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NORD/LB at a glance

1Jan.-31 Dec. 1Jan.-31 Dec. Change
Figures of success (in € million) 2014 2013 (in %)
Netinterestincome 1421 1298 -9
Net commission income 138 83 66
Profit/loss from trading portfolio 16 161 -90
Administrative expenses 852 775 10
Other operating profit/loss -64 -37 73
Operating result before risk provisioning/valuation 659 730 -10
Valuation result of receivables, securities and investments 373 464 -19
Assumption of investment losses 28 8 >100
Allocation to funds for general banking risks - - -
Operating result after risk provisioning/valuation 258 258 0
Extraordinary profit/loss -54 -46 17
Partial profit transfer 70 71 -1
Tax revenue -5 -14 -64
Profit for the year before appropriation of earnings 138 155 -11
31 Dec. 31 Dec. Change
Balance figures (in € million) 2014 2013 (in %)
Total assets 131 022 131620 -0
Liabilities to customers 40146 37110 8
Loans and advances to customers 58106 58947 -1
Equity 6782 6744 1
Regulatory key figures
Common equity tier 1 capital (in € million) 6364 6667
Tier 1 capital (in € million) 7 865 8005
Total capital ratio (in %) 17.64 18.58

NORDI/LB ratings (long-term/short-term/individual)
Moody’s A3/P-2/D Fitch Ratings A/F1/bbb-

Total differences are rounding differences and may cause minor deviations in the calculation

of percentages.
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Business Model

NORD/LB Norddeutsche Landesbank Girozentrale
(hereafter NORD/LB or the Bank) is a registered
public institute with registered offices in Hanover,
Braunschweig and Magdeburg. Its head office is in
Hanover. The owners of the Bank are the federal
states of Lower Saxony and Saxony Anhalt, the
Association of the Savings Banks of Lower Saxony
(Sparkassenverband Niedersachsen, SVN) in Han-
over, the Holding Association of the Savings Banks
of Saxony Anhalt (Sparkassenbeteiligungsverband
Sachsen-Anhalt) and the Special Purpose Holding
Association of the Savings Banks of Mecklen-
burg-Western Pomerania (Sparkassenbeteiligungs-

zweckverband Mecklenburg-Vorpommern).

The issued capital amounts to € 1,607,257,810,
with the federal state of Lower Saxony holding
59.13 per cent (of which 33.44 per cent is held in
trust for the state-owned Hannoversche Beteili-
gungsgesellschaft mbH, Hanover), the federal state
of Saxony Anhalt 5.57 per cent, the Lower Saxony
Association of Savings Banks and Girobanks
26.36 per cent, the Holding Association of the
Savings Banks of Saxony Anhalt 5.28 per cent and
the Special Purpose Holding Association of the
Savings Banks of Mecklenburg-Western Pomera-

nia 3.66 per cent.

NORD/LB is a business bank, landesbank (state
bank) and a central bank for the savings banks
operating in Northern Germany and beyond the
core region with branches in Hamburg, Munich,
Diuisseldorf, Schwerin, London, New York, Shang-

hai and Singapore.

¢ As a landesbank for the states of Lower Saxony
and Saxony Anhalt, it performs the functions of
a central and clearing bank for the savings
banks (Girozentrale). The Bank also handles
promotional loans on behalf of the federal
states through Investitionsbank Sachsen-An-
halt, an institute of Norddeutsche Landesbank
Girozentrale, and through Landesférderinstitut
Mecklenburg-Vorpommern (LFI), a division of

Norddeutsche Landesbank Girozentrale.

e NORD/LB acts as a central bank for the savings
banks in Mecklenburg-Western Pomerania, Sax-
ony Anhalt and Lower Saxony and is the partner
for all of the savings banks in these federal
states. It also acts as a service provider for
savings banks in other German states such as
Schleswig-Holstein. NORD/LB provides all of the
services which the savings banks require for

their activities.

In the NORD/LB Group, NORD/LB acts as the parent
company, controlling all of the business activities
in line with the strategic objectives, creating
synergy effects, reinforcing customer divisions
and bundling service offerings. The NORD/LB
Group comprises among others

¢ Bremer Landesbank Kreditanstalt Oldenburg —
Girozentrale —, Bremen (hereafter Bremer
Landesbank),

¢ Norddeutsche Landesbank Luxembourg S.A.,
Luxemburg (hereafter NORD/LB Luxembourg),

¢ Deutsche Hypothekenbank
(Actien-Gesellschaft), Hanover
(hereafter Deutsche Hypo),

¢ LBS Norddeutsche Landesbausparkasse, Berlin,
Hanover (hereafter LBS).

The Bank also holds other investments as shown
in the disclosures of the notes. As at 30 September
2014, Offentliche Lebensversicherung Braun-
schweig, Braunschweig, and Offentliche Sachver-
sicherung Braunschweig, Braunschweig (the latter
two together being the Offentliche Versicherungen
Braunschweig or OVBS) are no longer fully consoli-
dated. Further information on this can be found in
the Notes to the Interim Report, Note (4) Basis of

consolidation.



Business Segments

Private and Commercial Customers

As well as segment (synonymous: business) with
Commercial, Private, Individual, and Private-Bank-
ing customers, the Private and Commercial Cus-
tomers segment also includes Commercial and
Corporate Customers in the Braunschweig region,
Hanover and Hamburg. While NORD/LB is present
in the last two locations in its own name, in the
Braunschweig region it conducts its business
under the name Braunschweigische Landesspar-

kasse.

Braunschweigische Landessparkasse is a sales
savings bank with approximately 218,000 private
current accounts and 20,400 business current
accounts (as at 30 September 2014) and has an
extensive presence throughout the Braunschweig,
Wolfenbiittel/Bad Harzburg, Helmstedt/Vorsfelde,
Salzgitter/Seesen and Holzminden regions.

In Hanover and Hamburg it looks after a further
12,000 private current accounts and 2,800 busi-
ness current accounts (as at 30 September 2014),
primarily in the segments Individual and Private
Banking and Commercial and Corporate Custom-

ers.

The product range for the segment Private and
Commercial Customers is based on the savings
bank finance concept (S-finance concept) and com-
prises all of the banking services and products
for lending business and investment business as
well as all financial services. Insurance, Real Estate
Brokering and Home Loan Savings. Extended ser-
vices for private customers range from the inte-
grated advisory approach of asset structure analy-
sis, financial planning, asset succession and inher-

itance and foundation management.

The strategic goal is to consolidate the leading
market position in the business region by increas-
ing market shares in the high potential areas of
the Private and Commercial Customers segment.
NORD/LB also wants to establish itself as the first
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choice in the Private Banking and Corporate Cus-
tomers segments in its locations in Northern
Germany with excellent service and advice. At the
same time business activity also focuses on profit-
ability.

Corporate Customers & Markets

NORD/LB conducts its Corporate Customers busi-
ness in its core regions (excluding the business of
Braunschweigische Landessparkasse and Bremer
Landesbank) and other selected locations in Ger-
many. It comprises the Middle-Market Corporate
Customers business, Agricultural Banking and
Housing. At the same time NORD/LB acts as a part-
ner to the savings banks and their corporate cus-
tomers for syndicate business in the network

region with an extensive product range.

As a full-service provider, NORD/LB provides its
corporate customers with an extensive range of
traditional banking products and services. The
services include transaction management, tailored
business financing, management of interest and
currency risk, and complex business financing.
Professional liquidity and risk management, the
structuring of equity and innovative financing

instruments supplement the product range.

In its Corporate Customers business, NORD/LB
aims to position itself as a quality service provider
in the region as well as with nationwide appeal as
one of the top addresses for Middle-Market Cus-
tomers. By expanding the customer base and
extending the product range and strengthening
the sales channels, it aims to intensify existing
customer relations, acquire high-potential new
customers and increase the granularity of the
customer and business portfolio. The essential aim

is to achieve core-bank status with customers.

Within the savings bank network, NORD/LB offers
the banks

investment products in the form of for example

savings private-banking-products,

open or closed funds (real estate or aircraft), prod-
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ucts for individual asset management, inheritance
management and foundation management, for
their own trading business or to complete their
product range in their business with private or
corporate customers. Business with the savings
bank network also comprises the municipal lend-
ing business, the KFW development business and
the relationship function with publicly-owned

savings banks.

NORD/LB’s Markets Division provides market
access for the Financial Markets activities per-
formed on behalf of customers. The Markets Divi-
sion is also responsible for the sales of institutional

customers and savings banks.

Alternative products which are detached from
retail banking including derivatives, e.g. special
kinds of debt securities, and tailored solutions for
institutional customers such as for example the
structuring of special funds, pool funds solutions,
portfolio management mandates and institutional
public funds are also offered. In the secondary

business all kinds of securities are sold and traded.

NORD/LB’s Markets Division is pursuing a custom-
er-focused expansion strategy. This will be
achieved by intensifying the existing customer
care with a more-products approach, the system-
atic acquisition of new customers (regional banks,
savings banks, pension funds) and the increasing
placement activities in Asia and the USA. This
should establish the placement and risk-distribu-
tion products of NORD/LB and its cooperation part-

ners among customers and investors.

Energy and Infrastructure Customers

In the Energy and Infrastructure Customers
segment, the focus of activities is on the growth
sectors of energy and infrastructure. The central
locations of the strategic business segment are
Hanover and London, with support also being
given to customers of the New York, Singapore and
Shanghai branches. In this segment NORD/LB
concentrates on the structuring and arranging of
individual financing solutions for primarily pro-

ject-related transactions.

In the area of energy, the focus is on financing
energy production from wind and solar energy/
photovoltaics in Germany and other selected coun-
tries. Gas power plants and pipeline projects are
also financed. NORD/LB has been active in the
renewable energies sector since the beginning of
the 1990s. Its core customers include established
project developers, operating companies and plant

manufacturers.

In the Infrastructure segment, NORD/LB focuses on
the structuring of projects in the public sector
(public private partnership/private finance initia-
tive). Here NORD/LB finances projects in the areas
of social infrastructure and transport infrastruc-
ture. NORD/LB supports its customers from the
start of the invitation-to-tender process to the

conclusion of contracts.

It is expanding its business volume by focusing on
the growth sectors of energy and infrastructure.
The resulting enhance in the share of business will
increase NORD/LB income and risk diversification.
The widening of advisory and structuring services
will sustainably increase commission income.
Active portfolio management and optimisation
also takes place with the use of suitable placement

products and risk-distribution products.



Shipping and Aircraft

In this segment NORD/LB combines the strategic
business units Ship and Aircraft Finance. The cen-
tral location of the strategic business segment is
Hanover, with support also being given to custom-
ers from the New York and Singapore branches.
The customers are offered for their projects short
to long-term financing, equity pre-financing,
interim finance, construction period finance (short
and medium term) and financing to completion
(long term). Ships or aircraft are financed by the
provision of loans or guarantees on a property-
related and normally property-secured basis. Prod-
ucts such as for example swap, option, future or

forward transactions complete the product range.

NORD/LB has been involved in ship finance (com-
mercial and specialist ships) for over 40 years and
has become one of the world’s leading providers in
this global market, which has an established cus-
tomer structure. The focus is on the object-based
financing of commercial ships as well as offshore
and cruise ships for national and international
customers. The target customers are primarily
shipping lines and inland shipyards and issuing
houses that have a good credit rating, are in a good
financial position and have a convincing and

crisis-tested market strategy.

In the Aircraft Finance unit, the focus is on the
object-based financing of passenger aircraft pro-
duced by well-known manufacturers. The target
customers are airlines and leasing companies who
are offered tailored financing solutions in addition
to NORD/LB'S high expertise with core produc-
tions. Covered export business will also be

financed.

The business volume is being increased in the Ship
Customers segment by focusing on cruise ships
and offshore ships at the expense of commercial
shipping. In the Aircraft Customers segment,
strategic growth is being pursued in the areas of
operating lease, engine and helicopter financing.
The aim is to consolidate the Ships and Aircraft

business segment’s good position in the market.
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Active portfolio management and optimisation
takes place with the use of suitable placement

products and refinancing instruments.

Real Estate Banking Customers

Since 2008 Commercial Real Estate Finance has
been concentrated in Deutsche Hypo. The whol-
ly-owned subsidiary acts as a competence centre
for this business segment in the Group. NORD/LB
will continue to be liable for a small credit port-
folio, which will be managed by Deutsche Hypo
within the scope of a mandate.

The real estate portfolio of NORD/LB in the year
under review, comprises existing financing
projects in the target markets of Germany, Great
Britain, France and Benelux as well as Spain and
the USA. The portfolio includes office and retail
properties, multi-storey residential properties,

hotels and logistics properties.

The strategic development of the Commercial Real
Estate Finance segment will be pursued in
Deutsche Hypo. NORD/LB therefore no longer takes
on new business, and as a result the real estate
finance portfolio will be steadily phased out in the

next few years.

Group Controlling/Others

Reported under Group Controlling/Others are all
sources of income directly related to business
activities which are not controlled by the seg-
ments. These are mainly sources of income which
are not allocated to the segments, such as
investment and financing income (among others,
income from investments of capital) and adminis-
trative expenses relating to non-allocated service
centre items and projects covering the entire bank.
Elements of other operating profit/loss such as the
bank levy, certain provisions, requirements for
valuation and income realised from the liquidity
reserve portfolio and the asset portfolio are also
allocated to this segment. Also reported here
are reconciliation items between profits/losses
reported in internal accounting and externally in

the income statement.
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Further shown are the earnings from the Finan-
cial-Markets-segments that are not the direct result
of customer business, such as interest-rate risk
control, the balancing provision, liquidity manage-

ment and self-acquired assets.

The Financial-Markets-segments reported here are
key for controlling interest-rate, exchange-rate and
liquidity risks and responsible for refinancing and
provide access to the national and international

financial markets (Treasury Division). For the

Strategic Development of NORD/LB

NORD/LB is a customer-oriented bank that focuses
on lending business. Its business model reflects
with its business activities its role as a business
bank, landesbank (state bank) and the central insti-
tution for the savings banks. Granularity, diversifi-
cation and a conservative risk policy are the princi-
ples forits basic strategic direction. Its risk philoso-
phy is expressed in strict financing principles and
an asset-based financing approach for complex
assets such as ships, aircraft and commercial real
estate, which, besides providing high collateralisa-
tion rates and protection against inflation, also
provides opportunities for refinancing with assets
which are eligible for cover funds (e.g. Immobi-
lienpfandbriefe and Flugzeugpfandbriefe). Overall
NORD/LB aims to achieve in the long term a busi-
ness mix which provides a balance between
large-volume wholesale finance business with
ship and aircraft customers, energy and infrastruc-
ture customers and real estate banking customers
on the one hand and business activities with gran-
ular risk structures in business with private and
corporate customers, institutional customers and
savings banks on the other. In this way NORD/LB
expects to continue to benefit from the high level
of diversification in its business portfolio with

activities in sectors with varying market cycles.

short-term refinancing and liquidity control, the
Financial Markets segments use the various instru-
ments of the European Central Bank in addition to
the interbank market and the repo market. The
refinancing mix is supplemented by new issue
business in euros and US dollars. In addition, for
the purpose of overall bank control and TREA man-
agement, investments are completed in the bank-
ing book (Bank Assets Allocation Division). The
portfolios are subject to the control of NORD/LB’s

Asset Liability Committees.

Focus is also being placed on separating new busi-
ness growth from balance sheet growth. NORD/LB
therefore aims to extend its value chain by using
its competence in structuring the financing of
complex assets and the associated expertise in var-
ious sectors in order to offer institutional capital
market investors credit-based investment prod-

ucts.

As well as the portfolio-related aspects of diversifi-
cation, NORD/LB’s business activities continue to
be strongly influenced by the interests and needs
of its owners and the economic structure of its

owner states.

e Private Customers:

The Private and Commercial Customers segment,
which through the founding institutes of NORD/LB
can look back on 250 years of history and therefore
represents the nucleus of today’s bank, has always
been very important for NORD/LB and is a main-
stay of the business model. Taking into account
changing customer needs and demographic devel-
opments, in particular in retail business the strate-
gic focus should be on pushing product innova-
tion, the continual automation and improvement

of value-adding processes and digital sales.



¢ Corporate Customers:

Providing credit to the regional economy is one of
the primary tasks of a landesbank. Nothing defines
the Lower Saxony economy as much as its success-
ful automotive industry; however, there are many
more sides to the economy. Lower Saxony, Saxo-
ny-Anhalt and Mecklenburg-Western Pomerania
are states with vast expanses of land and the qual-
ity of the soil and the flat topography provide ideal
conditions for high-yield and efficient farming.
Agriculture therefore accounts for a major part of
economic activity in this region. This is reflected
in NORD/LB’s business model, with the Agricul-
tural Customers subsegment an important part of
the Corporate Customers segment. A further speci-
ality of the Corporate Customers segment lies in
the financing of residential housing companies.
NORD/LB’s Corporate Customers segment also cov-
ers a wide range of other sectors in which NORD/LB
provides finance to regional SMEs in Lower Sax-
ony, Saxony-Anhalt and Mecklenburg Western
Pomerania. In doing so it cooperates closely with
the regional savings banks. NORD/LB is striving to
expand its Corporate Customers business by being

present in locations outside of the owners’ regions.

¢ Savings Bank Network:

NORD/LB acts as the central bank for the savings
banks in Lower Saxony, Saxony-Anhalt and Meck-
lenburg Western Pomerania and provides them
with all of the services they need in theirrole as the
regional business bank. This business is part of
NORD/LB’s genetic code and will be strengthened
by focusing on lending business and capital mar-

ket business.

¢ Institutional Customers:

A further important role of a landesbank is the
provision of credit for public budgets. In view of
the fact that NORD/LB covers large parts of its own
refinancing requirement with capital market
instruments, it has already started to use its related
market knowledge and skills to advise issuers of
debt securities on the structuring and placement
of such securities. It is today one of the key players
in the issuing and trading of public-sector debt

instruments, Pfandbriefe and other interest-bear-
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ing securities in Germany. Business with insti-
tutional customers is becoming increasingly
important in the context of the intended expansion
of the product range with semi-liquid investment

products.

e Shipping Customers:

All of the major German sea ports are located in the
North Sea and Baltic Sea regions, therefore many
German shipping lines are based here as well. It is
due to this reason that NORD/LB accumulated its
expertise in ship financing, and today this is an
important part of the business model. Ship financ-
ing will remain a mainstay of the business model
in future. The downsizing of commercial shipping
in combination with a widening of the customer
base and the building up of the offshore, cruise
ship and special tonnage segments should contrib-
ute towards greater diversification and a more

balanced risk structure.

¢ Aircraft Customers:

Lower Saxony is the third largest location for the
aviation industry in the world after Seattle and
Toulouse. In addition to the Airbus locations in
Buxtehude, Stade, Varel and Nordenham, a large
number of middle-market suppliers based all over
the federal state play an important role in this
industry. In its aircraft financing, NORD/LB main-
tains business relations with major aircraft manu-
facturers and suppliers (e.g. Airbus) who have
moved to Northern Germany, and finances aircraft
for well-known major airlines. NORD/LB believes
that aircraft financing offers growth and earnings
potential in particular in Asia and that this should
be tapped on a perspective basis. In the aircraft
sector, in order to further extend activities, as well
as opening up further aircraft segments (e.g. heli-
copter and cargo aircraft), the addition of high-
er-margin credit products to the product range is

being considered.
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¢ Energy and Infrastructure Customers:

The favourable climatic conditions in Northern
Germany provide NORD/LB with the opportunity
to support economically viable projects. This has
helped the region become the leading producer of
in particular renewable energies in Germany. Here
the focus is on the building of wind parks and
solar/photovoltaics and biogas plants. Renewable

energies business and infrastructure projects will

Control Systems

NORD/LB’s control system is based on an annual
process in which the strategic objectives are con-
firmed or revised in the spring by the Managing
Board, based upon which the targets for the plan
for the following year are set in the autumn. In
a two-way process, the top-down/bottom-up plan-
ning is synchronised and completed by the year-

end.

Definitions of the key control indicators:

continue to play an important role in NORD/LB’s
business model. The business volume should be
expanded specifically in these two segments,
including some international projects in order to
achieve greater diversification at country level as
well. The widening of advisory and structuring ser-
vices should sustainably increase commission

income.

The key control indicators here are return on
equity (RoE) and at business segment level the
return on risk-adjusted capital (RoRaC), the cost-in-
come ratio (CIR) and the operating result after risk

provisioning and valuation.?

ROE (Return on Equity) (net income before taxes)/Long-term equity under commercial law

for the overall bank =

(=reported equity capital - silent participations — net income after taxes

+ fund for general banking risk)

RoRaC (Return on

(Earnings before taxes)?/Committed core capital

Risk-adjusted Capital) for (8 per cent of the higher of the TREA limits and the

the business segments= amount called on)

CIR (Cost-Income-Ratio) = Administrative expenses/(Total earnings)®

U Corresponds with the earnings from normal business activities in accordance with the Income Statement.

2 Segment’s contribution to profit before taxes.

¥ Sum of Net Interest Income, Net Commission income, Net Income Deriving From Trading Business and other operating profit/loss.



Risk Management

Fundamentals

The business activities of a bank inevitably involve
the conscious undertaking of risks. Efficient risk
management in terms of a risk-and-return-ori-
ented allocation of equity is therefore a key compo-
nent of modern bank management and a high
priority for NORD/LB. Risk management is primar-

ily based on the controlling of risks.

From a business point of view, NORD/LB defines
risk as being potential direct or indirect financial
losses due to unexpected negative differences
between the actual results and projected results of

business activity.

NORD/LB conducts at least once a year and when
required a multi-stage process to develop an over-
all risk profile in accordance with the Minimum
Requirements for Risk Management (Mindestan-
forderungen an das Risikomanagement, MaRisk)
AT 2.2 and AT 4.5. The overall risk profile comprises
the risk types relevant for NORD/LB. A distinction
is also made between material and non-material
risks. Material in this context are all relevant
risks which could have a negative impact on the
NORD/LB Group’s capital resources, earnings, the
liquidity position or the achievement of NORD/LB’s
strategic goals.

Identified as material risk types were credit risk,
investment risk, market-price risk, liquidity risk
and operational risk. Also considered to be rele-
vant are business and strategic risk, reputation
risk, syndication risk, pension risk, model risk and
real estate risk. All material risk types are con-
trolled by NORD/LB’s risk-management system.
The material risk types consider all relevant risks.

Management Report Foundations of the Bank

Basic conditions for structuring this risk manage-
ment process are specified for banks and groups of
banks in the Minimum Requirements for Risk
Management on the basis of § 25a of the German
Banking Act. In accordance with these require-
ments, proper business organisation includes the
specification of strategies on the basis of proce-
dures for ascertaining and securing risk-bearing
capacity, which comprises both risks and the capi-

tal available for covering these risks.

In line with the existing risk management of the
NORD/LB Group, the Managing Boards of NORD/LB
and Deutsche Hypo decided on 30 June 2013 to
announce the use of the waiver option by Deutsche
Hypo in accordance with § 2a no. 1 in the version of
the German Banking Act applicable at this time.
The profit/loss transfer agreement concluded for
an indefinite period of time by Deutsche Hypo and
NORD/LB constitutes the basic prerequisite for
this.

The fourth amendment of the Minimum Require-
ments for Risk Management published in Decem-
ber 2012 resulted in new requirements for risk
management. The implementation of the new
requirements where there was a need for action

was completed on time in 2014.

Strategies

The responsible handing of risks is the uppermost
priority in the business policy of NORD/LB. The
risk strategy is accordingly drafted to conform to
the business model, the business strategy and the
specifications of the risk strategy of NORD/LB and
it is reviewed at least once a year. It accordingly
contains information on the principles of risk
strategy, the organisation of the risk management
and on sub-strategies for risks relating to the mate-
rial risk types.

15
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The core element of the risk strategy is the Group-
wide risk-bearing capacity model (RBC model), on
the basis of which risk appetite is specified. For
NORD/LB it was conservatively determined that
normally in a going-concern scenario as the pri-
mary control group at most 80 per cent of the risk
may be covered with risk potential. 20 per cent of

the risk capital is held as a buffer.

The maximum risk capital is also allocated to the
material risk types in the risk strategy on the basis
of the RBC model. Most of the cover pool is allo-
cated to credit risk, reflecting NORD/LB'’s focus on
customer-oriented lending business. NORD/LB is
responsible for determining the allocation rele-
vant for NORD/LB, although this must be consist-
ent with the allocation for the NORD/LB Group.

The Group risk strategy and the risk strategy of
NORD/LB were reviewed as scheduled and ad-
justed in 2014 and discussed with the Supervisory
Board after being passed by the Managing Board.

The risk strategy aims at achieving an efficient
management of all material risk types and at
achieving a transparent presentation of these risks
to the management, the supervisory bodies and
other third parties with a justified interest. Based
on this, NORD/LB has a range of further instru-
ments at operational level which ensure that there
is sufficient transparency of the risk situation and
structure the required limitation and portfolio
diversification in a way which can be controlled
and monitored. These instruments are described
in detail in NORD/LB’s risk handbook.

Furthermore, NORD/LB has also made commit-
ments in the restructuring plan agreed with the

EU which are considered in the risk management.

Structure and Organisation

Responsibility for the NORD/LBs risk management
lies with the Managing Board of NORD/LB. The
Managing Board coordinates the higher Group risk
strategy and its amendments in the Erweiterter
Konzernvorstand (Extended Group Managing
Board), which also includes the Chairmen of the
Managing Board of Bremer Landesbank, NORD/LB

Luxembourg and Deutsche Hypo. Following the
adoption of the Group risk strategy and the risk
strategy of NORD/LB by the Managing Board of
NORD/LB, they are then submitted to the Super-
visory Board of NORD/LB for its information and
discussed with it.

The responsible Chief Risk Officer (CRO) in the
Managing Board of NORD/LB bears, in concert with
the heads of the market departments, responsibil-
ity for drawing up and monitoring the risk strategy.
This includes the monitoring of material risks

including the risk reporting.

The responsibility of maintenance and further
development of the RTF-model, running super-
vision of compliance and regular verification of
the risk strategy of the NORD/LB reside with the
NORD/LB Finance and Risk Control Division.

The optimisation of the organisation of the Finance
and Risk Control Division that commenced in 2014
takes into account the increasing requirements
for risk-return management that is more process

oriented and covers all risk types.

In addition to the Erweiterter Konzernvorstand,
various other committees are involved in the risk
management of NORD/LB:

¢ Konzernsteuerungskreise (Group Control Com-
mittees): A system of Konzernsteuerungskreise
(KSK), whose members are, depending on the
Konzernsteuerungskreis, various members of
the Managing Board and divisional heads of the
significant companies of the NORD/LB Group
from a risk point of view, supports the insti-

tute-wide control.

¢ Methods Board: In the Methods Board set up in
2014 appropriate standards are developed and
approved for key risk controlling methods and
reports at the level of the NORD/LB Group. The
members are the heads of specialist depart-
ments of significant companies of the NORD/LB

Group from a risk point of view.



¢ Group Risk Committee: The Group Risk Commit-
tee (GRO) is chaired by the Chief Risk Officer.
Other permanent members are the director
responsible for Special Financing and Corpo-
rate Customers, the director responsible for
Financial Markets, the heads of the Central Man-
agement Risk, the Finance and Risk Control
Division, the Credit Risk Management Division,
the Special Credit Management Division and
Research/Economy of NORD/LB and the risk
officers at Bremer Landesbank, NORD/LB Lux-
embourg and Deutsche Hypo. Further partici-
pants are invited when required. The GRC sup-
ports the Managing Board in the holistic consid-
eration of risks. The focus of the GRC lies in con-
sidering the overall portfolio of the NORD/LB
Group taking into account all material risk

types and strengthening Group integration.

¢ RWA(+) Board: The RWA (+) Board is responsible
for generating impetus in the operational con-
trol of TREA. In addition to the Head of the
Finance and Risk Control Division and the rep-
resentatives of the market divisions of NORD/
LB, among others the representatives of the
Credit Risk Management and Finance Divisions
have voting rights. In this committee the rele-
vant information on TREA and shortfall devel-
opment and on economic and regulatory equity
is analysed and combined in a forecast. In the
RWA (+) Board possible measures are compiled,
assessed and controlled in respect of their

implementation.

e Other advising committees: The Konzern-
steuerungskreise and the Managing Board are
supported by a number of other committees
which provide advice in specific areas. These
include for example the Asset Liability Commit-
tee (asset strategies) and the Risk Round Table
(governance, operational risk and compliance

issues).

The structure and organisation of risk manage-
ment in NORD/LB complies with the requirements
of MaRisk. The process of risk management is sub-
ject to constant review and improvement. Adjust-

ments which may be made cover organisational
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measures, adjustments to procedures for quantify-
ing risk and the continuous updating of relevant

parameters.

A risk-oriented and process-independent audit of
the effectiveness and adequacy of risk manage-
ment is carried out by NORD/LB’s Internal Audit
Division. As an instrument of the Managing Board
it is part of the internal monitoring process. The
aims of Internal Audit also include the monitoring
of the effectiveness, the efficiency and correctness
of business activities. It also facilitates the optimi-
sation of business processes and of controlling and

monitoring procedures.

The treatment of new products, new markets, new
sales channels, new services and theirvariations is
regulated in the new product process (NPP). The
essential aim of the NPP is to identify, analyse
and assess all potential risks for NORD/LB prior to
starting the new business. This includes all of the
essential audit areas, documentation of the new
business activities, their treatment in the overall
operational process, the decisions to start the
business and where applicable the associated

restrictions.

More detailed information on the structure and
organisation of risk control is provided in the

sections below on structure and organisation by
risk type.

Risk-Bearing Capacity Model

The RBC model constitutes the methodical basis
for monitoring NORD/LB’s risk strategy. This moni-
toring is carried out by NORD/LB’s Finance Risk
Control Division. The Finance and Risk Control
Division’s Strategy and Models Department is
responsible for the overall control and develop-
ment of the RBC model.

The aim of the model is to aggregate and duly pres-
ent the bank’s risk-bearing capacity. The monitor-
ing and reporting process is conducted regularly
and guarantees that the responsible bodies are
promptly informed about NORD/LB’s risk-bearing
capacity situation.
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NORD/LB’s RBC model consists of the three pillars
of going concern, gone concern and regulatory
framework, in which the respective material risks
(risk potential) are compared with the defined risk

capital.

The RBC model assumes the going-concern sce-
nario to be the appropriate approach. The overrid-
ing objective of this control committee is the inde-
pendent continuation of the business as a going
concern based on NORD/LB’s current business
model even if all of the available cover pool is con-
sumed by risks that have materialised. In the
going-concern scenario risk potentials that are
economically-calculated using a uniform confi-
dence level of 95 per cent are compared with a risk
capital which is calculated for the scenario of a
bottleneck of available capital in accordance with
the Capital Requirements Regulation (CRR) with
fixed minimum ratios (total capital and Common

Equity Tier 1) and adjusted for various aspects.

The second consideration level is the gone-concern
scenario, which represents a secondary require-
mentin the RBC model. The gone-concern scenario
considers a higher confidence level from a risk
potential point of view of 99.9 per cent and com-
pares the corresponding economically-calculated
risk potentials with a risk capital that is based on

the full regulatory capital.

The third consideration level of the RBC model is
the regulatory scenario and the official notifica-
tion of capital adequacy in accordance with the
Capital Requirements Regulation (CRR). It consid-
ers the risk potentials calculated in accordance
with regulatory requirements. The regulatory con-
sideration is a strict supplementary condition in
the RBC model.

On the capital side, both in the gone-concern
scenario and in the regulatory scenario, tests are
based on equity and equity-like components which
according to banking regulations are to be classed
as equity. In the gone-concern scenario the risk

capital is adjusted to take into account various

aspects (e.g. with the consideration of hidden
liabilities). If the required capital to cover risks is
consumed in a gone-concern scenario, there would
be no possibility for the bank to continue under

otherwise changed assumptions.

The design of the RBC model ensures that the
gone-concern scenario can provide stimulus for
the going-concern scenario, which is relevant for
the assessment of the risk-bearing capacity.
However, impetus directly relevant for control is
provided by the going-concern scenario. Strategic
limits are derived from the consideration of
risk-bearing capacity taking into account the allo-
cations of risk capital in the risk strategies of the
NORD/LB Group and NORD/LB based on the

going-concern scenario.

When calculating risk-bearing capacity, risk calcu-
lations are also considered, both within a risk type
as well as across risk types. Concentrations within
a risk type essentially concern credit risks as the
most significant risk type for NORD/LB. These are
integrated via the internal credit risk model into
the RBC model.

Concentrations across different risk types are
considered by stress tests. In its risk control for the
bank as a whole, NORD/LB employs its stress test
instruments in order to analyse the effect of poten-
tial adverse scenarios and derive appropriate

actions for risk management.

The revolving stress-testing process starts with a
structured process to identify and determine the
scenarios that are relevant for and represent
a potential threat to the bank’s business model.
These scenarios are reviewed by a Case Manager
who examines their economic cause-effect chains
taking into account all of the risks and theirimpact
on key control and risk variables. The focus is on
understanding the interdependencies and deriv-

ing necessary actions.



In addition to this case-oriented procedure, the
effects of a global recession on the bank’s key
control groups are reviewed ongoing. Risk-type-
specific stress reviews are also conducted (for

example as part of liquidity control).

In the year under review, the “Stresstest24” instru-
ment was developed in order to allow events or
scenarios to be considered on an ad-hoc basis
within 24 hours and result in an initial thorough
evaluation of their relevance, the key cause-effect
chains and their impact. In addition, the stress test
instruments are currently being refined from an
infrastructure and technical point of view, taking
in particular the experiences and targets of the
2014 European Central Bank (ECB) stress test into

account.

The Finance and Risk Compass prepared on a
quarterly basis and the preliminary summary of
the risk situation of NORD/LB constitute the key
instrument for the internal reporting of risks to the
Managing Board and the Supervisory Board. Com-
pliance with the specifications of the risk strategy
on risk appetite and on the allocation of risk capi-
tal to the material risk types is therefore reviewed

regularly.

In addition to receiving the report on risk-bearing
capacity, the Managing Board is also informed
about risks associated with covered bond business
on a quarterly basis. The report prepared meets the
requirements of § 27 of the German Covered Bond
Act.

Credit Risk

Credit risk is a component of counterparty risk and
is broken down into traditional credit risk and
counterparty risk in trading. Traditional credit risk
defines the risk of loss involved when a credit
borrower defaults or when the credit rating of such
a credit borrower deteriorates. Counterparty risk
in trading defines the risk of loss involved when
a borrower or contract partner in trading trans-
actions defaults or when the credit rating of such

a borrower or contract partner deteriorates. It is

Management Report Foundations of the Bank

broken down into default risk in trading, replace-

ment risk, settlement risk and issuer risk:

e Default risk in trading defines the risk of loss
involved when a borrower defaults or when the
credit rating of such a borrower deteriorates. It
equates to traditional credit risk and relates to

money market transactions.

¢ Replacement risk defines the risk of the contract
partnerin a pending transaction with a positive
present value defaulting and this transaction

having to be replaced with a loss.

¢ Settlement risk is broken down into advance
payment risk and clearing risk. Advance pay-
ment risk defines the risk when the bank has
completed a payment of the counter-payment
not being made by the contract partner or, if
payments are offset, the balance not being paid.
Clearing risk defines the risk of transactions of
transactions not being able to be cleared by
either party upon or after the expiry of the con-
tractually agreed performance date.

e Issuerrisk defines the risk of loss involved when
an issuer or reference entity defaults or when
the credit rating of such an issuer or reference

entity deteriorates.

In addition to the original credit risk, cross-border
capital transfer services involve country risk
(transfer risk). This is the risk that, despite the abil-
ity and willingness of the individual counterparty
to meet payment claims, a loss will occur as a result

of overriding government hindrances.
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Management

For NORD/LB lending business and the manage-
ment of credit risks is a core competence that is
to be permanently developed and extended.
NORD/LB sees itself as a reliable universal bank
focusing on credit business and it positions itself

with its customers accordingly:.

In order to meet the specific requirements of each
business segment, NORD/LB has established
financing principles for the individual market
segments classified in the strategic business seg-
ments as risk-relevant; these cover both market
and back office divisions. These principles repre-
sent binding guidelines for new lending business
and include the ratings of the target customers of

the relevant market division.

New lending business focuses on concluding
agreements with customers with a good credit
rating. NORD/LB also concentrates on business
with borrowers of good standing in the capital
market business. Business is only conducted with
customers who fall outside of the above credit
rating focus only after careful consideration of

their opportunity and risk profiles.

The controlling of NORD/LB’s credit portfolio takes
into account opportunities and risks. The aim is
to produce competitive profitability and ensure
efficiency and flexibility in terms of the active
management of credit risk positions in order to

minimise unexpected losses.

NORD/LB focuses regionally mainly on domestic
business. Its foreign lending business focuses on
developed countries and selected emerging
markets. Regional concentrations are deliberately
realised outside of Germany in the USA, Great
Britain and France. The focus is on commercial
shipping, aircraft, energy, the automotive industry
(including automotive banks) and real estate bank-
ing in accordance with the business strategies of
the NORD/LB Group and NORD/LB is limited strate-
gically to prevent risk concentrations.

The NORD/LB Group strives to achieve a highly
diverse business portfolio by managing it with
asset classes in different market cycles. Here
NORD/LB aims to achieve in the long term a busi-
ness mix which provides a balance between
large-volume special finance business with ship-
ping and aircraft customers, energy and infra-
structure customers and real estate banking cus-
tomers on the one hand granular business with
private and corporate customers, institutional
customers and savings banks on the other. This
mix should prevent cluster risks and make the
portfolio on the whole less vulnerable to cyclical
risks. At the level of the NORD/LB Group, no busi-
ness segment should make up more than one quar-
ter of the TREA and income of the NORD/LB Group.
On the income side, in the long term a fifty-fifty
mix between special finance and other business

activities is sought.

