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This is where we raise

entire generations, where
we give opportunities
for learning, growth and
prosperity, where we
develop the healthy and
responsible members of
society. This is where we
build on the future of our
home court.




Our dedication to sustainability extends through all
markets in the Southeast Europe region where NLB

Group operates. This region is our home. We confribute

to its development by supporting economic growth,
social welfare and environmental care. To this end,
we pursue our policies and initiatives within three
sustainability pillars: sustainable finance, sustainable
operations and contribution to society.

We are taking an integrated approach to foster
sustainable and dynamic diversification of industries
in the SEE region. Our sustainability strategy focuses
on driving sustainable finance initiatives, promoting
responsible banking practices, supporting industrial
restructuring, and promoting green initiatives
across various sectors. Our dedication to sustainable
development is evident in our commitment to
decarbonise our lending and investment portfolio
by 2050 or sooner, provided in our NLB Group Net
Zero Disclosure Report. However, we are primarily
focusing on ourselves and therefore substantially
reducing emissions from our own operations.

By leveraging our resources and by understanding
that achieving sustainable growth requires collective
efforts, we collaborate with various stakeholders

with the aim to address the barriers hindering the
green transformation of the region’s economies,
and to empower them for taking part in this process.
We believe that a regional sustainable industrial
policy initiative can provide a valuable framework

Statement of the CEO

At NLB Group, sustainability is at the heart of our mission to co-create a future in which economic growth, social

well-being and environmental stewardship thrive in harmony. | am proud to present the NLB Group Sustainability

Report 2023, demonstrating our commitment to driving positive change and sustainability across all aspects of

our operations. This report outlines our progress towards achieving the net zero and other sustainability-related
targets, together with the strategies we have adopted to tackle the pressing environmental and social challenges.

for fostering industrial upgrading and addressing
challenges associated with availability of technology
and resources.

Social well-being and environmental care are
intrinsically interconnected. The well-being of

society depends to large extent on the health of the
environment and the availability of natural resources.
Similarly, environmental sustainability will thrive only

if communities and societies are well-equipped and
empowered to support it. Therefore, comprehensive
social well-being lies at the core of NLB Group’s
sustainability agenda. We strive for inclusivity,
education, and community empowerment. NLB
Group’s programmes and partnerships address social
issues, improving the quality of life for individuals

and communities across the region. By uplifting
marginalised groups, promoting education initiatives
and supporting community development projects,
NLB Group actively contfributes to a more equitable and
prosperous society.

In addition, we also recognise the importance of
supporting wider socio-economic development
initiatives aligned with the United Nations’ Sustainable
Development Goals (SDGs) and the Paris Climate
Agreement. We are dedicated to integratfing these
goals into our strategic frameworks and policy
measures, aiming fo contribute fo the overall well-being
and inclusive growth in the region where we operate.
NLB Group is proud to be the first bank in Slovenia to

sign the Global UN Principles for Responsible Banking.

This commitment further solidifies our role and
responsibility in shaping a sustainable future not only
in Slovenia but also in the broader Southeast Europe
region. Looking ahead, we will continue fo innovate
and invest in environmental and social projects, and
further embed sustainability intfo our core business
strategies and decision-making processes. We also
pledge to enhance our reporting practices, ensuring
transparency and accountability in measuring our
sustainability performance and progress.

In conclusion, NLB Group remains steadfast in its
commitment to sustainability. Collaboration and
continued efforts for the common good are key to
achieving global sustainability. Therefore, we invite
stakeholders, partners and the community to join
us in our sustainability journey, as together, we
can create a more sustainable and resilient
future—for us all.

Sincerely,

rd'i

Blaz Brodnjak
CEO
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Key Highlights 2023

Environmental

We are focused on our journey to transition all operational and
attributable GHG emissions from our lending and investment portfolios
to align with pathways to net-zero by 2050, or sooner.

and sefting portfolio
decarbonization
tfargets for the first
four sectors

of financed emissions

of operational emissions

of new sustainable financing, supporting
the green transformation of our clients

annual reduction of operational
emissions

Socigl

We contribute to a thriving society through responsible stakeholder engagement.

increase of employee engagement
(+ 27 p.p. vs. baseline year 2015)

increase in Net Promotor Score (NPS)

issuance of NLB'’s inaugural green bond

of carbon-free electricity in own
premises in NLB and NLB Komercijalna
banka, and 62% at NLB Group level

net asset value in two sub-funds which
promote environmental and social
characteristics

reduction of electric energy
consumption at NLB Group level

total hours or 43.65 hours or 7.2 days
of training per employee (increased by
94% vs 2022: 22.4 hours)

employees actively engaged in the
Group-wide awareness-building
Sustainability Festival

Severdl initiatives
fO

of clients,
young people,
and seniors were
executed Group wide

donation to all markets in the region

donated to mitigate the negative impacts
of floods in Slovenia

Notes:

(1) Operational emissions include data of 20 material
NLB CGroup members, Scope 1, Scope 2, and limited
Scope 3 — without Category 15.

(2) Financed emissions (Category 15) include Scope 1,
Scope 2, and Scope 3.
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Key Highlights 2023

CGovernance

We are committed to the highest level of corporate
and sustainability governance standards.

1 6 ® o (low risk)

by Sustainalytics ESG Risk rating
(improved by 1.7 points)

1,572....

or 0,99 hours/employee of
sustainability related training (increased
by 420% vs 2022:1,452)

5 60/ O .vomen ras:n':;zment was

in all management positions in NLB
Group (as high as in 2022) fur—rher Upg rOded

Strengthened
governance
framework

with upgraded
Sustainability Policy
and ofher internal
documents

40%.....

in the NLB Supervisory Board

Nofte:
(1) All data in Key Highlights to NLB Group (NLB and 6 subsidiaries banks) and year 2023, if notf stated otherwise.

NLB Group has seen o
confinuous Improvement
in its ESG Risk Rating

The Group’s effort and progress on its sustainability journey are recognised by
Sustainalytics, one of the world’s leading independent ESG research, ratings and data
firms. In 2022, the Group received its first ESG Risk Rating, becoming the first bank with
headquarters and exclusive strategic interest in SEE to obtain this rating, as well as the
first among companies listed on the Ljubljana Stock Exchange.

In 2023, the Group recorded a 1.7-point improvement to achieve an overall ESG Risk
Rating of 16.0 points, placing the Group in the ‘Low Risk’ category. Thus, the Group is
ranked in the top 13% of all banks assessed by Sustainalytics. Sustainalytics rated the
Group’s ESG exposure as ‘medium’, similar to the subindustry average, and noted overall
management of material ESG issues as ‘strong’. Risk is negligible in Business Ethics and
low in Data Privacy and Security, Product Governance, Corporate Governance, Human
Capital and ESG Integration Financials. Furthermore, Sustainalytics found that no event
occurredinthe Group orits operations that would have a negative impact on stakeholders,
operations or the environment.

ESG Risk Rating History

SEVERE
40+

HIGH
30-40

16.0

LOWRISK

2023

MED
20-30
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About this Report

The NLB Group Sustainability Report 2023 refers

to the Management Board statement on the non-
financial report, which is included in the Annual
Report, and is prepared in accordance with Article 56
and in conjunction with Article 70¢ of the Companies
Act. Applying this regulation, and in line with NLB
Group’s ambition to lead sustainability in the region,
this document represents the Group’s consolidated
report on non-financial operation.

Furthermore, the report discloses information
based on the following legal bases, requirements,
recommendations and reporting frameworks:

EU Taxonomy: Regulation (EU) 2020/852 establishing
a framework for the promotion of sustainable
investments and the delegated acts adopted under
this Regulation.

Requirements and recommendations of regulatory
authorities: Bank of Slovenia (BS), Securities Market
Agency (SMA).

United Nations Principles for Responsible Banking
(UN-PRB United Nations Principle for Responsible
Banking).

ECB Guide on Climate and Environmental Risks.
European Commission’s Guidelines on Non-Financial
Reporting.?

Recommendations of the Task Force on Climate-
Related Financial Disclosures (TCFD) in reference

to the requirements and recommendations of the
Financial Conduct Authority (FCA).

International reporting standards (Global Reporting
Initiative - GRI 2, 2021).

1 Guide on climate-related and environmental risks; Supervisory
expectations relating fo risk management and disclosure (November
2020), European Central Bank, Banking Supervision.

2 Guidelines on non-financial reporting: Supplement on reporting
climate-related informartion (2019/C 209/01), (June 2019), European
Commission

The report provides
comprehensive
informartion on
sustainability

IN NLB Group.

The consolidated report enables interested parties to
understand the material dimensions of NLB Group’s
development, performance, position and the impact of
its activities. The report includes, within the overview
of the Group’s sustainability pillars, information on
environmental, social and personnel issues, respect of
human rights and issues regarding the fight against
corruption and bribery, and other sustainability
matters. The report describes the Group’s business
model, performance of material due diligence
procedures, main risks and opportunities that stem
from sustainability matters, key policies and activities
that address them, as well as related results and key
non-financial indicators.

As a rule, the Sustainability Report discloses
sustainability-related data on NLB as the parent bank,
headquartered in Slovenia, and six subsidiary banks

in Serbia, Bosnia and Herzegovina, North Macedonia,
Kosovo, Montenegro. Altogether, the banks account for
as much as 95% according to the number of employees
in NLB Group and more than 99% according to its
client base. Therefore, we consider the consolidated

disclosures focused on the banks represent a relevant
and appropriate overview for the whole NLB Group.
Nevertheless, the scope of this report goes beyond the
banking members of NLB Group, as follows:
In line with our direction towards comprehensive
reporting related to all financial core members of
NLB Group, this report also includes limited scope of
sustainability-related disclosures of NLB Skladi, asset
management company in Slovenia, which is bound
by Regulation 2019/2088 on sustainability-related
disclosures in the financial services sector (SFDR)
and its amendments and additions. NLB Skladi
complies with this regulation and its amendments
and additions both at company level (with its
remuneration policy) and at the level of the provision
of services/products. The report also includes limited
scope of sustainability-related disclosures of the
leasing company NLB Lease&Go in Slovenia and its
subsidiaries in Serbia and Macedonia.
To assess all relevant drivers of NLB Group’s
operational emissions, the carbon footprint
calculation (Scope 1, Scope 2, and limited Scope 3,
excluding Category 15) included 20°* Group members
(financial and non-financial core members),
whose operations have a significant and material
environmental impact.

3 Operational carbon foofprint included 20 NLB Group members:
NLB d.d., NLB Banka a.d., Skopje; NLB Banka a.d., Podgorica; NLB
Banka a.d., Banja Luka; NLB Banka sh.a., Pristina; NLB Banka
d.d., Sarajevo; NLB Komercijalna Banka a.d., Beograd; KomBank
Invest a.d., Beograd; NLB Srbija d.o.o., Beograd; NLB Crna Gora,
d.o.0., Podgorica; NLB Skladi d.o.o, Ljubljana; NLB Lease&Go d.o.o.,
Ljubljana; NLB Lease&Co Skopje; NLB Lease&Go Leasing Beograd:;
REAM d.o.0., Beograd; REAM d.o.o., Podgorica; S-REAM d.o.0.,
Ljubljana; NLB Zavod za upravljanje kulturne dediscine, Ljubljana;
NLB DiglT, d.o.o., Beograd; Bankart d.o.o., Ljubljana
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As anissuer on London Stock Exchange, NLB discloses
climate-related financial information for the second
time in reference to, but not fully in compliance with,
the TCFD recommendations regarding (1) governance,
(2) business strategy, (3) risk management, (4) metrics
and targets. In comparison with the previous report,
additional information is disclosed, in line with the

first NLB Group Net-Zero Disclosure report, including
targets for reducing NLB Group’s financed emissions
and our strategic directions towards transitioning

the operational and attributable GHG emissions

from lending and investment portfolios to align with
pathways consistent with achieving net zero by 2050 or
sooner.

Further work is underway to enhance the identification,
management and reporting of climate-related risks
and opportunities with respect to the TCFD framework.
In 2024, our aim is to provide CSRD readiness and
align sustainability disclosures with the European
Sustainability Reporting Standards (ESRS) by
conducting the new double materiality analysis and
further improving and automating the data collecting
process. We also monitor other relevant reporting
frameworks, such as sustainability-related financial
standards IFRS S1 and S2 and the Taskforce on Nature-
related Financial Disclosures (TNFD), and we aim to
gradually integrate them into our reporting.

Ongoing effortfs are
being made to Improve
the identification,
management, and
reporting ESG

impacts, risks, and
opportunities.

The report follows
legislation, GRI and
TCFD; in 2024 NLB
Group will fully report
by ESRS.

NLB Group presents its sustainability report on an
annual basis. The reporting period of the NLB Group
Sustainability Report 2023 is 1 January 2023 - 31
December 2023. Two restatements to the previous
reporting period (1 January 2022 - 31 December 2022)
have been performed: increasing the green lending
targets by 2050 (see the Chapter Sustainable Finance
and ESG Risk Management, and minor changes in
operational carbon footprint calculations due to
methodological improvements (see the Chapter NLB
Group’s environmental impact).

The NLB Group Sustainability Report 2023 is not
subject to external assurance. It has been adopted by
the Management Board and the Supervisory Board

of NLB. The operational carbon footprint of NLB
Group was verified by the external and independent
institution, Jozef Stefan Institute (Energy Efficiency
Centre). The report was adopted by the Management
Board and the Supervisory Board of NLB d.d. Both
management bodies also adopted other sustainability-
related reports to which this report is referenced (Pillar
3 Disclosures, sustainability-related chaptersin NLB
Group Annual Report, published at https://www.nlb.si/
financial-reports).

The report is published on the NLB website (www.nlb.
si/sustainability), on the Ljubljana Stock Exchange’s
SEOnet system (seonet.ljse.si), on the websites of the
Agency of the Republic of Slovenia for Public Legal
Records and Related Services (AJPES) and on the
London Stock Exchange (LSE), at the same time as the
NLB Group Annual Report 2023.

» For more information on the report, please contact:
sustainability@nlb.si.
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NLB Group at a Glance

NLB Group, headquartered in Ljubljana, is the largest
banking and financial group in Slovenia with a
strategic focus on Southeast Europe (“SEE”), covering
markets of over 17 million people.

At the end of 2023, the Group comprised 30 members:
- financial core members: NLB as a parent bank and
six subsidiary banks in five countries in Southeast

Europe (Serbia, Bosnia and Herzegovina, North
Macedonia, Kosovo, Montenegro), leasing companies
and asset management companies,

- non-financial core members: real estate
management companies and other non-financial
companies

- non-core members: companies in a wind-down
process or companies considered non-strategic for
NLB Group.

» For further details on the organisational structure of
the NLB Group, including a description of the internal
governance arrangements, please refer to the Group’s
webpage.

Key NLB Group performance highlights in 2023

Total assets Total capital

25942 3109

million million

Total operating income

1,093

million

Nova Ljubljanska banka d.d.,
Ljubljana
o

Number of active clients

more than

2.8

million

Reputable employer with

7,982

employees

7 banks with

418

branches
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Business strategy
and vision

NLB Group’s vision is to take care of the financial needs
of its customers and improve the quality of life in its
home region, Southeast Europe.

The Group’s medium-term strategy includes focusing
on protecting and strengthening its market position

in its home region, actively participating in the growth
and consolidation of the market, and promoting the
environmental, social and governance (ESG) agenda.
Digitalisation, client centricity and cost efficiency
remain some of the key strategic orientations to ensure
delivery of the Group’s vision.

Figure 1: NLB Group strategic focus

Accelerating the development of the SEE region Digitalizing distribution channels
Promoting the ESG agenda Adding new financial solutions as per clients’ needs
Supporting stability of the banking sector Offering strong customer support

Be
a regional
champion

Monetise
opportunities
and synergies

Growing client market share Finding inorganic expansion opportunilties
Creating value for shareholders Establishing horizontally diversified businesses
Offering a great place to work Continuing strategic transformation

» To find out more about NLB Group, its strategy, key performance indicators, and the macroeconomic and the
regulatory environment, please refer to the NLB Group Annual Report 2023.
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NLB Group values

Ol
1

We are ambitious, curious people
who want to learn continuously. We

are skilled professionals and effective

communicators.

- We are honest speakers and active

listeners

- We acquire and share knowledge

- We are persistent in striving for
confinuous improvement

- We support each other to learn and
improve

- We act together towards common
purpose

© © 0 0 0 0 0 00000000 00000000000 0000000000000 0000000000000 0000000000000 0000000 0000000000000 0000000000000 00

We understand our clients and colleagues,
and continuously innovate to enhance their
experience. We drive and embrace the changes.

- We are looking everything through
digital eyes

- We are always going one step further

- We are respecting our agreements
and promises

- We are proposing innovative and simplified
improvements.

- We ask for empowerment and take
responsibility

© © 0 0 0 0 0 00000000 00000000000 0000000000000 0000000000000 0000000000000 0000000 0000000000000 0000000000000 00

We are changing ourselves
to improve the quality of life
in our home region.

- We are advocating and applying
sustainable practices

- We show inferest and understanding
for one another

- We personally lead the change

- We take care of our personal impact
on environment

- We look for opportunity in
every challenge
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Engagement with
professional and
business associations

To strengthen and manifest our commitment to the
sustainable, green and just transition, NLB Group

has voluntarily decided over the years to join and
adhere to key international initiatives, principles,
recommendations and associations in sustainability-
related areas. Furthermore, the Group members in
the region frequently take part in local institutions and
initiatives as active members, supporters or active
participants in expert discussion groups, meetings

Figure 2: Key memberships and collaborations

SUSTAIMABLE UN Sustainable Development
DEVELDPMENT

GOALS Goals

UNEP FI Principles for Responsible
Banking

net-Tern . .
%dlmi UNEP FI Net-Zero Banking Alliance

European Banking Federation -

Sustainable Finance Expert Group,
f“:‘ a representative af the European
&

. Banking Federation’s Chief
Sustainability Officers Roundtable

Slovenian Banking Association

o , - Sustainable Finance Working
Group
#My .iowwe AmCham Slovenia - Commission

for Sustainable Growth

and webinars. Through these activities, the Group is
actively engaged in strategic discussions about the
role and benefits of sustainability and the urgency of
the transition in the social and economic environment.
For example, as a member of the Slovenian and
European Banking Association, NLB also actively
participates in regulatory framework developments.
Most importantly, such collaborations strengthen
capacities for NLB Group’s green transition, enhance
knowledge and experience sharing, which we embed
in our daily operation, and co-create future activities to
achieve local, regional and global sustainability goals.

@ EBRD Women in Business
Fursqism Hank Programme

= ST

@ .m;:u,.;;, Global Reporting Initiative

]

AMIGA = Multilateral Investment Guarantee

Agency

C = R - Sustainable Business Network
- Slovenia

i

Bled School of Management

Chapter Zero Slovenia

» To explore more about NLB Group, its strategy, key performance indicators, the macroeconomic and the regulatory
environment in the Group’s region, and key events, please refer to the NLB Group Annual Report 2023.

Awards and
recognitions

In 2023, several NLB Group banking members received
notable awards for their sustainability-related
contributions:

NLB

- ESG finalist (by Finance, the leading national financial
magazine)

- Top Employer in 2023 for the 8™ consecutive year
(Dutch Top Employer Institute)

- Two Best Employer Brand Awards in the categories
of banking and the integration of corporate and
employer brands

- Best indoor experience in 2023, and the title of
Alzheimer Friendly Spot for Bankarium, the only
financial museum in Slovenia

NLB Komercijalna Banka, Beograd

- The first certified family-friendly bank in Serbia

- Awards for socially responsible campaigns - “NLB
Organic” and “Support Framework”

NLB Banka, Skopje
- The national award for demonstrated humanity and
solidarity

NLB Banka Banja Luka

- Golden Bam award for ,Innovation“ in the banking
sector as the first bank (together with NLB Sarajevo)
for Google Pay launch in Bosnia and Herzegovina

NLB Banka Sarajevo

- Golden BAM award for the Total ESG Effect category,

- Awards for the best digital socially responsible
campaign “The Healing Horse” and “Go Green Star”

NLB Banka, Prishtina

- Employer of the year (Kosovo Chamber of Commerce)

- “Friend of Children” award in recognition of its
significant contributions to child protection effortsin
Kosovo

NLB Banka, Podgorica
- The best ESG and socially responsible bank in
Montenegro
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Sustainability
evolution journey

NLB Group’s sustainability journey focuses on tackling
environmental, social and governance considerations,
aiming to one goal — to empower us and our
stakeholders for a successful transition to a low-
carbon, inclusive, just and sustainable future.

