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Basic Information About
the Group

Business model of the Group

Landesbank Hessen-Thiiringen Girozentrale (Helaba) is a credit
institution organised under public law; its long-term strategic
business model is that of a full-service bank with a regional
focus, a presence in carefully selected international markets and
a very close relationship with the Sparkassen-Finanzgruppe.
One key aspect of Helaba’s business modelis its legal form as a
public-law institution. Helaba operates as a for-profit entity in
line with the applicable provisions of the Charter and the Treaty
of the Formation of a Joint Savings Banks Association Hesse-
Thuringia. The Treaty and the Charter establish the legal frame-
work for Helaba’s business model. Other factors central to this
business model are Helaba’s status as part of the Sparkassen-
Finanzgruppe with its institutional protection scheme, the dis-
tribution of tasks between Sparkassen, Landesbanken and other
S-Group companies, the large stake in Helaba owned by the
Sparkassen organisation, and Helaba’s retention and expansion
of its activities in the S-Group and public development and in-
frastructure business.

Helaba serves its clients in three functions: as a commercial
bank, as a Sparkasse central bank and as a development bank.

As a commercial bank, Helaba operates in Germany and abroad.
The Bank’s hallmarks include stable, long-term customer rela-
tionships. It works with companies, institutional clients, the
public sector and municipal corporations.

Helaba is a Sparkasse central bank and S-Group bank for the
Sparkassen in Hesse, Thuringia, North Rhine-Westphalia and
Brandenburg and, therefore, for around 40 % of all Sparkassen
in Germany. It operates as a partner to the Sparkassen rather
than as a competitor.

Helaba and the S-Group Sparkassen in Hesse and Thuringia
together constitute the Sparkassen-Finanzgruppe Hessen-
Thiringen, which follows a business model based on economic
unity and a joint S-Group rating. Comprehensive co-operation
and business agreements have been entered into with the
Sparkassen and their associations in North Rhine-Westphalia.
In addition, there are sales co-operation agreements with
the Sparkassen in Brandenburg. The agreements with the

Sparkassen in North Rhine-Westphalia and Brandenburg com-
plement the S-Group Concept of the Sparkassen-Finanzgruppe
Hessen-Thiringen, which continues in its current form.

In its capacity as the central development institution for Hesse,
Helaba administers public-sector development programmes
through Wirtschafts- und Infrastrukturbank Hessen (WIBank).
As a dependent institution within Helaba, WIBank enjoys a di-
rect statutory guarantee from the State of Hesse, which is in
compliance with applicable European Union (EU) law. WIBank’s
business activities are guided by the development objectives of
the State of Hesse. Helaba also has stakes in a number of other
development institutions in Hesse and Thuringia.

In addition to Helaba, the business model includes further
strong, well-known brands (in some cases, legally independent
subsidiaries) that complement the Group’s product portfolio.

Helaba is the marketleaderin the home loans and savings busi-
ness in both Hesse and Thuringia through Landesbausparkasse
Hessen-Thiringen (LBS).

Frankfurter Sparkasse, a wholly owned subsidiary of Helaba or-
ganised under German public law, is the leading retail bank in
the Frankfurt am Main region with around 820,000 customers.
It also has a presence in the nationwide direct banking market
through 1822direkt.

Frankfurter Bankgesellschaft (Schweiz) AG (FBG) and its wholly
owned subsidiary Frankfurter Bankgesellschaft (Deutschland)
AG provide Helaba’s products and services for Sparkassen in
private banking and in the wealth and asset management
businesses. FBG, which operates as the private bank of the
Sparkassen-Finanzgruppe, acquires high-net-worth customers
in Germany through Sparkassen in the S-Group with which it has
a collaboration agreement. Frankfurter Bankgesellschaft’s
Family Office complements its range of professional advisory
services in connection with all asset-related matters.

The wholly owned subsidiary Helaba Invest is one of Germany’s
leading institutional asset management companies that admin-
ister and manage both securities and real estate. Its product
range includes special funds for institutional investors and retail
funds as a management and/or advisory portfolio, comprehen-
sive fund management (including reporting and risk manage-
ment), advice on strategy and support for indirect investments.
Within the Sparkassen-Finanzgruppe, Helaba Invest is the larg-
est provider of special funds for institutional investors.



The GWH Group holds one of the largest residential real estate
portfolios in Hesse, comprising around 49,000 managed resi-
dential units. The group focuses on developing residential real
estate projects and on managing and optimising residential
property portfolios.

The OFB Group is a full-service group of companies in the fields
of real estate project development, land development and the
construction and project management of high-value commercial
real estate. It operates throughout Germany with a particular
focus on the Rhine-Main region.

The Bank’s registered offices are situated in Frankfurt am Main
and Erfurt, and it also has branches in Disseldorf, Kassel, Paris,
London, New York and Stockholm. The branches allow Helaba to
strengthen its local presence close to customers and Spar-
kassen. The foreign branches provide Helaba with access to the
funding markets, particularly those markets based on the
US dollar and pound sterling. The organisation also includes
representative and sales offices, subsidiaries and affiliates.

Management instruments and non-financial
performance indicators

As part of managing the Bank as a whole, Helaba has integrated
systems in place for business and productivity management.
This is based on a multi-level margin accounting system.
Controlling comprises both the management of absolute in-
come and costs and the integrated management of contribution
margins. The target is to achieve a cost-income ratio below
70%. The cost-income ratio is the ratio of general and adminis-
trative expenses to total income (profit before taxes net of gen-
eral and administrative expenses and of loss allowances for
loans and advances). The annual planning process, from which
a budgeted statement of financial position and income state-
ment are derived, also follows this system. Regular plan/actual
comparisons are generated and variances analysed based on a
management income statement produced in the margin ac-
counting system at regularintervals in the course of the financial
year. In line with management reporting, segment information
is based oninternal management (contribution margin account-
ing) and also on external financial reporting.

One key indicator used to manage portfolios is the volume of
new medium- and long-term business (defined as the volume
of new medium- and long-term business with a funding term of
more than one year). Systematic preliminary costings are carried
out for loan agreements, in particular to ensure that new busi-
ness is managed with a focus on risk and profitability.

Equity is managed through the allocation of regulatory and
economic limits and through the capital ratio. When the target
capital ratios are set, the targets take into account the additional
own funds requirements specified by the European Central Bank
(ECB). The minimum Common Equity Tier 1 (CET1) capital ratio
required to be maintained by the Helaba Group (as defined by
the German Banking Act (Kreditwesengesetz, KWG) and the
Capital Requirements Regulation (CRR)) in 2019 under the
Supervisory Review and Evaluation Process (SREP) decision
taken by the ECB was 9.85 %. Profitability targets are managed
on the basis of, for example, the economic return on equity (ratio
of profit before taxes to average capital employed in the financial
year determined in accordance with IFRS). Helaba has set a
target range of 5% to 7 % for economic return on equity before
tax.

The leverage ratio measures the ratio between regulatory
capital and the unweighted total of all on-balance sheet and
off-balance sheet asset items including derivatives. Currently,
banks must disclose the leverage ratio and report it to the su-
pervisory authorities as an indicator for monitoring purposes.
However, based on a new EU Regulation amending the CRR
published at the beginning of June 2019, a binding minimum
leverage ratio of 3.0 % will apply from mid-2021. Helaba is
already taking this ratio into account in its management
systems.

The CRR specifies that banks must calculate a (short-term)
liquidity coverage ratio (LCR) and a net stable funding ratio
(NSFR). The regulatory minimum LCR is 100 %. The amended
CRR published in 2019 implements the NSFR in the EU and it
will be mandatory to comply with the NSFR requirements from
2021.The NSFR is already being taken into account in Helaba’s
management systems. Both liquidity ratios are leading to an
increase in liquidity management costs and therefore have a
negative impact on profitability.

In July 2019, as part of the implementation of the Single Reso-
lution Mechanism (SRM) in Europe, the competent resolution
authority for the first time specified an institution-specific min-
imum requirement for own funds and eligible liabilities (MREL).
The binding MREL for the Helaba Group — based on figures as at
31 December 2017 —is 8.46 % of total liabilities and own funds
(TLOF). This equates to 24.8 % of risk-weighted assets (RWAs).

To fund itself, Helaba draws on different sources and products,
focusingin particular on the anchor sources of funding available
through direct and indirect Sparkasse business (proprietary and
customer transactions) as a result of belonging to a strong
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association of financial institutions. Development funds raised
through WIBank and Pfandbrief issues are also a cost-efficient
component of its stable funding base.

As the leading S-Group bank in the Sparkassen-Finanzgruppe,
Helaba is continuously expanding its business relationships
with Sparkassen throughout Germany. In the regions of Hesse,
Thuringia and North Rhine-Westphalia, where Helaba acts as
the Sparkasse central bank, Helaba uses standard criteria to
determine a product use ratio that expresses the volume of
business conducted with Helaba and its subsidiaries as a per-
centage of the total purchases by each Sparkasse. The target
range for product utilisation rates is 60 % to 80 %.

As a public-law credit institution with a mandate to operate in
the publicinterest, Helaba has laid down guiding sustainability
principles in which it has pledged its commitment to environ-
mental and social responsibility, both internally and in its deal-
ings with the general public, and has established standards of
conduct regarding business activities, business operations, staff
and corporate social responsibility. Helaba has also translated
its responsibility to the environment and society into binding
requirements in its business strategy. Helaba’s risk assessment
and risk management processes thus incorporate the identifi-
cation and assessment of environmental risks and of issues from
a social and ethical perspective.

In lending operations, Helaba has defined mandatory Group-
wide sustainability criteria that have beenincorporated into the
risk strategies. These ensure that human and workers’ rights are
respected, cultural assets are preserved and the environment is
protected. Helaba will not knowingly finance projects that are
likely to cause severe environmental damage or breach interna-
tional social standards. For critical sectors of the economy, it has
developed specific lending criteria that rule out controversial
business practices in particular, and take into account sec-
tor-specific risk issues.

Helaba’s sustainability performance is regularly rated by sus-
tainability rating agencies. The ratings are a core componentin
the process of analysing and refining Helaba’s sustainability
profile. Helaba is constantly upgrading its range of sustainabil-
ity management tools with the aim of achieving continuous
improvement in these third-party ratings.

Employees

HR strategy

The basic principles of Helaba’s HR activities are derived from
its business strategy. These principles incorporate social,
economic and regulatory changes. The core tasks include, for
example, strategy-oriented and needs-based recruitment of
suitable employees, the provision of professional services,
attractive remuneration and ancillary benefits (such as occu-
pational pensions), and continuing professional develop-
ment (including the management of young talent and
employees with high potential). Helaba focuses particularly
on health management, the development of its corporate
culture and diversity management.

Various indicators, such as a low staff turnover rate, average
length of service and low absenteeism, confirm that employees
are satisfied and highly committed.

Remuneration principles

The business strategy and risk strategy specify the degree of
flexibility available to employees. This then also forms the
basis for the remuneration system. The Bank’s remuneration
strategy and remuneration principles set out the relationship
between business strategy, risk strategy and remuneration
strategy, taking account of the corporate culture. The remu-
neration strategy takes into account the attainment of targets
specified in operational planning when determining an over-
all budget for the Bank and allocating the budget for variable
remuneration at unit level, thereby ensuring that there is a
link between the remuneration strategy and divisional stra-
tegic objectives. For the corporate centre units, budgets are
allocated based on the results generated by the Bank as a
whole and the attainment of qualitative targets. This system
rules out the possibility of incentives for individual employ-
ees to enter into disproportionately high risks. The fixed sal-
aries are based on market requirements.

Human resources development

Despite a high level of cost-consciousness, Helaba continues
to make a significant investment in developing the skills and
qualifications of its employees. All employees can access a
needs-based range of internal seminars covering profes-
sional, personal, social and methodological development.
This is supplemented by third-party training and, if suitable,
opportunities in the form of work and study programmes or
courses leading to professional qualifications. In addition to
the management of professional development, HR develop-
ment services also include various aspects of performance
and change management. The life-stage modelintroduced in
2019 provides a framework for employees at different stages



in their professional careers and is intended to increase
Helaba’s appeal as an employerin the competition to attract
highly skilled personnel and talent.

Management of young talent and high-potential employees
Demographic change and ongoing digitalisation will have an
impact on Helaba’s competitiveness in the long term. The
recruitment, development and retention of young talent and
high-potential employees is therefore correspondingly im-
portant. Based on vocational training and general trainee
programmes, plus internships for students, Helaba offers
those at the start of their careers the opportunity to become
familiar with banking practice and acquire basic skills. To
reach the young target group, Helaba is also changing its
recruitment approach towards more direct, personal contact
with candidates and greater use of digital media. In addition,
Helaba is focusing internally on the development of existing
employees with high potential, to provide the individuals
concerned with the foundations for a career as a technical
specialist or executive manager. These individuals are pro-
vided with targeted development based on their strengths
and areas of learning; since 2019, they have been able to
receive systematic preparation for future tasks with increased
responsibility as part of the “Nauta” programme for high-
potential employees, which has been specially developed for
Helaba.

Health management

Helaba operates an occupational health management system
and a company sports programme, helping employees to
maintain their physical and mental well-being and nurturing
an awareness of the need for a healthy lifestyle. It also pro-
vides an employee assistance programme, which employees
have been able to access since 2019 to obtain help in connec-
tion with professional, family, health or other personalissues.

Corporate culture and diversity management

The objective of the “Helaba in Bewegung” corporate culture
transformation process launched in 2017 is to position
Helaba in the market on a long-term viable basis. This initia-
tive aims to move the corporate culture towards new
approaches in terms of ways of working, processes and forms
of collaboration. Helaba is currently setting out the frame-
work for future mobile, agile working in a programme with
the tagline “NewWork@Helaba”, which will be implemented
for half of the employees at Helaba Bank in 2020 when they
move into a new, state-of-the-art office building at the Offen-
bach site. Since 2019, the HOPS job-shadowing scheme has

also offered employees the opportunity to familiarise them-
selves with other units at the Bank and improve theirinternal
professional networking.

As part of the corporate culture, Helaba focuses, in addition,
on work-life balance and the implementation of measures in
the context of diversity management. Various initiatives took
place in 2019, including the launch of professional develop-
ment seminars and a mentoring programme specifically
designed for women.
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Macroeconomic and sector-specific conditions

in Germany

In 2019, the German economy expanded at a rate of 0.6 % after
adjusting for inflation, which was weaker than in the previous
year (1.5 %). Recession in the industrial sector had a negative
impact, although value creation rose in all other sectors. Growth
was driven exclusively by domestic demand, with foreign trade
acting as a drag. Consumer spending increased disproportion-
ately by 1.6 %. Collectively agreed pay rises and a higher level
of employment led to an increase in real incomes. Inflation was
low at 1.4 %, which meant that consumers had more money in
their pockets in real terms.

Because of the uncertainties surrounding trade policy, weak
industrial growth and problems in the automotive industry,
businesses only increased their investment in machinery and
vehicles by 0.4% in 2019. The expansion of residential con-
struction continued on the back of strong demand for residential
space (mainly in large cities), very low mortgage rates, the lack
of investment alternatives and investment in existing property.
Higher government spending on infrastructure also had a pos-
itive impact. In 2019, public-sector construction investment
rose by well over 5% in real terms, a rate higher than the 3.8 %
growth in construction activity overall.

The German banking sector continued to benefit from the pos-
itive (albeit slowing) economic trend in 2019. The requirement
for loss allowances still remained at a low level. At the same
time, the further fall in interest rates in the euro zone had an
adverse impact on the operating business. On top of this, insti-
tutional investors (insurance companies, pension funds) are
making inroads into the market in response to their own invest-
ment pressures and are becoming competitors of the banks.
Cut-throat competition continues to put pressure on margins.

More and more areas of economic activity are becoming digital-
ised, driven by continuous advances in information technology.
Online and mobile channels are presenting financial service
providers with new ways of offering products and of accessing
and exchanging data with customers.

In this way, online banks, high street banks and increasingly
non-bank web-based businesses (termed fintech companies or
fintechs) too have developed new communication and sales
channels in private customer business, in some cases in com-
petition and in other cases in co-operation with one another.

To an ever greater extent, attention is now focusing on business
with corporate clients, real estate customers and institutional
investors as well. Derivative platforms enable currency hedges
to be effected using standardised processes, lending portals
arrange funding for small corporate customers through banks
or directly through institutional investors and banks analyse
their customer data in search of more effective ways of offering
products. Around the globe, blockchain technology is being re-
fined to find new, faster and more cost-effective methods of
exchanging data; besides the handling of promissory note
loans, foreign trade finance has also become afocus of attention.

On 31 January 2020, the United Kingdom (UK) left the EU. The
withdrawal act provides for an eleven-month transition period
(i.e. until the end of 2020) during which time the relationship
between the EU and the UK will remain largely unchanged and
the UK will remain a member of the EU single market and cus-
toms union. In anticipation of the UK’s exit from the EU, the Bank
has analysed all key scenarios and possible implications and has
also submitted to the British supervisory authorities an appli-
cation to establish a third-country branch for the Helaba branch
in London. Overall, Helaba is therefore well prepared for the UK’s
withdrawal from the EU, even if this occurs without a deal be-
tween the UK and the other EU member states.

Key developments in the regulatory framework were as follows:

= Prudential supervision by the ECB (Single Supervisory
Mechanism, SSM)
The Helaba Group (within the meaning of the KWG and the
CRR), together with its affiliated subsidiaries Frankfurter
Sparkasse and Frankfurter Bankgesellschaft (Deutschland)
AG, is among the banks classified as “significant” and there-
fore subject to direct supervision by the ECB. The ECB sent
the Helaba Group a letter dated 10 December 2019 notifying
it of the findings of the Supervisory Review and Evaluation
Process (SREP). The ECB has specified that the minimum
Common Equity Tier 1 (CET1) capital ratio to be maintained
by the Helaba Group in 2020 is initially 9.85 %. This require-
ment comprises the Pillar 1 minimum capital requirement,
the Pillar 2 capital requirement and the capital buffers. At the
end of June 2019 and in accordance with the recommenda-
tion of the Financial Stability Committee, the German Federal
Financial Supervisory Authority (BaFin) set the ratio for the
domestic countercyclical capital buffer at 0.25 %, effective
1 July 2019. This ratio must therefore be applied from 1 July
2020 to calculate the bank-specific countercyclical capital
buffer. As a result, the latest minimum required CET1 capital
ratio in the Helaba Group has risen to 10.0 %.



= EU banking package (CRR II, CRD V, BRRD Il and SRMR I1)

The final legal texts for the EU’s package of banking reforms
were published in the Official Journal of the European Union
on 7 June 2019. CRR Il must be applied from 28 June 2021,
and SRMR Il (Single Resolution Mechanism Regulation I1)
from 28 December 2020. Compliance with a small number of
the provisions in CRR Il is required at an earlier point. CRD V
and BRRD Il (Bank Recovery and Resolution Directive I1) must
be transposed into national law by 28 December 2020.

Key changes introduced by the CRR I1/CRD V package relate
tointerest rate riskin the banking book, large exposures, the
Fundamental Review of the Trading Book (FRTB), the stan-
dardised approach for counterparty credit risk (SA-CCR), the
leverage ratio, the NSFR, credit valuation adjustment (CVA)
risk and the eligibility criteria for capital instruments and fund
investments. The minimum requirement for own funds and
eligible liabilities (MREL) to absorb losses set outin BRRD I
has been revised in CRR Il in terms of the eligibility criteria
and reference basis for the MREL ratio. In addition to harmon-
ising the MREL and total loss-absorbing capacity (TLAC),
BRRD Il lays down new rules on creditor protection, morato-
rium powers and distribution restrictions in the event of fail-
ure to comply with the MREL.

The EU banking package provides the European Banking
Authority (EBA) with a large number of new mandates to cre-
ate regulatory standards, guidelines and reports. Helaba will
closely monitor EBA activities and take any implications into
account in the management of its banking business.

= Stress tests

In the first half of 2019, Helaba underwent the ECB’s sensi-
tivity analysis of liquidity risk (LiST), which tests whether a
bank has the ability to handle critical liquidity situations. This
stress test is in addition to the two-yearly stress test cycle
specified by the European Banking Authority (EBA), the next
testin the cycle being planned for 2020. The liquidity stress
test at Helaba calculated the impact from idiosyncratic shocks
on cash inflows and cash outflows as well as on the liquidity
position in different scenarios. Helaba was able to supply all
the data required by the banking supervisorin an appropriate
format and in a timely manner. The results were fed into this
year’s SREP decision.

= BaFin guidance notice on dealing with sustainability risks

On 20 December 2019, BaFin published the final version of
its guidance notice on dealing with sustainability risks. In this
guidance notice, BaFin sets out the principles of good prac-
tice in relation to sustainability risks that it expects banks,
insurance companies and asset management companies to
incorporate into their activities. Helaba is analysing the need
foraction arising from this BaFin guidance notice and is hold-
ing discussions with other member institutions of banking
associations about issues relating to the interpretation and
implementation of the guidance.

Business performance

Key factors influencing Helaba’s business performance and re-
sults of operations in financial year 2019 were weak economic
growth in Germany, which was 0.6 %, and the persistently low
and negative levels of interest rates.

The volume of new medium- and long-term business in the
group (excluding the WIBank development business, which
does not form part of the competitive market) went up year on
yearto€21.5bn (2018:€19.0bn). Maturities and special repay-
ments were more than offset. Loans and advances to customers
(financial assets measured at amortised cost) rose to €113.7 bn,
which was also attributable to the inclusion of KOFIBA-
Kommunalfinanzierungsbank (KOFIBA) (31 December 2018:
€95.5bn). Added to these were loans and advances to Sparkas-
sen (financial assets measured at amortised cost) in the amount
of €5.7 bn (31 December 2018: € 6.4 bn). The focus on lending
in core business areas and to the Sparkassen as S-Group part-
ners is in line with the customer-centric orientation of Helaba’s
business model.

The market environment for funding business for financial insti-
tutions turned out to be very mixed in 2019. Promising market
phases for financial institutions alternated with phases of in-
creased market volatility due to macro-economic and geopolit-
ical events. Over the course of the year, the flagging economic
momentum led to further significant falls in interest rates in the
euro zone, caused by the loose monetary policy maintained by
the central banks. The general level of interest rates in the euro
zone hit new historic lows during the year. Nevertheless, in
2019, Helaba was able to obtain medium- and long-term fund-
ing at favourable rates from institutional and private investors.
Asin previous years, the Bank continued to benefit in this regard
from its strategic and well-diversified business model and from
its stable business and earnings performance.
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Against the backdrop of a significantly higher funding require-
ment compared with the previous year overall, Helaba raised
medium- and long-term funding of around € 18.0 bn in 2019
(2018:€13.1bn), with unsecured funding amounting to approx-
imately € 11.3 bn (2018: €8.7 bn). Despite persistently low in-
terest rates, sales of retail issues placed through the Sparkasse
network were noticeably higher than in the previous year at
around €2.6bn (2018: €2.4 bn). Pfandbriefissues amounted to
€6.7bnin total (2018: €4.4bn), with public Pfandbriefe account-
ing for approximately 65 % and mortgage Pfandbriefe around
35 % of this total. For example, it was once again possible to
place US dollar mortgage Pfandbriefe. As in previous years, the
customer deposits in the retail business within the Group, in
particular through the subsidiary Frankfurter Sparkasse, brought
further diversification to the funding base. In addition, new
medium- and long-term funding at WIBank amounted to just
under €1.7 bn.

The cost-income ratio was 71.1 % as at 31 December 2019
(31 December 2018: 78.5 %) and was therefore marginally
higher than the target range (2019 target: <70 %). Return on
equity rose to 6.3 % (31 December 2018: 5.4 %) and was there-
fore within the target range of 5 to 7 %.

Phased in, i.e. taking into account the CRR | transitional ar-
rangements, as at 31 December 2019 the Helaba Group’s CET1
capital ratio was 14.2 % and its total capital ratio 19.0 %. There
were no longer any differences between these figures and the
equivalent CET1 capital ratio and total capital ratio on a fully
loaded basis, i.e. with all CRR | requirements applied. Helaba
therefore has a comfortable capital position and satisfies all
the regulatory requirements that have currently been pub-
lished.

CRD IV provides for a transitional phase until the end of 2021
for capital instruments that are currently recognised as regula-
tory Tier 1 capital, but will not meet the future requirements for
such capital. At Helaba, this affects silent participations with a
nominal amount of €518 m.

As at 31 December 2019, the Helaba Group’s leverage ratio was
4.5 % taking into account the transitional provisions set out in
the delegated act, or 4.3 % fully loaded, and therefore above the
specified minimum ratio of 3.0 %.

The liquidity coverage ratio (LCR) for the Helaba Group was
225% as at 31 December 2019.

The NPL ratio for the Helaba Group (in accordance with EBA risk
indicator code AQT 3.2) was 0.44 % as at 31 December 2019.
Asin the previous year, therefore, Helaba was below the German
average published in the EBA Risk Dashboard, which at 1.3 %
(as at 30 June 2019) was already very low by European
standards.

As at 31 December 2018, the value of the Helaba Group’s port-
folio eligible for MREL purposes amounted to approximately
€36.8bn. This equated to an MREL ratio of 67.8 % in relation to
RWAs and 24.4 % in relation to TLOF. The portfolio was there-
fore well in excess of the MREL of 8.46 % of TLOF set by the
competent resolution authority.

On 14 December 2018, Helaba entered into a purchase agree-
ment with Dexia Crédit Local (Dexia) for all of the shares in Dexia
Kommunalbank Deutschland (DKD) for a purchase price of
€352 m. Following receipt of all the regulatory consents, the sale
was completed at the beginning of May as scheduled. After the
completion, DKD was initially renamed KOFIBA-Kommunal-
finanzierungsbank GmbH. This was a temporary measure before
the legal integration of the entity into Helaba could be com-
pleted in September 2019 by way of a merger. At that point, a
process was initiated to migrate all the assets and liabilities to
Helaba’s IT system landscape. The entire migration was com-
pleted in December 2019.

Also in December 2018, Helaba agreed to take over a customer
credit portfolio and relevant staff from DVB Bank SE (DVB). The
portfolio consisted of land transport finance with a value of more
than €1 bn. The deal was completed in May 2019 as planned
when all the regulatory approvals had been received. As a
consequence of this deal, Helaba’s land transport portfolio
expanded to a total volume of almost €2 bn.