Structure and Organisation

A riskrelated organisational structure and the
functions, responsibilities and authorisation of
divisions involved in risk processes are clearly
defined at employee level. In accordance with the
Minimum Requirements for Risk Management,
processes in lending business are characterised by
a clear organisational separation of the market
and back office divisions, right through to manage-

ment level.

NORD/LB market divisions conduct the opera-
tional financing business relating to customers,
properties and projects on a national and interna-
tional level within a framework of specified limits.
They are primarily responsible for the core tasks of
acquisition and sales. The market divisions are
responsible for the initial vote, for structuring
conditions and for earnings. In the case of
minor-volume, low-risk exposures, the market
divisions will in some cases also bear sole respon-
sibility for the risk (unilateral authorisation) as
well as responsibility for analysing and observing

these risks.



Tasks relating to analysis (including assigning
ratings) and risk observation as well as the specifi-
cation of collateral values are combined in the
Credit Risk Management back office division. Real
estate and special appraisals are exceptions here;
these are carried out in a separate, market-inde-
pendent valuation management process. The
Credit Risk Management Division is also responsi-
ble for the second vote taken for decisions on indi-
vidual loans. Exposures with a concentration of
risks are also subjected to a credit rating process
in respect of large exposure management. In a
multi-stage reporting system, the division also
prepares segment portfolio reports on selected

subsegments at regular intervals.

The Credit and Securities Management division in
the CRM is responsible forimplementing the credit
decisions for risk-relevant exposures including the
contract documentation and for managing port-
folios. With special finance the respective market

division is responsible for these tasks.

The central management of risk concentrations in
NORD/LB’s credit portfolio is the responsibility of
the Credit Portfolio Management Group which is
part of the CRM. Concentrations are examined with
regard to the size of a group of related customers in
accordance with § 19 para. 2 of the German Bank-

ing Act as well as by country and industry.

The processing of non-performing exposures or
exposures requiring debt readjustment is the
responsibility of the Special Credit Management
(SCM) Division at NORD/LB. Credits with a rating
of 11 on the rating master scale of the German
Association of Savings Banks and Girobanks
(DSGV) (i. e. allocation to the “high risk” category in
accordance with the “Initiative Finanzstandort
Deutschland” (IFD, initiative for Germany as a
financial location)) or lower must be reported to
the SCM division. Other defined indicators of risk
(e.g. suspicion of behaviour not in the interests of
creditors or the initiation of restructuring pro-
cesses) may also require reporting. The SCM

decides whether it will assume full responsibility,
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whether coaching is to take place or whether the
exposure remains in the Market or CRM division
with intensive support. From a rating of 16 (alloca-
tion to the IFD Default risk category (non-perform-
ing loans)), the SCM division is obliged to take over
responsibility for an exposure. Exceptions are
made with both the reporting requirement and
assuming of responsibility for low-risk business
and business-specific reasons. For financial insti-
tutions including central governments and foreign
regional authorities, asset-backed securities (ABS)
and corporate bonds, processing takes place in the

Credit Risk Management Division.

Credit decision authorisation is classified in
accordance with the total loan eligible and the rat-
ing of a borrower. Credit decisions are always
taken by an authorised person in authority in
a market division and an authorised person in
a back office division (bilateral authorisation). The
second vote is prepared in units independent of
the market divisions in accordance with specified
criteria. In addition to fulfilling the regulatory
requirement of functional separation for credit
assessments, this ensures that first-class credit
decisions are taken on the basis of unified stand-
ards.

The Managing Board is responsible for controlling
NORD/LBs credit portfolio. In performing its tasks,
the Board consults among other things the Group
Risk Committee, which ensures that a link between
individual credit decisions and portfolio manage-
ment is given and takes into account all types of
risk. The GRC recommends to the Managing Board
various instruments for this purpose such as the
ordering of an acquisition stop, the limiting of
national, industrial or borrower-related concentra-
tions or making recommendations relating to the
placement of exposures and sub-portfolios. Within
the general guidelines set by the Managing Board,
where necessary the GRC also determines individ-
ual strategies for individual groups of related cus-
tomers, countries and industries within the strate-
gic limit systems. The individual credit decision

remains the responsibility of the Managing Board.
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As at a certain volume, decisions are taken by
the Managing Board or by the Risk Committee, a
sub-committee of the Supervisory Board of
NORD/LB. The Risk Committee participates in the
process of granting loans in accordance with an
authorisation regulation passed by the Super-
visory Board. The acquisition of investments also
requires the approval of the Supervisory Board, as

do loans to executives.

The Strategy and Models Department of the
Finance and Risk Control Division is responsible
for the methods for measuring credit risks and for
credit risk control instruments. It is responsible
together with the Management Information Sys-
tems Department for the independent monitoring
of credit and investment risk at portfolio level and
for the corresponding report system as well as the
regulatory reporting system. The Strategy and
Models Department is also responsible for the
methods used for the economic quantification of

counterparty risk

Collateral

For the assessment of credit risks, in addition to
the credit rating of borrowers or counterparties
reflected in the rating, the customary bank securi-
ties available and other risk reduction methods are
of importance. NORD/LB therefore accepts domes-
tic and foreign securities in the form of property
and rights (collateral) to reduce credit risk. When
accepting securities the cost-benefit relationship

of the security is considered.

The collateral is assessed both at the time the loan
is granted and during the subsequent ongoing
(normally at least once a year) monitoring as to
whether it appears to be disposable at the assumed
value based on foreseeable economic develop-
ments during the (remaining) term of the loan.
They are therefore reviewed on a case-by-case
basis as to whether the valuation appears to be jus-
tified based on the respective type of security and
based on its legal and economic applicability in

respect of the person of the borrower and the type

of loan. If factors relevant to the assessment have

changed, the assessment is adjusted accordingly.

The credit guidelines and lending principles of
NORD/LB specify which fundamental types of
security and collateral should be used and the
maximum loan (lending limit) which may be lent
against the collateral. Sureties, credit securities
similar to sureties, assignments of receivables and
other rights, chattel mortgages, property, receiva-
bles and other rights and collateral assignment of
chattel are accepted as credit security. Other collat-
eral can be contracted with the borrower, but
this does not reduce the unsecured portion of the

exposure.

The legal portfolio of collateral is maintained in
the dedicated Collateral Management System
which is also used for the inclusion of collateral
when ascertaining minimum capital requirements

and for regulatory reports.

In order to ensure the legal validity and enforcea-
bility of collateral, standard contracts are mainly
used. In addition to this, external legal opinions
are obtained and the preparation of contracts is
assigned to authorised law firms. At the same time
the relevant legislation is monitored continually.
For foreign collateral, monitoring is performed by

international law firms.

Control and Monitoring

In order to assess credit risks at NORD/LB, each
borrower is rated within the framework of an
initial or annual credit rating process and a
cause-related rating or credit rating category is
also determined for each borrower. The rating
modules employed were either developed in vari-
ous cooperation projects conducted by the savings
bank financial group or the Landesbanks or they
were developed internally by NORD/LB.



A specific limit is stipulated for each borrower at
individual transaction level within the scope of
operational limiting in order to manage risks; this
has the character of an upper limit. The significant
parameters applied for deriving this limit are a
borrower’s creditworthiness, expressed as a rating,
and the funds that are available at the borrowers
free disposal for making principal payments when

servicing a loan.

Risk concentrations and correlations at portfolio
level are shown by quantifying the credit risk
potential in the credit risk model. Risk concentra-
tions are also limited by country and industry
limits at portfolio level as well as by the Large
Exposure Management model for groups of related
customers. The latter defines a loss-at-default
limit for every rating on the basis of which a Group
exposure for the categories corporates, financial
institutes, special finance and foreign regional
authorities is classified as being normal, as having
risk concentration or having strong risk concentra-
tion. The exposure limits are based on the

risk-bearing capacity of the NORD/LB Group.

Securitisations

Securitisation is a further instrument available
to NORD/LB to control credit risks. The aim of
these securitisation activities is to optimise the
yield/risk profile of the loan portfolio and to ease

regulatory equity requirements.

In order to diversify the loan portfolio, credit risks
in the banks own books can transferred to other
market participants (NORD/LB as an originator) or
additional credit risks are taken (NORD/LB as an
investor or sponsor). NORD/LB also conducts secu-
ritisation activities as an arranger of structured
transactions in the interest of customers. As a
sponsor, NORD/LB makes liquidity facilities availa-
ble in order to improve the credit quality of the
institute’s own asset-backed commercial paper

conduit programme Hannover Funding.
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Securitisation transactions are all subject to a
strict process of approval and monitoring, so that
potential risks before and after the conclusion of a
contract can be identified and regulated. NORD/LB
uses a rating system authorised by the regulatory
authorities in accordance with the Internal Assess-
ment Approach of the Capital Requirements Regu-
lation (CRR) as well as other approaches to assess

the risk of securitisation transactions.

NORD/LB pursues a conservative exposure strat-
egy in its role as investor and sponsor. The expo-
sure strategy focuses on a reduction portfolio and
customer-oriented new business. Here the new
business concentrates on bigger, selected custom-
ers of NORD/LB and offers the financing of receiva-
bles with the conduit Hannover Funding. The
reduction business concentrates on sales and
the reduction of TREA while safeguarding profit

interests.

Securitisation positions held by NORD/LB are
mainly classified low risk and were reduced fur-

therin the period under review.

In the year under review the bank structured a
securitisation for a credit portfolio with an initial
volume of approx. About € 11 billion consisting of
the asset classes of aircraft, renewable energies,
commercial real estate and German middle mar-
ket under the name of “NorthVest”. In order to
hedge the credit risks that this entailed, a guaran-
tee with an initial volume of € 450 million was con-
cluded with a private guarantor with effect of the
17 March 2014. The term of the guarantee is for 10
years. By the 31 October 2014 the volume had been
reduced as planned by € 40 million, and as at the
reporting date it totals € 410 million. The first loss
tranche held by NORD/LB totals € 80 million; to
date it has not been utilised. With this transaction
the bank can lower its risk-weighted assets by
approx. € 4 billion as at the balance sheet date and

release approx. € 320 million of equity.
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Assessment

Credit risk is quantified with the key risk figures
expected loss and unexpected loss. Expected loss is
determined on the basis of probability of default
taking into account recovery rates. The risk pre-
mium, which must be collected in order to cover
expected loss, is calculated using the same meth-

ods throughout the Group.

Unexpected loss for credit risk is quantified with
the help of an economic credit risk model for four
different confidence levels and a time frame of
one year. The credit risk model used by NORD/LB
includes correlations and concentrations in the
risk assessment and is subject to an annual review

and validation.

The credit risk model calculates the unexpected
losses at the level of the overall portfolio. The
model used is based on the CreditRisk+ model.
Using correlated sector variables, systematic
industry effects are represented in the loss distri-
bution. The estimated probability of default (PD) is
based on the internal rating method. The loss given
default (LGD) is determined on a transaction-spe-

cific basis.

The credit risk model works with a simulation
method which also takes into account specific
interdependencies of borrowers, e.g. on the basis
of Group structures. In addition to default losses,
losses that might be caused by rating migrations

are also considered.

In order to calculate capital adequacy require-
ments for credit risks, NORD/LB uses the Internal
Ratings Based Approach (IRBA). This does not
apply to a small number of portfolios, for which the
Credit Risk Standard Approach (CRSA) applies.
NORD/LB has the relevant authorisation for its rat-
ing systems, for the Internal Assessment Approach
(IAA) for securitisations and for the use of credit
risk mitigation techniques. Further portfolios are
to be gradually migrated from the CRSA to the
IRBA.

Reporting

NORD/LB’s Finance and Risk Control Division
draws up among other things the Finance and Risk
Compass for NORD/LB which shows and analyses
all the significant structural features and parame-
ters required for controlling the credit portfolio of
the NORD/LB. The Finance and Risk Compass also
includes in-depth analyses and stress scenarios
relating to the credit portfolio. It is submitted to the
Managing Board on a quarterly basis and is further
specified for individual subsegments by Industry
Portfolio Reports from the Credit Risk Manage-

ment Division.

The Managing Board of NORD/LB also receives
from the CRM Division other regular reports and
reports as and when required on the credit portfo-
lio of NORD/LB, e.g. on risk concentrations with
groups of related customers, country and industry
concentrations and commitments which need to

be monitored (credit watchlist).

Investment Risk

Investment risk is another component of counter-
party risk and defines the risk of incurring losses
when making equity available to third parties.
A potential loss due to other financial liabilities is
also a component of investment risk, unless it was

considered in the other risks.

In addition to the original investment risk,
cross-border capital transfer services involve

country risk (transfer risk).

Management

Securing and improving the bank’s own market
position is the primary motive behind the invest-
ment policy of NORD/LB. Generally investments
serve to effectively consolidate the universal activ-
ities of the bank and to fulfil joint responsibilities
resulting from the function as a state bank and
a central bank for the savings banks. In order to
support the NORD/LB Groups business model
there is a deliberate focus on credit institutes and

financial companies.



The strategic objective of significant investments
is to establish closer ties to support the custom-
er-oriented business model of the NORD/LB Group.
With all other investments, however, the general
objective is to systematically reduce these where
this makes sense from an economic and business

point of view.

Group interests are maintained in relation to
investments primarily by centrally specifying key
business ratios or specific tasks. The aim is to
ensure that the Group is effectively managed and

that transparency is guaranteed for third parties.

Structure and Organisation

Risks resulting from investments at various levels
in the Group are managed by NORD/LB'’s Invest-
ment Management in close cooperation with other
divisions, in particular the Finance and Risk
Control Division and the Finance/Tax Division.
Domestic and foreign investments are all super-
vised centrally by the Investment Management
unit or by the corresponding units in the subsidiar-
ies. Minor exposures are controlled and supervised
by the divisions initiating the exposure in each
case due to the close factual connection. This is
done in close cooperation with Investment Man-
agement. The management of the investment-spe-
cific database is the responsibility of the Invest-
ment Data and Equity Management Group, which

also arranges most of the regulatory reports.

The investment analysis developed by NORD/LB’s
Investment Management is an integral part of the
measurement of investment risk and determine
the significance of investments. Based on the anal-
ysis, which also expressly considers risks beyond
the carrying amount, investments are classified
consistently across all divisions as significant,
important and other investments. The review con-
siders both quantitative and qualitative criteria.
The analysis methods and the materiality concept
were reviewed in the year under review and

refined in some areas.
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The result of the materiality analysis determines
how closely the risks are monitored in all divisions
of NORD/LB. A further differentiation is made from
a risk point of view for the treatment of significant
investments. The significant investments based
on quantitative criteria of Bremer Landesbank,
NORD/LB Luxembourg, Deutsche Hypo and
NORD/LB CFB are considered in the internal and
external reporting at the level of individual risk
type. The significant investments of the NORD/LB
Asset Management Group based on qualitative
criteria (in the year under review consisting of
NORD/LB Asset Management Holding GmbH,
NORD/LB Capital Management GmbH (until
29. January 2014) and NORD/LB Asset Manage-
ment AG) and the Offentliche Versicherungen
Braunschweig Group (consisting of Offentliche
Lebensversicherung Braunschweig and Offent-
liche Sachversicherung Braunschweig) are
reported together with the important and other
investments as investment risk, but are subjected
to closer analysis by the divisions included in
Investment Management. At individual institute
level the significant direct investments based on
quantitative criteria are reported in investment

risk.

Control and Monitoring

Investments are regularly monitored by analysing
reports drawn up during the year, intermediate
and annual reports and audit reports drawn up by
the auditors. Control is carried out by NORD/LB
representatives or the supervising subsidiaries in
the supervisory boards, advisory boards, share-
holders’ meetings, annual general meetings and
owners’ meetings as well as by means of holding

operative mandates in the companies.

Generally all investments are monitored centrally
by NORD/LB’s Investment Management. However,
some subsidiaries, in particular Bremer Landes-
bank, have their own Investment Management

Department.
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The Erweiterter Konzernvorstand and the
Konzernsteuerungskreise control all significant

investments.

Assessment

The method for measuring investment risk also
considers risks beyond the carrying amount, e.g.
additional contributions and letters of comfort. In
the category of investment risk, the risk potential is
quantified for different confidence levels and a
time horizon of one year using a risk model; the
parameters that are used focus on loss events relat-
ing to investments. The further calculation is based
on the Gordy model, which is used by the Basel
Bank Supervisory Committee for aligning equity

requirements within the framework of Basel II.

The model used calculates contributions made by
individual investments towards expected and
unexpected loss at portfolio level, which together

add up to the risk potential for the full portfolio.

Reporting

Investment Management reports to the Managing
Board and the supervisory bodies of NORD/LB
twice a year on the investment portfolio. The report
includes among other things an analysis of current
development and for substanial and significant
investments the strengths and weaknesses of the

investments.

In addition, the significant and important invest-
ments are reported on quarterly in the Finance
and Risk Control Division’s Finance and Risk Com-
pass. In addition to this, realised or anticipated
income from investments is reported on a monthly
basis to the Finance/Taxes Division. The Finance
and Risk Control Division also submits a report on
the income and profitability of the NORD/LB
Group’s largest investments consolidated under

commercial law to NORD/LB’s Managing Board.

Information on the risk situation of the invest-
ments is considered on a quarterly basis in the
Finance and Risk Compass by NORD/LB’s Risk Con-

trol Division. Within this framework, Investment

Management also reports on the profitability of the
significant and important investments and on the

risk situation on a portfolio basis.

Market-Price Risk

Market-price risk is defined as the potential losses
which may be incurred as a result of changes in
market parameters. With market-price risk a dis-
tinction is made between interestrate risk, cur-
rency risk, share-price risk, fund-price risk, volatil-
ity risk, credit-spread risk in the banking book and
commodity risk.

¢ Interest-rate risk always occurs when the value
of an item or a portfolio reacts to changes to one
or several interest rates or to changes in full
yield curves and when these changes may con-
sequently impair the item. This also includes
the credit-spread risk in the trading portfolio
and the liquidity reserve in accordance with the

German Commercial Code.

e Credit-spread risk in the banking book defines
potential changes in value which would result
in the banking book if the credit spread applica-
ble for the respective issuer, borrower or refer-
ence entity used for the market value of the item
changed.

e Otherpartial risks relevant for NORD/LB include
the risk that the value of an item reacts to
changes in one or more currency exchange
rates (currency risk), share prices or share
indexes (share-price risk), fund prices (fund-
price risk) or volatilities applied for valuing
options (volatility risk) and the changes result

in a reduction in the items value.

Management

The activities of NORD/LB associated with mar-
ket-price risks are concentrated on selected mar-
kets, customers and product segments. Their posi-
tioning on money, currency and capital markets
should be in line with the significance and dimen-
sion of the bank and is primarily geared towards

the needs of customers and supporting the control



measures of the bank as a whole. NORD/LB does
not take up any positions on an opportunistic

basis.

Trading activities relating to customer business
focus on interest products. Here NORD/LB aims,
within the scope of set market-price risk limits, to
achieve earnings from term transformation or
credit spreads and to participate in general market
developments within the framework of these risk

limits.

Credit investments in securities and credit deriva-
tives result in significant credit-spread risks in the
banking book. NORD/LB aims to use the credit
spreads to maturity and to gradually reduce the
amount of these credit investments by trimming

down the portfolio

Structure and Organisation

The trading divisions Treasury, Markets and Bank
Assets Allocation are responsible for controlling
market-price risks in NORD/LB. Within the scope of
their Global Head function, the trading divisions
are also responsible for trading activities con-
ducted at the foreign branches in London, New
York, Singapore and Shanghai. Trade transactions

are processed and controlled in separate divisions.

The strategic control of market-price risks is sup-
ported by the Asset Liability Committee (ALCO).
The ALCO is an advisory body that normally meets
on a monthly basis at the level of NORD/LB. It sup-
ports the strategic control of market-price risk posi-
tions, liquidity positions and the investment port-
folio with the aim of optimising the profitability of
the risk capital tied up in the positions. For this
purpose recommendations for action are devel-
oped as a basis for decision-making for the Finan-
cial Markets Director. The members of the ALCO
with voting rights are, in addition to the director
responsible for Financial Markets, the Managing
Director of the ALCO and the heads of the trading
divisions. Representatives of the Finance and Risk
Control Division, the Research/Economy Division,

the Finance/Taxes Division and the director
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responsible for the Finance and Risk Control Divi-
sion also take part. The measures are implemented
by the Bank Assets Allocation Division and the

Treasury Division.

Risks are monitored by the Risk Control Depart-
ment in the Finance and Risk Control Division,
which in accordance with MaRisk operates inde-
pendently of divisions responsible for mar-
ket-price risk control in terms of both function
and organisation and performs comprehensive
monitoring, limiting and reporting activities for
NORD/LB (including its foreign branches). This
also includes calculating amounts eligible based
on the internal risk model for the quarterly CRR
report. The responsibility for the development and
validation of the risk model also lies with the Risk

Control/Performance Measurement Department.

Control and Monitoring

For the internal control and monitoring and
limiting of market-price risks, Value-at-Risk (VaR)
methods are generally employed for all significant
portfolios. The VaR limit for market-price risks is
derived from the RBC model, allocated by Manag-
ing Board resolution to the Director who is respon-
sible for Financial Markets and who delegates to

the subordinate organisational units.

Compliance with the limits is monitored by the
Risk Control Department. Any losses are immedi-
ately added to the loss limits, hence resulting in a
reduction in VaR limits in accordance with the
principle of self-absorption. Correlation effects
between the portfolios are included in calculating

VaR and in the delegation of sub-limits.

The Financial Markets units also include the Treas-
ury Division, which plans interest-rate, liquidity
and current risks from lending and deposit busi-
ness in the banking book centrally. The planning is
done on a macro-control basis. Securities, interest
derivatives and money and foreign exchange prod-
ucts are used as hedges. Details on the accounting
treatment of hedging instruments and the type of

hedges can be found in the notes.
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Assessment

The VaR figures are calculated daily using the his-
torical simulation method. In the process a unilat-
eral confidence level of 95 per cent and a holding
period of one trading day are used. At the end of
each quarter NORD/LB also prepares a VaR calcula-

tion when calculating the risk-bearing capacity.

The VaR calculation is based on historical changes
to risk factors over the previous twelve months.
The models take account of correlation effects
between risk factors and sub-portfolios. The calcu-
lation of credit-spread risks in the banking book
was integrated in the year under review into the
VaR model.

VaR models are particularly suitable for measur-
ing market-price risks under normal conditions.
The historical simulation method used is based on
data relating to the past and is in this respect
dependent on the reliability of the time series
used. The VaR is calculated on the basis of the
balances entered at the end of the day and does not
therefore show any possible changes in items
during the course of the day.

The prediction quality of the VaR model is verified
with comprehensive backtesting analyses. This
involves a comparison of the daily change in value
of the respective portfolio with the VaR of the previ-
ous day. A backtesting exception exists if a nega-

tive change in value observed exceeds the VaR.

The validation of the VaR model shows an improve-
ment in the number of backtesting exceptions in
NORD/LB’s banking book in the period under
review, which was mainly attributable to technical
improvements. The remaining exceptions result
primarily from fundamental risks, i.e. differences
in the scope of movements in the various swap
curves within the same currency leading to higher
daily fluctuations in the cash value in the Treasury
Division. Until the planned inclusion of these risks
in the VaR model, a reserve item will be considered
in the RBC model.

In addition to the VaR method, the effects of
extreme market changes on the risk position of
NORD/LB are examined in daily stress test analy-
ses. Various stress scenarios were defined for each
of the types of market-price risk, namely inter-
est-rate, currency, share-price, fund-price, volatility
risk and credit-spread risk, and these approxi-
mately reflect the average of the highest changes
seen in the respective risk factors and are com-
bined with scenarios spanning the types of mar-
ket-price risk. The risk factors observed were
selected in such a manner that material risks
relating to the entire portfolio of NORD/LB and
to the individual sub-portfolios of the trading

divisions are covered.

In addition, other stress test analyses are con-
ducted at least once a quarter, including strate-
gy-related stress tests for selected trading items
and specific stress scenarios for spread and basis
risks in the banking book. Further general stress
tests for all risk types are conducted on a quarterly
basis within the context of reporting on risk-
bearing capacity. The stress test parameters are
reviewed on at least an annual basis and adjusted
to changes in the market situation as and when

required.

NORD/LB also uses the VaR model to calculate the
capital adequacy requirements for general inter-
est-rate risks and for general and special share-
price risks in accordance with the Capital Require-
ments Regulation (CRR) at all relevant locations.
For the remaining types of risk from a regulatory
point of view, in particular interest-rate risk, the

standard method is applied.

Reporting

In compliance with the Minimum Requirements
for Risk Management, the Risk Control Depart-
ment, which is independent of the divisions
responsible for the positions, reports daily on

market-price risks to the respective Director.



In addition to this, the market-price risks under
a gone-concern scenario, which also include the
credit-spread risks in the banking book, are
reported on at least a weekly basis. The Managing
Board is informed in detail once a quarter about
NORD/LB’s and the NORD/LB Group’s market-price
risks and earnings position of the trading divi-

sions.

Liquidity Risk

Liquidity risks are risks which may result from
malfunctions in the liquidity of individual market
segments, unexpected events in lending, invest-
ment or new issue business or deterioration in
the bank’s own refinancing conditions. NORD/LB
understands placement risk to be a component of
liquidity risk. It describes the risk of own issues not
being placed in the market or only placed at poorer
conditions. Liquidity risks are broken down into
traditional liquidity risk, refinancing risk and

market liquidity risk:

e Traditional liquidity risk is the risk that pay-
ment obligations cannot be met or cannot be
met on time. Potential causes can be a general
disruption in the liquidity of money markets
which affects individual institutes or the entire
financial market. Market disruptions may in
particular result in significant asset classes not
being available for use as collateral. Alterna-
tively unexpected events in lending, investment
or new issue business may also result in liquid-
ity shortages. The focus of the NORD/LB consid-
eration is on the respective coming twelve

months.

¢ Refinancing risk constitutes potential declines
in earnings resulting for the NORD/LB Group
from the worsening of the banks own refinanc-
ing conditions on the money market or capital
market. The most significant cause in this case
is a change in the assessment of the bank’s
credit rating by other market participants. The
focus of consideration here is on the entire

range of terms to maturity. By considering
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the individual currencies, spread risks from

cross-currency swaps will also be considered.

e Marketliquidity risk defines the potential losses
to be borne if transactions need to be concluded
at conditions which are not in line with the fair
market value due to a lack of liquidity in indi-
vidual market segments. Market liquidity risks
may primarily result from security items in the

trading and banking books.

Management

Securing perpetual liquidity for NORD/LB is a stra-
tegic necessity. While traditional liquidity risk is
principally hedged by maintaining a sufficient
supply of liquid assets (in particular central bank
eligible securities), refinancing risks are allowed to
be taken with a structural transformation of liquid-
ity terms. Risks are constrained with suitable lim-

its in both cases.

The limit for traditional liquidity risk serves to
secure the ability to make payment even in a con-
servative stress scenario, while the limit for the
funding strategy is derived from the risk strategy
and the risk-bearing capacity of NORD/LB and
allows term transformation to contribute to earn-

ings.

In order to limit market liquidity risk the NORD/LB
primarily makes securities transactions in mar-
kets which have proven themselves to be suffi-

ciently liquid even when they are under pressure.

In the Global Group Liquidity Policy the business
policies for liquidity risk management in the
NORD/LB Group are specified. NORD/LB also has
liquidity control policies which define the basic
strategic guidelines for ensuring a sufficient sup-
ply of liquidity. Liquidity management measures
in cases of emergency and in crisis situations are

specified in contingency plans.
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Risk concentrations on the liabilities side are pre-
vented by a diversified investor base and product
range. The focus is on institutional and municipal
investors, which is in line with the risk-based
orientation of NORD/LB. The diversification of
refinancing sources is also strengthened by cov-

ered bond issues and retail deposits.

Structure and Organisation

In addition to the Treasury Division, the global
trading divisions Markets and Bank Assets Alloca-
tion and the Finance and Risk Control Division are
included in the process of liquidity risk manage-
ment at NORD/LB.

The Treasury Division is responsible controlling
items bearing liquidity risks and producing profits
and losses resulting from changes in the liquidity
situation (in general or specific to NORD/LB).

The Treasury Division also presents the liquidity
maturity balance sheet to the Asset Liability Com-
mittee. It also reports to this committee on refi-
nancing risk and makes recommendations for
action concerning the future approach towards

strategic planning if necessary.

The Risk Control/Performance Measurement
Department of the Finance and Risk Control Divi-
sion is responsible for the implementation and
development of liquidity-risk models. The Risk
Control Department ascertains and monitors tradi-
tional liquidity risk and monitors refinancing risk.
The Finance and Risk Control Division also ascer-
tains and monitors regulatory indicators in accord-
ance with the German Liquidity Regulation
(Liquiditatsverordnung, LiqV).

A Global Liquidity Management crisis team is
available in the event of a liquidity crisis and
assumes responsibility for liquidity management

in close cooperation with the Managing Board.

Monitoring and Control

The refinancing risk of NORD/LB is limited by the
present value limits and the volume structure lim-
its for various maturity bands that are derived
from the risk-bearing capacity. The liquidity pro-
gress is also considered by currency.

Traditional liquidity risk is primarily limited by
analysing a dynamic stress scenario. The scenario
describes the most likely crisis situation in each
case, and hence also describes as at the reporting
date a significant risk of a rating downgrade for
NORD/LB related to the credit portfolios affected by
the crisis in the shipping sector. Analysis is based
on liquidity cash flows and covers the coming
twelve months on a daily basis. For products with-
out fixed liquidity flows, optional components (e. g.
from irrevocable credit commitments), planned
new business and refinancing opportunities,
assumptions are made in accordance with the
market situation which are subject to regular vali-

dation.

With the help of the limit system it is ensured that
in the event of a stress case, surplus liquidity is
available for atleast three months. This means that
securing the ability to make payment at any time
in this maturity band is given preference over
possible opportunities to generate profits. The aim
is to ensure a liquidity surplus for at least six
months in the dynamic stress scenario taking into

account profitability aspects.

The dynamic stress scenario is supplemented by
other statistical stress tests. These tests cover a sce-
nario specific to NORD/LB and also the alternative
scenario of a comprehensive liquidity crisis as well
as a short-term scenario for a market-wide liquid-

ity problem.



Market liquidity risks are implicitly accounted for
by means of classifying securities in the liquidity
maturity balance sheet in accordance with their
market liquidity. Securities are allocated on the
basis of a detailed security category concept to
one of eleven main categories with one to eight
subcategories (e.g. by central bank eligibility and
rating). The liquidity maturity balance sheet is pre-
sented by liquidity category, with the maturities

ranging from due on demand to final maturity.

When classifying the securities in the liquidity
categories, in addition to the tradability, in particu-
lar the usability of the collateral of key importance,
i.e. the suitability of the securities as collateral in
repo transactions, with central banks or as cover

for covered bonds.

Assessment

NORD/LB calculates the utilisation of volume
structure limits for the various maturity bands on
the basis of a liquidity maturity balance sheet for
the entire item, which essentially reflects the
standard case. Liquidity risk is quantified in a
risk-bearing capacity concept resulting from a

present value consideration of the funding risk.

Calculation of dynamic and static stress scenarios
for modelling traditional liquidity risk is based on
current liquidity progress reviews. These are
stressed until they reflect a crisis. For example,
a reduced amount of accounting liquidity and an
increased utilisation of credit commitments is
presumed. The stress scenarios can be used to
show the effect of unexpected events on the liquid-
ity situation, enabling it to plan for the future and

to be well-prepared for cases of emergency.

The analysis of stress scenarios takes into consid-
eration the overriding significance of the market
liquidity of all of the securities in the portfolio. In
addition, the credit-spread risks for all securities
are considered when calculating market-price
risks. Since the spreads observed on the market
reflect both the credit rating of an issuer and the

market liquidity of the securities, the risk report
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also indirectly takes into account the market
liquidity of the securities. No separate risk dimen-

sion is applied for market liquidity risks.

Reporting

The Risk Control Department provides the respon-
sible divisional heads every day with the data on
the dynamic stress test scenarios for NORD/LB’s

traditional liquidity risk.

In addition to this the NORD/LB'’s biggest investors
in new business are monitored regularly. The
responsible divisional and departmental heads
are informed of liquidity concentrations in the

concentration risk report.

The Managing Board is also informed in detail in
the “Finance and Risk Compass” and “Report on
the risk situation” quarterly reports of the liquidi-
ty-risk situation. It also has the opportunity to
obtain current information on the liquidity situa-
tion on a daily basis from the Risk Control Divi-

sion’s Liqui Cockpit.

The monthly refinancing risk reports are prepared
in euro and in the most important foreign curren-
cies. The maturity balance sheets upon which the
refinancing risk is based are also presented
together with the stress tests to the Asset Liability
Committee which meets on a monthly basis.

The liquidity ratios calculated in accordance with
the German Liquidity Regulation can be calculated
daily and submitted to the Treasury Division for
the purpose of regulating liquidity risk. The report
in accordance with the German Liquidity Regula-
tion for the entire bank and each location is sub-
mitted to the Bundesbank, to the control divisions
and to the Managing Board of NORD/LB.
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Operational Risk

Operational risks are possible and from the point
of view of NORD/LB unintended events which
occur as a result of the inadequacy or failure of
internal procedures, employees, technology or as a
result of external events and resultin a loss or have
a very negative consequence for NORD/LB. In
accordance with this definition, legal risks, risks
due to a change in law, compliance risks, outsourc-
ing risks, misconduct risks, verity risks, fraud risks
and vulnerabilities in contingency and crisis man-
agement are included in operational risk. Not

included are strategic risks and business risks.

NORD/LB pursues the goal of efficient and sustain-

able management of operational risks, i.e.:

¢ The avoidance or transfer where this makes
economic sense.

e The relevant legal requirements are met at all
times.

e The avoidance of future losses with a strong risk
culture, which includes an open approach to
operational risks. Employee awareness is raised
and promoted with measures as required.

e Business continuation and contingency plans
serve to limit damage in the case of extreme
unexpected events. Very extreme, unforeseea-
ble events are countered by a crisis manage-
ment organisation.

¢ Implementation of an appropriate and effective

internal control system management.



Management

Risk management for operational risks based on
the “three lines of defence” model. Responsibility
for the control of operational risk within the
general environment specified is decentralised
and lies with the divisions (first line of defence).

Along the second line of defence, downstream risk

Three line model of defence
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management and compliance control processes
are installed, which are supplemented by a central
methodological framework for risk identification
and assessment and higher-level control and
reporting processes. The process-independent
audit is conducted by Internal Audit (third line of

defence).

1st line of defence 2nd line of defence 3rd line of defence

/| Decentral risk control

// Central monitoring/control pro-

/| Process-independent audit

in the divisions } cesses, in particular relating to risk } by Internal Audit
management and compliance

// Methodological framework

NORD/LB has an integrated approach to con-
trolling operational risks and is continually devel-
oping this. The aim is to optimally link the pro-
cesses along the second line of defence with one
another. Within this in mind, in the year under
review a consolidated Governance, OpRisk & Com-
pliance Report was introduced which has harmo-
nised the reporting landscape significantly and
resulted in greater transparency of operational
risks. In addition, methods continued to be consoli-
dated.

NORD/LB has a uniformly structured internal con-
trol system (ICS) which is based on the framework
of the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). With the use of

standardised methods and procedures, an appro-

priate and effective ICS will be ensured throughout
the bank and a lasting improvement sought. The
operational structure of NORD/LBs ICS is geared
towards a recurrent control cycle. The overriding
goal is the bank-wide assessment of the ICS based
on the consideration of the appropriateness and

effectiveness of the controls implemented.

With interlinked business continuity management
which focuses on time-critical activities and pro-
cesses, contingency measures are in place to
ensure appropriate operation in the event of an
emergency and a return to normal operations as
quickly as possible. The higher-level contingency
and crisis organisation ensures communication
and decision-making capability in the event of

escalating emergencies and crises.
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Monitoring and Control

Monitoring and Control

/| Loss events /I Risk matrix
/| Self-assessment

// Risk indicators // OpVar model

// Scenario/process risk analyses

// Integrated Governance
OpRisk & Compliance Report

Awareness / risk culture

NORD/LB collects data on losses from operational
risks above a minimum limit of € 1,000. This data
provides the basis for analyses to optimise risk
management. The loss events collected are
exchanged in anonymous form in the Data Consor-
tium of Operational Risks (DakOR) with other
banks. The consortium data is added to the data
which is used for the internal model. In addition
information contained in the Offentliche Schaden-
fille OpRisk (OffSchOR) database is available in
which press reports on major losses resulting
from operational risk are collected, structured and

processed.

An annual self-assessment with the use of expert
knowledge should help in the early identification
of future developments. The assessment was re-de-
signed in the year under review and now all of the
questions relating to the second line of defence are
consolidated in one questionnaire. In order to
identify potential risks early on and to take coun-
termeasures, risk indicators are used in NORD/LB.
The selection of indicators takes place on a risk-
oriented basis and is regularly reviewed for its

appropriateness.

In scenario analyses and process-risk analyses,
detailed insight into the risk situation is gained at
issue or process level and relevant measures are
derived as necessary. The analysis planning is
done on a risk-oriented basis, based on all of the
available data (e.g. loss events, self-assessments,
audit reports, results of the ICS control cycle). The
results are included in the internal OpVaR model
and as a result improve the measurement accu-

racy.

All of the risks are assessed based on a bank-wide
risk matrix and are included in the bank’s risk
reporting. The results are reported to the Managing
Board on quarterly basis (in the Finance and Risk
Compass), while information on material risks in
reported on an ad-hoc basis. The responsible
divisions are reported to as and when required,

and at least once a year.

For the purpose of integrated OpRisk management,
the Risk Round Table was established; it acts a cen-
tral committee which offers a platform where
issues concerning significant operational risks
and methods can be discussed at management
level. The committee focuses on operational risks
including process, IT, personnel, legal, outsourcing
and compliance risks as well as security and con-
tingency management. The Risk Round Table shall
create transparency across the divisional bounda-
ries of the second line of defence and enable bank-

wide control initiatives.