Corporate responsibility and other sustainability
elements have been part of NLB Group since very
beginning of its operations. In 2020, the Bank faced the
biggest strategic milestone when it became a signatory
to the UN PRB (and UNEP FI member). Through the
Principles, the Bank and its Group members take
decisive action to align its core strategy, decision-
making, lending and investing with the UN Sustainable
Development Goals.

Based on these principles and to ensure successful
management of the environmental, social, economic
and governance challenges, as well as identifying
business opportunities, the NLB Group Sustainability
Programme was adopted in 2020. In 2021 the
programme evolved into the comprehensive NLB
Group Sustainability Framework (nlb-sustainability-
framework.pdf), the mandatory framework for all core
members of NLB Group in the region.

NLB Group is the

only signatory fo the
UNEP FI Principles for
responsible banking
in Slovenia.

Another important step in realising the Sustainability
Framework agenda in NLB Group was development
and implementation of the Environmental and Social
Management System (ESMS) in 2021. The ESMS is a part
of a comprehensive risk management system within
NLB Group. It is developed with the aim fo improve the
Bank’s environmental, social and governance (ESG) risk
management capacity in the financing process, and to
reduce credit and liability risks arising from ESG issues.
The implementation of the ESMS is a part of signed
agreements with NLB’s shareholder European Bank

for Reconstruction and Development (EBRD) and with
the Multilateral Investment Guarantee Agency (MIGA),
which brought contractual obligations fo NLB Group
related to the implementation of sustainability-related
requirements.

Sustainability in NLB
GCroup has made
significant progress
since 2020.

NLB Group made additional steps in its sustainability
evolution journey in 2022 by joining the UNEP FI Net-
Zero Banking Alliance (NZBA), which aims to harmonise
credit and investment portfolios by reaching net-zero
emissions by 2050 or earlier.

In 2023, the first NLB Group Net-Zero disclosure report
was published, aligned with NZBA methodology and
reaffirming our commitment to achieving net zero by
setting targets for reducing its financed emissions and
maintaining a coal exclusion policy. The report provides
a comprehensive overview of our efforts and progress
towards transitioning the operational and attributable
GHG emissions from lending and investment portfolios
to align with pathways consistent with achieving net
zero by 2050 or sooner. Another key milestone was
issuing senior green bonds with a benchmark nominal
value of EUR 500 million, to be granted within 36
months of issuance. The Group also the improved
sustainability governance framework by adopting the
new NLB Group Sustainability Policy, with the rulebook
for harmonised sustainability management across the
Group, which upgraded the previous Sustainability

Framework. The policy demonstrates the commitment
to our sustainability mission, which is leading by
example, improving quality of life and contributing to a
sustainable economy and society.

Throughout its sustainability journey, NLB Group

kept our focus on strengthening the understanding

of sustainability among our employees and clients in
the region, as we firmly believe that commitment and
engagement with our key stakeholders pave the way
to achieving our sustainability targets. Despite its clear
ambition and action to mitigate sustainability risks,
the finance sector’s role, including the Group, has its
limitations. Climate action, as well as positive changes
in business and society, necessitate collective efforts.
It is also imperative for the clients to take action, while
governments should provide the necessary guidance
and direction through dedicated policies to achieve
net-zero goals by 2050. Therefore, the NLB Group will
continue to engage stakeholders, build partnerships
and contribute to discussions on further improving
sustainability-related regulations and supporting the
environment.

Positive changes in
business and society
needs collective efforts
of all stakeholders.
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https://www.nlb.si/nlb/nlb-portal/eng/sustainability/nlb-group-netzero-disclosure

Overview of key milestones

- Basic reporting practice: CSR/

- NLB adhered to the UN

2

Until 2020 2021

NLB Group Sustainability
Programme anchored
sustainable operations af
various levels within the Group
- Comprehensive NLB Group
Sustainability Framework

Ad hoc management of
sustainability-related matters in
respective organisational units in
NLB Group

Non-financial report published
as a stand-alone document, with
included GRI standards

prepared

Sustainable Development Goals

- 24 NLB Group Sustainability
Report; additional reporting
frameworks included: (UN PRB,
EU Taxonomy)

2022

- NLB joined the UNEP FI Net-Zero
Banking Alliance (NZBA) as the
first bank from Slovenia

- 39 NLB Group Sustainability
Report; additional framework
included: TCFD (in reference to)

- 24 NLB Group Operational
Carbon Footprint Report
prepared and externally verified

- NLB Group received its first ESG
rating by Sustainalytics

- 1" NLB Group Operational
Carbon Footprint Report
prepared and externally verified

020

NLB was the first bank from Slovenia to join the UNEP
FI Principles for Responsible Banking

- NLB Group Sustainability Programme as a Group-

wide initiative prepared, and implementation of
sustainability in the business model started

- 1*"NLB Group Sustainability Report with a clear focus

on ESGC factors published

- Corporate governance of the Bank is enhanced as

sustainability is anchored at different levels within
the Bank (Management Board, Supervisory Board
and Group level, as well as Business & Country level),
guaranteeing that it receives attention from the
highest decision-making bodies while also being
broadly integrated in our daily operations

2

023

Comprehensive NLB Group Sustainability Policy and
Standard Rulebook for sustainability management
adopted and published on www.nlb.si

- 15"NLB Group Net-Zero disclosure report (NZBA),

defining the first priority sectors in the portfolio
decarbonisation strategy

- NLB issued its first senior green bonds
- 4™ NLB Group Sustainability Report; upgraded with

outline of the net-zero strategy to decarbonise the
lending portfolio and operations, and initial green
asset ratio (GAR)

- 39 NLB Group Operational Carbon Footprint Report

prepared and externally verified

- NLB Group improved ESG Risk Rating by

Sustainalytics for 1.7 points to0 16.0 (low risk)

Outlook
for
2024

Outlook for 2024

- Fortify the implementation of the UNEP

Fl Principles for Responsible Banking in
our business model and upgrade targets
in our priority impact areas.

- Further developing and implementing

a comprehensive NLB Group Climate
strategy, including pathways to
decarbonise the Group’s portfolio and
operations by 2050.

- Financing a sustainable transition of

the Group corporate and retail clients

in line with our net-zero commitment by
providing them with sustainable banking,
leasing and asset management products.

- Implementing the newly infroduced

sustainability-related governance
framework across the NLB Group.

- Providing CSRD readiness and aligning

sustainability disclosures with the
forthcoming new directive and European
Sustainability Reporting Standards ESRS
by conducting the new double materiality
analysis and further improving and
automating the data collecting process.
In addition, we will continue to integrate
other relevant reporting frameworks,
such as IFRS S1/S2 (where TCFD was
tfransposed in October 2023) and

keep following the implications of the
Taskforce on Nature-related Financial
Disclosures (TNFD) proposal.

- Identifying and mitigating ESG risks

and pursuing opportunities stemming
from lending or investment portfolios and
business relations with key stakeholders,
while following ECB and EBA guidelines.

- Further commitment to building

sustainability-related awareness,
culture and capacity in all NLB Group
members.

- Exploring possibilities to influence and

further strengthen our value chain in
terms of sustainable practices.
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Medals are
nof made
of gold,
but of
practice
and hard
work.

Sustainability strategy

Through the dynamic and fast-paced
nature of table tennis, the young learn to adapt
and innovate, embracing hard work as a catalyst for progress.
The same resonates within NLB Group sustainability strategy, where we navigate an
everchaning landscape by continuously learning, taking action, and moving forward.



Sustainability Strategy

NLB Group records sustainable financial performance and actively pursues its sustainable mission: to lead by
example in improving the quality of life, and contributing to a sustainable economy and society in the region.

To this end, the Group has set three sustainability pillars and clear objectives for each pillar. These are delivered
through our dedication to international commitments, a double materiality perspective, stakeholder engagement,
high corporate governance standards and strong sustainability governance and culture.

Sustainability
Mission

Sustainability
Objectives

Leading by example
Improving quality of life
Contributing to a sustainable economy and society

Sustainable financial performance
+ adding value for stakeholders
+ successefuly manage ESG impact, risk and opportunities

Sustainability
Pillars

1 2/ ©

SUSTAINABLE SUSTAINABLE CONTRIBUTION
OPERATIONS FINANCE TO SOCIETY

3 ® )

NG N7

Commitments to global sustainability initiatives and goals

Comprehensive and efficient ESG stewardship, based on double materiality

Stakeholder engagement and inclusion, developing partnerships

High corporate governance standards, compliance, integrity and respecting human rights

Strong sustainability governance and culture
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Mission and objectives

The main mission of sustainability in NLB Group

is to improve the quality of life and contribute to a
sustainable economy and society, and to lead these
processes by example.

By implementing sustainability, NLB Group aims to

achieve three overarching objectives:

- to ensure the sustainable financial performance of
NLB Group, and af the same time

- to achieve added value for its key stakeholders
(clients, employees, suppliers, shareholders, etc.) by
considering ESG factors, and to

- to successfully manage ESG impacts, risks and
opportunities arising from these factors.

Overarching sustainability
drivers

To deliver on the Bank’s mission and objectives in all
three sustainability pillars, NLB Group embraces and
invests in five overarching underlying drivers:

- commitment to global sustainability initiatives and
goals, such as the UN Sustainable Development
Goals, UNEP FI - Principles for Responsible Banking,
and the Net-Zero Banking Alliance

- responsible engagement with key stakeholders
and their inclusion in business models and business
decisions

- high standards of corporate governance,
responsibility, compliance, ethics, and integrity in
everything we do

NLB Group sustainability pillars

SUSTAINABLE
o OPERATIONS %

SUSTAINABLE
o FINANCE %

General objectives:

- to decarbonise NLB Group’s own operations by
achieving net-zero operational emissions by 2050 or
sooner

- to ensure positive impacts and to minimise adverse

impacts of NLB Group’s own non-financial operations

on key stakeholders

- to identify and mitigate risks, and to pursue
opportunities stemming from business relations
with key stakeholders that might affect financial
operations of NLB Group or our stakeholders

» For a comprehensive list of all relevant sustainability-
related policies, please refer to Appendix 5.

General objectives:
- to align the lending and investment portfolio with
achieving net-zero emissions by 2050 or sooner

- to ensure a positive impact by financing a sustainable

transition (green and social)

- to identify and mitigate climate-related and other
ESG risks in relation to NLB Group’s lending or
investments

- to ensure responsible asset management

- comprehensive and efficient sustainability

stewardship through all three ESG pillars
(environmental, social and human rights, and
governance factors)

- building strong corporate governance and culture

with regard to sustainability matters

'3) CONTRIBUTION

0)
TO SOCIETY )

General objectives:
- to align each CSR activity with at least one UN

Sustainable Development Goal

- to create added value by focusing on genuine societal

needs and actively responding to these societal
needs with appropriate initiatives and partnerships,
in particular in the following areas:

- Care for NLB Group employees

- Financial literacy and mentoring

- Responsibility to the environment

.- Sustainable entrepreneurship

- Supporting professional and youth sports
- Culture and protection of cultural heritage
- Philanthropy
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Key sustainability KPIs and Targets'

NLB Group
KPI 2023 TARGET VALUE TARGET YEAR Susfainabilify
Sustainability Governance Report
. . . L . from 2023 °
ESG Risk Rating (Sustainalytics) in points 16.0 <16.0 onwards overv'ew
Pillar 1: Sustainable Operations Statement
. . . of the CEO
Operational emissions Scopes 1-3 (in tCO,) 19,421 net O 2050
Key Highlights
Paper consumption (No. of prints in thousands)? 73,433 65,343 2025 2023
Share of electricity from zero-carbon sources? 62% 75% 2030 About this
Report
Digital penetration (% of active digital users in total 50.4% 55% 2025
number of clients)? e 70% 2030 NLB Group
from 2023 at a Glance
O, O,
Employee engagement 50% >50% onwards
. from 2023
Training hours/employee 43.65 33 onwards Key
Pillar 2: Sustainable Finance Cha pters
Green lending to corporates (large, SME) - Sustainability
outstanding stock in EUR million* 331 1,370 2030
Strategy
Green lending fo micro and private individuals -
outstanding stock in EUR million* 229 528 2030 Climate (Net-Zero)
i - i i Strate
GCreen I'e'ndl?g total volume - outstanding stock in 560 1,898 2030 gy
EUR million
Governance
Total financed emissions Scopes1-3 (int CO,)*° 10,999,680 net O 2050 .
Responsible
Pillar 3: Contribution to Society Business Conduct
CSR which ib UN SDG | from 2023 and Respecting
which contributes to s goals o o rom .
(% of total CSR activities) 97% 100% onwards Human Rights
(1) All data refers to NLB Group banking members, except o) ESG Risk Rating, which refers to banking, asset management, and leasing operations in NLB Sustainable
Croup; b) Operational emissions Scope 1-3, without Category 15, which refers fo 20 NLB Group members, including banking, asset management in leasing Operations
companies.
(2)These targets refer also to UN PRB Impact Area Resource efficiency - Security. Within these impact areas, NLB Croup set two initial targets in 2021: 1. to i
decrease the number of paper prints in its operations until 2025 by 50% compared to 2019, 2. to reach 75% of electricity from zero-carbon sources. Sustainable

(3) This target refers also to UN PRB Impact Area Inclusive and healthy economies. The farget and progress data do not include NLB Komercijalna

Banka Beograd and N banka, as the target was set in 2021 before the merger of NLB Banka Beograd with Komercijalna banka Beograd in April

2022, now operated under NLB Komercijalna banka Beograd, and the acquisition of N banka in March 2022, which was merged with NLB d.d. in 2023.

Consequently, target and progress data were adjusted fo include a comprehensive view of NLB Group. Hence, 40.1% penetration value reported for 2022

was adjusted to 35.5%. Contribution

(4) Green lending classification refers fo the infernal methodology of NLB Group, which refers fo EU taxonomy, EBRD, MICA and Green Bond frameworks. To manage sus’rqinqbilify matters efficien’rly and

If a loan is mapped to either of these frameworks, it is considered a green loan. This target also refers to the UN PRB Impact Area Climate. \«/ithin this . to Society

impact area, the initially set target in 2021 was to generate at least EUR 785 million of sustainable corporate financing (new production) in line with EU comprehensively, NLB Group has set - up system for

faxonomy by 2023. In 2023, NLB infernally revised the target-setting process and adopted a new farget for impact area Climate in line with Net-Zero . . . . .

Disclosure Report, published at the end of 2023. Consequently, new targetfs were setf by 2030: sustainable(green) corporate financing EUR 1,370 million monitoring and dlSClOSIng key metrics to show results
in each sustainability pillar. In addition to metrics that

(outstanding stock) and sustainable (green) retail financing EUR 528 million

(5) For further information and breakdown of NLB Group GHGC financed emissions please refer to https://www.nlb.si/financial-reports-2023 . .
are presented in this Chapter, NLB Group enables
stakeholders comprehensive overview of other metrics

in Sustainability Data Library.

Finance and ESG

Other metrics Risk Management

Appendices

» For full list of metrics please refer to Sustainability
Data Library 2023 on the NLB website.


https://www.nlb.si/financial-reports-2023
https://www.nlb.si/sustainability
https://www.nlb.si/sustainability

Key internal acts with
a substantial focus on
sustainability matters

This section outlines key strategies and policies which
NLB Group has established in recent years and which
have a substantial focus on sustainability matters
and ESC risks. These internal acts are a part of the
robust governance and management framework NLB
Group has put in place to mitigate its environmental

and social impacts, including managing human
resources and respecting human rights. The internal
acts are prepared in line with national legislation,
European regulation and the highest standards in
sustainability management. The internal acts describe
procedures, guidelines, roles, responsibilities, risks and
opportunities related to specific areas of the Group’s
operations. By adhering to these internal acts, the
Group ensures the mitigation of sustainability-related
risks that refer to the respective business area. Internal
acts are regularly updated in line with the Group’s

commitments, regulatory changes, sustainability
developments and stakeholders’ expectations. The
Group will further develop internal acts to improve the
identification and mitigation of sustainability-related
risks in its internal operations and in relations with
counterparties.

» For a comprehensive overview of all relevant policies
mapped across environmental, social and governance
matters, please refer to Appendix 5: Overview of
sustainability—related policies in NLB Group.

RESULTS

Sustainability Policy

Policy on Respect for
Human Rights in NLB

Policy on Corruption
and Bribery
Prevention
Management of
Conflict of Interest

Management, demonstrates a clear top-down and bottom-up process for sustainability
governance, including climate change aspects, that extends from individual business units
and countries to the management bodies. The policy explains the three pillars of NLB Group
sustainability: sustainable operations, sustainable finance and contribution to society. It also
establishes overarching and forward-looking sustainability-related principles and objectives,
as well as governance and management rules and procedures, to integrate sustainability and
ESG factors in NLB Group’s business model and processes.

The policy describes the commitment of the Bank and the Group to respect human rights

in accordance with the highest international standards. The policy aims to systematically
monitor respect for human rights in all business areas, prevent human rights abuses in the
context of banking business and mitigate risks in this respect. The policy contributes to a
common understanding among employees of respecting human rights in relations with all
NLB Group stakeholders internally (employees) and externally (customers, suppliers and other
stakeholders).

This policy aims to establish an efficient management system, i.e. to prevent and manage
conflicts of interest, by regulating the system of rules and internal controls that will prevent
such circumstances or enable tfimely and effective reaction when a conflict of interest arises.

In their operations, NLB and other members of NLB Group are exposed to corruption risk, to
which NLB Group is exposed in connection to the risk of fraud, and geographical exposure.
This policy also regulates the rules and internal controls for corruption prevention and efficient
management of corruption risks.

POLICY DESCRIPTION Key achievements in 2023
Goals, risks and opportunities are described in respective
chapters as follows:
sustainability % @ 2 )
NLB Group Code The NLB Group Code of Conduct represents the values and fundamental principles of conduct, All NLB Group employees completed
of Conduct sets out the rules that every employee in NLB Group must understand and respect, and defines the annual training.
what is expected of each NLB Group employee. It also reflects the standards that are expected
in relationship to the Bank’s and the Group’s stakeholders. With this policy, employees have a Chapter: Responsible Business Conduct
common understanding of the fundamental principles of conduct on which the operations and
actions of NLB Group are based and respect them in their relations with all stakeholders. Thus,
the risk of unfair business practices, ethical violation, or unethical or immoral conduct, as well
as reputational risk, is mitigated.
The Code of Conduct is published on the NLB website: Code of Conduct (nlb.si)
NLB Group The Sustainability Policy, complemented with the Standard - Rulebook on Sustainability The comprehensive Sustainability

Policy and Standard - Rulebook were
adopted in 2023; implementation in
NLB Group will continue through 2024.

All NLB Group employees completed
the annual training.

Chapter: Sustainability Governance

All NLB Group employees completed
the annual training, which included
human rights topics.

Chapter: Respecting Human Rights

All NLB Group employees completed
the annual training.

Chapter: Responsible Business Conduct
/ Whistleblowing
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Pillar 1:
Sustainable
Operations

&

NG

Operational Risk
Management Policy

Human Resources
Development and
Organisation Strategy

Remuneration Policy
for Members of the
Supervisory Board
and Members of

the Management
Board in NLB

NLB and NLB Group
Policy on Remuneration
of Employees

NLB Group Carbon
Footprint Measurement
and Reporting Policy

NLB Group Sustainable
Car Fleet Management
and Company Car Policy

Standard — Procurement
in NLB Group Members

The policy is the master document regulating operational risk management in NLB, including ESG Risk. The
objective of the policy and operational risk management in general is to limit the scope of potential losses
and the probability of their occurrence to a level acceptable for the Bank or the Group from the aspect of
defining the risk appetite, and indirectly from the aspect of maintaining reputation.

The policy defines the basic areas and activities within NLB Group, in the field of human resources, education
and organisation. The policy is complemented with the Standards for the Human Resources Business Line in
NLB Group, the aim of which is to set up the standards of operation and harmonisation of operations in NLB
Group members.

In addition to this overarching policy, the Group has established several domain-specific policies which tackle
key human resources risks and opportunities in specific domains, such as talent management and retention,
training and development, prevention of mobbing and harassment, diversity, family friendly measures,
remuneration and others

The process to update the Human Resources Strategy started in 2023, and will be completed in 2024.

The policy defines the remuneration of members of the Management Board or the Supervisory Board of

NLB and the process of awarding and disbursing variable remuneration. As part of the remuneration policy,
the sustainability related KPIs are integrated in the target-setting and performance assessment of the
Management Board, with targets being cascaded to respective competence lines and NLB Group members.