In December 2019, sustainability rating agency ISS ESG
(formerly 1SSoekom) confirmed the prime status of Helaba’s
corporate rating at a rating of C (on a scale from D—to A+).
Helaba'’s rating from sustainability rating agency imug improved
from B to BB. Helaba has thereby consolidated its competitive
position from the perspective of sustainability and is continually
and consistently improving its sustainability profile.
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Since December 2019, Helaba Digital GmbH & Co. KG (an equity
investment entity operated by Helaba) has held an equity in-
vestmentin Arabesque S-Ray GmbH (“S-Ray”), a leading global
provider of sustainability ratings headquartered in Frankfurt.
S-Ray combines big data with tools based on artificial intelli-
gence to assess the sustainability of more than 7,000 busi-
nesses around the globe. The stated common development
objective is to help this company make new services ready for
the market.

Helaba reviews its business model on a regular basis and
continues to refine it. In this context, the Bank has drawn up a
strategic agenda focusing on growth, long-term performance,
responsible conduct and enhanced efficiency. The project
“Scope — Growth through Efficiency”, which was launched at the
end of April, analyses the potential for growth and efficiency,
adding a fourth dimension to the strategic agenda comprising
greaterfocus in the business model, state-of-the-art infrastruc-
ture and digitalisation, and responsibility and values.
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Changes to basis of consolidation

The inclusion of KOFIBA-Kommunalfinanzierungsbank GmbH
(KOFIBA) in the basis of consolidation from 1 May 2019 had an
impact on the financial position and financial performance of
the Helaba Group. The total assets taken over from the former
DKD amounted to approximately € 26 bn. This takeover means
that the comparability of figures with the prior year is limited.
For this reason, the main changes caused by the KOFIBA acqui-
sition are highlighted separately. The other changes to the basis
of consolidation in 2019 did not have any material impact on
financial position or financial performance.

Financial performance of the Group

2019 2018 Change
in€m in€m in€m in %

Net interestincome 1,191 1,072 119 11.1
Loss allowances -86 45 -131 >-100.0
Net interest income after loss allowances 1,105 1,117 -12 -1.1
Dividend income 18 36 -18 -50.0
Net fee and commission income 395 349 46 13.2
Gains or losses on measurement at fair value 143 45 98 >100.0

Net trading income 80 32 48 >100.0

Net income from hedge accounting and other financial instruments

measured at fair value (not held for trading) 63 13 50 >100.0
Gains or losses on derecognition of financial instruments not
measured at fair value through profit or loss 8 6 2 333
Share of profit or loss of equity-accounted entities 24 13 11 84.6
Other net operating income 361 328 33 10.1
General and administrative expenses, including depreciation and
amortisation -1,521 -1,451 -70 -4.8
Profit before taxes 533 443 90 20.3
Taxes on income -53 -165 112 67.9
Consolidated net profit 480 278 202 72.7
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Helaba generated profit before taxes of €533 min 2019, which
was 20.3 % higher than the corresponding prior-year figure of
€443 m. The significantrise in both netinterestincome and net
fee and commission income reflected the successful initiation
of the transformation process, on the basis of which the Bank is
safeqguarding its future viability by adapting to the new market
requirements. Although loss allowances increased year on year,
they remain disproportionately low. Operating net trading in-
come from customer-driven capital market operations also con-
tributed to the rise in profit before taxes. Other net operating
income was substantially impacted by two countervailing one-
off items. One of these items was the recognition in income of a
negative goodwill amount arising from the acquisition of the
former DKD. The other item was the recognition of a restructur-
ing provision as a result of the “Scope” efficiency programme,
which had an adverse impact on other net operating income.
The changes in the individual items in the income statement
were as described below.

Net interest income amounted to € 1,191 m, a year-on-year
increase of 11.1% (2018: € 1,072 m). The main contributing
factors to the growth in the operating lending business were
expanded portfolios. Income from early redemption fees and
Treasury activities also rose very significantly. On the other
hand, the increase in negative deposit interest adversely
impacted net interest income.

The allowance forlosses onloans and advances amounted to an
expense of € 86 m (2018: net reversal (i.e. income) of € 45 m).
The breakdown of this net addition to loss allowances by stage
in accordance with IFRS 9 (including the provisions forloan com-
mitments and financial guarantees) was as follows: stage 1, net
reversal of € 15 m; stage 2, net addition of € 78 m; stage 3, net
addition of €30 m. The balance of direct write-offs and recover-
ies on loans and advances previously written off amounted to
netincome of €7 m.

Net fee and commission income rose by € 46 m to € 395 m.
Net fee and commission income is mostly generated by Helaba,
Frankfurter Sparkasse and Helaba Invest. In particular, fees and
commissions from lending and guarantee business and from
Helaba Invest’s asset management activities were on an upward
trajectory. Fees and commissions from the payment trans-
actions business and the securities and securities deposit busi-
ness at Helaba also went up.

The net gain under gains orlosses on measurement at fair value
climbed from €45 min the prioryearto €143 min the reporting
year. Operating net trading income from customer-driven capi-
tal market operations was substantially higher than in the prior
year and also exceeded forecasts. The main factor behind this
change was better performance from the trading of securities in
the secondary market as a result of narrower credit spreads.
Income from customers also increased in all other product seg-
ments. In the primary market, Helaba was able to expand on its
position significantly compared with the previous year. Afallin
long-term interest rates had a negative effect compared with the
prior year. This fall led to significant measurement markdowns
on derivatives and adversely impacted both net trading income
and the measurement gains or losses on banking book deriva-
tives used to manage interest rates.

Gains or losses on derecognition of financial instruments not
measured at fair value through profit or loss rose from a net gain
of €6 m to a net gain of € 8 m. The share of profit or loss from
associates and joint ventures accounted for using the equity
method amounted to income of €24 m (2018:income of €13 m).

Other net operating income rose from € 328 m to € 361 m.
Key components of this item were countervailing one-off items.
Firstly, the initial consolidation of KOFIBA gave rise to income
of €125 m. This comprised the recognition of negative goodwill
amounting to €163 m, a loss from the elimination of intercom-
pany balances of € 29 m, which arose because contractual rela-
tionships between Helaba and KOFIBA in existence before the
acquisition had to be eliminated, and a restructuring provision
for human resources changes amounting to €9 m. Secondly, the
recognition of a restructuring provision for the “Scope” effi-
ciency programme amounting to €71 m had an adverse impact
on other net operating income. The recognition of an impair-
mentloss of €25 min respect of land reported underinventories
(to reflect the asset’s net realisable value) also had a negative
effect. Most of the €214 m (2018: €198 m) of net income from
investment property, which is also reported under other net
operating income, came from the GWH Group. This figure com-
prises the balance of rental income, the net gains or losses on
disposals and operating costs.

25



26

Group Management Report

General and administrative expenses rose by € 70 m to
€1,521 m. These expenses comprised personnel expenses of
€683 m (2018: € 655 m), other administrative expenses of
€711 m (2018: €719 m) as well as depreciation and amortisa-
tion charges of €127 m (2018: €77 m). The increase in personnel
expenses was caused both by collective pay increases in Novem-
ber 2018 and September 2019 and by the greater number of
employees. The Group employed an average of 6,243 people in
the year under review (2018: 6,127). Other administrative
expenses and depreciation and amortisation charges were
significantly impacted by the first-time application of IFRS 16
Leasing. As a consequence of the initial application of this stan-
dard, lease expenses previously reported under other adminis-
trative expenses were replaced in the reporting period by de-
preciation charges. Of the increase in depreciation and
amortisation charges, € 42 m was attributable to the initial ap-
plication of IFRS 16. In contrast, the contributions to the Euro-
pean bank levy in the amount of €42 m (2018: € 40 m) and ex-
penses for the Association overhead allocation and the reserve
funds in the amount of € 65 m (2018: € 52 m) increased other
administrative expenses. The increase was primarily attribut-
able to support measures for NORD/LB. IT expenses, which are
included in other administrative expenses, also went up year on
year by a modest amount.

The general and administrative expenses were covered by the
total operatingincome of €2,140m (2018: €1,849 m), producing
a cost-income ratio of 71.1 % (2018: 78.5 %). Helaba’s return on
equity before taxes rose from 5.4 % to 6.3 %. The return on as-
sets pursuant to article 90 of Capital Requirements Directive IV
(CRD IV) was 0.3% (2018: 0.2 %).

The income tax expense amounted to € 53 m (2018: € 165 m).
It was mainly accounted for by a tax expense of € 16 m at Helaba
in Germany (2018: tax expense of €59 m), tax income of €30 m
at Frankfurter Sparkasse (2018: tax expense of € 34 m), a tax
expense of €25 m at the branch in New York (2018: tax expense
of €226 m) and a tax expense of € 8 m at the London branch
(2018: tax expense of €8 m), plus a tax expense of €27 m at GWH
(2018: tax expense of €25 m). Some of the income tax expense
was offset by tax income of € 6 m in respect of current taxes.
Deferred tax expenses of €59 m arose in relation to temporary
differences. As a result of tax-exempt income, largely arising
from the merger of KOFIBA, prior-year tax refunds and offset-
ting amounts related to non-deductible operating expenses, the
tax rate amounted to 10.0 % (2018: 37.2 %).

A-
Financial Position and Financial Performance

The consolidated net profit, i.e. the profit after tax, rose by
72.7 % to € 480 m. Of the consolidated net profit, a profit of
€2 m (2018: profit of €2 m) was attributable to non-controlling
interests, with the result that the profit attributable to the
shareholders of the parent company amounted to € 478 m
(2018: €276 m). From the latter, € 28 m has been earmarked to
service the capital contributions of the Federal State of Hesse
that are reported under equity, and €62 m has been earmarked
for distribution to shareholders. The servicing of the AT1 bonds,
which is also reported as an appropriation of profit, amounted
to€14m (2018: €0m).

Comprehensive income for financial year 2019 rose from €200 m
to €352 m. This figure includes other comprehensive income in
addition to the consolidated net profit as reported in the income
statement. Other comprehensive income amounted to a loss of
€128 m (2018: loss of € 78 m). This figure was subject to a very
significant negative impact from the remeasurement of the net
liability under defined benefit plans caused by the decrease in
the discount rate. This resulted in a decline in comprehensive
income before tax of €293 m (2018: increase of € 10 m). A dis-
count rate of 1.25% (31 December 2018: 2.0 %) was used to
determine pension provisions for the main pension obligations
in Germany. Debt instruments measured at fair value through
other comprehensive income accounted for a net gain of €62 m
before taxes within comprehensive income (2018: net loss of
€89 m). At the same time, there was also a positive impact from
net remeasurement gains on financial liabilities measured vol-
untarily at fair value amounting to € 64 m before taxes (2018:
netloss of €11 m).
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Assets
31.12.2019 31.12.2018 Change
in€m in€m in€m in %
Cash on hand and demand deposit balances with
central banks and banks 14,555 7,342 7,213 98.2
Financial assets measured at amortised cost 130,326 106,755 23,571 22.1
Bonds - 4 -4 -100.0
Loans and advances to banks 16,649 11,222 5,427 48.4
Loans and advances to customers 113,677 95,529 18,148 19.0
Trading assets 19,304 16,989 2,315 13.6
Financial assets measured at fair value (not held for trading) 37,316 27,390 9,926 36.2
Investment property 2,509 2,420 89 3.7
Income tax assets 719 593 126 21.2
Other assets 2,299 1,479 820 55.4
Total assets 207,028 162,968 44,060 27.0
Equity and liabilities
31.12.2019 31.12.2018 Change
in€m in€m in€m in %
Financial liabilities measured at amortised cost 155,364 125,222 30,142 24.1
Deposits and loans from banks 35,560 32,144 3,416 10.6
Deposits and loans from customers 59,830 47,396 12,434 26.2
Securitised liabilities 59,715 45,455 14,260 31.4
Other financial liabilities 259 227 32 14.1
Trading liabilities 18,473 12,763 5,710 44.7
Financial liabilities measured at fair value (not held for trading) 21,465 13,761 7,704 56.0
Provisions 2,465 2,087 378 18.1
Income tax liabilities 153 157 -4 -2.5
Other liabilities 398 516 -118 -22.9
Equity 8,710 8,462 248 2.9
Total equity and liabilities 207,028 162,968 44,060 27.0
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Helaba'’s consolidated total assets swelled by €44.1 bn (27.0 %)
to €207.0bnin financial year 2019. The increase in total assets
resulted primarily from the assets taken over from KOFIBA
amounting to approximately € 26.0 bn and the measurement-
related accumulation of financial assets measured at fair value.
Total business volume, which includes off-balance sheet liabil-
ities in banking business and fiduciary activities as well as as-
sets, increased by 22.3 % to € 245.7 bn (31 December 2018:
€200.9bn).

Cash on hand and demand deposit balances with central banks
and banks rose by 98.2% to € 14.6 bn (31 December 2018:
€7.3 bn). This increase was attributable to a rise in the volume
of demand deposits, which are mainly held with Deutsche
Bundesbank.

The financial assets measured at amortised cost, which are
reported at their net carrying amounts, rose by € 23.6 bn to
€130.3 bn. In particular, the loans to and receivables from cus-
tomers included in this amount went up by €18.1 bn to
€114.0 bn. KOFIBA accounted for € 11.7 bn of this increase. Of
the loans and advances to customers, commercial real estate
loans accounted for€32.9bn (31 December2018:€32.2bn) and
infrastructure loans for €28.7bn (31 December2018: €18.6 bn).
Of the loans and advances to banks amounting to € 16.7 bn
(31 December 2018: €11.2 bn), which are financial assets mea-
sured at amortised cost, €5.3 bn (31 December 2018: €5.8 bn)
was attributable to the Sparkassen in Hesse, Thuringia, North
Rhine-Westphalia and Brandenburg.

The cumulative loss allowances recognised in respect of finan-
cial assets measured at amortised cost amounted to € 286 m
(31 December 2018: €299 m).

Trading assets recognised at fair value amounted to € 19.3 bn at
the reporting date (31 December 2018: € 17.0 bn). While the
portfolio of bonds and other fixed-income securities declined
by € 0.6 bn to € 6.0 bn, the positive fair values of derivatives
climbed by €3.4bnto €12.3 bn.

Of the financial assets measured at fair value (not held for trad-
ing) amounting to €37.3 bn (31 December 2018: €27.4 bn), as-
sets of €23.1bn (31 December 2018:€22.0 bn) were accounted
for by bonds and other fixed-income securities measured
through other comprehensive income. Non-trading derivatives
alsoincreased by €4.3bn to €7.0 bn, meaning that the positive
fair values of all derivatives rose by €7.7 bn overall to €19.3 bn.
KOFIBA accounted for €9.6 bn of the increase in financial assets
measured at fair value (not held for trading).

A-
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Financial liabilities measured at amortised cost amounted to
€155.4 bn (31 December 2018: € 125.2 bn). Some of this in-
crease was attributable to securitised liabilities, which went up
by € 14.3 bn to €59.7 bn, caused by an increase of €9.2 bn in
money market instruments to €13.3 bn and arise of €2.6 bnin
public Pfandbriefe to €13.3 bn. Another factor in the increase
was the very significant rise of € 12.4 bn in deposits and loans
from customers to € 59.8 bn. Of the deposits and loans from
banks amounting to € 35.6 bn (31 December 2018: €32.1 bn),
€6.7bn (31 December 2018: €7.4bn) was attributable to liabil-
ities to Sparkassenin Hesse, Thuringia, North Rhine-Westphalia
and Brandenburg. KOFIBA accounted for € 13.7 bn of the in-
crease in financial liabilities measured at amortised cost.

Trading liabilities recognised at fair value rose by € 5.7 bn to
€18.5 bn. Within this item, deposits and loans rose by € 2.8 bn
to € 7.1 bn and negative fair values of derivatives went up by
€2.7bnto€10.2 bn.

Financial liabilities measured at fair value (not held for trading)
amounted to €21.5 bn as at the reporting date (31 December
2018: € 13.8 bn). This figure included non-trading derivatives
amounting to €8.7 bn (31 December 2018: € 2.3 bn), meaning
that the total negative fair values of all derivatives rose by
€9.1bnto €18.9bn.

Equity

The Helaba Group’s equity amounted to €8.7 bn as at 31 Decem-
ber2019 (31 December2018: €8.5bn). The increase was mainly
attributable to the comprehensive income of €352 m (31 De-
cember 2018: € 200 m). Accumulated OCI for the Group
amounted to a loss of €488 m (31 December 2018: cumulative
net loss of € 360 m). Within this figure, a cumulative loss of
€616 m (31 December 2018: cumulative loss of € 444 m) is re-
lated to items that will not be reclassified to profit or loss in fu-
ture periods (i.e. they will not be recycled). This figure includes
a cumulative loss of € 646 m (31 December 2018: cumulative
loss of €440 m) related to remeasurements in connection with
pension obligations. The change was mainly attributable to a
decrease in the discount rate to 1.25% (31 December 2018:
2.0%). The balance of the accumulated OCI amounting to cu-
mulative netincome of €128 m (31 December 2018: cumulative
netincome of €83 m) is related to items that will be reclassified
to profit orloss in future periods. One of the factors contributing
to the increase was the cumulative gains and losses on debt
instruments measured at fair value through other comprehen-
sive income amounting to a gain of €140m (31 December 2018:
€94 m). In contrast, equity was negatively impacted by a loss of
€32m (31 December 2018:1loss of €29 m) arising from the cross
currency basis spread in the measurement of derivatives, which
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must be recognised in accumulated OCI in accordance with
IFRS 9. Exchange rate factors resulted in anincrease of €3 min
the currency translation reserve for foreign operations to €38 m.
An amount of €90 m was distributed to the owners from consol-
idated net profit for 2018 based on their shareholdings and
capital contributions. An amount of € 14 m was paid in December
2019 to service the AT1 bonds.

Please refer to Note (35) in the Notes for information on the
regulatory capital ratios.

Financial performance by segment
The contributions of the individual segments to the profit before
taxes of €533 min 2019 (2018: €443 m) were as follows:

in€m

2019 2018

Real Estate 257 242
Corporates & Markets 61 119
Retail & Asset Management 188 205
WIBank 27 19
Other -25 -117
Consolidation/reconciliation 25 -25
Group 533 443

Real Estate segment

The Real Estate Lending business line is reported in the Real
Estate segment. In this segment, products related to financing
major commercial projects and existing properties are Helaba’s
particular speciality.

In 2019, the volume of new medium- and long-term business in
real estate lending increased by approximately 2 % year on year
to €10bn. Margins on new business were nearly constant com-
pared with the previous year. Average business volume rose
slightlyin 2019.

Net interest income went up by around 5% year on year to
€404 m. Loss allowances amounted to a net reversal of €13 m,
an improvement on the net addition of € 14 m in the previous
year, which was already very low. Net fee and commission in-
come came to € 19 m and was thus significantly higher than in
the previous year (€17 m).

Other net operating income in 2019 reflected an impairment
loss of €25 m recognised in respect of a property held for sale.

The rise in general and administrative expenses of around 5 %
resulted primarily from scheduled increases in internal cost al-
locations.

Profit before taxes for the segment amounted to €257 m, which
equated to anincrease of approximately 6 % compared with the
figure for 2018 (€ 242 m).

Corporates & Markets segment

The Corporates & Markets segment offers products aimed at
companies, institutional clients, public sector and municipal
clients.

In Corporate Finance, the volume of new medium- and long-term
business with corporate clients was up by around 34 % on the
previous year to €8.2 bn. In the municipal lending business, new
business amounted to €0.7 bn, a much more modest figure than
in the previous year. The volume of new business in Sparkasse
lending amounted to € 0.6 bn, likewise markedly below the
prior-year figure.

Net interest income from lending business went up, primarily
as a result of the higher volume of business, whereas interest
income from capital market operations and cash management
contracted. Overall, the segment generated netinterestincome
of €354 m, around 8 % down on the previous year.
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Loss allowances amounted to a net addition of € 68 m (2018:
€0 m), which was accounted for predominantly by additions to
stage 2 under the staged impairment model specified by IFRS 9.

Net fee and commission income came to €151 m and was thus
very significantly higher than in the previous year (€117 m). This
increase was derived from the lending business, capital market
operations and cash management. The net gain under gains or
losses on measurement at fair value, which was derived primar-
ily from capital market operations, climbed from €47 m in the
prior year to €88 min the reporting year.

The rise in general and administrative expenses of around 7 %
resulted mainly from planned increases in internal cost alloca-
tions and project costs.

Profit before taxes in the segment, which amounted to € 61 m,
was adversely impacted by valuation markdowns on derivatives
and was therefore well below the equivalent figure in 2018
(€119m). Ariseinloss allowances also contributed to this trend.

Retail & Asset Management segment

The Retail & Asset Management segment offers retail banking,
private banking and asset management products through the
subsidiaries Frankfurter Sparkasse, Frankfurter Bankgesellschaft
and Helaba Invest as well as through Landesbausparkasse
Hessen-Thuringen. The Settlement/Custody Services business
complements the traditional asset management value chain by
providing a custodian bank function. The Real Estate Manage-
ment business, including the real estate subsidiaries of the GWH
Group and Helicon KG, also forms part of this segment.

Net interest income in the segment amounted to € 236 m, well
below the previous year’s figure. The contraction was largely
attributable to the retail business at Frankfurter Sparkasse. Loss
allowances in the segment amounted to a net addition of €3 m
and thus remained at a very low level (2018: net addition of
€4m).

The segment’s net fee and commission income saw a notable
year-on-year rise to €196 m. FBG, Helaba Invest and Frankfurter
Sparkasse all contributed to this increase.

Gains or losses on measurement at fair value of special funds,
which are predominantly related to activities at Frankfurter
Sparkasse, improved very substantially from a net loss of €6 m
in the prior year to a net gain of € 22 m in the reporting year.
Other net operating income remained at the prior-year level.
The absence of a one-off item that had been recognised the pre-
vious year was offset by higherincome at GWH.

A-
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The rise of around 4 % in general and administrative expenses
for the whole of the segment resulted primarily from business
initiatives at GWH, Helaba Invest, FBG and Frankfurter Spar-
kasse.

Profit before taxes for the segment came to € 188 m, which was
noticeably below the corresponding figure for the previous year
(€205 m).

WIBank segment

Helaba performs public development functions for the State of
Hesse through Wirtschafts- und Infrastrukturbank Hessen
(WIBank).

Thanks to one-off items and an increase in business volume, net
interestincome was higheryearonyearat€60m (2018: €51 m).
Net fee and commission income is determined by the service
business and remained unchanged compared with the previous
yearat€40m.

General and administrative expenses came to € 74 m. The in-
crease on the previous year’s expense (€ 72 m) was mainly down
to collectively agreed pay rises and higher IT costs.

Profit before taxes for the segment amounted to € 27 m, which
equated to a very substantial increase compared with 2018 (€
19m).

Other segment

The Other segment contains the contributions to income and
expenses that cannot be attributed to the operating segments.
These items include the netincome from centrally consolidated
equity investments, such as the OFB Group, as well as the costs
of the central units that cannot be allocated to the individual
segments in line with the user-pays principle. The net income
or expense from Treasury activities in the Asset/Liability Man-
agement business, from central own funds investing activities
and from the centrally held liquidity securities are also rec-
ognised under this segment.

Despite the adverse effects of investment of own funds in special
funds, the segment’s net interestincome increased year on year
from €31 m to €131 m thanks to higher treasury contributions.

In 2019, loss allowances in this segment included the recogni-
tion of portfolio loan loss allowances in an amount of € 28 m for
risks that could not yet be allocated to specific individual expo-
sures. In the previous year, this item had included reversals of
loss allowances.
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The net gain under gains or losses on measurement at fair value
improved by a very significant amount year on year from €5 m
to €33 min the reporting year.

Other net operatingincome in the segmentimprovedto €117 m
(2018: €71 m). The netincome is mainly generated by the proj-
ect business at the subsidiary OFB and increased appreciably in
2019 compared with the previous year. The consolidation of
KOFIBA contributed € 126 m to the very substantial increase in
other net operating income for the whole of the segment. Some
of this figure was offset by provisions of € 71 m for anticipated
restructuring arising from the “Scope” project.

The segment generated a loss before tax of €25 m (2018: loss
of €117 m).

Consolidation/Reconciliation

Effects arising from consolidation and intragroup adjustments
between the segments are reported under consolidation/rec-
onciliation. Effects that arise from the reconciliation between
the segment figures and the consolidated income statement, in
particular in relation to net interest income, are also reported
under consolidation/reconciliation.

The profit before taxes under consolidation/reconciliation
amounted to €25m (2018: loss of €25 m).

Comparison with prior-year forecasts

The following table shows a comparison between the actual val-
ues achieved in the year under review for the key performance
indicators used by Helaba and the original forecasts:

2018 forecast for 2019 2019 actual
Net interest income Up by approx. 5% year on year +11.1%
Loss allowances Expense of €120 m Expense of €86 m
Net fee and commission income Up by approx. 9 % year on year +132%
Net trading income Significant increase >100%
Other net operating income €275m €361lm
General and administrative expenses
(including depreciation and amortisation) Unchanged on previous year +4.8%
Profit before taxes €444 m €533m
Cost-income ratio Approximately 72 % 71.1%
Total assets Slightly above prior-year figure +27.0%
Return on equity 5.4% 6.3%
Common Equity Tier 1 (CET1) capital ratio 13.5% 14.2%
Leverage ratio 4.8% 4.5%
Liquidity coverage ratio (LCR) Approximately 125 % 225%
Net stable funding ratio (NSFR) Approximately 100 % 97 %
Volume of new medium- and long-term business (excl. WIBank) €20.4bn €21.5bn
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The purchase agreement entered into with Dexia at the end of
2018 for all of the shares in DKD was implemented in 2019 with
the merger of KOFIBA. As the implications from the transaction
were not included in the planning for 2019, the transaction has
led to variances between actual performance and forecast, the
details of which are noted separately below.

The anticipated increase in netinterestincome turned out to be
higher than projected even though interest rates remained low.
The contributing factors were lending portfolios in excess of
budget, higherincome from early repayments and from treasury
activities, together with unplanned interest income from the
KOFIBA deal.

Actual net fee and commission income was higher than the ex-
pected increase as a result of brisk new lending business and
the growth in the transaction banking business.

Other net operating income reflected the negative impact from
the unscheduled recognition of a restructuring provision in con-
nection with the “Scope” efficiency programme. However, this
effect was more than offset by the positive impact from the con-
solidation of KOFIBA, which was also unplanned.

A-
Financial Position and Financial Performance

General and administrative expenses were above the forecast
level because of the unbudgeted support measures for
NORD/LB, higher banking supervisory costs, and non-recurring
project costs. The unplanned integration of KOFIBA also gave
rise to additional costs.