A particular feature of the bank’s protection
against operational risks lies in raising a high level
of awareness and establishing an open risk cul-
ture. Employee awareness of risks is raised with
classroom and online-based training, a regular
Governance, OpRisk & Compliance newsletter and
ad-hoc information on risks. “Lessons learned”
from events that have actually occurred play a par-

ticularly important role.



For IT and safety risks, specific control cycles have
been implemented. They should ensure that inter-
nal and external threats are recognised quickly
and can be actively controlled. In the IT Division,
instructions on procedures, alternative capacities
and backups ensure that the IT infrastructure is
adequately stable. Security concepts and contin-
gency plans supplement pre-emptive measures
in order to prevent loss or damage resulting from
the failure or the manipulation of systems and

information.

Personnel risk is countered by an appropriate level
of staff in terms of quality and quantity. The aim is
to ensure that all employees have the required
skills for their tasks. Staff shortages are included

in the contingency planning.

In order to prevent criminal acts, money launder-
ing, the financing of terrorism and other risks to
compliance, NORD/LB has established comprehen-
sive protection and prevention measures. Contin-
ual control and monitoring activities help to iden-
tify relevant issues. If there are any indications of
major fraud, the further course of action is decided
in an ad-hoc committee at management level.
There is a whistleblowing system for employees
and customers so that information can be passed

on securely.

Legal risks are safeguarded against by using con-
tract templates and close consultation with the
Legal Department. In order to ensure that there are
no unintended loopholes in contracts, the Compli-
ance Department identifies new banking regula-
tory requirements, informs the divisions con-
cerned of the resulting requirements for action
and provides evidence across all divisions. The
aim is to ensure compliance with the legal regula-
tions and requirements by implementing effective

procedures in the divisions.

The quality of external suppliers and service pro-
viders is ensured by risk-adequate service-pro-
vider control. For significant services outsourced, a

quarterly risk assessment takes place using
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defined risk indicators. An individual contingency
plan is also drawn up for each significant service

outsourced.

NORD/LB’s insurance cover is appropriate.
NORD/LB’s insurance cover is analysed regularly
with regard to its scope and effectiveness. Natural
disasters and terrorist attacks are defined as force
majeure and are countered by appropriate contin-

gency concepts.

Accounting-Related ICS

NORD/LB’s ICS also covers in respect of the
accounting process all of the principles, processes
and measures implemented by management
which are aimed at the organisational implemen-

tation of decisions by management relating to

e the correctness and reliability of external
accounting,

e compliance with legal regulations which are
relevant to NORD/LB and to

¢ ensuring the effectiveness and efficiency

of the accounting.

The purpose of the ICS is to prevent the risks asso-
ciated with accounting processes, e.g. erroneous
presentation, recording or assessment of trans-
actions orincorrect reporting of information in the

financial reporting.

The accounting-related ICS is integrated into
NORD/LB’s overall ICS concept and consists of a
hierarchy of controls and key controls which are to
be carried out periodically or as and when required
and the results of which are to be documented. The
key controls are reviewed annually with regard to
their appropriateness and effectiveness in tests
that are conducted throughout the bank. The test-
ing is part of a control cycle that ensures the qual-

ity of the internal control system.

The NORD/LB accounting process is structured
decentrally. The preparation of the annual

accounts and the management report for the
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NORD/LB in compliance with legal regulations is
the responsibility of the Finance/Taxes Division of
NORD/LB. Many accountable facts are already
recorded in the market and back-office divisions in
upstream systems of NORD/LB and are already
subjected there to controls with regard to verifica-
tion, completeness and assessment. There are also
controls here with regard to the correct recording
of data which control the reporting of facts and the

preparation of the disclosures in the notes.

In order to meet new reporting requirements and
new related financial reporting standard new pro-
cesses are implemented. In this respect necessary
controls and key controls are integrated into and

amended in the existing control system.

The accounting processes of NORD/LB, its foreign
branches and significant subsidiaries from a risk
point of view are basically structured inde-
pendently and they have their own accounting-re-

lated control processes.

The closing entries of all of the companies included
in the consolidation are provided online and con-
solidated via a SAP module for business consolida-
tion. The consolidation process is subject to a docu-
mented catalogue of controls. Manual processes

are subject to the four-eyes principle.

In selected accounting-relevant areas, in particular
relating to the calculation of liabilities to employ-

ees, NORD/LB uses external service providers.

The accounting process is partly monitored in the
Finance/Taxes Division by a central, intranet-based
management application. This application allows
all activities and milestones relevant to the finan-
cial statements to be tracked in relation to their
respective completion dates. In addition, the divi-
sions involved communicate daily regarding the
processing status, so that in the event of delays

immediate action can be taken by management.

NORD/LB’s Internal Audit conducts a process-inde-
pendent audit to ensure compliance with the ICS.
The accounting-related ICS is also the subject of
a yearly audit by the auditor. The conclusions are

reported to the Audit Committee.

Assessment

NORD/LB uses the standard approach of CRD IV
(Pillar I) to calculate the capital adequacy require-
ment. The requirement as at 31 December 2014
totalled € 222 million.

For the risk-bearing capacity (Pillar I) and internal
control, a Value-at-Risk model, which is based on
a loss distribution approach, is used. The distribu-
tion parameters are calculated based on internal
data, scenario analyses and external data from the
DakOR consortium. Correlation effects are mod-
elled with the help of a Gaussian copula. An alloca-
tion process which combines size indicators with
risk-sensitive elements is used to distribute the
model results to the individual institutes. Risk
indicators in the warning area impact on the mod-
els. The models parameters are regularly subjected
to a comprehensive validation and stress tests.
Mitigation effects due to insurance or other instru-
ments used to transfer risk are currently not con-
sidered in the quantification model. NORD/LB
considers the use of customary insurance products
to be part of active risk control. The model was
developed based closely on the requirements for
an AMA in accordance with CRD IV.



Reputation Risk

Definition und Strategy

Reputation risk defines the risk of the bank suffer-
ing serious or permanent losses due to a loss of
trust among customers/business partners, the

public, employees or the owners.

NORD/LB wants to maintain and continually
extend the trust of stakeholders at all times and be
perceived to be a reliable partner. The aim is also to
establish an efficient management of reputation
risks that makes economic sense. The following

specific objectives are pursued:

e Prevent the occurrence of reputation risks with
guidelines, knowledge of expectations of stake-
holders and safe management of risky trans-
actions

e Early identification of emerging and existing
reputation risks

¢ Safe management of reputation risks that have

emerged

Risk Management

As a matter of priority, each and every employee
is responsible for preventing reputation risks. Key
roles are played by Corporate Communications,
Sustainability Management, the Compliance

Department and the Finance Risk Control Division.

With the help of general and bank-wide rules for
preventing reputation risks, the scope for deci-
sion-making is defined. Here the following central

rules exist:

Management Report Foundations of the Bank

¢ Financing principles

¢ Guidelines for controversial business activities
(ESG guidelines)

¢ Guidelines for external communication

¢ Guidelines for the recruitment of personnel

¢ Policies for money laundering and fraud

¢ Monitoring of sanctions

e Ethic principles and management of conflicts of

interest

Mechanisms such as defined test steps and check-
lists should help in control processes to identify
reputation and safely manage issues. If an individ-
ual case with a high reputation risk is not covered
by the general rules, the RepRisk Committee is

convened.

Employee awareness of issues is raised by courses
and web-based training (e. g. the German Securities
Trading Act (WpHG), the German Money Launder-
ing Act (GwG), fraud, security/data protection).
Newsletter on issues relating to the 2nd line of
defence in which current cases are discussed also

help to raise awareness.

In addition to the continual, bank-wide exchange
of reputation-related information, since third
quarter 2014 an early-warning system has existed
in NORD/LB that is made up of several indicators
and should be continually developed. These indi-
cators will be introduced where issues relevant
for the reputation of NORD/LB can potentially be
identified early.

The findings concerning reputation risks are
included in the regular risk report and sustainabil-
ity reports.
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General Economic Environment

Global Economic Environment

Global economic growth was affected by severe
weather conditions at the start of 2014. While the
cold spell in the USA slowed economic growth
notably, the German construction industry in par-
ticular, and indirectly economic growth eurozone
as a whole, benefited from the very mild tempera-
tures. Supported by domestic demand, the US
economy then showed itself to be very robust in
the remainder of the year and achieved growth of
2.4 per cent, while Germany and the eurozone
experienced an economic dip in mid-2014. At the
same time, the dramatic drop in crude oil prices
resulted in a significant fall in inflation rates. In
China a difficult economic situation was avoided
yet again in 2014. However, the steady slowdown

in growth continued.

Eurozone

The economic recovery remained sluggish in 2014,
as expected. Although the year got off to what at
first sight appeared to be a very good start with
a growth rate of 0.3 per cent in the first quarter
compared to the fourth quarter of the previous
year, these positive figures were primarily due to
the growth rate in Germany that had been skewed
upwards by weather-related factors (+0.8 per cent
compared to the previous quarter). Following the
temporary boost provided by Germany, growth in
the eurozone was only slightly above zero in the
subsequent quarters. Business and consumer
sentiment indicators have meanwhile deteriorated
significantly. One explanation for this is the
increasing escalation of the conflict between
Ukraine and Russia. Following Russia’s annexation
of the Crimea and support for militant separatists
in east Ukraine, most western states imposed and
extended sanctions on Russia. Although the slump
in German exports to Russia might have been
accelerated by the sanctions, the decline started in
the second half of 2013 and is therefore largely due

to the weakening Russian economy.

Although economic output increased moderately
in the last three months of 2014, in 2014 as a whole
real gross domestic product only rose by 0.9 com-
pared to the previous year. The deficit ratio in the
eurozone is likely to have fallen slightly below 3.0

per cent of gross domestic product.

Germany

Real gross domestic product rose in Germany in
the past year by 1.6 per cent and therefore by much
more than in the previous two years. Private con-
sumption was again the mainstay of the economy.
Private consumption expanded by 1.2 per cent
compared to the previous year and contributed
around 0.7 percentage points to growth. Public
consumption also grew to a similar degree by
1.1 per cent. Foreign trade on the other hand only
made a moderate contribution to growth of 0.4 per-
centage points. Export growth was affected by the
slow economic growth in the eurozone. Gross fixed
capital formation contributed to growth again in
2014 following two successive years of decline. The
investment activity slowed noticeably transition-
ally during the course of the year due to the eco-
nomic downturn in the eurozone and the geopoliti-
cal conflicts. The German economy has therefore
proven itself to be very resilient in a difficult eco-
nomic environment, which was supported once

again by the robust labour market situation.

Financial Markets and Interest Rates

Taking into account the improved economic situa-
tion, the US central bank reduced its expansive
monetary policy by gradually reducing the bond
purchase programme. The additional purchases
were stopped in October. However, the base rate
was not adjusted and stagnated on a record low.
After the inflation rate had risen to 2.1 per cent by
mid-2014, it fell to 0.8 per cent by the end of the
year due to oil prices. As at the end of the year 2014,
the US central bank has every opportunity to engi-
neer the desired normalisation of monetary policy.
Despite this outlook and a robust economic situa-

tion, the yield of ten-year US treasuries fell from



3.0 per cent at the start of the year 2014 to below
2.2 per cent at the end of the year. This is due to
investors looking increasingly for Safe-Haven

investments.

Against the background of falling inflation in the
eurozone, the ECB took a range of measures during
the course of 2014 to counter the increased risks of
deflation. The tender rate for example was lowered
to 0.05 per cent and a negative deposit facility
rate was introduced. Towards the end of the year,
though, it became increasingly apparent that a
bigger purchase government bond purchase pro-
gramme would follow at the start of 2015. The yield
of German government bonds with a ten-year term
fell increasingly in this environment by the end of
the year and reached a new record low of 0.54 per

cent.

The German share index DAX ended a volatile year
without a major rise in share prices. In particular
geopolitical risks, namely the crisis in Ukraine
and the conflict in Syria and Iraq, had a negative
impact. In particular the recovery of the US econ-
omy had a positive impact. The US share markets,
compared to the DAX, also experienced a more
stable upward trend. However, at the end of 2014
political uncertainty emerged in Greece again, as
following the failure of the presidential election,
new elections needed to be called in January. The
new government agreed a four-month extension to
the credit programme with the eurozone, after sev-
eral weeks of difficult negotiations, and therefore
avoided bankruptcy.

The euro was still relatively stable in the first half
of 2014 and fluctuated between $ 1.35 and $ 1.40
per €. Due to the increasingly diverging economic
performance and monetary policy in Europe and
the USA, the euro fell by the end of the year to
$ 1.21 per €. The euro came under pressure mainly
due to ECB policy and only stabilised in February
2015ataround $1.13to $ 1.15 $ per €.
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The narrowing of the EUR/USD cross currency
basis swap spreads seen in the first quarter of
2014 initially continued in the second quarter. In
mid-April 2014 spreads touched the zero line, and
for five and ten year terms they were even positive
for a while. Until the start of September the
EUR/USD basis swap spreads were much steadier.
With the lowering of the base rate by the ECB on
the 4 September 2014, which came as a surprise to
almost all market participants, and the heavy
impact on exchange rates in the foreign currency
market, particularly on the exchange rate between
the euro and the US dollar, a significant widening
of spreads occurred. At the end of the year the
spreads in the short and medium-term segment
were quoted at close to —15 basis points, and at
slightly below in the ten year segment. This market
development was consistent with the strong rise in

the US dollar against the euro.

Banks

The whole European banking market continues to
experience market adjustment. This is accompa-
nied by measures to reduce risk and boost capital,
as well as further financial market regulation. In
particular the implementation of the CRR and CRD
IV are expected to have a dampening effect on
banks’ capital ratios and earnings potential. The
growth in credit volume remained weak despite
the slight increase in demand for credit since the
start of 2014. Competition is intense. European
banks only have limited potential for growth, par-
ticularly as the historically environment of low
interests is putting pressure on interest margins.
The associated drop in earnings potential mean at
the same time a reduced ability to absorb risks and
build capital reserves. The transfer of financial
supervision to the ECB presented the European
banks with great challenges in the financial years
2013 and 2014. The results of the Asset Quality
Review and stress test show that the European
banks have already made a major contribution

towards the stabilisation of the banking system.
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Aircraft

Passenger transport (revenue passenger kilo-
metres, RPK) grew according to the International
Air Transportation Organisation (IATA) in 2014
by 5.9 per cent compared to the previous year.
Airfreight volume (measured in freight tonne
kilometres sold, FTK) increased by 4.5 per cent.

Airlines worldwide recorded according to projec-
tions by the IATA a record profit of $ 19.9 billion in
2014 (2013: $ 10.6 billion). In particular factors
such as the improvement in global economic
growth, the fall in oil prices at the end of 2014 and
increase in passenger and airfreight figures had

a positive impact on profits.

Shipping Source: Clarkson Research and Services Limited 2014
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2014 was characterised by high rate volatility in
the shipping markets. The shipping crisis entered
a further year. Economic downturns (China,
Europe) are affecting demand. For example, at the
end of 2014 freight rates for the long-distance
Shanghai-Europe container route were 35 per cent
below rates at the start of the year. At one point
freight rates were as much as 60 per cent lower.
However, rates for the Pacific routes faired better
(+17 per cent). Container traffic was affected
though by completion delays in the handling of
cargo in the ports on the US west coast. The
increased demand resulting from the difficult situ-
ation had a positive impact though on the number
of laid-up ships and the charter market, which
picked up from May. Apart from a few exceptions,
charter rates rose in all subsegments, and this was
reflected for example in the Harpex (Harper
Petersen Charter Rate Index) with a year-on-year

rise of 8 per cent.

In the bulk goods sector the recovery in the second
half of 2014 only lasted for a brief period. Overall
the Baltic Dry Index fell in the past year by 63 per
cent. The price of iron ore fell sharply due to influ-
ential market participants; however, the hoped-for
increase in demand, in particular from China, did
not materialise. For example, in December 2014
charter rates for Capesize bulkers that are focused
mainly on coal and iron ore were only 50 per cent
of the level of January 2014. The picture in the
crude oil market is different. Although the iron ore
market was virtually flooded by the major players,
which resulted in a collapse in the price of iron ore,
the hoped-for increase in demand in particular
from China did not take place. The picture in the

crude oil market was different.

The price of oil almost halved and resulted in par-
ticular in the fourth quarter in a boost in the
demand for giant tankers. Their charter rate rose
by 41 per cent in 2014. Cost-intensive offshore pro-
jects on the other hand are increasingly sought
after by the market. In 2014 average charter rates
for both big anchor tugs (+2 per cent) and supply
ships (+3 to 4 per cent) were higher than in the

previous year.



Real Estate

Global investment in commercial real estate rose
in the financial year 2014 by around 20 per cent to
$ 710 billion (2013: $ 589 billion).

The European commercial real estate markets
recorded a transaction volume of around € 218 bil-
lion in 2014, which represented an increase of
32 per cent compared to the previous year. Great
Britain remained the leader in the European

investment market by some distance.
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The German investment market for commercial
real estate again benefited in the financial year
2014 from the low level of interest rates. The trans-
action volume rose for the fifth time in a row by

around 30 per cent to € 39.8 billion.

Significant Events in the Financial Year

Bank Stress Test

NORD/LB has, as part of the NORD/LB Group,
passed the EU-wide bank stress test. The minimum
requirements for the Common Equity Tier 1ratio of
8 per cent in the Baseline Scenario and 5.5 per cent
in the Adverse Scenario were well exceeded by the
NORD/LB Group with scores of 10.93 per cent and

8.77 per cent respectively.

NORD/LB also views these results as proof of the
robustness of its business model, with the effects
of the shipping crisis having been more than com-
pensated for by successes in other asset classes.
They are though also attributable to the conserva-
tive risk policy, which has already proven to be suc-
cessful in the past during for example the financial
crisis. Irrespective of the results of the stress test,
NORD/LB will continue its policy of consistently
making valuation allowances and boosting its cap-

ital by its own efforts.

EU Process: Restructuring Plan

and Commitments made by NORD/LB

In order for the capital measures implemented
in 2011 and 2012, the measures needed to be
reviewed and approved by the EU Commission.
The capital measures were approved on the basis
of a restructuring plan agreed in 2012 by the bank,
its owners, the German Government and the EU
Commission, which included the presentation of
the business strategy and the business model,
a medium-term business plan and a detailed
explanation of all of the relevant measures and

commitments made to the EU Commission.

The commitments in the plan defined in this
respect the general conditions and restrictions
that NORD/LB needed to comply with in order
for the aims of the restructuring plan to be met.
NORD/LB, the German Government and the EU
Commission agreed on significant points such as
the future focus of the Group’s business segments,
a reduction in the Group’s total assets and the

optimisation of cost levels.
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An independent trustee will monitor whether the
commitments that have been made are being kept
and report to the EU Commission on the progress
made in half-yearly reports. In all reports provided
to date, the trustee has confirmed that the commit-

ments are being kept as planned.

Based on the commitments that apply at most to
the end of 2016, NORD/LB can continue to focus
on its proven business model. By the end of 2014
some of the commitments had already been suc-

cessfully implemented.

Capital Measures

In 2014 NORD/LB continued the capital-boosting
programme launched in 2011. In order to boost its
equity ratio, in 2014 NORD/LB retained its earnings
from 2013. In addition a number of silent partici-
pations held by a special purpose entity in the total
amount of € 99 million were cancelled in 2014.
At the same time capital notes which had been
issued by this special purpose entity in order to
refinance the silent participations and purchased
by NORD/LB in 2013, were called in and paid back

by the special purpose entities.

In order to prepare for the future regulatory
requirements (including models in which the cred-
itors of a bank participate in its losses in the event
of restructuring or insolvency (bail-in)), in 2014
NORD/LB took on subordinated liabilities in two

tranches of € 30 million.

In addition, NORD/LB concluded a guarantee with
a private guarantor in 2014 for the mezzanine
tranche of a credit portfolio of NORD/LB brought
into a securitisation structure (“Northvest”). This
transaction allowed NORD/LB to reduce its risk-
weighted assets by around € 4 billion. The guaran-
tee provided by the states of Lower Saxony and
Saxony Anhalt provided until now for the largely
identical portfolio could no longer be drawn on by
the bank due to the largely identical nature of
the underlying credit portfolio and was therefore

terminated in mid-2014.

Efficiency Improvement Programme

NORD/LB decided at the start of 2011, with the
agreement of its owners, to stabilise the adminis-
trative expenses of the NORD/LB Group at € 1.1 bil-

lion.

NORD/LB has made a commitment to the EU Com-
mission to reduce the NORD/LB Group’s operating
costs (before special effects) to € 1.07 billion by the
end of 2016. NORD/LB must make a significant

contribution to this.

In order to achieve this goal, NORD/LB launched
an efficiency improvement programme in March
2011 to reduce both the cost of materials and staff

expenses.

In 2014 further concrete measures were developed
to improve NORD/LB’s structures and processes
were developed and instructions were given for

theirimplementation.

In 2014 provisions for contractual agreements
concerning the termination of contracts of employ-
ment including severance payments were made
for NORD/LB in the amount of € 45.5 million
(previous year: € 29.3 million).



Assets and Earnings Position

Earnings Position

As in previous years, NORD/LB’s earnings in the
financial year 2014 were greatly affected by the
continuing crisis in the shipping sector and by the

reduction of interest rates.

Income Statement
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The table below shows the profit breakdown:

2014 2013 Change

(in € million) (in € million) (in %)

Net interest income 1421 1298 9
Net commission income 138 83 66
Earnings from financial transactions in the trading portfolio 16 161 -90
Administrative expenses 852 775 10
Other operating profit/loss -64 -37 73
Operating result before risk provisioning/valuation 659 730 -10
Valuation result of receivables, securities and investments 373 464 -19
Assumption of investment losses 28 8 >100
Allocation to funds for general banking risks - - -
Operating result after risk provisioning/valuation 258 258 0
Extraordinary earnings -54 -46 17
Partial profit transfer (silent participations) 70 71 -1
Tax income -5 -14 -64
Profit for the year before appropriation of earnings 138 155 -11

In the financial year 2014 the operating result
before risk provisioning/valuation reduced by
€ 71 million. The significant fall in earnings from
financial transactions in the trading portfolio,
administrative expenses and other operating
profit/loss were mainly responsible for this
development despite a significantly hugher net
interest income. However, the increase in commis-

sion income had a positive effect.

The risk situation in the financial year 2014 was,
due in particular to the continuing effects of the

crisis in the shipping sector, at a similarlevel to the

previous year. Overall, the net provision for loans
and advances and the valuation result for secu-
rities and investments including loss takeover
fell to € 401 million (€ 472 million). Accordingly,
the operating result after risk provisioning/valu-
ation stagnatedon the level of € 258 million
(€ 258 million).

After taking into account the extraordinary earn-
ings the stagnant partial profit transfer to silent
participations and the tax expense, a profit for the
period before the appropriation of earnings of

€ 138 million (€ 155 million) remains.
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Net interest income is broken down as follows:

2014 2013 Change
(in € million) (in € million) (in %)
Interest income from
Lending and money market transactions 2474 2663 -7
Fixed-interest securities and debt register claims 485 521 -7
Current income from trading portfolio 889 835 6
3848 4019 -4
Interest for liabilities to
banks 435 490 -11
non-banks 788 850 -7
Securitised liabilities 484 821 -41
Current expenses from trading portfolio 906 891 2
2613 3052 -14
Remaining interest and similar income 95 205 -54
1331 1172 14
Profit/loss from shares and other non-fixed-interest securities,
investments and shares in affiliated companies 55 62 -11
Income from profit pools, profit transfer
or partial profit transfer agreements 36 64 6
Net interest income 1421 1298 12

Interest income and interest expenses fell again in
the past financial year due to the continuing strate-
gic reduction of the portfolio. However, the fall was
much less than in the previous year. Net interest
income is more than in the previous year because
the interest expense has fallen by more than inter-

estincome.

In particular interest expenses from securitised
liabilities reduced compared to the previous year
by 40 per cent, mainly due to the portfolio reduc-

tion.

This is attributable in particular to the improved
interest income from securities business, which
increased compared to the previous year. Due the
reduction in new issues and high maturities in the
liability portfolio, in particular interest expenses

from securitised liabilities have fallen.

Current income from shares and other varia-
ble-yield securities and investments are roughly at

the previous year’s level. Current income from

shares in affiliated companies has fallen, however,
by € 7 million. The reason for this is in particular
the silent participation in Deutsche Hypo in the
amount of € 7.5 million that is no longer included
and was converted into share capital. Income from
profit pools, profit transfer or partial profit transfer
agreements mainly comprise the profit transfer
from Deutsche Hypothekenbank for 2014 in the
amount of € 61 million (€ 50 million). The current
profit from the trading portfolio rose compared
to the previous year due to an increase in income
by € 39 million.

Interest income from lending and money market
transactions had the opposite effect in the amount
of Net commission income is at € 138 million
well below the previous year’s result of € 83 mil-
lion. In the financial year 2014 NORD/LB generated
commission income primarily from lending busi-
ness in the amount of € 128 million (€ 108 million),
from payment transactions in the amount of € 31
million (€ 31 million), from securities transactions

in the amount of € 29 million (€ 29 million) and



brokering in the amount of € 22 million (€ 20 mil-
lion). Income from lending business was improved
in particular due to new business in the Energy
and Structured Finance segments, Aircraft
Finance, the opening of new branches and more
intensive support of corporate customers from
existing branches. Net commission income for
2013 was affected in particular by guarantee costs
in the amount of € 69 million for a credit portfolio
guaranteed by the states of Lower Saxony and Sax-
ony-Anhalt. In 2014 charges for the “Northvest”
credit portfolio guaranteed by a private investor
totalled € 34.7 million.

Earnings from financial transactions in the
trading portfolio reduced by € 145 million to € 16
million (€ 161 million). This result was influenced
by the following factors. The lowering of EUR inter-
est rates in 2014 resulted in income from inter-
est-bearing securities on the assets side and receiv-
ables from the trading portfolio in the amount of €
314 million (expense: € 126 million) and income
from external interest derivatives due the EUR
receiver swap surplus of € 666 million (expense:
€ 267 million). The increase in the EUR/USD basis
swap spread by an average of approx. 4.9 basis
points in 2014 resulted for external currency deriv-
atives in gains of € 46 million (expense: € 125 mil-
lion). These positive results from external interest
and currency derivatives are seen alongside losses
from the valuation of internal derivatives in the
amount of € 1,021 million (income: € 600 million).
In addition, a loss from the change in counter-
party-specific default risk for OTC derivatives in
the amount of € 17 million (income: € 40 million) is
included in the earnings from financial trans-

actions in the trading portfolio.

The increase in administrative expenses to
€ 852 million (€ 775 million) is almost entirely due
to the significant increase in expenditure on
pension schemes in the amount of € 100 million
(€ 36 million) and allowances in the amount of € 16
million (€ 4 million). The increase in expenditure
on pension schemes is mainly attributable to the

need to make allocations to pension provisions
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due to interest rates and the double tariff agree-
ment in 2014. The increased need to make pension
provisions is primarily due to the lowering of the
calculation interest rate. The reduction in other
administrative expenses of € 5 million is due in
particular to the € 20 million reduction in expenses

for IT/Telecommunications.

Other comprehensive income fell in the finan-
cial year 2014 by € 27 million to € —-64 million (€
—37 million). Here the higher losses compared to
the previous year from the repurchase of liabilities
in the amount of € 54 million (€ 23 million) had a
negative effect. These repurchases were made for
the purpose of investor relations reasons and the
management of the overall bank’s positionor at the
individual transaction level. The annual contribu-
tion to the restructuring fund for banks included

in this item amounts to € 20 million (€ 28 million).

The valuation result of loans and advances,
securities and investments was repeatedly
affected significantly in the past financial years
well as the previous years by the continuing and
deepening crisis in the shipping sector. The nega-
tive valuation result of € 373 million (€ 464 million)
is primarily attributable to the net provisions for
loans and advances of € 501 million (€ 519 mil-
lion). This was partly compensated for by the
reduced write-down requirement for investments
and shares in affiliated companies. The valuation
result was also affected positively by an increased
write-up requirement and realization gains from

disposals of securities of the liquidity reserve.

Losses transferred from investments have risen
significantly to € 28 million (€ 8 million) essen-
tially involves thelosses transferred from the
investments NOB Beteiligungs GmbH & Co. KG and

Braunschweig GmbH.

Extraordinary earnings include in addition to
transition effects in the amount of € 19 million
(€ 19 million) relating to the initial application of
the German Accounting Law Modernisation Act

(Bilanzrechtsmodernisierungsgesetz, BilMoG) re-
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organisation expenses in the amount of € 36 mil-
lion (€ 28 million) relating to the efficiency
improvement programme. These concern employ-
ee-related mainly expenses for measures to reduce

staff expenses.

Assets and financial Position

The tax income in the amount of € 5 million com-
prises the current tax expense and effects from
previous years. NORD/LB’s current tax expense for
the financial year 2014 is, as in the previous year,
seen alongside income from the reversal of tax

provisions.

The table below shows the condensed balance sheet items as at 31 December 2014 alongside the figures

for the previous year.

Balance Sheet

31 Dec.2014 31 Dec.2013 Change

(in € million) (in € million) (in %)
Assets
Loans and advances to banks 24266 26730 -9
Loans and advances to customers 58105 58947 -1
Securities 27111 26621 2
Trading portfolio 11516 8827 30
Investments and investments in affiliated companies 2106 2047 3
Other assets 7918 8448 -6
Total assets 131 022 131620 -0
Liabilities
Liabilities to banks 40359 40832 -1
Liabilities to customers 40146 37110 8
Securitised liabilities 24 628 32622 -25
Trading portfolio 5927 2296 >100
Provisions 1492 1352 10
Participatory capital and subordinated liabilities 2913 2783 5
Bank’s own funds 6782 6744 1
Other liabilities 8790 7 881 11
Total liabilities 131 022 131 620 -0
Balance sheet data
Contingent liabilities 6074 5289 15
Other obligations 6859 8230 -17
Business volume 143 955 145139 -1

Total assets were virtually unchanged compared
to the previous year. While the portfolio reduction
initiated in the previous year was continued to a
lesser degree in 2014, this effect was compensated
for by the further lowering of interest rates and the
associated increase in the trading portfolio. All the
same, the structure of the balance sheet, especially

at the liabilities side, has changed.

Loans and advances to banks and customers
have reduced once again, by € 3 billion, due to
more restrictive lending with the aim of reducing
the portfolio. Loans and advances to banks con-
tribute to this with a reduction in municipal loans

in the amount of € 6 billion.



Under the item securities, the balance of bonds

and debt securities rose by half a billion euros.

The change in the trading portfolio is primarily
due to the valuation of interest derivatives at fair
value. Due to the alignment of interest derivatives,
the continued lowering of interest rates in an
increase in the value of these financial instru-
ments, and therefore an increase in the related bal-
ance sheet items. The trading portfolio position is
largely made up of financial instruments which

are used to control market-price risk.

There were no major changes in the investment
portfolio and shares in affiliated companies
compared to the previous year. The change was

primarily due to the write-up.

Significant items under other assets include the
cash reserve, trust assets, deferred items and other

assets.

Liabilities to customers have increased in the
past financial year by € 3 billion to € 40 billion
(€ 37 billion). This is mainly due to the increase in

the volume of sight deposits.

Reflected in the reduction in securitised liabilities
to € 25 billion (€ 33 billion) is the reduced funding
requirement due to the liquidity reserves. Due to
the strategic reduction in the portfolio in order to
reduce risk-weighted assets, there were fewer new
issues. In particular expired bearer bonds were not

replaced in equal measure by new issues.

The level of provisions has increased compared to
the previous year by € 140 million. This is due to

the increase in pension provisions of € 131 million.

Reported under other liabilities are trust liabili-
ties, other liabilities, deferred items and the fund

for general banking risk.
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The capital-boosting programme continued in the
past financial year. In addition to the active man-
agement of risk-weighted assets, in 2014 a number
of silent participations were cancelled in order to
optimise the capital structure. The reported equity
ratio as at the reporting date was 5.2 per cent
(5.1 per cent). The regulatory capital as at 31
December 2014 totalled € 7,865 million (€ 8,005
million), € 6,364 million of which related to Com-
mon Equity Tier 1 (€ 6,667 million)?. The regula-
tory capital ratio was 17.7 per cent compared to
18.6 per cent in the previous year. The Common
Equity Tier 1 ratio was 14.3 per cent (15.5 per cent).

The increase in contingent liabilities to € 6 billion
(€ 5 billion) is due to higher liabilities relating to

sureties and guarantees.

The fall in other liabilities is due solely to the
reduction in the volume of irrevocable credit com-

mitments of around € 1 billion.

Further information on refinancing and the liquid-

ity position can be found in the Risk Report.

U The reference figures as at 31 December 2013 are still essentially based on the regulations of the German Banking Act that were applicable to the

end of 2013, but have been adjusted based on the CRR regulations.
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Development of the Business Segments

2014 NORD/LB NORD/LB NORD/LB NORD/LB NORD/LB NORD/LB Income
Private Corporate Energy Shipping  Real Estate Group Statement
and Com- Customers and Infra- and Aircraft Banking Controlling/ NORD/LB
mercial & Markets structure Customers Customers Others

(in € million) Customers Customers

Operating result

before risk provision-

ing/valuation 5 297 71 277 27 -17 659

Risk provision-

ing/valuation 4 -13 5 -505 -2 109 -401

Operating result

after risk provision-

ing/valuation 9 284 76 —-228 25 92 258

Previous year 31 271 71 -172 25 31 258

CIR 97 % 43 % 49 % 24 % 31% 56 %

CIR for the previous

year 87 % 42 % 45 % 20 % 22% 52 %

RoRaC/RoE 3% 25% 22% -11% 11% 2%

RoRaC/RoE for the 9% 29% 21% -8% 8% 2%

previous year

The segment reporting is based on the internal
contribution margin statement produced by the
Finance and Risk Control Division. The segments
are defined as customer divisions which reflect the
organisational structures and the internal con-
trolling of the bank. An important criterion for the
formation of segments is the greatest possible
homogeneity of the customers aggregated in the
segment in relation to financing and investment
requirements and the products demanded. The
contribution to net interest income is calculated
based on the market interest-rate method. In the
process the contribution from the interestrate
conditions for each customer transaction is calcu-
lated by comparing the customer conditions with
the market interest-rate for a fictitious counter
transaction applicable at the time the transaction
is completed. Segment expenses comprise primary
expenses, expenses allocated on the basis of cost
and service allocations and allocated overhead

costs.

NORD/LB has analysed as part of a project all of the
Back Office and Corporate Centre Divisions in
respect of the services they perform for Braun-
schweigische Landessparkasse and compared
them with an independent savings bank. As a

result less costs for services performed and over-

heads will be allocated to NORD/LB’s retail busi-
ness, while the cost allocation to the bank’s whole-

sale divisions will increase accordingly.

The cost-income ratio (CIR) in 2014 was 56 per cent,
an improvement of 4 percentage points compared
to 2013. The main reason for this is the 10 per cent
increase in administrative expenses with income
remaining fairly stable. Administrative expenses
were affected by the significant increase in staff
expenses as a result of increased allocations to
pension provisions (double tariff agreement in
2014 and lower calculation interest rate). Material
costs on the other hand decreased slightly. On the
income side, the trading profit/loss in 2014 fell sig-
nificantly due in particular to unrealised valuation
losses from security transactions and the change
in counterparty-specific default risk in derivative
business. Net interest income, despite the reduc-
tion in total assets, rose significantly due to the
reduction in interest expenses following the phas-
ing out of high-interest products on the liabilities
side. Net commission income rose noticeably com-
pared to the previous year. This rise is partly due to
the reduction in expenses relating to the guarantee
provided by the states, which was terminated in
mid-2014, and the increased restructuring fees

and account management fees.



A capital securitisation level of 8 per cent of TREA
values applies for calculating committed capital in
the segments. Return on risk-adjusted capital
(RoRaC) calculations in the segments include earn-
ings before taxes of committed capital (here 8 per
cent of the higher value out of the TREA limit and
the amount called on). The calculation of the entire
bank’s return-on-equity (RoE) complies with the
standard international definitions of financial
ratios (see above for the definition). The RoE stag-

nated to 2 per cent in 2014.

Private and Commercial Customers

The operating result after risk provisioning/valua-
tion in the Private and Commercial Customers seg-
ment fell significantly by € 22 million to € 9 mil-
lion. This development was mainly due to recent
court rulings on the refunding of loan processing
fees and cancellation policies, which resulted in
provisions being made for risks. The increased
allocation to pension provisions under staff

expenses has had a negative effect on the result.

The continuing low level of interest rates only had
a minor effect with the income under net interest
income only € 3 million less than the previous
year. The impact of provisions for loan processing
fees was compensated for by the increase in inter-
est income from deposit business (reduction in
customer conditions). The low level of interest
rates has a negative impact, though on the return
on capital employed. Here the contribution to
earnings is around € 4 million below the previous

year’s figure.

Net commission income fell compared to the previ-
ous year by around € 2 million. Developments in
the capital markets continued to put small inves-
tors off from investing in securities. Income under
this item was around € 3 million less than in the
previous year. Income from account management
and from sales in insurance and real estate broker-

ing on the other hand developed positively.
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Trading profit/loss is € 4 million below the previ-
ous year due to negative valuation effects. While
a positive change in the counterparty-specific
default risk of derivatives in the Corporate Custom-
ers segment of Braunschweigische Landesspar-
kasse was reported in 2013, this was negative due

to market conditions in 2014.

The segment’s result was affected greatly by other
operating profit/loss, which was € 11 million
below the previous year’s figure in 2014 due in par-
ticular to the provisions made following the recent
court ruling on cancellation policies in loan agree-
ments. The previous year’s result included the
reversal of provisions in the amount of around

€ 7 million due to a special effect.

Overall, income in the Private and Commercial
Customers segment fell compared to the previous
year by € 20 million. The positive impact of income
from receivables written off in the risk provision-
ing in the amount of almost € 2 million above the
previous year’s figure only partly compensated for
the fall in income and special effects in the seg-

ment.