The policy represents a framework that applies to all employees in the Bank and the Group. With the aim of
prudent and effective risk management, the policy provides clear guidelines for the prudent remuneration
of all employees in accordance with relevant regulations and documents. The policy harmonises a unified
performance management system and remuneration in NLB Group and thus mitigates the risk of non-
compliance with the requirements of the Banking Act and the EBA guidelines.

The policy defines the measurement, management and reporting of NLB Group’s performance regarding
CO, emissions from its operations. The main objective is to measure the Group’s own carbon footprint (Scope
1, Scope 2, Scope 3 - limited, without Category 15) and to mitigate carbon-footprint-related risks, and to take
action towards operational net zero by 2050.

The policy supports the Group’s ambition in ensuring the measuring and lowering of its operational carbon
footprint. The policy aims to reduce environmental impacts and mitigate environmental risks in everyday
business mobility within the Group.

The standard defines the main principles in the purchasing process within the Bank and the Group. Its
purpose is to ensure a uniform and transparent procurement procedure, including the minimum principles of
ethical, social and environmental conduct NLB Group expects from all its suppliers.

Chapter: ESG Risk Management

Chapter: Sustainable Employee
Relations

For a description of all HR-
related policies, see Appendix 5.

Chapter: Sustainability
Governance/Remuneration and
Integration of ESG goals

Chapter: Sustainable Employee
Relations/Remuneration

Chapter: Sustainable Operations
/ NLB Group’s Operational
Environmental Impact

Chapter: Sustainable Operations
/ NLB Group’s operational
environmental impact

Chapter: Sustainable
Procurement
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Pillar 2:
Sustainable
Finance

&

NLB Group Risk Strategy

NLB Group Risk
Appetite Statement

NLB and NLB Group
Lending Policy

Environmental and
Social Transaction
Policy Framework in
NLB and NLB Group

The strategy defines strategic risk orientations and constraints NLB Group has to follow while running its
regular business activities following the Business Strategy, Risk Appetite, Capital Management and Budget
and Financial projections of the Group. The main purpose of the Risk Strategy to define key content risk
principles with the purpose of achieving the Group’s mid-term strategic objectives. It represents the main
cornerstone of the NLB Group Business Strategy.

The statement (strategy) defines the general principles for risk-taking, objectives, risk-taking capacity,
qualitative and quantitative indicators for measuring risk-taking, further development, monitoring and a
process for communicating risk appetite. The strategy also includes ESG risks

The policy provides clear approval rules that reduce risk in investment. It also includes the commitment the
Group has made to strict limitation of new financing of coal-related sectors and a complete list of cross-
sectoral and sector-specific prohibited (exclusion list), restricted and everyday activities from the ESG
perspective, including MIGA and EBRD requirements.

The complete list is published on the NLB Website: Exclusion list (nlb.si)

The policy sets out the process of assessing and managing ESG risks and impacts associated with
tfransactions and promoting good environmental and social management practices in clients’ transactions.

The policy is complemented with several manuals which detail necessary procedures in the mitigation of
ESG risks, including technical criteria for EU Taxonomy Eligibility, clients’ GHG emissions collection and data
assessment, extending reviews within ESMS, and others.

Chapter: Sustainable Finance
and ESG Risk Management

Chapter: Sustainable Finance

and ESG Risk Management

Chapter: Sustainable Finance
and ESG Risk Management

Chapter: Sustainable Finance
and ESG Risk Management

Pillar 3:
Contribution
to Society

0)
() )

NLB Group Corporate

Social and Environmental
Responsibility Policy (for
Contribution to Society)

The policy defines key areas of social and environmental responsibility of NLB and the NLB Group’s members
in terms of their contribution to society. It defines rules and procedures for managing sponsorship, donations
and other partnerships with NLB Group’s stakeholders. In addition to taking care of NLB Group’s employees,
the key pillars of the NLB Group’s socially responsible behaviour are promoting entrepreneurship, financial
literacy and mentoring, support for world-class and youth sports, humanitarianism and the protection of
cultural heritage. By adhering the policy, the Group mitigates the risks in the above-mention areas and the
risk of damaging its reputation

Chapter: Contribution to Society
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https://www.nlb.si/exclusion-list

Commitments
to UN SDGs

The UN Sustainable Development Goals are the
underlying drivers of NLB Group’s sustainability pillars.
The Group officially endorsed them by becoming a
signatory to the Principles for Responsible Banking

in 2020. They are firmly embedded in the NLB Group
sustainability pillars with the aim to positively impact
people and the planet while reducing negative

impacts and managing the remaining risks, as well
as leveraging new business opportunities. In 2023,
NLB Group continued to fulfil its commitment to UN
SDGs across its business operations, financing and
investment activities and contribution to society.

In 2021 NLB Group defined five initial priority SDGs
which reflected its greatest and direct impact on the
environment and society: 3 - good health and well-
being, 7 - affordable and clean energy, 8 - decent work
and economic growth, 12 - responsible production and
consumption, 13 - climate action.

Sustainable
$

© Sustainable

Since then, the Group has gradually implemented
several additional sustainability-related commitments
and initiatives, which address additional SDCs:

4 - quality and education, 5 - gender equality, 6 - clean
water and sanitation, 9 - industry, innovation and
infrastructure, 11 - sustainable cities and communities.
Therefore, in 2023 the Group enlarged the list to 10
priority SGDs.

At the same time, the Group indirectly contributes
to all 17 SDGs to varying degrees, as all of them are
interconnected.

@ Contribution

[ ] o [ ]
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well-being for and promote women and girls. management sustainable, and economic inclusive and inclusive, safe, and climate
all at all ages lifelong learning of water and modern energy growth, sustainable resilient, and production change and
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Commitment
fo UN PRBs

NLB Group is committed to aligning its business
with all six principles for responsible banking and
to transparently review and report on progress
annually.

@

PRINCIPLE1:
alignment

NLB Group’s Commitment

We will align our business strategy to be consistent with
and contribute to individuals’ needs and society’s goals,
as expressed in the UN SDGs, Paris Climate Agreement,
and relevant national and regional frameworks such

as the Sofia Declaration on the Green Agenda for the
Western Balkans, and national energy and climate
plans.

Results in 2023

The Group:

- published first portfolios’ decarbonisation targets in
the NLB Group Net Zero Disclosure Report

- further alignment with the new provided national and
regional frameworks such as National Energy and
Climate Plans.

- offered customers products with a sustainability
financing component.

- strengthened sustainability governance across NLB
Group with nominated ESG coordinators.

Notes:

(1) Data as of 31 December 2020 when the first Impact Analysis and
materiality assessment were performed. Data as of 31 December 2023
will be included in the 2024 double materiality analysis.

(2) Classification of business activities refer to UNEP FI methodology and
is not the same as internal classification in NLB Group: retail, corporate,
investment banking. The classifications will be aligned within 2024 double
materiality analysis.

PRINCIPLE 2:
impact and target setting

NLB Group’s Commitment

We will continuously increase our positive impacts
while reducing the negative impacts on, and managing
the risks to, people and the environment resulting from
our activities, products and services. To this end, we will
set and publish targets where we can have the most
significant impacts.

Background and methodology

Impact analysis is a vital part of NLB Group’s
implementation of PRB. The Group conducted its

first impact analysis in 2021 using reference data for
2020. The method applied was based on the UNEP FI
Portfolio Impact Analysis Tool for Banks and included
six steps: portfolio classification, establishing country
needs, determination of significant impact areas,
performance evaluation, prioritisation of impact areas
and target setting.

Activities in 2023 and future methodology updates

In 2023, NLB Group started preparation for conducting
a new impact analysis. Namely, since the initial impact
analysis, the scope of NLB Group’s portfolio has
changed. In 2022, Komercialna Banka Beograd was
merged with NLB Banka Beograd and NLB acquired

N Banka (former Sberbank), which were merged

Slovenia Bosnia and
Herzegovina

in September 2023. In addition, two new leasing
companies were acquired (NLB Lease&Go Leasing
Belgrade and NLB Lease&Go Skopje), and the sale -
purchase agreement for acquiring the new leasing
company Summit Leasing Slovenia was signed in 2023
(completion of the transaction is subject to regulatory
and anti-trust approvals and is planned for the second
half of 2024).

The impact analysis as a broader discipline is
developing continuously, tools are being upgraded,
data are made more available and actual experience is
being gained. Therefore, NLB Group continues to focus
on synergies and consistency between the various
requirements of the preparation of impact analyses.

Given the methodology developments, changes

in the Group’s portfolio, and the requirements of
a new CSRD directive, NLB Group will carry out a
new double materiality analysis which will include
impact analysis aspects in 2024.

Portfolio composition taking into account impact

analysis (Scope/Portfolio classification)

NLB Group identified business activities and countries

of operations as follows:

- business activities (consumer, business, corporate,
and investment banking)

- six main countries of operation (Slovenia, Bosnia and
Herzegovina, North Macedonia, Montenegro, Kosovo
and Serbia)

Table 1: Portfolio breakdown

North Montenegro Kosovo Serbia
Macedonia

Consumer banking (631,658) 33% (152,387) 8%  (332,759) 18%  (42,462) 2%  (270,421) 14%  (464,539) 25%

(# clients)

Business Banking
(amount of
outstanding loans
in millions)

(878)  29%  (437)  14%

1% (324)  10% 74) 6% (907)  30%

Corporate
Banking (amount

of outstanding (1140)  63% (202) "% 6% oy 5% (13) 1% (260)  14%
loans in millions)

Investment Banking

(Bond and Equity (1,014)  100% N/A N/A N/A N/A N/A

over MLA in millions)
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For consumer banking, besides the sectors (current
accounts, savings accounts, consumer credit, and
overdraft, home loans, housing-related credit, vehicle-
related loans and education-related loans), the UNEP
Fl tool also required the inclusion of the income level of
the respective consumer share, as it is directly related
to some critical areas such as equality. When collecting
the business, corporate and investment banking data, it
was important fo focus on countries and sectors where
the Bank is a major market participant. For business
and corporate banking, the top 15 sectors per country
were incorporated info the tool.

Table 2: Establishing country needs and determination of
significant impact areas

Among these, the analysis identified the three most

common sectors in NLB Group:

1. wholesale trade, except motor vehicles and
motorcycles

2. retail trade, except motor vehicles and motorcycles

3. public administration and defence; compulsory social
security

Establishing country needs and determination of
significant impact areas (Context)

The next step of the impact analysis was identifying the
country’s needs, and the third was adding sector/client
impact mapping. Based on these two steps, NLB Group
identified 13 significant impact areas: Employment,
Inclusive & healthy economies, Resource efficiency &
security, Climate, Economic convergence, Information,

Integrity & security of person, Strong institutions, peace,
& stability, Health & sanitation, Soil, Housing, Waste,
and Justice.

To identify country needs, NLB Group used UN SDG,
WEF, World Bank and Academia data to identify the
country’s performance for each of the 52 indicators
provided by the UN PRB impact analysis tool. Once the
raw data had been collected, these data points were
converted info country needs according to the ranking
provided in the tool. The final step in determining the
country-specific need for the impact area was to select
the maximum score of each country’s need from the
different indicators. The following table depicts the
specific country need levels for all 22 impact areas
defined by the UNEP Fl tool in all six countries where
NLB Group operates.

Slovenia Bosnia and Herzegovina North Macedonia Montenegro Kosovo Serbia
+ - + - + - + + - + -
Business Consumer Employment Inclusive, Employment
line Banking healthy
Economics
Inclusive, Resource Resource Resource Resource Inclusive, Resource
healthy efficiency / efficiency / efficiency / efficiency / healthy efficiency /
Economies security security security security Economies security
Justice Climate Justice Climate Justice Climate Justice Climate Justice Climate Justice Climate
Business Inclusive, Climate Integrity & Strong Resource Resource Waste Housing Housing
Banking healthy security of  institutions, efficiency / efficiency /
Economies person peace & security security
stability
Climate Resource Strong Housing Climate Resource Climate Integrity & Climate
efficiency / institutions, efficiency / security of
security peace & security person
stability
Integrity & Waste Climate Energy Resource Integrity & Resource Culture & Resource Strong
security of efficiency / security of  efficiency / heritage efficiency /  institutions,
person security person security security peace &
stability
Corporate Energy Health & Economic Strong Integrity & Strong Economic Strong Inclusive, Water Economic Soil
Banking sanitation  convergence institutions, security of  institution, convergence institutions, healthy convergence
peace & person peace & peace & economies
stability stability stability
Information Soil Information Health & Strong Culture & Information Economic Health & Energy Water
Sanitation institution, Heritage convergence sanitation
peace &
stability
Economic Resource Strong Biodiversity Economic Integrity & Integrity & Health &
convergence efficiency/ institutions, & convergence security of security of sanitation
security peace & Ecosystems person person
stability
Investment Inclusive, Soil
Banking healthy
economies

Country needs ranking: Low need Medium need Highneed @ Extremely high need

Noftes:
(1) Data as of 31 December 2020 when the first Impact Analysis and materiality assessment were performed. Data as of 31 December 2023 will be included in the 2024 double materiality analysis.
(2) Classification of business activities refer to UNEP FI methodology and is not the same as internal classification in NLB Group: refail, corporate, investment banking. The classifications will be aligned within 2024 double materiality analysis.
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Performance evaluation

NLB Group established the Environmental and

Social Management System (ESMS) and used the
Environmental and Social Transaction Categorisation
Framework, which includes assessing ESG risks on
the client level. Based on the evaluation, NLB Group
identified clients with the greatest negative impact
and, since 2021, has not provided any new financing to
coal-related sectors, including thermal coal mining or
coal-fired electricity generation capacity, in any way,
including eventual transitional enhancements. Further
to this, an exclusion list of prohibited activities was
published. Additionally, in 2023, NLB, in alignment with
the Net-Zero Business Alliance set decarbonisation
targets in four key target sectors, which will further
support the achievement of the climate impact area
goal, which is our priority.

» For more details on the ESMS system, please refer to
the chapter ESG risks in credit risk management.

» For more details on the exclusion list, please refer to
NLB website.

Table 3: Key positive and negative impact areas by business line

Positive impact

Employment
Consumer chklng Inclusive, healthy,
economies

Justice

Corporate Banking Ecoomic convergence

Information

Integrity & security of person

Noftes:

Priority impact areas and targets

in order for the key impact areas to comprehensively
reflect banking operations, the impact analysis was
complemented with a materiality analysis.

Both analyses identified positive and negative impacts
of each business line.

The materiality analysis relied on the methodology
which was internally developed in line with non-
financial reporting guidelines at the time, and focused
on stakeholders’ assessment of sustainability matters
for NLB Group business value (outside-in perspective),
and the impact of NLB Group on the environment

and society (inside-out perspective). The materiality
analysis was an important input before the final
determination of key impact areas, especially since

» For details please refer to the chapter Materiality
Analysis.

Inclusive, healthy
economies

- Business Banking
Resources efficiency/

security

Climate

Strong institutions,

peace & stability Investment Banking

Health & sanitation

Soil

the region in which NLB Group operates is rather
diversified and therefore requires special attention to
ensure the output is as precise as possible. Thus, NLB
Group identified, evaluated and prioritised material
sustainability matters that significantly impact its
performance.

Based on the conducted impact and materiality
analyses, NLB Group defined three priority impact
areas, and set targets for each one:

1. climate

2. resource efficiency/security

3.inclusive & healthy economies

» For a comprehensive overview of KPI, targets,
and results, including those referring to the UN PRB
target setting process, please see the chapter Key
sustainability KPIs and targets.

Positive impact

Housing

Waste
Resources efficiency/ Climate
security
Integrity & security sl?eess:#ces efficiency/
of person Yy
Inclusive, healthy eonomies Soil

Resources efficiency/

Economic covergence .
security

(1) Data as of 31 December 2020 when the first Impact Analysis and materiality assessment were performed. Data as of 31 December 2023 will be included in the 2024 double materiality analysis.

(2) Classification of business activities refer fto UNEP FI methodology and is not the same as internal classification in NLB Group: retail, corporate, investment banking. The classifications will be aligned within 2024 double materiality analysis.
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PRINCIPLE 3:
clients and customers'

NLB Group’s Commitment

We will work responsibly with our clients and our
customers to encourage sustainable practices

and enable economic activities that create shared
prosperity for current and future generations.

Clients and customers are essential stakeholders with
whom the NLB Group develops strong partnerships in
sustainable solutfions.

Activities and results in 2023
NLB Group

- offered customers loans with a sustainable financing

component at a lower interest rate than the Bank’s
regular offer.

- provided financing of the green transformation
for private individuals and micro businesses in the
region.

- provided sustainability financing to large
infrastructure projects and smaller sustainable
projects in the region, with the main purpose of
financing being renewable energy, green building
and energy efficiency.

- issued its inaugural green bond.

- started to develop social financing offer.

- enhanced client engagement activities by providing

corporate and retail clients with relevant educational
information, building an understanding of
sustainability matters and by supporting them in their

green transition.

. empowered employees to further improve
client engagement, by providing training and
other educational events on climate, ESG- and
sustainability-related topics.

» For detailed information, please refer to chapters
Sustainable Finance and Climate (Net-Zero) Strategy.

1UN PRB’s ferminology uses both terms: clients and customers. In this report,

NLB uses the common term clients to refer to all types of clients.

(

PRINCIPLE 4:
stakeholders

NLB Group’s Commitment

We will proactively and responsibly consult, engage
and partner with relevant stakeholders to achieve
society’s goals.

Activities and results in 2023

NLB Group members regularly engage with all
stakeholders to best meet the interests of both sides on
a daily, monthly and yearly basis. We are committed

tfo open and transparent communication with all key
stakeholders on all relevant topics, including those
relating to sustainability, and we want to provide them
with fast and accurate information based on actual
data.

» For detailed information, please refer to the chapter
Stakeholder engagement.

PRINCIPLE 5:
governance and culture

NLB Group’s Commitment

We will implement our commitment to these Principles
through effective governance and a culture of
responsible banking.

Activities and results in 2023

- In accordance with the Articles of Association of
the NLB, the Bank is committed to considering the
environmental and social impacts of its business,
with the aim of ensuring the Bank’s sustainable
development, which is one of its goals.

- Sustainability matters continued to be addressed
in NLB Group’s strategy and governance. The

responsibility for sustainability matters, including
ESG risk management, is assigned within the
organisational structure of the NLB Group member
and is in accordance with the three lines of defence
model.

- Sustainability governance was enhanced with the

adoption of two new internal acts: the Sustainability
Policy in NLB and NLB Group (replaced the NLB
Group Sustainability Framework) and the Standard
- Rulebook for Sustainability Management to
harmonize activities in NLB Group members.

- The Supervisory and Management Board members

received regular training on sustainability topics.
Regular self-assessments of the collective suitability
of its management bodies was carried out, which
included knowledge on sustainability issues. The
Supervisory Board and all of its five committees
regularly considered sustainability issues at its
sessions.

- The Sustainability Committee, being the advisory

body to the Management Board, continued to steer
the integration of ESG factors to the NLB and NLB
Group members’ business model.

- A new Climate Change Committee was established.

The Committee has full authority and responsibility
over the development and implementation of the NLB
Group Net-Zero Strategy.

- The NLB Group regularly adopted and supplemented

sustainability and ESG-related internal acts,
upgraded due diligence processes in order to
address ESG risks within the portfolio and its own
operations, and promoted a culture of responsible
banking.

» For detailed information please refer to the chapter
Governance.
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PRINCIPLE 6:
tfransparency and
accountability

NLB Group’s Commitment

We will periodically review our individual and collective
implementation of these Principles and be transparent
about and accountable for our positive and negative
impacts and our contribution fo society’s goals

Activities and results in 2023

NLB Group continues to regularly disclose sustainability
information based on the following provisions and
standards: the Companies Act (ZGD-1), Articles 56 and
70c; GRI, IFRS Sustainability Disclosure Standards,
TCFD, Pillar 3 Disclosures. Annually, the Bank publishes
the NLB Group Sustainability Report on the Bank’s
website and on the Ljubljana Stock Exchange’s SEOnet
system (seonet.ljse.si), on the websites of the Agency

of the Republic of Slovenia for Public Legal Records
and Related Services (AJPES) and on the London Stock
Exchange (LSE), at the same time as the NLB Group
Annual Report 2023.

NLB is the first bank
in Slovenia to sign the
UNEP FI Principles for
Responsible Banking

- In September 2020, NLB became the first bank in
Slovenia to sign the United Nations Environmental
Program Financial Initiative Principles for
Responsible Banking (hereinafter: the Principles)
and started to implement the Principles into all
NLB Group banking members.