As a consequence of the KOFIBA deal, which was not included
in the planning, and the higher-than-budgeted growth, the in-
crease in total assets was well in excess of forecasts, with the
result that the leverage ratio was also below the projected
figure.

Helaba made good use of the favourable funding environment
in 2019 to obtain funding on capital markets, leading to an in-
crease in the LCR that exceeded the forecast. Temporary effects
at the year-end, resulting from unused liquidity reserves among
other things, were also a contributing factor.

The main contributor to the volume of new medium- and long-
term business well in excess of the budget was the high volume
of new business in the fourth quarter.
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Risk Report

The Board of Managing Directors is responsible for all of the
risks to which the Helaba Group is exposed and for defining a
risk strategy consistent with the business strategy. Drafted in
accordance with the requirements imposed by the law, the
Charter and the banking regulatory authorities and with the
Rules of Procedure for the Board of Managing Directors, the risk
strategy lays down the principal elements of the approach ad-
opted to dealing with risk, the objectives of risk containment
and the measures employed to achieve these objectives within
the Helaba Group (hereinafter: Helaba). The risk strategy covers
all of the main Helaba Group business units (which includes the
Helaba group of companies as defined by the KWG and the
Capital Requirements Regulation (CRR)). Once adopted by the
Board of Managing Directors, the risk strategy is presented to
and discussed with the Supervisory Board and the Board of
Public Owners.

Helaba’s business strategy and risk strategy are integrally linked
to the business strategy and risk strategy of Sparkassen-Finanz-
gruppe Hessen-Thiiringen.

The principal objectives of Helaba’s risk strategy are to uphold
the organisation’s conservative risk profile and maintain
risk-bearing capacity while ensuring that all regulatory require-
ments are satisfied. The risk management system accordingly
plays a central role in the management of the company.

Helaba has refined the risk management process over the years
to create a range of sophisticated tools for and an environment
conducive to risk containment. The methods employed to iden-
tify, quantify, contain and monitor risks and the systems required
to implement them have undergone continuous development,
as have organisational provisions such as process and system
documentation and guidelines detailing responsibilities.

Principles

Responsibility of executive management

The Board of Managing Directors bears responsibility for all of
the risks to which Helaba is exposed, irrespective of how
individual responsibilities are assigned, as part of its overall
executive management responsibility. The Board of Managing
Directors is also responsible for the implementation of the risk
policy throughout the Group. It defines the risk strategy and
risk appetite simultaneously, with reference to Helaba’s risk-

bearing capacity as determined in an analysis of the initial
business policy position and an assessment of the associated
primary risks defined in the risk inventory process, and is re-
sponsible for ensuring compliance with the risk strategy defined
by means of the establishment of an efficient risk management
process. The risk strategy covers all material business activities
at Helaba. The strategies, processes and procedures are imple-
mented at the subsidiary companies in accordance with their
legal and actual scope of influence. The subsidiary companies
are also included in the scope of the controlling tools for the
various risk types in line with their relative significance and the
relevant legal options. Effective risk controlling throughout the
Group is thus assured.

Protection of assets

Risks may be assumed only as permitted under the general risk
strategy and the specific risk strategies and only in pursuit of
the strategic objectives of Helaba on the basis of the risk appe-
tite framework (RAF), in particularin order to maintain Helaba’s
long-term earnings power while protecting its assets as effec-
tively as possible and accomplishing its mission.

Protection of the Bank’s reputation

Effective risk management and the avoidance of legal or requ-
latory breaches that could damage its reputation are absolutely
vital for the Bank if it is to preserve its positive image and
achieve the best possible rating. A corresponding control pro-
cess to assess reputation risks in new business has been imple-
mented.

Clearly defined responsibilities

The managers of the various front office units are responsible
for ensuring that their unit achieves a reasonable balance be-
tween risks incurred and earnings realised. The units exercising
control must ensure that the maintenance of this balance is
monitored continuously and that the person with the relevant
authority is notified of any existing or potential discrepancies.

Segregation of functions (“three lines of defence”)

Theindependence of risk controlling and risk containment must
be assured in order to maintain objectivity and transparency.
Independent control processes are implemented wherever the
type and degree of risk so require. The responsibilities of the
organisational units for risk identification and containment, risk
quantification, risk monitoring and risk reporting follow a “three
lines of defence” (3-LoD) policy. This policy sets out roles and
responsibilities to ensure there is independent monitoring and
internal auditing of the effectiveness of the risk containment
and monitoring functions that have been implemented.
At Helaba Bank, including LBS and WIBank, and in the Group
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companies, the containment of risks in the first line of defence
is separated in terms of disciplinary and organisational report-
inglines from the independent monitoring of risks in the second
line of defence.

Transparency

The comprehensive and objective reporting and disclosure of
risks is another important component of Helaba’s risk strategy
andis indispensable for the proper notification, by the Board of
Managing Directors, of the corporate bodies, the banking requ-
lator and the public at large.

Cost efficiency

The cost efficiency of the units exercising control and, in partic-
ular, of the systems used also has to be considered. The expen-
diture incurred in connection with risk control (and also risk
containment) is reasonable given the pertinent regulatory re-
quirements and the risks under consideration in each case.

Risk Appetite Framework (RAF)

Helaba defines the RAF as a holistic approach to risk contain-
ment. Factors known as RAF indicators are identified and then
used to produce a complete description of the risk profile in
material terms. The RAF indicators comprise indicators that
apply across all risk types and others that are specific to partic-
ular risk types; they focus on regulatory and economic capital
adequacy, the appropriateness of liquidity coverage and on the
sustainability of earnings power. For each RAF indicator, the
Board of Managing Directors specifies threshold values for risk
appetite, risk tolerance and — where relevant - risk capacity;
these values are used to convert the main risk strategy objec-
tives into operational details as part of the planning. Risk appe-
tite refers to the level of risk Helaba is prepared to assume to
attain its strategic objectives. Risk tolerance indicates the level
of variance from the risk appetite that Helaba is still prepared to
tolerate in an unfavourable environment to reach its strategic
objectives. On the basis of regulatory limits (where available),
risk capacity specifies the maximum level of risk that Helaba can
take on.

Risk-bearing capacity / ICAAP

Helaba’s procedures for quantifying and containing risks ensure
that the primary risks always fall within the risk-taking potential
and that its risk-bearing capacity is thus assured. Helaba’s
risk-bearing capacity is one of the factors considered in defining
its risk strategy.

Compliance with regulatory standards

The implementation of regulatory requirements, which pro-
ceeds in close consultation with the banking regulator, also has
a decisive influence on the risk strategy. Helaba’s regulatory
capital backing and the determination of the regulatory capital
are based on the provisions of the CRR and take account of the
stipulations of the Supervisory Review and Evaluation Process
(SREP).

Risk culture

The risk culture at Helaba consists of the attitudes and conduct
of Helaba’s employees in relation to risk awareness, risk appe-
tite and risk management. The risk culture at Helaba fosters an
environment in which risks are identified and consciously han-
dled to ensure that decision-making processes lead to results
that comply with the approved risk strategy requirements and
reflect Helaba’s risk appetite. Helaba’s risk culture therefore
extends beyond the governance framework and the established
controls. The refinement of the risk culture is an ongoing task
for all employees and managers at Helaba. Helaba’s risk culture
has the following components:

= Aset of corporate values adopted by the Board of Managing
Directors that set out Helaba’s basic values and guiding prin-
ciples.

= Responsibilities: every employee knows, understands and
complies with Helaba’s corporate values, with the risk appe-
tite and risk tolerance relevant to their organisational unit
and with the system set down in writing.

= Communication and critical dialogue: Helaba’s working envi-
ronment is characterised by respect, tolerance and trust.
Everyone has the right to mutual respect, free from any kind
of discrimination. Helaba seeks to promote an open working
climate.

= |ncentives: the remuneration system reflects Helaba’s busi-
ness priorities and aims to ensure that employees are prop-
erly rewarded for their efforts and achievements without
being encouraged to take inappropriate risks in any way.

Auditing

The Internal Audit function audits all of the Bank’s activities and
processes in line with their risk content. This helps to safeguard
transactions and financial assets. Assessments of the efficacy
and adequacy of the Internal Control System facilitate the
ongoing development and improvement of the risk manage-
ment processes.
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Risk Classification = The liquidity and funding risk is broken down into three cat-

Risk types

The primary risk types for the purposes of containment at
Helaba result directly from its business activities. The structured
risk inventory process, which is implemented annually and,
where necessary, in response to relevant developments, exam-
ines which risks have the potential to damage Helaba’s financial
position (including capital resources), financial performance or
liquidity position to a material degree. The following primary
risk types have been identified.

= The default risk or credit risk is defined as the potential eco-

nomic loss that can arise as a result of non-paymentbyora =

deterioration in the creditworthiness of borrowers, issuers,
counterparties or equity investments and as a result of re-
strictions on cross-border payment transactions or perfor-
mance (country risk).
The potential economic loss is determined using internal
or external credit assessments and risk parameters
assessed by Helaba itself or set out in regulatory specifi-
cations.
The default risk does not include credit standing risks,
which are mapped in the market risk under the residual
risk and the incremental risk.
The equity risk — the potential economic loss as a result of
non-payment by or a deterioration in the creditworthiness
of an equity investment — that is not managed at the level
of the individual risk types also forms part of the default
risk. Such developments can lead to a decline in the value
of the holding, to the reduction or cancellation of dividend
payments, to loss transfers and to contribution, margin call
and liability obligations.

= The market risk is the potential economic loss as a result of
disadvantageous movements in the market value of expo-
sures due to changesin interest rates, exchange rates, share
prices and commodity prices and their volatility. In this
context changes in interest rate levels in one market segment
lead to general interest rate risks, specific interest rate
changes (for example on the part of anissuer) lead to residual
risks and changes in the price of securities subject to a credit
rating as a result of rating changes (including default) lead
to incremental risks.

egories. The short-term liquidity risk is the risk of not being
able to meet payment obligations as they fall due. Structural
liquidity risks result from imbalances in the medium- and
long-term liquidity structure and a negative change in the
organisation’s own funding curve. Market liquidity risks result
from the insufficient liquidity of assets, with the consequence
that positions can be closed out only, if at all, at a dispropor-
tionately high cost. The liquidity risks associated with trans-
actions not included in the statement of financial position
lead to short-term and/or structural liquidity risks depending
on their precise nature.

The term “non-financial risk” (NFR) has been introduced in
the regulatory framework and in German/European super-
visory law as a structure attribute separate and distinct from
financial risk (such as market risk and default risk) but a final,
binding definition has yet to be forthcoming. It is up to the
banks to shape its meaning according to their risk profile.

Non-financial risk at Helaba includes reputation risk as well
as operational risk. Operational risk comprises the non-NFR
sub-risk categories of operational risk in the narrow sense
(includes aspects of reputation risk and matters relating to
compliance, business continuity management (BCM), human
resources and taxes), legal risk, conduct risk, model risk,
information risk, third-party risk and project risk.

Operational risk is defined as the risk of loss resulting from
inadequate or failed internal processes, people and systems
or from external events, including legal risk.

Operational risk also includes the following NFRs:
Legal risk is defined as the risk of loss for the Bank result-
ing from infringements of legal provisions that have the
potential to result in (i) legal proceedings or (ii) internal
actions to avert such losses. Breaches of contract relating
to matters of creditworthiness (for example in the case of
loan contracts) do not fall within this definition.

35



36

Group Management Report

A-22

Risk Report

Conduct risk is defined as the current or potential risk of

loss for an institution as a result of an inappropriate offer

of financial (banking) services, including cases of inten-
tional or negligent misconduct.
There are two distinct aspects to model risk:
I.  Oneinvolves the risk of underestimating the regulatory
or economic capital requirement as a result of using
models to quantify risks. This is in part a reflection of
the fact that a model can never entirely capture reality.
This aspect of model risk is taken into account at
Helaba
a) as part of determining the own capital requirement
for internal Pillar 1 models using the model premi-
ums/safety margins demanded by regulatory require-
ments and

b) in economic risk management via a risk potential
premium for the primary risk types.

Il. The other aspect of model risk involves the risk of
losses associated with the development, implementa-
tion or inappropriate use of models by Helaba for the
purposes of decision-making. This aspect is factored
into operational risk. The analysis of operational risk
does not include the models covered under I. a) and
model risks already covered by the risk potential pre-
miums in accordance with I. b).

Information risk, which is a component of operational risk,

comprises the risk of losses resulting from a failure to pro-

vide the specified protection, in terms of availability, integ-
rity, confidentiality and (as part of integrity) authenticity,
for Helaba’s information values at a technical, procedural,
organisational or human resources level, both internally
and externally (including cyber risks), irrespective of form

(digital, physical or verbal).

I. IT risks are information risks resulting from the use of
the IT systems and associated processes (own pro-
cesses and those operated by third parties) for which
the bank is responsible that threaten to compromise
the protection of information.

Il. Cyberrisks are information risks resulting from attacks
on IT systems from outside the IT systems (own sys-
tems and those operated by third parties) for which the
bank is not responsible that threaten to compromise
the protection of information.

Ill. Non-IT risks are information risks other than IT or cyber
risks. These arise in connection with paper-based
documents or the spoken word and threaten the pro-
tection of information.

Third-party risk entails matters related to non-financial

riskin outsourcing and other external procurement activ-

ities. Outsourcing risk and the risk from other outsourcing

transactions are defined as the risk of loss/damage to

Helaba due to defective performance or loss of perfor-

mance by the service provider. Risks in relation to the

service provider may in principle arise from

I. underlying conditions at the service provider (credit-
worthiness, foreign legal risk, political stability),

Il. performance (personnel, equipment and IT resources,
reputation) and

lll. dependence and concentration (concentration risk,
market position).

Project risk involves the risk of an event occurring that

could give rise to negative consequences for project ob-

jectives orimposes scheduling, financial, human resources

and/other constraints.

= Business risk is the potential economic loss attributable to

possible changes in customer behaviour, in competitive con-
ditions in the market, in general economic conditions or in
the regulatory environment. Damage to Helaba'’s reputation
could also trigger a change in customer behaviour.

Reputation risk involves the possibility of a deterioration in
Helaba’s public image (its reputation for competence, integ-
rity and trustworthiness) in the form of the perceptions of the
individuals having a business or other relationship with the
Bank. Most of the material impact of reputation risk finds
expression in the business and liquidity risk. Reputation risk
is consequently assigned to these risk types in the risk type
system. Reputation risks include original reputation losses
as well as those that arise as a result of an operational loss
event. The reputation risk profile is mapped entirely under
operational risk.

Regulatory risk is the potential economic loss resulting from
business constraints caused by new, unexpected (bank-
specific) regulations, amendments to existing regulations or
the unclear interpretation of regulations. The material conse-
quences of regulatory risk impact on business risk and regu-
latory risk is consequently assigned to business risk in the
breakdown of risk types.
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= Real estate risk comprises the real estate portfolio risk — the
potential economic loss from fluctuations in the value of an
entity’s own real estate —and the real estate project manage-
ment risk associated with project development business.
Risks associated with the provision of equity and loan capital
for a project are excluded from this risk type, as are risks
associated with real estate finance.

Risk Concentrations

Risk concentrations can occur both within a single risk type and
across different risk types. The areas responsible for risk moni-
toring are charged with managing - that is to say identifying,
quantifying, containing and monitoring — risk concentrations
and reporting on identified risk concentrations at Helabain line
with their respective accountability for major risk types,
risk-bearing capacity and stress tests.

Both concentrations within a risk type (intraconcentrations) and
concentrations across risk types (interconcentrations) are ana-
lysed and integrated into the risk management reporting and
decision-making processes. No risk-mitigating diversification
effects between the risk types are applied in the risk-bearing
capacity calculation. The design of the extreme market disloca-
tion stress scenarios across all risk types, moreover, implicitly
takes account of the main risk concentrations between risk types
of significance for Helaba.

Risk Management Process

Risk management at Helaba comprises four elements that are
best understood as consecutive phases in a single continuous
process.

1. Risk identification

Risks affecting Helaba are identified continuously as an integral
part of daily operations. Once identified, each risk is assigned
to the relevant risk type. Comprehensive identification and
incorporation into existing risk measurement systems and the
associated risk monitoring processes are particularly important
in connection with the introduction of new products and com-
plex transactions. The central monitoring units are involved in
the authorisation of new products as part of the New Product
Process for lending business and trading business. The risk
inventory process to be completed for the Helaba Group annu-
ally and on an ad hoc basis also helps to identify previously
unknown risks and ensure that any of material significance are
incorporated into the risk management process.

2. Risk assessment

Effective mapping of individual transactions and risk parameters
in the risk measuring systems enables qualitatively and quan-
titatively robust risk measurement and assessment for the var-
ious risk types. A variety of models, methods and processes are
used for this purpose. Helaba applies corresponding premiums
and discounts to cover the model risk that results from the use
of models and is confirmed in the course of independent valida-
tions.

3. Risk containment

The information obtained in the risk identification and quanti-
fication phases provides the basis for risk containment by the
local management units. Risk containment encompasses all of
the measures aimed atincurring, reducing, limiting, avoiding or
transferring risks within the Board of Managing Directors’ de-
fined limits and RAF thresholds plus additional management
variables for default risk.

4. Risk monitoring and reporting

The Risk Controlling unit provides independent central risk
monitoring of the following risk types: default risk (including
equity risk), market risk, liquidity risk, non-financial/operational
risk, real estate risk and business risk. The responsibilities of the
Risk Controlling unit in this regard include the specification of
appropriate methods, their implementation and the operation
of the associated models. An integral component of these mon-
itoring activities is the submission of reports to the relevant
authority holders and committees covering the main risk types,
risk-bearing capacity, the status of the RAF indicators and the
status of the relevant indicators from the recovery plan (MaSan).
The internal models used in Risk Controlling to assess risk in
accordance with Pillars 1 and 2 are in addition recorded in a
model inventory and validated regularly. The Risk Controlling
unit (Independent Validation Group) is responsible for model
governance, including maintaining the model inventory and
ensuring that independent validation is carried out.
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Risk Management Structure

Entities involved

The Helaba Board of Managing Directors is responsible for all of
the risks to which Helaba is exposed and for implementing the
risk strategy policy throughout the regulatory consolidation
group. The Board of Managing Directors has established a Risk
Committee in accordance with the applicable banking regulatory
requirements to implement and monitor Helaba’s risk strategy,
first and foremost, and to aggregate all of the risks — that is to
say the default risks, market, liquidity and funding risk, non-
financial/operational risks, business risks and real estate risks—
assumed across Helaba and evaluate their combined implica-
tions. The Risk Committee is charged with identifying risks at
Helaba at the earliest possible stage, designing and monitoring
the RAF and the calculation of risk-bearing capacity and deter-
mining measures aimed at avoiding risk and generating con-
tainment mechanisms for risk management. It also approves the
containment and quantification methods employed by the var-
ious units and assesses the appropriateness of the tools applied
in light of the extent of the risk.

The Risk Committee is complemented by the Asset/Liability
Management Committee and the Credit Committee of the Board
of Managing Directors (VSKA). The Asset/Liability Management
Committee has responsibility for monitoring market risks,
including the associated limit utilisation, and containing the
strategic market risk portfolio and the portfolio of non-inter-
est-bearing liabilities. The Credit Committee of the Board of
Managing Directors is responsible for credit and settlement
risks associated with counterparties as well as syndication risks,
placement risks and country risks.

Appointments to the committees and the committees’ duties,
jurisdiction and responsibilities are governed in separate rules
of procedure approved by the Board of Managing Directors.

The organisational guidelines specify that the approval of the
entire Board of Managing Directors or of the Supervisory Board
or one of its committees must be obtained for decisions on mat-
ters of particular significance such as acquiring, changing or
disposing of equity investments, granting loans above a certain
threshold and defining the cumulative limit for market risks. The
Bank’s Charter, moreover, requires that any decision to take on
or make changes to strategic equity investments involving a
stake in excess of 25 % also be approved by the Board of Public
Owners.

Risk management at Group companies

Companies belonging to the Group are incorporated into risk
management activities at Group level by taking account of the
risks established in the course of the annual or, where applica-
ble, an ad hoc risk inventory. The risk inventory process identi-
fies risks at the level of Helaba’s direct equity investments, with
each of these Group companies measuring the cumulative risk
across its own organisation including its own equity invest-
ments. The starting point for determining inclusion is all direct
equity investments of Helaba Bank under commercial law plus
special purpose entities and special funds. The regular risk
inventory covers the companies belonging to the Group for
which there exists a material legal or economic reason forinclu-
sion. The list of companies to be included is drawn up with
reference to a catalogue of criteria. Companies belonging to the
Group that are notincluded in the riskinventory are considered
through the mechanism of the residual equity risk.

The outcome of the materiality assessment conducted as part
of the risk inventory process is used to determine which Group
companies are included in risk management at Group level with
which risk types and which Group companies are considered
only through the mechanism of the residual equity risk. Compa-
nies belonging to the regulatory consolidation group are
included in risk management at the level of individual risks in
line with their primary risk types.

These companies mustin addition establish an appropriate risk
management process for any of their own risks that are assigned
to the risk type at Group level. The officers responsible for the
relevant risk types and methods stipulate precisely how risks
are to be included. The mode of inclusion in the methods used
in the risk management process varies from risk type to risk

type.

Principal risk monitoring areas

The responsibilities of the organisational units follow a “three
lines of defence” (3-LoD) policy. This policy sets out roles and
responsibilities to ensure there isindependent monitoring and
internal auditing of the effectiveness of the risk containment
and monitoring functions that have been implemented.
At Helaba Bank, including LBS and WIBank, and in the Group
companies, the containment of risks in the first line of defence
is separated in terms of disciplinary and organisational report-
ing lines from the independent monitoring of risks in the second
line of defence. The three lines of defence policy is implemented
at Helaba Bank as follows:
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First line of defence (LoD 1)

The first line of defence assumes risks in the course of its (busi-
ness) activities, bears these risks and has responsibility for the
results. In particular, itis responsible for controlling its risks and
designing controls, with due regard for the methods specified by
LoD 2.

Second line of defence (LoD 2)

A second line of defence to provide independent monitoring of
LoD 1 has been established for all primary risk types (in partic-
ular the Risk Controlling, Credit Risk Management, Compliance
and Process Management and Information Security units).

The main task is a holistic global assessment of all risks on an
individual basis and at portfolio level - both at Helaba Bank and
across Helaba as a whole.

Third line of defence (LoD 3)

Internal Audit conducts risk-based and general audits, in partic-
ular of the appropriateness and effectiveness of the activities of
the first two lines of defence.

To enable the aforementioned organisational units at Helaba to
carry out their assigned responsibilities, the other organisa-
tional units must offer appropriate support by providing the

necessary information and assistance.

Risk types Risk containing units

(LoD 1)

Risk monitoring units
(LoD 2)

Reviewing unit

Default risk including equity risk ~ Front office units (lending units,
Capital Markets, Asset/Liability
Management: Municipal Loans)

Risk Controlling (combined bank, portfolio level)
Group Strategy and Central Staff Division
(equity risk) Credit Risk Management (individual
exposure level and individual portfolio level)

Market risk Capital Markets,

Asset/Liability Management

Risk Controlling

Liquidity and funding risk Capital Markets
(money market trading),

Asset/Liability Management

Risk Controlling

Non-financial risk (NFR)/ All units
operational risk

Risk Controlling, together with specialist
functions? in the following units:

Process Management and Information Security
including Information Security Management,
Legal Services, Compliance, Human Resources,
Accounting and Taxes and Administration

Business risk Front office units

Risk Controlling

Real estate risk Real Estate Management

Risk Controlling

Tasks across all risk types -

Risk Controlling (including calculation of
potential risk exposures, model governance)
Group Controlling (including risk-bearing
capacity calculation, capital planning)

VIn addition to the Risk Controlling unit, the specialist functions are responsible for relevant risks (as set out in the risk type breakdown) that are subsumed under
non-financial risk/operational risk and described in detail in the specific risk strategy for non-financial risk.

In terms of the three lines of defence principle, the independent
risk management system within LBS, WIBank and the Group
companies is generally structured in the same way as that at
Helaba Bank. Regardless of the overall structure, there may,
however, be specific arrangements in place. The relevant units
at Helaba Bank are responsible for the integration of activities

into the risk containment and risk monitoring systems of the
Helaba Group. LBS and WIBank must also directly apply the
requirements applicable to Helaba Bank.

The Group Controlling unit is responsible for carrying out the
calculation of risk-bearing capacity across risk types.
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Internal Audit

The Internal Audit function, which reports to and is directly sub-
ordinate to the Board of Managing Directors, performs its tasks
independently and without external direction. It examines and
assesses all of the Bank’s activities and processes, including
activities and processes that have been outsourced, on the basis
of risk considerations. It conducts audits at subsidiaries both in
its role as the internal auditor and when specifically asked to do
so. The annual audit plan drawn up in accordance with the
risk-oriented multi-year plan and approved by the Board of
Managing Directors forms the basis of all auditing activities.

Internal Audit focuses in particular on assessing the efficacy and
adequacy of the Internal Control System and of risk manage-
ment, thereby helping to safeguard financial assets. Internal
Audit also supports major projects.

The scope and findings of audits are documented in accordance
with uniform standards. Written audit reports are supplied
promptly to the Board of Managing Directors and the people
responsible for the units audited. The timely resolution of defi-
ciencies identified is monitored and matters are escalated if
necessary. Internal Audit reports significant audit findings, the
actions adopted and the implementation status of these actions
to the Board of Managing Directors and Supervisory Board every
quarter. The Board of Managing Directors, Supervisory Board
and Audit Committee are also presented with a summary annual
report on auditing activities.

Compliance

The Bank has now brought the functions of the Compliance
Capital Markets department, the Compliance Money Launder-
ing and Fraud Prevention department and the Compliance
MaRisk (in accordance with the German Minimum Require-
ments for Risk Management (AT 4.4.2 MaRisk)) department
together under the Compliance division.