Staff expenses rose in 2014 due to the high level of
allocations to pension provisions made relating
to the double tariff agreement and the lower
calculation interest rate by around € 11 million.
The reduction in material costs had a positive
impact in the amount of € 3 million. On top of this,
secondary costs and overhead charging reduced
the item significantly. Overall, administrative
expenses in the segment were, however, € 4 million

above the previous year’s figure.

Due to the significant fall in the segment’s contri-
bution to earnings, the RoRaC is at 3 per cent well
below the previous year’s figure (9 per cent), and

the CIR rose to 97 per cent (87 per cent).
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Corporate Customers & Markets

In the Corporate Customers & Markets segment the
operating result after risk provisioning and valua-
tion improved compared to the previous year by
€ 12 million to € 284 million. The positive develop-
ment is due to the Corporate Customers segment,
which, due to much lower risk provisioning, con-
tributed € 175 million before taxes to the segment
result. The result in the Markets segment was close
to the previous year’s good level despite the diffi-

cult market conditions.

The much higher net interest income compared to
2013, was achieved due in particular to the growth
initiative in the Corporate Customers segment. On
top of this, coupon payments from security portfo-
lios in the Markets segment contributed to the
increased net interest income. Commission
income improved slightly in the segment. How-
ever, in the trading profit/loss, valuation losses
from the change in the counterparty-specific
default risk of derivatives had a significant impact

in the Corporate Customers segment.

Overall, income in the Corporate Customers & Mar-

kets segment rose by 2 per cent.

Operating costs increased by € 12 million due to
staff expenses (higher allocations to pension pro-
visions) and allocated secondary costs. This was
partly compensated for by the significant fall in
material costs related to IT/telecommunications

and consultancy/opinions.

The RoRaC fell slightly due to the increased capital
adequacy requirements, due in equal measure to
among other things the regulatory requirements
in the Markets segment and the growth initiatives
in corporate customer business, from 29 per cent
to 25 per cent. The CIR remained, with a slight
increase in income and administrative expenses,
at 43 per cent (42 per cent) close to the previous

year’s level.

Energy and Infrastructure Customers

The Energy and Infrastructure Customers seg-
ment’s contribution to the operating result after
risk provisioning and valuation increased by € 5
million to € 76 million. This development is due in
particular to the pleasing growth in interest and
commission income and risk provisioning charac-
terised by the reversal of valuation allowances,
which showed an improvement of € 10 million

compared to the previous year.

The contribution to net interest income rose signif-
icantly in 2014 due to an increase in portfolio busi-
ness and higher margins by approx. 18 per cent.
Due to the increase in transactions concluded,
the contribution to net commission income also
improved by a similar rate due to loan processing
fees and derivative business. However, the trading
profit/loss was significantly below the previous
year’s result due to the change in counterparty-

specific default risk of derivatives.

Overall, income fell by a total of € 2 million.

Administrative expenses rose in the year under
review by € 7 million due to an increase in staff
expenses due to business activities and higher
allocations to pension provisions and an increase
in internal cost reallocations and allocation of

overhead costs.

The overall development of the income items
resulted in the RoRac rising slightly to 22 per cent
(21 per cent). The CIR is 49 per cent (45 per cent)
due in particular to the increase in administrative

expenses.

Shipping and Aircraft Customers

The operating result after risk provisioning and
valuation was very negative in 2014 in the Ship
and Aircraft Customers segment at € —228 million
and fell once again compared to the previous year
by € 56 million. The fall in earnings is due among
other things to a drop in income (€ 25 million) in
ship financing. The main reasons for this were the

negative one-time effects of the arrangement of



restructured, long-term refinanced loans and a
reduced portfolio of assets. Earnings in the area of

aircraft financing remained on the whole stable.

The risk provisioning had to be increased once
more by a total of € 19 million compared to the pre-
vious year. Increased personnel resources, alloca-
tions to pension provisions and internal cost allo-
cations resulted in an increase in administrative

expenses of around € 9 million in the segment.

Accordingly, the segment’s RoRaC is negative and
down by 3 percentage points to —11 per cent com-
pared to the previous year. Due to the increase in
costs as a result of the high level of resources tied
up during the crisis in the shipping sector and due
to the fall in income, the CIR rose to 24 per cent

(20 per cent).

Real Estate Banking Customers

Despite the planned portfolio reduction and there-
fore lower interest income, the Real Estate Banking
Customers segment achieved an operating result
after risk provisioning/valuation of € 25 million
which was therefore at the same level as the previ-
ous year. This is due in particular to the signifi-
cantly reduced risk provisioning compared to the
previous year. There were only minor valuation
allowances in 2014 to the portfolio which is being

phased out and managed by Deutsche Hypo.

Due to scheduled and unscheduled repayments,
income from interest-rate transactions has fallen
again compared to the previous year in line
with expectations, with interest income falling by
€ 17 million. The significantly reduced trading
profit/loss compared to the previous year (€ -10
million) is largely due to counterparty-specific val-
uation effects with interest derivatives. This was
compensated for by the reduction in risk provi-
sioning to € 2 million and the 17 per cent reduction

in internal cost allocations.
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Due to a significant reduction in capital tied up
due to the portfolio reduction, the RoRaC rose by
4 percentage points to 11 per cent. The CIR is at
31 per cent higher than in the previous year
(22 per cent) due to the fall in income, but is still at

alow level.

Group Controlling /Others

The operating result after risk provisioning and
valuation reported under Group Controlling/
Others improved compared to the previous year by
€ 61 million to € 92 million. This positive develop-
ment is attributable to the improvement in the
earnings of investments in the Bank Assets
Allocation Division (€ +29 million) and the Treas-

ury Division (€ +41 million).

Further positive and negative changes at overall
bank level virtually cancelled each other out. The
valuation changes and income realised from
investments, securities and derivatives (€ +53 mil-
lion), one-time effects in other operating profit/loss
(€ +65 million) and the liquidation of premiums
had a positive effect under others. Net commission
income was increased by the termination of the
guarantee increased in the amount of € 24 million.
Under trading profit/loss (€ — 89 million), in par-
ticular negative valuation effects on derivatives in
the trading portfolio, the increase in operating
costs (€ +50 million) due to the double tariff agree-
ment and the lower calculation interest rate and
the increased expenses from the issuing of subor-
dinated bonds (€ 20 million) had a negative impact.
The costs for projects covering the entire bank fell

slightly.

In the year under review the Treasury Division
increased its contribution to the operating result
after risk provisioning and valuation by € 41 mil-
lion to € 169 million. The significant increase in
income compared to the previous year of € +43
million is mainly attributable to positive one-time
effects in interest income from swap terminations
due among other things to a reduction of items and

to the sale of bonded loans and registered bonds.
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Also considered under interest income in the year
under review are positive effects from the internal
allocation of arrangement losses from restruc-
tured, long-term refinanced loans to lending divi-
sions. Administrative expenses rose in the Treas-
ury Division compared to the previous year due to

the increase in staff expenses by € 2 million.

The Bank-Assets Allocation Division increased its
earnings compared to the previous year by € 16
million to € 83 million. The unrealised perfor-
mance (€ 14 million increase compared to the pre-
vious year) and a € 3 million higher distribution of
the special funds have contributed to this. Admin-
istrative expenses were reduced by € 5 million due
to less use being made of internal services and
a reduction in overhead costs allocated. The pri-
mary staff expenses and material costs were virtu-
ally unchanged. Due to the positive earnings per-
formance and the reversal of provisions, the seg-
ment’s contribution to the operating result after
risk provisioning and valuation in 2014 increased
by € 29 million compared to the previous year to
€ 72 million.

Significant Developments
in the Business Segments

Private and Commercial Customers

Due to changing customer behaviour, increasing
digitalisation, a heterogeneous business region
and a changing market environment, a change in
strategy has taken place. This change involved not
only an extensive location analysis, but staff of
all levels developing targets in so-called Future
Workshops.

The strategic focus in the next few years will be on
the one hand on increasing income by exploiting
customer potential, of both existing and new cus-
tomers. In particular in the customer segments
Branch Consultation Customers, Retail Corporate
Customers and Private Banking and Corporate
Customers, the strategy will be implemented with

segment-specific sales concepts. On the other hand

the strategy of improving efficiency will essen-
tially be pursued by standardising customer care
for service customers, by among other things
establishing a Customer Service Centre and an

Online Branch.

The location concept was developed to take into
account demographic change and extensive
provision of services to the population. Although
branches have been closed or merged, the Cus-
tomer Service Centre and the Online Branch will in
future make the bank more accessible, including
outside of normal opening hours, and take into
account customer needs for greater digital media

services.

Alongside the strategic changes, in April a resolu-
tion was passed by the Administrative Board of the
Landessparkasse in close consultation with the
boards of NORD/LB, which has resulted in much
greater scope for the Managing Board of the
Landessparkasse. This allows it to arrange the
organisation and the processes in a manner typi-
cal for a savings bank and with this directly control

the associated income and costs.

In the Private Customers business, Individual and
Commercial Customer Advisers have been reinte-
grated in selected branches with the aim of estab-
lishing closer ties to the customer and strengthen-
ing the advisory competence of the branches.
These advisers are supported by a special compe-
tence centre which provides the advisers with
coaching and professional training and assistance
with specific issues concerning securities business

and commercial customer loans.

The Young Customer segment remains of great
strategic importance. Each region has several
Young Customer Coordinators who look after the

customer segment as the regional contact.

In the Private and Commercial Customers seg-
ment’s real estate business, in the past year impor-
tant steps were taken for a realignment of the busi-

ness, which is currently in the process of being



implemented. By providing a higher level of advice
in a special department, by modifying the advice
processes and introducing common standards for
advice, customer satisfaction levels should be
raised and business volume increased in 2015. In
addition to this, the Real Estate Brokering busi-
ness, which is being expanded, performed very

positively.

The DEKA Asset Concept (Deka-Vermégen-
skonzept, DVK) launched in 2013 in cooperation
with the network partner Deka Bank Deutsche

Girozentrale Luxembourg S. A. was expanded.

In Private Banking the focus was again on provid-
ing comprehensive and individual support with
an extensive range of private and family asset
management services. Particular focus was placed
on giving advice and support to foundations and
the financing of real estate used by third parties as
income generators. Here the focus was on financ-

ing apartment buildings.

Braunschweigische Landessparkasse also per-
formed successfully in the Middle-Market Corpo-
rate Customers segment in 2014. Once again the
issuing of investment loans is highlighted. Follow-
ing on from the good result in 2013, the volume
was increased by a further 14 per cent. There were
also significant successes in the Real Estate Bank-
ing Customers segment. Income from new busi-
ness was 32 per cent above the figure originally
planned for 2014.

The MittelstandsPortal (SME Portal) created in the
Braunschweig region and supported by 17 part-
ners enjoyed a successful start. It enjoys regional
exclusivity in the business region of Braunschwei-
gische Landessparkasse and serves as the regional
business portal with an online business directory
and a monthly corporate customers newsletter.

It now has over 1,000 subscribers.

Use of the S finance concept continued to be
pushed in all customer segments. Comprehensive

and tailored customer advice is provided using the
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respective specialists. The S finance concept was
completely revised for the Commercial and Corpo-

rate Customers segments in 2014.

In 2014 the city of Salzgitter successfully issued
a promissory note on the capital market for the
third time in order to reschedule existing loans;
the issue was managed by Braunschweigische

Landessparkasse.

Corporate Customers & Markets

NORD/LB’s corporate customers have stepped up
their activities in Asia in recent years, and in par-
ticular in China. As their activities increase, so
does the demand for structured finance products,
and in particular the purchasing of receivables.
Here the focus is above all on optimising working
capital, as well as providing finance in China in
local currency. As an efficient quality provider of
finance solutions, NORD/LB is increasingly using
its Asian branches to offer customers banking

products locally in the local currency.

A very positive result was recorded in acquisition
finance. Overall 19 transactions were successfully
completed in the German Middle-Market with
financial investors. In more than half of the trans-
actions, the NORD/LB team put its own structuring
competence into practice as the lead arranger. In
a highly competitive market environment with
many foreign market participants, NORD/LB has
managed to acquire new customers and in so
doing widen and increase the portfolio in line with
the strategy.

NORD/LB has, together with ERGO Versicherungs-
gruppe, provided finance for the acquisition of
a residential property portfolio in Berlin in the
amount of € 87 million. The collateral for the
finance provided by the consortium partner ERGO
Versicherungsgruppe was provided for the first
time by registering in NORD/LB’s refinancing regis-
ter. From 2014, when acquiring credit portfolios,
insurance companies and pension funds can regis-
ter the mortgages associated with the receivables

in a refinancing register in order to benefit from
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the associated cost advantages. NORD/LB therefore
provides an attractive solution for the increasing
demand of institutional investors looking for
alternative investment opportunities in an envi-

ronment of low interest rates.

NORD/LB’s Agricultural Banking segment contin-
ued to successfully build on its nationwide market
position. NORD/LB participated in the financing
of the biggest greenhouse in Bavaria. A unique
energy-management concept that intelligently
combines different renewable energy components
such as geothermics and photovoltaics makes the
supply of CO2-free energy possible. As the produce
is sold in the region, the costs of long transport

routes are not incurred.

Significant drivers of the overall result in the Mar-
kets segment were transactions with institutional
customers and savings banks in traditional capital

market products and the issuing of bonds.

In the financial year 2014 the Debt Capital Markets
segment again performed positively in the pri-
mary market despite a fall in the total volume of
issues. Significant growth was recorded primarily
due to the high issuing competence of the sales
divisions in particular with insurance policies in
the new “Private Placements” market segment.
Within the scope of these activities, private place-
ments were contracted and issued for the first time

for three French issuers.

In addition, the newly acquired mandates with
SSA (Sub-Sovereigns Supranationals and Agen-
cies) and Financial Institutions in 2014 is high-
lighted. The Markets segment acted for the first
time as the joint lead arranger for a 7-year Italian
benchmark bond for the Crédit Agricole subsidiary
Cariparma and supported for the first time Belfius
Bank & Verzekeringen in Belgium with a 10-year
benchmark new issue. The continuous mandating
in the Senior Bonds market segment for bench-
mark issues by KfWin Germany and CADES (Caisse
d’Amortissement de la Dette Sociale) in France

are proof of NORD/LB’s established position in the

primary market.

In the financial year 2014 NORD/LB built on its
position in supporting companies in the issue of
bonded loans eligible for the capital market. In the
Covered Bonds segment including Pfandbriefe,
NORD/LB was among the top 13 arrangers in
the European primary market. NORD/LB also
improved its position in Germany for new issues
compared to the previous year and is now among

the top 5 arrangers.

NORD/LB acted as the sole syndicate leader for
transactions with among others Duisburger
VersorgungsVerbund, Envie AG and W. Classen.
NORD/LB also participated as the book runnerfor
issues by for example Schoeller-Technocell and
STEAG as the biggest single transaction with a vol-
ume of € 325 million. Overall, the Markets segment
participated in the arrangement of over € 900 mil-

lion.

Within the scope of its funding activities, in Febru-
ary 2014 NORD/LB successfully issued its second
Flugzeugpfandbrief with a five-year term and a
volume of € 500 million in the market. After this,
subordinated capital (Tier 2) in the amount of $ 500
million was acquired in April 2014 with the issue
ofa 10-year benchmark bond. The bond was issued
to both European and Asian investors. The issue
was placed for the first time with a so-called
"non-resettable” structure, in which 30 per cent of
the volume was subscribed by Asian investors,
who again appeared in the market as hybrid inves-
tors.

On a related note, NORD/LB improved its position
in the ranking list published by EUROMONEY for
the “Best Borrowers” category for 2014 from sev-
enth to third.

NORD/LB also arranged, again with other landes-
banks and the support of the regional savings
banks associations and the German Association of



Savings Banks and Girobanks (DSGV), a Savings
Bank Loan Basket (Sparkassen-Kreditbasket). With
the record participation of 59 savings banks, mid-
dle-market credit risks were pooled. The aim is, by
bringing together various regions, to benefit from
the advantages of as wide a degree of diversifica-

tion as possible.

For the state of Lower Saxony, NORD/LB concluded
the Agreement for the Future II (Zukunftsvertrag II)
in 2014 and will probably take on further finance
in 2015.

Energy and Infrastructure Customers

In the Energy segment, NORD/LB, despite increas-
ing competition, maintained its market position as
one of the leading financers of renewable energies
in its core European markets of Germany, France,
Ireland and Great Britain. It has also managed to
open up, together with German project sponsors,
new markets such as the onshore wind market in

Italy.

In addition to several other onshore wind finance
projects in Germany, a major wind park in
Brandenburg was also financed. NORD/LB struc-
tured this project as the sole lender together with
the project development company of one of the
biggest independent energy companies in Ger-

many.

A financing vehicle developed in the previous year
for the French market has proven to be successful
as a further four wind park projects in France have
been financed with this vehicle. This financing
vehicle enables the project developer involved to
finance and implement its projects in France more
quickly and more flexibly. Overall NORD/LB struc-
tured and financed by the end of 2014 projects
with a total energy production of around 330 meg-
awatts in the Renewable Energies segment in

France.
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In the Irish onshore wind market, NORD/LB suc-
cessfully confirmed its position as the market
leaderin the area of project financing by financing
several projects and has already been instructed
for the coming financial year as the mandated lead
arranger for the structuring of several major

projects.

In the North American market NORD/LB was
successful with new business in the wind and solar
energy sector as well as gas power plant and
pipeline projects. With one energy company, with
which NORD/LB already has a longstanding
relationship, a major wind park in the north of

Mexico was financed for example.

Also highlighted are the financing of a solar park
in the USA and the acquisition of two further
mandates in the solar sector, which involves one of

the USA’s biggest insurance companies.

NORD/LB also managed to combine its expertise in
project finance with its export finance know-how.
It was part of a bank consortium which structured
the financing of a wind park in the Philippines
which was partly covered by a government export

financer.

The infrastructure sector was characterised by
increased competition. NORD/LB was successful
with a number of transactions in the rail sector.
For example, it won a mandate to finance around
30 passenger trains in one of the East German

states.

Among the projects completed in Great Britain, the
financing of a hospital in Scotland with one of
NORD/LB’s core customers and a blood transfusion
centre in Scotland are highlighted. The bank’s good
customer base bore fruit in France as well. Here the
financing of a new building for a university was

structured.
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Shipping and Aircraft Customers

With ship financing, NORD/LB concentrated not
only on dealing with the effects of the ongoing
shipping crisis, but also on the systematic recon-
struction and diversification of the portfolio. Here
focus is placed on reducing the commercial ship-
ping portfolio and increasing the cruise ship and

offshore business.

In the restructuring of existing finance, significant
focus is being placed on improving the liability
and cash flow structures in order to avoid and

reduce risk provisioning.

As part of this strategy, for example, two existing
multipurpose (MPP) financing agreements in the
form of single ship financing agreements with two
new MPP ships were converted into one financing
agreement with revenue pooling and cross-over
collateral. In order to increase the security, the
financing agreement was secured with a company

guarantee.

With the help of an investor, various financing
agreements for individual ships that required
restructuring were consolidated into one new fleet
financing agreement including fresh equity.
NORD/LB was therefore able to improve the loan-
to-value ratios and ratings and avoid the need to

make specific valuation allowances.

The offshore and cruise ship business was
characterised in 2014 by participation in various
syndicated loans which contributed to the diversi-
fication of the portfolio. NORD/LB also financed in
particular in Asia single long-term chartered ships
with the help of an Asian government credit insur-

ance and a company guarantee.

The active management of restructuring commit-
ments and NORD/LB’s conservative risk policy
resulted overall in further significant risk provi-

sioning for ship financing.

The Aircraft Finance unit developed its product
range further with its established asset approach.
Here NORD/LB acted increasingly as the responsi-
ble structurer of larger credit facilities and granted
other banks or investors the opportunity to partici-
pate. Commission-based advisory services also
played a greater role in NORD/LB's aircraft financ-

ing.

One transaction highlight for the past financial
year was the launch of a Junior Loan Fund with
established industry partners around the manu-
facturer EADS (Airbus). In addition to this, the busi-
ness with Chinese leasing companies keenly con-
tested by the competition was increased using an
innovative China onshore structure. NORD/LB now
also has considerable expertise recognised by the
market in supporting major portfolio transactions
financed in the commercial interest of e. g. pension

funds.

Real Estate Banking Customers

In NORD/LB’s Real Estate Banking Customers seg-
ment, there were no significant changes in 2014.
Here the portfolio is being reduced. This is reflected
in a reduced level of finance. NORD/LB no longer
takes on new business involving commercial real
estate. The competence centre for commercial real

estate finance is located in Deutsche Hypo.



Target v Actual Comparison

NORD/LB largely met its key targets in 2014 and in
so doing produced a satisfactory result above
expectations. The operating result before risk
provisioning and valuation, the operating result
afterrisk provisioning and valuation and the profit

after taxes were well above target.

The income performance (including other operat-
ing profit/loss) was very pleasing. It exceeded both
theprevious year’s result (by € 7 million) and the
target (by € 139 million).

In particular net interest income contributed to
this performance. Both income from lending busi-
ness and interest-rate and liquidity risk manage-
ment exceeded expectations. In particular income
from swap terminations contributed to income
from lending business, while earnings from lend-
ing business were slightly below target with the
planned margins due to lower volumes. Despite
the continuing phase of low interest rates, income
from deposit business met its target due to the
increase in the volume of sight deposits. The earn-
ings from interest-rate risk and liquidity manage-
ment were well above expectations due to internal-
ly-allocated prepayment penalties for cash flow
disruptions in lending business and due to active-
management of interest-rate and liquidity risk

positions.

The net commission income was slightly above tar-
get, which was due in particular to commissions of
lending business and account management, while
the targets for restructuring fees in shipping and

brokerage business were not met.

Earnings from financial transactions were only
just positive and therefore well below expecta-
tions. Unplanned negative valuation results due to
the change in the counterparty-specific default
risk on the one hand and market price related to
derivatives on the other were responsible for this.
Other operating profit/loss was a good € 20 million

better than planned due to the reversal of provi-
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sions and proceeds from the partial redemption of
the Firstenberg bond.

Administrative expenses exceeded the planned
expenses significantly by approx. € 65 million in
2014. While, under staff expenses, current wages
and salaries and social security contributions were
below budget due to the efficiency improvement
programme, pensions/support were well above
expectations due to interest rates and due to the
need to make additional pension and allowance
provisions due to the double tariff agreement.
Other administrative expenses including deprecia-
tion on the other hand were below budget, due in
particular to savings in material costs for personal
expenses and expenditure on IT/telecommunica-
tions and as a result of partially activation of

project costs.

Due to the on the whole positive development con-
cerning income compared to the budget, the oper-
ating result before risk provisioning and valuation
exceeded expectations by approx. 13 per cent
despite the significant increase in administrative

expenses.

The assessment in the budget for 2014 that there
would be a reduced need for risk provisioning in
2014 compared to 2013 was incorrect. The ongoing
crisis in the shipping markets resulted instead in
high risk provisioning which was almost 30 per
cent over budget. The risk provisioning in 2014 was
almost entirely for shipping. All of NORD/LB’s
other customer groups remained well below their
budgeted risk provisioning, and in the Private and
Commercial Customers and Energy and Infrastruc-
ture Customers segments net reversals of risk pro-

visioning were even recorded.

In the valuation result relating to securities and
investments, significant positive deviations from
budget were recorded due to capital and redemp-
tion gains realised relating to securities, receiva-

blesand write-ups of investments.
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Despite the high risk provisioning, the operating
result after risk provisioning and valuation was

about 13 per cent higher than the plan.

With the exception of the Shipping segment, whose
contribution to the operating result after risk pro-
visioning and valuation was very negative, and the
Private and Commercial Customers segment,
which due to the allocation to provisions following
the recent ruling on the refunding of loan process-
ing fees was only able to achieve half of its target
figure, all of the bank’s other business segments
exceeded their planned contributions to the oper-
ating result and as a result more than compensate

for the cyclical negative impact of shipping.

The development of the key figures compared
to their targets was mixed. While the CIR was at
56 per cent around 2 percentage points above tar-
get due to the good earnings performance, the RoE
was at 2 per cent in line with the target due to the
high risk provisioning. At business segment level
the picture is as follows: With the RoRaC, all of the
bank’s segments exceeded their targets, apart from
Ship and Aircraft Finance and the Private and
Commercial Customers segment, which had due to
the outcome of ship financing a negative RoRaC.
The actual CIRs, however, were worse than the
target CIRs in all customer business segments in
2014 due to the increase in staff expenses due to

allocations to pension and allowance provisions.

Due to the tax position being lower than planned,
profit after taxes reaches more than twice than

planned.

Overall Assessment

In the view of the Managing Board, NORD/LB’s

business performance was satisfactory.

Supplementary Report

The Austrian Financial Market Authority took over
control of Heta Asset Resolution AG (wind-down
company for Hypo Alpe Adria Bank) on the 1 March
2015 and imposed a payment standstill for all
liabilities to the 31 May 2016. All due dates (for
both liabilities and interest) have been put back
to the 31 May 2016. The state of Carinthia has
provided a letter of indemnity for all positions
within the NORD/LB Group.
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Personnel Report

Economic Personnel Work develops

and secures value-adding Jobs

The bank’s own ambitious business model,
increasing market requirements and an increas-
ingly complex regulatory environment, demand
more efficiency, value adding and flexibility in the
personnel organisation for the optimisation of the

bank as a whole.

The guiding principle for NORD/LB’s personnel
work is to accept challenges such as external and
internal changes due to market and competition
conditions, increased costs due to regulatory
requirements, the decreasing attractiveness of the
industry and increasing pressure on income and
costs as dynamic drivers and accelerators for the
bank’s own work. This also includes appropriate
demands being placed on employees, in particular
in relation to performance, training, flexibility and

willingness to change.

NORD/LB has therefore focused its own personnel
business and the working capacity required for
this even more than in previous years on eco-
nomic and performance-related aspects. The aim
of NORD/LB’s personnel work is to create, develop
and secure value-adding jobs in order to ensure
that NORD/LB has the ability to invest, remains

competitive and is fit for the future.

Personnel Objectives dovetail

with Business Strategy

NORD/LB personnel work takes into account the
bank’s strategic business and risk objectives and is
therefore consistent with the corporate strategy. In
2014 NORD/LB developed a new set of objectives
for the medium term which will result in a refined,
dynamic personnel strategy from 2015. The per-
sonnel strategy is based on a robust four-pillar
model that can react like a “breathing” personnel
policy to the increasingly significant changes in
the banking industry. The model has four central
control levers and therefore provides the frame-

work for the Group:

e efficiency and productivity by controlling the
number of personnel,

e performance orientation and value adding by
controlling the remuneration systems,

e innovation and production quality by con-
trolling the quality of personnel and

¢ theassociated transformation management.

Personnel Tools support Efficiency

and Cost Programmes

NORD/LB again found itself, like the rest of the
NORD/LB Group, in a challenging transformation
process in 2014. Against a background of increas-
ing market pressure and greater focus on customer
needs, material costs and staff expenses were
reduced and as a result value adding and produc-

tivity increased.

For NORD/LB the key lied in better exploiting its
own internal pool of knowledge and the internal
job market while at the same time having a demo-
graphic-proof trainee recruitment policy. With
internal teaching and training, positions were
filled very flexibly and on the basis of potential.
This was done with tight central control of staff

capacity combined with timely controlling.

As part of the Group-wide Efficiency Improvement
Programme EIP with very ambitious cost targets,
new personnel tools were developed and intro-
duced in 2014 in NORD/LB to promote the internal
job market. These new tools made significant con-
tributions to improving efficiency soon after their
implementation and acted as a guarantee for the
stabilisation of value-adding jobs. For example,
internalisation measures helped to create new jobs
and at the same time generate efficiency improve-

ments.

NORD/LB’s number of employees reduced accord-
ing to plan. At the end of 2014 NORD/LB employed
4,369 people (2013: 4,529). The total external
employee turnover rate therefore rose

to 9.3 per cent compared to the previous year



(8.5 per cent). At the same time NORD/LB actively
tried to counter this with its potential-oriented
personnel policy and was able, despite ambitious
cost and headcount targets in the Group, to pre-

vent know-how leaving the NORD/LB Group.

Challenging Remuneration Issues Shape
Personnel Work

Regulatory requirements, in particular the new
Remuneration Ordinance for Institutions (Insti-
tutsvergiitungsverordnung) introduced in 2014,
were implemented in NORD/LB and used as an
opportunity to refine the bank’s remuneration
governance. The result of this work is, among other
things, a NORD/LB Group-wide, market-based,
competitive and therefore for employees attractive
remuneration strategy. At the same time NORD/LB
has refined its remuneration system taking into
account the market and competition, and in so
doing ensured that there is a performance-related

incentive effect for staff.

NORD/LB has used the complex requirements as
an opportunity to efficiently redefine the entire
remuneration product mix in 2014, to govern more
actively and basically to create more transparency.
For this purpose, a Total Compensation Approach
(taking into account all of the monetary and mate-
rial remuneration components) has been devel-
oped. Therefore the foundation has been laid in
2014 to ensure that the remuneration policy for all
of the companies in the NORD/LB Group will in
future be more in line with the Total Compensation

Statement.

Remuneration is disclosed due to extended regula-
tory requirements in separate remuneration
reports published by the divisions of the NORD/LB
Group.
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Potential-oriented Personnel Policy

Limiting factors for personnel work in NORD/LB
are the constraints placed on resources by exoge-
nous market and governance factors. This current
situation, which is specific to the entire banking
industry, has resulted in NORD/LB, and in the rest
of the NORD/LB Group, in a highly resource-active
personnel policy in 2014. As a consequence, in
2014 great importance was attached to the use and
development of available resources and staff
potential with investment in professional and
personal training and tailored education pro-
grammes. NORD/LB takes into account with its
potential-oriented personnel policy its current
demographic situation with its specific challenges,
e.g. rising average age and increasing demands
placed on management. Training is controlled and
validated in NORD/LB with regular, structured
development meetings between management and
staff.

Due to increasing demands placed on manage-
ment, NORD/LB’s Competence Model was funda-
mentally revised in 2014. Tasks, attitudes and com-
petences needed to be redefined uniformly. The
new Competence Model comprises four areas
focusing on different competences: performance
competence, change competence, decision-making
competence and leadership competence. At the
same time, based on the new Competence Model,
360 degree management feedback was also
relaunched in NORD/LB.

Recruitment Focus on Trainees

NORD/LB continued its personnel marketing and
recruitment work currently focused on career
trainees at a positive level in 2014, therefore ensur-
ing that the bank will have a pool of qualified
Young Professionals that will meet its needs in
both the short and medium term. The wide range
of high-quality apprenticeships, primarily in
commercial professions, and in some cases a
placement as part of a degree course, plus the
college-oriented trainee programmes developed
for applicants had a positive pull-effect. Bucking
the industry trend, NORD/LB even managed to

63



64

Management Report Personnel & Sustainability Report

increase the number of applications from

school-leavers and students in 2014.

Campaigns targeted at trainees in the media and
stable, regionally focused partnerships with uni-
versities, primarily with the Leuphana University
of Liineburg, the Leibniz Universitat Hannover and
the Hannover Center of Finance e.V. (HCF), ensured
that NORD/LB would have a high number of appli-
cantsin 2014.

As part of the Group-wide Efficiency Improvement
Programme EIP with very ambitious cost targets,
the number of trainee positions advertised was
also adjusted in line with demand. In 2014 almost
200 apprentices and trainees were trained by
NORD/LB (2013: 188 apprentices and trainees); this
equates to a positive trainee rate of 4.3 per cent.

Ambitious Diversity Programme

A working environment in which all staff are
treated equally- regardless of gender, nationality;,
ethnic origin, religion, belief, disability, age, sexual
orientation and identity - is inextricably linked to
the values of NORD/LB and its personnel work. The
principles of the “Charta der Vielfalt” (Diversity
Charta) of the companies in Germany, which
NORD/LB signed up to in 2013, also defined its
diversity work in 2014.

With a medium-term vision for diversity in mind
(age with stage of life orientation), NORD/LB initi-
ated a diversity research project with the Leibniz
FH Hannover in July 2014: Demographic change
and age structure. NORD/LB’s diversity programme
includes a family-friendly personnel policy that

supports a balance between work and family life.

With its high share of women in its overall work-
force in 2014 (50.9 per cent), NORD/LB had a bal-
anced mix of women and men. The share of women
on the Supervisory Board rose in 2014, from 22.3
per cent in 2013 to 27.8 per cent in 2014. Among
the six members of NORD/LB’s Managing Board
was one woman in 2014 (16.7 per cent). The share

of women in management positions remained sta-

ble in NORD/LB in 2014 at 22.0 percent compared
to the previous year (22.6 per cent). NORD/LB also
employees people from 26 nations.

Sustainable Health Management

Great importance is attached in NORD/LB to the
holistic maintenance of the health and fitness for
work of all, also taking into account demographic
change and the shortage of resources. In 2014
NORD/LB also offered a Corporate Health Manage-
ment Programme with proactive, preventive,
needs-based modular support mechanisms. The
objectives of NORD/LB’s Health Management Pro-
gramme are summarised by a specific vision. The
recertification within the scope of the “Corporate
Health Award” last year was not only proof of the
quality and competence of the Corporate Health
Management Programme, but also maintained the

high standards for support in 2014.

NORD/LB’s efforts focused on the needs-oriented
arrangement of the Corporate Health Management
Programme and in particular on awareness-
raising, training and qualification measures for

managers.

Employee demand for the services of the Corporate
Health Management Programme remained stable
in 2014 and had a positive effect on the key figures.
For example, NORD/LB'’s sickness rate improved in
2014, falling from 4.6 per cent in 2013 to 4.4 per

cent.



Sustainability Report

Sustainability stands for lifestyles and consump-
tion patterns that allow current and future genera-
tions to have a good life without using up the natu-

ral resources.

Sustainability is therefore the guiding principle for
a society that is fit for the future and for NORD/LB
a principle for operating a responsible business.
On the basis of this principle, the Managing Board
has passed a Sustainability Strategy which covers
aspects of our corporate governance and the
awareness of our responsibility towards custom-

ers, staff, society and the environment.

NORD/LB wants to make use of the opportunities
presented by global change, manage reputation
and business risks in a responsible manner and in
so doing remain a good investment for its inves-
tors. The Sustainability Strategy should ensure
that the Group will remain successful in the long
term and that it will meet its responsibilities as
a “corporate citizen”. The Sustainability Report,
which complies with the standards of the Global
Reporting Initiative (GRI), informs regularly about
the progress made with the sustainability targets
and also includes a progress report on its commit-
ment for the ten principles of the UN Global Com-
pact.
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General Economic Development

Global Economic Outlook

In the USA the signs are that the economy will
remain robust. It is possible that the Federal
Reserve will raise the base rate again in June or
September 2015. In the eurozone the early indica-
tors are giving rise to cautious hope that the
economic situation will stabilise. The growth gap
between the individual economies in the eurozone

will remain wide though.

Economic Forecast for Germany

and the Eurozone

Sentiment indicators in Germany and the euro-
zone, taking into account the economic develop-
ment in Germany, improved significantly towards
the end of 2014 and at the start of 2015. In the sur-
veys conducted by the Centre for European Eco-
nomic Research and sentix, in particular economic
expectations rose notably. The Ifo Business Cli-
mate Index has also risen, also driven by more
optimistic assessments of the near future. The fall-
ing price of oil, the depreciation of the euro and the
prospects of the continuation of the extremely
expansive monetary policy of the ECB in 2015 have
notably improved the sentiment of market partici-
pants and businesses. The key driver of growth will
again be domestic demand, and in Germany in
particular private consumption. This will be sup-
ported by an inflation rate that will remain low due
to the falling price of oil, a further increase in
employment and a further slight reduction in
unemployment, as well as further wage increase.
Private consumption will therefore increase by
slightly more than 1.5 per cent and in so doing
experience its strongest growth since 2011. The
German economy is on the verge of a recovery.
Compared to the previous year, it is expected that

economic output will increase by 1.5 per cent.

In the eurozone the economic recovery will con-
tinue in 2015, but will probably remain relatively
weak. The growth forecast of around 1.0 per cent
assumes that the price advantages of crude oil and

further stimulus via monetary measures will help

economic growth to gradually pick up during the
course of the year. It is expected that domestic
demand will increase at a slightly faster rate than
in the previous year. For investments, a gradual
recovery is expected in 2015. The most important
contributions to growth will once again be made
by private and public consumption. The growth
gap will remain high, with the German economy
again expanding at a much faster rate than the rest
of the eurozone. Regarding the reduction in unem-
ployment and the deficit ratio, slight improve-

ments, but no resounding successes are expected.

Financial Market Development

and Interest Rate Forecast

The monetary policy of the Federal Reserve will
gradually normalise in 2015. Following the end of
the bond purchase programme, an initial moder-
ate increase in interest rates is due in 2015.
Although the Federal Reserve will proceed with
caution, irritation among market participants and
businesses regarding the timing cannot be ruled
out entirely. The US monetary policy will therefore
basically remain expansive this year, albeit a little
less expansive than before. The trend for the yield
of ten year US treasuries will depend on the discus-
sions concerning the timing of the first increase in
interest rates and will, following a gradual rise in

the base rate, be upwards.

For the eurozone very low inflation rates that will
fall below zero for a longer period of time are
expected. In view of the mixed picture, in January
the ECB decided to launch a broad asset purchase
programme for public and private assets in the
amount of € 60 billion per month. Initially the
purchases are planned at least until September
2016. The total volume of the programme is there-
fore well above € 1 trillion and also includes the
current purchase programmes for asset backed
securities and covered bonds. From March 2015
the ECB will invest in government bonds and secu-
rities issued by state-related issuers with a term of

between two and thirty years. In the bond market



this measure has resulted once again in a signifi-
cant fall in yields. The sustained downward trend
for yields of European government bonds at the
start of the year anticipated the ECB'’s decision to
launch the government bond purchase pro-
gramme at the end of January. The yields of ten
year German Bunds (federal bonds) fell due to the
issuing bank’s decision to below 0.40 per cent, in
addition the gap between the spreads of the gov-
ernment bonds of many member countries to Ger-
man government bonds narrowed further. The
German yield curve at the start of the year is there-
fore extremely flat and is expected to only steepen
slightly by the end of 2015.