- The Principles are a single framework for a
sustainable banking industry developed through
an innovative partnership between banks
worldwide and the United Nations Organisation.
The banking community through the Principles
works together to accelerate a positive global
transition for people and the planet. With over
330 signatory banks representing over half of the
global banking industry, the Principles are the
world’s foremost sustainable banking framework.

- Through the Principles, banks take action to align

their core strategy, decision-making, lending and
investment with the UN Sustainable Development
Goals, and infernational agreements such as the
Paris Climate Agreement. Banks from all over the
world, including NLB, are convened by the United
Nations to collectively produce cutting-edge
guidance and pioneering tools on key areas of
sustainable finance, learn best-practice from their
peers, scientists and industry experts, and benefit
from individual feedback and collective reviews as
they progress on their sustainability journey.

- The Principles for Responsible Banking include the

Net-Zero Banking Alliance, which is the climate-
focused initiative of this global framework.

» For a comprehensive overview of UNEP FI
Principles for Responsible Banking, please refer to the
website.
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Commitment to the
Net-Zero Banking
Alliance

In line with NLB’s commitment to a climate-positive
future (i.e. creating a mindset of doing more good,

not just less bad) and its net zero ambition’, NLB d.d.
officially joined the UNEP FI Net-Zero Banking Alliance
(NZBA) in May 2022, becoming the first banking group
headquartered in Southeast Europe (SEE) to sign the
Commitment Statement.

1 GFANZ defines net zero is defined as the state when anthropogenic
emissions of greenhouse gases to the atmosphere are balanced
by anthropogenic removals. Organisations are considered to have
reached a state of net zero when they reduce their GHG emissions
following scienced-based pathways, with any remaining CHG
emissions aftributable to that organisation being fully neutralised,
either within the value chain or through the purchase of valid offset
credits. (hftps://assets.bbhub.io/company/sites/63/2022/06/CFANZ
Recommendations-and-Guidanceon-Netf-zero-Transifion-Plans-for-
the-Financial-Sector_June2022.pdf)

Our journey to net zero

Why is NLB Group
developing its climate
(net-zero) strategy?

- There is an international, scientific consensus that
our planet’s climate is warming at an increasing
pace. Human activities, particularly those based
on the burning of fossil fuels, have considerably
increased the average temperature of our planet—
approximately 1.3°C above pre-industrial levels as
of 2023.

- To avoid the worst impacts of climate change
and preserve a liveable planet, the global
temperature increase must be limited to 1.5°C
above pre-industrial levels. This requires global
net anthropogenic emissions to decline by about
45% from 2010 levels by 2030, reaching net zero
by 2050.

- Emissions in the real economy, including those
financed by the private banking sector, must
be reduced rapidly fo meet, or exceed, Paris
Agreement targets. Many sectors are taking
tangible actions to transition to a sustainable and
low-carbon economy but do require support from
financial institutions to move this transition into
action. Therefore, even while society manages

Deadline for further
sector targets

Task Force
Set-Up

submission

December

2023

Joining the
Net-Zero
Banking Alliance

NLB published the first NLB
Group Net Zero disclosure report
and set the decarbonization
targets for the first four sectors.

the phaseout of technologies inconsistent with

a 1.5°C temperature outcome, banks should

be prepared to allocate their capital and their
expertise fo companies in such sectors in line with
credible transition plans outlining the steps these
companies are taking to decarbonise.

- In addition, banks have a fiduciary duty to
generate fair returns while maintaining safety
and soundness throughout the process of making
their business models sustainable. Banks can—
and should—play a pivotal role in clients’ net zero
transitions as well as the overall transition of the
real economy. Banks’ roles are as important as
those of other types of financial institutions, if not
more, as banks can engage and support their
clients over the long term (even though individual
loans are often short term).

- While banks recognise and are committed to
fulfilling their critical roles in transforming the
world to net zero, it will be crucial that the financial
sector, policy makers, regulators and governments
address the remaining gaps to enable and support
banks’ net zero commitments.

» For a comprehensive overview of NLB Group
decarbonisation activities, please refer to the chapter
Climate (Net-Zero) Strategy.

Reaching the net-zero
goal for the lending and
investment portfolio

The first target deadline
(decarbonisation of
priority sectors)
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NLB Group’s
approach to
biodiversity

NLB Group acknowledges the increasing importance of
biodiversity, which is one of the key pillars for ensuring
humanity’s economic, social, or cultural services, such
as producing food, fuels, and raw materials. The Group
impacts nature, including biodiversity, while also being
exposed to risks related to biodiversity loss.

Therefore, the Group welcomes the development of
TNFD Recommendations and UN PRB Nature Target
Setting Guidance for understanding and setting
biodiversity action in the financial sector.

NLB Group has started
with the first steps
towards nature-related
assessment and
disclosures.

Following the TNFD Recommendation, NLB has
already started with the first steps towards nature-
related assessment and disclosures and launched
the first activities to deepen understanding of the
fundamentals of nature for financial institutions and
plans progression over time in the following years.

The current state of nature and biodiversity in the

region where NLB Group operates is still rated as

very good. Ecosystems are still in good condition, with

well-preserved forest areas, lakes, and rivers. There

is a high degree of endemism of fauna and flora,

and many protected areas of European importance

exist. However, biodiversity (both inside and outside

protected areas) is threatened by three key challenges:

- the development of the region, which relates to the
exploitation of resources (forests, rivers, mining), the
construction of infrastructure, energy production, the
development of tourism and intensive agriculture,

- poor public awareness of the need to preserve
nature: citizens prioritize air and water pollution,
which pose a direct and visible threat to their health.

- strong effects of climate change in the region, which
can devastate biodiversity.

In 2023, a comprehensive environmental risk
assessment of NLB Group’s portfolio was conducted,

which also included the assessment of biodiversity risk.

Biodiversity was not identified as a material chronic
physical risk in the short fo medium term. In this time
horizon, the Group does not observe any impact on

its portfolio that would result from biodiversity loss, as
well as from temperature changes or reduced water
availability. Long-term potential impacts of these risks
are taken info consideration.

Biodiversity is not
identified as a material
chronic physical risk
to NLB Group’s
oortfolio in the short
fo medium ferm.

One of the key elements in restoring biodiversity
and the ecosystem, mitigating risks, and managing
stakeholders’ expectations is understanding clients’
activities, expectations, and capabilities.

NLB Group currently supports decarbonization

activities in agriculture and forestry, which are material

sectors with an impact on biodiversity, by the following

approach:

- Offering specific financial products to support clients’
green transition and activities to protect nature
and biodiversity. The Group offers farmers a more
favourable NLB Green Credit with a lower interest rate
than the Bank’s regular offer to reduce the carbon
footprint and preserve biodiversity for purposes
such as sustainable agricultural management,
afforestation, and low GHG-emitting farm machinery
and tractors.

- In addition, a dedicated team of specialized
farmer support advisors was set up to support the
agriculture sector. Advisers offer professional and
individualized attention to clients in this sector, mainly
to improve their knowledge of impacts on biodiversity.
They provide consultation with farmers, stimulating
them to invest in supporting R&D, raising awareness,
using a low carbon approach, and providing other
expert advice.

NLB Group supports
decarbonization

INn agriculture and
forestry, which are
marterial sectors
with an impact on
biodiversity.

In the future, NLB Group will develop additional
measures for sectors with a higher risk of adverse
impact on nature, including biodiversity, such as food
production - agriculture, chemicals, oil, agriculture,
mining, and others.

In addition, biodiversity is also considered within the
Group’s activities, such as real estate management,
employee forestation activities, supporting projects
and associations with a positive impact on biodiversity,
and other initiatives.
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Stakeholder
engagement

It is vital that NLB Group understands which
stakeholders are the most relevant, and to embed
their views, concerns and aspirations in our business
decisions, including those related to sustainability.
Therefore, NLB Group strives for regular, open, honest
and continuous dialogue on a daily, monthly, yearly
or another regular basis to meet our stakeholders’
expectations. This chapter presents an overview of
the most important stakeholder groups, their key
concerns and ways of engagement.

Stakeholder groups

A materiality analysis identified the six most
important stakeholder groups: employees, investors/
shareholders, private individual clients, corporate
clients (large and SMEs), regulatory authorities,
suppliers and contractual partners. In addition, NLB
Group ensures constructive dialogue with other
stakeholders, such as local communities, professional
and business associatfions, and the media.

NLB Group strives

for regular, open,
honest and continous
dialogue with the
stakeholders.

Stakeholder engagement
on sustainability topics

Communication and nurturing good relations with
internal and external stakeholders on sustainability
topics is one of the Sustainability Unit’s key
responsibilities. Other NLB Group representatives

are also included in communication activities in
accordance with the sustainability roadmap and their
respective powers in their field of work.

NLB Group introduced the Sustainability e-mail inbox
(sustainability@nlb.si). In case of any complaints related
to sustainability matters, this channel also provides

a grievance mechanism for affected stakeholders
and communities, which is an efficient and reliable
system to receive, address and document complaints
and messages from external stakeholders. As a

rule, complaints are resolved and closed within five
working days of receipt. In addition, all questions

and complaints received through social media

are redirected to this channel and addressed in
accordance with internal rules.

In 2023, the Group did not record any complaints
regarding sustainability matters through the grievance
mechanism or any other channels.

Overview of key general
and sustainability-
related engagements with
stakeholders

Stakeholders are regularly informed about general as
well as sustainability-related issues through various
communications channels, such as the Group’s web
page, the Annual and Sustainability Reports, the
website and social media channels. In addition, we
strategically pursue regular personal communication,
meetings in person or on-line, consultations and
conferences and special events, aiming to enhance
trust and mutually successful partnerships with our
stakeholders. Our engagement activities also include
insight gathering, feedback and dialogue instruments
such as polls and research.

In 2023, there were
No stakeholders
complaints regarding
sustainability matters.
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Table 4: Key areas of stakeholder engagement

Employees

Investors — Shareholders

Private Individuals,
Corporates

Regulatory Authorities

Suppliers and Contractual

Partners

Local Communities

Media

Key engagements

- Transparent and open communication through all internal channels (intranet, internal newsletters, personal meetings, coaching, etc.)
- Measuring employee engagement, providing feedback opportunities and a grievance mechanism

- Ensuring equal opportunities, respecting diversity

- Improving the work environment, employee engagement, growth and personal development

- Providing various training possibilities to enhance knowledge and skills

- Ensuring work/life balance

- Ensuring teamwork and well-being activities (social events, sports associations., etc.)

- Identification and communication of fopics and initiatives relevant for investors’ decisions

- Regular discussion on strategies to follow global trends

- Integration of investors’ requirements into our operations

- Organising special investor days

- Presenting business results of NLB Group (reports, presentations, website publications, with publications in the electronic information system of the Ljubljana Stock

Exchange (SEOnet) and the London Stock Exchange (RSN)), regular information atf relevant business events

- Ensuring professional and friendly relationships with clients through sales and legal obligations through day-to-day operations

- Supporting corporates and private individuals in their sustainability-related projects with financial products, professional services and relevant dialogue
- Offering new green products, at a lower interest rate, and new digital solutions, adhering to principles of responsible marketing and communication

- Keeping clients informed about reliable sustainability solutions

- Special focus on data and cybersecurity

- Promoting the sustainability agenda at various regional events

- Measuring client satisfaction, providing feedback opportunities and a grievance mechanism

- Regular cooperation with the ECB, Bank of Slovenia and EBA
- Promptly meeting all the regulatory requirements
- Personal meetings and frequent dialogue on relevant topics

- Implementation of sustainability requirements in the procurement process
- Personal meetings, dialogue on cooperation, challenges and issues

- Maintaining a close relationship with key representatives to support local communities in achieving their goals
- Supporting various local community projects through building partnerships, donations and sponsorships

- Professional communication with the media through press releases, statements, press conferences, information briefings and other media events
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Materiality analysis

The main goal of the initial materiality analysis, which
was conducted in 2021 and complemented the UNEP FI
impact analysis, was to identify, evaluate and prioritise
sustainability matters that could affect NLB Group’s
performance and its stakeholders.

In 2023, a comprehensive materiality assessment of
environmental risk was conducted.

» To learn more, please refer to the Chapter ESG Risk
Management.

Given the methodology developments, changes
in the Group’s portfolio and requirements of the
new CSRD directive, NLB Group will carry out a
new double materiality analysis in 2024, which
will include both UNEP Fl impact analysis and risk
management aspects.

The materiality analysis was carried out in four phases:

# Identification
of ESG and

materials
issues

Stakeholder
mapping

v

\ ;’Q

\*000

Through stakeholder mapping six main stakeholder
groups were identified: employees, private and
business clients, suppliers and contractual partners,
regulatory authorities, and investors.

Identification was based on inputs from the
Sustainability Accounting Standards Board (SASB),
sector/industry ESG-specific issues, GRI list, Non-
Financial Reporting Directive (NFRD) requirements and
our own knowledge and understanding of regional
environmental and social factors.

We also reviewed the reports of our peers working in
the same geographical and cultural area. Based on
this, an initial list of 17 material matters for NLB Group’s
responsible operation and sustainable development
was compiled.

results

Evaluation

Stakeholders evaluated each of the 17 material issues

to determine the importance of these issues for NLB
Group’s sustainable operations. The evaluation was
performed in two parallel tracks: one with NLB Group’s
internal stakeholders, i.e. primarily Senior Management,
who assessed the material issues according to their
impact on the company’s sustainable operation, as

well as their impact on the economy, society and the
environment. Secondly, the material issues were assessed
through an online survey sent to the designated external
stakeholders throughout the six countries where the
Group is present.

Implementation
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Materiality matrix

Figure 3: Materiality Matrix of NLB Group

Stakeholder’s needs
and expectations
relating to the NLB
Group’s operation
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Top eight material issues

The final ranking and shortlisting of the top eight
material sustainability matters for NLB Group is thus
the result of a combination of the internal and external
stakeholder evaluation process. In the table below, key
activities that we have been focusing on in recent years
(including in 2024) are outlined against each material

issue.

Table 6: Top material issues: important sustainability-related topics

Material issue

Key activity area

Digitalisation and Innovation

Sustainable Finance

Customer Privacy and Data
Security

Corporate Governance

Financial Performance

Service Quality and Customer
Satisfaction

Systemic Risk Management

Employee Attraction,
Development, Diversity, and
Inclusion

- We are focused on continuous development and implementation of new products for our clients,

supporting the transition towards a low-carbon society and circular economy, and offer fully digitalised
financial services, i.e. no physical form factor involved.

- By exploiting digitalisation, we continue to increase the share of paperless operations.

- We continue to monitor EU Taxonomy development and implement it in business operations and

financing targets.

- We focus on acquiring new sustainable projects and expanding our sustainable portfolio throughout

NLB Group, all in parallel with applying an appropriate ESG risk management framework.

- We keep a focus on maintaining the highest standards regarding customer privacy and data security

by paying significant attention to preventative measures and management of cyber risks arising from
the increased volume of digitalised services and work from home.

- We continue to adhere to all national and international governance principles, mechanisms, and

industry codes of conduct with the highest diligence.

« We maintain and consolidate NLB Group’s regional presence and continue to fulfil and exceed the

financial expectations of our shareholders.

- We continue to foster an open dialogue with our clients 24/7 to seek their opinions on their experience

with the Bank, banking services proposals, events and any other issues. By doing so, we identify future
needs and are able to respond to them quickly.

- Risk management in NLB Group is already implemented in accordance with the set strategic guidelines,

internal policies and procedures.

- Environmental, social and governance (ESC) risks do not represent a new risk category, but rather an

additional component of some specific types of risks already managed through the established risk
management framework.

- The management of ESG risks follows ECB and EBA guidelines with the tendency of their comprehensive

integration info all relevant processes.

- We strive to obtain relevant client data as a prerequisite for appropriate decision-making and

corresponding proactive management of ESG risks.

- The Group continues with all of the above-mentioned activities to further enhance its existing risk

management framework.

- We focus on exploring and understanding the corporate culture in all banks in the Group, where several

KPIs are monitored, and attention is given to operational excellence and human talent development.

Further description of activities and results

Chapter:
Sustainable Client Relations

Chapter:
Sustainable Finance

Chapter:
Responsibility, Compliance and Integrity

Chapter:
Corporate Governance

Chapter:
NLB Group at a Glance

Chapters:
Sustainable Finance,
Sustainable Client Relations

Chapter: ESG Risk Management

Chapter: Sustainable Employee Relations
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Climate (Net-Zero) Strategy

NLB Group recognises its important role in the net-
zero' transition of its clients and the real economy,
which is to be achieved by 2050. Therefore, the

Group develops a strategy to allocate its capital and
expertise to clients in such sectors in line with credible
transition plans. Moreover, the Group is committed to
decarbonising its own operations as well.

Transitioning fo a nef-zero emissions world
subsequently implies that all economic actors work
towards this objective. For banks, this requires
changes in their capital allocation or granting criteria,
engagement with clients fo navigate their net-zero
journeys, managed phaseouts of carbon-intensive
economic acftivities, and a massive re-orientatfion

of capital flows towards “transition” activities and
solufions. By acting in an aligned manner, banks can
support a consistent best practice approach and drive
further efficiency across the whole economy towards a
net-zero emissions pathway.

1 CFANZ defines net zero as the stafe when anthropogenic emissions
of greenhouse gases fo the atmosphere are balanced by
anfthropogenic removals. Organisations are considered fo have
reached a state of net zero when they reduce their CGHG emissions
following scienced-based pathways, with any remaining CHG
emissions atfributable to that organisation being fully neutralised,
either within the value chain or through purchase of valid offsef
credits. (https://assets.bbhub.io/company/sites/63/2022/06/CFANZ
Recommendations-and-Cuidanceon-Net-zero-Transition-Plans-for-
the-Financial-Sector_June2022.pdf)

Towards a
comprehensive net-
zero strategy

The Group has consistently taken proactive measures
to minimise the environmental impact of its portfolio
and operations. In 2021, the Bank took an important
step by implementing a coal exclusion policy,
prohibiting the financing of new coal-fired power
plants. In addition, the Bank is active in the financing
of renewable energy projects and promotes energy
efficiency throughout its operations.

Figure 4: Scope and timeline of building a comprehensive
NLB Group net-zero strategy

Strategy Emission scope

—— Climate (Net Zero)

Scope 3

Portfolio strategy

GHG Protocol)

Strate Scope1 |
- — (vehicle fleet, gas combustion for office
heating)
Scope 2
> (vehicle fleet, gas combustion for —

emissions from purchased electricity

(financed emissions - category 15 of

In line with NLB’s commitment to a climate-positive
future and its net-zero ambition, NLB officially joined
the UNEP FI Net-Zero Banking Alliance (NZBA) in May
2022, becoming the first banking group headquartered
in Southeast Europe (SEE) to sign the Commitment
Statement.

In 2023 NLB Group made significant steps toward a
comprehensive strategy which will encompass NLB
Group’s own operations and the portfolio, ensuring
a holistic and timely decarbonisation approach, as
presented in figure below.

The following chapters focus on decarbonisation
targets and the progress on developing a portfolio
net-zero strategy.

» To learn more about decarbonisation of NLB Group’s

environmental own operations, please refer to the
chapter NLB Group’s operational environmental impact.

Timeline

) and heat) Operational strategy will be
——) Operational strategy = —> p:;pared in 2024 &
Scope 3
(indirect emissions from the value e

chain e.g. business ftravel, waste
management, employee commuting)

NLB signed UNEP FI’'s NZBA
commitment in May 2022

First Net Zero target setting (18
months after NZBA commitment)

Iterative process

Second Net Zero target
setting (36 months after NZBA
commitment)
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NLB Group is the first
bank headquartered
in SEE fo commiit to
nef-zero targets

By the end of 2023, NLB Group reaffirmed its
commitment to achieving net zero by setting targets for
reducing its financed emissions and maintaining a coal
exclusion policy. This strategic move aligns the Bank’s
financing activities with the goals of the Paris Agreement
and marks an important step in its journey to address
the climate crisis.

In its first Net-Zero Disclosure Report, NLB Group has
set and publicly disclosed 2030 targets for reducing
emissions associated with financing activities for four
key sectors, and committed to mobilise EUR 1.9 billion in
sustainable, i.e. transition finance.

We setf targets for
reducing financed
emissions in the first
4 sectors.

Transition finance can be broadly defined as financing
that supports and enables a global transition towards
a 1.5°C-aligned economy, through a range of means. It
mobilises capital where it is most needed to facilitate
the fransition; this includes financing the development
and scaling of climate solutions, but importantly also
financing towards carbon-intensive companies which
are gradually transitioning fowards net zero but
where further acceleration is necessary. Projects and
initiatives that meaningfully advance a client’s net-
zero journey can be considered under the umbrella of
transition finance as long as the client has a credible
1.5°C transition plan.