The Compliance Capital Markets department advises the oper-
ating units and monitors and evaluates the principles, pro-
cesses and practices applied against various criteria including,
in particular, the requirements of the German Securities
Trading Act (Wertpapierhandelsgesetz — WpHG), German
Investment Services Conduct of Business and Organisation
Regulation (Wertpapierdienstleistungs-Verhaltens- und
-Organisationsverordnung — WpDVerOV) and German WpHG
Employee Notification Regulation (WpHG-Mitarbeiteranzeige-
verordnung - WpHGMaAnzV), statements issued by BaFin and
pertinent statements issued by the European Securities and
Markets Authority (ESMA). It also evaluates inherent risks and
checks compliance with the relevant regulatory requirements

and performs regular risk-oriented monitoring activities using
amonitoring plan based on a prior risk analysis, paying partic-
ular attention in this regard to the rules prohibiting insider
dealing and market manipulation, and identifies and regulates
conflicts of interest throughout the Group that pose a potential
risk.

The Compliance Money Laundering and Fraud Prevention de-
partment, acting in its capacity as the central authority for the
purposes of Section 25h KWG, develops internal principles and
adequate transaction- and customer-related safeguards and
checks to prevent money laundering, the funding of terrorism
and other criminal acts. The precautionary organisational mea-
sures to be implemented are based in part on the Group risk
analysis (money laundering, terrorism financing and fraud pre-
vention) and also in part on the Group Policy. This Group Policy
sets out the Group’s general ground rules, which reflect the
relevant legal and regulatory requirements. Monitoring soft-
ware keeps business relationships under constant surveillance.
The Compliance Money Laundering and Fraud Prevention
department is also responsible for the implementation of the
legal requirements created by the Agreement between the
United States of America and the Federal Republic of Germany
to Improve International Tax Compliance (FATCA) and the in-
ternational Automatic Exchange of Information (AEOI) process.

The Compliance MaRisk department identifies material legal
provisions and regulations and promotes the adoption of ef-
fective procedures to ensure that they are observed. It also
conducts risk-based checks of its own, regularly reviewing and
assessing the adequacy and efficacy of the business processes
and practices associated with ensuring that material legal pro-
visions and regulations are observed within the Bank.

Information Security Management

The Information Security Management function is responsible
for ensuring the proper control, coordination and development
of information security management in line with the Bank’s
business strategy, IT strategy and risk management strategy.
It manages the identified and analysed information security
risks to this end using an information security management
system (ISMS) and develops relevant measures and checks for
sustainable risk reduction and risk monitoring. The Information
Security Management function also continuously refines the
processes for ensuring that any necessary security requirements
arising in connection with relevant laws and regulations (data
protection legislation (German Federal Data Protection Act —
BDSG, EU General Data Protection Regulation - GDPR), German
IT Security Act, German Minimum Requirements for the Security
of Internet Payments — MaSI, MaRisk, German Supervisory
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Requirements for IT in Financial Institutions — BAIT, etc.) are
determined and specified, that information protection classifi-
cations and infrastructures are analysed regularly and that tech-
nical and organisational measures appropriate for this purpose
are coordinated to make certain that a proper level of security is
maintained at the Bank.

The Data Protection Officer reports to and advises the Board of
Managing Directors and all organisational units and employees
with regard to data protection requirements. The function in-
volves responsibility for monitoring the implementation of and
compliance with the requirements of data protection law and for
relevant employee training and measures to raise awareness of
data protection issues among employees. Helaba maintains a
record of processing activities (Art. 30 GDPR) covering proce-
dures that involve the processing of personal data. This record
provides the basis for ensuring that the processing of personal
data complies with the data protection regulations. Helaba has
developed an information security management system (ISMS)
aligned with the ISO 27001 standard to ensure the availability,
confidentiality and integrity of data (Art. 5 and Art. 32 GDPR) and
to assess the resilience (maintenance of operability) of data-
processing systems.

These functions report directly to the Board of Managing
Directors.

Risk-Bearing Capacity/ICAAP

Helaba uses its established procedures for quantifying and con-
taining risks to ensure that all primary risks within the Helaba
Group are always covered by the risk cover pools and that its
risk-bearing capacity is thus assured.

In terms of concept, Helaba’s lead risk-bearing capacity ap-
proach reflects the supervisory requirements for an ICAAP at
institutions from an internal economic perspective. In other
words, the calculation of risk-bearing capacity takes into ac-
count all risks that could jeopardise the continued existence of
Helaba as a going concern from an internal economic perspec-
tive. The economic limitation and containment of risks is also
based on ensuring risk-bearing capacity in accordance with this
economicinternal perspective. The risk tolerance and risk appe-
tite related to the risk exposures in this perspective are specified
in the RAF.

Risk-bearing capacity is determined on the basis of a time frame
of one year in the economic internal perspective and both risk
exposures and risk cover pools are designed and quantified for
this period.

The economic risk cover pools are calculated on the basis of own
funds determined in accordance with IFRS financial reporting
requirements, adjusted for economic correction factors. These
factors ensure aloss absorption capacity comparable with reg-
ulatory CET1 capital.

In terms of risk, risk exposures for default risk (including equity
risk), market risk, operational risk, business and real estate risk
are included in the analysis for the internal economic perspec-
tive with a confidence level of 99.9 %. This approach is used to
demonstrate that the economic risk cover pool is adequate
enough —even if rare and serious loss scenarios should materi-
alise — to ensure that the Bank can continue as a going concern
on the basis of its own resources, i.e. without recourse to third-
party funds.

The risk-bearing capacity assessment covering all risk types
reveals that the existing risk cover pools at the end 0f 2019 once
again exceeded the quantified risk exposures by a substantial
margin, underlining Helaba’s conservative risk profile. Helaba
had a capital buffer of € 4.3 bn in respect of its economic risk
exposures as at the reporting date (31 December 2018: €4.6 bn).

Helaba regularly examines the effects of historical and hypo-
thetical stress scenarios on risk-bearing capacity as well as
analysing risk-bearing capacity for given reference dates. The
scenarios considered include macroeconomic stress scenarios
and a scenario involving exceptional market dislocation based
on the most extreme changes in parameters observed over the
historical time frame (usually observed market dislocation
occurring in a global financial crisis).

To complement the economic internal perspective as the lead
approach for ensuring risk-bearing capacity in Pillar I1, an anal-
ysis using the normative internal perspective is conducted quar-
terly. The normative internal perspective examines how the
primary Pillar Il risks affect the regulatory ratios in accounting
terms and the internal objectives for capital ratios in the context
of the RAF for the institution as a going concern. This analysis
is conducted using various macroeconomic scenarios. Pillar 1|
risks affect regulatory capital, both through profit and loss and
through other comprehensive income, whereas Pillar | risk quan-
tification is reflected in a change in risk-weighted assets (RWAS).
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The objective of this analysis is to ensure ongoing compliance
with regulatory requirements and with the internal targets de-
rived from the risk strategy and RAF. The capital ratios achieved
under the simulated scenarios exceed the regulatory minimum
CET1 capital ratio by a significant margin.

Helaba additionally conducts a number of reverse stress tests
to investigate what nature of idiosyncratic or market-wide
events could jeopardise its continued existence as a going con-
cern. The analyses focus on the regulatory minimum capital
requirements, the available liquidity reserves and economic
risk-bearing capacity in the economic internal perspective.
There is currently no indication of any of the scenarios described
above becoming a reality.

Other protection mechanisms

There are other protection mechanisms in addition to the risk
cover pool. Helaba is a member of the Reserve Fund of the
Landesbanken and Girozentralen and is thus included in the
Sparkassen-Finanzgruppe’s protection scheme, which com-
prises the eleven regional Sparkasse support funds, the afore-
mentioned reserve fund and the deposit security reserve fund
of the Landesbausparkassen.

The most notable features of this protection scheme are the way
that it safeguards the viability of the affiliated institutions,
especially theirliquidity and solvency, its risk monitoring system
for the early detection of specific risk profiles and its use of a
method based on risk parameters defined by the supervisory
authorities to calculate the amounts to be paid into the protec-
tion scheme by the various institutions. The legally dependent
Landesbausparkasse Hessen-Thiringen, the subsidiary
Frankfurter Sparkasse, and Frankfurter Bankgesellschaft
(Deutschland) AG, which is a subsidiary of Frankfurter Bankge-
sellschaft (Schweiz) AG (which in turn is a subsidiary of Helaba),
are also directly integrated into this protection scheme.

The Sparkassen-Finanzgruppe protection scheme includes a
deposit guarantee scheme to protect qualifying deposits up to
a value of €100,000 per customer as well as safeguarding the
viability of the affiliated institutions themselves. The deposits
thus protected at the Helaba Group amount to €16.4 bn in total
(31 December 2018: € 16.0 bn). The German Federal Financial
Supervisory Authority (BaFin) has recognised the Sparkassen-
Finanzgruppe’s institutional protection scheme as a deposit
guarantee scheme for the purposes of the German Deposit
Guarantee Act (EinSiG).

Helaba and Frankfurter Sparkasse are also affiliated to the
Reserve Fund of the Sparkassen- und Giroverband Hessen-
Thiringen under the terms of their Charters. The reserve fund
provides further protection in the event of a default in addition
to the nationwide Joint Liability Scheme. It covers the liabilities
of Helaba and Frankfurter Sparkasse to customers, including
banks, insurance companies and other institutional investors,
and their securitised liabilities. Liabilities that serve or have
served at the institutions as components of own funds pursuant
to Section 10 KWG, such as asset contributions of dormant
shareholders, liabilities under profit participation rights and
subordinated liabilities, are not covered irrespective of their
remaining term. The total volume of the fund is equal to 0.5 %
of the affiliated institutions’ total risk exposure amount as de-
fined by article 92(3) CRR and stood at € 606 m at the end of
2019 (31 December 2018: €555 m).

The Sparkassen- und Giroverband Hessen-Thiiringen has under-
taken to make up the shortfall between the amount actually paid
in and the full amount should the fund be required before such
time as the full amount has been contributed.

Rheinischer Sparkassen- und Giroverband (RSGV) and Spar-
kassenverband Westfalen-Lippe (SVWL) have each also unilat-
erally set up an additional regional reserve fund for Helaba.

Development institution WIBank, which is organised as a de-
pendent institution within Helaba, enjoys the direct statutory
guarantee of the State of Hesse as regulated by law and as per-
mitted under EU law on state aid.

Default risk

Lending business is one of Helaba’s core activities and the ac-
ceptance, control and containment of default risks accordingly
constitutes one of its core competencies. Events in the market
and developments in the regulatory environment for banks are
together generating a continuous stream of new challenges for
internal default risk management, making rigorous examination
of the existing procedures absolutely essential.

Guiding these steps is a comprehensive and universal risk strat-
egy derived from the business strategy. The specific risk strategy
for default risks defines the risk propensity, differentiated by
product, customer segment and risk type, for every business
segment. It is reviewed annually.
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Basel lll/CRR

Helaba applies the IRBA. The corresponding regulatory require-
ments as set out in Basel I11/CCR are implemented in Helaba’s
procedures and systems with the internal rating methods (de-
fault rating) for the lending portfolio, the Collateral Management
System, the credit loss database, which is used to record and
analyse the default portfolio and the specific loan loss allow-
ances, and a regulatory calculation module.

Risk monitoring using the global limit system

Helaba employs a global limit system that records counterpar-
ty-specific default risks promptly in a structured and transparent
manner. The system uses counterparty limits based on a com-
bination of the creditworthiness (rating) of counterparties and
the Bank’s risk-bearing capacity.

Cumulative limits for each borrower are recorded in the global
limit system at Group level to help monitor, limit and contain
default risks. All types of loans in accordance with Articles 389
et seq. of the CRR made to borrowers in both trading and bank-
ing book activities are counted against these cumulative limits.
Advance payment and settlement risks attributable to foreign
currency and securities transactions, current account intraday
risks, creditor risks associated with direct debits and what are
referred to as “additional risks from constructs” are approved as
commercial risks and counted against separate limits.

The approved total limits are allocated to individual borrowers,
product categories and the operating divisions concerned in
accordance with the application for approval. The utilisation of
the individual limits is monitored on a daily basis and appropri-
ate measures are initiated immediately if any limit is exceeded.

Swaps, forward transactions and options are counted towards
the total limit at their credit equivalent amounts based on an
internal add-on method. The Risk Controlling unit validates and,
where appropriate, adjusts the add-ons once a year or on an ad
hoc basis (for example in the event of market turmoil). All other
trading book positions (for example money market trading and
securities) are valued at market prices.

Creditor risks associated with direct debits and secondary risks
resulting from leasing commitments (lessees) or guarantees
received are also recorded as commercial risks for the relevant
risk-bearing entity.

Chart 1 shows the total volume of lending (comprising draw-
downs and unutilised lending commitments) in the narrow
Group companies (Helaba Bank plus subsidiaries Frankfurter
Sparkasse, Frankfurter Bankgesellschaft (Schweiz) AG and
Helaba Asset Services) of € 208.3 bn as at 31 December 2019
(31 December2018:€182.3 bn) broken down by portfolios. The
total volume of lending is the risk exposure value calculated in
accordance with the legal provisions applicable to large expo-
sures before applying the exemptions in relation to calculating
utilisation of the large exposure limit and before applying credit
mitigation techniques. The exposure relating to KOFIBA is inte-
grated in full.

Total volume of lending by portfolio
(narrow Group companies)

Chart 1 in €bn

31.0

B Public Authorities
B Real Estate

Asset-Backed Finance

Project Finance

Financial Institutions Transport and Equipment

B Corporate Customers Retail Customers

B WIBank

The lending activities in the narrow Group companies as at
31 December 2019 focused on the following portfolios: public
sector, real estate and financial institutions (especially in the
banking sector).
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The summary below provides an overview of the regional break-
down of the total lending volume in the narrow Group compa-
nies by borrower’s country of domicile.

in€bn
Region 31.12.2019 31.12.2018
Germany 132.5 111.6
Rest of Europe 51.2 46.7
North America 23.0 22.3
Oceania 0.7 0.8
Other 0.9 0.9

The table shows that Germany and other European countries
continue to account for most of the total lending volume. The
UK accounts for an exposure of € 8.6 bn (31 December 2018:
€7.7bn).

Creditworthiness/ risk appraisal

The Bank employs 15 rating systems developed together with
DSGV or other Landesbanken and two rating systems developed
internally. Based on statistical models, these systems classify

loan exposures, irrespective of the customer or asset group, by
the fixed probability of default (PD) using a 25-point cardinal
default rating scale.

Chart 2 shows the total volume of lending in the narrow Group
companies (Helaba Bank plus subsidiaries Frankfurter
Sparkasse, Frankfurter Bankgesellschaft (Schweiz) AG and
Helaba Asset Services) of € 208.3 bn (31 December 2018:
€182.3 bn) broken down by default rating category.

Total volume of lending by default rating category (narrow Group companies)

Chart 2
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Collateral

Like the creditworthiness of borrowers or counterparties, the
collateral arrangements (or general credit risk reduction tech-
niques) available are of majorimportance when determining the
extent of default risks. Collateral is measured in accordance with
the Bank’s lending principles. The measurement is adjusted as
part of the regular or ad hoc monitoring process if there are any
changes in factors relevant for measurement purposes.

Helaba’s Collateral Management System meets the necessary
conditions to allow full advantage to be taken of the comprehen-
sive opportunities for recognising credit risk reduction tech-
niques that enhance shareholders’ equity in accordance with the
CRR. It provides the data resources required to verify and dis-
tribute the assets eligible as collateral to the risk exposures
secured.

Country risks

Helaba’s definition of country risk encompasses the risk of
sovereign default as well as transfer and conversion risk, which
means that country risk exposure also includes individual trans-
actions entered into by a Helaba location with a borrower in the
same country in local currency (local transactions).

Helaba has a uniform methodology for the internal measure-
ment and allocation of country risks based on the entity bearing
the economic risk. The risk initially assigned to the borrower’s
country of domicile in accordance with the strict domicile prin-
ciple is accordingly transferred, subject to certain conditions,
to the country of domicile of the parent company of the Group,
the lessee or, in the case of cash flow structures and when
collateral is involved, to the country of the entity bearing the
economic risk.

The country risk system is the central tool for the comprehen-
sive, timely and transparent risk-oriented recording, monitoring
and containment of country risks. All of Helaba’s lending and
trading units, including subsidiaries Frankfurter Sparkasse,
Frankfurter Bankgesellschaft (Schweiz) AG and Helaba Asset
Services, are involved in country risk containment. The total
country risk, excluding the countries of the euro zone, may not
exceed six times the liable capital of the Helaba Group of insti-
tutions. As of 31 December 2019, utilisation was less than four
times the liable capital.

The Credit Committee of the Board of Managing Directors de-
fines country limits for all countries apart from Germany.
The overall limit assigned to a country is subdivided into a lend-
ing limit and a trading limit. The country risks for long-term
transactions are also subject to additional sub-limits.

The internal rating method for country and transfer risks pro-
vides 25 different country rating categories based on the uni-
form master scale used throughout the Bank. All classifications
are established at least annually by the Economics and Research
department and ultimately defined by the Credit Risk Manage-
ment unit. The Banks and International Business unit, which
performs the central coordination function for country limit
requests, presents a country limit proposal on this basis factor-
ing in bank-specific considerations and relevant factors relating
to business policy and risk methodology and the Credit Com-
mittee of the Board of Managing Directors then sets the limits
for the individual countries based on this proposal.

The Bank has no defined country limits for countries falling into
the weakest rating categories (22-24).

Country risk (transfer, conversion and sovereign default risks)
from Helaba loans issued by the narrow Group companies to
borrowers based outside Germany amounted to € 70.1 bn
(31 December2018: €67.4bn), most of which was accounted for
by borrowers in Europe (67.0 %) and North America (31.2 %).
As at 31 December 2019, 79.6 % (31 December 2018: 80.5 %) of
these risks were assigned to country rating classes 0 and 1 and
afurther 20.3 % (31 December 2018: 19.4 %) came from rating
categories 2-13. Just 0.1 % (31 December 2018: 0.1 %) fell into
rating class 14 or worse.

United Kingdom exposures

Helaba’s net exposure to borrowers in the United Kingdom
across the narrow Group companies amounted to €8.2 bn as at
31December 2019 (31 December2018: €7.9 bn). Project finance
accounts for most of this increase.

Although the future relationship between the United Kingdom
and the European Union remains uncertain following the adop-
tion of the Withdrawal Agreement, Helaba continues to believe
that its portfolio of loans to UK borrowers will not suffer
substantial impairment in the short term, even in the case of a
no-deal Brexit.
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Credit risk processes and organisation

The MaRisk contain differentiated rules in respect of the organ-
isation of lending business, of lending processes and of the
design of the methods used to identify, quantify, contain and
monitor risks in lending business.

The Board of Managing Directors has defined the main require-
ments of business policy regarding structural and procedural
organisation in lending business in separate organisational
guidelines for lending business.

Approval procedure

The approval procedure followed by the Bank ensures that no
credit risks are entered into without prior approval. The rules of
procedure for the Board of Managing Directors state that loans
above a certain value require the approval of the Supervisory
Board Risk and Credit Committee. Commitments in amounts
below this value are approved at different authorising levels
(Board of Managing Directors, Credit Committee of the Board of
Managing Directors, individual members of the Board of
Managing Directors, staff members) depending on the amounts
involved. Loans are approved on the basis of detailed risk as-
sessments. In accordance with the MaRisk, the loan documents
in what is designated risk-relevant business always comprise
two independent opinions, one from the relevant front office
unit and one from the relevant back office unit. The representa-
tive of the relevant back office unit also always has a right of veto
in this connection as part of an escalation process. The ultimate
decision rests with the entire Board of Managing Directors.

The procedure also takes account of the concentration limits
derived from the Bank’s risk-bearing capacity, which place an
additional limit on exposures in line with the default rating
category of the economic group of connected clients. All loans
also have to be reviewed at least once every twelve months.
Mechanisms for ensuring on a daily basis that limits are not
exceeded include the use of the global limit system, which ag-
gregates allloans (credit lines and utilisations) extended by the
narrow Group companies for each group of connected clients.

Quantifying default risks

For regulatory purposes, expected and unexpected default risks
are quantified using the regulatory calculation module. Expected
default risks are treated for calculation purposes on a transac-
tion-by-transaction basis in the form of the expected loss.
The calculation for regulatory purposes is carried out using the
internal rating methods and regulatory loss given default
(LGDs). The equity to be held available in accordance with the

CRR to cover unexpected losses is also calculated on a transac-
tion-by-transaction basis and is used for containment purposes
for both the specific transaction and the risk capital.

Default risks are determined for the purposes of internal con-
tainment using a value-at-risk approach. Risks are quantified
using a Credit Metrics-based credit risk model (Monte Carlo
simulation) developed in house taking account of risk concen-
trations and additional migration and stochastic LGD risks. The
value-at-risk (VaR) calculated from the simulated probability
distribution provides a measure — with a probability (confi-
dence level) 0f 99.9 % (economic internal perspective) — of the
upper limit of the potential loss of a portfolio within a period
of one year.

The risk parameters applied additionally include migration ma-
trices and LGD parameters estimated internally and empirically
measured correlation values as well as the internal rating meth-
ods. The overall risk assumes a simultaneous, correlated onset
of losses (systematic risk).

The quantification of default risk is additionally assessed against
various scenarios to determine the impact of corresponding
stress situations. The risk parameters are modelled scenario by
scenario for this purpose.

The analysis as at the reporting date using the economicinter-
nal perspective for the calculation of risk-bearing capacity indi-
cates that the economic risk exposure for the Group from default
risk, calculated on the basis of the VaR, has increased signifi-
cantly to € 1,636 m (31 December 2018: € 1,421 m). The main
reason for this increase in the economic risk exposure is the
opening at year-end — on a temporary basis and without any
increase in total assets and liabilities — of a short-term position
with a multinational company in the Corporate Finance division.
A rating downgrade affecting one multinational company and
the integration of KOFIBA also made a moderate contribution
to the increase in risk. A slight fall in unsecured positions and
various rating improvements offset some of the increase in risk
in the real estate area.

The updated correlation parameters and enhancements to the
scenario risk models that became operational in the year under
review had the effect of increasing risk slightly.
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Loss allowances

Appropriate loss allowances are recognised to cover default risk.
The adequacy of the loss allowances is reviewed regularly and
adjustments are made where necessary.

Equity Risk

The equity risk category brings together those risks attributable
to equity investments whose individual risk types are not
considered separately in risk controlling activities by risk type.
Equity risks do not have to be considered for an equity invest-
ment if all risk types of relevance for the equity investment con-
cerned are integrated into Group-wide risk management (at the
level of individual risks) in line with their relative significance
and the relevant legal options. Financial instruments classified
under the CRR as equity exposures are also reported as equity
risks alongside the equity investments under commercial law.

The risk content of each individual equity investment is classi-
fied with regard to value using a two-phase catalogue of criteria
(traffic-signal method). In addition, the risk assessment is based
on the appraisal and development of the rating of the company
concerned within the framework of the Bank’s internal rating
method. Equity risks are reported quarterly to the Risk Commit-
tee of the Board of Managing Directors and the Risk and Credit
Committee of the Supervisory Board.

The composition of the equity investments portfolio has
changed markedly since year-end 2018. The analysis as at the
reporting date using the economic internal perspective for the
calculation of risk-bearing capacity shows an economic risk ex-
posure of € 103 m (31 December 2018: € 70 m) for the Group
from equity risk. The increase was mainly attributable to new
investments in private equity/ mezzanine funds.

Market Risk

Risk containment

Helaba manages market risks for the trading book and the
banking book as part of its overall bank management. Clearly
defined responsibilities and business processes create the nec-
essary conditions for effective limitation and containment of
market risks. The subsidiaries are integrated into the contain-
ment process as part of Group-wide risk management according
to a graduated system based on the risk inventory process in
line with the specific business activities involved. Attention in

this area focuses principally on subsidiaries Frankfurter
Sparkasse and Frankfurter Bankgesellschaft (Schweiz) AG.
Market risks are quantified using Helaba’s own methods.

Trading activities focus for strategic purposes on customer-driven
business, which is supported by a demand-led product range.
Responsibility for containing trading book exposures rests with
the Capital Markets unit, while the Asset/Liability Management
unit has responsibility for funding and for the management of the
interest rate and liquidity risks in the banking book. The own
issues repurchase portfolio belonging to the trading book also
falls under the jurisdiction of the Asset/Liability Management
unit.

Limitation of market risks
Helaba employs a uniform limit structure to limit market risks.
The process through which limits are allocated involves the
Bank’s internal corporate bodies and, in the context of limit defi-
nition for the risk-bearing capacity, the Risk and Credit Commit-
tee of the Supervisory Board.

Acting on the recommendation of the Asset/Liability Manage-
ment Committee, the Risk Committee allocates limits to the
risk-incurring business units and the various types of market
risk within the scope of the defined cumulative limit for market
risks. In addition separate limits are defined for the trading book
and the banking book. Responsibility for the onward allocation
of limits to Helaba’s subordinate organisational units and its
various sites rests with the divisions to which a limit has been
assigned. Stop-loss limits and volume limits are also used inde-
pendently in the trading units to limit market risks.

Compliance with the cumulative market risk limit was main-
tained at all times in the year under review and there were no
limit violations at the main trading book and banking book
aggregation stages (both Bank and Group) or for the individual
market risk types.

Risk monitoring

The Risk Controlling unit is responsible for identifying, quanti-
fying and monitoring market risks. This responsibility includes
checking transactions for market conformity and determining
the economic profit or loss as well as risk quantification. In
addition, the reconciliation statement with external Accounting
is prepared.
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Continuous functional and technical development of the meth-
ods and systems used and intensive data entry play a key role
in ensuring that Helaba’s market risks are recorded properly.
A special process owned by the New Products Committee has to
be completed whenever a new product is introduced. New prod-
ucts must be incorporated correctly into the required systems
for position recording, processing, profit or loss determination,
risk quantification, accounting and reporting before they can
gain authorisation.

A comprehensive reporting regime ensures that the relevant
members of the Board of Managing Directors and the posi-
tion-keeping units are notified daily of the risk figures calculated
and the economic profit and loss generated on the basis of
current market prices. Information about the current risk and
earnings situation is in addition provided weekly to the entire
Board of Managing Directors and the Asset/Liability Manage-
ment Committee and monthly to the Risk Committee. Any
breach of a defined limit triggers the escalation process to limit
and reduce the associated risks.

Quantification of market risk

Market risk is quantified using a money-at-risk approach backed
up by stress tests, the measurement of residual risks, sensitivity
analyses for credit spread risks and the assessment of incremen-
tal risks for the trading book. The money-at-risk (MaR) figure
corresponds to what is deemed, with a certain confidence level,
to be the upper threshold of the potential loss of a portfolio or
position due to market fluctuations within a prescribed holding
period.