Itis expected that the exchange rate of the euro will
continue to be determined by the national debt
crisis in Europe, the growth and interest-rate dif-
ference and the monetary policies in the USA and
in Germany in 2015. Essentially, there are cur-
rently many reasons why the fall in the value of the
euro experienced in 2014 might continue. How-
ever, many of these factors should already be
priced in, therefore a continuation of the recent
rise in the value of the greenback is not expected.
By the end of 2015 the euro should be able to stabi-
lise at around $ 1.20. Against this background, no
reasons for greater fluctuations can be seen across
the entire time curve for the EUR/USD cross cur-

rency basis swap spreads.

The calculations of the econometric forecast mod-
els indicate that, following the somewhat excessive
market reaction in the wake of the ECB’s decision, a
spread level of —25 basis points across the entire
time curve is fundamentally justified. Here NORD/
LB expects the exchange rate between the US dol-
lar and the euro to remain steady for the time

being, with a more stable euro in the medium term.

Banking Market Development

The continuing credit risks in the European bank-
ing market will require further capital measures in
order to achieve a sustainably stronger banking
market. The regulatory requirements will continue

to increase. These will include in particular the
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Liquidity Coverage Ratio (LCR) and Net Stable
Funding Ratio (NSFR), the requirements for hold-
ing receivables that are available to be bailed in
and other related capital ratios (including Total
Loss Absorbing Capacity (TLAC)). The ECB has also
announced that it will perform its financial super-
vision role vigorously and strictly. The European
banks will therefore have to continue to review
their business models thoroughly in 2015 and

show high cost discipline.

Shipping

Based on the expected economic growth, there will
be no significant growth for shipping. However,
in the individual sectors there are signs at the start
of the first quarter that the sectors will experience
mixed developments with challenges to varying
degrees. Low fuel costs will alleviate the income

situation across all sectors though.

As the Chinese New Year celebrations will not take
place in 2015 until the end of February, the peak
season will start relatively late this year. The
numerous new large container ships that will enter
service in 2015 are intended for the Far East-
Europe route. Following the new alliances, a degree
of rate discipline should be possible. Due to the
new deliveries, the cascade effect will also have an
impact on the market in 2015, ships with a capac-
ity of 12 000 TEU (twenty-foot equivalent units) are
now being affected. As the expansion of the
Panama Canal is no longer expected to be com-
pleted before 2016, there will be no change for the
time being in the general conditions for the sub-
segments concerned (Panamaxe). The recent wave
of scrappings is having a positive effect on these
subsegments as the increase in demand for larger
container ships for intra-Asia trade and off the
west coast of Africa.

Following the collapse of the leading index in
January to its lowest level since 1986, the initial
reactions in the market can now be seen, e.g.
switching from bulker orders. The Baltic Dry Index
fell at the start of the year (18 February 2015) to

509 points. The Index was last at such a low level in
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1986 (31 July 1986: 554 points). In particular weak
trading activity on the Australia-China and Bra-
zil-China routes squeezed rate levels in the impor-
tant Capesize segment. Hopes are based on data
concerning stock levels in China. It is expected that
an increase in stock levels in the first half of 2015
will revive the poor rate levels. The reduced eco-
nomic forecasts for China and in places high order
book levels in the bulker sector only give cause for
limited optimism for the time being. As the bulker
fleet has expanded significantly in recent years,
the scrapping potential is relatively low. Accord-
ingly pressure from the competition and on mar-
gins remains high. In the medium term it is
expected that tonnage growth (supply side) will
reduce due to less deliveries, therefore, assuming
that demand will rise, an increase in charter rates

is expected.

A sustained shortage in the supply of crude oil is
currently not foreseen. The OPEC price war has
already had an effect, with oil drilling reduced in
the USA at the start of the year. The major oil giants
have also announced that they will be cutting back
on investment. As the onshore storage facilities
were well filled, the use of supertankers as floating
storage experienced a renaissance. Following the
very fast and extreme rise in charter rates in Janu-
ary, further increases should be limited, buta tem-
porary recovery in the crude oil tanker market in
2015 is in sight. As has been the case with shale oil
drilling projects in the USA, deep-sea oil-produc-
tion projects will face falling returns if oil prices
remain low. Accordingly, it is expected that new-
exploration growth will slow for the time being

especially for offshore oil and gas.

Taking into account statements made by external
forecasting institutes for the ship industry and
based on general cyclical developments, it is still
expected that the ship markets and (charter) rates
will start to recover in the medium term. Volatility
will continue across all segments, while the proba-
bility of a return to the highs in the recent past is
considered to be low due to the change in eco-

nomic and fiscal conditions.

Aircraft

The IATA is forecasting for 2015 growth of 7.0 per
cent for global passenger transport (RPK), which is
well above the average growth for the last 20 years
of 5.5 per cent. The IATA is expecting the demand
for airfreight volume (FTK) to increase by 4.5 per

cent.

The net profit for global airlines increases to $ 25
billion according to the IATA, which would equate
to a net margin of approximately 3.2 per cent

(2.7 per cent).

Real Estate

For 2015 as a whole, global investment in commer-
cial real estate is expected to rise. It is expected that
the ECB’s monetary measures will encourage
growth. In view of the low level of interest rates and
the associated pressure to invest, it is expected that
the positive trend will also continue in the German
real estate investment market. A transaction vol-
ume of over € 40 billion is forecasted. Against the
background of the increasing risk appetite of
investors, the demand for B cities, B locations and
other types of use such as office and retail will con-

tinue to rise.

The continuation of the economic recovery in
Europe together with low interest rates should also
encourage demand in the European real estate
market. It is expected that the risk appetite of
investors will remain high. The trend towards
investments in secondary cities and in alternative
market segments (such as logistics properties)
could continue. Overall it is expected that the
difference between rents and capital values (for
both core and non-core properties) will remain
high.



Business Development of NORD/LB

Planning Assumptions

NORD/LB has decided, in order for forecast report-
ing to be as transparent as possible, to present
integrated reports. Accordingly the forecasts for
the business segments will be explained alongside
the associated opportunities and risks. In addition,
in the Risk Report the risks are reported by risk
category, including a description of the risk-control

measures and quantitative information.

In line with the strategic policy of NORD/LB, 2015
was planned on the basis of the current diversified
business model which is characterised by the
financing of different asset classes in the different
business segments in opposing cycles. Further
proof of the robustness of NORD/LB's business
model was provided by the bank last year passing

the European Central Bank’s stress test.

The binding premise for everyone involved in the
decentralised planning process is the central medi-
um-term economic forecast produced by NORD/LB
Research. The forecasts stated in this for the devel-
opment of the economy, interest rates, exchange
rates, price inflation and financial markets are
included in NORD/LB’s planning. For 2015 it is
assumed that interest rates in the short-term will
be slightly and in the long ten year term noticeably
below the previous year’s interest rates. In addi-
tion, a significant stabilized USD/EUR average
exchange rate, a rise in consumer prices of 1.5 per
cent, the positive GDP growth and stability in the
iTraxx are assumed in the planning. Detailed infor-
mation can be found in the section dealing with

general economic development.

This year’s plan is also based on the targets set by
the Managing Board for 2015 (earnings before risk
provisioning, earnings before taxes, regulatory
TREA, cost development and total assets). These
measures were supported in the decentralised
planning process by the profit and service centres

with measures.
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The planning of NORD/LB’s risk-weighted assets
and regulatory capital for 2015 considers the
relevant capital requirements derived from EU
Regulation No. 575/2013 on prudential require-
ments for credit institutions and investment firms
(CRR) including transitional arrangements. In
NORD/LB’s plan, these regulatory requirements
concerning the required level of regulatory capital

are met in full and continually.

NORD/LB Plan for 2015

On the income side, in the plan for 2015 about
9 per cent fall income compared to the previous
year is expected. This is primarily attributable to
the significant fall in net interest income in the
plan. An increase in income from customer busi-
ness is unable to compensate for the special effects
of the previous year such as income from swap
terminations, expenses related to the taking up of
subordinated capital planned for 2015 and an
instrument of Common Equity Tier 1. Net commis-
sion income and earnings from financial transac-
tions on the other hand increase significantly in
the plan for 2015 due to anticipated income from

customer business.

A significant improvement in the result of risk
provisioning/valuation is forecasted in the plan
for 2015. Risk provisioning will once again be pri-
marily influenced by the shipping portfolio, how-
ever NORD/LB is expecting a reduction of around
45 per cent compared to 2014. The valuation result
is much lower in the plan for 2015 due to the
nonrecurrence of the previous year’s special
effects such as income realised from securities and

write-ups of investments.

Administrative expenses increase moderately in
the plan for 2015 by approx. 5 per cent. The biggest
relative increase is expected in staff expenses
primarily due to an increase in the allocation to
pension provisions due to the low level of interest
rates. Reflected in the slight increase in other
administrative expenses are investments in

selected customer divisions and IT.
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Other operating profit/loss is slightly below the
previous year’s level in the plan as positive one-
time effects in the previous year such as income
realised from the sale of bonded loans and the
partial redemption of the Fiirstenberg bond will

not recur.

A moderate reduction in reorganisation expenses

is planned in extraordinary earnings.

Overall, a fall in income, a moderate increase in
administrative expenses and a significant reduc-
tion in risk provisioning in the plan for 2015 result
in a fall of almost 8 per cent in the operating result

after risk provisioning and valuation.

The CIR rises in the plan for 2015 compared to
the previous year by around 9 percentage points
due to a fall in income and an increase in adminis-
trative expenses; the RoE stays at the previous

year’s level and is expected to be around 2 per cent.

Overall, a moderate increase in TREA is planned in
NORD/LB mainly due to investments in selected
business segments and exchange rate effects
USD/EUR.
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Business Segment Forecast with Opportunities and Risks Report

Private and Commercial Customers

Earnings Plan in the Private

and Commercial Customers Segment

A moderate increase in earnings in customer busi-
ness due to the nonrecurrence of negative special
effects (provisions for the refunding of loan pro-
cessing fees) and a reduction in allocated overhead
costs have a positive effect on the operating result
after risk provisioning and valuation in the plan,
which is expected to more than double with a cor-
responding positive effect on the segment’s key

figures.

The CIR falls as a result by 10 percentage points,
while the RoRaC rises in the plan by 4 percentage
points.

Opportunities and Risks in the Private

and Commercial Customers Segment

The historically low level of interest rates is cur-
rently being exploited extensively in particular by
private customers to finance owner-occupied prop-
erty. If the ECB maintains the low level of interests
in 2015 in line with prevailing market expecta-
tions, this might have a further positive effect on
the sale of real estate and the volume of housing

construction loans.

It is also possible that any deviations of a positive
or negative nature from the forecasted economic
growth, together with changes in the forecasted
stable job market situation, might have a signifi-
cant impact on the demand for loans from busi-

nesses or private persons.

For many investors in this segment, the security
and liquidity considerations outweigh their needs
in terms of returns. This is expressed in increased
levels of liquidity being held by customers. This
represents an opportunity for further volume
growth with sight and savings deposits. A further
lowering of interest rates can be viewed as a poten-
tial risk to earnings due to the associated margin

losses in deposit business.

The increasing level of competition seen in the
business region of Braunschweigische Landes-
sparkasse entails an increased risk of loss of vol-
ume and/or margin erosion lending and deposit

business.

Risks exist in particular in the Private and Com-
mercial Customers segment due to the recent court
ruling concerning the admission of certain fees.
These impact on the earnings position in the seg-

ment in the year of the ruling.

Corporate Customers & Markets

Earnings Plan in the Corporate

Customers & Markets Segment

The operating result after risk provisioning and
valuation is accordingly well below the previous
year’s level in the plan for 2015. Increases in com-
mission income and trading profit/loss are unable
to compensate for the higher risk provisioning
planned in the Corporate Customers sub-segment,
which is at the level of the required protection that
has been calculated in keeping with the bank’s

conservative risk management policy.

Despite the moderate increase in income in the
plan, due to the expected increase in TREA attri-
butable to volume growth, the higher capital com-
mitment due to the effects of Basel III and the
significant increase in risk provisioning in the
Corporate Customers segment, the RoRaC falls by
approx. 7 percentage points compared to the previ-
ous year. In the plan for 2015 the CIR is expected to
be at the same level as the previous year as income

and costs are expected to rise at a similar rate.

Opportunities and Risks in the

Corporate Customers & Markets Segment

In the Corporate Customers segment opportunities
will result from improving the good market
position with a stable customer base and a broad
diversification of risk and the good position of

the Agricultural Banking and Housing segments.
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Challenges lie in realising the segment’s planned
growth with qualified personnel and in the more
competitive situation due to the market entrance
further competitors in the high-end middle-mar-
ket segment in Germany. Risks will also arise due
to further regulatory requirements of the regula-

tory authorities.

In the Markets segment there is an opportunity to
intensify customer relationships with new product
initiatives in order to exploit existing earnings
potential. With the planned further expansion of
the customer base in Asia, there is potential to

increase market share in this market.

Challenges lie above all in potential changes in the
market environment, which is characterised by
shrinking margins, negative interest rates and
changing investor behaviour, as well as regulatory
issues that affect customer business, such as the
increased capital adequacy requirements. There is
also the risk that the planned business initiatives

cannot be implemented as planned.

Energy and Infrastructure Customers

Earnings Plan in the Energy

and Infrastructure Customers Segment

The contribution to the operating result after risk
provisioning and valuation falls in the plan by
a figure in the low double-digit millions due
mainly to the higher risk provisioning. This effect
is reflected in the RoRaC, which falls by 7 percent-
age points. Overall, higher income in both net
interest income and trading profit/loss is seen
alongside a lower increase in administrative
expenses, as a result an improved CIR of just under

2 percentage points is expected.

Opportunities and Risks in the Energy

and Infrastructure Customers Segment

Potential is seen in this segment which can be real-
ised by exploiting NORD/LB’s many years of exper-
tise and good market position and by intensifying
customer relationships. Furthermore, the efforts to
tie in institutional investors with among other

things the development of new products will be

intensified in order to improve NORD/LB’s com-
petitive position. This significant challenges for
the future lie in the increasing competition. Com-
petitors, including institutional organisations, are
increasingly providing customers with alternative
financing options and in so doing are placing
increasing pressure on future capacities, margins
and commission. There is also the risk of a change
in technological, legal, economic and political cir-

cumstancessuch as government support.

Shipping and Aircraft Customers

Earnings Plan in the Shipping

and Aircraft Customers Segment

Due to the planned growth scenarios in Asia in the
next few years, a noticeable increase in net interest
income and net commission income is expected.
Investments in Asia and an increase in allocated
operating costs result in administrative expenses

increasing accordingly:.

The risk provisioning is affected by the crisis in
the shipping sector which transgression is
expected in 2015 and will remain high in 2015,
although NORD/LB is expecting a noticeable reduc-
tion compared to 2014. Due to the slightly increase
in earnings from aircraft financing in 2015 and the
high reduction in risk provisioning in ship lend-
ing, a positive contribution to the operating result
after risk provisioning and valuation in the low-tri-
ple-digit millions is planned in the overall segment
for 2015, which equates to a significant increase

compared to the previous year.

The RoRaC in the segment increases due to the
planned earnings performance from the negative
figure in 2014 to a positive single-digit figure in the
plan for 2015. The CIR remains stable at a low level
as the rates of change for income and costs are in

balance.



Opportunities and Risks in the Shipping

and Aircraft Customers Segment

The earnings development in the Ship Financing
segment continues to be affected by the crisis in
the shipping sector. The market recovery may take
effect at a different time and to a different degree
than assumed in the plan with corresponding
risks, and opportunities, for earnings performance

in this segment.

In the Aircraft Customers segment, however, the
increased competition in the banking and capital
markets will be one of the major challenges for this
business segment. On the one hand there is com-
paratively limited scope for increased margins in
standard business, on the other hand additional
business opportunities may also arise due to
NORD/LB’s good reputation.

Real Estate Banking Customers

Earnings Development in the

Real Estate Banking Customers Segment

Overall, NORD/LB is forecasting a slightly negative
contribution that is below the previous year’s
contribution to the operating result after risk pro-
visioning and valuation in the rest of the Real
Estate Banking Customers segment. The main rea-
son for this is the much higher risk provisioning
compared to the previous year. This is based on a
conservative assessment of the development of
existing exposures. Due to the absence of signifi-
cant allocations to risk provisioning in 2014, the
previous year’s figure was very low compared to
the plan for 2015.

Due to income and administrative expenses falling
at a similar rate, the CIR is expected to be at the
previous year’s level in 2015. A significant fall in
the RoRaC is expected based on the reduction in

income and increase in risk provisioning.
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Group Controlling/Others

Earnings Planin the Group Controllin/Others

In this segment, a significant fall in earnings is
expected in the plan for 2015. The main reason for
this is the significant fall in net interest income
and the valuation result, as special effects in the
previous year from swap terminations and the

investment portfolio will not recur.

Opportunities and Risks in the Group
Controlling/Others/Reconciliation Segment
Opportunities and risks exist in this segment in the
distribution of dividends from and valuation of
investments. In Bank Asset Allocation, opportuni-
ties and risks arising from rating-induced sale
transactions with a corresponding effect on earn-
ings are seen. Opportunities and risks for the
Treasury Division primarily arise as a result of
market parameters (currency and interestrate
fluctuations including negative interest rates)
deviating from the forecast and the associated
effect on the result of interest-rate change risk

control.

Opportunities and risks also exist in the imple-

mentation of projects covering the entire bank.
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Extended Risk Report

Risk Management - Development in 2014

The utilisation of risk capital in the going-concern
scenario declined slightly in the year under review
and is 31 per cent as at the reporting date. Here
a reduction in risk capital needs to be mentioned,
which is primarily due to the increased capital
adequacy requirements for the for the increase in
TREA compared to 31 December 2013.

Of the material risks included in the model,
namely credit, investment, market-price, liquidity
and operational risk, credit risk is by far the most
significant. The reduction in market-price risk can
only partly compensate the rise in the other risk
types. The utilisation of risk capital in the going
concern can be seen in the following table which

shows risk-bearing capacity.

Risk-bearing capacity

(in € million) 31 Dec. 2014 31 Dec. 2013
Risk capital 3933 100 % 3977 100 %
Credit risks 485 12 % 460 12 %
Investment risks 206 5% 148 4%
Market-price risks 334 8% 427 11%
Liquidity risks? 113 3% 98 2%
Operational risks 73 2% 56 1%
Other? -87 -2% -146 -4 %
Total risk potential 1124 1042

Utilisation 29 % 26 %

U 2014 includes liquidity pay commitments for Hannover Funding, 2013 Hannover Funding was totally consolidated.
2 Includes adjusted items from the comparison of regulatory and economical expected losses.

Overall utilisation is well below the internally
specified maximum value of 80 per cent. The speci-
fications of the risk strategy concerning the alloca-
tion of risk capital to risk types were also complied
with.

At the start of 2015 NORD/LB was informed of
the requirements of the future Supervisory Review
and Evaluation Process (SREP) of the baking super-
vision that need to be considered and met at Group
level. The bank has taken suitable measures to

meet the requirements.

Credit Risk - Development in 2014
The term total exposure plays a significant role in
the context of credit risk control. Calculation of the

total exposure is based on utilisation (in the case of

guarantees the nominal value and in the case of
securities the carrying amount) and the credit
equivalents resulting from derivatives (including
add-ons and in consideration of netting). Irre-
vocable and revocable credit commitments are
included in the total exposure, while securities
against NORD/LB are ignored. Also included in the
total exposure are investments. After the closing
date, the Austrian Financial Market Authority took
over control of Heta Asset Resolution AG (wind-
down company for Hypo Alpe Adria Bank) on the
1st March 2015 and imposed a payment standstill
for all liabilities to the 31 May 2016. The effects on
NORD/LB known at the time the Risk Report was

prepared are considered below.



Analysis of the total exposure

NORD/LB’s total exposure as at 31 December 2014
amounts to € 136 billion and has therefore risen
compared to the previous year’s value by 3 per
cent. Most of the total exposure continues to lie in

the very good to good rating classes.

The classification is based on the standard IFD
rating scale which the banks, savings banks and
associations in the “Initiative Finanzstandort

Deutschland” (IFD, initiative for Germany as a
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financial location) have agreed on in order to
improve comparability between the rating levels of
the individual credit institutes. The rating classes
of the 18-step DSGV rating master scale used in
NORD/LB can be transferred directly into the IFD

classes.

The Rating Structure table shows the breakdown of
the total exposure in NORD/LB by IFD rating class
and product type.

Rating structure?? Loans? Securities?  Derivatives® Other® Total Total
exposure exposure
(in € million) 31Dec.2014  31Dec.2014 31Dec.2014  31Dec.2014  31Dec.2014 31Dec.2013
Very good to good 65102 25978 7173 9205 107 458 102 328
Good/satisfactory 6639 530 317 632 8118 8465
Reasonable/satisfactory 4392 157 122 478 5148 5449
Increased risk 5035 48 121 326 5530 5763
High risk 2116 0 19 39 2174 2235
Very high risk 1718 46 70 15 1849 2544
Default (= NPL) 5098 113 11 34 5256 4706
—-ofwhich
rating class 16 788 112 4 13 917 1089
Total 90 099 26871 7833 10728 135531 131 490

Allocated in accordance with IFD rating categories.
Total differences are rounding differences.

&)

Includes loans taken up orloan commitments, guarantees and other non-derivative, off-balance sheet assets.

Asin the internal reporting, irrevocable loan commitments are normally included at 43 per cent (43 per cent) and

revocable loan commitments at 38 per cent (38 per cent).

3

and currency transactions.

e

The rise in total exposure was accompanied by
a 5 per cent rise in items in the rating class very
good to good in the year under review. The very
high share of these best rating categories in the
total exposure of 79 per cent (78 per cent) is
explained by the great importance of business
with public authorities and with financing insti-
tutes with a good credit rating and therefore at the
same time reflects the conservative risk policy of
NORD/LB.

Includes the own stocks of securities issued by third parties (banking book only).
Includes derivative financial instruments such as financial swaps, options, futures, forward rate agreements

Includes other products such as transmitted loans and loans administered for third-party account.

While the exposure in rating categories with a high
to very high risk fell slightly in the year under
review, the exposure in non-performing loans
(NPL) rose slightly due to rating migrations. The
reason for this is in particular the ongoing ship-

ping crisis.
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The breakdown of total exposure by industry which basically remains low risk, accounts for
group shows that business conducted with financ- 60 per cent (62 per cent) and still constitutes a con-

ing institutes and with public administrations, siderable share of the total exposure.

Industries?? Loans®  Securities? Derivatives® Other® Total Total
exposure exposure
(in € million) 31Dec.2014 31Dec.2014 31Dec.2014 31Dec.2014 31Dec.2014 31Dec.2013
Financing institutes/
insurance companies 29261 16411 3290 6815 55777 53733
Service industries/other 32680 8800 2100 1140 44720 45 690
— of which: Land, housing 5791 - 567 277 6635 6467
— of which:

Public administration 15939 8587 983 27 25536 27962
Transport/communications 16 585 419 546 103 17 653 16 350
— of which: Shipping 10831 - 113 24 10968 9842
— of which: Aviation 3953 - 19 0 3972 3939
Manufacturing industry 2959 634 690 156 4439 4520
Energy, water and mining 5237 431 805 1429 7901 6446
Trade, maintenance and repairs 1796 87 268 149 2300 2032
Agriculture, forestry and fishing 636 30 4 921 1591 1524
Construction 945 60 130 16 1150 1197
Total 90 099 26871 7833 10728 135531 131 490

U Allocated in alignment with the internal reporting in accordance with economic criteria.
2 to® See the previous chart on the rating structure.

The breakdown of the total exposure into regions remains by far the most important business
shows that the eurozone accounts for a high share region of NORD/LB. Germany’s share is 68 per cent

of 83 per cent (84 per cent) of total exposure and (71 per cent).

Regions?? Loans®  Securities? Derivatives® Other® Total Total

exposure exposure
(in € million) 31Dec.2014 31Dec.2014 31Dec.2014 31Dec.2014 31Dec.2014 31Dec.2013
Euro countries 72354 24 566 5010 10654 112584 111079
—of which: Germany 59793 19237 3815 9926 92771 93702
Other Europe 5183 1386 1945 47 8562 7 649
North America 4344 263 384 0 4991 5047
Middle and South America 2891 147 22 = 3060 2496
Middle East/Africa 956 - 7 15 978 966
Asia/Australia 4371 509 464 12 5355 4255
Total 90 099 26871 7 833 10728 135531 131 490

U Allocated in alignment with the internal reporting in accordance with economic criteria.
2 to® See the previous chart on the rating structure.



Overall the exposure in Greece, Ireland, Italy, Por-

tugal and Spain increased slightly to € 4.1 billion
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the respective countries, regional governments

and municipalities fell to € 72 million (€ 179 mil-

(€ 3.9 billion). Their share in the total exposure is lion).

only 3 per cent. The share of receivables owed by

Exposure in selected Greece Ireland Italy Portugal Spain Total
countries®? 31 31 31 31 31 31 31 31 31 31 31 31
: - Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec.
(in € million) 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
Sovereign Exposure - - 19 105 - - 46 46 7 28 72 179
Financing institu-

tions/insurance

companies = - 257 221 345 506 8 61 153 146 764 934
Corporates/Other 218 193 2627 2230 206 121 75 84 144 148 3270 2776

—of which CDS - - - - 13 - - - 13 - 26 -
Total 218 193 2903 2556 551 627 129 191 305 321 4107 3889

-of which CDS - - - - 13 - - - 13 - 26 -

D Allocated in alignment with the internal reporting in accordance with economic criteria.

2 to® See the previous chart on the rating structure.

NORD/LB has an exposure of € 904 million in
Cyprus in the corporates/others category. This pri-
marily concerns a ship exposure whose economic
risk lies outside of Cyprus. NORD/LB does not have
any sovereign exposure or exposure to financing

institutes and insurance companies in Cyprus.

In Hungary NORD/LB has an exposure of € 18 mil-
lion (corporates/others), and in Russia it has an
exposure of € 253 million (€ 82 million Corporates,
€ 171 million financing institutions and insurance
companies). The exposure in Egypt, Argentina,
Slovenia and Ukraine is of minor significance.
NORD/LB is also closely monitoring and analysing
developments in the countries mentioned. How-
ever, the bank does not consider it necessary to

make any further provisions at this stage.

In addition to direct exposure, the reported expo-
sure also comprises indirect exposure (primarily
credit default swaps). The calculation is based on
utilisation (in the case of guarantees the nominal
value and in the case of securities the carrying
amount) and the credit equivalents resulting from
derivatives (including add-ons and in considera-
tion of netting). Irrevocable and revocable credit
commitments are included in the total exposure,

while securities against NORD/LB are ignored.

Sovereign exposure also comprises exposure to
regional governments, municipalities and state-
related public-sector companies enjoying govern-

ment guarantees.

Non-Performing Loans

For acute counterparty risks relating to lending
business reported in the balance sheet, if there are
objective indications of a permanent loss in value
NORD/LB makes specific valuation allowances and
lumpsum specific loan loss provisions. A require-
ment for loan loss provisions is based on a present
value consideration of anticipated interest and
redemption payments which are still expected as
well as on other earnings, in particular from the

realisation of collateral.

NORD/LB takes account of latent counterparty risk
relating to transactions with non-banks for which
no specific valuation allowances are established
by establishing lumpsum loan loss provisions.
Risks relating to off-balance sheet transactions
(guarantees, endorsement liabilities and loan
commitments) are accounted forby an allocation

to loan loss provisions.

Irrecoverable loans of up to € 10,000 for which
there is no specific valuation allowance are written

off immediately. Payments received for written-off
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loans and advances are recognised through profit

orloss.

The continuation of the shipping crisis resulted in
a furtherincrease in valuation allowances on expo-
sures and risk provisioning in this sector in 2014.

The balance of specific valuation allowances,

lumpsum specific loan loss provisions, loan loss
provisions, national valuation allowances and
lumpsum loan loss provisions increased in
NORD/LB due primarily to an increase in valuation
allowances for the shipping portfolio. The ratio of
this balance to total exposure rose in the period

under review from 1.0 per cent to 1.3 per cent.

Risk provisioning 1 Jan.-31 Dec. 2014

Specific valuation National loan loss General loan loss

allowances (lump- provisions provisions

sum specific loan

loss provisions, loan

(in € million)

loss provisions)

Opening balance 1231 0 104
+ New provision/increase 865 - 1
— Disposal -486 -0 -10

of which: debt losses (consumption) -97 -0 =

of which: reductions -359 -0 -10
+/- Other addition or disposal -52 - -
+/- Transfer 0 - -
+/- Currency conversion 93 - 1
= Closingbalance 1651 0 95

The amount of non-performing loans of € 5.3 bil-
lion is primarily secured by standard bank collat-
eral and other credit enhancements valued on the
basis of lending principles. The NPL exposure is
covered 33 per cent (28 per cent) by risk provision-
ing before the inclusion of collateral. In addition to
the impaired receivables, these NPLs also include
all of the receivables of rating notes 16 to 18 (IFD
risk class default (NPL)).

The share of total NPLs in the total exposure rose
slightly in the period under review and is as at
31 December 2014 3.9 per cent (3.6 per cent). The
increased exposure in the amount of € 3.6 billion
(€ 3.3 billion) makes up 2.7 per cent (2.5 per cent) of

the total exposure.

IndustriesV?

Total exposure of impaired Specific valuation allowances,
receivables lumpsum specific loan loss pro-

visions, loan loss provisions for

off-balance sheet transactions

(in € Tsd.) 31Dec.2014 31Dec.2013 31Dec.2014 31 Dec.2013
Financing institutes/insurance companies 223387 232483 102618 110207
Service industries/other 644671 657 846 244163 255330
Transport/communications 2487 464 2186448 1174734 709 337
Manufacturing industry 196 831 153326 81693 94077
Energy, water and mining 71477 42336 26 386 22535
Trade, maintenance and repairs 5877 6982 3205 3627
Agriculture, forestry and fishing 5611 8684 3101 3864
Construction 13 664 19875 15165 18235
Total 3 648 982 3307979 1651 066 1217212

U Allocated in alignment with the internal reporting in accordance with the borrower’s jurisdiction and under consideration of the

IFRS accounting regulation.
2 Total differences are rounding differences.
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Regions?? Total exposure of impaired ~ Specific valuation allowances,
receivables lumpsum specificloan loss pro-

visions, loan loss provisions for

off-balance sheet transactions

(in € Tsd.) 31 Dec.2014 31 Dec.2013 31 Dec.2014 31Dec.2013
Euro countries 3215407 2955378 1553 829 1118535
Other Europe 139564 112177 59377 48726
North America - 51991 - 14201
Middle and South America 11 169 - 2307 -
Middle East/Africa 166 501 188366 34137 35683
Asia/Australia 116 342 68 1415 68
Total 3648 982 3307979 1651 066 1217212

D Allocated in alignment with the internal reporting in accordance with the borrower’s jurisdiction and under consideration of the

IFRS accounting regulation.
2 Total differences are rounding differences.

Due to offsetting with collateral, NORD/LB’s risk-
weighted assets as at 31 December 2014 were
reduced by € 6 billion (€ 6 billion); this equates to
a share of 24 per cent (14 per cent) in the total TREA
credit risk. Here mainly financial securities and

guarantees from states were offset.

Credit Risk - Outlook

Against the background of the continuing difficult
market conditions for ship financing, NORD/LB
expects that risk provisioning will again be signifi-
cant in 2015, though less than in 2014. NORD/LB
will continue to monitor developments closely and
where necessary proceed with the measures to

strengthen the risk quotas.

In 2015 measures to further optimise the models
for quantifying and controlling credit risks are
planned. In addition to developing the economic
credit risk model, the collection of loss data to vali-
date the Loss Given Default (LGD) components and

Credit Conversion Factor (CCF) will be expanded.

InvestmentRisk - Development in 2014

In order to enhance earnings potential and reduce
capital tied and potential risk relating to invest-
ments the NORD/LB Group has, on the basis of
a critical review of the investment portfolio, dis-
posed of a range of investments since 2005. This
strategy was continued in the year under review.
A few smaller investments were also sold or liqui-
dated in 2014.

The risk potential reported in the going concern of
the investment portfolio rose in the year under
review to € 206 million (€ 148 million) despite
these disposals. The reason for this is the share
held by the bank in LBS Norddeutsche Landes-
bausparkasse, for which a write-down was made in
view of the difficult low-interest-rate environment

for building societies.

Investment Risk - Outlook

Significant tasks for 2015 will be the further
systematic reduction of investments which are not
relevant for NORD/LB’s business model and the
further development of stringent controls for
investments in relation to the risk-return ratio and
the further development of the materiality concept
with a view to improved integration of investment

control and risk control at overall bank level.
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Market- PriceRisk - Development in 2014
NORD/LB’s market-price risk developed at a moder-

The greater fluctuations in the VaR, in particular

in mid-2014, were mainly attributable to a change

ate level in the year under review relative to the in the strategic interest-rate positioning of
allocated economic capital and the limits derived NORD/LB.
from this.
Value-at-Risk (95 per cent, 1 day) (in € million)
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The average NORD/LB utilisation of market-price
risk limits for the year was 60 per cent (52 per cent),
with maximum utilisation amounting to 89 per
cent (70 per cent) and minimum utilisation at

40 per cent (32 per cent).

During the course of 2014, the daily VaR (confi-
dence level of 95 per cent and holding period
of one day) fluctuated between € 13 million and
€ 25 million, with an average value of € 20 million.
As at 31 December 2014, a VaR of € 19 million was

calculated for NORD/LB, the same as in the previ-

ous year.

The VaR calculated on the basis of regulatory
parameters (confidence level of 99 per cent and
holding period of ten days) amounted to € 63 mil-
lion in NORD/LB on 31 December 2014 (€ 124 mil-
lion). These figures also include, unlike the regula-
tory reporting, the interest-rate and share-price
risks in the banking book.

Market-price Maximum Average Minimum End-of-yearrisk
: 1

risks 1Jan.— 1Jan.— 1Jan.— 1Jan.—- 1Jan.— 1Jan.—- 1Jan.—- 1Jan.—
31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec.

(in € Tsd.) 2014 2013 2014 2013 2014 2013 2014 2013

Interest-rate risk

(VaR) 23760 18378 18842 13793 13061 9112 18465 18378

Currency risk

(VaR) 1365 698 685 505 366 272 1063 698

Share-price and

fund-price risk

(VaR) 1654 1005 1320 720 815 138 1654 688

Volatility risk

(VaR) 1212 1339 644 632 329 287 947 377

Other add-ons 115 104 48 45 0 4 50 8

Total 24584 18594 19505 14424 13239 9502 18 887 18594

U The previous year’s figures were adjusted.



Unlike the credit-spread risks for the liquidity
reserve, the credit-spread risks of fixed assets in
the going-concern scenario are not included in
the VaR for market-price risks. In 2014 the credit
investment items concerned were also further
reduced by means of slimming down and targeted
sales. At the same time, targeted new investments
in corporate bonds, credit default swaps and Euro-
pean covered bonds were made on a limited scale

for portfolio management.

The effects of a standardised interest-rate shock in
the banking book are also analysed in accordance
with the requirements of the Capital Requirements
Regulation (CRR). The result according to internal
calculations for NORD/LB as an individual insti-
tute as at 31 December 2014 is at 7.31 per cent well
below the regulatory threshold which provides for
a maximum share of 20 per cent of authorised
equity capital. The interest-rate shocks are not
reported at individual institute level, but at the
level of the NORD/LB Group.

Market- Price Risk - Outloob

NORD/LB will continue to closely monitor all of the
relevant asset categories in 2015 as at least short-
term, volatile market fluctuations can be expected.
Based on its conservative risk policy, the gradual
improvements to the risk models, the risk control
process and focused trading strategy, NORD/LB
believes though that it is also well prepared for

turbulent market phases.

With regard to the methods used, for 2015 it is
planned that the basic risks from the various swap
curves will be added to the VaR model in the

banking book.
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LiquidityRisk - Development in 2014

2014 was characterised for NORD/LB by the contin-
uing crisis in the shipping sector and the stress test
measures required by the European regulatory
authorities. The separation of credit portfolios at
risk of default and the reorganisation measures
initiated are progressing well. With its good perfor-
mance in the stress tests, NORD/LB has also main-

tained its standing in the markets.

In spite of this, NORD/LB had sufficient liquidity at
all times in 2014. The liquidity maturity balance
sheet shows in the maturity bands up to one year
and up to five years in the year under review an
increased liquidity requirement. The increase in
risk seen in up to 1 year maturity band is within
the approved RBC limits and are largely due to the
effect that the bank’s own issues have on reducing
maturities. The liquidity risk limits derived from
the risk-bearing capacity and updated in the
period under review were always complied with;
this applies for all currencies considered together

and for the principal individual currencies.

83



Management Report Forecast, Opportunities and Risk Report

Accumulated liquidity maturities (in € million) B 31Dec. 2014
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NORD/LB’s refinancing primarily comprises liabili-
ties to banks at 31 per cent (31 per cent), to custom-
ers at 31 per cent (28 per cent) and securitised lia-
bilities at 19 per cent (25 per cent). In addition to
uncovered securities, NORD/LB also uses covered
securities, including Offentliche Pfandbriefe in
euros and US dollars and Immobilienpfand-
briefe, Schiffspfandbriefe and Flugzeugpfand-
briefe. Covered bonds in circulation, including
bonds which were issued before the Covered Bond
Act (Pfandbriefgesetz) came into effect, total € 24
billion (€ 22 billion), with public-sector covered

bonds accounting for the biggest share.

NORD/LB operates in markets with the highest pos-
sible level of liquidity and maintains a portfolio of
high-quality securities. As at the reporting date
it possesses securities in the amount of € 29 billion
(€ 29 billion), 92 per cent (91 per cent) of which are
eligible for repo transactions with the ECB or the

US Reserve.