» To explore the full Net-Zero Disclosure Report, please
see the NLB website.

Figure 5: NLB Group net-zero targets and commitments overview

NLB Croup starting its net zero
journey with four sectors
1. Power Generation
2. Iron and Steel
3. Commercial Real Estate
4. Residental Real Estate

Retail and Corporate Banking
commitment to mobilise

€1.9 billion

volume in susftainable
finance by 2030

Commitment to finance
at least

30%

of NLB d.d. new production
iINn most energy efficeient
commercial buildings
(<50kg CO,/m?) by 2030

Set infermediate
2030 fargets for all

4

sectors covered

Secfor tfargets are aligned
with the target to limit
the global warming to

1.5°C

Commitment to finance
atf least

15%

of NLB d.d. new production
in top-rated mortgages
(A&B EPC class)
in Slovenia by 2030
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https://www.nlb.si/nlb/nlb-portal/eng/sustainability/nlb-group-netzero-disclosure_final_eng.pdf
https://www.nlb.si/nlb/nlb-portal/eng/sustainability/nlb-group-netzero-disclosure_final_eng.pdf

Steps to net-zero

NLB Group’s net-zero journey is in line with the
Guidelines for Climate Target Setting for Banks and
consists of establishing an emissions baseline, setting
and approving the first targets for priority sectors as
well as reporting on absolute emissions and emissions
intensity annually.

The targets cover the Group’s financed emissions,
Scope 3 category 15, and apply to the Group’s lending
activities for clients Scope 1 and Scope 2. Moreover,
the Group used widely accepted science-based
decarbonisation scenarios. The NZBA guidelines

are applied throughout the journey on a comply-or-
explain basis.

While the Group currently sets its fargets based on

the lending portfolio (using baseline data for 2021),

we look forward to further developing our approach
and methodology as well as refining our commitments
accordingly. Implementing a net-zero strategy is not a
one-off process, but rather an interactive process with
an ongoing commitment of resources.

Figure 6: Six cornerstones of the NZBA commitment

General scope Baselining

We will setf further
sector targets in 2025
and review all targets
af least every five
vears.

NLB Group is decisive and steadfast in its commitment
to co-lead the transition towards net-zero economies
in the regions in which we operate. However, our role
has its limitations. We recognise that climate action
necessitates collective efforts. It is imperative that our
clients also act, while governments should provide the
necessary guidance and direction through dedicated
policies to achieve net-zero goals by 2050. With joint
forces, we can drive meaningful progress in tackling
climate change.

Transformation
Roadmap

Net Zero Strategy

Establishing emission
baseline

For the base year 2021, the total financed emissions of
NLB Group amount fo 2,516 kilotons of CO, . This volume
includes Scope 1 and Scope 2 emissions from the Bank’s
lending portfolio, as well as financed emissions from

the Bank’s investment portfolio, encompassing both
debt and equity investments. The implementation of the
CSRD mandates a significant number of clients to report
on their emissions. This, in turn, will enable the Bank to
progressively incorporate the Scope 3 emissions of its
clients info its financed emissions baseline.

As at 31 December 2021

NLB Group financed emissions:

(Scope 1 and Scope 2 emissions)

Steering and Reporting and
Implementation Assurance

Targets shall cover lending Banks shall establish an

activities and should
cover (on balance sheet)
investment activitis

100% coverage to be
gradually committed
over time

emission baseline

Banks’s targets apply to
the bank’s lending and
investment activities and
shall include their clients
‘Scope 1Scope 2 (and
Scope 3 emissions, where
possible

The NZBA-guidelines are to be applied on a comply-or-explain basis

Within 18 months of
joining, set 2030 targets
and 2050 target

Further sector targets to
be set within 36 months

Banks shell use widely
accepted science-
based decarbonization
scenarios

Banks’ first 2030
targets will focus on
priority sectors where
the bank can have
the most significant
impact (most GHG-
intensive)

Targets shall be Annualy publish absolute

approved by the
highest executive level
within the bank

Intermediary targets to
be set every five years
from 2030 onwards

emissions intensity

Banks shall publicity disclose
their targets and report
annualy on progress

Disclose progress against
a board-level reviewed
transition strategy

The targets shall be
reviewed at a minimum
every five years
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Breakdown by assef class
and entity

Remarkably, nearly 50% of these emissions are linked
to sovereign bond exposure. However, significant
concern arises from the methodological double-
counting in financed emissions, as emissions from
clients, previously accounted for in corporate and retail
loans, are redundantly included when aggregating at a
national level within sovereign bond emissions.

Figure 6: NLB Group baseline 2021, split by asset class and entity

Total: 2,516 ktCO,

Car loans 1%

Mortgages 5%

46% Corporate loans

Pertaining to the sovereign bond portfolio, GHG
emissions for 2020 were applied. For the purpose of
attribution of Scope 1 absolute emissions, GDP adjusted
by PPP was used. We also duly acknowledge the lack
of market consensus on metrics or analysis methods,
i.e., what scope of emissions should be included in a
country’s total GHG emissions. We seem to be faced
with the choice of whether to use governmental or
territorial emissions, production or consumption
emissions, and whether or not to include/exclude
LULUCEF. The substantial time lag in verification of data
reported seems to offer another challenge.

49% Sovereign bonds
NLB Banka, Sarajevo 3%

NLB Banka, Podgorica 2%

NLB Banka, Banja Luka

NLB Banka, Prishfina

NLB Banka, Skopje 8%

We therefore expect the decarbonisation process to
unfold indirectly, since a practical approach is currently
very limited.

Lastly, the country-level distribution of emissions is
concentfrated within fwo markets. Slovenia and Serbia
collectively contribute nearly 80% of the total financed
emissions. This substantial proportion is primarily
influenced by financial exposure, as opposed to carbon
intensity.

Lease & Go 0%

39% NLB d.d

38% NLB Komercijalna Banka, Beograd
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Comparison with NZBA
priority sectors

Among the 10 sectors eligible under NZBA,
approximately 95% of NLB Group financed emissions
are concentrated within six specific sectors: Agriculture,
Residential Real Estate, Commercial Real Estate, Road
Freight Transport, Iron & Steel, and Power Generation.

In the agricultural sector, there is currently no well-
established net-zero pathway. Moreover, the sector
exhibits significant heterogeneity, encompassing a
diverse range of activities such as crops, livestock,
fishing and forestry. Obtaining client-level data proves
challenging due to its limited availability, primarily
because a substantial portion of the portfolio is
concentrated among smaller companies.

In road freight fransport, challenges related to data
are analogous to those encountered in agriculture.
Furthermore, there are no anticipated short-term
technological advances in the near future. The progress
in these two sectors will be closely observed, and
specific targets for each sector are scheduled to be
disclosed during the second phase of target setting.
Therefore, for the initial set of net-zero targets, NLB

is unveiling objectives for four sectors considered
most significant in tferms of both absolute and relative
carbon volumes, along with the financial exposure to
these sectors.

The first four sectors
collectively confribute
fo approximately 50%
of financed emissions
within the prioritised
sectors identified

by the NZBA.

Figure 7: NLB Group baseline 2021, split by 10 NZBA priority sectors (ktCO,)

Oil & Gas
Aluminium

Road freight transport

Agriculture

Commercial real estate

Iron & Steel

Residential real estate

564

NLB Group

0% Cement
0% Coal

251
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Initial sector targets

As NZBA member, NLB has committed to individually
setfting initial emission reduction targets covering
certain carbon-intensive sectors within 18 months of
joining. Target setting required a cross-functional
collaboration within the Bank to set credible and
actionable targets, which supported the internal
mainstreaming of net-zero fransition planning.

Figure 7: Commitment to targets in the first key target sectors

. GHG 2021 GHG 2030
Sector Details Baseline Targets Target Coverage Commentary
Scope(s) Scenario Unit of Portfolio .
included used measurement baseline Absolute Relative

. - NLB continues its commitment to coal
Power Generation 1and 2 IEA NZE t CO,/Mwh 0.232 0.165 -29% NLB Group exclusion introduced in 2021, with the
existing exposure to be phased out
- Current baseline is already below the
2030 target

Iron & Steel land 2 IEA NZE tCO,/t 0.600 1.070 / NLB Group
- Majority of exposure is covered by
client‘s decarbonisation plans
- National Energy and Climate plans do
not exist outside of EU

Commercial Real Estate 2 o

Tand 2 IEA NZE kg CO,/m 120 39 -68% NLB d.d. . Inconsistencies between energy
performance certificate methodology
within region
- National Energy and Climate plans do
not exist outside of EU
Residential Real Estate land 2 IEA NZE kg CO,/m? 43 19 -56% NLB d.d. - Inconsistencies between energy

performance certificate methodology
within region
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Power Generation

As part of the NZBA commitment, NLB set targets for
its power generation portfolio guided by the IEA NZE
WEO 22 pathway. In the NZE 2050 scenario, global
power generation leads the way by achieving net-zero
emissions in 2040, to enable the global economy o
achieve net-zero emissions by 2050.

The scenario envisions an average energy efficiency

of -0.005 tCO,/MWh across our power generation
portfolio by 2050 and an interim target of 0.165 tCO,/
MWh by 2030. NLB sets the science-based target at the
Group level, further building upon its 2021 commitment
to exclude coal from its financing and phase-out the
existing portfolio exposures.

Power Generation
Emission Intensity in tCO,/MWh

0.77
Intensity
range

® NLB Group baseline
2030 target
- Decarbonization Pathway [EA NZE WEO 22

NLB Group will achieve its net-zero targets by
continued engagement with its clients and by
rewarding and incentivising clients to implement
existing or develop decarbonisation plans for installing
additional renewable energy production capacity,
decommissioning fossil-based power production,

and upgrading existing renewable energy plants to
improve their efficiency, helping accelerate the energy
transition.

The Group already has significant exposure to
renewable energy sources and has set a financing
pledge to further boost this carbon-neutral sector.

However, NLB and other banks in the region will not
be able to achieve such targets without the support
of EU and national-level incentives to develop
renewable energy production facilities, including
funds directed to such projects.

The accelerated development of technologies at scale,
including green hydrogen production, is also crucial,
as well as accelerating the phase-out of coal and
other fossil-based power production. A need to reduce
reliance on imported fossil-based energy from abroad
is also evident. Finally, the long-term implementation
of carbon capture and storage networks on a national
and/or regional scale will help producers of fossil-
based electricity abate their emissions.

Iron & Steel

NLB’s target scenario for the iron & steel portfolio is
guided by the IEA NZE 1.5°C pathway, which is aligned
with data from IEA global net-zero scenarios. This
scenario envisions an average energy efficiency of
0.108 tCO,/t steel across our iron & steel portfolio by
2050 and interim target of 1.070 tCO,/t steel by 2030,
which NLB sets at Group level. NLB’s current baseline
is at 0.600 tCO,/t steel, which is already significantly
below the 2030 target.

The steel industry can achieve net-zero targets by
replacing emission-intensive technologies with low-
emission technologies, reducing the emission infensity
of their process by using low-carbon feedstock, and
further developing and implementing their existing
decarbonisation commitments and plans.

The majority of NLB Group sector exposure is already
with clients which are well along their decarbonisation
plans; as for other clients not as advanced on this

path, our immediate objective is to understand where
they are in terms of carbon intensity, and what their
strategic targets are for 2030 and beyond so we can be
a strategic partner to them.

Key factors for achieving net-zero targets include
ensuring that key clients in Slovenia with low-
emission-intensive operations contfinue to operate
via low-emission technologies (currently EAFs -
Electric Arc Furnaces), ensuring that key clients with

decarbonisation commitments in place implement
these plans as a minimum.

Decarbonising the industrial energy mix on a national
scale across the region is paramount, as is the long-
term implementation of carbon capture and storage
networks on a national and/or regional scale to
provide the opportunity for steel producers to join such
networks.

Iron & Steel

Emission Intensity in tCO2/t steel

1.64
Intensity
—\1070 range
0.600
0.108
u z
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® NLB Croup baseline
2030 target
- Decarbonization Pathway IEA NZE 1.5 degrees Celsius

Commercial Real Estate

Target scenario for the commercial real estate sector

is guided by the SBTi 1.5-degree Celsius scenario and
data from IEA global net-zero scenarios. This scenario
envisions an interim target of 39 kg CO,/m? by 2030. The
interim science-based target are set only for NLB, as
only in Slovenia there are enough official EPC data to
develop a robust enough baseline for target setting. In
addition, Slovenia is part of the European Union; thus,

it has set green transition targets on the national level,
which are supported by legislation.

NLB will work towards achieving the target by
engaging with clients and focusing on new production
of commercial buildings with the best energy
performance certificates. In addition, it will promote
other green loans for retrofits and renovations of
existing commercial housing stock with the focus

on improving energy efficiency as well as for the
installation of heat pumps.
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Commercial Real Estate
Emission Intensity in kg CO,/m?

e 67% e
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reduction according fo SBTi 1.5°

Currently, we nofice in the market only moderate demand
for the best energy-efficient buildings, as they have
substantially higher construction costs which are not
always passed on to tenants. However, NLB is determined
to decarbonise this sector by committing to at least 30%
of new production volume in the most energy-efficient
commercial buildings (<50 kg CO,/m?) by 2030.

Residential Real Estate

NLB’s target scenario for residential real estate is guided
by the SBTi1.5-degree Celsius scenario and data from
IEA global net-zero scenarios. This scenario envisions an
average energy efficiency of 0.4 kg CO,/m? across our
mortgage portfolio by 2050 and interim target of 18.7 kg
CO,/m? by 2030. Similarly, as in Commercial Real Estate,
the interim science-based target ar set only for NLB, as
only Slovenia has enough official EPC data to develop

a robust enough baseline for target setting. In addition,
Slovenia is part of the European Union; thus, it has set
green ftransition targets on the national level, which are
supported by legislation.

NLB will work towards the achievement of the target by
engaging with clients and focusing on new production
of homes with the best energy performance certificates
(EPC A & B), and promote other green loans for retrofits
and renovations of existing housing stock with the
focus on improving energy efficiency as well as for the
installation of heat pumps.

1SBTi Power Tool only allows a target year until 2035

Residential Real Estate
Emission Intensity in kg CO,/m?

s <56% -
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To emphasise the determination to move towards
the targets of the mortgage portfolio, NLB commits
to at least 15% of new mortgage production volume
in Slovenia to be in energy label A and B, with an
expectation of further increasing our commitment in
the following years.

For this it is crucial for governments to implement policies
such as those in place in EU countries, requiring all new
buildings from 2020 onwards to be near-zero energy
buildings (NZEBs), i.e. belonging to EPC Class A, which
will lead all new construction and renovation to result in
zero-energy buildings (ZEBs) as of 2030, i.e. = 0 kWh/m2.

Achieving net-zero carbon emissions in the residential
real estate sector is a challenging task that requires
the collaboration of all stakeholders, including banks,
governments, industry players, energy providers and
homeowners.

Real estate, both residential and commercial,
represents a significant contribution to carbon
emissions in all 6 markets where NLB Group operates
and it represents a significant barrier to achieving net
zero by 2050. This calls for more drastic approaches,
particularly in the modernisation of existing buildings.

The Group is committed to playing a crucial role in
enabling modernisation by developing innovative
financing solutions and partnerships. However, we
recognise that this effort cannot be undertaken in

isolation. Governments must provide enhanced
subsidies for homeowners and implement policies that
support the development of the renovation supply chain.
To put the challenge in perspective, even if all homes in
NLB Group portfolio achieved label A or equivalent in
all six markets by 2030, the Group would not meet the
science-based interim target without a significant and
rapid greening of the grid in all countries and conscious
efforts by homeowners to reduce energy consumption.

In both the residential and commercial real estate
sectors, the national energy mix plays a critical role in
determining efficiency milestones. Governments and
institutions must steer the transition towards renewable
electricity capacity and phase out fossil fuels. In
Slovenia, coal still accounts for a substantial portion of
electricity production and will continue to do so until
2033, when the TES coal-fired power plant is scheduled
to be decommissioned, even more so in other markets
where NLB operates.

Homeowner engagement is another key factor.

Energy efficiency, as represented by energy labels, is
paramount. Banks and homeowners can collaborate

to drive progress in this area. Homeowners need to
demonstrate a willingness and financial capacity

to invest in renovations. Homeowners’ energy
consumption habits also significantly impact efficiency
milestones. This necessitates the active participation of
all household members and is influenced by the price of
energy, which, as we learned in the recent years, can be
extremely volatile due to global events.

To effectively track energy performance, NLB utilises
energy labels where possible and uses proxy data
where energy labels are not available. Where energy
label data is not readily available, the Bank is devising
alternative methods of determining CO, intensity using
available data such as building year, modernisation
and subsidised loans. NLB also continues to collect
EPC labels for new mortgages, which will take time to
encompass the entire portfolio.

NLB advocates for an inclusive approach to energy
efficiency and does not believe in limiting finance to
homeowners with the worst energy label homes (G

or F labels). The bank’s objective is to empower all
homeowners to make the necessary changes, and it
will continue to develop innovative products, services,
and partnerships to achieve this goal.
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Climate
(net-zero) strategy
governance

At NLB Group, paramount importance is placed on
net-zero implementation as a multi-decade initiative.
As such, a robust governance structure will be
established, ensuring that the net-zero decarbonisation
plans and sustainable financing are guided by top-
level executives and implemented effectively across

all sectors. Thereby, effective governance, strategic
oversight and regular monitoring of NLB Group’s net
zero decarbonisation plans are entrusted to the highest
executives.

To streamline decision-making and enhance
accountability, a dedicated body named the Climate
Change Committee was formed. This committee

has full authority and responsibility over the
implementation of NLB Group net-zero strategy. The
committee is composed of key individuals who will
cover both strategic and operational aspects of the
decarbonisation efforts. The committee comprises all
six members of the Management Board, as well as at
least six core team members. The core feam members
include a project-lead from the Sustainability Unit

and representatives of Global Risk, Retail Banking,
Corporate Banking, Data/IT and Group Steering
divisions/ departments. The core team is charged with
designing the second round of target setting scheduled
for mid-2025.

The composition of the committee ensures a holistic
approach to the decarbonisation process. It brings
together executives and experts from various areas

to provide comprehensive guidance and insight.

This collaborative effort aligns different areas of

the organisation, enhancing interdepartmental
coordination and facilitating effective decision-making.

Strategy and Business
Development Division -
Sustainability Unit

Figure 7: Overview of net-zero steering within NLB Group’s
overall sustainability governance
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Data and approach
limitations

NLB Group acknowledges the intricate nature of
establishing and evaluating sector targets. The Group
has employed scenario pathways aligned with a

1.5°C global warming constraint across all sectors.
The Group intends to forgo the utilisation of offsets

to achieve its 2030 NZBA sector targets. Instead, the
Group will monitor and contribute to the development
of industry standards for offsets as they emerge. The
Group will also engage with its clients fo encourage
them to formulate their own net-zero strategies, which
may involve utilising carbon credits to offset residual
emissions in accordance with scientific guidance. The
targets have been developed under the supervision
of internal risk functions and are approved at the
executive level. In line with NZBA guidelines, the Group
commits to reviewing its targets at least every five
years, ensuring they align with significant changes

in international agreements or national goals. The
Group will also publish annual progress reports on
these targets in its sustainability reports and continue
to enhance its internal capabilities for target tracking
and moniforing.

Sector and scenario
selection

In its initial round of NZBA targets, NLB Group has
focused on fossil-fuel-based and highly energy-
infensive sectors (power generation and iron and steel)
and other sectors where the Group has substantial
emissions and/or exposure and available data.
These include residential mortgages and commercial
real estate. The sectors of cement and oil and gas
have been excluded due to the limited materiality

of NLB Group’s exposure. The Group’s road freight
tfransportation activities encompass a range of
businesses of varying sizes, including many small
businesses, posing data challenges that prevent the
establishment of a road freight transportation target
at this stage. Similarly, for agriculture, at the time of
target setting, a comprehensive decarbonisation
methodology had not yet been fully developed,

and data challenges arising from mostly small and

medium-sized clients hinder the establishment of an
accurate baseline for agriculture and limits the Group’s
ability to steer the portfolio at this time. NLB aims to
address the remaining NZBA sectors in future reporting
updates and will continue to assess its external sector
statements.