The risk measurement systems employed at Helaba for each of
the various types of market risk (interest rates, share prices and

foreign exchange rates) all use the same statistical parameters

Group MaR by risk type

in order to facilitate comparisons across the different risk types.
This also makes it possible to aggregate the risk types into an
overall risk. The overall risk assumes that the various different
losses occur simultaneously. The MaR figure calculated using
the risk models provides a measure of the maximum loss that
will not be exceeded, with a probability of 99.0 %, on the basis
of the underlying historical observation period of one year and
a holding period for the position of ten trading days.

The summary below presents a reporting date assessment of
the market risks (including correlation effects between the port-
folios) taken on as at the end of 2019 plus a breakdown by trad-
ing book and banking book. The linear interest rate risk is the
most significant of the market risk types. The rise in the linear
interest rate riskin the banking book is primarily attributable to
the integration of KOFIBA into Helaba Bank. Various country-
and rating-dependent government, financials and corporate
yield curves are also used alongside swap and Pfandbrief curves
for measurement purposes. Euro positions account for 83 %
(31 December 2018: 87 %) of the linear interest rate risk for the
overall portfolio of the narrow Group companies, US dollar po-
sitions 10% (31 December 2018: 8 %). In the field of equities,
the focus is on securities listed in the DAX and DJ Euro Stoxx 50.
The main foreign currency risks are attributable to US dollar,
Canadian dollar and sterling positions. Residual risk amounted
to €13 m for the Group (31 December 2018: € 14 m). The incre-
mental risk in the trading book amounted, with a time horizon
of one year and a confidence level of 99.9 %, to € 180 m (31 De-
cember 2018: € 205 m). The analysis as at the reporting date
using the economic internal perspective for the calculation of
risk-bearing capacity shows an economic risk exposure of
€664 m (31 December2018: €601 m) for the Group from market
risk. The increase was due mainly to the rise in linear interest
rate risk.

in€m

Total risk

Interest rate risk

Currency risk Equities risk

31.12.2019 31.12.2018

31.12.2019 31.12.2018

Total 75 64 68

31.12.2019 31.12.2018 31.12.2019 31.12.2018

58 1 0 6 6
Trading book 22 18 20 17 0 0 2 1
Banking book 59 51 53 45 1 0 5 6
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The risk measuring systems are based on a modified vari-
ance-covariance approach or a Monte Carlo simulation. The
latter is used in particular for mapping complex products and
options. Non-linear risks in the currency field, which are of minor
significance at Helaba, are monitored using sensitivity analyses.

Internal model in accordance with the CRR

Helaba calculates the regulatory capital required for the general
interest rate risk using an internal model in accordance with the
CRR. This model, which consists of the risk measurement sys-
tems MaRC? (linear interest rate risk) and ELLI (interest rate
option risk), has been approved by the banking regulator.

Daily MaR of the trading book in financial year 2019
Chart 3

Market risk in the trading book

All market risks are calculated daily on the basis of the end-of-
day position of the previous trading day and the current market
parameters. Helaba also uses the parameters prescribed by the
regulatory authorities for internal risk management. Chart 3
shows the MaR for the trading book (Helaba Bank) for the 2019
financial year. The average MaR for 2019 as a wholewas €21 m
(2018 as a whole: € 19 m), the maximum MaR was €28 m (2018
as awhole: €25 m) and the minimum MaR was €13 m (2018 as
awhole: €14 m). The changes in riskin financial year 2019 stem
primarily from linear interest rate risk and are attributable to a
normal level of reallocated exposures and regular updating of
parameters (volatility, correlations).
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Helaba’s international branch offices plus Frankfurter Bank-
gesellschaft (Schweiz) AG and Frankfurter Sparkasse make the
most recent business data from their position-keeping systems
available to Group headquarters in a bottom-up process so that
consolidated MaR figures can be calculated for the Group.

The market parameters, in contrast, are made available in a
standard form right across the Group in a top-down process.
This arrangement means that risk quantification can be per-
formed not just centrally at headquarters, but also locally at the
sites.
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The summary below shows the average daily MaR amounts for
the trading book.

Average MaR for the trading book in financial year 2019 @ MaRin€m
Ql Q2 Q3 Q4 Total

2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

Interest rate risk 21 13 19 18 14 20 23 17 19 17
Currency risk 0 0 0 0 1 0 0 0 0 0
Equities risk 1 2 1 2 1 1 1 1 1 2
Total risk 23 16 20 19 16 21 24 19 21 19

Number of trading days: 250 (2018: 250)

The annual average MaR for the trading book for Frankfurter
Sparkasse and Frankfurter Bankgesellschaft (Schweiz) AG re-
mains unchanged at € 0 min each case.

Back-testing

Helaba carries out clean mark-to-market back-testing daily for
all market risk types to check the forecasting quality of the risk
models. This involves determining the MaR figure for a holding
period of one trading day with a one-tailed confidence level of
99 % and a historical observation period of one year. The fore-
cast risk figure is then compared with the hypothetical change
in the net value of the trading book, which represents the
change in the value of the portfolio over one trading day for an
unchanged position and on the basis of new market prices. Any
case in which the decrease in the net value of the trading book
exceeds the potential risk figure constitutes a back-testing out-
lier.

Chart 4 shows the back-testing results of the Helaba risk models
for the trading book across all types of market risk in financial
year 2019. No negative outliers occurred (2018: two negative
outliers).

Back-testing for the trading book in financial year 2019
Chart 4

Net change in assets

MaR

The internal model for the general interest rate risk produced
no negative outliers in 2019 in regulatory mark-to-market
back-testing (2018: two negative outliers).
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Stress test programme

A proper analysis of the effects of extraordinary but not unreal-
istic market situations requires the use of stress tests in addi-
tion to the daily risk quantification routine. Various portfolios
are remeasured regularly under the assumption of extreme
market scenarios. Portfolios are selected for stress testing on
the basis of the level of exposure (significance) and the pres-
ence or absence of risk concentrations unless specific banking
regulatory provisions apply. Stress tests are carried out daily
on Helaba’s options book. The results of the stress tests are
included in market risk reporting to the Board of Managing
Directors and are taken into consideration in the limit allocation
process.

Methods available for use in stress testing include historical
simulation, Monte Carlo simulation, a modified variance-cova-
riance approach and a variety of scenario calculations —includ-
ing those based on the main components of the correlation
matrix. Helaba also performs stress tests to simulate extreme
spread changes. The stress tests for market risks are supple-
mented by reverse stress tests and stress tests across risk types
conducted in the course of Helaba’s calculation of risk-bearing
capacity.

Market risk (including interest rate risk)

in the banking book

Helaba employs the MaR approach used for the trading book to
map the market risk in the banking book. The risk figures calcu-
lated using this approach are supplemented with daily reports
from which the maturity structure of the positions taken out can
be ascertained. Regular stress tests with holding periods of be-
tween ten days and twelve months back up the daily risk mea-
surement routine for the banking book.

The quantification of interest rate risks in the banking book is
also subject to regulatory requirements, which stipulate a risk
computation based on standardised interest rate shocks. The
computation examines the effects of a rise and fall of 200 basis
pointsininterest rates in line with the requirements of the bank-
ing regulator. As of the end 0f 2019, such an interest rate shock
would, in the unfavourable scenario, have resulted in a negative
change of € 180 m in the value of the Helaba Group banking
book (31 December 2018: € 501 m). Of this figure, € 182 m
(31 December 2018: € 480 m) is attributable to local currency
and €-2 m (31 December 2018: €21 m) to foreign currencies.
The change compared with the position at the end of 2018 arose
mainly because of the implementation of modified require-
ments imposed by the banking supervisory authorities (includ-
ing EBA Guidelines on interest rate risk in the banking book) in

relation to interest rate risk in the banking book in conjunction
with lower interest rates. Helaba carries out an interest rate
shock test at least once every quarter.

Performance measurement

Risk-return comparisons are conducted at regular intervals to
assess the performance of individual organisational units. Other
aspects, including qualitative factors, are also included in the
assessmentin acknowledgement of the fact that the short-term
generation of profits is not the sole objective of the trading
units.

Liquidity and Funding Risk

Ensuring liquidity so as to safeguard its short-term solvency and
avoid cost risks in procuring medium-term and long-term fund-
ingis a top priority at Helaba, which accordingly employs a com-
prehensive set of constantly evolving tools to record, quantify,
contain and monitor liquidity and funding risks in the internal
liquidity adequacy assessment process (ILAAP). The processes,
tools and responsibilities in place for managing liquidity and
funding risks have clearly demonstrated their value over recent
years in the face of the global crisis in the financial markets and
the resultant turmoil in the money and capital markets. Helaba’s
liquidity was once again fully assured at all times in 2019.

Aliquidity transfer pricing system ensures that all liquidity costs
associated with Helaba’s various business activities (direct fund-
ing costs and liquidity reserve costs) are allocated transparently.
The processes of containing and monitoring liquidity and fund-
ing risks are combined in the ILAAP and comprehensively vali-
dated on a regular basis.

Containment and monitoring

The Helaba Group operates a local containment and monitoring
policy for liquidity and funding risks under which each Group
company has responsibility for ensuring its own solvency, for
potential cost risks associated with funding and for inde-
pendently monitoring those risks. The corresponding condi-
tions are agreed with Helaba Bank. The subsidiaries falling
within the narrow Group companies report their liquidity risks
regularly to Helaba as part of Group-wide risk management, al-
lowing a Group-wide aggregated view. All Group companies are
additionally included in the LCR determination and monitored
in accordance with the CRR.

51



52

A-38

Group Management Report Risk Report

The Bank draws a distinction in liquidity risk management be-
tween short-term and structural liquidity management. Overall
responsibility for short-term solvency and for structural liquidity
management with regard to the funding of new lending busi-
ness (maintaining the balanced medium- and long-term liquid-
ity structure) rests with Asset/Liability Management. The same
unit is also tasked with the central management of the liquidity
buffer for both regulatory purposes (to maintain the LCR) and
for collateral management.

The Risk Controlling unit reports daily on the short-term liquid-
ity situation to the relevant managers and reports monthly in
the Risk Committee on the overall liquidity risks assumed. Re-
porting also includes various stress scenarios such as increased
drawings on liquidity lines, no availability of interbank liquidity
in the financial markets and the possible impact on Helaba of a
significant rating downgrade. The stress scenarios encompass
both factors specific to the bank and broader market influences.
Reverse stress tests are also conducted. Additional ad hoc
reporting and decision-making processes for extreme market
situations are in place.

Short-term liquidity risk

Helaba maintains a highly liquid portfolio of securities (liquidity
buffer) that can be used to generate liquidity as required in
order to assure its short-term liquidity. The current liquidity sit-
uation is managed with reference to a short-term liquidity status
indicator that is based on a proprietary economic liquidity risk
model and is determined daily. The model compares expected
liquidity requirements for the next 250 trading days against the
available liquidity from the liquid securities portfolio. The cal-
culation of the available liquidity includes markdowns to take
into account unexpected market developments affecting indi-
vidual securities. Securities that are used for collateral purposes
(for example repos and pledges) and are thus earmarked for a
specific purpose are deducted from the free liquid securities
portfolio. The same applies in respect of securities maintained
as a liquidity buffer for intra-day liquidity management. The
main currency for short-term liquidity at Helaba is the euro, with
the US dollar also significant.

The short-term liquidity status concept has been chosen to
allow various stress scenarios to be incorporated. The process
involves comparing the net liquidity balance (liquidity needed)
with the available liquidity. The defined limits are five days up

to one year depending on the specific scenario. Monitoring the
limits is the responsibility of the Risk Controlling unit. The util-
isation rate in the most relevant scenario (solvency) was 0 % as
at the reporting date (31 December 2018: 30 %) as a result of
the excellent level of liquidity adequacy. The figure remained at
0% (31 December 2018: 32 %) when Frankfurter Sparkasse was
included. The average utilisation rate in 2019 was unchanged
from the previous year at 3% (2018: 3 %), reflecting the excel-
lent liquidity situation over the course of the year.

Helaba manages short-term liquidity in accordance with the
regulatory LCR requirements in parallel with the economic
model. The two perspectives are integrated through the ILAAP.
The ratio stood at 225% on 31 December 2019 (31 December
2018:126 %).

Money market staff borrow/invest in the money market (inter-
bank and customer business, commercial paper) and make use
of ECB open market operations and facilities in performing the
operational cash planning tasks necessary to ensure short-term
liquidity. Intraday liquidity planning is carried out in the Cash
Management unit.

Off-balance sheetloan and liquidity commitments are regularly
reviewed with regard to potential drawdowns and features of
relevance to liquidity and are integrated into liquidity manage-
ment. Guarantees and warranties are similarly reviewed. Helaba
determines and plans the liquidity to be held available using a
scenario calculation that includes a market disturbance.

A total of € 1.8 bn in liquidity commitments had been drawn
down for the securitisation platform initiated by Helaba as of the
reporting date. This represents an increase of € 0.2 bn as com-
pared with the previous year. No liquidity had been drawn down
from stand-by lines in US public finance business as of the re-
porting date (as was the case at the end of 2018).

Credit agreements, in particular those of consolidated property
companies, may include credit clauses that can result in distri-
bution restrictions or even in the agreements being terminated.
The Group faces no significant liquidity risk even if such a termi-
nation should threaten in individual cases.
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Structural liquidity risk and market liquidity risk

The Asset/Liability Management unit manages the liquidity
risks in Helaba’s commercial banking activities, which consist
essentially of lending transactions including floating-interest
roll-over transactions, securities held for the purpose of safe-
guarding liquidity and medium- and long-term financing, via the
central asset/liability management system (ZDS). Funding risk
is managed on the basis of liquidity gap analyses where liquid-
ity mismatches are limited. The NSFR introduced by the regula-
tor through CRR Il is used for management. The Bank prevents
concentrations of risk from arising when obtaining liquidity by
diversifying its sources of funding. Market liquidity risk is quan-
tified in the MaR model for market risk. A scenario calculation
using a variety of holding periods is carried out. The scaled MaR
suggested no significant market liquidity risk as at 31 December
2019, as was also the case at 31 December 2018. Market liquid-
ity is also monitored on the basis of the margin between bid and
offer prices.

The Board of Managing Directors defines the risk tolerance for
liquidity and funding risk at least annually. This covers the limit
applicable for short-term and structural liquidity risk (funding
risk), liquidity building for off-balance sheet liquidity risks and
the definition of the corresponding models and assumptions.
A comprehensive plan of action in the event of any liquidity
shortage is maintained and tested for all locations.

Non-Financial Risk/Operational Risk

Work on refinement and standardisation in relation to non-fi-
nancial risk began in 2018 in recognition of the increasing
prominence of NFR in risk management. The aim of this work
was to combine operational risk and its existing NFR sub-risk
categories from 2019 in a complete framework for the contain-
ment and monitoring of non-financial risk centred on a compre-
hensive 3-LoD model with a minimum of overlap.

Principles of risk containment

Helaba identifies, assesses, monitors, controls and reports
non-financial risk using an integrated management approach in
accordance with the regulatory requirements.

The containment and monitoring of non-financial risk are seg-
regated at disciplinary and organisational level at Helaba. Risk
management is accordingly a local responsibility discharged by
Helaba’s individual units, which are supervised by specialist
monitoring units with responsibility for sub-categories of non-
financial risk.

The specialist central monitoring units are responsible for the
structure of the methods and processes used to identify, assess,
monitor, control and report the sub-categories of non-financial
risk. The methods and processes used for the risk sub-catego-
ries follow minimum standards that have been specified
centrally to ensure that the framework for non-financial risk is
designed on a standardised basis.

The management of sub-categories of non-financial risk that
form part of operational risk must comply in full with the estab-
lished methods and procedures used for operational risk. This
means that these risks are taken into account appropriately as
part of the quantification of operational risk and, from a struc-
tural perspective, are thus identified, assessed and included in
the calculation of the risk capital amount accordingly. In the case
of sub-categories of non-financial risk that are not covered by
operational risk, these risks are taken into accountin a number
of ways, such as risk exposure markups, safety margins and buf-
fers. Overall, Helaba comprehensively ensures that the sub-
categories of non-financial risk are taken into account in the
risk-bearing capacity/ICAAP of the Helaba Group.

The central Risk Controlling unit is responsible for monitoring
compliance with the minimum standards applicable to the
non-financial risk framework.
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Quantification

Risks are quantified for Helaba Bank, Frankfurter Sparkasse and
Helaba Invest using an internal model for operational risk based
on a loss distribution approach, which takes into account risk
scenarios and internal and external losses to calculate economic
risk exposure. This also includes internal losses and risk scenar-
ios that relate to sub-categories of non-financial risk and form

Operational risks - risk profile

Economic risk exposure

part of operational risk. Such risks include legal risk, third-party
risk, information risk and project risk. The summary below
shows the risk profile as at the end of 2019 for Helaba Bank,
Frankfurter Sparkasse, Helaba Invest and the other companies
of the Helaba Group that are included in risk management at the
level of individual risks.

in€m

Reporting date 31.12.2019 Reporting date 31.12.2018

VaR 99.9 % VaR 99.9 %
Helaba Bank 217 229
Frankfurter Sparkasse, Helaba Invest and other companies included
in risk management at the level of individual risks 88 94
Total 305 323

The analysis as at the reporting date using the economic inter-
nal perspective for the calculation of risk-bearing capacity
shows an economic risk exposure of € 305 m (31 December
2018: €323 m) for the Group from operational risk. The fall in
this figure can be traced essentially to the updating of the risk
scenarios.

Documentation system

The documentation system lays down details of the internal
control procedures and the due and proper organisation of busi-
ness. The defined framework for action is marked outin the doc-
umentation system in the form of regulations governing activi-
ties and processes.

Clear responsibilities have been defined within Helaba for the
creation and continuous updating of the various components of
the documentation system. The Process Management depart-
ment assists the specialist units responsible for the activities
and processes to create and publish the regulations.

Legal risk

The Legal Services unit is responsible for monitoring legal risks.
It is represented on the Risk Committee of the Bank with an
advisory vote and reports on the legal risks that have become
quantifiable as ongoing or imminent court proceedings involv-
ing the Bank or its subsidiaries.

The legal aspects of major undertakings are coordinated with
the Legal Services unit. Legal Services provides specimen texts
and explanations for contracts and other declarations with par-
ticularlegal relevance where expedient as a contribution to pre-
ventive risk management. The lawyers of the Legal Services unit
have to be involved in the event of any deviations or new rulings.
If the services of external legal experts are sought eitherin Ger-
many or elsewhere, their involvement in principle proceeds
under the management of Legal Services.

The Legal Services unit drafts agreements, general business
conditions and other relevant legal declarations as part of its
legal counselling support services in co-operation with the other
units of the Bank. The Legal Services unit is involved in the ex-
amination and negotiation of any legal texts submitted by third
parties.

If any mistakes or unexpected developments detrimental to the
Bank are encountered, the lawyers help to identify and remedy
the problems and avoid any recurrence in future. They assume
responsibility for examining and evaluating events for factors of
particular legal significance and conduct any proceedings
launched. This applies in particularin respect of countering any
claims asserted against the Bank.
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The Legal Services unit monitors current developments in case
law for the Bank and analyses potential impacts on the Bank.

Legal Services reports on legal risks by making submissions to
the Board of Managing Directors, documenting ongoing and
imminent court proceedings and coordinating on a formalised
basis with other units.

Third-party risk — outsourcing

Outsourcing Governance defines the framework for the moni-
toring and containment of Helaba’s outsourcing arrangements,
including the associated roles and responsibilities. The actual
monitoring and containment of outsourcing arrangements is
performed directly by the relevant Local Sourcing Management
(LSM) function. Central Sourcing Management defines the
framework for the operational implementation of containment
and monitoring. This includes developing and regularly updat-
ing methodologies and tools. Central Sourcing Management
monitors the local implementation and application of the meth-
ods and procedures for local sourcing management as the
central supervisory authority. Central Sourcing Management
additionally provides executive management with a regular con-
solidated report on outsourcing arrangements in place. The
overarching objectives, scope and guiding principles applicable
within the scope are set out in Helaba’s outsourcing strategy.

Information risk

Helaba’s defined information security strategies and regula-
tions provide the foundation for an appropriate level of security
and for the secure utilisation of information processing. The
level of information security maintained and the extent to which
it is appropriate given the applicable circumstances are moni-
tored and refined continuously through the information security
management system (ISMS).

The identification and reporting of information risks can be
triggered by various upstream processes. These processes are
intended to ensure that discrepancies in relation to the require-
ments are identified (allowing risks to be detected at an early
stage) and that appropriate actions to minimise these risks are
defined and implemented. Associated documents are updated
and refined on a reqgular basis.

Helaba also actively manages information risk (IT, non-IT and
cyber risk). Information risk and the associated security mea-
sures and checks are reviewed, periodically and on an ad hoc
basis, monitored, and contained to this end. The Bank thus takes
proper account of all three aspects of information security —

availability, integrity (which includes authenticity) and confiden-
tiality —in order to avoid any detrimental impact on its ability to
operate.

Business continuity management

Helaba’s units and branch offices have drawn up business con-
tinuity plans for the critical business processes as part of busi-
ness continuity management activities. These business conti-
nuity plans are subject to tests and exercises to verify their
effectiveness and are updated and enhanced on a regular basis
to ensure that emergency operation and the restoration of nor-
mal operation both proceed properly.

Where IT services are outsourced to or procured from external
service providers, the related contractual documents contain
provisions relating to preventive measures and measures
to limit risks. Specialist units of Helaba work together with IT
service providers to conduct regular tests of the documented
procedures for safeguarding operation and the technical resto-
ration of data processing.

Accounting process

The objective of Helaba’s internal control and risk management
systemin relation to the accounting process is to ensure proper
and reliable financial reporting. The Helaba Group’s accounting
process involves individual reporting units that maintain
self-contained posting groups and prepare local (partial) finan-
cial statements in accordance with HGB and IFRS. Helaba’s re-
porting units comprise the Bank (Germany), the branch offices
outside Germany, LBS, WIBank, all consolidated companies and
sub-groups and all companies and sub-groups accounted for
using the equity method.

Helaba’s Accounting and Taxes unit consolidates the partial fi-
nancial statements from the reporting units to produce both the
single entity financial statements under HGB and the consoli-
dated accounts under IFRS. Accounting and Taxes also analyses
and prepares the closing data and communicates it to the Board
of Managing Directors.

55



56

A-42

Group Management Report Risk Report

The components of the internal control and risk management
system for the purposes of the accounting process are as fol-
lows:

= Control environment

= Risk assessment

= Controls and reconciliations

= Monitoring of the controls and reconciliations
= Process documentation

= Communication of results

The components of Helaba’s control environment for the
accounting process include appropriate staffing of the units
involved, in particular Accounting and Taxes, with properly qual-
ified personnel. Regular communication ensures that the indi-
vidual employees receive all of the information they need for
their work promptly. Any failures that occur despite all of the
checks in place are addressed and remedied in a defined pro-
cess. The IT system landscape used in the accounting process
is subject to IT security strategies and rules that ensure compli-
ance with the German generally accepted accounting principles
(GoB)/German principles for the proper maintenance and ar-
chiving of books, records and documents in electronic form and
for data access (GoBD).

Helaba focuses primarily on the probability of occurrence and
the extent of any potential error when assessing risks in the
accounting process. The impact on the closing statements (com-
pleteness, accuracy, presentation, etc.) should the risk eventu-
ate is also assessed.

The accounting process includes numerous controls and recon-
ciliations in order to minimise its risk content. Extensive IT-
based controls and reconciliations are used in addition to the
control measures (including the double verification principle)
applied to ensure the accuracy of manual operations such as
data entry and calculations. These IT-based controls include
mechanisms for subsidiary ledger/general ledger reconciliation
checks and HGB/IFRS consistency checks. The controlling and
reconciliation processes are themselves monitored by means of
statistical evaluations for the reconciliations and reviews of in-
dividual validation measures. Internal Audit is involved in the
controlling process and carries out regular audits of accounting.

The procedure to be followed in accounting is set out in a num-
ber of different complementary forms of documentation.
Accounting policies for HGB and IFRS define stipulations for the
accounting methods to be used and also contain provisions on
group accounting. The latter relate in particular to the parent
company of the Group and the sub-groups included. Rules con-

cerning organisational factors and the preparation process are
included in addition to the stipulations on approach, measure-
ment, reporting and disclosure requirements that apply
throughout the Group. The individual reporting units have direct
responsibility for incorporating stipulations in varying degrees
of detail concerning the procedure to be applied in the various
processes and subprocesses followed in the preparation of the
financial statements. Accounting policies and procedures are
accessible to employees at all times via the Bank’s intranet.

Accounting and Taxes performs analytical audit steps on the
results of financial reporting (the closing figures determined).
This entails plausibility checking the development of the figures
over the course of the year. The closing figures are also cross-
checked against planning outputs, expectations and extrapola-
tions based on business progress. Finally, the figures are
checked for consistency with analyses prepared independently
elsewhere within Helaba. Primary and deputy responsibilities
are assigned for this purpose at Group level for each reporting
unit and each entry in the Notes. The figures are discussed reg-
ularly with the Board of Managing Directors following this pre-
liminary analysis and validation.

Tax-related risk

Errors in operating procedures and processes that impact on
legally required financial accounting and reporting can also have
a bearing on tax matters in certain circumstances. The general
requirements for the design of risk-related operational pro-
cesses at the Bank and the special requirements from the inter-
nal control and risk management system for the accounting
process apply in respect of activities involving procedures and
processes with particular risk potential and to reduce the risk of
errors. Banking business can also give rise to tax-related risk if
the applicable tax laws are not properly observed in proprietary
and customer business. The Bank additionally operates a tax
compliance management system (TCMS) to ensure that Helaba
always complies properly with its tax obligations and that rep-
utation risks are avoided as far as possible in this connection.
The TCMS, which has been designed to take into account legal
and business management principles, focuses on compliance
with tax regulations and the avoidance of tax-related risk. The
identification, containment and monitoring of tax-related risk
based on a 3-LoD model are a cornerstone of the TCMS. Risk-
focused tasks, procedures and control requirements form an
integral part of the Bank’s operating business processes along
with continuous monitoring. The TCMS also extends to the
foreign branches.
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The overarching objectives and principles are set outin Helaba’s
tax strategy, which forms an integral part of the business
strategy.

The ‘Taxes’ department is responsible for the system of tax-re-
lated instructions (process cluster tax processes), which also
regulates the over-arching tax-related control requirements.
Central monitoring in the TCMS is performed by the ‘Taxes’
departmentin conjunction with tax compliance coordinators in
the individual departments.