Due to the attentive monitoring of markets and
active liquidity control, it was ensured at all times
in the year under review that NORD/LB had suffi-
cient liquidity. The liquidity ratio calculated in
accordance with the German Liquidity Regulation
was at all times well over the minimum of 1.00
required by regulatory provisions. At the end of the
year the ratio was 1.33 (1.35). The liquidity stress
tests used for internal control showed a satisfac-
tory liquidity situation for NORD/LB Group as at
the reporting date. The liquidity buffers for one
week and one month in accordance with the Mini-
mum Requirements for Risk Management are also

complied with.

Overall the measurement and control processes
were extended in 2014. This includes among oth-
ers the inclusion of a normal case in connection
with newly developed clearing scenarios (Mini-
mum Requirements for Recovery Plans, MaSan)
which also include liquidity aspects. A new posi-
tion was also introduced in the liquidity stress
tests which includes and outflow of funds due to

the return of the bank’s own issues.



Liquidity Risk - Outlook

In 2015 liquidity management will face the chal-
lenge of phasing out benchmark issues (guarantor
liability) while at the same time taking into account

profitability aspects (negative interest rates).

Liquidity risk control in NORD/LB will continue to
develop with for example the inclusion of further
items in the liquidity stress test and greater consid-
eration of the Basel IIl requirements (including
LCR control).

Focus will remain in 2015 on the continued imple-
mentation of the much more stringent require-
ments for the management and external reporting
of liquidity risks announced by the international
regulatory authorities in reaction to the financial
market crisis. Here in particular the requirements
of Basel III concerning the LCR and NSFR and
the monitoring tools are of great importance to
NORD/LB.

Operational Risk - Development in 2014

The total amount of NORD/LB’s damages rose sig-
nificantly to € 16 million 2014 (€ 4 million). The
main reason for this rise is repayments to custom-
ers and provisions made following a ruling by the
Federal Court of Justice (Bundesgerichtshof) on
loan processing fees for consumerloans. The cause
category “external influences” continues to domi-

nate.

There are no significant legal risks as at the report-
ing date. For legal risks relating to the sale and
financing of investment products, provisions were
made in previous years and these are reviewed

regularly.

Operational Risk - Outlook

The efforts for integrated operational risk manage-
ment have helped to further increase the transpar-
ency of operational risks and make targeted
control possible. The associated tightening up of
reporting, consolidation of questions and raising
of general awareness are resulting in a noticeable

lightening of administrative activities and increas-
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ing acceptance. This makes it easier to control
operational risks and further expand the risk cul-

ture.

With scenario analyses that are conducted on a
regular basis and that also simulate the effect of
externally observed events in NORD/LB, targeted
recommendations for action can be derived. Indi-

cators help to identify risks early.

Overall Assessment

The utilisation determined in the RBC model
shows that risks were covered at all times during
the period under review. NORD/LB also complied
with the applicable regulatory provisions concern-
ing equity capital and liquidity throughout 2014.
It also took due account of the regulations relating
to large credits limits in accordance with § 387-403
of the CRR and all risks known to the bank with
precautionary measures. Suitable instruments
have been implemented for the purpose of recog-

nising risks early.

NORD/LB does not believe that there are any risks
at present that would put the existence of the bank

atrisk.

General opportunities and risks exist in deviations
from planning assumptions for the USD/EUR
exchange rate, interestrate curves and costs

related to regulatory requirements.

Further challenges exist in the implementation of

the cost-reduction programme.

NORD/LB development currently depends above
all on the continuing uncertain developments in
the shipping markets and the development of the
euro countries, particularly peripheral countries.
The current global trouble spots, in particular in
Ukraine and in the Middle East, continue to pres-
ent risks. A further drop in the value of the euro
against the US dollar might also have a negative
effect. A longer period of low interest rates might
also affect particularly the bank’s net interest

income. On the other hand a stronger improve-
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ment in the economy and a sustained improve-
ment in the national debt crisis could have a posi-
tive impact on the bank’s results with an increase

inincome and lower risk provisioning.

In many markets the level of competition is
increasing with effects on margins and new busi-
nesses and a range of regulatory requirements will
tie up capacity and result in pressure on income

and costs.

Based on the current state of the analyses,
NORD/LB considers the foreseeable effects of these
events to be manageable and will continue closely

to monitor and analyse developments.

Overall NORD/LB is planning an operating result
after risk provisioning and valuation for 2015 that

is moderate lower the previous year’s level.
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88 Annual Accounts Balance Sheet

Assets Norddeutsche Landesbank Girozentrale
31 Dec.2013
€ € € €000

1. Cashreserve

a) Cashonhand 60 333 650.86 61943
b) Balances with central banks 716908 420.72 986 535
of which: 777 242 071.58 1048478
with the “Deutsche Bundesbank” € 594807 546.72 (650542)
2. Claims on banks
a) mortgage loans 44329 294.14 41 546
b) municipal loans 10075 768 801.35 12918441
c¢) Otherclaims 14146 215 246.11 13770067
of which: 24266 313 341.60 26730054
Due on demand € 3871630941.77 (2644 928)
against securities lending € 0.00 0
3. Claims on customers
a) mortgage loans 4940756 813.18 4730086
b) municipal loans 19524241 931.20 22363641
c¢) Otherclaims 33 640 280 457.02 31853044
of which: 58105279 201.40 58946771
against securities lending € 0.00 0
4. Debtsecurities and other fixed-interest securities
a) Money-market instruments
aa) Issued by public sector borrowers 12752 745.44 6025
of which: eligible as collateral
for “Deutsche Bundesbank”
advances € 0.00 )
ab) Issued by other borrowers 12 355 036.65 10878
of which: eligible as collateral 25107 782.09 16903
for “Deutsche Bundesbank” (0)
advances € 0.00
b) Bonds and debt securities
ba) vIssued by public sector borrowers 8588013 123.80 8716 025
of which: eligible as collateral
for “Deutsche Bundesbank”
advances € 8522509630.09 (8628 349)
bb) Issued by other borrowers 17 031 302 325.13 16 293 446
of which: eligible as collateral 25619315448.93
for “Deutsche Bundesbank” 25009471
advances € 14803842182.08 (13922 752)
c) Debt securities, issued by the institution itself 217 255 459.94 385994
Nominal amount € 212072746.07 (381 010)

25 861 678 690.96 25412368
Amount carried forward 109010513 305.54 112154574
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Balance Sheet NORD/LB Bank as at 31 December 2014 Assets
31Dec.2013
€ € €000
Amount carried forward 109010513305.54 112154574
5. Shares and other non fixed-interest securities 1249 696 739.03 1208 606
5a. Trading portfolio 11 515 629 470.60 8827061
6. Participating interests 138 628 373.26 94780
of which:
in banks € 296480.46 (4197)
in financial institutions € 266670.94 (2226)
7. Investments in affiliated companies 1967 564 545.25 1952 346
of which:
in banks 1458201750.52 (1407 729)
in financial institutions € 0.00 0)
8. Assets heldin trust 4450 467 308.71 4542444
of which:loansonatrustbasis € 4450467308.71 (4542 444)
9. Intangible assets
a) internally generated industrial property rights
and similar rights and values 52048 127.53 50231
b) Concessions, industrial property rights and similar
rights and values including its licences against payment 43131 400.06 32512
d) Advance payments made 0.00 68
95179 527.59 82811
10. Tangible assets 203958 477.54 218858
11. Other assets 1453233 780.17 1432221
12. Prepaid expenses
a) from new issue and lending business 389981 867.10 449638
b) other 547 283 647.40 673 649
937 265 514.50 1123287
Total assets 131022137 042.19 131620085
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Liabilities Norddeutsche Landesbank Girozentrale
31 Dec.2013
€ € € €000
1. Liabilities to banks
a) issued registered mortgage Pfandbriefe 15308 313.70 50 866
b) issued registered public sector Pfandbriefe 1036736 727.13 1245552
c) Otherliabilities 39307 052 209.50 39535971
40 359 097 250.33 40832 389
of which:
Due on demand € 5984539333.61 (5111391)
ensuring loans taken up
registered mortgage Pfandbriefe
transferred to lender € 0.00 (0)
and registered public sector
Pfandbriefe € 116593697.27 (342 406)
2. Liabilities to customers
a) issued registered mortgage Pfandbriefe 785988 168.71 360524
b) issued registered public sector Pfandbriefe 9094 930901.78 9838051
c) Savings deposits
ca) with an agreed notice period
more than three months 1453841 015.29 1369 325
cb) with an agreed notice period
more than three months 71097 052.64 1524938 067.93 332392
d) Otherliabilities 28740 126 000.90 25209433
40145983 139.32 37109725
of which:
Due on demand € 12253684 041.17 (12248 847)
ensuring loans taken up
registered mortgage Pfandbriefe
transferred to lender € 0.00 (V)]
and registered public sector
Pfandbriefe € 0.00 (0)
3. Securitised liabilities
a) Issued debt securities
aa) mortgage Pfandbriefe 2216446 992.59 1742124
ab) public sector Pfandbriefe 7694 012 964.09 8575029
ac) other debentures 14318340977.18 24228 800933.86 21886320
b) Othersecuritised liabilities 399197 104.36 418 855
24 627 998 038.22 32622328
of which:
money-market instruments € 316177807.62 (234 653)
3a. Trading portfolio 5927076 458.58 2295562
4. Liabilities held in trust 4450467 308.71 4542 444
of which:loans on a trust basis _ € 4450467308.71 (4542 444)
5. Otherliabilities 2608 316195.77 1483913
Amount carried forward 118118938390.93 118886361
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Balance Sheet NORD/LB Bank as at 31 December 2014 Liabilities
31Dec.2013
€ € € €000
Amount carried forward 118118938390.93 118886361
6. Deferred income
a) from new issue and lending business 462 514 805.79 521201
b) other 340917 211.53 406 737
803 432 017.32 927938
7. Provisions
a) Provisions for pensions and similar obligations 960 121 165.05 828704
b) Tax provisions 75230684.84 105260
c) Other provisions 457 060 732.80 418010
1492 412 582.69 1351974
8. Subordinated liabilities 2817572 575.53 2667538
9. Participatory capital 95 000 000.00 115000
of which: there of falling due
in less than two years € 95 000 000.00 (55 000)
10. Funds for general banking risks 912 632 805.66 927633
of which:
special item for general banking risks
in accordance with § 340e, para. 4
of the German Commercial Code € 60 000 000.00 (75 000)
11. Equity
a) Subscribed capital
aa) Share capital 1607 257 810.00 1607 258
ab) Capital contribution as per § 15 para. 1 State treaty 0.00 0
ac) Other Capital contributions 797 063 092.13 2404320902.13 896 270
b) Capital reserves
ba) Contribution as per § 15 para. 1 State treaty 0.00 0
bb) Otherreserves 3324313451.76 3324313 451.76 3324314
c) Retained earnings 702 546 457.02 692571
d) Profit shown on the balance sheet after appropriation
to or transfer from reserves 350967 859.15 223228
6782 148 670.06 6743 641
Total liabilities 131022137 042.19 131620085
1. Contingentliabilities
a) Contingent liabilities under rediscounted
bills of exchange 0.00 0
b) Liabilities from guarantees and
other indemnity agreements 6074 431 662.69 5288696
c) Liabilities from assets pledged as collateral
for third-party liabilities 0.00 0
6074 431 662.69 5288696
2. Other obligations
a) Repurchase obligations from non-genuine
partial repurchase agreements 0.00 0
b) Placement and underwriting obligations 0.00 0
c) Irrevocable credit commitments 6858588512.16 8229815
6858 588512.16 8229815
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Norddeutsche Landesbank Girozentrale

2013
€ € € €000
1. Interestincome from
a) Lending and money market transactions 2473983 628.50 2663020
b) Fixed-income and book entry securities 485 448 623.35 521134
c¢) Currentincome from trading portfolio 888651 665.50 3848083917.35 835204
2. Interest expenses 2518130677.06 2847681
1329953 240.29 1171677
3. Currentincome from
a) Shares and other non fixed-interest securities 10104 558.73 9974
b) Participating interests 12161 675.81 12284
c) Shares in affiliated companies 33108 149.33 40088
55374 383.87 62 346
4. Income from profit pooling, profit transfer
and partial profit transfer agreements 35734 010.07 64137
5. Commission income 234223615.93 203971
6. Commission expenses 95843 575.87 121059
138 380 040.06 82912
Net income deriving from trading business 16186 072.34 160 736
Other operating income 105 755 621.83 124199
General administrative expenses
a) Staffexpenses
aa) Wages and salaries 301034 715.75 298106
ab) Social security contributions and expenses for
pension provision and other employee benefits 160681 714.80 461 716 430.55 81878
of which:
for pensions € 6139814.26 (35711)
b) Other administrative expenses 353 581 364.65 358902
815297 795.20 738 886
10. Depreciations and write-downs of intangible assets 37002 163.84 36018
11. Other operating expenses 170228 964.78 161424
12. Write-downs of and value adjustments
to claims and certain securities and allocations
to loan loss provisions 472 356 212.31 473191
Amount carried forward 186 498 232.33 256488
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Income Statement for the reporting period from 1 January 2014 to 31 December 2014

2013
€ € €000
Amount carried forward 186 498 232.33 256 488
13. Earnings from write-ups to claims and
certain securities and allocations
to loan loss provisionsren 98 821919.16 9257
14. Expenses on assumption of losses 27 660 569.94 7 845
15. Profit on ordinary activities 257 659 581.55 257900
16. Extraordinary income 0.00 0
17. Extraordinary expenses 54332 126.66 46 546
18. Extraordinary result -54332126.66 —-46 546
19. Refund from income taxes -8094763.61 -6766
20. Refund from other taxes not show underitem 11 3916997.68 -7138
4177 765.93 -13904
21. Income from profit pooling, profit transfer
and partial profit transfer agreements 69 790 564.67 70630
22. Annual profit 137 714 656.15 154628
23. Earnings brought forward from the previous year 213253 203.00 68 600
24. Profit 350967 859.15 223228
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I. Disclosures concerning the Accounting Policies
and Principles for Currency Translation

(Previous year figures for the 2014 accounting period or as at 31 December 2013

are shown in brackets.)

Principles for the Preparation

of the Annual Financial Statements

The annual financial statements of Norddeutsche
Landesbank Girozentrale Hannover, Braunschweig,
Magdeburg, (NORD/LB) as at 31 December 2014
were prepared in accordance with the regulations
of the German Commercial Code (Handelsbesetz-
buch, HGB), the German Accounting Regulation
for Credit and Financial Services Institutions
(Kreditinstituts-Rechnungslegungsverordnung,
RechKredV) and the Covered Bond Act (Pfandbrief-
gesetz, PfandBG).

The layout of the balance sheet and the income
statement is based on the RechKredV.

The balance sheet has been prepared in accord-
ance with § 268 para. 1 of the German Commercial
Code taking into account partial appropriation of

the annual profit.

In 2012, against the background of the European
Banking Authority’s (EBA) tighter requirements
concerning minimum Tier 1 common capital ratio
for banks and the future Basel III requirements,
NORD/LB agreed a capital-boosting programme
with its owners. In order for the capital measures to
be implemented in 2012, the measures needed to
be reviewed and approved by the EU Commission
on the basis of a restructuring plan submitted by
NORD/LB. One of these measures concerned a
guarantee provided by the states of Lower Saxony
and Saxony-Anhalt for the mezzanine tranch of
a credit portfolio of NORD/LB brought into a securi-
tisation structure. This guarantee was terminated
early by NORD/LB with the effect of 30 June 2014.
The expenses for this are reported in the expenses

for public guarantees related to reorganisation.

Taking into account the new Capital Requirements
Regulation applicable in the European Union since
the start of 2014, individual components of the
capital-boosting programme from 2012 were con-
tinued in the past year (limiting of risk-weighted
assets, optimisation of the capital structure). In
order to limit risk-weighted assets, since the start
of March 2014 NORD/LB has allowed parts of a
credit portfolio to be guaranteed by private inves-
tors. Compared to the guarantee provided by the
states of Lower Saxony and Saxony-Anhalt that
was terminated in 2014, this guarantee provided
by private investors for NORD/LB is more efficient
at providing regulatory capital relief. The premium
paid for this is reported under commission

expenses.

Further commitments by NORD/LB in connection
with the reorganisation plan continued to have
an effect in 2014. These include in particular
an efficiency-improvement programme, for which
costs were again incurred in 2014 and which are

reported under reorganisation expenses.

Accounting Policies — Trading Portfolio

Financial instruments in the trading portfolio are
valued in accordance with § 340e para. 3 clause 1
of the German Commercial Code at fair value less
arisk premium. The change in fair value compared
to the previous balance sheet date or compared
to the acquisition cost, the valuation result, is
recorded under the item net income or net
expenses of the trading portfolio. Expenses relat-
ing to the allocation to the special item in accord-
ance with § 340e para. 4 of the German Commer-
cial Code are not reported under net income or net
expenses of the trading portfolio, but under the
item “expenses relating to the allocation to the
funds for general banking risks”. As regards the
calculation of the fair values, the chapter “Calcula-

tion of fair values” is referred to.



The current interest income and expenses relating
to trading transactions are shown under interest
income. Dividend income from trading transac-
tions is recorded under the item “current income

from shares and othervariable-yield securities”.

As there is currently no difference in terms of bal-
ance between the trading portfolio reported in the
balance sheet and the regulatory trading book,
NORD/LB has used the Value-at-Risk (VaR) calcu-
lated for regulatory purposes directly as a risk
premium in terms of § 340e para. 3 clause 1 of the
German Commercial Code, i.e. it has deducted the
VaR value calculated for regulatory purposes from
trading assets. The method used to calculate the

VaR is the historical simulation method.

The VaR parameters used in accordance with bank-
ing regulations, and which are therefore also rele-
vant for reporting in accordance with commercial

law, are:

¢ Use of a correlated VaR for the following risk
types:
- General interest rate risk
— Specific interest rate risk (issuer-specific
credit spread risk, no risk of default),
— Currency risk
— Share-price risk
— Option-price risk
¢ Confidence level: 99 per cent;
¢ Holding period: 10 days;
¢ Monitoring period: 1 year

The average rate is used for the valuation of the
trading portfolio. The effects of the inclusion of
counterparty-specific default risks for OTC deriva-
tives are also reported. The bank also uses OIS dis-
counting for the valuation of secured OTC deriva-
tives where OIS discounting has developed at the

current market standard.

Notes Disclosures concerning the Accounting Policies and Principles for Currency Translation

Accounting Policies — Non-Trading Portfolio
(Banking Book)
The cash reserve is reported at nominal value.

Loans and advances to customers and banks are
reported at nominal value or at acquisition cost. If
there are differences between the nominal values
and the amounts paid out for mortgage loans and
other loans and advances which are of an interest
nature, the items are reported at nominal value in
accordance with § 340e para. 2 of the German
Commercial Code. The differences are reported
under prepaid expenses and are liquidated in a

scheduled write-back.

Sufficient consideration is given to identifiable
risks in lending business by making specific valua-
tion allowances and loan loss provisions. The
provisions for country risks were calculated based
on principles which have not changed. Appropri-
ate lumpsum loan loss provisions have been made
for other general credit risks. Lumpsum loan loss
provisions are still calculated in accordance with
the communiqués of the BFA 1/1990 and the BMF
Circular of 10 January 1994.

Securities in the liquidity reserve are valued in
accordance with the strict lower-of-cost-or-market
principle. Securities in fixed assets are valued at
acquisition cost in accordance with the mitigated
lower-of-cost-or-market principle provided that
they are not the subject of a likely permanent loss

in value.

Structured products are broken down into their
components (basic instrument and embedded
derivatives) in accordance with IDW RS HFA 22 and
reported separately. The relevant accounting meth-
ods are applied for the components. The separate
derivatives are considered in the loss-free valua-
tion of the banking book or included in valuation
units. Structured products that are valued at fair
value or in accordance with the strict lower-of-cost-

or-market principle are not reported separately.
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Option premiums and future-margin payments
relating to transactions not yet due and pro-rata
interest relating to interest rate swap transactions
are reported under other assets or other liabilities;
amounts relating to interest rate caps which have
not yet been amortised and up-front amounts
relating to interest rate swap transactions are

included under prepaid expenses.

Credit default swaps (CDS) where the bank is the
provider of security are treated in the balance
sheet using the same procedure as for contingent
assets and liabilities relating to sureties and guar-
antees. If it is expected that a CDS will be used,
a provision is made. Earnings components relating
to CDS where the bank is the provider of security
are reported under commission income. If CDS
were transacted to hedge securities (the bank is the
provider of security), the hedge effect of the CDS
is considered when assessing the write-down
requirement for the security. The risk of a doubtful
credit rating for the provider of security (the coun-
terparty in the CDS contract) is to be considered
separately; this is done using the same procedure
as for a guarantee. Earnings components relating
to CDS where the bank is the recipient of security

are reported under interest income.

In cases in which risks from the non-trading port-
folio are transferred to the trading portfolio,
internal transactions are, like external transac-
tions, considered under commercial law in accord-

ance with the deputisation principle.

Investments and shares in affiliated companies
are reported at acquisition cost or at the lower fair
value in the case of permanent impairment. If the
reasons for unscheduled depreciation no longer
exist, the value is written up to no more than the

acquisition cost.

Property, plant and equipment are reported at
acquisition cost and, if they have a finite useful life,
are subject to scheduled depreciation. The useful
life is based on the tax options. There was an
unscheduled depreciation in accordance with
§253 para. 3 clause 3 of the German Commercial

Code in the year under review of € 48 million.

Fixed assets with an acquisition cost of between
€150 and € 1,000 are capitalised under a collective
item and depreciated at a flat rate of 20 per cent per
annum over five years. Low-value fixed assets with
an acquisition cost of up to € 150 are written off

completely in the year of acquisition.

NORD/LB has made use of the option in accordance
with § 248 para. 2 of the German Commercial Code
and reported self-made intangible fixed assets.
Here the external costs incurred during the devel-
opment phase and internal development services
are recognised. The useful life of self-made soft-

ware is set at five years.

Where it is likely that a permanent loss in value
has occurred, NORD/LB reduces the value with
unscheduled depreciation. If the reasons for this
no longer exist, the value is written up to no more

than the amortised cost.

Liabilities to customers and banks are reported at
their settlement values. The differences between
borrowing and repayment amounts of an interest
nature are reported under prepaid expenses and

are liquidated according to schedule.

Zero bonds are reported at their market price when
issued plus a mark-up for interest in line with the
yield on the acquisition price.

Provisions are valued at the necessary settlement
value based on reasonable commercial assess-
ment. Provisions with a term of more than one year
are discounted using the average market interest
rate relevant for the residual term calculated
and published by the Deutsche Bundesbank
in accordance with the Provisions Discounting
Regulation (Riickstellungsabzinsungsverordnung,
RiickAbzinsV). Income and expenses from the
discounting of provisions are reported under

other operating income and expenses.

The bank makes use of the option to offset
expenses and income in accordance with § 340 f

para. 3 of the German Commercial Code.



Calculation of Fair Values

Fair values have to be calculated on the one hand
for accounting purposes (valuation of derivative
and non-derivative financial instruments in the
trading portfolio at fair value) and on the other
hand for disclosure purposes (disclosure of the fair
value for derivative financial instruments in the
asset portfolio). For both purposes the fair values

are calculated in the same way as follows.

For financial instruments traded on an active
market the fair value corresponds directly to the
stock-exchange or market price, i.e. in this case no

adjustments or present value calculations are

Notes Disclosures concerning the Accounting Policies and Principles for Currency Translation

made to calculate the fair value. If publicly-listed
stock-exchange prices are available, these are used;
otherwise other price sources are used (e.g. prices
quoted by market makers). Examples of financial
instruments traded on an active market at
NORD/LB are securities, options and futures traded

on the stock exchange.

In all other cases the fair value is calculated using
generally accepted valuation methods. The gener-
ally accepted valuation methods used by NORD/LB
include in the area of derivative and non-deriva-

tive trading transactions the following methods:

Valuation method Application Significant input parameters
Discounted Cashflow Mliquid interest-bearing Securities Swap curves, Credit rating information
Method Credit Default Swaps Swap curves, credit-spreads and where applicable

credit rating information

Interest-rate swaps, FRAs

Swap curves

Securities forward contracts

Contract data, specific -securities forward prices,
swap curves

Interest-rate currency swaps,
Forward exchange contracts

Swap curves in the currencies exchanged,
basic swap spreads, exchange rate

transactions
Hull & White Model Bermudan swaptions Volatility of the underlying market price, risk-free
for Options interest rate, swap rate, mean reversion
Black-Scholes Model FX options Exchange rates volatility of the underlying market

price, risk-free interest rate for both currencies

OTC share options (European)

Volatility of the underlying market price, risk-free
interest rate, underlying (share), dividends

Barone-Adesi,
Whaley-Modell

OTC share options (American)

Volatility of the underlying market price, risk-free
interest rate, underlying (share), dividends

Black-76 Model

Caps and floors Swaptions
Bond options

Exchange rates volatility of the underlying
market price, risk-free interest rate

CVA/DVA Add-On
Method

All derivatives

Internal ratings, swap curves
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Notes Disclosures concerning the Accounting Policies and Principles for Currency Translation

The significant input parameters were reliably
established for all of the trading transactions
valued using the above-mentioned valuation
methods; there were no cases at NORD/LB where it

was not possible to calculate the fair value.

Accounting of Securities Lending

NORD/LB assigns the beneficial ownership in secu-
rities lending to the lender. The consequence of
this is that lent securities remain in the balance
sheet of NORD/LB and are valued in accordance
with the valuation rules of the respective security
category (they often concern securities in the
trading portfolio). If NORD/LB borrows securities,
the securities are not reported by NORD/LB as the

economic benefit has not been assigned to it.

Pension Obligations

NORD/LB’s pension obligations have been valued
in accordance with the projected unit credit
method since the German Accounting Law
Modernisation Act (Bilanzrechtsmodernisierungs-
gesetz, BilMoG) came into effect. Using this method
current pensions as at the balance sheet date and
the part apportioned to the period of employment
served to date, the defined benefit obligation, are
valued. Increases which are expected in the future
due to increases in salary or pension adjustments
which are apportionable here are also considered.
The defined benefit obligation is calculated by the
expected future benefit (the settlement value in
terms of § 253 para. 1 clause 2 of the German Com-

mercial Code) being discounted in accordance with

§ 253 para. 2 of the German Commercial Code with
the average market interest rate for the previous
seven years. In the process the simplification rule
in accordance with § 253 para. 2 clause 2 of the
German Commercial Code is used and the interest
rate is set at a flat rate for a remaining term of

15 years.

As at 1 January 2014 the present value of pension
obligations in accordance with the German
Accounting Law Modernisation Act (BilMoG) was €
1,043.275 million. The difference resulting from
the change in the valuation of pension obligations
in accordance with the German Accounting Law
Modernisation Act (BilMoG) as at 1 January 2010
totals € 301.921 million for the registered public
institute. Using the simplification rule in accord-
ance with art. 67 para. 1 clause 1 Introductory Act
of the German Commercial Code (EGHGB), the allo-
cation will be spread over 15 years. The value in
2014, after taking into account repayments, was
€ 18.746 million and was shown under extraordi-
nary expenses. The first-time effect for the New
York branch, however, was already recognised
in full through profit orloss in 2010. The provision
as at 31 December 2014 was € 960.121 million,
whereby an obligation of € 196.258 million is not

shown in the balance sheet.

When calculating the pension obligations the
following assumptions were used for the bank in

Germany:

31 Dec.2014 31 Dec.2013
Interest rate 4.54% 4.88%
Salary increases 2.00% 2.00%
Pension increases 2.75%/2.87%/1.00 % 2.75%/2.87%/1.00 %
Fluctuation 3.00% 3.00%

NORD/LB’s pension obligation was valued based
on the “Richttafeln 2005 G” mortality tables pub-
lished by Dr. Klaus Heubeck.

For the branch in New York, the bank has offset the
cover assets against the related pension obliga-

tions in accordance with § 246 para. 2 of the Ger-

man Commercial Code (new version). The settle-
ment value of the pension obligation (converted
into euros) as at the balance sheet date was € 4.883
million. This is seen alongside the fair value of the
cover assets as at 31 December 2014 in the amount
of € 3.738 million. Acquisition costs total € 2.443

million.



The allocation to the pension obligation for 2014
was € 213 thousand. This is seen alongside income
generated from the cover assets in the amount of
€ 422 thousand.

For the indirect pension obligations of the London
branch there was a shortfall as at 31 December
2014 of € 4.506 million.

Based on a service agreement, the employees of
NORD/LB have the option of placing the credit
balance of time credits and deferred remuneration
in long-term working time credit accounts which

are invested in a special fund by a trustee.

This is a securities-linked commitment, so that in
accordance with § 253 para. 1 of the German Com-
mercial Code the relevant provision is to be set in
the amount of the fair value of the fund assets and

netted with the cover assets.

Asat 31 December 2014 the fairvalue of the special
fund is € 5.3 million against an acquisition cost of
€ 5.3 million.

The expenses and income from the cover assets
and the corresponding provisions are offset under

other operating profit/loss.

Currency Translation

The currency translation takes place in the
non-trading portfolio in accordance with the prin-
ciples of § 256a in conjunction with § 340h of the
German Commercial Code (“special cover”) and
the statement made by the “Bankenfachaus-
schuss” (Banking Committee) of the “Institut der
Wirtschaftspriifer” (Institute of Public Auditors in
Germany) (IDW RS BFA 4), as the bank controls
currency risk via separate currency positions and
carries the individual currency items in the cur-
rency positions. The special cover comprises all
assets, liabilities and pending transactions which
are not allocated to the trading portfolio, are finan-

cial instruments and are in a foreign currency.

Notes Disclosures concerning the Accounting Policies and Principles for Currency Translation

The assets and liabilities and the valuation of
forward foreign exchange transactions and spot
exchange transactions which have not yet been
completed are translated using the average spot
exchange rate (ECB reference exchange rate) or
rates from other reliable sources on the balance
sheet date.

For futures transactions in the non-trading port-
folio, the pro-rata, swap mark-ups/mark-downs
which have not yet been amortised are valued at
the current swap rates for the remaining term of

the transactions.

The results from the valuation of the remaining
positions are added by currency; losses are
deducted. Any remaining positive results, such as
unrealised profits from open items, are not consid-

ered.

For financial instruments in the trading portfolio
the currency translation takes place in accordance
with the relevant accounting policies. The results
of the currency translations are reported under the
itemn net income or net expenses of the trading

portfolio.

Overall the value of NORD/LB’s assets and
liabilities in foreign currencies totals € 43,685.3
million (€ 41,043.1 million) and € 41,968.4 mil-
lion (€ 41,119.9 million) respectively.
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Notes Disclosures concerning the Accounting Policies and Principles for Currency Translation

Formation and Accounting of Valuation Units
At NORD/LB in the following cases economic
hedging relationships are shown in the balance

sheet by forming valuation units:

e Individual-transaction-specific interest hedges
of fixed-interest securities in the liquidity
reserve with interest rate swaps (€ 1,065.264

million; previous year € 831.768 million);

¢ Individual-transaction-specific hedges of the
underlying share-price or currency-exchange-
rate risks of certain structured issues with
share-price or currency-exchange-rate-specific
derivatives (€ 347.562 million; previous year:
€ 313,047 million);

e Individual-transaction-specific hedge of the
currency risk of the highly likely repayment of
a hybrid capital bond issued in USD with a cur-
rency swap (€ 411.828 million; previous year:
€362.555 million);

e Individual-transaction-specific passing on of
inflation risk hedged against customers to
the market (€ 145.957 million; previous year:
€ 142,679 million).

In addition to the above-mentioned hedging rela-
tionships shown as valuation units, there are the
following economic hedging relationships which
are not shown in the balance sheet by forming

valuation units, but by the measures below:

e Currency hedges in the banking book. The
economic hedging relationship is presented in
the balance sheet by the translation of the for-
eign-currency assets, foreign-currency liabili-
ties and pending currency transactions in
accordance with § 256a in conjunction with
§340h of the German Commercial Code.

¢ Hedging of general interest rate riskin the bank-
ing book within the scope of asset/liability man-
agement (Overall Bank Management). The eco-
nomic control relationship is taken into account
when assessing whether the requirements for
loss-free valuation in the banking book have
been complied with by considering all of the
interest-bearing banking book assets and liabil-
ities and all interest derivatives in the banking
book.

¢ Hedging of the default risk relating to banking
book assets with CDS contracts. The economic
hedging relationship is presented in the bal-
ance sheet by the hedge effect of the CDS con-
tracts being considered in the calculation of the
revaluation requirement for the hedged assets

like a loan security.

Where valuation units are formed, at NORD/LB the
net hedge presentation method is used.

Loss-free Valuation of Interest-rate-based
Transactions in the Banking Book

(Interest Book)

Interest-rate-based financial instruments in the
banking book (interest book) are subject to a loss-
free valuation in accordance with IDW RS BFA 3. If
the value of the payment obligation from the inter-
est-bearing transaction is greater than the value of
the counterperformance, a provision for antici-
pated loss in the amount of the net liability is to be

made.

In the present value approach, NORD/LB compares
the cash flows, discounted as at the balance sheet
date, of all on-balance-sheet and off-balance-sheet
interest-rate-based financial instruments not in
the trading portfolio with their carrying amounts
taking into account the expected refinancing, risk
and administrative expenses. As at the balance

sheet date there is no net liability.



The notes below concerning the individual items of the balance sheet and income statement appear in

Notes Disclosures and Notes to the Balance Sheet and Income Statement

Disclosures and Notes to the Balance Sheet and Income Statement

the order that the items are reported:

Notes to the Balance Sheet Assets
(in € 000) 31Dec.2014 31Dec.2013
2. Claims on banks
with a residual term of
Due on demand 3828852 4173057
less than 3 months 5020662 6233983
more than 3 months but less than 1 year 4119734 3205188
more than 1 yearless than 5 years 5363735 7479 240
more than 5 years 5933330 5638 585
Balance sheet value 24266313 26730053
of which
Claims on affiliated companies 5131771 6081 251
Claims on companies in which an equity investment exists 344421 861 844
Subordinated receivables 685 695 873395
Used to cover old stock 471723 905 431
The full amount of receivables from banks includes:
Claims on affiliated savings banks 5608 943 6499 249
3. Claims on customers
with a residual term of
less than 3 months 5288 860 5613257
more than 3 months but less than 1 year 3101170 4637843
more than 1 yearless than 5 years 15762341 15490935
more than 5 years 33952908 33204736
Balance sheet value 58105279 58946 771
of which
Claims on affiliated companies 598175 686 667
Claims on companies in which an equity investment exists 335999 251191
Subordinated receivables 38393 20042
Used to cover old stock 1914159 2986519
With an indefinite term 1849875 1725559
4. Debtsecurities and other fixed-interest securities
a) Money-market instruments
aa) Issued by public sector issuers
Balance sheet value 12753 6 025
of which
due in the following year 12753 6025
marketable and unlisted money-market instruments 12753 6025
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Assets

(in € 000) 31 Dec.2014 31 Dec.2013

ab) Issued by otherissuers

Balance sheet value 12355 10878
of which

due in the following year 12355 10878
marketable and listed money-market instruments - 10878

b) Bonds and debt securities

ba) Issued by public sector issuers

Balance sheet value 8588013 8716025
of which

due in the following year 2254401 1369817
marketable and listed money-market instruments 8546 400 8676 004
marketable and unlisted money-market instruments 41613 40022
Used to cover old stock 448 150 395378

bb) Issued by otherissuers

Balance sheet value 17 031 302 16 293 446
of which

due in the following year 6648 006 2756390
marketable and listed money-market instruments 16305371 15524 896
marketable and unlisted money-market instruments 725931 768772
Affiliated company securities 2860428 2582616
Subordinated debt securities 495399 665908

c) Debtsecurities, issued by the institution itself

Balance sheet value 217 255 385994
of which

due in the following year 134722 137561
marketable and listed money-market instruments 217 255 385994

5. Shares and other non fixed-interest securities

Balance sheet value 1249 697 1208 606
of which
marketable and listed shares and other non fixed-interest securities 291 1460

5a. Trading portfolio

Balance sheet value 11515 629 8827061
of which

Derivative financial instruments 5941423 2380065
Claims 2222255 2437830
Debt securities and other fixed-interest securities 3206527 3872995
Shares and other non fixed-interest securities 152783 139505

Risk discount 7 359 3333
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Assets

(in € 000) 31 Dec.2014 31Dec.2013

6. Participations

Balance sheet value 138 628 94780
of which
Marketable unlisted shares 10836 10836

The equity holding is shown in III. Paragraph 9

7. Investments in affiliated companies

Balance sheet value 1967 565 1952 346
of which
Marketable unlisted shares 1055373 1003 391

The equity holding is shown in III. Paragraph 9

8. Assets held in trust

Balance sheet value 4450 467 4542 444
of which

Claims on banks 596313 526018
Claims on customers 3854154 4016426

9. Intangible assets

Balance sheet value 95180 82811
of which
internally generated software 52048 50231

Creation of software implementation expenses incurred in the amount of € 15.4 million (€ 7.0 million)
in the reporting year 2014. Research expenses are not incurred.