NLB is using the IEA NZE 2050 scenario as the
foundation for our sector targets as it limits global
warming to 1.5°C by 2050 and it was recognised as a
credible scenario. This is a more ambitious approach
than some other scenarios, and it reflects the growing
urgency of addressing climate change. The scenario
relies conservatively on negative emissions technologies,
which are methods of removing carbon dioxide from
the atmosphere. This is a cautious approach that
acknowledges the uncertainties surrounding these
technologies, especially in the SEE region.

NLB Group will
continue to support
oublic policy
developments that
accelerate the green
fransition.

Data limitations

NLB is employing the developing industry standard
developed by the Partnership for Carbon Accounting
Financials (PCAF) for measuring and disclosing
financed emissions of its lending portfolio. This same
PCAF approach has been employed in establishing
baseline emission estimates for our targets, and
client-related targets and commitments have been
considered where applicable to inform our target
setting process. Despite ongoing industry-wide data
challenges, with not all companies reporting their
emissions and underlying information on emissions
from consumer-related assets such as mortgages not
universally available across the whole region, NLB
Group remains committed to enhancing its climate data
capabilities. This includes expanding data sources and
fostering partnerships with leading institutions and
think-tanks in the region to increase the availability and
quality of client-level data.

Key Dependencies

Each target has been established with an
understanding of the crucial dependencies on
external parties and factors to achieve these targets,
which is also disclosed in the specific sectors. To
achieve net zero, concerted collaboration is essential,
and NLB Group will continue to support public

policy developments in Slovenia and the broader
region that accelerate the transition. Public policy
measures in all countries where the Group operates,
and where our clients or customers operate or sell
their products, will be instrumental in achieving
decarbonisation at scale, particularly in high-emitting
sectors such as housing and fransportation. The
Group will continue to partner with businesses and
key industry players to spearhead the transition as
they enhance their capabilities and skills to enable the
necessary transformation. These key sector-specific
dependencies are outlined in sector disclosures.
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Sustainability governance

Through team sports, the young learn

effective communication and conflict resolution,

skills also essential for cultivating inclusive and sustainable

communities. Similarly, sustainability governance within NLB Group is fueled by the dynamics
of a team sport, striving to make significant strides for both present and future generations.

Play with
heart,
for passion
fuels
greatness.




Governance

NLB Group is committed to the highest standards

of corporate governance and responsible business
conduct. Thus, we create an environment of

trust, transparency and responsibility needed for
stimulating long-term investments, financial stability,
and business integrity.

Corporate
Governance

The daily operations of NLB are run by the
Management board, and the Supervisory Board

is providing for the control and supervision of the
Management Board’s work.

The Bank’s corporate governance framework is defined
in the Corporate Governance Policy of NLB, which
regulates the relationships between the Management
Board, the Supervisory Bboard, the shareholders and
other stakeholders of the company. The NLB Corporate
Governance Policy is an intfernal document drawn up
jointly by the Management Board and the Supervisory
Board, wherein they commit to and publicly disclose
how they supervise and run the company. It also
provides the structure (organisation) through which
the objectives of the company are supported and the
means of attaining those objectives and monitoring
performance are provided. The current version of the
NLB Corporate Governance Policy was adopted by

the Management Board and Supervisory Board in
2023. Key changes to the policy were made due to the
recently changed Slovenian Corporate Governance
Code for Listed Companies and other recent changes in
EU and Slovenian legislation.

NLB Group Is
commiffed to the
highest sfandards of
corporate governance.

The NLB Corporate Governance Policy is harmonised
with and applicable together with the NLB Group
Governance Policy, which was amended in 2023 and
defines the Group operating model through corporate
and business governance rules, and principles,

criteria and mechanisms for NLB Group. NLB Group

is organised in a manner allowing NLB as the parent
bank to manage the risks to which NLB Group is or may
be exposed in its business operations.

» To learn more about the corporate governance
structure and policy, please refer to the NLB website.

General meetings of
shareholders

The shareholders exercise their rights related to the
Bank’s operations at General Meetings. NLB Group
strives for transparency of operations, which allows
the shareholders and other recipients of information
to correctly assess the position, operations, risks and
management of the Bank and the Group. Transparency
of operations by ensuring quality disclosures,
frequency of information delivery and accessibility

of publications is one of the most important building
blocks of the Bank’s governance. Special attention is
paid to timely, comprehensive and quality publications
of documents related to the convocation of General
Meetings and the proposed resolutions to be adopted
by the General Meeting, particularly regarding the
proposal of candidates for members of the NLB
Supervisory Board. The Management and Supervisory
Boards jointly determine the proposed resolutions to
be put on the agenda and the General Meeting then
decides on the proposals on such agenda. For the
election of the members of the Supervisory Board,

the resolutions are proposed by the Supervisory
Board alone, following the “Fit & Proper” assessment
procedure and obtaining a positive assessment of such
candidates from the Nomination Committee.

» Information on convocation of the General Meetings
is published on the NLB website.

Nomination, appointment
and assessment of the
Management Board and
the Supervisory Board

NLB has established rules and procedures of
nomination, selection (appointment), replacement and
assessment of the management bodies (Management
Board and Supervisory Board), which are stipulated
in the Policy on the selection of suitable candidates
for members of the Supervisory Board of NLB d.d.
(hereinafter: the SB Policy), and the Policy on the
selection of suitable candidates for member of the
Management Board of NLB d.d. (hereinafter: the MB
Policy). As stipulated in both policies, the selection
process for the management bodies’ members
encompasses seven steps: identification of the need

to search for and nominate a candidate for the
member, definition of the profile, search for candidates,
selection of the candidates, “Fit & Proper” assessment
of the candidates, proposal for appointment of

a candidate, appointment of a candidate as a
management body member.
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The Management Board

The Management Board represents the Bank and
manages ifs daily operations, independently and at

its discretion, as provided by the applicable laws and
the Articles of Association of NLB. The Management
Board appoints different committees, commissions,
boards and working bodies to execute individual
tasks within the powers of the Management Board. In
accordance with the mentioned Articles of Association,
the Management Board has three to seven members
(the president and up to six members) appointed and
dismissed by the Supervisory Board. The president
and members of the Management Board are assigned
to a five-year term of office. At the end of 2023, the
Management Board of NLB was comprised of six
members.

The MB Policy sets out the framework enabling the NLB
d.d. Management Board to be composed in such a way
that, as a whole, it has the appropriate knowledge, skills
and experience required for an in-depth understanding
of the Bank’s strategy and challenges, and the risks

fo which it is exposed. The Policy sets outf the process
for selecting suitable candidates for Management
Board members, which is composed of several steps,
and the professional criteria of selection and expertly
managed procedures of candidate selection enabling
the bodies of the Bank to lay the grounds for selection
and perform due diligence in accordance with the
highest ethical standards and care in the selection of
suitable candidates for Management Board members.
This ensures that the Bank’s Management Board is
composed of individuals having a balanced range

of skills, knowledge and experience with regard to

the strategic goals and challenges, and possessing
appropriate qualifications as a team considering the
size, complexity and risk profile of the Bank. The MB
Policy stipulates detailed and comprehensive criteria
with regard to knowledge and competences that
should be taken into account in the selection process.

Once a year, the Supervisory Board assesses the
composition of the Management Board, performance,
potential conflicts of interest of individual members,
and performance of individual members and the
Management Board as a whole, as well as its efficiency.
If it establishes that the number of the members of

the Management Board is inappropriate or that the
number of members of the Management Board must
be increased, or that certain knowledge, skills and
experience are lacking, or that the members in the
Management Board are no longer qualified to perform
this function because they do not meet the required
conditions, or because one or several members are
unsuitable and thus the Management Board as a whole
no longer meets the required collective suitability, the
process of finding a suitable candidate (or candidates)
is started.

In 2023, the composition of the Management Board
remained the same as in 2022.

The Supervisory Board

The Supervisory Board of NLB consists of a total of
twelve members, of which eight members represent
the interests of shareholders and four members
represent the interests of employees. The Members of
the Supervisory Board of the Bank representing the
shareholders’ interests are elected and recalled at the
Bank’s General Meeting from persons proposed by
shareholders or the Bank’s Supervisory Board.

The SB Policy lays down the framework enabling the
NLB Supervisory Board to be composed in such a way
that, as a whole, it has the appropriate knowledge, skills
and experience required for an in-depth understanding
of the Bank’s strategy and challenges, and the risks to
which it is exposed. The SB policy sets out the process
of selecting suitable candidates for Supervisory Board
members, which is composed of several steps, and the
professional criteria of selection and expertly managed
procedures of candidate selection enabling the

bodies of the Bank to lay the grounds for selection and
perform due diligence in accordance with the highest
ethical standards and care in the selection of suitable
candidates for Supervisory Board members.

As arule, the Supervisory Board of NLB once

a yedr assesses its composition, performance,

potential conflict of interest of individual members

of the Supervisory Board, performance of individual
members and the Supervisory Board as a whole,
performance of Supervisory Board committees and
cooperation with the Management Board of the Bank.

If needed, the Supervisory Board sets measures for
improving its effectiveness and monitoring of their
implementation. If it is establishes that the composition
of the Supervisory Board is inadequate or deficient or
in case of ending the mandate, the process of finding a
suitable candidate is started. The SB Policy stipulates
detailed and comprehensive criteria with regard to
knowledge and competences that should be taken into
account in the selection process.

As the term of office of the four current members

of the Supervisory Board expired in 2023, the

process of selection and nomination has started.

An external agency was invited to participate in the
process of selection and nomination. The members

of the Nomination Committee have assessed the
candidates’ competences, skills, experience and other
requirements, and nominated candidates. Suitable
candidates were also nominated by the Slovenian
Sovereign Holding. Two new Supervisory Board
members were appointed, while for two of the current
members the term of office was extended.

» For further details please refer to NLB Group Annual
Report 2023, chapter Corporate Governance, and NLB
Corporate Governance Statement, section Information
about the composition and work of the Management
and Supervisory body and its committees.
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Independence of
management bodies and
management of conflicts of
inferest

NLB Group is committed to an efficient management of
conflicts of interest in its operations, to avoidance and
mitigation of and conflict of interest of Group employees
performing daily operations, and particularly of
members of the managing bodies. Members of the
Management Board and the Supervisory Board pay
special attention to recognising and implementing all
the necessary precautions to avoid any conflicts of
interest that could affect their judgment.

With the Policy on the Assessment of the Suitability of
Management and Supervisory Board Members in NLB
and Rules of Procedure of the Management Board

and the Supervisory Board, the Supervisory Board
committees and the Bank’s boards and the Policy on
Persons in Special Relationship of the Bank, we have
established an effective management system, i.e.
prevention and management of potential, actual and
apparent conflicts of interest. The system for managing
conflict of interest at the level of the Management

and the Supervisory Boards consists of assessment

of the conflict of interest in the framework of the Fit

& Proper assessment of the candidates for members

of the Management and Supervisory Boards, of the
members of the Management and Supervisory Boards
during their term of office, and management of conflicts
of interest that arise unexpectedly in relation fo an
individual event. Upon taking the position, any change
and once every year, the members of the Supervisory
Board sign the Statement of Independence, in which
they adopt a position regarding the fulfilment of criteria
of the conflict of interest and inform the other members
thereof.

» Full statements of independence are published on the
Bank’s website.

Diversity of management
bodies and senior
management

As a parent bank, NLB has established the Policy on
the Provision of Diversity of the Management Body and
Senior Management of NLB d.d. (hereinafter: Diversity
Policy). At the 2022 Annual General Meeting, the Bank
adopted amendments to align with the stipulations

of pertinent legislation and address the concerns of
stakeholders.

The Diversity Policy outlines specific goals for
achieving diverse representation on the Supervisory
Board, Management Board, and senior management.
The Policy establishes various diversity goals, ensuring
that the composition of the management body
encompasses a collective proficiency in knowledge,
skills and experience. This comprehensive approach
aims to foster a deep understanding of the Bank’s
strategy, challenges and the associated risks.

The Policy concurrently establishes a framework

to promote diversity of the Supervisory Board,
Management Board and senior management

across dimensions such as gender, age, a spectrum
of knowledge, skills, and experience, international
exposure and geographical origin.

Equitable gender representation

In line with its diversity policy and as a publicly listed
company, NLB is aware of the recommendations of the
initiative 40/33/2026 of the Association of Supervisors
of Slovenia.

This initiative entails achieving a representation of 40%
for members of supervisory boards and an overall 33%
representation for members of supervisory boards and
management boards of the underrepresented gender
in public joint-stock companies and state-owned
enterprises.

As at 31 December 2023

Women in the NLB Supervisory Board

4 out of 10 members

Women in the NLB Management and
the Supervisory Board

5 out of 16 members
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Objectives, processes and measures

Considering the size of the Bank and the Group, their
regional presence and business strategy, the following
aspects, objectives and processes are important to
ensure diversity:

Gender diversity

The Bank pursues this objective by ensuring that

all stakeholders involved in the HR process strive to
construct a well-balanced pool of candidates during
the recruitment process. This involves considering

the equitable representation of the less-represented
gender and achieving a suitable balance between
both genders in alignment with the objectives outlined
in the Policy. The establishment and implementation
of a comprehensive policy for candidate selection
create incentives for diversity within the management
body. This includes promoting adequate gender
representation in the management body, aiming to
address the underrepresentation of a particular gender
and outlining the criteria for the performance of each
role, including the requisite profile for members of the
management body, even prior to their appointment.

Age diversity

The Bank pursues the achievement of age diversity
that accurately reflects the Bank’s age demographics.
To fulfil this objective, the Bank employs recruitment
channels designed to attract a broad spectrum of
candidates across different age groups, ensuring
representation from all demographic segments in
both the management body and senior management.
When appointing new candidates, the Bank carefully
considers the appropriate balance between younger
and older members within the management body or
the age distribution within senior management.

Professional competencies, skills, and experience
The collective expertise of the management body
must encompass a diverse spectrum of knowledge,
skills and professional capabilities. Composition shall
adhere to specific criteria, encompassing factors such
as experience, reputation, effective management

of potential conflicts of interest, independence, time
commitment and the overall cohesion of the body. The
requests mentioned above apply mutatis mutandis to
the senior management. The procedure for assessing

these criteria and the criteria used is defined in more
detail in relevant policies to determine the suitability of
the management bodies and key position holders.

Continuity of composition of the management body
and senior management

The Bank ensures a suitable ratio between the existing
and the new members of the management body and
senior management by not changing all members

of the management body or senior management
simultaneously when mandates expire.

International experience

The Bank should ensure a suitable share of the
management body and senior management members
with international experience in different areas (e.g.
foreigners and Slovenians doing business abroad). To
this end, the Bank has established a timeframe, aligning
with relevant policies for selecting qualified candidates
in the selection process.

Personal integrity

The management body and senior management
members must achieve a high level of personal integrity
whereby integrity represents the expected action

and responsibility of individuals and organisations in
preventing and eliminating risks of using authority,
function, authority or other decision-making power
contrary to law, legally permissible goals and
according to the guidelines defined in the NLB Group
Code of Conduct.

Geographical provenance

The Bank strives for the management body members
to have different geographical provenances, ensuring
that at the collective level, the management body

has suitable knowledge of the culture, market
characteristics and legal framework in the areas where
the Bank operates.

To achieve the objectives outlined in this diversity

policy, the following measures are applied:

- Upon the appointment of new members or re-
appointment of the members of the Supervisory
Board and Management Board, due consideration
is given to the Policy on the selection of suitable
candidates for members of the Supervisory Board
and the Policy on the selection of suitable candidates
for members of the Management Board. The
above applies mutatis mutandis (with necessary
adjustments) to the appointment and re-appointment
of the Bank’s senior management.

- The pre-definition of conditions for the performance
of each function, including the required profile of
prospective members of the management body,
occurs prior to their appointment.

- Using recruitment pathways that attract a sufficiently
wide range of different candidates.

- Should two candidates for the position of a member
of the Management Board or a member of the
Supervisory Board meet all the required tender
criteria and at the same time the target gender
representation is not achieved in a certain body,

a candidate of the underrepresented sex shall be
selected.

- In achieving the target representation of the
Management Board, as well as by a predetermined
replacement plan and by fulfilling another member of
the Management Board, as defined by the Articles of
Association of NLB.

- Considering the objectives of the diversity policy when
assessing the collective suitability of management
and supervisory bodies.
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Diversity overview in 2023

and outlook

Table 8: Diversity of the NLB management bodies and senior management in 2023 and plan for 2024 - breakdown by diversity

objectives

Supervisory Board NLB

Management Board NLB

Senior management NLB

2023 Plan for 2024 2023 Plan for 2024 2023 Plan for 2024
Wide range of
knowledge, skills and High High High High High High
professional experience
International experience
of the members in Medium High Medium High Medium High Medium High Medium High Medium High
different areas
Continuity of composition . . . . . .
of the management body High High High High High High
Personal integrity High High High High High High
Geographical provenance Medium High Medium High Medium High Medium High Low Low
20-30=0 (0] 20-30=0 (0] 20-30=0 o
30-40=0 0] 30-40=0 (0] 30-40 =1 1
Age structure 40-50 =1 2 40-50=2 2 40-50 =23 18
50-60=5 5 50-60 =4 4 50-60=14 16
60+ =4 5 60+ =0 o 60+ =2 2
Share of women 40% 42% 16.7% 16.7% 43% 45%

Table 9: Gender diversity in the NLB management body and senior management level in 2023 - breakdown by age

Supervisory Board

Management Board

Senior management

Age Group Men Women Men Women Men Women
<31

31-40 1

41-50 1 2 1 18 5
51-60 2 3 3 4 10
> 60 3 1 2
Total (number/share) 6 (60%) 4 (40%) 5 (83%) 1(17%) 23 (57%) 17 (43%)

Table 10: Gender diversity in the management body and senior management level in 2023 - breakdown by NLB Group bank

members
Supervisory Board Management Board Senior management
Men Women Men Women Men Women
NLB 6 4 5 1 23 17
NLB KB Beograd 7 2 3 1 15 16
NLB Banja Luka 4 1 1 2 12 14
NLB Prishtina 4 2 2 0] n 2
NLB Skopje 3 3 3 0] 6 14
NLB Sarajevo 4 1 2 1 8 n
NLB Podgorica 3 4 2 1 13 9
Total (number/share) 31(65%) 17 (35%) 18 (75%) 6 (25%) 88 (52%) 83 (48%)
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Sustainability
governance

NLB Group has implemented a comprehensive
sustainability governance framework (top-down

and bottom-up). As the highest governance bodies,

the Management Board and the Supervisory Board
are responsible for managing and supervising the
implementation of sustainability related considerations
(factors and risks).

Overall sustainability governance, including the
implementation and management of ESG factors,
and management of climate-related risks and
opportunities, is set out in the Sustainability Policy
in NLB d.d. and NLB Group. After its adoption by

the NLB Management Board in December 2023

and the Supervisory Board in February 2024, the
policy replaced the former NLB Group Sustainability
Framework (1st version, September 2021). The Policy
lays down the scope of sustainability in NLB Group,
provides an overview and directions in relation to
governance and management of sustainability and
ESG matters in NLB Group, and ensures that assigned
responsibilities are duly documented in relevant
policies, procedures and controls.

The Policy is supplemented by the internal document
Standard — Rulebook for Sustainability Management
in NLB Group, which describes in detail established
mechanisms for harmonisation of sustainability-

and ESG-related policies, other documents, and
processes at NLB Group level. In addition, NLB Group
has over the years established several domain-
specific policies and instructions related to risk
management, environmental management, HR,
diversity and inclusion, human rights, compliance,
anti-corruption, tax, procurement and other specific
internal documents, developed in the Sustainability
Unit and respective business areas (competence lines),
in accordance with the NLB Group Governance Policy.

In 2023 sustainabillity
governance framework
Was upgraded.

Integration of
sustainability and ESG in
NLB Group’s strategy

The NLB Management Board and Supervisory Board
are responsible for preparing and implementing

NLB Group’s strategy, a part of which are strategic
ambitions related to sustainability and ESG. The
Sustainability Unit is responsible for preparation of

the Sustainability Policy, which is adopted by the NLB
Management Board, while the Supervisory Board gives
its consent to it. The Supervisory Board also approves
NLB Group’s strategy and oversees its implementation.

The sustainability-related governance and
organisational structure are harmonised across

NLB Group through established internal rules and
procedures. As a rule, sustainability-related policies
and other internal documents are adopted first in the
parent bank NLB, whereas the Group members are
responsible for adapting them and implementing them
in their operations according to the guidelines of the
parent bank and local legislation.

The sustainabillity-
related governance

IS harmonised across
NLB Group through
established infernal
rules and procedures.