Areporting system covering the regular submission of informa-
tion on tax-related risk has been established as part of the
TCMS.

Other Risk Types

Business risk

Risk containment in respect of business risks encompasses all
of the measures implemented in order to reduce, limit and avoid
risks and to keep intentional risk exposure compliant with the
risk strategy and the specified limits adopted by the Board of
Managing Directors. Operational and strategic risk containment
is the responsibility of the Bank’s front office units and the man-
agement of the respective equity investments. The Risk
Controlling unit quantifies business risks for the purposes of
calculating risk-bearing capacity and analyses any changes.

The analysis as at the 31 December 2019 reporting date under
the economic internal perspective for the calculation of
risk-bearing capacity indicates that business risks increased
slightlyto €160 min the year to 31 December 2019 (31 Decem-
ber2018: €156 m).

Real estate risk

The Portfolio and Real Estate Management division handles risk
containment for the real estate projects and real estate lending
portfolios together with the Group companies. Risk containment
encompasses all of the measures implemented in order to re-
duce, limit and avoid risks and to keep intentional risk exposure
compliant with the risk strategy and the specified limits adopted
by the Board of Managing Directors. The Risk Controlling unit’s
activities in relation to real estate risks focus on risk quantifica-
tion and risk monitoring. Risk quantification includes determin-
ing the capital necessary to ensure that risk-bearing capacity is
maintained.

The analysis as at the reporting date under the economic inter-
nal perspective shows a risk of € 159 m (31 December 2018:
€112 m)from real estate projects and real estate portfolios. This
increase in the risk figure stems primarily from model adjust-
ments. These risks continue to be fully covered by the expected
income from the associated transactions.

Summary

The controlled acceptance of risks plays a central role at Helaba
in the management of the company. We accept and manage risks
on the basis of our comprehensive risk identification, quantifi-
cation, containment and monitoring system. Although they are
already very highly evolved and satisfy all statutory and super-
visory requirements, we refine our methods and systems
continuously. Our fundamental organisational principles putin
place the structures necessary to ensure successful implemen-
tation of the risk strategy defined. Helaba, in conclusion, has at
its disposal a stock of proven and effective methods and sys-
tems with which to master the risks it chooses to accept.
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Non-Financial Statement

Under section 340i (5) of the German Commercial Code
(Handelsgesetzbuch — HGB), Helaba is under an obligation to
prepare a non-financial statementin which it describes the main
effects of its business activities in certain non-financial areas
(environmental, social and employee concerns, respect for
human rights and the prevention and combating of bribery and
corruption).

In a structured analysis process, the subjects credit finance,
asset finance, provision of financial services, residential man-
agement, anti-corruption, employer branding and employee
retention were identified as being material to Helaba’s business
activity. The concepts described here generally apply to the
Group. If there is any variation from basic principle, this is indi-
cated separately in the text.

In preparing the non-financial statement, Helaba used the
German Sustainability Code (DNK) as orientation, and also put
together a “DNK Declaration of Conformity” featuring the Global
Reporting Initiative (GRI) indicators used in the code. Helaba pro-
vides comprehensive reports online on its sustainability activities
(nachhaltigkeit.helaba.de). The declaration of conformity in
accordance with the DNK can also be accessed on this website.

In the year under review and on the date of the report, and tak-
ing into account the risk management process at Helaba (net
method), no material risks have been identifiable that have had
or are very likely to have a serious negative impact on the areas
specified above.

The statements in the non-financial statement have been sub-
ject to a voluntary external business management audit in
accordance with ISAE 3000 (Revised) in which limited assurance
is provided by an independent auditor. References to details
outside the management report represent additional informa-
tion and do not form an integral part of the non-financial state-
ment or the management report.

Business Model and Sustainable
Business Orientation

Helaba is a public-law credit institution with a mandate to op-
erate in the public interest and has always embraced environ-
mental and social responsibility, in addition to financial consid-

erations, as part of its fundamental identity. The business model
enjoys strong regional roots and has a long-term focus. Helaba
operates mainly in Germany, but also has a presence in selected
international markets. Key features of Helaba’s strategy are a
conservative risk profile, close interconnection with the real
economy and integration into the S-Group. Helaba’s business
model is described in detail in the section “Basic Information
About the Group”.

With a view to minimising negative effects on the environment
and society and preventing reputational risk, Helaba has drawn
up guiding sustainability principles applicable for the Group.
These principles include standards of conduct approved by the
Board of Managing Directors for business activities, business
operations, employees and corporate social responsibility.
Helaba’s corporate values under the tagline “Values with im-
pact” underline its aspirations to make a positive contribution
to society and to strengthen Germany as a business location
over the long term.

As part of Helaba’s strategic agenda, the objective of the “Helaba
in Bewegung” corporate culture transformation process
launched in 2017 is to position Helaba in the market on a long-
term viable basis and, to this end, to achieve targeted growth,
establish future-proof processes and generate enhanced
efficiency. As part of the project “Scope — Growth through Effi-
ciency”, which was launched at the end of April, Helaba is creat-
ing a new organisational structure at the end of the first quarter
of 2020 in order to slim down the management levels, reduce
interfaces and optimise processes. The basis for the success of
this transformation is the refinement of the corporate culture,
key features of which are mutual trust and more individual
responsibility. Against this backdrop, particular importance is
being attached to employee concerns and human resources
development.

Helaba has also signed up to the Ten Principles of the UN Global
Compact. With this step, the Bank recognises international stan-
dards for environmental protection, human and labour rights,
and anti-corruption measures. At both national and interna-
tional levels, Helaba applies the Universal Declaration of Human
Rights and the Declaration on Fundamental Principles and
Rights at Work issued by the International Labour Organization
(ILO) as overarching principles for all its business activities.
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Responsible Business Practices and
Social Value Proposition

There is an impact on environmental, social and human rights
issues from Helaba’s business activities as a bank, from the
management of the assets of institutional investors at the
Helaba Invest subsidiary, from the housing portfolios of the
GWH subsidiary in the real estate business, and from the private
customer business operated by the subsidiary Frankfurter Spar-
kasse.

Helaba does not believe it has any material impact on the envi-
ronment from its business operations in office buildings and its
ecological footprint. Nevertheless, Helaba is committed to
reducing this ecological footprint on a continuous basis. For
example, Helaba’s main office building (MAIN TOWER) is offi-
cially designated as a sustainable and energy-efficient building,
having received platinum certification — the highest category
available - in accordance with Leadership in Energy and Envi-
ronmental Design (LEED) standards. Helaba relies on electricity
generated from renewable sources for over 90 % of its electric-
ity needs in office buildings. Helaba regularly monitors environ-
mental key performance indicators in relation to its operations
and publishes the results transparently on its website.

It also uses a risk-based approach when outsourcing activities
and processes. In Helaba’s opinion, its supply chain has no ma-
terial impact on human rights. In a further measure to ensure
this is actually the case, Helaba requires all of its suppliers to
accept its code of conduct as part of which it is mandatory for
suppliers to document that they respect human rights.

Credit finance

Lending business is Helaba’s core activity. There is a risk that
businesses or projects financed by Helaba could have negative
effects on the environment or society. At the same time, Helaba
is making best efforts, as part of its risk management system,
to minimise environmental, social and governance (ESG) risks,
including the transitional and physical risks caused by climate
change, that may arise from its financing activities.

In 2017, Helaba therefore developed sustainability and exclu-
sion criteria forlending. These criteria have been integrated into
the existing risk process and risk containment activities and
apply throughout the Group. Accordingly, it has been set outin
the specific risk strategy for default risk that it is prohibited to
consciously finance projects that could have a serious detrimen-
tal environmental or social impact. This includes, butis not lim-
ited to, violations of human rights, the destruction of cultural

assets, infringements of employee rights, and environmental
damage such as the destruction of the natural habitats of threat-
ened species.

These overarching principles are complemented by sector-spe-
cificrequirements applicable to sectors exposed to heightened
ESG risk. Specific criteria have been adopted for the following
sectors: energy, coal-fired power plants, dams and hydroelectric
power plants, nuclear power plants, mining, oil and gas, agricul-
ture and forestry, paper and pulp, and armaments. This ensures
that the funding of activities with heightened ESG risk, such as
fracking or the extraction of oil from tar sands, is ruled out.
In 2020, Helaba will increase its efforts to withdraw from involve-
ment with fossil fuels and will not enter into any new exposures
directly connected with the value chain for power station coal
(coal mining and coal-based power generation). What is more,
itis stepping up its positive involvement in projects relating to
climate change by financing energy-efficient and environmen-
tally friendly technologies as well as renewable energy sources.
The sustainability criteria for lending are published on Helaba’s
website and are therefore also visible to market players.

Helaba reviews its risk strategies annually and will adjust or ex-
pand sustainability criteria as required. For example, it was de-
cided in the 2019 updating process to include gambling and
pornography as new review criteria from 2020 and to specify
compliance with the OECD recommendations on environmental
and social due diligence (the OECD Common Approaches) as a
mandatory requirement for all export finance.

The containment of default risk is integrated into the risk man-
agement system used throughout the Group. The basis is a
comprehensive and universal risk strategy derived from the
business strategy. This risk strategy was drawn up on a binding
basis in accordance with the German Minimum Requirements
for Risk Management (Mindestanforderungen an das Risiko-
management — MaRisk). The Board of Managing Directors is
responsible for all of the risks to which Helaba is exposed as well
as for ensuring compliance with the risk strategy and execution
of risk management throughout the Group.

Institutional asset management

As an asset manager for institutional investors, Helaba Invest
manages sustainability-related portfolios and offers customised
solutions for investors. As at 31 December 2019, Helaba Invest
had assets under management of €124.6 bn in special funds for
institutional investors and retail funds. This figure included
assets of €11.3 bn specifically relating to sustainability criteria,
equating to a ratio of 9.1 %.
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Helaba Invest is a member of the German Investment Funds
Association (BVI) and recognises this association’s code of con-
duct. The code of conduct, which was extended in 2016 to in-
clude guidelines on socially responsible investing, reinforces
the acceptance of corporate social responsibility by fund man-
agers on the basis of ESG criteria. It therefore takes into account
investor interests faced with practices amounting to market
abuse, fair investor treatment with clear and understandable
information, and rules for improving corporate governance.
Helaba Invest has also pledged to uphold the BVI code of con-
duct for sustainable real estate portfolio management.

Helaba Invest is a signatory to the UN Principles for Responsible
Investment and to the Carbon Disclosure Project (CDP). The
company includes environmental, social and governance factors
in its investment approaches and products. In an initial step,
Helaba Invest rolled out ESG screening in 2019 for its retail eq-
uity funds. As part of the screening, it examines all investment
securities to determine the extent to which they comply with
international sustainability standards and conventions, such as
the principles of the UN Global Compact. Since 2019, Helaba
Invest has also been offering a number of fund products that
encompass various aspects of sustainability in the form of
ethical standards, risk management and climate-related issues.

In addition, Helaba Invest offers its customers separate sustain-
ability reports. The main components of these reports are
screening and an analysis of funds according to ESG criteria.
Investors can also take ESG criteria into account in the invest-
ment process as part of investment compliance monitoring.

Provision of financial services

Within the Helaba Group, private customer business is primarily
conducted by Frankfurter Sparkasse. Frankfurter Sparkasse’s
Charter specifies that its mission is to promote saving and other
forms of wealth accumulation and to satisfy the demand for
credit atlocal level. As the regional market leader in private cus-
tomer business with the biggest branch network in Frankfurtam
Main, Frankfurter Sparkasse has significant influence over the
provision of financial services in its territory. It discharges its
responsibility for the provision of access to financial services and
meets its mandate to operate in the publicinterest by ensuring
it has a broadly based presence in the territory, comprising 73
branches and advice centres, more than 20 self-service banking
centres and around 200 automated teller machines (ATMs).

Frankfurter Sparkasse recognises financial inclusion as a key
component of its mandate to operate in the public interest.
To ensure that access to banking services is available to all sec-
tors of the population, particularly economically and socially

disadvantaged customers, Frankfurter Sparkasse offers various
types of basicaccount. As at 31 December 2019, customers held
1,461 basic accounts (31 December 2018: 1,328). Frankfurter
Sparkasse makes it easier for the blind and visually impaired to
access its services by ensuring that each of its physical branches
has at least one ATM with a headphone socket. The online
branch of the Frankfurter Sparkasse offers completely barrier-
free access to its media operations, too.

Frankfurter Sparkasse pursues a business policy that is consis-
tently focused on customer needs. Regular sales staff training
sessions are held, covering the sales philosophy of the Spar-
kassen-Finanzgruppe and the implementation of guidelines and
laws with a consumer focus. Frankfurter Sparkasse believes that
it is of fundamental importance to ensure that the advice pro-
vided for customers is of high quality. For this reason, for exam-
ple, quality targets are used as the basis for up to 40 % of the
measurement of customer advisor performance; these targets
include customer satisfaction requirements. In the case of both
retail and corporate customers, regular surveys and annual
meetings are used to measure customer satisfaction; the results
are used to specify targets. In addition, within the framework of
the S-Group Concept in Hesse and Thuringia, reports on cus-
tomer satisfaction are submitted to the S-Group bodies and the
S-Group strategy is used to determine action plans and targets.

Residential management

GWH Immobilien Holding GmbH leases out and/or manages
some 50,000 homes in its real estate business and therefore
holds significantinfluence over environmental and social issues.
The objectives it pursues are to provide high-quality, affordable
homes for broad sections of the population and to reduce the
detrimental effects of real estate on the environment. GWH is
investing on a targeted basis in its existing housing stock and
new construction projects to meet the rising demand for hous-
ing, particularly in urban centres such as the Rhine-Main and
Rhine-Neckar regions. For example, 280 homes for rent were
completed in 2019. GWH also provides local help and advice
offices to maintain a trusting relationship with its tenants.

From an environmental perspective, GWH has established pro-
cesses aimed at continuously optimising the energy and carbon
footprint of its residential buildings. For example, it invests on
an ongoing basis in improved insulation and more energy-
efficient windows in its housing portfolio and uses its own
energy service provider (Systeno GmbH) to ensure that more
than one third of its homes are supplied with heating energy
from energy-efficient combined heat and power (CHP) genera-
tion and renewable energy sources. It regularly checks that
these activities have been successful by measuring the savings
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achieved in CO, emissions. According to the latest evaluations,
the total energy consumptionin 2018 of 412,141 MWh was re-
duced by approximately 1.21 % as a result of heat insulation
improvements and the modernisation of heating systems, sav-
ing 1,008 tonnes of CO, (previous year: 1,272 tonnes of CO,).
The slight fall in CO, savings compared with the previous year
was mainly due to the fact that efficiency gains had already
largely been exhausted. In the last two years, around 90 % of
the residential units have received new energy certificates.
At 123 kWh/m?2/a (previous year: 124), the average energy
consumption of GWH’s residential properties is well below the
German average of around 169 kWh/m?2/a (last available value
for 2015) as published by the nation’s energy agency. Around
26 % of living space falls under energy efficiency classes A+ to
C, 61 % under classes D to E and approximately 13 % under
classes F to H.

In addition to environmental effects, social issues are also of
significance for tenants. Among other things, GWH is involved
in major housing schemes with wide-ranging sociocultural pro-
files. Around 20 % of the homes provided by GWH are rent-con-
trolled (subsidised); around 30 % of the homes are located in
areas subject to special neighbourhood management from a
social perspective. The objective of the neighbourhood man-
agement scheme is to implement a range of measures aimed at
improving the residents’ quality of life and quality of living, as
well as bringing about a degree of social equality. For instance,
GWH makes premises available for social outreach purposes,
including youth support schemes and community centres, and
takes part in social projects. It supports housing development
residents by setting up help and advice offices, finding local
caretakers, and employing welfare officers as points of contact.

Combating Bribery and Corruption

Itis afundamental principle at Helaba that the Group will com-
ply at all times with laws and regulations at local, national and
international levels. The risk that legal provisions could be
breached is considered legal risk and is managed as part of
operational risk (see Risk Report).

In view of the nature of banking business, the prevention of
criminal economic activity through a compliance management
system with a preventive focus is of key importance at Helaba
in this context. One of the measures taken by Helaba is to set
up the independent functions of the Money Laundering and
Fraud Prevention Compliance Office, which acts as the central
authority within the meaning of section 25h KWG; these func-
tions are being constantly updated with the involvement of the

branches and the relevant subsidiaries. The tasks of this office
include the development and implementation of internal prin-
ciples and adequate transaction- and customer-related safe-
guards and checks to prevent money laundering, the funding
of terrorism, and other criminal acts such as fraud and bribery.

Any kind of active or passive corruption is prohibited at Helaba.
This is laid down in the code of conduct, which serves as an
overarching set of guidelines and framework of principles for
all employees. Procedures and the company regulations set out
binding rules and regulations and offer support for a wide
variety of activities, including the handling ofinducements and
action to be taken if criminal economic activity is suspected, to
ensure that business decisions are taken objectively and trans-
parently on the basis of a clear fact-based rationale. As part of
the regulatory requirements, Helaba holds regular training
sessions, and it is mandatory for employees to attend these
events every three years at least.

A whistleblowing system is in place, enabling any employee to
report potentially unlawful transactions. Any employee in the
Group can contact an external ombudsperson via a range of
communications channels (web portal, postal mail, telephone),
either anonymously or safe in the knowledge that their identi-
ties will not be disclosed.

As part of the preventive approach, an annual Group risk anal-
ysis report is prepared and submitted to the Board member
responsible for these activities, the Board of Managing Direc-
tors as awhole and the Supervisory Board. In addition, Internal
Audit conducts an independent assessment of risk manage-
ment and the checks every year; it reports to the Board of
Managing Directors on the efficiency of tools and compliance
with them. In 2019, no corruption proceedings were notified to
Helaba.

Appreciative Corporate Culture and
Sustainable HR Activities

The knowledge and experience of employees is key to the long-
term successful performance of Helaba as a provider of special-
ised financial services in a dynamic and complex market envi-
ronment. The ability to adapt rapidly to changing market
circumstances and customer requirements combined with in-
novative strength is becoming increasingly importantin finding
a competitive edge. The challenge for Helaba is mainly to pres-
ent itself as an attractive employer for those who want to be
actively involved in shaping this change process.
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Attractive employer and employee professional
development

Helaba is endeavouring to attract, develop and retain over the
long term highly-qualified and motivated specialists, managers
and high-potential trainees so that it can continue to address
the ongoing regulatory changes, the advances in digitalisation
in the financial sector and the issues presented by demographic
change. To safeguard the availability of employee skills over the
long term, Helaba is focusing on dialogue and feedback in ad-
dition to formal job descriptions. For example, managers make
use of the annual appraisal meetings to make sure there is
clarity about tasks and performance expectations, set targets,
assess performance, and identify and discuss development po-
tential or personal need for change.

Helaba provides a range of in-house services aimed at training
and professional development to ensure that employee skills
and qualifications are maintained and expanded. For example,
itinvested €4.8 min 2019 in employee skills development. All
employees can access a needs-based range of internal seminars
covering professional, personal, social and methodological de-
velopment. Employees can also make use of external training
services; sponsored opportunities in the form of work and study
programmes or courses leading to professional qualifications
are also available.

Helaba focuses particularly on young talent. It offers training
courses and trainee programmes, thereby fulfilling its socially
responsible role of enabling school-leavers and university grad-
uates to start their careers. Helaba provides training at the
Frankfurt, Erfurt and Kassel sites. In 2019, 19 women and
24 men started their training at Frankfurter Sparkasse. Frank-
furter Sparkasse is therefore the largest provider of training
places in the banking sector in the Rhine-Main region. After a
few years of vocational experience, high-potential individuals
have the opportunity to undertake professional development at
Helaba based on their strengths and areas of learning; since
2019, they have been able to receive systematic preparation for
future tasks with increased responsibility as part of the “Nauta”
programme for high-potential employees, which has been spe-
cially developed for Helaba.

Occupational health management at Helaba is designed to
maintain the physical and mental well-being of employees by
focusing on preventive measures, nurture an awareness of the
need for a healthy lifestyle and improve quality of life. Events,
presentations and seminars provide regularinformation for em-
ployees on health issues such as healthy eating, physical activ-
ity in day-to-day office work and avoiding workplace stress.
A comprehensive company sports programme is provided to
help employees maintain their physical fitness. Since 2019, an
employee assistance programme including a qualified counsel-
ling service has been available for employees facing challenging
personal or professional circumstances. Employees can make
use of this service if they have professional, family, health or
other personal issues, for example in connection with arranging
child care, help at home or care for relatives requiring support
and assistance.

Corporate culture and new work

Demographic change and the associated processes of social
change are presenting new challenges for the world of work and
require new strategies for the workplace. Helaba is opening up
opportunities for mobile, agile working in a programme with the
tagline “NewWork@Helaba”, which involves the planned relo-
cation of approximately half of the employees of Helaba Bank in
2020 to a new, state-of-the-art office building at the Offenbach
site.

As part of the “Helaba in Bewegung” transformation process,
the working environment at Helaba going forward will the
characterised by faster decision-making processes, individual
responsibility, self-organisation and proactive learning. The
transition from traditional to forward-looking office landscapes
represents a comprehensive change for employees. New space
concepts require different types of leadership, managementand
collaboration. The objective is therefore to create a sound un-
derstanding of the new office and working environment and
eliminate uncertainties about the new approach. The planis to
ensure that the process is supported by employees specially
trained as change agents.
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Life-stage model and diversity management

Employees have differing requirements as far as their working
arrangements are concerned, depending on their personal sit-
uation and stage of life. The life-stage model introduced in 2019
provides a framework for employees at different stages in their
professional careers and is thus intended to increase Helaba’s
appeal as an employer. The model sets out the types of support
available to employees at each of the stages in their lives and
shows how employees can plan their own development in
co-operation with their managers. The initial range of services
is already in place with plans for further expansion. New addi-
tions in 2019 were the “Nauta” programme for high-potential
employees, the “HOPS” job-shadowing scheme to promote net-
working and information-sharing between employees through-
out the process chains and the “Helaba Connect” mentoring
programme, which encourages the sharing of knowledge and
experience across generations and corporate units and which
will be extended to all employees from 2020.

Diversity in the Helaba workforce, key figures

Helaba has signed both the Diversity Charter and the UN Global
Compact and established key principles in its code of conduct,
underlining its commitment to a working environment without
discrimination in which the diverse skills and capabilities of em-
ployees are properly valued. With a view to becoming more suc-
cessfulin providing equality of opportunity in HR development,
selection and appointments, Helaba attaches particularimpor-
tance to the greater advancement of women and to the devel-
opment of HR tools that are differentiated by age in order to
make the most of the potential presented by all employees and
exploit the long-term prospects available in the Group. To this
end, a diversity management programme has been set up; it
offers an open platform for discussion and information-sharing
on the topics of gender, age and integration in the Bank. The
activities included in the life-stage model are intended to elim-
inate potential structural constraints and help both women and
men equally in their efforts to achieve their professional goals.
Newly introduced HR tools in 2019 also included professional
development seminars and a mentoring programme specifically
designed for women.

31.12.2019 31.12.2018 31.12.2017
Proportion of women 47.8% 48.1% 47.8%
Proportion of female managers 21.8% 22.0% 22.0%
Proportion of women on the Board of Managing Directors (Helaba Bank) 0.0% 0.0% 0.0%
Proportion of women on the Supervisory Board (Helaba Bank) 29.4% 23.3% 222%
Proportion aged >50 48.4% 44.9% 42.3%
Proportion aged 30-50 45.7% 46.9% 50.3%
Proportion aged <30 8.0% 8.2% 7.4%
Proportion of employees with disabilities (as defined by s. 2 SGB IX) 6.1% 59% 5.6%
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Outlook and Opportunities

Basic principles under employment law and
remuneration policy

Around 95 % of employees work in Germany. Relevant employ-
mentlaw and health & safety provisions are a fixed integral com-
ponent of the internal rules, regulations and processes. Some
95 % of employees have a permanent employment contract.
As provided forin the Hessian Act concerning Personnel Repre-
sentation (HPVG), the Human Resources Council (HRC) rep-
resents the interests of the employees and monitors compliance
with the regulations intended to protect these interests. As the
representative body, the Human Resources Council is the first
point of contact for senior management in all matters concern-
ing employees. The General Human Resources Council at Helaba
is supported by personnel representative bodies at individual
sites and at Frankfurter Sparkasse and by the body representing
young trainees and the severely disabled. The Human Resources
Council takes part in activities at Helaba on the basis of co-
determination, involvement and consultation, primarily in rela-
tion to organisational, personnel and social matters.

Helaba’s remuneration strategy and remuneration principles set
out the relationship between business strategy, risk strategy
and remuneration. The remuneration for around 60 % of em-
ployees is collectively agreed, with the pay for more than 80 %
of this proportion being set under the collective agreement for
public-sector banks. Remuneration for the remaining 40 % or
sois not subject to a collective salary agreement. The remuner-
ation systems for the employees and the Board of Managing
Directors of Helaba and Frankfurter Sparkasse satisfy the
requirements specified in the German Regulation on the Super-
visory Requirements for Institutions’ Remuneration Systems
(IVV) and are published annually in the form of a separate report
(remuneration report pursuant to section 16 IVV) on Helaba’s
website (www.helaba.com).