10. Tangible assets

Balance sheet value 203958 218858

of which

Own used land and buildings 165 799 170299

Operating and office equipment 38159 48 559
12. Other assets

Balance sheet value 1453234 1432221

of which

The following are reported as significant items:

Option premiums and margins 713269 612077

Interest and interest due from interest-rate swaps 555216 735142

Reported assets on interim accounts 99 565 18595

Claims against fiscal authorities 43920 42797

Balancing item from currency valuation 20048 -

Pro rata interest claims from flat-traded securities of the trading portfolio 12343 14234
13. Deferred expenses and accrued income

Balance sheet value 937 266 1123287

of which

deferred premiums in accordance with § 340e Paragraph 2 HGB 318686 358061

discounts and maturing premiums 71 296 91577
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Assets

The table below shows the changes to fixed assets:

Aquisition/ Additions Disposals Accu- Balance Balance Deprecia-
manufac- mulative  sheetvalue sheetvalue tion for the
turing cost depreciation account-
(in € 000) 31Dec.2014 31 Dec.2013 ing-period
Intangible assets 183333 29215 8 117360 95180 82811 16774
Tangible assets 475 296 9293 15981 264 650 203958 218858 20227
Change?
Participating
interests 43848 138628 94780
Investments
in affiliated
companies 15219 1967 565 1952 346
Securities
in fixed assets -1302039 9509243 10811282
of which:
Bonds and debt
securities -1178655 9509243 10687897
Shares -123384 - 123384

U The possibility of a summary according to § 34, para. 3 RechKredV was used.
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Liabilities
(in € 000) 31 Dec.2014 31 Dec.2013
1. Liabilities to banks
a) Due ondemand
Balance sheet value 5984 539 5111391
of which
Liabilities to affiliated companies 176 356 111978
b) With an agreed term or notice period
of which with a residual term of
less than 3 months 17 066 567 18517 190
more than 3 months but less than 1 year 4506 169 2565580
more than 1 year but less than 5 years 4226536 5157 624
more than 5 years 8575 286 9480 604
Balance sheet value 34374558 35720998
of which
Liabilities to affiliated companies 339379 356944
Liabilities to companies in which an equity investment exists 306 824 320093
Assets pledged as collateral 14685 728 16 800 243
The full amount of bank loans and overdrafts includes:
Liabilities to affiliated savings banks 2739273 3078949
2. Liabilities to customers
a) Savings deposits
aa) with an agreed notice period of three months
Balance sheet value 1453 841 1369 325
ab) Savings deposits with an agreed notice period
of more than three months
of which with a residual term of
less than 3 months 42759 39716
more than 3 months but less than 1 year 10083 238139
more than 1 year but less than 5 years 16 893 54346
more than 5 years 1362 191
Balance sheet value 71097 332392

U Collateral has been provided for borrowing undertaken within the scope of genuine repos. Collateral has also been provided for refinancing funds

for specific purposes and open market transactions to the Deutsche Bundesbank.

2 The previous year’s figure for assets assignet as collateral under liabilities to banks was adjusted.
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Liabilities
(in € 000) 31 Dec.2014 31 Dec.2013
b) Otherliabilities
ba) Due on demand
Balance sheet value 12253 684 12248 847
of which
Liabilities to affiliated companies 65 103 68831
Liabilities to companies in which an equity investment exists 151328 88095
bb) With an agreed term or notice period
of which with a residual term of
less than 3 months 8429157 4112797
more than 3 months but less than 1 year 3030639 2610038
more than 1 year but less than 5 years 3996 256 4797 545
more than 5 years 10911 309 11638781
Balance sheet value 26367 361 23159161
of which
Liabilities to affiliated companies 116 979 135371
Liabilities to companies in which an equity investment exists 313752 329462
Assets assigned as collateral 177 267 -
3. Securitised liabilities
a) Issued debt securities
Balance sheet value 24228801 32203473
of which
Due in the following year 8822723 10658 128
Liabilities to affiliated companies 1401127 3557602
Liabilities to companies in which an equity investment exists 67502 77 508
b) Other securitised liabilities
of which with a residual term of
less than 3 months 233571 154 649
more than 3 months but less than 1 year 83328 80 004
more than 1 year but less than 5 years 1648 111290
more than 5 years 80650 72912
Balance sheet value 399197 418855
3a. Trading portfolio
Balance sheet value 5927 076 2295562
of which
Derivative financial instruments 5804 870 2185602
Liabilities (for short-term securities) 122 206 109 960
4. Liabilities held in trust
Balance sheet value 4450 467 4542 444
of which
Liabilities to banks ! 1599613 1605103
Liabilities to customers 2850854 2937341

U Including the equity of Investitionsbank Sachsen-Anhalt in the amount of € 150.9 million.
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Liabilities

(in € 000) 31 Dec.2014 31Dec.2013

5. Otherliabilities

Balance sheet value 2608 316 1483913

of which

reported as significant items:

Balancing item from currency valuation 1609 136 340 608

Countervalues for outstanding securities purchases 457 275 526299

Interest payable and accrued interest from swaps 364177 410247

Interest payable from profit participation rights, subordinated liabilities

and capital contributions 113 440 113051

Outstanding items on interim accounts, not classified 36775 46 899

Trade payables 16779 31331
6. Deferredincome

Balance sheet value 803 432 927 938

of which

Separation of premiums from issuing and loan business 421937 472 667

deferred discounts in accordance with § 340e Paragraph 2 HGB 40887 47 630

7. Provisions
NORD/LB forms provisions for pensions and similar duties, tax provisions and other provisions for uncertain
liabilities.

Basically the following items are shown under other provisions:

Provisions for uncertain liabilities

Staff expenses — other 187 166 179318

Risks from lending business 84762 77 309

Staff expenses - reorganisation provisions

(efficiency improvement programme) 73098 46 088

Legal risks 36400 24348

Other 75635 90947
457 061 418010

8. Subordinated liabilities

Balance sheet value 2817573 2667538

of which V

due within two years in accordance with the German Banking Act - 1190968

due within five years in accordance with the CRR 1410245 -

NORD/LB’s expenses for subordinated liabilities were € 143.698 million (€ 123.767 million).
The following subordinated liabilities exceed 10 % of the total amount:

Currency amount Interestrate Due on
€580 million 5.75 % p.a. 1 Dec. 2015
€350 million 6.00 % p.a. 29 Jun. 2020
500 million USD 6.25 % p.a. 10 Apr. 2024

An early repayment obligation only exists if a change in taxation results in additional payments to the transferee.
The subordination conditions for these funds are in accordance with the German Banking Act.
The conversion of these funds into capital or any other form of debt has not been agreed and is not planned.

U The difference is due to the the different legal regulations that applied in financial years 2013 and 2014 for calculating regulatory capital.
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Liabilities

(in € 000) 31Dec.2014 31 Dec.2013

10.

Participatory capital

Balance sheet value 95 000 115 000

of which ?

due within two years in accordance with the German Banking Act - 55000

due within five years in accordance with the CRR 95 000 -

With the exception of those capital components which have a maturity of less than two years, the other tranches of
the participatory capital issued by NORD/LB meet in full the conditions of § 10 para. 5 of the German Banking Act
and are therefore to be allowed for.

11.

Equity

The balance sheet profit includes the profit carried forward from the previous year in the amount of

+€ 213,253,203.00.

Of the silent participations in NORD/LB’s portfolio which are reported in the balance sheet under other capital
contributions, as at 31 December 2014 participations in the nominal amount of € 0.0 million have been cancelled.

As part of the scope of the capital-boosting measures, NORD/LB acquired capital notes in the amount of € 400 mil-
lion held indirectly by the state of Lower Saxony in 2012. These securities were issued by special purpose entities
in order to refinance silent participations at NORD/LB. In 2013 capital notes purchased in 2013 by NORD/LB were
recalled and repaid by the special purpose entities Fiirstenberg Capital Erste GmbH and Fiirstenberg Capital II
GmbH. At the same time silent participations held by the two special purpose entities were cancelled in the same
amount.

NORD/LB continued this procedure in the year under review. For this purpose, of the capital notes remaining in
2013, further securities in the amount of € 92.2 million were purchased by way of a tender and paid backin 2014.
In the previous year these capital notes were reported on the assets side under debt securities. The silent participa-
tions in NORD/LB held by the special purpose entities based in Firstenberg were equally reduced.

Beforehand NORD/LB had taken on subordinated liabilities in the amount of € 300 million in 2013 in order to
implement a banking regulatory requirement; it had to ensure that it had adequate replacement capital in accord-
ance with regulatory law for the silent participations lost due to the purchase of the capital notes.

Contingent liabilities

Under contingent liabilities there are as at 31 December 2014 nine significant liabilities relating to sureties

and guarantees. The individual values range from € 53.9 million to € 149.8 million.

NORD/LB’s maximum liability to customers from guarantees is € 4,177.4 million and from letters of credit € 185.7
million.

Therisk of the contingent liabilities being used is considered to be low as the liabilities are arranged and monitored
on a credit-related basis. A risk provisioning in the amount of € 57.1 million (€ 50.0 million) has been allocated.

Other obligations

Irrevocable credit commitments in 2014 are broken down as follows:
- Commercial enterprises 6,226,073

— Private persons 310,042

— Banks 220,532

— Public authorities 101,942

Based on credit rating analyses that have been conducted, it is largely expected that the borrowers will meet their
obligations. Risks may arise from a drop in the customers’ credit ratings, for which an appropriate provision has
been made. The provision is € 23.7 million (€ 6.7 million).

Hard Comfort Letters

NORD/LB ensures that the following companies are able to meet their obligations:
- Deutsche Hypothekenbank (Actien-Gesellschaft), Hanover,

— Nieba GmbH, Hanover,

— Norddeutsche Landesbank Luxembourg S. A., Luxembourg-Findel/Luxembourg,
— NORD/LB Asset Management Holding GmbH, Hanover,

— NORD/LB COVERED FINANCE BANK S. A., Luxembourg-Findel/Luxembourg,

— Skandifinanz AG, Zurich/Switzerland.

D The difference is due to the the different legal regulations that applied in financial years 2013 and 2014 for calculating regulatory capital.



Notes to the Income Statement

Notes Disclosures and Notes to the Balance Sheet and Income Statement

The total balance of the income statement items 1, 3, 5, 7 and 8 is spread across the following regions:

Federal Republic Europe (excl.of  North America Asia Total

of Germany Federal Republic

(in € 000) of Germany)
1. Net interest income 3561789 90968 101986 93341 3848084
(3713362) (93 200) (117 270) (95526) (4019 358)
3. Current income 55374 0 0 0 55374
(62 346) 0) 0) (0] (62 346)
5. Net commision income 182934 12036 28310 10944 234224
(162 847) (14 447) (21916) (4761) (203971)
7. Net profit of trading 20764 260 -7004 2166 16 186
portfolio (159 606) (-196) (1629) (-=303) (160 736)
8.0Other operating income 103238 1625 541 352 105756
(123547) (234) (207) (212) (124 200)
Income statement items 3924099 104 889 123833 106 803 4259624
(4221 708) (107 685) (141 022) (100 196) (4570611)
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(in € 000) 2014 2013
7. Netprofit/loss of trading portfolio
The following are reported as material items:
Net income from securities 156 750 -
Net expediture from securities - 59391
Netincome from loans 161 061 -
Net expediture from loans - 42240
Net income from derivatives - 240186
Net expediture from derivatives -328130 -
Income from the change in value at risk reduction - 4833
Expense from the change in the Value at Risk deduction -4026 -

The net result therefore includes an amount of € 15 million from the reversal of the special item in accordance

with § 340e para. 4 clause 2 no. 4 of the German Commercial Code.

8. Other operating income
The following are reported as material items:
Reversal of provisions 30172 39785
Income from repayments 23501 -
Income from the resale of hardware, software and services 13925 17 249
Income from rents 5863 4889
IT services for third parties 5106 5454
Offsetting of services with promotion institutes 4724 3349
Foreign exchange of investment book 4137 -
Profit from hedge derivatives of own issues 1490 22289
Book profits from disposal of property and equipment 743 119
Interest income from tax refunds 71 4053
Reimbursement of costs from shipping exposures 10 5753
Settlement payments - 5670

11. Other operating expenses
The following are reported as material items:
Interest expenses from the valuation of provisions 56284 54977
Price losses from redemption of promissory notes and registered bonds 55266 43085
Payments to the restructuring fund for banks 22410 27617
Expenses for the resale of hardware, software and services purchased 13906 16231
Expenses for KSN services 12151 12481
Allocation to provisions for recourse risks 5532 -
Interest expenses for payments of tax arrears 1673 208
Concession fee for BLSK 1100 1450
Expenses forlosses resulting from operational risks 502 268

18. Extraordinary expenses

Extraordinary expenses include the transition effects of the valuation of provisions in the amount of € 18.7 million
(€ 18.7 million) as a result of the implementation of the German Accounting Law Modernisation Act (BilMoG) and
reorganisation expenses in the amount of € 35.6 million (€ 27.8 million). These mainly concern employee-related
expenses for measures to reduce material costs, staff expenses and commission expenses as part of the efficien-

cy-improvement programme.




Other Financial Obligations

With regard to the security reserve for landes-
banks, NORD/LB’s maximum obligation to make
additional contributions is € 61.0 million (€ 57.9
million). In the event of a need for support these
subsequent contributions could be collected
immediately. Following the publication of the EU
Directive 2014/49/EU and the transposition into
national law in 2015, the method for calculating
the deposit protection system will change and

increase the amount of the payment obligations.

NORD/LB has further obligations to make addi-
tional contributions to the amount of € 0.0 million
(previous year € 30.5 million) in addition to extra
joint liabilities for other partners on the part of
Liquiditatskonsortialbank GmbH i.L.

NORD/LB furthermore vouches for the obligations
of the Sparkassenverband Niedersachsen (Associ-
ation of the Savings Banks of Lower Saxony) result-
ing from its membership in the Deutscher Spar-
kassen- und Giroverband (German Association of
Savings Banks and Girobanks) and the DekaBank
Deutsche Girozentrale. In addition joint liability
has been assumed for DekaBank Deutsche Giro-
zentrale with the other shareholders of this bank

within the scope of the guarantor function.

Furthermore NORD/LB is, alongside the state of
Bremen and the Sparkassenverband Nieder-
sachsen (SVN, Association of the Savings Banks of
Lower Saxony), guarantor of Bremer Landesbank
Kreditanstalt Oldenburg — Girozentrale —, Bremen,
and, together with Sparkassenverband Nieder-
sachsen (SVN) and Landesbank Berlin Holding AG,
also acts as guarantor for LBS Norddeutsche

Landesbausparkasse Berlin-Hannover.

NORD/LB has a 100 per cent holding in Deutsche
Hypothekenbank (Actien-Gesellschaft). It is obliged
to reimburse Deutscher Sparkassen- and Girover-
band e.V. as the guarantor of the security reserve
for landesbanks and giro centres all expenditure
including interest and interest lost for supporting

measures which cannot be paid from the fund

Notes Disclosures and Notes to the Balance Sheet and Income Statement

established for Deutsche Hypothekenbank in
accordance with the agreement concluded
between Deutscher Sparkassen- und Giroverband
eV. and Deutsche Hypothekenbank AG on
19 December 2008.

NORD/LB had undertaken to release the Bun-
desverband deutscher Banken e.V. (Association of
German Banks) from all losses which were a result
of the measures in accordance with § 2 paragraph
2 of the statute of the “Einlagensicherungsfond”
(deposit protection fund) for the Deutsche
Hypothekenbank (Actien-Gesellschaft). The partic-
ipation of Deutsche Hypothekenbank (Actien-Ge-
sellschaft) in the German banks’ deposit protection
fund was terminated as at 31 December 2008.
In accordance with § 6 no. 8 of the statute of the
deposit protection fund NORD/LB may still be lia-
ble for commitments previously entered into by
Deutsche Hypothekenbank (Actien-Gesellschaft).

With regard to NORD KB Beteiligungsgesellschaft
mbH and NORD KB Dachfonds II Beteiligungs-
gesellschaft mbH, NORD/LB has an obligation to
grant partnership loans totalling approximately
€ 2.9 million (€ 7.0 million).

NORDV/LB also holds an interest with other limited
partners in Immobilien Development und Beteili-
gungsgesellschaft Niedersachsen mbH IDB & Co.
Objekt Zietenterrassen KG. One limited partner
has indemnified the general partner from liability.
In the internal relationship NORD/LB assumes
50 per cent of the possible obligations from this
declaration of liability.

NORD/LB has, together with the other limited
partner Braunschweig Grund Objektgesellschaft
Driebenberg mbH & Co., indemnified the general

partner from liability.

With regard to the inclusion of the shares in
FinanzIT GmbH, the withdrawing partners
NORD/LB, Bremer Landesbank and Landesbank
Saar have committed, together with the remaining

partners of FinanzIT, to bear the risks of the com-
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pany from the time up to their withdrawal, pro-
vided they have actually occurred and are not
already covered by provisions which have already

been made.

Call-in obligations for shares and other interests
amounted to € 17.4 million at year-end (€ 12.8 mil-

lion).

In the course of normal business activities
NORD/LB has provided security in the nominal
amount of € 1,394.0 million (€ 2,138.2 million) in

the form of securities.

NORD/LB has, in order to ease the pressure on
regulatory equity, transferred part of the credit risk
of a credit portfolio defined precisely by a finance
guarantee (“Northvest”) to an external third party.
The finance guarantee will result in a financial
burden with charges in the amount of € 40 million
in 2015. In the next few years the fees will fall

steadily until the guarantee ends in 2024.

NORD/LB has concluded a framework contract
with Wincor Nixdorf International GmbH, Pader-
born, to regulate the collaboration in the area of
information technology. The contract, which bun-
dles the IT infrastructure services with one service
provider, commenced with effect of 1 July 2013
and will run to 30 June 2020. The annual costs are
volume-dependent; the value of the contract over

the entire term is approx. € 150 million.

NORD/LB has obligations from long-term rental
and lease agreements for land and buildings to
2044 in the nominal amount of € 401.5 million
(€340.9 million), € 275.0 million (€ 293.4 million)

of which towards affiliated companies.

In accordance with the Restructuring Fund
Regulation (Restrukturierungsfonds-Verordnung,
RstruktFV), NORD/LB has to pay a bank levy. On the
1 January 2015 the Commission Delegated Regula-
tion (EU) 2015/63 of the 21 October 2014 with
regard to ex ante contributions to resolution
financing arrangements entered into force. The
regulation supplements the Bank Recovery and
Resolution Directive (BRRD; Directive 2014/59/EU)

and will resultin a permanently higher bank levy.



I1l. Other Disclosures

1. Members of the Managing Board
Dr. Gunter Dunkel

(Chairman)

Dr. Johannes-Jorg Riegler
(Deputy Chairman) (until 28 February 2014)

Ulrike Brouzi

2. Members of the Supervisory Board

Peter-Jirgen Schneider (Chairman)

Finance Minister of Lower Saxony

Thomas Mang (First Deputy Chairman)

President of Sparkassenverband Niedersachsen

Jens Bullerjahn (Second Deputy Chairman)

Finance Minister of Saxony-Anhalt

Frank Berg
Chairman of the Managing Board

OstseeSparkasse Rostock

Norbert Dierkes
Chairman of the Managing Board

Sparkasse Jerichower Land

Edda Dopke
Bank employee
NORD/LB Hanover

Ralf Dorries
Senior Bank Director
NORD/LB Hanover

Dr. Elke Eller

Personnel Director, VW Commercial Vehicles,
Volkswagen AG

(since 1 July 2014)

Hans-Heinrich Hahne
Chairman of the Managing Board

Sparkasse Schaumburg

Thomas Biirkle
(since 1 January 2014)

Eckhard Forst

Dr. Hinrich Holm

Christoph Schulz

Frank Hildebrandt
Bank employee
NORD/LB Braunschweig

Martin Kind

Managing Director

KIND Hoérgerdte GmbH & Co. KG
(until 30 June 2014)

Frank Klingebiel
Mayor of Salzgitter

Prof. Dr. Susanne Knorre

Management Consultant

Ulrich Magde
Mayor of the Hanseatic City of Liineburg

Antje Niewisch-Lennartz

Justice Minister of Lower Saxony

Heinrich von Nathusius
IFA ROTORION - Holding GmbH

Freddy Pedersen

ver.di Trade Union

Jorg Reinbrecht

ver.di Trade Union

Ilse Thonagel
Bank employee
Landesforderinstitut

Mecklenburg-Vorpommern

Notes Other Disclosures
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3. Disclosures concerning Mandates
As at 31 December 2014 the following mandates were held in accordance with § 340a para. 4 no. 1 of the

German Commercial Code by members of NORD/LB:

Managing Board

Name Society !

Dr. Gunter Dunkel Bremer Landesbank Kreditanstalt Oldenburg - Girozentrale —, Bremen
Deutsche Hypothekenbank (Actien-Gesellschaft), Hanover
Norddeutsche Landesbank Luxembourg S. A., Luxembourg-Findel
NORD/LB COVERED FINANCE BANK S. A., Luxembourg-Findel
Continental AG, Hanover

Ulrike Brouzi Norddeutsche Landesbank Luxembourg S. A., Luxembourg-Findel
NORD/LB COVERED FINANCE BANK S. A., Luxembourg-Findel
NORD/LB Asset Management, Hanover
Salzgitter AG Stahl und Technologie, Salzgitter

Thomas Biirkle Bremer Landesbank Kreditanstalt Oldenburg — Girozentrale —, Bremen
Deutsche Hypothekenbank (Actien-Gesellschaft), Hanover
Norddeutsche Landesbank Luxembourg S. A., Luxembourg-Findel
NORD/LB COVERED FINANCE BANK S.A., Luxembourg-Findel
LBS Norddeutsche Landesbausparkasse Berlin-Hannover, Berlin and Hanover
LHI Leasing GmbH, Pullach

Eckhard Forst Deutsche Hypothekenbank (Actien-Gesellschaft), Hanover
DEUTSCHE FACTORING BANK Deutsche Factoring GmbH & Co. KG, Bremen
LHI Leasing GmbH, Pullach

Dr. Hinrich Holm NORD/LB Asset Management, Hanover
Investitionsbank Sachsen-Anhalt, Magdeburg
LBS Norddeutsche Landesbausparkasse Berlin-Hannover, Berlin and Hanover
Liquiditats- und Konsortialbank GmbH (until 1 June 2014)
Lotto-Toto GmbH Sachsen-Anhalt, Magdeburg

Christoph Schulz Norddeutsche Landesbank Luxembourg S. A., Luxembourg-Findel
NORD/LB COVERED FINANCE BANK S. A., Luxembourg-Findel
LBS Norddeutsche Landesbausparkasse Berlin-Hannover, Berlin and Hanover
Toto-Lotto Niedersachsen GmbH, Hanover

' Banks are treated as large corporations.

Other employees

Name Society !

Dr. Rudiger Fuhrmann Niedersachsische Landgesellschaft mbH, Hanover

Dr. Michael Lange Toto-Lotto Niedersachsen GmbH, Hanover

Dr. Ulf Meier LBS Norddeutsche Landesbausparkasse Berlin-Hannover, Hanover
Ingo Wiinsche Niedersachsische Biirgschaftsbank (NBB) GmbH, Hanover

Berit Zimmermann Biirgschaftsbank Sachsen-Anhalt GmbH, Magdeburg

Werner Schilli Offentliche Sachversicherung Braunschweig, Braunschweig

Offentliche Lebensversicherung Braunschweig, Braunschweig

U Banks are treated as large corporations.
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4. Remuneration of and Loans to Governing Bodies

(in € 000) 2014 2013

Total remuneration of current board members

Managing Board 4198 3335
Supervisory Board 445 386
4643 3721

Total remuneration of former board members
and their surviving dependents

Managing Board 4036 4081
Advances and loans granted

Managing Board 708 1331
Supervisory Board 52 60

€ 36.830 million (€ 33.599 million) was put back for
pension obligations towards former members of
governing bodies and their surviving dependents,
whereby an obligation of € 12.360 million (€ 12.275

million) is not reported in the balance sheet.

5. Auditor’s fees

NORD/LB has made use of the option in accordance
with 285 no. 17 of the German Commercial Code of
reporting the auditor’s fees in the consolidated

financial statements.

6. Average number of employees

Male Male Female Female Total Total
2014 2013 2014 2013 2014 2013
Employees 2069 2101 2152 2190 4221 4291

Investitionsbank Sachsen-Anhalt and Landes-
forderinstitut Mecklenburg-Vorpommern account

foran additional 631 employees (619 employees).

7. Further Disclosures

Services performed for third parties

Significant services performed for third parties

concern:

- the management of trust assets

— the management of custodian accounts

— the brokering building loan contracts,
investment products, loans and insurance

— the brokering of foreign notes and coins and
precious metals for associated savings banks

— asset management

— the brokering ofloans and investment products
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No write-down to lower fair value
The items “debt securities and other fixed-interest
securities” and “shares and other variable-yield

securities” include securities valued like fixed

assets which have not been written down to their
lower fair value. These concern the following
securities (all book values and fair values disclosed

do not include accumulated interest):

Bookvalues Fairvalues omitted Bookvalues Fairvalues omitted

depriation depriation

(in € 000) 31 Dec.2014 31 Dec.2014 31 Dec.2014 31 Dec.2013 31 Dec.2013 31 Dec.2013
Bonds and debt

securities 1568 356 1496 342 72013 2817125 2734870 82255

Shares 0 0 0 0 0 0

NORD/LB assumes with all bonds and debt
securities that the loss of value is not permanent as
the securities are held to final maturity and the
issuers are all issuers with first-class credit ratings.
If as at the balance sheet date there are valuation
units consisting of interest-bearing securities and
interest rate swaps, the net fair value of the secu-
rity and interest rate swap are entered in the above

table as the fair value of the security.

The intention is to hold the shares long term.
Write-downs are only to be made if there is a likely
permanent loss in value. There were no reasons for
a write-down to lower fair value as at the balance
sheet date.

The following securities in fixed assets include
hidden reserves, i.e. the fair value is above the
book value (all book values and fair values dis-

closed do not include accumulated interest):

Book values Fairvalues Bookvalues Fairvalues
(in € 000) 31 Dec.2014 31 Dec.2014 31 Dec.2013 31 Dec.2013
Bonds and debt securities 6189774 6518 007 6545 680 6873573
Shares 0 0 123384 125226

Marketable securities not valued
at lower of cost or market
The items “debt securities and other fixed-interest

securities” and “shares and other variable-yield

securities” include marketable securities not
valued at lower of cost or market, i.e. they are
treated as fixed assets (book values do not include

accumulated interest).

(in € 000)

31 Dec.2014 31 Dec.2013

Debt securities and other fixed-interest securities

9427 899 10665 237

Shares and other non fixed-interest securities

0 0

The marketable securities not valued at lower of
cost or market were separated from the marketable
securities valued at lower of cost or market on the
basis of the asset category deposited in the port-

folio and the valuation method chosen.

The tables below also include the disclosures in
accordance with § 36 of the RechKredV concerning
the foreign currency, interest-based and other
futures transactions which have not yet been com-

pleted as at the balance sheet date.
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Derivatives not valued at fair value in external relations (derivatives in the non-trading portfolio)

Nominal values Positive Negative Bookvalues Recorded in
fairvalues fairvalues balance sheet
item
(in € million) 31 Dec.2014 31 Dec.2014 31 Dec.2014 31 Dec.2014 31 Dec.2014
Interest-rate risks
Interest-rate swaps 5334 1413 -224 219 Assets 13./
Liabilities 6.
FRAs - - - - -
Interest-rate options
purchases 4591 1625 - 459 Assets 12.
sales 1193 - -824 -264 Liabilities 5.
Caps, Floors 3091 16 -56 -20 Assets 13./
Liabilities 6.
Stock-exchange contracts - - - - -
Other forward interest rate
transactions 1472 4 -198 - -
Interest-rate risks - total - 15681 3058 -1302 394
Currency risks
Forward foreign exchange 1977 6 _28 _22  Liabilities5.
transactions
Currency swaps/interest-rate 188 14 - 11 Assets 13./
currency swaps Liabilities 5./
Liabilities 6.
Currency options
purchases - - - - -
sales - - - - -
Currency risks - total - 2165 20 -28 -11
Shares and other price risks
Share futures contracts - - - - -
Share swaps - - - - -
Share options
purchases - - - - -
sales - - - - -
Stock-exchange contracts 4 - - - -
Shares and other price risks
—total - 4 - - -
Credit derivatives
Assignor 44 — —1 — Assets
Assignee 1768 16 -1 12 Assets
Credit derivatives - total - 1812 16 -2 12
Derivatives not valued
at fairvalue - total 19 662 3094 -1332 395

The derivatives primarily concern transactions
which were completed to cover interest rate,
exchange rate and other market price risk posi-

tions in the asset portfolio.

Nominal values constitute the gross volume of all

purchases and sales and long and short positions.

With share options, to calculate the nominal value
the closing rate of the underlying transaction is
multiplied by the number of shares. For all con-
tracts, fair values and book values excluding
accrued interest are shown. Positive and negative
fair values of contracts with the same counterparty

were not offset against each other.
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All of the fair values included in the above table methods used, the section “Calculation of fair val-

were calculated reliably. Concerning the valuation ues” is referred to.

Derivatives valued at fair value in external relations (derivatives in the trading portfolio)
Derivatives valued at fair value — broken down by risk type and transaction type:

Nominal values

(in € million) 31 Dec.2014
Interest-rate risks
Interest-rate swaps 165 656
FRAs 1 800
Interest-rate options

purchases 3555

sales 6111
Caps, Floors 4667
Stock-exchange contracts -
Other forward interest rate transactions 414
Interest-rate risks - total - 182203
Currency risks
Forward foreign exchange transactions 18425
Currency swaps/interest-rate currency swaps 22316
Currency options

purchases 162

sales 184
Currency risks - total - 41 087
Shares and other price risks
Share futures contracts -
Share swaps -
Share options

purchases 28

sales -
Stock-exchange contracts 30
Shares and other price risks - total - 58
Credit derivatives - total -
Assignor 26
Assignee 23
Credit derivatives - total - 49
Derivatives valued at fair value - total 223397

Nominal values constitute the gross volume of all The amount, dates and reliability of future cash
purchases and sales and long and short positions. flows relating to derivatives are uncertain. The
With share options, to calculate the nominal value main factors which affect this are the future devel-
the closing rate of the underlying transaction is opment of interest rates, exchange rates and share
multiplied by the number of shares. prices. Counterparty risk also exists. The tables

below provide an overview of the volumes affected

by these factors.
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Derivatives valued at fair value — broken down by risk type and residual term to maturity:

Nominal values
(in € million) 31 Dec.2014
Interest-rate risks
Residual terms to maturity
up to 3 months 9166
up to 1 year 18516
up to 5 years 67934
more than 5 years 86587
182203
Currency risks
Residual terms to maturity
up to 3 months 13146
up to 1 year 6937
up to 5 years 12338
more than 5 years 8 666
41 087
Shares and other price risks
Residual terms to maturity
up to 3 months 39
up to 1 year 17
up to 5 years 2
more than 5 years -
58
Credit derivatives
Residual terms to maturity
up to 3 months 40
up to 1 year 6
up to 5 years
more than 5 years -
49
Derivatives valued at fair value — broken down by counterparty:
Nominal values
(in € million) 31 Dec.2014
Banks in the OECD 92112
Banks outside the OECD 92
Public institutions in the OECD 5977
Other counterparties? 125216
Total 223397

Y including stock exchange contracts
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Disclosures concerning valuation units
NORD/LB has included the following assets, liabili-
ties and pending transactions as underlying trans-

actions in valuation units (assets and liabilities

disclosed at book value not including accumulated
interest; pending transactions disclosed in nomi-

nal volume):

31 Dec.2014
Underlying transaction hedged against
Interest Share Inflation Currency

(in € 000) rate risk price risk risk risk
Assets
Fixed-interest securities for the liquidity reserve 1153337 - = =
Assets - total 1153337 - - -
Pending transactions
Derivatives separated from structured issues

share-price-related derivatives - 266 241 - -

exchange-rate-related derivatives - - - 81321
Other - - 145957 -
Pending transactions - total - 266 241 145957 81321
Transactions expected with a high probability?
Repayment of an issued USD hybrid capital bond - - - 411828
Transactions expected with a high probability - total - - - 411 828
Valuation units - total 1153337 266241 145 957 493 149

» The transaction expected with high probability concerns the repayment of a hybrid capital bond issued by NORD/LB in US-Dollars.
The repayment of the bond will with high probability be made at the earliest possible time (30 June 2020), as otherwise the interest coupon to be

paid would increase (so-called step-up).

The total of all underlying transactions included in

valuation units is therefore € 2,058.683 million.

The prospective and retrospective effectiveness of
all valuation units is measured using the Critical
Terms Match method. Basically the final maturity
of the underlying transactions corresponds to the
final maturity of the hedging instrument. The
underlying transactions will mature between 2015
and 2044.

Deferred taxes

The deferred taxes of NORD/LB in Germany are
measured using the tax rate which is applicable as
at the balance sheet date and also in the future of
31.5 per cent. This combined income tax rate com-
prises corporation tax, trade tax and the solidarity
surcharge. Different tax rates apply for the foreign

branches.

Deferred tax liabilities relating to the different tax
approach for debt securities, intangible assets,
property, plant and equipment, the trading port-
folio and other liabilities were offset with deferred
tax assets against temporary differences in loans
and advances to customers, pension provisions

and other provisions.

The recoverable deferred tax assets were offset
against deferred tax liabilities. Deferred tax assets
beyond those offset are not reported in accordance
with the option provided forin § 274 para. 1 clause

2 of the German Commercial Code.

Values subject to dividend payout restrictions

After the deduction of deferred tax liabilities, self-
made intangible fixed assets in the amount of
€ 35.2 million remain. The difference between the

present value and the acquisition cost of the cover



assets after the deduction of deferred tax liabilities
is € 0.8 million. The dividend payout restriction for
such values enshrined in § 268 para. 8 of the
German Commercial Code does not affect the
profit for the financial year 2014 as the disposable
reserves plus the profit carried forward are greater
than the intangible fixed assets and the cover

assets.

Special investment assets

Notes Other Disclosures

Repos
Repos are reported in accordance with § 340b of
the German Commercial Code. Only genuine repos

are completed.

Securities and other assets with a book value total-
ling € 5,427.6 million (€ 3,889.3 million) were com-
mitted by NORD/LB within the scope of genuine
repos. The counterparty risk is manageable.

Name of the special asset NORD/LB AM ALCO NORD/LB Horizont Nordlux Pro-Aktiv-B
Fonds-TF B
Former - - -
Type of special asset Special asset Mutual fund Mutual fund
Investment objective The fund is part of the The fund is for The fund follows the
ALCO-portfolioand conservative investors principle of asset
thus part of the sensitive to inflation. management, is active-
strategic investments. NORD/LB holds ly managed and invests
astrategic sharein ininternational capital
order to have a positive market products or cur-
argument for custom- rencies. It was launched
ersin selling. on 1 April 2014 and is
currently in the start-up
finance phase, which
should last until
mid-2016.
Reporting date 31 Dec.2014 31 Dec.2014 31 Dec.2014
Special assets (in € 000) 1250373 34330 16138
Shares - total 11902 648 343492 160365
Currency of shares EUR EUR EUR
Shares of NORD/LB
as at the reporting date 11902 648 101720 151 256
Values of the shares according to § 26
of the German Investment Act (InvG)
as atreporting date 105.05 99.78 101
Carrying amount (in € 000) 1224536 9944 14926
Difference between fair value and
carrying amount (in € 000) 25837 205 292
Dividends paid outin the final year acc.
to shares of NORD/LB (gross in € 000) 7900 - -
Reporting year of NORD/LB 1Jan.-31 Dec. 1Jan.-31 Dec. 1Jan.-31 Dec.
Reporting year of the special asset 1Jan.-31 Dec. 1 Oct.-30 Sep. 10ct.-30 Sep.
Restrictions in the possibility
of daily return None None None

Reasons for no write-down § 253 para.3
clause 4 of the German Commercial
Code

Pointers for the loss of value not being
permanent
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8. Cover statement (Old portfolio/issues before 19 July 2005)

(in € 000) 31 Dec.2014 31 Dec.2013

Mortgage bond coverage

Liabilities requiring cover

Pfandbriefe 0 0
discharged and cancelled items 0 0
Registered Pfandbriefe (as security on loans taken up) 0 0
0 0
Covering assets
Loans to customers secured by mortgages 0 0
Publicissuer securities 0 0
Substitute credit institution cover 0 0
0 0
Surplus cover 0 0
Municipal cover
Liabilities requiring cover
Municipal debentures 1698223 2787210
discharged and cancelled items 0 0
Registered municipal debentures (to secure loans taken up) 0 300962
1698 223 3088172
Covering assets
Municipal loans
to financial institutions 421723 905431
to customers 1914159 2886519
Publicissuer securities 448150 395378
Fixed deposits from public-sector banks 0 0
Substitute credit institution cover 50000 100 000
2834031 4287329
Surplus cover 1135808 1199157

This old portfolio (cover and in circulation) was new cover in accordance with the regulations
encapsulated in accordance with § 51 of the applicable up until the Covered Bond Act came

Covered Bond Act and is held separately from the into effect.
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9. Cover statement for NORD/LB in accordance with § 28 of the Covered Bond Act
The total value of Hypothekenpfandbriefe in circulation and the cover assets used for this are broken

down as follows:

Nominal value Present value Risk-adjusted Risk-adjusted Risk-adjusted
presentvalues? presentvalues? presentvalues?
(in € million) +250 bp -250bp  Currency stress
Hypothekenpfandbriefe
Total Pfandbriefe 1913.2 1981.4 1938.7 1988.9 1938.7
in circulation (1542.8) (1610.5) (1560.1) (1639.8) (1560.1)
Total cover pool 29554 3274.7 3035.8 33253 3026.5
(2 662.6) (2 884.0) (2703.6) (2994.5) (2 686.6)
Over-collateralisation 1042.2 1293.3 1097.1 1336.4 1087.8
(1119.8) (1273.5) (1143.5) (1354.7) (1126.5)
Over-collateralisation in % 54.5 65.3 56.6 67.2 56.1
(72.6) (79.1) (73.3) (82.6) (72.2)
Net present value per
foreign currency item
USsD - - - - 55.9

) ) -) -) -)

D Static method in accordance with §§ 5, 6 of the Pfandbrief Present Value Regulation (PfandBarwertV)

Disclosures concerning further cover assets for Hypothekenpfandbriefe in accordance with § 28 para.