Integration of
sustainability and ESG
in the organisational
structure

At NLB Group, we ensure that the responsibility for

ESG risk management, including climate-related

and environmental risks, is assigned within the
organisational structure of the NLB Group member and
is in accordance with the three lines of defence model.

The responsibility for managing our ESG impacts,

risks and opportunities is efficiently embedded in

NLB Group’s organisational structure. Governance

of sustainability and ESG, as well as organisational
structure, is set up in a way that enables overall
coordination of all important sustainable activities and
development with the strategic ambitions of the NLB
Group and compliance with legislative requirements
related to sustainability.

NLB Group has also established mechanisms for
harmonisation of sustainability- and ESG-related
policies, other documents and processes at NLB

Group level, which are summarised in this section and
described in detail in the internal document Standard

- Rulebook for Sustainability Management in NLB
Group. The internal document defines specific roles and
responsibilities of different bodies and sustainability
expert profiles, including communication flows and
reporting lines.

NLB Group
Sustainability
Report

Overview

Statement
of the CEO

Key Highlights
2023

About this
Report

NLB Group
at a Glance

Key
Chapters

Sustainability
Strategy

Climate (Net-Zero)
Strategy

Governance

Responsible
Business Conduct
and Respecting
Human Rights

Sustainable
Operations

Sustainable
Finance and ESG
Risk Management

Contribution
to Society

Appendices



Sustainability governance

The NLB Group has implemented a comprehensive sustainability - related governance framework (top-down and bottom up).
NLB Group

Figure 9: Sustainability governance in NLB Group Sustainability
Report

Supervising the implementation of the sustainability and ESG considerations (risk, opportunities and factors) .... B ent

of the CEO

Key Highlights
2023

About this
Report

Management Board of NLB

Managing the implementation of sustainability and ESG considerations and reporting to the Supervisory Board

NLB Group
at a Glance
All bodies, Strategy and Business Advisory Body Collective Decision-Making Body Management Board Members

competence Development Division - are supported by directors at B-1level

lines and Sustainability Unit e ) in 3 decision-making bodies Key
Sustainability Committee Corporate Credit Committee Ch a p.l. ers
organisational
units in NLB Sustainability Unit makes ; _ Risk Committe Committee for New and Sustainability
Group include proposals related to Sustainability Oversees the integration of Existing Products Strategy
th t o b.l.t Framework, drives and the sustainability and ESG
@ sustainability oversees the implementation of considerations to the NLB and NLB Assets and Liabilities Committee of Climate (Net-Zero)
and ESG sustainability-related roadmap, Group members business model NLB d.d. and NLB Group Gommittee for Business Strategy
considerations in measuring results and reporting in a focused and coordinated way IT Architecture
. . on the status across the company
their respective Operational Risk Governance
work area and Committee of NLB d.d. Data Management Committee Responsible
responsibilities. Business Conduct
Group Real Estate Asset g
Human Rights
Sales Council Sustainable
Operations
Climate Change Committee Sustainable
Finance and ESG
Risk Management
Sustainability management in NLB Group Core Members Contribution
, , , —— , , , — , to Society
Appointed ESMS officers, ESG Coordinators, Sustainability Representatives, responsible for active collaboration with Sustainable
Development Unit, for managing and executing the sustainability initiatives locally and to report to their local Management Boards.
G Y, .
Appendices

Sustainability and ESG considerations are part of the internal control system in NLB Group.
The internal control system is designed to ensure that a process or other measure is in place for each key risk to
effectively reduce or manage that risk, and that the process or measure is effective for this purpose.

1+t level of control 24 Jevel of control 3rd level of control
(organisational units) (risk management, compliance) (infernal audit)



Management Board

and Supervisory Board
oversight of sustainability
and ESG

The NLB Management Board and Supervisory Board
are responsible for effective governance, and strategic
oversight of sustainability-related matters and ESG
risks and opportunities, including environmental

and climate-related ones. To assist and advise in

the sustainability implementation process, as well as
to execute individual tasks within the powers of the
Management Board and Supervisory Board, there
are severadl bodies (committees) in place. This chapter
presents their oversight of key sustainability-related
topics.

» For more information regarding oversight on other
topics, please refer to the Corporate Governance
Statement, published in the business report of the NLB
Group Annual Report 2023.

Management Board

The NLB Management Board is the Bank’s highest
decision-making and representation body. The
Management Board manages the Bank and makes
business decisions independently and autonomously,
adopts strategies, ensures adequate risk control, and
acts with the diligence of a conscientious and fair

manager, protects business secrets, and is accountable
for the lawfulness of the Bank’s operation with the limits

laid down by the regulators.

The Sustainability Committee is an advisory body
to the Management Board, which tackles risks and

opportunities related to climate and other sustainability

issues. To explore the Committee’s role and

responsibilities in detail, please refer to the chapter NLB

Group Sustainability Committee below.

The Climate Change Committee is a new body
set out at the end of 2023. The Committee

has full authority and responsibility over the
development and implementation of the NLB
Group Net-Zero Strategy, to streamline decision-
making and enhance accountability related to set
decarbonisation targets.

» To explore the Committee’s role and responsibilities
in detail, please refer to the chapter Climate (Net-Zero)
Strategy.

Sustainability matters, as part of broader management

topics, are also regularly considered and approved at:

a) seven collective decision-making bodies that
provide decision-making support to the whole
Management Board: Corporate Credit Committee,
NLB Group Assets and Liabilities Management
Committee, NLB Operational Risk Committee, NLB
Group Real Estate Management Committee, Sales
Committee, Risk Committee and Climate Commitee.
b) three decision-making bodies that provide
decision-making support to respective Management
Board members: Committee for New and Existing
Products, Committee for Business IT Architecture,
and Data Management Committee.
Committees support the Management Board and its
members in fulfilling the responsibilities in managing
respective areas. Identifying risks and opportunities
that arise from environmental, social (including human
rights) and governance issues, and supporting and
accelerating integration of ESGC factors in the Group
are among the key responsibilities of each committee.
Committee meetings are convened according to the
meetings plan, regularly and frequently. The majority
of them are held once a week, some of them monthly
or every two or three months. Ad hoc meetings are
convened when certain issues need to be addressed
urgently.

Supervisory Board

The NLB Supervisory Board and supervisory bodies
of NLB Group members perform their function by
monitoring the operations of individual NLB Group
members, including those that are sustainability-
related, within their competences in line with local
legislation, and in accordance with the established
Corporate Governance Policy in NLB d.d. and the
NLB Group Governance Policy and the Guidelines,
respectively.

Sustainability matters, as part of broader supervisory
topics, are regularly considered and approved

at the five NLB Supervisory Board committees:

Audit Committee, Risk Committee, Remuneration
Committee, Nomination Committee, Operations and
IT Committee.
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https://www.nlb.si/financial-reports-2023
https://www.nlb.si/financial-reports-2023

Table 11: Key sustainability-related topic areas discussed and approved the Management Board, Supervisory Board and their

committees in 2023

Key topic area

Sustainability governance

Goals, KPlIs, remuneration,
performance assessment

Net-zero strategy

ESG risk management

Compliance and integrity

Diversity

Reporting and disclosures

Key documents approved

- Sustainability Policy,
- Standard — Rulebook for

Sustainability Management

- Goals for NLB Group and NLB and for the

members of the Management Board for
2024, including sustainability goals

- Setting sustainability-related indicators

in Key Performance Indicators

- Sustainability-related plans in the

NLB Group Financial Plan 2024 and
financial projections 2024—-2026

- Sustainability-related assessments: Collective Fit

& Proper assessment suitability of the members
of the Management Board;, Assessment

of the Collective Suitability of Supervisory
Board Members; Supervisory Board self-
assessment; Audit Committee Self-assessment

- Net-Zero Disclosure Report, setting

decarbonisation targets for the first 4 sectors
and for green financing volume by 2050

- Statement of Management of Risk of

NLB, Regular quarterly risk reports
of NLB and the NLB Group;

- Risk Management Strategy of the NLB Group;

NLB Croup Risk Appetite; Infernal Liquidity
Adequacy Process (ILAAP), NLB Group Internal
Capital Adequacy Assessment Process (ICAAP)
the Recovery Plan of NLB Group, regular

Risk reports for NLB and NLB Group

- The Action Plan for Compliance

& Integrity for 2024

- Regular Compliance and Integrity Reports

- Policy on the provision of diversity of the

management body and senior management

- Annual Review of the Diversity Policy

- NLB Croup Sustainability Report for 2022,

sustainability-related content in the Annual
NLB Croup Report for 2022, regular interim
reports on the operations of NLB Group,
including reports on sustainability

- Report of the progress and implementation

of the ESG factors in NLB Group

- Pillar lll Disclosures of the NLB Group

for 2022 and acknowledgement of
quarterly Pillar 11l Disclosures

MB

Management and Supervisory Boards’ review and
approval process is supported by organizational
units that are responsible for particular domain and
in particular by their advisory and collective decision
making bodies.

These bodies prepare and coordinate the statements
and reports, and submit them to the Management and
Supervisory Board for discussion and approval.
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Management’s role in
managing ESG risks and

opportunities

In NLB Group responsibility for managing the Bank’s

environmental and social impact is efficiently delegated

across NLB Group members and competence lines, in
line with harmonisation of the sustainability-related

organisational structure.

Figure 10: Harmonization of sustainability in NLB Group

Sustainability matters are
integrated in NLB Group’s
established governance

Advisory bodies to

the Management Boards on
sustainability matters are
established.

Central sustainability / ESG
steering at NLB d.d. and
NLB Group level is ensured.

ESC Risk Management is
implemented throughout the
Risk Competence Line.

Sustainability management is
implemented in other business areas
through other key Competence Lines/
Organizational Units.

Namely, the Group acknowledges the complexity

of various sustainability matters and the urgency
for integrating all business areas and aspects in

the governance process. Therefore, apart from

the Management and the Supervisory Boards and
their bodies (Supervisory Board’s committees,
collective decision making and advisory bodies to
the Management Board) organisational units tackle
sustainability in their respective area of work and
responsibilities, including climate-related, other
environmental and social risks and other ESG matters.

NLB Group Steering co-operates in the process of sustainability/ESG harmonization
and management in NLB Group banking members

NLB d.d.
(parent bank)

Supervisory Board,
Management Board,
Committees

Sustainability
Committee

Sustainability Unit
Head of Sustainability
Sustainability
Coordinators

ESMS Team

Sustainability
representatives in key
OUs that constitute CL

Coordinating, Delivering and
overseeing an overarching
NLB Group sustainability
policies, strategies, guidelines,
expert advisory

Delivering and overseeing ESG Risk
management framework, including
credit process, stress testing,
business continuity.....

v

v

Delivering and overseeing busines
lines specific policies, strategies,
guidelines, expert advisory

v

Banking members

Supervisory Board,
Management Board,
Committees

Sustainability-related
body (committee,
workgroup...)

Sustainability Manager
and a substitute/deputy
OR Sustainability Unit

OR Sustainability Advisor to

the MB

ESMS Officer(s)

Sustainability
representatives in key
OUs that constitute CL

Leasing and asset
management
companies

Supervisory Board,
Management Board,
Committee

Sustainability-related
body (committee,
workgroup...)

Sustainability Manager/
Coordinator
and a substitute/deputy

Sustainability
Representatives in key
OUs that constifute CL

Mutual collaboration among all bodies, competencel lines, organizational units, sustainabilty profiles, capacity and culture-building

Non-financial core
members

Supervisory Board,
Management Board,
Committees

Sustainability-related
body (committee,
workgroup...)

Sustainability
Coordinator
and a substitute/deputy

Sustainability
Representatives in key
OUs that constitute CL

Internal controls in each NLB Group member through the first (organizational units), the second (risk management, compliance), and the third level of control (internal audit)
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NLB Sustainability
Committee and
sustainability-related
bodies in other NLB Group
members

The NLB d.d. Sustainability Committee (hereinafter the
Committee) is established as the central sustainability-
related advisory body to the Management Board. The
Committee oversees the integration of the ESG factors
info NLB d.d. and the NLB Group members’ business
model in a focused and coordinated way across the
company and issues opinions, recommendations

and initiatives, and takes relevant decisions when
needed. The Committee discusses, develops and
validates sustainability strategies, policies, initiatives,
methodologies, KPIs and other relevant documents and
procedures, and recommends these for the approval
of the NLB d.d. Management Board. The Sustainability
Committee has an influence over sustainability-related
strategic objectives and monitors their development
and realisation.

The Committee is convened quarterly, and is composed
of the senior officials across all areas of the Bank, and
chaired by the CEO of NLB. It provides the overall vision
and sustainability strategy, defines key policies, reviews
progress on major initiatives, decides on specific
external partnerships and agreements and ensures
cohesion of the overall programme with the Bank’s
mission. The Rules of Procedure of the Sustainability
Committee determine the composition and powers of
the Sustainability Committee and its members, as well
as the manner of its operation and decision-making.

NLB Group members establish local sustainability-
related bodies considering the nature, scale and
complexity of the activities and organisational structure
of the member. Sustainability-related bodies can be
established in various forms, such as sustainability
teams, project groups, working groups, committees,
etc. The sustainability-related body may include
internal and external members.

The members of the local sustainability-related body
are appointed by the management body of the NLB
Group member, and the NLB Group member adopts the
basic rules of procedure of such body.

NLB Sustainability Unit

The Sustainability Unit is set-up within the Strategy and
Business Development Division (which is part of the
CEO stream) in the parent bank NLB d.d. In this manner,
sustainability in NLB Group is coordinated through

the central coordination tfeam. The team consists of
sustainability coordinators and is led by the head of
the Sustainability Unit, who reports to the director of
the Strategy and Business Development Division, who
reports directly to the CEO of NLB d.d. The latter also
reports to the Management Board and Supervisory
Board of NLB d.d.

The Sustainability Unit is the overall coordinator of
sustainability management and closely cooperates
with the individual competence line which is a
responsible owner of the entire process in its field of
work, without unduly infringing upon the established
internal governance system and control functions. The
general roles and responsibilities of the Sustainability
Unit are described in detail in the Rules of Organisation
of NLB d.d.

Competence lines

Sustainability and ESG are important topics that need
to be strongly embedded in all key business areas

in NLB Group. Each key competence line is therefore
responsible for harmonisation and oversight of the
implementation of sustainability and ESG matters in its
field of work. Relevant sustainability and ESG matters
are communicated to the relevant key competence line
in advance by the Sustainability Unit.

The established governance mechanism of the
competence lines in general is stipulated in the

NLB Group Governance Policy and Competence

Lines Guidelines. Consequently, in the context of
harmonisation and standardisation of NLB Group
operations in terms of sustainability and ESG, the main
roles of key competence lines are:

- to monitor that all NLB Group members nominate
sustainability representatives in the competence
lines’ field of work (applies to primary and supporting
competence lines, as defined in the Standard -
Rulebook for Sustainability Management in NLB
Group)

- to ensure that the relevant rules and principles
(group-wide) related to sustainability and ESG are
incorporated intfo the competence line’s documentary
framework (i.e. competence line policies,
methodologies, etc.) and, using already established
governance mechanisms, transfer them to the
activities of NLB Group members.

- to monitor that members of the NLB Group operate
in accordance with group-wide rules and principles
of sustainability and ESG that are related to the
competence line’s field of work.

NLB Group members are responsible for complying
with the local or sector-specific regulatory
requirements applicable in the country of each NLB
group member.

Sustainability expert
profiles

In each NLB Group member sustainability expert
profiles are appointed who are responsible for
implementation of sustainability matters subject to their
scope of work: head of sustainability, sustainability
coordinators, sustainability manager, sustainability
manager deputies, ESMS officers and sustainability
representatives.
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Integration of
sustainability and
ESG in three lines of
defence

With the aim of ensuring efficient and consistent
implementation of strategies and operations of NLB

Group, its processes and procedures, protection of the

value of bank assets, and reliability and integrity of
accounting and management data and information,
an efficient system of internal controls has been set
up in NLB Group members. The appropriateness of
the internal control mechanisms is defined based on
the independence, quality and applicability of the
rules and controls of performance of organisational,
business and work processes of the internal controls
in NLB Group, and the internal control functions.

The foundation for this system is defined by the
internal document NLB Internal Control System,
which lays down the internal control system and

the responsibilities for its establishment, continuous
operation and improvement. In accordance with
internal procedures, the internal document is also

line of defence
organizational

line of defence
risk management,

rd

line of defence
internal audit

units compliance

First line of defence

First-level controls are designed to ensure the
proper implementation of business activities in every
organisational unit. Supervision in each individual
business area is carried out by the competent
organisational unit, which is responsible for the
implementation of procedures according fo the Rules
on Aufhorisations and Signing. All business and non-

- providing clear directions with regards to new
products and processes

- understanding, identifying and managing potential
other ESG risks that refer to the unit’s field of work

- ensuring that data for reporting and disclosures are
gathered and managed in accordance with internal
instructions and standards that apply for the financial
industry

- taking part in awareness activities and training on
mitigating climate-related and environmental risk
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and managing other sustainability topics.
primary responsibility for day-to-day risk management Responsible

in climate-related and other sustainability matters.

implemented in NLB Group members.

In addition to frontline staff, employees in back offices Business Conduct

Sustainability matters, including ESC risks, are strongly

integrated in the established system of internal controls This applies eSF.)eCIGHY o fr?nfllne employees in . (non-business units) are also responsible for identifying and Respecting
through three levels of defence. To this end, NLB Group corporate, refail and financial markets, whose main sustainability-related impacts, risks and opportunities Human Rights

) o ’ responsibilities are: that refer to their field of k. Th th ; .
has clearly defined the sustainability-related scope of arreter 1o their held of work. They manage them in Sustainable
work and responsibilities for each line of defence as . . o i line with principles, rules and procedures, as stipulated Operations

- conducting activities with clients within the . . . . .
described below. ) in this Policy and other internal documents, discuss )
established ESMS framework, accountable for Sustainable

or report them to their superiors and take partin

identifying and managing climate-related and other - . Finance and ESG
awareness activifies or training. )

ESG risks Risk Management
- obtaining relevant information on the sustainability Contribution

profile of the client (aspirations, needs, D=ty

decarbonisation plans, etc.), and identifying new

opportunities in the commercial strategy, while

adhering to internal acts Appendices

- informing clients about the development of
new sustainable banking products via internal
notifications, dedicated internal pages, manuals and
educational meetings, while respecting the principles
of responsible communication and avoiding any
greenwashing risk



Second line of defence

Second-level controls are divided between internal
control functions, risk management and business
compliance; the latter carries out independent controls
and supervision over the operation of the first line of
defence.

The risk management function directs risk
management and control by defining rules about

risk appetite, risk strategy, other risk policies and
guidelines, risk monitoring and management in the
ESG regulatory framework, and climate-related risks.
Its mandate is to provide an increased focus on holistic
risk management and cross-risk oversight to further
enhance risk steering and mitigation within NLB Group.
In addition, the risk management function ensures that
data for reporting and disclosures are gathered and
managed in accordance with internal instructions and
standards that apply for the financial industry, and
provide training on efficient ESG risk management, in
particular focused on climate-related risks.

The business compliance function sees to the
supervision of the correct implementation and
ensures compliance (line controls) with the regulatory
framework and its consistent interpretation at NLB
Group level, as well as identifying, assessing, preventing
and monitoring overall risks to compliance and
integrity in NLB. Among the responsibilities of the
compliance function is overseeing the implementation
status of applicable laws, directives, standards and
regulations, and guidance and support in assuring
compliance, as well as identifying, assessing,
preventing and monitoring overall risks to compliance
and integrity in NLB Group. All of the aforementioned
also apply to the ESG regulatory framework and
mitigation of ESG and climate-related risks.

The management of changes in the legal environment
also comprises climate-related and other ESG risks
among others (according to the internal document
Rules on the Management of Changes in the Legal
Environment). Compliance is included and monitors
developments in the regulatory area, communicating
these to relevant organisational units (e.g. newsletters
on regulatory changes) and is included in the general
sustainability activities to have proper oversight over
the implementation activities in this area.

The status of implementation of legal changes

or adjustments to the Bank’s operations is
regularly reported, but no less than quarterly, to
the Management Board and separately to the
Supervisory Board and, where appropriate, to the
Risk Management function and other operational
units. Compliance is actively involved in the ad hoc
sustainability working groups, the Sustainability
Committee, and regularly cooperates with the
Sustainability Unit as well.