Overall, a low employee turnover rate of 3.6 % (departure initi-
ated by the employee), an average period of service of 14.9 years
and alow absenteeism rate of 4.6 % (absence caused by illness
as evidenced by a doctor’s certificate) are testimony to a high
degree of satisfaction and significant employee commitment.
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Consolidated Financial Statements Consolidated Income Statement
Consolidated Statement of Comprehensive Income

Consolidated Income Statement

for the period 1 January to 31 December 2019

2019 2018 Change
Notes in€m in€m in€m in%
Net interestincome (4) 1,191 1,072 119 11.1
Interestincome 3,951 3,525 426 12.1
thereof: Calculated using the
effective interest method 2,421 2,311 110 4.8
Interest expenses -2,760 —-2,453 -307 -125
Loss allowances (5) -86 45 -131 >-100.0
Net interest income after loss allowances 1,105 1,117 -12 -1.1
Dividend income (7) 18 36 -18 -50.0
Net fee and commission income 8 395 349 46 13.2
Fee and commission income 514 464 50 10.8
Fee and commission expenses -119 -115 -4 -3.5
Net trading income 9) 80 32 48 >100.0
Gains or losses on other financial instruments
mandatorily measured at fair value through profit or loss (10) 194 21 173 >100.0
Gains or losses on financial instruments designated
voluntarily at fair value (11) -146 -8 -138 >-100.0
Net income from hedge accounting (12) 15 - 15 -
Gains or losses on derecognition of financial instruments
not measured at fair value through profit or loss (13) 8 6 2 333
thereof: From financial assets
measured at amortised cost 1 1 - -
Share of profit or loss of equity-accounted entities (14) 24 13 11 84.6
Other net operating income (15) 361 328 33 10.1
General and administrative expenses (16) -1,394 -1,374 -20 -15
Depreciation and amortisation (17) -127 =77 -50 -64.9
Profit before taxes 533 443 90 20.3
Taxes on income (18) -53 -165 112 67.9
Consolidated net profit 480 278 202 72.7
thereof: Attributable to non-controlling interests 2 2 - -
thereof: Attributable to shareholders of the parent 478 276 202 73.2
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Consolidated Statement of
Comprehensive Income

for the period 1 January to 31 December 2019

2019 2018 Change
in€m in€m in€m in%
Consolidated net profit according to the
consolidated income statement 480 278 -418 >-100.0
Items that will not be reclassified to
the consolidated income statement: -173 5 -178 >-100.0
Remeasurement of net defined benefit liability -293 10 -303 >-100.0
Change in fair value of equity instruments
measured at fair value through other comprehensive income -9 3 -12 >-100.0
Credit risk-related change in fair value of financial liabilities
designated voluntarily at fair value 64 -11 75 >100.0
Taxes on income on items that will not be
reclassified to the consolidated income statement 65 3 62 >100.0
Items that will be subsequently reclassified to
the consolidated income statement: 45 -83 128 >100.0
Change in fair value of debt instruments
measured at fair value through other comprehensive income 62 -89 151 >100.0
Unrealised gains (+)/losses (=) recognised in the reporting period 61 -85 146 >100.0
Gains (-)/1osses (+) reclassified to the consolidated income
statement in the reporting period 1 -4 5 >100.0
Gains/losses from currency translation of foreign operations 2 8 -6 -75
Unrealised gains (+)/losses (=) recognised in the reporting period 2 10 -8 -80
Gains (-)/losses (+) reclassified to the consolidated income
statement in the reporting period - -2 2 100
Gains or losses from fair value hedges of currency risk -4 -42 38 91
Unrealised gains (+)/losses (=) recognised in the reporting period -4 -42 38 91
Taxes on income on items that will be subsequently
reclassified to the consolidated income statement -15 40 -55 >-100.0
Other comprehensive income after taxes -128 -78 -50 -64
Comprehensive income for the reporting period 352 200 152 76
thereof: Attributable to non-controlling interests 2 2 - -
thereof: Attributable to shareholders of the parent 350 198 152 77
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Consolidated Statement of

Financial Position

as at 31 December 2019

Assets in€m
31.12.2019 31.12.2018 Change
Notes in€m in€m in€m in %
Cash on hand, demand deposits and overnight money balances
with central banks and banks (20), (37) 14,555 7,342 7,213 98.2
Financial assets measured at amortised cost (21),(37) 130,326 106,755 23,571 22.1
Trading assets (22) 19,304 16,989 2,315 13.6
Other financial assets mandatorily measured
at fair value through profit or loss (23) 8,433 3,911 4,522 >100.0
Financial assets designated voluntarily at fair value (24) 3,978 377 3,601 >100.0
Positive fair values of hedging derivatives under hedge accounting (25) 1,102 608 494 81.3
Financial assets measured at fair value through other
comprehensive income (26), (37) 23,803 22,494 1,309 5.8
Shares in equity-accounted entities (27) 48 45 3 6.7
Investment property (28) 2,509 2,420 89 3.7
Property and equipment (29) 653 438 215 49.1
Intangible assets (30) 101 80 21 26.3
Income tax assets (31) 719 593 126 21.2
Currentincome tax assets 161 103 58 56.3
Deferred income tax assets 558 490 68 139
Non-current assets and disposal groups classified as held for sale (32) 81 42 39 92.9
Other assets (33) 1,416 874 542 62.0
Total assets 207,028 162,968 44,060 27.0
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Equity and liabilities in€m
31.12.2019 31.12.2018 Change

Notes in€m in€m in€m in %

Financial liabilities measured at amortised cost (21),(37) 155,364 125,222 30,142 24.1
Trading liabilities (22) 18,473 12,763 5,710 44.7
Negative fair values of non-trading derivatives (23) 6,759 1,791 4,968 >100.0
Financial liabilities designated voluntarily at fair value (24) 12,799 11,480 1,319 11.5
Negative fair values of hedging derivatives under hedge accounting (25) 1,907 490 1,417 >100.0
Provisions (34) 2,465 2,087 378 18.1
Income tax liabilities (31) 153 157 -4 -2.5
Current income tax liabilities 144 141 3 2.1
Deferred income tax liabilities 9 16 -7 -43.8
Other liabilities (33) 398 516 -118 -229
Equity (35) 8,710 8,462 248 29
Subscribed capital 2,509 2,509 - -
Capital reserves 1,546 1,546 - -
Additional Tier 1 capital instruments 354 354 - -
Retained earnings 4,788 4,414 374 8.5
Accumulated other comprehensive income (OCl) -488 -360 -128 -35.6
Non-controlling interests 1 -1 2 >100.0
Total equity and liabilities 207,028 162,968 44,060 27.0
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for the period 1 January to 31 December 2019

Consolidated Cash Flow Statement

) A-56 ) )
Consolidated Statement of Changes in Equity

in€m
Equity attributable to shareholders of the parent company
Accu-
mulated
other
Sub- Additional compre- Non-
scribed Capital Tierl Retained hensive controlling Total
capital reserves capital earnings income Subtotal interests equity
As at 31.12.2017 2,509 1,546 - 4,225 -243 8,037 -3 8,034
Adjustments due to
first-time application
of new financial reporting
requirements (IFRS9) 3 -39 -36 -36
As at1.1.2018 2,509 1,546 - 4,228 -282 8,001 -3 7,998
Issue of additional
Tier 1 capital instruments 354 354 354
Dividend payment -90 -90 -90
Comprehensive income for
the reporting period 276 -78 198 2 200
thereof: Consolidated
net profit 276 276 2 278
thereof: Other
comprehensive income
after taxes -78 -78 - -78
As at 31.12.2018 2,509 1,546 354 4,414 -360 8,463 -1 8,462
Dividend payment -104 -104 -104
Comprehensive income
for the reporting period 478 -128 350 2 352
thereof: Consolidated
net profit 478 478 2 480
thereof: Other
comprehensive income
after taxes -128 -128 - -128
Reclassifications
within equity 0 0 - -
As at 31.12.2019 2,509 1,546 354 4,788 -488 8,709 1 8,710
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in€m
2019 2018
Consolidated net profit 480 278
Non-cash items in consolidated net profit and
reconciliation to cash flow from operating activities:
Loss allowances and modifications in respect of financial assets;
depreciation, amortisation, impairment losses and reversals of
impairment losses in respect of non-financial assets 237 37
Additions to and reversals of provisions outside the scope of
application of IFRS9 71 -11
Other non-cash expense/income -111 -128
Gains or losses from the derecognition of non-financial assets
and financial instruments -67 -58
Other adjustments -1,234 -909
Subtotal -624 -791
Changes in assets and liabilities from operating activities
after adjustment for non-cash items:
Loans and receivables measured at amortised cost: —-23,456 -6,687
Trading assets/liabilities 5,574 -338
Other loans and receivables mandatorily measured at fair value
through profit or loss —-247 -66
Loans and receivables designated voluntarily at fair value -3,406 220
Loans and receivables measured at fair value through other
comprehensive income -156 —-482
Other assets/liabilities from operating activities 1,135 269
Financial liabilities measured at amortised cost 30,053 3,348
Financial liabilities designated voluntarily at fair value 1,090 1,157
Interest received 3,550 3,494
Interest paid —-2,348 —-2,457
Dividends and profit distributions received 18 36
Income tax payments 6 -198
Cash flow from operating activities 11,189 -2,495
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Consolidated Cash Flow Statement

in€m
2019 2018
Proceeds from the disposal of:
Financial assets measured at amortised cost
excluding loans and receivables 4 29
Other financial assets mandatorily measured at fair value
through profit or loss excluding loans and receivables 1,347 11
Financial assets measured at fair value through other comprehensive
income excluding loans and receivables 7,642 3,435
Investment property 106 90
Property and equipment 30 29
Payments for the acquisition of:
Other financial assets mandatorily measured at fair value
through profit or loss excluding loans and receivables -1,704 -30
Financial assets designated voluntarily at fair value
excluding loans and receivables -7 -
Financial assets measured at fair value through other
comprehensive income excluding loans and receivables -8,742 —-3,495
Investment property -162 -291
Property and equipment -103 -31
Intangible assets —-44 -30
Effect of changes in basis of consolidation:
Proceeds from the disposal of subsidiaries and other operations 5 61
Payments made for the acquisition of subsidiaries and other operations -2,220 -
Other effects from changes in bases of consolidation - -25
Cash flow from investing activities -3,848 -247
Payments received from the issue of additional Tier 1 capital
instruments - 354
Dividend payments -104 -92
Change in cash and cash equivalents from other financing activities
(subordinated liabilities)" -15 -630
Cash flow from financing activities -119 -368
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in€m
2019 2018
Cash and cash equivalents at 1.1. 7,342 10,478
Cash flow from operating activities 11,189 —-2,495
Cash flow from investing activities -3,848 -247
Cash flow from financing activities? -119 —-368
Effect of exchange rate changes, measurement changes and
changes in basis of consolidation -9 -26
Cash and cash equivalents at 31.12. 14,555 7,342
thereof: Cash on hand 85 93
thereof: Demand deposits and overnight money balances
with central banks and banks 14,470 7,249

YNon-cash changes in subordinated liabilities amounted to an increase of € 1 m (31 December 2018: increase of € 5 m) and were attributable to accrued interest

and measurement effects.

The consolidated cash flow statement is prepared using the
indirect method and shows the composition of and changes to
cash and cash equivalents in the financial year. The changes in
cash and cash equivalents are attributable to operating activi-
ties, investing activities and financing activities.

The cash flow from operating activities comprises proceeds from
and payments for loans and receivables, financial liabilities,
trading assets/liabilities and other assets or liabilities. The in-
terest and dividend payments resulting from operating activities
(including leasing interest expenses) are shown separately.
Other adjustments relate to net interest income, dividend in-
come and taxes on income excluding deferred taxes.

The cash flow from investing activities comprises proceeds and
payments relating to bonds and other fixed-income securities,
equity shares and other variable-income securities, sharehold-
ings, investment property, property and equipment, intangible
assets as well as proceeds and payments in connection with the
sale or acquisition of subsidiaries and other operations. Further
disclosures concerning the consolidated entities purchased or
sold are set out in Note (2).

The cash flow from financing activities comprises proceeds and
repayments related to subordinated liabilities as well as pro-
ceeds from capital contributions and repayments from equity.
The dividends paid out in the financial year are also recognised
under this cash flow category.

Cash and cash equivalents correspond to the cash reserve,
which comprises cash on hand and demand deposit balances
with central banks as well as demand deposits and overnight
money balances with banks.

The cash and cash equivalents as at 31 December 2019 included
€ 856 m relating to entities consolidated for the first time
(31 December 2018: € 0 m). Deconsolidations in the reporting
period led to the derecognition of cash and cash equivalents
amounting to €1 m (2018: derecognition of €5 m).

The volume of assets and liabilities increased in the reporting
period as a result of the acquisition of a subsidiary and a mis-
cellaneous operation; carrying amounts on the date of initial
recognition are presented in Note (2).

The informative value of the consolidated cash flow statement
is generally limited in the case of banks. This statement is there-
fore considered of minor importance for the Helaba Group and
is not used to manage the Group’s liquidity levels or structure
the consolidated statement of financial position.
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Notes
Accounting Policies

(1) Basis of Presentation

Basis of accounting

The consolidated financial statements of Landesbank Hes-
sen-Thiiringen Girozentrale, Frankfurt am Main/Erfurt (Helaba),
alegal entity under public law, for the year ended 31 December
2019 have been prepared pursuant to section 315e (1) of the
German Commercial Code (Handelsgesetzbuch, HGB) and Reg-
ulation (EC) No. 1606/2002 of the European Parliament and of
the Council of 19 July 2002 (1AS Regulation) in accordance with
the International Financial Reporting Standards (IFRSs) as pub-
lished by the International Accounting Standards Board (IASB)
and adopted by the European Union (EU).

The consolidated financial statements comprise the consoli-
dated income statement, the consolidated statement of compre-
hensive income, the consolidated statement of financial position,
the consolidated statement of changes in equity, the consoli-
dated cash flow statement and the notes. The segment reporting
is included within the notes. The group management report in
accordance with section 315 HGB includes a separate report on
the opportunities and risks of future development (opportunity
and risk report) in which the risk management system is also
explained.

The reporting currency of the consolidated financial statements
is the euro (€). Euro amounts are generally rounded to the near-
est million.

The IFRSs and International Financial Reporting Standards In-
terpretations (IFRICs) that were in force as at 31 December 2019
have been applied in full. The relevant requirements of German
commercial law as specified in section 315e HGB have also been
observed.

These consolidated financial statements have been prepared by
the Board of Managing Directors as at 25 February 2020 and will
be submitted for approval by the Board of Public Owners on
31 March 2020.

The necessary assumptions, estimates and assessments in con-

nection with recognition and measurement are applied in accor-

dance with the relevant standard, are continuously reviewed and

are based on past experience and other factors, such as plan-

ning, expectations and forecasts of future events. Estimation

uncertainty arises in particular from judgements in connection

with:

= theinclusion of entities in the consolidation (see Note (2))

= credit risk, especially when determining the impairment of
financial assets, loan commitments and guarantees using the
expected credit loss method (see Note (37))

= impairment of assets, including goodwill, other intangible
assets and right-of-use assets under leases (see Notes (17)
and (30))

= the calculation of the fair values of certain financial assets and
liabilities (see Note (40))

= the recognition of deferred tax assets (see Note (31))

= provisions and other obligations (see Note (34)).

These assumptions, estimates and assessments affect the
assets and liabilities reported as at the reporting date and the
income and expenses reported for the year.

IFRSs applied for the first time

The 2019 financial year was the first year in which mandatory
application was required for the following IFRSs and IFRICs ad-
opted by the EU and of significance for the Helaba Group. With
the exception of IFRS 16, the adoption of the new or amended
standards and interpretations had little or no impact on the con-
solidated financial statements.

= Amendments to IAS 19 Employee Benefits — Plan Amend-
ment, Curtailment or Settlement
The IAS 19 amendments clarify that, if a defined benefit plan
is amended, curtailed or settled, the current service cost and
the net interest for the remainder of the financial year must
be recalculated using the latest actuarial assumptions that
have been used for the remeasurement of the net liability.
The amendments must be applied prospectively.

= Amendments to IAS 28 Investments in Associates and Joint
Ventures — Long-term Interests
The amendments to IAS 28 clarify that an entity applies
IFRS 9, including the impairment stipulations, to long-term
interests in an associate orjoint venture that form part of the
netinvestmentin the associate or joint venture but to which
the equity method is not applied. Generally speaking, first-
time application must be retrospective, but various simplifi-
cation options are available.
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IFRS 16 Leases

The central idea of this new standard is that lessees generally
have to recognise all leases and the associated contractual
rights and obligations in the statement of financial position.
From the perspective of the lessee, the previous distinction
between finance and operating leases as specified by IAS 17
will no longer be required in the future.

In respect of all leases, the lessee must recognise in the state-
ment of financial position a lease liability for the obligation
to make future lease payments. At the same time, the lessee
must recognise an asset representing the right to use the
underlying asset. The amount of the right-of-use asset on
initial recognition must generally equate to the present value
of the future lease payments plus directly assignable costs.
During the term of the lease, the lease liability is reduced in
accordance with the principles of financial mathematics in a
manner similar to that specified for finance leases in IAS 17
whereas the right-of-use asset is depreciated. If there is evi-
dence of impairment, the right-of-use asset must also be
tested for impairment in accordance with the rules specified
in 1AS 36. Exemptions from this accounting treatment are
available, in particular, for short-term leases and leases in
which the underlying asset is of low value.

In contrast, the rules for lessors in the new standard largely
correspond to the existing provisions in IAS 17. Leases con-
tinue to be classified either as finance or operating leases.
Leases in which substantially all the risks and rewards of own-
ership are transferred must be classified as finance leases;
all otherleases are classified as operating leases. The classi-
fication criteriain IAS 17 have been carried over and included
in IFRS 16.

IFRS 16 also includes a range of other provisions covering
recognition, disclosures in the notes and sale-and-leaseback
transactions.

The new stipulations must be applied retrospectively. How-
ever, a number of transitional arrangements can be used.

The modified retrospective approach was used to change
overto the IFRS 16 requirements. This means thatall IFRS 16
regulations were only applied to the latest reporting period
(2019), while comparative periods were not adjusted retro-
spectively. At first-time application, Helaba made use of the
following practical expedients:
The present value of leases existing at the date of transi-
tion that were previously recognised as operating leases
was determined by discounting all lease payments
outstanding as at 1 January 2019 with the incremental
borrowing rate applicable at the same date.
The right-of-use asset was measured in the amount of the
lease liability. If the Helaba Group had previously rec-
ognised a provision for anticipated losses in connection
with the lease in accordance with 1AS 37 in the past, this
provision was netted with the right-of-use asset.
Leases with lease terms ending no later than twelve
months after the date of first-time application (i.e. expiring
31 December 2019 or earlier) were not recognised by the
Helaba Group in the statement of financial position. Such
leases were accounted for as short-term leases in the 2019
financial year.
When determining lease liabilities as a lessee, the Helaba
Group took into account whether future purchase or exten-
sion options, or early termination options, would be exer-
cised; such considerations were based on knowledge as at
the date of first-time application of IFRS 16.

On the date of first-time application, there were no leases
that had been recognised in the past as finance leases by
Helaba as lessee. In the case of subleases in which Helaba
was the intermediate lessor, Helaba carried out a remeasure-
ment in accordance with the requirements of IFRS 16.

As a lessee, the Helaba Group also decided to make use of
the following exemption or exception rules provided under
IFRS 16:
no recognition of right-of-use assets orlease liabilities for
short-term leases or for leases of low-value assets
no application of IFRS 16 to leases of intangible assets
no separation of individual lease and non-lease compo-
nents in multiple-element arrangements.
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The following table shows the adjusted opening statement of
financial position as at 1 January 2019:

Assets in€m
Adjustments

31.12.2018 due to IFRS 16 1.1.2019
Cash on hand, demand deposits and overnight money balances
with central banks and banks 7,342 - 7,342
Financial assets measured at amortised cost 106,755 - 106,755
Trading assets 16,989 - 16,989
Other financial assets mandatorily measured
at fair value through profit or loss 3,911 - 3911
Financial assets designated voluntarily at fair value 377 - 377
Positive fair values of hedging derivatives under hedge accounting 608 - 608
Financial assets measured at fair value through
other comprehensive income 22,494 - 22,494
Shares in equity-accounted entities 45 - 45
Investment property 2,420 51 2,471
Property and equipment 438 189 627
Intangible assets 80 - 80
Income tax assets 593 - 593
Non-current assets and disposal groups classified as held for sale 42 - 42
Other assets 874 - 874
Total assets 162,968 240 163,208
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Equity and liabilities in€m
Adjustments

31.12.2018 due to IFRS 16 1.1.2019
Financial liabilities measured at amortised cost 125,222 245 125,467
Trading liabilities 12,763 - 12,763
Negative fair values of non-trading derivatives 1,791 - 1,791
Financial liabilities designated voluntarily at fair value 11,480 - 11,480
Negative fair values of hedging derivatives under hedge accounting 490 - 490
Provisions 2,087 -5 2,082
Income tax liabilities 157 - 157
Other liabilities 516 - 516
Equity 8,462 - 8,462
Total equity and liabilities 162,968 240 163,208

The initial application of IFRS 16 had a notable effect on the  The table below shows the reconciliation from the operating
recognition of leased real estate and heritable building rights. lease liabilities as at 31 December 2018 to the opening carrying
amount of the lease liabilities as at 1 January 2019:

in€m
Reconciliation 1.1.2019
Operating lease liabilities as at 31.12.2018 182
Application exemption for short-term leases -1
Recognition of heritable building rights 49
Lease-related liabilities (service components) 20
Inclusion of any lease terms extending beyond the non-cancellable lease term
in the calculation of the lease liability 24
Other -5
Gross lease liabilities as at 1.1.2019 269
Discount -24
Lease liability as at 1.1.2019 245
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The lease liabilities were discounted using the incremental
borrowing rate as at 1 January 2019. The weighted average
discount rate was approximately 9 %. The long maturities of the
heritable building rights at GWH had a significantimpact on the
discount rate.

In the reporting period, the first-time application of IFRS 16
meant that rental expenses were replaced by depreciation
charges on right-of-use assets and interest expenses in the con-
solidated income statement. Please refer to Note (50) for further
disclosures relating to leases in the Helaba Group.

= |FRIC 23 Uncertainty over Income Tax Treatments
This interpretation is to be applied to the determination of
taxable profit (tax loss) when there is uncertainty overincome
tax treatments under IAS 12. It does not apply to taxes or
duties outside the scope of application of IAS 12, nor does it
include any regulations regarding interest or late payment
fines in connection with uncertain tax treatments. The inter-
pretation provides guidance particularly for the following
issues:
decision whether an entity shall consider uncertain tax
treatments independently
assumptions for taxation authorities’ examinations
determination of taxable profit (tax loss), tax bases,
unused tax losses, unused tax credits and tax rates
effect of changes in facts and circumstances.

An entity is required to use judgement to determine whether
each uncertain tax treatment should be considered inde-
pendently or whether some uncertain tax treatments should
be considered together. The decision should be based on
which approach provides better predictions of the resolution
of the uncertainty. Helaba has applied the new rules using
the modified retrospective method. The application has not
led to any adjustment of retained earnings.

= Annual Improvements to IFRSs —2015-2017 Cycle

The annual improvements include changes to IFRSs with an
impact on recognition, measurement and reporting of trans-
actions, and also terminology and editorial adjustments. The
new stipulations must be applied retrospectively. The follow-
ing standards were affected by the improvements in this
cycle:

IFRS 3 Business Combinations

IFRS 11 Joint Arrangements

IAS 12 Income Taxes

IAS 23 Borrowing Costs.

New financial reporting standards for future

financial years

The standards and interpretations listed below have been is-
sued by the IASB and IFRS Interpretations Committee (IFRSIC),
but have only been partially adopted by the EU and will only
become mandatory in later financial years, and have thus not
been applied early by Helaba, nor is any early application
planned. These standards and interpretations are expected to
have little or no impact on the consolidated financial state-
ments.

= Amendments to IAS 1 Presentation of Financial Statements
and IAS 8 Accounting Policies, Changes in Accounting Esti-
mates and Errors — Definition of Materiality
= Amendments to IFRS 3 Business Combinations — Definition
of a Business
= |FRS 17 Insurance Contracts
= Amendments to IFRS 9, IAS 39 and IFRS 7: end of the first
phase of the “IBOR Reform and its Effects on Financial Re-
porting” project. The amendments address accounting issues
prior to the switch to alternative benchmark interest rates and
aim to ensure that existing hedge accounting relationships
can continue to be recognised.
IBOR reform and its effects on financial reporting
The Bankis implementing a project to manage the require-
ments under a changeover initiated by regulators in which
the Bank must switch away from the current benchmark
interest rates, namely the Euro OverNight Index Average
(EONIA), Euro Interbank Offered Rate (EURIBOR), London
Interbank Offered Rate (LIBOR). At the Bank alone, this
affected assets with a total carrying amount of €62.0 bn,
liabilities with a carrying amount of €4.3 bn and portfolios
of derivatives with a notional amount (non-netted) of
€486.7 bn as at 31 December 2019. Of these amounts,
assets of €16.9 bn and portfolios of derivatives with a no-
tional amount of €11.0 bn related to the EONIA benchmark
interest rate, which will be replaced by the euro short-term
rate (ESTR). The implementation of the reforms, only some
of which have been finalised at the moment, will require
modifications to contracts and IT systems. Itis not yet pos-
sible to make a definitive assessment about the actual
impact of new contractual standards and the specification
of possible compensation payments on standardised
agreements, which are of great significance for Helaba in
its business involving derivatives and clearing counterpar-
ties and in the interbank business. More recent agree-
ments in the customer business have already incorporated
modified contractual arrangements that can be used as a
fallback if the existing basis of calculations can no longer
be applied. Helaba is also preparing IT systems for modi-
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fications to the calculation of interest. Helaba does not
anticipate any material impact from the application of the
first phase of the IFRS amendments in 2020. Further im-
plications from potential contractual adjustments and
changes in market parameters in future financial years
cannot yet be quantified but, overall, are not expected to
be in an amount that is material to the financial circum-
stances of the Bank.

= Revised Conceptual Framework and Adjustments of Links in
IFRSs

Amendments to recognised amounts, changes to
estimates, restatement of prior-year figures

The measurement model for determining the fair values of
private equity funds was refined in the first quarter of 2019. This
modification of the measurement model constituted a change
in accounting estimates in accordance with IAS 8.32 et seq. On
the date of the changeover, the refinement of the calculation
approach led to an increase of € 3 m in other financial assets
mandatorily measured at fair value through profit or loss. This
amount was recognised in the consolidated income statement
under gains or losses on other financial instruments mandato-
rily measured at fair value through profit or loss.

As a result of a change in actuary, changes were made to esti-
mates used in the measurement of pension provisions in the
reporting year. These changes led to an overall increase of
€12 min pension provisions, which was reported in other com-
prehensive income.

To improve the clarity of the consolidated financial statements,
the Helaba Group has made changes to the order of the disclo-
sures in the notes, amalgamated some notes and allocated sig-
nificant accounting policies to the relevant notes. The main
changes are as follows:

= The accounting policy disclosures for financial instruments
(with the exception of the disclosures relating to the categori-
sation and classes of financial instruments) have been inte-
grated into the relevant notes (see consolidated income
statement disclosures and consolidated statement of finan-
cial position disclosures). The disclosures relating to the
categorisation and classes of financial instruments are pre-
sented in Note (3).

= Note (6) Gains or Losses from Modification of Contractual
Cash Flows has been renamed Gains or Losses from Non-Sub-
stantial Modification of Contractual Cash Flows.