1 no. 4,no.5 and no. 6:

Balancing Loans and ad- Loans and ad- Loans and Total
receivables vancestobanks vances tobanks advances
in accordance in accordance in accordance to the public
with with§19(1)no.2 with§19(1)no.2 sectorin accord-
§19(1)no.1 PfandBG PfandBG ance with § 19 (1)
PfandBG of which: no. 3 PfandBG
covered debt
(in € million) securities
Germany 0.0 35.0 0.0 40.0 75.0

() ) ) -) -)

U in accordance with Article 129 of the Regulation (EU) no. 575/2013

Key figures for Hypothekenpfandbriefe and their cover assets:

(in € million) 31 Dec.2014 31 Dec.2013
Pfandbriefe in circulation 1913.2 1542.8
Share of fixed-interest Pfandbriefe in % 23.56 -
Share of derivates 0.0 0.0
Cover pool 29554 2 662.6
Share of fixed-interest cover assets in % 76.30 -
Share of derivates 0.0 0.0
Total value of receivables that exceed the limits of § 13 para. 1 0.0 -
Total value of receivables that exceed the limits of § 19 para. 1 no. 2 0.0 -
Total value of receivables that exceed the limits of § 19 para. 1 no. 3 0.0 -
Volume-weighted average of the time passed since loan issue in years 6.5 -

Average weighted loan-to-value ratio in % max. 60.0 -
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Maturity structure of Hypothekenpfandbriefe and fixed-interest periods of cover assets:

31 Dec.2014 31Dec.2014 31Dec.2013 31 Dec.2013

Pfandbriefe Cover pool Pfandbriefe Cover pool
(in € million) in circulation in circulation
Less than 6 months 64.0 482.4 - -
More than 6 butless than 12 months 40.0 180.1 - -
Less than 12 months 104.0 662.5 30.0 373.0
More than 12 but less than 18 months 257.5 132.6 - -
More than 18 months but less than 2 years 40.0 228.2 - -
Less than 2 years 297.5 360.8 74.0 313.0
More than 2 but less than 3 years 40.0 309.1 257.5 367.1
More than 3 but less than 4 years 40.0 274.3 0.0 297.2
More than 4 but less than 5 years 859.2 312.6 0.0 227.9
More than 5 but less than 10 years 572.5 920.3 1131.3 1045.1
More than 10 years 0.0 115.8 50.0 39.2
Key figures total 1913.2 29554 1542.8 2 662.5
Breakdown of cover assets for Hypothekenpfandbriefe by size category:
(in € million) 31 Dec.2014 31 Dec.2013
Less than € 300 thousand 1124.1 -
More than € 300 thousand but less than € 1 million 269.1 -
More than € 1 million but less than € 10 million 673.7 -
More than € 10 million 813.5 -
Size categories total 2880.4 -

Breakdown of cover assets for Hypothekenpfandbriefe by country and type of use (residential):

Property used for residential purposes

Owner- Single and Apartment  Unfinished Construction Total
occupied twofamily buildings new build- sites

apartments houses ings notyet

capable of

yielding

(in € million) areturn
Germany 195.9 712.0 1.101.4 0.0 0.3 2.009.6
(182.8) (655.3) (831.4) 0.0 (0.6) (1670.1)
Luxembourg 0.0 0.0 0.0 0.0 0.0 0.0
(0.0) (0.0 (0.0 (0.0) (0.0 (0.0)
Austria 0.0 0.0 0.0 0.0 0.0 0.0
(0.0 (0.0) (0.0 (0.0) (0.0 (0.0)
USA 0.0 0.0 0.0 0.0 0.0 0.0
0.0) 0.0 0.0) 0.0 (0.0) (0.0
Receivables by country 195.9 712.0 11014 0.0 0.3 2009.6
total (182.8) (655.3) (831.4) 0.0 (0.6) (1670.1)
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Breakdown of cover assets for Hypothekenpfandbriefe by country and type of use (commercial):

Property used for commercial purposes

Office Retail  Industrial  Otherbuild- Unfinished  Construc- Total
Buildings buildings building ings used new build- tion sites

forcommer-  ingsnotyet

cial purposes capable

ofyielding

(in € million) areturn
Germany 259.7 217.4 8.5 204.4 0.0 0.1 690.1
(266.1) (160.0) (10.7) (174.9) (0.0) (0.0) (611.7)
Luxembourg 119.8 0.0 0.0 0.0 0.0 0.0 119.8
(115.7) (0.0) (0.0) (0.0) (0.0) (0.0) (115.7)
Austria 0.0 8.5 0.0 0.0 0.0 0.0 8.5
0.0 8.7) 0.0) (0.0) 0.0 0.0 (8.7)
USA 52.4 0.0 0.0 0.0 0.0 0.0 52.4
(92.4) 0.0) 0.0) (0.0) 0.0 (3.9 (96.3)
Receivables by 4319 2259 8.5 204.4 0.0 0.1 870.8
country total (474.2) (168.7) (10.7) (174.9) (0.0) 3.9) (832.4)

Breakdown of the total value of payments for Hyptohekenpfandbriefe outstanding by at least 90 days by

country:
31 Dec.2014 31 Dec.2014 31Dec.2013 31 Dec.2013
Total value of Total value of Total value of Total value of
payments out-  covering receiv- payments out-  covering receiv-
standing by ables, where standing by ables, where
atleast 90 days the amount atleast 90 days the amount
outstanding is outstanding is
atleast 5% of atleast 5% of
the covering the covering
(in € million) receivable receivable
Germany 0.0 0.0 0.0 -
Luxembourg 0.0 0.0 0.0 -
Austria 0.0 0.0 0.0 -
USA 0.0 0.0 0.0 -
Total value 0.0 0.0 0.0 0.0

There were no cases of forced sale, forced receiver-

ship or takeovers of land to prevent losses. The

total arrears on interest to be paid by mortgage
debtors is € 181 thousand (€ 42 thousand) for com-

mercial property and € 125 thousand (€ 439 thou-

sand) for residential property.
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The total value of Offentliche Pfandbriefe in circulation and the cover assets used for this are broken

down as follows:

Nominal value Present value Risk-adjusted Risk-adjusted Risk-adjusted
presentvalues” presentvalues presentvalues?
(in € million) +250 bp —250bp  Currency stress
Offentliche Pfandbriefe
Total Pfandbriefe 15785.7 18658.4 16 505.6 19533.2 17 047.7
in circulation (16519.1) (18474.7) (16 321.3) (20 645.4) (16 827.1)
Total cover pool 21043.8 24 285.1 21655.5 253424 21772.7
(23 128.8) (25427.1) (22811.3) (28 025.7) (22910.8)
Over-collateralisation 5258.1 5626.7 5149.9 5809.2 4725.0
(6 609.7) (6952.4) (6 490.0) (7 380.3) (6 083.7)
Over-collateralisation in % 333 30.2 31.2 29.7 27.7
(40.0) (37.6) (39.8) (35.7) (36.2)
Net present value per
foreign currency item
CHF - - - = 1.7
() () -) -) -)
JPY - - - - -128.3
- - ©) (] (]
USD - - - - -1719.1

U Static method in accordance with §§ 5, 6 of the Pfandbrief Present Value Regulation (PfandBarwertV)

Disclosures concerning further cover assets for Offentliche Pfandbriefe in accordance with § 28 para. 1

no. 4,no. 5 and no. 6:

Balancing Loans and ad- Loans and ad- Total

receivables vancestobanks vances tobanks

in accordance in accordance in accordance

with with §20(2) no.2 with §20(2) no.2

§20(2)no. 1 PfandBG PfandBG

PfandBG of which:

covered debt

(in € million) securities !
Germany 0.0 697.2 70.0 697.2

) -) -) -)

U in accordance with Article 129 of the Regulation (EU) no. 575/2013

Key figures for Offentliche Pfandbriefe and their cover assets:

(in € million) 31Dec.2014 31Dec.2013
Pfandbriefe in circulation 15785.7 16 519.1
Share of fixed-interest Pfandbriefe in % 89.49 -
Share of derivatives 0.0 0.0
Cover pool 21043.8 23128.8
Share of fixed-interest cover assets in % 84.29 -
Share of derivatives 0.0 0.0

Total value of receivables that exceed the limits of § 20 para. 2 no. 2 0.0 -




Maturity structure of Offentliche Pfandbriefe and fixed-interest periods of cover assets:

Notes Other Disclosures

31Dec.2014 31 Dec.2014 31 Dec.2013 31Dec.2013

Pfandbriefe Cover pool Pfandbriefe Cover pool
(in € million) in circulation in circulation
Less than 6 months 703.0 1263.4 - -
More than 6 but less than 12 months 1380.1 1999.6 - -
Less than 12 months 2083.1 3263.0 2172.4 28229
More than 12 but less than 18 months 12923 1055.7 - -
More than 18 months but less than 2 years 1179.9 1053.4 - -
Less than 2 years 2472.2 2109.2 1891.1 2889.3
More than 2 but less than 3 years 1326.7 2677.1 2155.6 2259.0
More than 3 but less than 4 years 1054.2 1668.1 831.8 24385
More than 4 but less than 5 years 2177.2 1674.0 1068.6 17029
More than 5 but less than 10 years 3303.1 5630.9 5000.6 6471.8
More than 10 years 3369.2 4021.6 33989 45444
Key figures total 15785.7 21043.9 16 519.0 23128.8
Breakdown of cover assets for Offentliche Pfandbriefe by size category:
(in € million) 31Dec.2014 31 Dec.2013
Less than € 10 million 1913.8 -
More than € 10 million but less than € 100 million 5452.7 -
More than € 100 million 12980.1 -
Size categories total 20346.6 -
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Breakdown of cover assets for Offentliche Pfandbriefe by country, broken down by type of debtor

(including over-collateralisation in accordance with § 4 (1) PfandBG):

Country Regional Local Other Total

authority authority debtors
Germany 1385.0 6682.7 4792.8 6308.2 19168.7
(1324.1) (7943.4) (4903.6) (7 209.6) (21 380.7)
Belgium 14.5 0.0 0.0 0.0 14.5
3.8 (0.0) 0.0 0.0) (3.8
Denmark 28.1 0.0 0.0 0.0 28.1
(0.0) (0.0) (0.0) (0.0) (0.0)
Finland 76.8 0.0 0.0 0.0 76.8
(26.0) (0.0) (0.0) (0.0) (26.0)
France 40.6 0.0 0.0 0.0 40.6
0.0 (0.0) 0.0 0.0 (0.0
Great Britain 53.8 0.0 0.0 0.0 53.8
(53.8) (0.0) 0.0 0.0) (53.8)
Canada 76.6 0.0 0.0 0.0 76.6
(77.4) (0.0) (0.0) (0.0) (77.4)
Latvia 0.0 0.0 40.1 0.0 40.1
(0.0) (0.0) (42.6) (0.0) (42.6)
Luxembourg 0.0 0.0 0.0 25.0 25.0
0.0 (0.0) 0.0 (70.0) (70.0)
Austria 148.1 0.0 0.0 116.1 264.2
(157.5) (0.0) 0.0 (183.7) (341.2)
Switzerland 0.0 0.0 0.0 0.0 0.0
(4.1) (0.0) (0.0) (0.0) (4.1)
USA 541.0 0.0 0.0 17.2 558.2
(444.6) (0.0) (0.0) (12.1) (456.7)
Receivables by country total 2364.5 6 682.7 48329 6 466.5 20346.6
(2091.3) (7943.4) (4946.2) (7 475.4) (22 456.3)

The total value of Schiffspfandbriefe in circulation and the cover assets used for this are broken down

as follows:
Nominal value Present value Risk-adjusted Risk-adjusted Risk-adjusted
presentvalues? presentvalues presentvalues?
(in € million) +250bp —250bp  Currency stress
Schiffspfandbriefe
Total Pfandbriefe 80.0 81.2 75.3 81.9 81.2
in circulation (90.0) (89.2) (81.5) (92.7) (81.5)
Total cover pool 175.6 191.9 189.2 192.9 163.1
(166.8) (174.2) (165.4) (178.9) (138.3)
Over-collateralisation 95.6 110.7 113.9 111.0 81.9
(76.8) (85.0) (83.9) (86.2) (56.8)
Over-collateralisation in % 119.5 136.3 151.3 135.5 100.9
(85.3) (95.3) (103.0) (93.0) (69.7)
Net present value per
foreign currency item
USD - - - - 171.8

() () -) -) )

U Static method in accordance with §§ 5, 6 of the Pfandbrief Present Value Regulation (PfandBarwertV)



Notes Other Disclosures

Disclosures concerning further cover assets for Schiffspfandbriefe in accordance with § 28 para. 1 no. 4,

no. 5 and no. 6:

Balancing Loans and ad- Loans and ad- Loans and Total
receivables vancestobanks vancestobanks advancestothe
in accordance in accordance in accordance public sector
with with§26(1)no.3 with §26(1)no.3 in accordance
§26(1)no.2 PfandBG PfandBG with §26 (1) no. 4
PfandBG of which: PfandBG
covered debt
(in € million) securities V
Germany 0.0 0.0 0.0 16.0 16.0
-) -) - - S
Y in accordance with Article 129 of the Regulation (EU) no. 575/2013
Key figures for Schiffspfandbriefe and their cover assets:
(in € million) 31 Dec.2014 31 Dec.2013
Pfandbriefe in circulation 80.0 90.0
Share of fixed-interest Pfandbriefe in % 62.50 -
Share of derivatives 0.0 0.0
Cover pool 175.6 166.8
Share of fixed-interest cover assets in % 9.11 -
Share of derivatives 0.0 0.0
Total value of receivables that exceed the limits of § 26 para. 1 no. 3 0.0 -
Total value of receivables that exceed the limits of § 26 para. 1 no. 4 0.0 -
Maturity structure of Schiffspfandbriefe and fixed-interest periods of cover assets:
31 Dec.2014 31 Dec.2014 31 Dec.2013 31 Dec.2013
Pfandbriefe Cover pool Pfandbriefe Cover pool
(in € million) in circulation in circulation
Less than 6 months 0.0 36.9 . .
More than 6 but less than 12 months 0.0 25.2 - -
Less than 12 months 0.0 62.1 10.0 58.5
More than 12 but less than 18 months 0.0 12.5 - -
More than 18 months but less than 2 years 0.0 114 - -
Less than 2 years 0.0 239 0.0 41.8
More than 2 but less than 3 years 50.0 16.9 0.0 26.3
More than 3 but less than 4 years 30.0 17.8 50.0 153
More than 4 but less than 5 years 0.0 17.0 30.0 8.3
More than 5 but less than 10 years 0.0 373 0.0 10.6
More than 10 years 0.0 0.6 0.0 6.0
Key figures total 80.0 175.6 90.0 166.8
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Breakdown of cover assets for Schiffspfandbriefe by size category:

(in € million) 31 Dec.2014 31 Dec.2013
Less than € 500 thousand 0.4 3.3
More than € 500 thousand but less than € 5 million 27.5 79.4
More than € 5 million 131.7 75.1
Size categories total 159.6 157.8

Breakdown of cover assets for Schiffspfandbriefe by country, broken down by ocean-going and inland

ships:

Ocean-going Inland Total

(in € million) ships ships
Germany 115.4 0.0 115.4
(119.5) 0.0) (119.5)
Malta 15.2 0.0 15.2
(0.0 (0.0 (0.0)
Marshall Islands 215 0.0 215
(0.0) 0.0) (0.0)
Cyprus 7.5 0.0 7.5
(38.3) 0.0) (38.3)
Receivables by country total 159.6 0.0 159.6
(157.8) (0.0 (157.8)

Total value of payments for Schiffspfandbriefe outstanding by at least 90 days:

(in € million)

Total value of payments
outstanding by at least 90 days”

Total value of covering receivables,
where the amount outstanding is
atleast 5% of the covering receivable

Receivables

4.7 8.6
e e

U The above outstanding payments are not included in the reported cover pool.

There were no cases of forced sale, forced recei-
vership or takeovers of ships or ships under con-
struction to prevent losses. The total arrears on
interest to be paid by loan debtors is € 12 thousand

(€ 0 thousand) for ocean-going ships and € 0 thou-
sand (€ 0 thousand) for inland ships.



Notes Other Disclosures

The total value of Flugzeugpfandbriefe in circulation and the cover assets used for this are broken down

as follows:

Nominal value Present value Risk-adjusted Risk-adjusted Risk-adjusted
presentvalues? presentvalues? presentvalues?
(in € million) +250bp -250bp  Currency stress
Flugzeugpfandbriefe
Total Pfandbriefe 1006.0 1049.0 968.0 1059.0 1049.0
in circulation (506.0) (522.4) (479.4) (539.2) (479.4)
Total cover pool 13904 15299 1456.9 15789 1304.2
(1258.6) (1354.6) (1242.4) (1442.2) (1047.6)
Over-collateralisation 3844 480.9 488.9 519.9 255.2
(752.6) (832.2) (763.0) (903.0) (568.2)
Over-collateralisation in % 38.2 45.8 50.5 49.1 243
(148.7) (159.3) (159.1) (167.5) (118.5)
Net present value per
foreign currency item
GBP - - - - 51.2
- () () e ©
USD - - - - 1256.6

()

' Static method in accordance with §§ 5, 6 of the Pfandbrief Present Value Regulation (PfandBarwertV)

Disclosures concerning further cover assets for Flugzeugpfandbriefe in accordance with § 28 para. 1 no.

4,no. 5 and no. 6:

Balancing Loans and ad- Loans and ad- Loans and Total
receivables vancestobanks vancestobanks advances tothe
in accordance in accordance inaccordance  publicsectorin
with § 26f (1) with § 26f(1) with §26f(1) accordance with
no. 2 PfandBG no. 3 PfandBG no. 3 PfandBG §26f(1)no.4
of which: PfandBG
covered debt
(in € million) securities
Germany 0.0 0.0 0.0 35.0 35.0
-) -) -) -) -)
D in accordance with Article 129 of the Regulation (EU) no. 575/2013
Key figures for Flugzeugpfandbriefe and their cover assets:
(in € million) 31 Dec.2014 31Dec.2013
Pfandbriefe in circulation 1 006.0 506.0
Share of fixed-interest Pfandbriefe in % 100.0 -
Share of derivatives 0.0 0.0
Cover pool 1390.4 1258.6
Share of fixed-interest cover assets in % 60.91 -
Share of derivatives 0.0 0.0
Total value of receivables that exceed the limits of § 26f para. 1 no. 3 0.0 -
Total value of receivables that exceed the limits of § 26f para. 1 no. 4 0.0 -
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Maturity structure of Flugzeugpfandbriefe and fixed-interest periods of cover assets:

31 Dec.2014 31Dec.2014 31Dec.2013 31 Dec.2013

Pfandbriefe Cover pool Pfandbriefe Cover pool
(in € million) in circulation in circulation
Less than 6 months 0.0 93.8 - -
More than 6 butless than 12 months 0.0 93.7 - —
Less than 12 months 0.0 187.5 0.0 192.0
More than 12 but less than 18 months 0.0 143.4 - -
More than 18 months but less than 2 years 0.0 93.1 - -
Less than 2 years 0.0 236.5 0.0 146.4
More than 2 but less than 3 years 501.0 209.0 0.0 166.3
More than 3 but less than 4 years 0.0 280.3 501.0 147.8
More than 4 but less than 5 years 505.0 116.2 0.0 212.8
More than 5 but less than 10 years 0.0 353.6 5.0 393.3
More than 10 years 0.0 7.3 0.0 0.0
Key figures total 1 006.0 1390.4 506.0 1258.6
Breakdown of cover assets for Flugzeugpfandbriefe by size category:
(in € million) 31Dec.2014 31Dec.2013
Less than € 500 thousand 0.4 0.5
More than € 500 thousand but less than € 5 million 105.1 156.8
More than € 5 million 12499 1081.4
Size categories total 1355.4 1238.7

Breakdown of cover assets for Flugzeugpfandbriefe by country, broken down by type of aircraft:

Business  Freighter Narrow- Regional Turboprop Ultralarge Widebody Total

(in € million) jet body jet
Germany 0.0 129.6 139.6 0.0 23.2 0.0 0.0 292.4
- -) -) -) - S - (244.9)
France 0.0 0.0 15.8 0.0 0.0 56.2 72.8 144.8
- -) -) - - S - (113.7)
Great Britain 0.0 0.0 80.8 12.7 54.0 96.3 17.9 261.7
e =) -) -) S e - (257.6)
Ireland 0.0 0.0 75.6 0.0 0.0 0.0 47.8 123.4
() -) -) -) () () ) (116.2)
Norway 0.0 0.0 38.5 0.0 0.0 0.0 0.0 38.5
- -) -) -) - S - (37.3)
USA 0.0 0.0 378.3 96.8 0.0 0.0 19.5 494.6
- - -) -) - S - (468.9)
Receivables by 0.0 129.6 728.6 109.5 77.2 152.5 158.0 1355.4
country total o) -) -) ) e e ) (1238.6)
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Total value of payments for Flugzeugpfandbriefe outstanding by at least 90 days:

Total value of payments Total value of covering receivables,

outstanding by at least 90 days” where the amount outstanding is

(in € million) at least 5% of the covering receivable
Receivables 0.0 0.0

O 6

There were no cases of forced sale, forced receiver- interest to be paid by loan debtors is € 0 thousand
ship or takeovers of aircraft or aircraft under con- (€ 0 thousand).

struction to prevent losses. The total arrears on
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10. List of equity holdings

The list below contains the equity holdings in
accordance with § 285 no. 11 and 11a HGB and
investments in terms of § 340a para. 4 no. 2 HGB.

Included are all companies in which there is an

equity holding of 20 per cent or more, unless they
are of minor significance for the presentation of
the assets, financial and earnings position, and
investments in large corporations which exceed

5 per cent of the voting rights.

No. Name/registered office

Share of Equity Profit/Loss
capital
held

(in %) (in € 000) (in € 000)

Affiliated Companies
_1 BGG Bremen GmbH & Co. KG, Bremen V9 100.00 132 -8
7 BGG Oldenburg GmbH & Co. KG, Bremen "9 100.00 8015 907
73 BLB Grundbesitz KG, Bremen V9 100.00 47 800 1942
7 BLB Immobilien GmbH, Bremen "® 100.00 17180 0
75 BLB Leasing GmbH, Oldenburg V99 100.00 511 0
76 BLBI Beteiligungs-GmbH, Bremen V© 100.00 70 5
77 BLBI Investment GmbH & Co. KG, Bremen "9 100.00 42 400 4494
78 Braunschweig Gesellschaft mit beschrankter Haftung, Braunschweig ¥ 100.00 9061 0
9 Braunschweig Grund Objektgesellschaft Driebenberg mbH & Co. KG,

Braunschweig 2% 66.67 1052 444
i Braunschweig Grundstiicksentwicklungsgesellschaft mbH,

Braunschweig V¥ 50.00 34 2
11 Bremer Landesbank Kreditanstalt Oldenburg — Girozentrale —, Bremen ©® 54.83 1343000 3000
12 Bremische Grundstiicks-GmbH, Bremen V¢ 100.00 56278 1437
E Bremische Grundstiicks-GmbH & Co. KG Prasident-Kennedy-Platz,

Bremen V9 100.00 100 901
i Bremische Grundstiicks-GmbH & Co. Wohnanlagen GroR-Bonn, Bremen V9 100.00 150 98
E City Center Magdeburg Hasselbach-Passage Grundstiicksgesellschaft mbH,

Hanover % 100.00 415 -1
T6 Deutsche Hypo Delaware Blocker Inc., Wilmington, USA V4 100.00 8018 —-2798
F Deutsche Hypothekenbank (Actien-Gesellschaft), Hanover 299 100.00 913172 0
E FL FINANZ-LEASING GmbH, Wiesbaden 29 58.00 —9 -114
E Galimondo S.a.r.l,, Luxemburg-Findel, Luxembourg V!V12 100.00 - -
5 General Partner N666DN GP, LLC, Wilmington, USA 12 100.00 - -
; KreditServices Nord GmbH, Braunschweig ¥ 100.00 581 0
22 LBT Holding Corporation Inc., Wilmington, USA % 100.00 7875 -146
23 LHI Leasing GmbH & Co. Immobilien KG, Pullach i. Isartal # 90.00 1023 17
24 MALIBO GmbH & Co. Unternehmensbeteiligungs KG, Pullach i. Isartal © 77.81 7302 485
E NBN Grundstiicks- und Verwaltungs-GmbH, Hanover 100.00 724 -11
76 NBN Norddeutsche Beteiligungsgesellschaft fiir Immobilien

in Niedersachsen mbH, Hanover 2% 90.00 938 -8
; New Owner Participant— N666DN OP, L.P., Wilmington, USA 212 100.00 - -
E Nieba GmbH, Hanover 39 100.00 162 700 0
79 NOB Beteiligungs GmbH & Co. KG, Hanover V012 100.00 27454 -
% NORD/Advisors Norddeutsche Financial & Strategic Advisors GmbH,

Hanover? 100.00 38 =1
; NORD/FM Norddeutsche Facility Management GmbH, Hanover 9 100.00 636 0
5 NORD/LB Asset Management AG, Hanover V98 100.00 6422 1187

33 NORDI/LB Asset Management Holding GmbH, Hanover ¢ 100.00 7929 5977
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Name/registered office Share of Equity Profit/Loss
capital
held

(in %) (in € 000) (in € 000)
NORD/LB COVERED FINANCE BANK S. A., Luxembourg-Findel,
Luxembourg V978 100.00 77 000 1000
NORD/LB G-MTN S.A., Luxemburg-Findel, Luxembourg ° 100.00 31 0
NORD/LB Informationstechnologie GmbH, Hanonover 29 100.00 25 0
NORD/LB Project Holding Ltd., London, Great Britain 100.00 706 225
NORD/LB RP Investments LLC, Wilmington, USA 100.00 10769 3590
NORD/LB Vermdégensmanagement Luxembourg S. A.,
Luxembourg-Findel, Luxembourg V12 100.00 - =
Norddeutsche Investitionen Beteiligungsgesellschaft mbH, Hanover % 100.00 15272 4
Norddeutsche Landesbank Luxembourg S. A., Luxembourg-Findel,
Luxembourg 97# 100.00 723000 29 000
Nord-Ostdeutsche Bankbeteiligungs GmbH, Hanover 9 100.00 289520 0
NORDWEST VERMOGEN Bremische Grundstiicks-GmbH & Co. KG,
Bremen V9 100.00 100 2760
NORDWEST VERMOGEN Vermietungs-GmbH & Co. KG, Bremen "® 100.00 1107 363
N666DN LP, LLC, Wilmington, USA V12 100.00 - -
PLM Grundstiicksverwaltung Gesellschaft mit beschrankter Haftung,
Hanover ? 100.00 27 -1
Porzellanmanufaktur FURSTENBERG GmbH, Fiirstenberg/Weser V3% 98.00 3088 0
Ricklinger Kreisel Beteiligungs GmbH, Hanover "> 100.00 23 -3
Schiffsbetriebs-Gesellschaft Bremen mbH i. L., Bremen V% 100.00 197 90
SGK Servicegesellschaft Kreditmanagement mbH, Frankfurt am Main » 100.00 824 49
Skandifinanz AG, Zurich, Switzerland V' 100.00 15 864 -864
TANGENS Grundstiicksverwaltung GmbH & Co. Vermietungs-KG,
Pullach . Isartal 100.00 26 29
Terra Grundbesitzgesellschaft am Aegi mbH, Hanover V% 100.00 1121 679
Themis 1 Inc., Wilmington, USA ¥ 100.00 3225 441
Unterstiitzungseinrichtung der Bremer Landesbank Kreditanstalt
Oldenburg GmbH, Bremen V> 100.00 31 006 3212
Vermogensverwaltungsgesellschaft Thiede GmbH & Co. Objekt
Celle-Altenhagen Vermietungs-KG, Hanover 9 72.70 -2623 564
Vermogensverwaltungsgesellschaft Thiede GmbH u. Co.
Grundschulen-Vermietungs-KG, Hanover ¥ 79.80 25 -9
Vermogensverwaltungsgesellschaft Thiede GmbH u. Co. Tiefgarage Stade
Vermietungs KG, Hanover ¥ 90.00 9 2794
Vermogensverwaltungsgesellschaft Thiede mit beschrankter Haftung,
Braunschweig V3% 100.00 1278 0
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No. Name/registered office Share of Equity Profit/Loss
capital
held

(in %) (in € 000) (in € 000)

Other companies of min. 20 per cent share

1 Adler Funding LLC, Dover, USA V> 21.88 5630 -958
2 Ammerlander Wohnungsbau-Gesellschaft mbH, Westerstede " 32.26 28345 -456
3 BREBAU GmbH, Bremen V9 48.84 60704 7892
4 Bremer Spielcasino GmbH & Co. Kommanditgesellschaft, Bremen V% 49.00 - 316 -410
5 Brocken Verwaltungs- und Vermietungs-GmbH & Co. KG, Wernigerode ¥ 50.00 4100 403
6 Birgschaftsbank Mecklenburg-Vorpommern GmbH, Schwerin 98 20.89 15794 306
7 Burgschaftsbank Sachsen-Anhalt GmbH, Magdeburg 8 20.44 14782 2157
8 caplantic GmbH, Hanover ¥ 50.00 2209 1518
9 Deutsche Factoring Bank Deutsche Factoring GmbH & Co., Bremen V99 27.50 114078 22 660
10 Gewobau Gesellschaft fiir Wohnungsbau, Vechta, mbH, Vechta V> 20.46 11090 306
11 GSG Oldenburg Bau- und Wohngesellschaft mit beschrankter Haftung,
Oldenburg V' 22.22 85778 4215
12 Grundstiicksgemeinschaft Escherweg 5 GbR, Bremen V¢ 50.00 -2698 -379
13 Grundstiicksgemeinschaft Escherweg 8 GbR, Bremen V¢ 50.00 -1035 -279

14 Immobilien Development und Beteiligungsgesellschaft Niedersachsen
mit beschrankter Haftung IDB & Co. - Objekt Zietenterrassen - KG,

Gottingen 2 52.56 6825 3596
15 INIInternational Neuroscience Institute Hannover GmbH, Hanover V9 22.70 -15172 -3655
16 LBS Norddeutsche Landesbausparkasse Berlin-Hannover, Hanover V%% 44,00 297 458 0
17 LHILeasing GmbH, Pullach i.Isartal 299 49.00 50339 4765
18 LINOVO Productions GmbH & Co. KG, Pocking ¥ 45.17 -47119 1051
19 LUNIProductions GmbH & Co. KG, Pécking 99 24.29 -115633 -48
20 Medical Park Hannover GmbH, Hanover V> 50.00 2735 250
21 Medicis Nexus GmbH & Co. KG, Icking ¥ 66.01 8142 -1575
22 Mittelstandische Beteiligungsgesellschaft
Mecklenburg-Vorpommern mbH, Schwerin ¥ 26.00 11876 835
23 Mittelstandische Beteiligungsgesellschaft Niedersachsen (MBG)
mit beschrankter Haftung, Hanover 39.82 10938 501
24 NBV Beteiligungs-GmbH, Hanover 2 42.66 14996 2218
25 NORD KB Beteiligungsgesellschaft mit beschrankter Haftung, Hanover > 28.66 1881 376
26 Offentliche Lebensversicherung Braunschweig, Braunschweig 75.00 35479 668
27 Offentliche Sachversicherung Braunschweig, Braunschweig » 75.00 266 733 6001
28 Offentliche Versicherung Bremen, Bremen % 20.00 5050 -910
29 SALEG Sachsen-Anhaltinische-Landesentwicklungsgesellschaft mbH,
Magdeburg ¥ 56.61 14032 566
E Toto-Lotto Niedersachsen GmbH, Hanover »® 49.85 28359 18134
31 Wohnungsbaugesellschaft Wesermarsch mit beschrankter Haftung,
Brake V9 2772 19 086 419

NORD/LB is a partner with unlimited liability in the following company (§ 285 no. 11a HGB)

1 GLB GmbH & Co. OHG, Frankfurt am Main

Investments in terms of § 340a para. 4 no. 2 of the German Commercial Code,
unless reported as an affiliated company or other shareholding

1 HCIHammonia Shipping AG, Hamburg

2 Niedersachsische Biirgschaftsbank (NBB) Gesellschaft mit beschrankter
Haftung, Hannover

U Held indirectly. ® Disclosure also in accordance with § 340a para. 4 no. 2 of the German
2 Including shares held indirectly. Commercial Code (banks are interpreted as large corporate entities).
# Letter of comfort exists. 9 The company is not actually overindebted.

4 Dataasat31 Dec.2012 is available. 19 No disclosure in accordance with § 286 para. 3 clause 2 of the

9 Dataasat31 Dec.2013 is available. German Commercial Code.

o

Preliminary data as at 31 Dec.2014. !
Values in the financial statements in accordance with IAS/IFRS E

The company is not actually overindebted.
Equidity as defined in §§ 266 and 272 HGB of the German
Commercial Code less outstanding contributions.
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Responsibility Statement

We declare that to the best of our knowledge and in
accordance with accounting principles applicable,
the annual financial statements provide a true and
fair view of the net assets, the financial position
and the results of operations of Norddeutsche

Landesbank Girozentrale and that the manage-

ment report presents a true and fair view of the
development of business including the operating
result and the state of the landesbank and also
describes the crucial risks and rewards of the prob-

able development of the landesbank.

Hanover/Braunschweig / Magdeburg, 10 March 2015

Norddeutsche Landesbank Girozentrale

The Managing Board

Dr. Dunkel Brouzi Schulz

Forst Dr. Holm Burkle



Auditor’s Report

“We have audited the annual financial statements,
consisting of the balance sheet, income statement
and notes, taking into account the accounting and
the management report of Norddeutsche Landes-
bank - Girozentrale —, Hannover, Braunschweig
and Magdeburg (NORD/LB) for the financial year
from 1 January to 31 December 2014. Under Ger-
man commercial law, NORD/LB’s Managing Board
is responsible for the accounting and preparing
the annual financial -statements and management
report. Our responsibility is to express an opinion
on the annual financial statements including the
accounting and the management report based on

our audit.

We conducted our audit of the annual financial
statements in accordance with §317 of the German
Commercial Code (HGB) and the generally
accepted German standards for the audit of finan-
cial statements promulgated by the Institut der
Wirtschaftspriifer (Institute of Public Auditors in
Germany) (IDW). These standards require that we
plan and conduct the audit such that misstate-
ments materially affecting the presentation of the
assets, financial and earnings position in the
annual financial statements taking into account
generally accepted accounting principles and in
the management report are detected with reasona-

ble assurance. Knowledge of the business activi-

Other Information Auditor's Report

ties and the economic and legal environment of
NORD/LB and expectations as to possible misstate-
ments are taken into account in the determination
of audit procedures. The effectiveness of the
accounting-related internal control system and the
evidence supporting the information in the
accounting, annual financial statements manage-
ment report are examined primarily on a test basis
within the framework of the audit. The audit
includes assessing the accounting principles used
and significant estimates made by the Managing
Board, as well as evaluating the overall presenta-
tion of the annual financial statements and the
management report. We believe that our audit

provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit,
the annual financial statements comply with the
legal regulations and taking into account generally
accepted accounting principles give a true and fair
view of the assets, financial and earnings position
of NORD/LB in accordance with these require-
ments. The management report is consistent with
the annual financial statements and overall pro-
vides an accurate view of the position of NORD/LB
and accurately presents the opportunities and

risks concerning future development.”

Hannover, 11 March 2015

KPMG AG
Wirtschaftsprifungsgesellschaft

Ufer
Wirtschaftspriifer

[German Public Auditor]

Leitz
Wirtschaftspriifer

[German Public Auditor]
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Report of the Supervisory Board

The Managing Board of the bank regularly
informed the Supervisory Board and the commit-
tees set up by the Supervisory Board on business
developments and on the position of NORD/LB A6R
and the Group. The Supervisory Board and its com-
mittees adopted resolutions on business matters
presented to them and on other issues requiring
decisions by these executive bodies in accordance
with the statues and regulations relating to these

articles.

The Supervisory Board also looked closely at
NORD/LB A6R’s business and risk policy. Funda-
mental issues concerning business policy and
operational areas were discussed in detail in sev-
eral meetings. The Supervisory Board also dealt
with the bank’s Sustainability and Refinancing
Strategy.

The annual financial statements and the consoli-
dated financial statements of NORD/LB for the
financial year 2014 were audited by KPMG AG
Wirtschaftsprifungsgesellschaft who issued an
unqualified audit opinion. The auditors also took
part in the meeting of the Supervisory Board to
discuss the annual financial statements, which
was held on 22 April 2015, and reported on their
findings of their audit.

The Supervisory Board has approved the results of
the audit carried out by the auditors; the results
of a conclusive examination carried out by the
Supervisory Board did not give any cause for objec-
tions. In its meeting on 22 April 2015 the Supervi-
sory Board adopted NORD/LB A6R’s annual finan-
cial statements for 2014 and approved the consoli-
dated financial statements for 2014. The Super-
visory Board also recommended to the Owners’
Meeting the appropriation of profit and the ratifi-

cation of the actions of the Managing Board.

The following have left the Supervisory Board:
On 30 June 2014 Mr. Martin Kind

The following were appointed to the Supervisory
Board:

On 1 July 2014 Dr. Elke Eller

The Supervisory Board would like to thank the
Managing Board for its cooperation based on
mutual trust, and the bank’s employees for the

work they have carried out in 2014.

Hanover/Braunschweig/ Magdeburg
April 2015

Peter-Jiirgen Schneider

Minister of Finance

State of Lower Saxony



Report of the Owners’ Meeting

In the year under review the Owners’ Meeting per-
formed the duties assigned to it by the state treaty
and by the statues. The Owners’ Meeting agreed the
appropriation of profit as proposed by the Supervi-
sory Board and ratified the actions of the Manag-
ing Board and the Supervisory Board.

Furthermore, the Owners’ Meeting decided on

capital measures for 2015 in its meetings in 2014.

Other Information Report of the Owners’ Meeting

The following left the Owners’ Meeting
On 26 October 2014
On 31 December 2014

Harri Reiche

Jurgen Kiehne

The following were appointed to the
Owners’ Meeting:
On 27 October 2014
On 1 January 2015

Frank Bannert
Norbert Dierkes

The Owners’ Meeting thanks the Supervisory
Board, the Managing Board and the bank’s employ-
ees for their work.

Hanover/Braunschweig/Magdeburg
April 2015

Thomas Mang

President

Association of Savings Banks in Lower Saxony
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