company. We do not assume any responsibility towards
third parties.

Frankfurt/Main, 5 March 2018

PricewaterhouseCoopers GmbH
Wirtschaftspriifungsgesellschaft

Hendrik Fink
Wirtschaftspriifer

ppa. Nicolette Behncke
Wirtschaftspriifer

[German public auditor] [German public auditor]