= The disclosures on revenue from contracts with customersin
accordance with IFRS 15 are no longer presented in a sepa-
rate note under other disclosures, but have been integrated
into Note (8) Net Fee and Commission Income instead.

= The disclosures on auditors’ fees and on employees are no
longer presented in separate notes under other disclosures,
but have beenincluded in Note (16) General and Administra-
tive Expenses. The disclosures on financial assets and finan-
cial liabilities in the respective measurement categories have
each been amalgamated into one note. In this regard, the
disclosures on financial instruments designated voluntarily
atfairvalue (Note (24)) and the hedge accounting disclosures
(Note (25)) have been integrated into the consolidated state-
ment of financial position disclosures. The capital manage-
ment and regulatory ratio disclosures have been integrated
into Note (35) Equity.

= The disclosures on calculating the fair values of financial in-
struments and on calculating the fair values of investment
property, together with the other disclosures on the fair
values of financial instruments, have been integrated into
Note (40) Fair Values.

Adjustments have also been made to the classes of financial
instruments. The class referred to as positive and negative fair
values of derivatives represents an overarching class for the fol-
lowing derivative exposures: derivatives held for trading (trading
book), non-trading derivatives (banking book and used for eco-
nomic hedging) and hedging derivatives (hedge accounting).

A financial instrument class referred to as demand deposits and
overnight money balances with central banks and banks has been
introduced to facilitate the presentation of figures separately
from the loans and receivables class. In this regard, the break-
down of loans and receivables measured at amortised cost in
Note (37) Credit Risks Attributable to Financial Instruments has
been consistently subdivided in all tables into “demand deposits
and overnight money balances with central banks and banks” and
“loans and receivables”. In addition, the presentation of the
changes in figures in the tables in Note (37) has been modified
in order to improve the clarity of the breakdown. To this end, some
of the items in the breakdown have been aggregated.

Note (53) Related Party Disclosures has been modified with the
aim of providing the users of the financial statements with in-
formation appropriate to their needs: only recognised income
and expenses are now disclosed.
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In Notes (8), (15), (16), (21), (24), (31), (37), (40), (44), (47), (49),
(50) and (51), adjustments have also been made to the prior-year
figures within the disclosures. Please refer to the relevant Notes
for details.

(2) Consolidation of Entities

Principles of consolidation

Under the provisions specified in IFRS 10, an investor controls
aninvestee whenitis exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee. All
present facts and circumstances must be used as the basis for
establishing whether control exists. An investor must continu-
ously monitor the situation and reassess whether it controls an
investee if facts and circumstances change.

With regard to establishing whether an entity qualifies as a sub-
sidiary, the Helaba Group will, if there are material circumstances
indicating such alikelihood, review whether Helaba can directly
orindirectly exercise power of control over the relevant activities
of the entity concerned. In such a review, Helaba will:

= determine the purpose and design of the entity concerned,

= jdentify the relevant activities

= determine whether Helaba, on the basis of its rights, has the
opportunity to direct the relevant activities

= assess the extent of the risk from the entity or the extent of
its participation in the returns generated by the entity

= assess whether Helaba has the ability to exploit its power of
control to influence the level of its participation in the returns.

The review includes an evaluation of voting rights and also an
analysis of other rights and circumstances that in substance
could lead to an opportunity for control. The review also consid-
ers indicators as to whether there is a de facto agency relation-
ship in accordance with IFRS 10.

If an entity meets the criteria for cellular structures (silos), each
step in the review is carried out for each one of these identified
structures. Such a structure is deemed to be in existence if,
within a legal entity, an asset or group of assets is segregated
such that it is considered, in substance and for the purposes of
IFRS 10, as a self-contained asset and there is little or no inter-
connected risk between the asset concerned and other assets
or groups of assets in the legal entity in question.

If the outcome of the process for determining the purpose and
design of the entity, and for identifying the relevant activities,
is that the voting rights are a critical factor in the assessment of
the opportunity for control, it will generally be assumed that the
Helaba Group has control over the entity where the Group,
directly or indirectly, has or can control more than half of the
voting rights in the entity. Notwithstanding the above, it must
be assumed that the Helaba Group does not have any opportu-
nity for control if another investor has the ability in practice to
direct the relevant activities because this investor can control
the majority of the voting rights for the key activities or because
the Helaba Group is only acting as a (de facto) agent on behalf
of another investor within the meaning of IFRS 10. A review is
also conducted to establish whether there are joint manage-
ment arrangements and, as a result, the opportunity for control
is limited.

In the same way, Helaba carries out an assessment in cases in
which the Helaba Group does not hold a majority of the voting
rights butin which it has the opportunity in practice to unilater-
ally direct the relevant activities or in which another investor is
only acting as a (de facto) agent within the meaning of IFRS 10
on behalf of the Helaba Group. In circumstances other than one
in which Helaba holds a general majority of the voting rights,
this ability to control may arise, for example, in cases in which
contractual agreements give the Helaba Group the opportunity
to direct the relevant activities of the entity or potential control
over voting rights.

If there are options or similar rights relating to voting rights,
these are taken into account in the assessment of whether any
party is able to exercise control through voting rights, provided
that such options or similar rights are considered substantive.
Such assessment takes into account any conditions or exercise
periods and also evaluates the extent to which the exercise of
such options or similar rights would be economically advanta-
geous.
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The test as to whether, regardless of any legal basis, there is an
opportunity to exercise control in substance involves the check
to establish whether a formal holder of voting rights or the
holder of a right that could lead to control over an entity is acting
as a (de facto) agent within the meaning of IFRS 10. In this case,
in an analysis of the substance of the arrangement, the (de facto)
agentis deemed to be acting on behalf of another investor if the
agent does not have any material business interests of its own
in the entity concerned. This scenario may also arise if this other
investor does not have any direct rights to issue instructions but
the circumstances are so geared to the requirements of the in-
vestor in practice that the investor is exposed to most of the
variability of returns from the entity.

Athreshold value for participation in the expected variability of
returns is used as an initial indicator for the existence of a
(de facto) agent within the meaning of IFRS 10. If, from a legal
perspective, the Helaba Group has the opportunity to direct the
relevant activities of an entity, a threshold value is used as the
basis for assessing whether there is any indicator that an inter-
est should be assigned to third parties; the Helaba Group’s con-
solidation duties in accordance with IFRS 10 are also deter-
mined on this basis. Such an assignment of the opportunity to
exercise control applies, for instance, to the securities invest-
ment funds managed by Helaba Invest on behalf of third parties.

Ifitis unclear whether the Helaba Group has the opportunity to
direct the relevant activities of an entity and the Helaba Group
is exposed to approximately 90 % or more of the variability of
returns, an individual in-depth review is carried out to establish
whether the Helaba Group has the opportunity to exercise con-
trol over the entity.

The checks described above are carried out periodically for all
cases exceeding a materiality threshold. A new assessment is
carried out if there are any material changes in the basis of the
assessment or if the materiality threshold is exceeded. A multi-
stage process is used in which an initial assessment is carried
out on the basis of checklists by the local units with customer
or business responsibility. This initial procedure consists of an
analysis of the opportunities to exercise influence based on
legal structures and an assessment of indicators of the exposure
to the variability of returns from the entity concerned. Variability
of returns takes into account all expected positive and negative
contributions from the entity that in substance are dependent
on the performance of the entity and subject to fluctuation as a
result.

IFRS 11 Joint Arrangements sets out the rules for the account-
ing treatment of joint ventures orjoint operations if two or more
parties exercise joint control over an entity. To establish whether
thereisjoint control, the first step is to determine who exercises
power of control over the relevant activities, a procedure that is
similar to that used in the case of subsidiaries. If this control is
exercised collectively by two or more parties on a contractual
basis, ajoint arrangement is deemed to be in existence. To date,
the review of the cases involving joint arrangements has regu-
larly led to a classification of these arrangements as joint ven-
tures. The review takes into account separate agreements on
joint decision-making or on the exercise of voting rights, the
minimum number of votes necessary for decisions, the number
of shareholders and associated proportions of voting rights,
possible (de facto) agent relationships and, on a case-by-case
basis, consent requirements under other contractual relation-
ships.

In an existing shareholding, there is generally a significant
influence if at least 20 % of the voting rights are held. Other
parameters and circumstances are taken into account in addi-
tion to the extent of the voting rights to assess whether the
Helaba Group can exercise a significant influence in practice
over entities in other scenarios. These parameters and circum-
stances include, for example, employee representation on the
management or supervisory bodies of the entity or, where ap-
plicable, the existence of consent requirements for key decisions
to be made by the entity concerned. If such factors are identified
during the course of the review, the Helaba Group may be
deemed to have a significant influence in such cases even
though its equity investment is equivalent to less than 20 % of
voting rights. An in-depth analysis is carried out covering all
opportunities for the exercise of influence and the relationships
between the shareholders.

The review of the existence of joint control or associate relation-
ships is regularly carried out as part of the process for identify-
ing subsidiaries subject to consolidation.

All material subsidiaries and other entities directly or indirectly
controlled by the Helaba Group are fully consolidated in the con-
solidated financial statements. Material joint ventures and in-
vestments in associates are recognised and measured using the
equity method as specified in IAS 28. In individual cases where
the entity concerned is only of minor significance in the context
of the economic circumstances of the Group from both individ-
ual and overall perspectives, the entity concerned has not been
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consolidated or been recognised and measured using the equity
method. Materiality is reviewed and decided upon by comparing
the volume of total assets (assessed as being long term) and
level of profit for the entity concerned against threshold values.
The threshold values are determined on the basis of the average
total assets and levels of profit for the Group over the last five
years.

Entities are consolidated for the first time on the date of acqui-
sition, or on the date an opportunity for control arises as defined
in IFRS 10, using the acquisition method. The assets and liabil-
ities are measured at the fair value on the date of this first-time
consolidation. Any positive differences arising from this initial
acquisition accounting process are recognised as goodwill
underintangible assets on the face of the statement of financial
position. This goodwill is subject to an impairment test at least
once a year (see Note (30)). If any negative goodwill arises from
this initial consolidation, the fair values are first reviewed before
the resulting amount is recognised immediately in profit or loss.

Any shares in subsidiaries not attributable to the parent com-
pany are reported as a share of equity attributable to non-con-
trolling interests within the consolidated equity; the equivalent
net profit and comprehensive income is reported respectively
as net profit attributable to non-controlling interests on the face
of the consolidated income statement and comprehensive in-
come attributable to non-controlling interests on the face of the
statement of comprehensive income. Non-controlling interests
are determined at the time of initial recognition on the basis of
the fair values of the assets and liabilities attributable to these
non-controlling interests and then updated.

In the case of a business combination achieved in stages (step
acquisition), the entity is consolidated from the date on which
control is obtained. Any investments acquired prior to the date
on which control is obtained are remeasured at fair value on the
date of acquisition and used as the basis for acquisition account-
ing. The difference between the carrying amounts of these pre-
viously recognised investments and the fair value is recognised
in profit or loss after recycling any components of the carrying
amounts hitherto recognised in other comprehensive income
(resulting from remeasurement using the equity method or be-
cause the assets are designated as financial assets measured at
fair value through other comprehensive income).

If entities that have previously been consolidated or accounted
for using the equity method no longer have to be included in
the consolidation, they are deconsolidated with recognition in
profit or loss, or no longer accounted for using the equity
method, on the date on which the consolidation requirement no

longer applies. The remaining investments are recognised in
accordance with IFRS 9 either at fair value through other com-
prehensive income for strategic investments or at fair value
through profit orloss for non-strategic investments, orin accor-
dance with IAS 28 for investments measured using the equity
method.

If investments in subsidiaries, joint ventures or associates are
intended for disposal in the short term, and the other relevant
criteria are satisfied, these investments are measured in accor-
dance with IFRS 5 and the assets, liabilities and share of net
profit/loss reported under a separate item on the face of the
consolidated statement of financial position and consolidated
income statement.

Any intercompany balances between consolidated entities and
any income and expenses arising between such entities are
eliminated. Intercompany profits and losses arising on transac-
tions between consolidated entities are also eliminated.

Investments in associates and joint ventures are recognised in
the statement of financial position at their acquisition cost from
the date on which significant influence is obtained or the date
on which joint control is established. The carrying amount is
remeasured in subsequent years taking into account pro rata
changes in equity and the amortisation of identified hidden re-
serves and charges. The pro rata net profit or loss for the year
from such investments, any impairment losses and other loss
allowances are reported under share of profit or loss of equi-
ty-accounted entities on the face of the consolidated income
statement. The share of other comprehensive income of equi-
ty-accounted entities is reported as a separate line item in the
consolidated statement of comprehensive income.

If the recoverable amount of an investment accounted for using
the equity method is less than the current carrying amount, an
impairment loss is recognised. If the reasons for a previously
recognised impairmentloss no longer exist, the impairment loss
is reversed, but only up to a maximum of the pro rata carrying
amount that would have been recognised, including any amor-
tisation, if the impairment loss had not been applied.

In addition to the parent company Helaba, a total of 115 entities
are consolidated in the Helaba Group (31 December 2018: 117
entities). Of this total, 88 (31 December 2018: 81) entities are
fully consolidated and 27 entities are included using the equity
method (31 December 2018: 36). The fully consolidated compa-
nies are subsidiaries and special purpose entities in accordance
with IFRS 10, including collective investment undertakings.
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The consolidated financial statements do not include 30 sub-
sidiaries, 18 joint ventures and ten associates that are of minor
significance for the presentation of the financial position and
financial performance of the Helaba Group. The shares in these
entities are reported under financial assets measured at fair
value through other comprehensive income if they constitute

Changes in the group of fully consolidated entities

Entities added

material strategic equity investments; otherwise, they are re-
ported under financial assets mandatorily measured at fair value
through profit or loss.

The changes in the basis of consolidation during the reporting
period were related to the subsidiaries shown below.

Dritte OFB PE GmbH & Co. KG, Frankfurt am Main

This entity was established in prior years and has now become material
with the implementation of project development activities; initial
consolidation January 2019

FHP Friedenauer Héhe Dritte GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

FHP Friedenauer Hohe Erste GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

FHP Friedenauer Hohe Fiinfte GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

FHP Friedenauer Héhe Projekt GmbH, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

FHP Friedenauer Hohe Sechste GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

FHP Friedenauer Héhe Vierte GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

FHP Friedenauer Hohe Zweite GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities as
a result of the purchase of the shares from the other shareholder/partner
in May 2019

GWH Komplementér I. GmbH, Frankfurt am Main

Established and consolidated for the first time in June 2019

GWH Projekt Braunschweig GmbH & Co. KG, Frankfurt am Main

Established and consolidated for the first time in June 2019

GWH Projekt I. GmbH & Co. KG, Frankfurt am Main

Established and consolidated for the first time in June 2019

GWH WohnWertInvest Deutschland II, Frankfurt am Main

Established and consolidated for the first time in November 2019

HP Holdco LLC, New York, USA

Established and consolidated for the first time in November 2019

KOFIBA-Kommunalfinanzierungsbank GmbH, Berlin

Added and consolidated for the first time in May 2019

RAMIBA Verwaltung GmbH, Pullach

Opportunity to exercise control over the main operating activities of
the entity in accordance with IFRS 10 as a result of loan agreement
provisions. Consolidated from the end of 2019 as a result of materiality
assessment

OFB Schiersteiner Berg GmbH & Co. KG, Frankfurt am Main

Established and consolidated for the first time in May 2019
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A total purchase price of € 8 m was paid to acquire the FHP
entities.

Entities removed

Hello Darmstadt Projektentwicklung GmbH & Co. KG, Darmstadt Shares sold in December 2019

KOFIBA-Kommunalfinanzierungsbank GmbH, Berlin Merger of the entity into Helaba in September 2019

LHT MSIP, LLC, Wilmington, USA Deconsolidated in February 2019 because the entity was no longer
material following the sale of the investment fund units held by the
entity

LHT Power Three LLC, Wilmington, USA Deconsolidated in February 2019 because the entity was no longer
material following the sale of the investment fund units held by the
entity

LHT TCW, LLC, Wilmington, USA Deconsolidated in February 2019 because the entity was no longer
material following the sale of the investment fund units held by the
entity

LHT TPF I, LLC, Wilmington, USA Deconsolidated in February 2019 because the entity was no longer
material following the sale of the investment fund units held by the
entity

Logistica CPH K/S, Kastrup, Denmark Deconsolidated in June 2019 because the entity was no longer

material following the sale of the real estate held by the entity

MAVEST Vertriebsgesellschaft mbH, Frankfurt am Main Merged into GSG Siedlungsgesellschaft fir Wohnungs- und Stadtebau
mbH, Frankfurt am Main, in June 2019

TE Kronos GmbH, Frankfurt am Main Deconsolidated in May 2019 because the entity was no longer material
following the sale of the shares held by the entity

The income from the deconsolidation of Logistica CPH K/S
amounted to less than €1 m. The expense from the deconsoli-
dation of TE Kronos GmbH and the income from LHT Power
Three LLC (including the three LHT subsidiaries) amounted to
€1min each case. The deconsolidation of Hello Darmstadt Pro-
jektentwicklung GmbH & Co. KG gave rise to income of €3 m.
These figures are reported under other net operating income.

Changes in the group of equity-accounted entities

Entities added

AIRE Eschborn FS2 Verwaltungs GmbH, Frankfurt am Main Shares added in June 2019




A-73

Entities removed

FHP Friedenauer Héhe Dritte GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

FHP Friedenauer Hohe Erste GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

FHP Friedenauer Hohe Fiinfte GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

FHP Friedenauer Héhe Projekt GmbH, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

FHP Friedenauer Hohe Sechste GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

FHP Friedenauer Hohe Vierte GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

FHP Friedenauer Hohe Zweite GmbH & Co. KG, Berlin

Switched from equity-accounted entities to fully consolidated entities
as a result of the purchase of the shares from the other
shareholder/partner in May 2019

Multi Park M&nchhof Dritte GmbH & Co. KG, Langen

After the limited partners left the partnership, the entity was merged
into the general partnerin January 2019 (by way of accrual of the assets
to the general partner)

Multi Park Ménchhof GmbH & Co. KG, Langen

After the limited partners left the partnership, the entity was merged
into the general partner in January 2019 (by way of accrual of the assets
to the general partner)

Westhafen-Geldnde Frankfurt am Main GbR, Frankfurt am Main

Entity wound up in November 2019

Acquisition of

KOFIBA-Kommunalfinanzierungsbank GmbH

Effective 2 May 2019, Helaba acquired all the shares in
KOFIBA-Kommunalfinanzierungsbank GmbH (KOFIBA) for a
purchase price of €352 m. KOFIBA is a Pfandbrief bank operat-
ing in Germany. Since 2012, it has no longer undertaken any
significant new business in accordance with the resolution plan
for the Dexia Group, the previous owner of this bank. The aim of
the deal was to integrate the transferred assets and liabilities
into Helaba’s IT systems in order to leverage cost synergies in
contrast to a scheduled resolution involving maintaining
KOFIBA as anindependent going concern. Following the merger
of the bank into Helaba in the third quarter, the integration of
the transactions was completed in the fourth quarter of 2019.
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The figures presented below show the additions to the items in
the statement of financial position at fair value on the date of
initial recognition prior to the elimination of intergroup trans-
actions between Helaba and KOFIBA-Kommunalfinanzierungs-
bank GmbH:

Assets acquired in€m
2.5.2019
Cash on hand, demand deposits and overnight money balances with central banks and banks 24
Financial assets measured at amortised cost 15,604
Other financial assets mandatorily measured at fair value through profit or loss 3,220
Financial assets designated voluntarily at fair value 3,554
Positive fair values of hedging derivatives under hedge accounting 750
Financial assets measured at fair value through other comprehensive income 2,758
Income tax assets 84
Other assets 8
Total 26,002
Liabilities acquired in€m
2.5.2019
Financial liabilities measured at amortised cost 17,657
Negative fair values of non-trading derivatives 3,317
Financial liabilities designated voluntarily at fair value 2,292
Negative fair values of hedging derivatives under hedge accounting 2,199
Provisions 3
Other liabilities 18
Total 25,486
Net assets 516

After the recognition of all assets and liabilities at fair value,
which produced a net asset balance of € 516 m, the initial con-
solidation of KOFIBA gave rise to the recognition of negative
goodwill amounting to €163 m, which was reported under other
net operating income.

The additions to financial assets measured at amortised cost
came to a nominal amount of €12,455 m and did notinclude any
uncollectible loans or receivables. The acquisition also gave rise

to off-balance sheet commitments with a nominal amount of
€ 17 m (comprising financial guarantees of € 10 m and other
off-balance sheet commitments of €7 m). KOFIBA’s contribution
to earnings from the date of initial recognition amounted to a
loss of €8 m. There would have been no difference in this contri-
bution if the entity had been included at the beginning of the
financial year.
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See Note (15) for disclosures on the effects in profit orloss from
the initial elimination of intercompany balances in relation to
lending relationships.

Acquisition of a credit portfolio comprising
international land transport finance

Effective 3 May 2019, Helaba acquired a credit portfolio with a
value of €1,109 m from DVB Bank SE; no shares were transferred
as part of this deal. The deal represented the acquisition of a

business within the meaning of IFRS 3 and included personnel
in addition to the credit portfolio, which is focused on interna-
tionalland transport finance and, to a lesser extent, refinancing.
The acquired business strengthens Helaba’s market positionin
this financing segment.

The figures presented below show the additions to the items in
the statement of financial position at fair value on the date of
initial recognition:

Assets acquired in€m
3.5.2019
Financial assets measured at amortised cost 1,145
Other financial assets mandatorily measured at fair value through profit or loss 19
Total 1,164
Liabilities acquired in€m
3.5.2019
Financial liabilities measured at amortised cost 64
Provisions 1
Total 65
Net assets 1,099

The difference between the acquired net assets and the payment
obligation under the acquisition amounted to € 10 m. An intan-
gible asset of € 3 m was determined on the basis of customer
relationships. Goodwill of €7 m related to furtherincome projec-
tions in this financing segment. For furtherinformation on good-
will, please refer to Note (30).

The additions to financial assets measured at amortised cost
came to a nominal amount of €1,147 m and did not include any
uncollectible loans or receivables. The acquisition also gave rise
to off-balance sheet commitments with a nominal amount of
€265 m (comprising financial guarantees of €23 m and loan com-
mitments of €242 m).

(3) Financial Instruments

In the Helaba Group, financial instruments are recognised and
measured in accordance with the provisions of IFRS 9 Financial
Instruments. In the case of cash transactions, non-derivative
financial instruments are recognised for the first time in the
statement of financial position on the settlement date, and de-
rivatives on the trade date. The recognition of amounts in the
consolidated statement of financial position and consolidated
income statement is based on the measurement categories and
classes of financial instruments described below.

Categories of financial instruments

On initial recognition, financial assets are allocated to a mea-
surement category, which then serves as a basis for subsequent
measurement. The categorisation of debt instruments is based
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on the allocation to a business model (business model criterion)
and by an assessment as to whether the asset satisfies the SPPI
(solely payments of principal and interest) criterion. Financial
liabilities are generally measured at amortised cost unless they
are intended for trading, they are derivatives or the fair value
option is exercised.

To determine the underlying business model for financial assets,
an assessment must be carried out at portfolio level to establish
whether the cash flows for the financial instruments to be clas-
sified are to be generated by collecting the contractual cash
flows (“hold to collect” business model) or also by selling the
financial instrument (“hold to collect and sell” business model),
or whether a different business model is involved. Examples of
different business models are an intention to trade or manage-
ment on the basis of the fair value. In the first step, financial
instruments are classified according to the business models
used for these portfolios. Financial assets are allocated to the
“hold to collect” business model if financial instruments in the
portfolio concerned are only expected to be sold rarely or in
small volumes. The assessment does not into take into account
the sale of such financial instruments shortly before the matu-
rity date orin the event of a rise in default risk on the part of the
borrower. Any other non-material disposals (i.e. unrelated to the
frequency or volume criteria) lead to a review of the business
model criterion for future classifications of financial assets.

A financial asset is reviewed on an individual transaction basis
to assess whether the SPPI criterion is satisfied. The SPPI crite-
rion is deemed to be satisfied if the contractual cash flows from
the financial asset are exclusively the same as those in alending
relationship (i.e. from an economic perspective, solely payment
of principal and interest). Other components of cash flows that
represent other risks (such as market risk and leverage effects)
rather than just interest for the term of the loan and the credit
quality of the borrower generally mean that the SPPI criterion
under IFRS 9 is not satisfied. Only contractual components of
very minor financial significance (for example, because they are
very unlikely to materialise or only have a very marginal impact
on the cash flows) can be compatible with the requirements of
the SPPI criterion.

= Measured at amortised cost (AC)
Financial assets in the “hold to collect” business model that
satisfy the SPPI criterion and for which the fair value option
has not been exercised are measured at amortised cost (AC).
Non-derivative financial liabilities that are not intended for
trading and for which the fair value option has not been ex-
ercised are also measured at amortised cost.

= Measured at fair value through profit orloss (FVTPL)

The financial instruments measured at fair value through
profit or loss (FVTPL) measurement category is used for all
financial instruments that do not meet the SPPI condition,
that are not allocated to either the “hold to collect” or “hold
to collect and sell” business models, or for which the fair value
option (FVO) has been exercised. Business models other than
“hold to collect” and “hold to collect and sell” therefore cover
all other portfolios and include, for example, portfolios of fi-
nancial instruments held for trading purposes or managed on
the basis of fair value. A distinction is made within this mea-
surement category (FVTPL) between financial instruments
mandatorily measured at fair value through profit orloss and
financial instruments (voluntarily) designated at fair value
through profit or loss (financial instruments to which the fair
value option is applied (FVTPL FVO)). To ensure that the im-
portance of trading activities is properly reflected in financial
statements, a further breakdown is applied to the financial
instruments mandatorily measured at fair value through profit
or loss measurement category for the purposes of reporting
in the consolidated statement of financial position and con-
solidated income statement. This breakdown consists of two
subcategories: assets and liabilities held for trading (FVTPL
HfT) and other financial assets mandatorily measured at fair
value through profit or loss (FVTPL MAND).

= Measured at fair value through other comprehensive income
(FVTOCI)
The financial instruments measured at fair value through
other comprehensive income measurement category con-
sists of financial assets that are allocated to the “hold to col-
lect and sell” business model and for which the SPPI criterion
is satisfied unless the fair value option has been exercised.
Generally speaking, equity instruments do