Third line of defence

The third level of control is performed by the internal
audit function, which assesses and regularly checks
the completeness, functionality and adequacy of the
internal control system. Internal audit is completely
independent of both the first- and second-level control
functions. Sustainability and ESG matters are part of
the Audit Universe, which is a comprehensive overview
of all activities subject to internal audit. Therefore, it is
integrated in the regular annual planning process of
NLB d.d. and other NLB Group members.

Communication
of critical concerns

Sustainability-related topics, including ESG risks, are
regularly discussed and reported at all sessions of
governance bodies, as well as through daily operations,
in accordance with internal rules and procedures.
Committee sessions are convened according fo the
meetings plan, regularly and frequently. The majority
of them are held once a week, some of them monthly

or every two or three months. Ad hoc meetings are
convened when certain issues need to be addressed
urgently.

The responsibilities of all levels of control and roles
of all control functions in the Bank (internal audit, risk
management, compliance and integrity function -
including money laundering and terrorist financing
prevention, and information security) are further
specified in in the internal policy Internal Control
System. The document lays down the internal control
system and the responsibilities for its establishment,
contfinuous operation and improvement. Internal
control functions have access to the Supervisory Board
in the manner stipulated by the banking regulations.
They regularly (quarterly) report to the Supervisory
Board about their work.

NLB Group has also established Environmental and
Social Incident Reporting, which sets ouf the procedure
of environmental and social incident reporting fo EBRD
and MIGA. As a rule, in addition to governance bodies
of NLB Group members, these financial Institutions
must be promptly notified of any environmental or
social incident or accident related to the client or the
project, which has, or is likely to have, a significant
adverse business effect.
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Remuneration and
infegration of
ESG goals

NLB Group has established remuneration policies
to ensure that the remuneration arrangements help
recruit, motivate and retain management body
members, senior executives, and other employees.

The target-setting, performance evaluation and
remuneration framework for the highest governance
bodies, and other identified employees who can
significantly impact the risk profile of NLB and/or NLB
Group in the scope of their tasks and activities, is set
out in the Remuneration Policy for Members of the
Supervisory Board and Management Board of NLB
d.d. and in the Remuneration Policy for Employees in
NLB d.d. and in NLB Group (hereinafter remuneration
policies). Based on the Group guidelines, the
principles of the remuneration policies have also been
implemented in the NLB Group members.

Table 12: Remuneration practices in NLB Group

Both remuneration policies provide clear guidelines
for prudent remuneration to have responsible, fair
and fransparent remuneration mechanisms, forming
the basis for developing business with the objective of
creating and protecting value for all stakeholders. The
proposal for remuneration policies is approved by the
Management Board and the Remuneration Committee
and adopted by the Supervisory Board.

As part of the performance evaluation process, NLB
Group places a special focus on the achievement of
sustainability-related matters, including climate and
other environmental risks. Given the sustainability
roadmap of NLB Group, the Management Board
members and other identified employees are
committed to achieving targets set out in their
respective areas. In 2023, concrete targets and KPls
have been included in the performance plans of the
members of the Management Board of NLB and other
Group members, and were part of their individual
assessments. The table below presents remuneration
practices in NLB Group that refer to the Management
Board members and other identified employees.

Remuneration policy

Fixed remuneration Increases in fixed salaries are based on combination of inflation, market
comparisions, individual performance and experience

Performance We use a groupwide perfomance management system with setting smart

assessment goals and cascading top down. Performance is assessed against pre-
agreed individual goals aligned to business goals with qualitative and
quantitative measures.

Short - term These are annual discretionary awards paid in cash and instruments.

incentive (STI) Individual awards are based on a combination of group or NLB d.d.,
organisational unit and individual performance, and deferred awards are
granted to identified employees.

How this applies to identified employees

Fixed remuneration is determined based on the size and complexity ofo the role,
benchmarked to the local market and impacted by function and evaluation of the role and
individual performance.

Qualitative and quantitative performance measures and objectives are set at the
beginning of each year against the Group’s three strategic value drivers.

Achievement of the objectives is tracked throughout the year and evaluated at the end of
the year.

STl are influenced by the Bank’s, organisational unit and individual performance.
If it exceeds EUR 50,000 it is deferred for a period of a 5 years and is awarded as 50% in
cash and 50% in instruments (value depends on the NLB d.d. share price).
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Remuneration policy
for members of the
Supervisory Board and
Management Board

of NLB

The Remuneration Policy for Members of the
Supervisory Board and Management Board of NLB
(hereinafter: Remuneration Policy) provides clear
guidelines for prudent remuneration in accordance
with the relevant Slovenian and EU regulations and
documents, with the aim of ensuring prudent and
efficient risk management.

The competent specialised department, the
Management Board, the Remuneration Committee of
the Supervisory Board and the Supervisory Board of
NLB d.d. are involved in the decision-making process
on the formulation, changes and amendments to

the remuneration policy. An external contractor -
legal advisor for corporate law, who is a permanent
associate of the Bank, also participates in the
formulation, preparation or implementation of the
Remuneration Policy.

In 2023, the Bank amended the Remuneration Policy
and submitted it to the NLB General Assembly’. It was
not confirmed at the General Assembly, but since the
voting is of consultative nature, the Remuneration
Policy has entered into force and is applicable as of 1
January 2024. The Remuneration Policy will be further
improved and presented to the shareholders at the
next General Meeting.

1 The proposal for the changes to the Remuneration Policy were
approved by the Management Board and the Remuneration
Commiftee and adopted by the Supervisory Board af its session on
26 October 2023. The amendment of the Remuneration Policy was
then submitted to the NLB General Assembly, which was held on 11
December 2023.

Members of the Supervisory Board may only

receive remuneration that is compliant with the
relevant resolutions of the General Meeting. In the
recent Remuneration Policy the provisions on the
remuneration of the Supervisory Board members

have been updated taking into account the resolutions
passed by the 2023 General Meeting of Shareholders of
NLB d.d.

Members of the Management Board receive
remuneration consisting of a fixed and a variable part
of the salary.

- The fixed part reflects the relevant professional
experience, responsibilities and duties of a member
of the Management Board, as defined in his/her job
description. The fixed part of the salary is determined
based on the international benchmark of comparable
banks with regard to the function/area covered by an
individual member of the Management Board. The
fixed part encompasses monthly salary, other income
and reimbursements of expenses, other benefits as
agreed with the member of the Management Board
and defined in the Remuneration Policy, and pension
benefits.

- The variable part depends on the results achieved
that are directly connected with the achievement of the
goals of NLB Group and the goals of each individual
member of the Management Board that consists of
goals for the area covered by an individual member
and his/her personal goals. It is awarded and paid
in cash and instruments, according to the incentive
scheme. Variable remuneration depends on evaluation
of performance criteria - if goals are partially
achieved, the bonus is from 40% up to 60%, if goals
are achieved, the bonus is from 60% up to 80%, and
if all goals are exceeded, up to 100% of the maximum
bonus. Should the personal goals not be achieved, the
MB is not entitled to a performance bonus.

- Variable remuneration depends on the evaluation
of performance criteria (if goals are partially
achieved, the bonus is from 40% up to 60%, if goals
are achieved, bonus is from 60% up to 80%, and if
all goals are exceeded, up to 100% of the maximum
bonus. Should personal goals not be achieved, MB is
not entitled to performance bonus.

- The Remuneration Policy also sets out rules for
guaranteed variable remuneration, retention bonus,
compensation for early termination of the term of
office and compensation for the non-competition
period, as well as for malus, retention and return
of variable remuneration (clawback) and pension
benefits.

» For detailed information, please refer to the
Remuneration Policy for the Members of the Supervisory
Board of NLB d.d. and the Members of the Management
Board of NLB d.d. and the Remuneration Report for the
Business Year 2023.
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Variable remuneration:
Sustainability-related goals, targets
and weightings

The annual performance evaluation process for the
NLB Management Board is based on financial and non-
financial goals, i.e. other measurable targets, including
ESC targets ,with focus on environmental and social
(employee-related) targets.

In 2023, the weighting for ESG goals was as follows: Beside financial targets, the plan defines the following
- NLB’s CEO: 20% weighting non-financial targets with 50% weighting in the overall
- Other Members of the NLB Management Board: LTI plan:

from 17-20% weighting - linked to organisational culture, employee

Detailed breakdown of targets per each member of the development: decrease in gender pay gap,

Management Board is presented in the following tables. decrease in actual and desired organisational
culture,

In addition, Long Term Incentive (LTI) plan for 2025 - . linked to customer relations:

2027 for the NLB Management Board was approved by reaching the sustainable loan portfolio

the Supervisory Board at the end of 2023. target by 2027.

Table 13: Financial goals of NLB Group for all members of the NLB Management Board

Goal Category Weight

Goals Description

MB members,

incl. CEO;
. ) excl. CRO:
Financial goals of max 50%
NLB Group
CRO:
20%

Total revenues

Cost/income ratio (CIR)

Return on equity after tax (ROE a.t.), normalised
Cost of risk

Net fees and commission income

Operational business margin

Cost/income ratio (CIR)

Table 14: Other measurable targets of the NLB Management Board member for CEO Area

Goals in the areas
covered by the 30%
Management Board member

20%
Personal goals

Implementation of the NLB Group strategy (strategic project)

No. of actionable partnership/ecosystem/acquisition opportunities

Acquisition of ESG rating and then after improving scores

Achieving a reduction in the NLB Group operational carbon
footprint (excluding Scope 3 Category 15 emissions i.e. from
lending / financial investment activity) compared to 2022.

Bank-level NPS enhancement

Overall behaviour in line with the value system of the Bank

Achieving employee engagement

Employee development - training/education days

Realisation of Individual Development Plan
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Table 15: Other measurable targets of the NLB Management Board member for CRO Area

Goals in the areas
covered by the 60%
Management Board member

20%
Personal goals

Smooth integration of relevant N Banka'’s team into NLB

Cost of risk (in bps)

Implementation of Risk strategy of the NLB Group

Securing market competitive TTD (time to decision) in underwriting,
w/o jeopardizing the quality of the risk decision

Full implementation of 2023-deadline ESG commitments as signed with
EBRD/MIGA/NZBA and having established ESG-logic in all key risk
governing documents, serving as fully integral part of risk-steering

All clients with exposure above 10 Mio EUR fully covered by
ESC-logic, i.e. extended ESG review is performed

Overall behaviour in line with the value system of the Bank

Realisation of Individual development plan

Bank level NPS enhancement

Employee development - tfraining/education days

Employee engagement enhancement

Table 16: Other measurable targets of the NLB Management Board member for CFO Area

Goals in the areas covered by the

30%
Management Board member

20%
Personal goals

Bank-level NPS enhancement

Implementation of the NLB Group IT strategy (strategic project with IT component)

Growth enabling issuance of Capital/MREL instruments

Completion of design, project documentation and obtaining
necessary permits for the construction of the new Group HQ

Groupwide reduction of energy consumption (actual reduction in electricity use)

Overall behaviour in line with the Bank’s value system

Achieving employee engagement

Employee development - Building and activating
X talents as “data universe” champions

Realisation of Individual Development Plan
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Table 17: Other measurable targets of the NLB Management Board member for CGPO Area

Goals in the areas
covered by the
Management Board member

30%

20%
Personal goals

Ensuring our payment staff have improved technical and selling skills

Improving the efficiency and integration of Group function
including the implementation of payment initiatives

Succession plan for all areas under personal responsibility

Bank level NPS enhancement

Introducing Google Pay and integration in NLB Pay not later than
30.06.2023, with the main goal client satisfaction and app rating
improvement for NLB Pay across the Group (not NLB KB)

Full implementation of 2023-deadline ESG commitments as
sighed with EBRD/MIGA/NZBA in all subsidiaries (banks)

Achieving a reduction in the NLB Group subsidiaries' aggregate
operational carbon footprint (excluding Scope 3 Category 15 emissions
i.e. from lending / financial investment activity) compared to 2022.

Overall behaviour in line with the Bank’s value system

Achieving employee engagement

Employee development - training/education days

Individually aligned development plan with the SB on concrete
aftendance of coaching/trainings/conferences/workshops

Table 18: Other measurable targets of the NLB Management Board member for the Corporate Area

Goals in the areas covered by the 30%
Management Board member

20%
Personal goals

Succession plan for all areas under personal responsibility

Establish and develop CIB GROUP Project Finance HUB as competence
centre for the Group, with a special focus on sustainable finance

Bank-level NPS enhancement and customer NPS enhancement

Cross selling index

Annual growth of groupwide corporate green lending portfolio

Establishment of groupwide partnership(s) with turnkey PV/
battery/own use solutions for SME clients

Overall behaviour in line with the Bank’s value system

Achieving employee engagement

Employee development - training/education days

Individually aligned development plan with the SB on concrete
attendance of coaching/trainings/conferences/workshops
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Table 19: Other measurable targets of the NLB Management Board member for the CMO Retail Area

Goals in the areas covered by the 30%
Management Board member

20%
Personal goals

Succession plan for all areas under personal responsibility

Bank-level NPS enhancement and customer NPS enhancement

Increase groupwide digital and specifically mobile penetration

New volumes of groupwide retail green lending portfolio (new sales)

Establishment of groupwide partnership(s) with turnkey PV/battery/own use
solutions for micro and retail clients, with one or more distribution partner

Overall behaviour in line with the Bank’s value system

Achieving employee engagement

Employee development - training/education days

Individually aligned development plan with the SB on concrete
aftendance of coaching/trainings/conferences/workshops

Remuneration policy for other
identified employees

The remuneration of other identified employees

(i.e. employees other than Management and
Supervisory Board members who can significantly
impact the risk profile of NLB and/or NLB Group in the
scope of their tasks and activities) also comprises the
fixed part and variable part of the salary and included
assessment of achieving ESG goals, as presented

in the table below. The fixed part of the identified
employee salary consists of basic salary, allowances,
compensation, reimbursement of costs, bonuses,
voluntary supplementary pension insurance, and
other remuneration arising from collective agreements
(such as holiday allowance, jubilee award, solidarity
assistance, etc.). The variable part is subject to meeting
financial and non-financial goals. The following

goals apply in the following ratio to determining the
performance of an identified individual, whereas ESG
goals are defined as a part of Organisation Unit goals.
In addition to the variable remuneration, depending on
performance against defined goals, severance pay is
also the part of variable renumeration.

Table 20: Remuneration structure for other identified employees

Goal Category NLB /NLB Group goals  Organisation Unit Goals Personal goals
Identified employees 50% 30% 20%
Identified employees 20% 60% 20%

in control/supervisory function
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Performance assessment

- The decision on whether the performance criteria
have been met and the decision on the payment of
the annual variable for the Management Board and
other identified employees in a control/supervisory
function is made by the Supervisory Board. For other
identified employees the decision is made by the
Bank’s Management Board.

- Inthe event of exceptional economic uncertainty
or other extraordinary circumstances that could
jeopardise the solid capital base of the Bank and/or
NLB Group in the future, the Supervisory Board may
postpone the decision on awarding and/or paying
the variable remuneration (or part thereof) to the
Management Board member until such exceptional
circumstances cease.

- When assessing the performance of the members of
the Management Board, the Supervisory Board also
considers the year-on-year conditions of the local,
regional and global banking and economic market.

- Afeedback session regarding the achievement of
results for the previous year and the agreement on
goals for the next year is conducted with identified
employees, based on NLB Group’s strategy, NLB
or NLB Group’s goals and the Bank’s development
and project goals. During the year, the achievement
of goals is also checked, especially those related
to strategic projects on an individual level with
individual identified employees as well as on
collectively and on the level of the Bank’s committees
and the Supervisory Board.

- An employee who does not achieve personal goals
is not entitled to the annual variable part of the
salary, regardless of whether the goals of the bank
and the goals of the organisational unit have been
achieved. Likewise, an employee is not entitled to the
annual variable part of the salary insofar as it grossly
violates the values of NLB Group defined in NLB
Group Code of Ethics.

Management body training on
sustainability-related topics

In accordance with the Banking Act and the EBA
guidelines on assessing the suitability of members of
the management body and holders of key functions,
the Bank carries out regular self-assessments of the
collective suitability of its management body, which
includes also assessment of collective knowledge. By
this, it detects potential deficiencies in the collective
suitability and ensures that the management body
always has a wide range of knowledge, skills and
experience to be able to understand the Bank’s
activities and its main risks. In this context, climate-
related and other ESG risks and opportunities, as well
as broader sustainability considerations, have become
increasingly important topics for the Management
Board and Supervisory Board alike.

The management
body regularly attends
franing courses on
sustainabllity.

Throughout 2023, several fraining courses on

these topics were organised for different internal
stakeholders, the levels of the Bank addressing
different needs. The training programme contents

for the Management Board members, covering their
pertinent area, focused on topics of strategic relevance,
including ESG.

Collaboration with
Chapter Zero initiative

In 2023, NLB was active as one of the biggest
ambassadors of the Chapter Zero Slovenia
initiative, which was launched in April 2023

under the patronage of the Slovenian Directors’
Association (SDA) and British-Slovenian Chamber
of Commerce (BSCC). Taking part in this initiative
enables the Supervisory Board Members to

build their capacity in regard to principles and
frameworks for climate change strategy

and action.

In 2023, the Management Board members attended
various sessions on sustainability related topics,
including Respecting Human Rights and Cyber Security
Risk. Among others, some members of the Supervisory
Board attended trainings on Sustainability Leadership
Programme, Diverse and effective boards and
committees in a changing and competitive landscape,
and internal session on ESG - regulatory requirements,
and commitments.

CEOs and other Management Board Members in NLB
Group are also frequent guest-speakers on these topics
at conferences, panel discussions and other events
organised by partnering professional associations.
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Responsible Business Conduct and Respecting

Human Rights

In NLB Group, responsible corporate governance

is more than just respecting the applicable laws,
regulations and standards. It is also a reliable
compliance programme. The Group is committed to
assuring compliance and integrity in the different
countries where it operates. Compliance is integrated
into the Bank’s daily operations, thus contributing to
a strong internal control environment and ensuring
the management of compliance risks.

The Group is dedicated to upholding legal and ethical
standards. To promote a culture of compliance

and prevent fraudulent activities, the Group has
established various policies, procedures and training
programmes. These initiatives are regularly reviewed,
updated and monitored to ensure that they align

with relevant laws, regulations and ethical standards.
NLB Group employees are committed to the culture

of responsibility for the customer, realisation of the
planned business results and care for the environment
and a healthy lifestyle. All employees are included in
yearly training and awareness-raising activities in the
areas of general ethics, anticorruption, anti-money
laundering, information security, etc. The Group’s Code
of Conduct was updated in 2023 and provides guidance
and the principles of expected behaviour regarding
ethical conduct and requires appropriate conduct from
all employees at any level of the organisation, including
its contractors.

The commitment to the highest ethical standards and
responsible banking is communicated transparently
through external channels, such as press releases and
the corporate website, and internally via newsletters
and training sessions to ensure stakeholders and
employees are informed about the Group’s ethical
business practices.

» For more information, please refer to the chapter
Compliance and Integrity in the NLB Group Annual
Report 2023.

Responsible business
conduct

We expect our employees to act in a fair, responsible
and ethical manner, in adherence with the bank’s
compliance standards. The NLB Group’s commitment
fo responsible business conduct is set ouf in NLB Group
Code of Conduct.

The NLB Group Code of Conduct is a standardised
document that describes ethical business conduct,
outlines values and sets conduct guidelines for
relationships with clients, competitors, business
partners, state authorities, regulators, and
shareholders, and internal relationships among
employees. The aim of this approach is to ensure
compliance with all applicable laws, regulations and
standards.

The NLB Group operates in a wide range of different
natfional and cultural environments in which the
employees in the members of the NLB Group work.
The Code applies to all employees in NLB and in

the members of the NLB Group, as well as the NLB
Management Board and the NLB Supervisory Board,
and the management and supervisory boards of the of
the NLB Group members.

» To learn more about the Code of Conduct, please refer
fo the Bank’s website.

Compliance and Integrity
programme

In NLB Group, Compliance and Integrity functions
independently and separately from the Bank’s
operations. The Integrity and Compliance Policy of
NLB d.d. and the NLB Group was updated in 2023

and sets a strong strategic framework for the Bank’s
comprehensive programme of compliance operations
to constantly ensure compliance and integrity of
operations; this includes timely identification and
meeting of the requirements and commitments
regarding integrity and compliance that apply to

the Group; prevention, detection and elimination of
violations of regulations, internal documents and
other prescribed or assumed commitments as well as
strengthening of the compliance and integrity culture.

One of the notable highlights of the Group’s compliance
programme is the emphasis on creating a speak-up
culture. Employees are encouraged fto report any
suspected violations of laws, regulations or internal
policies. This reporting mechanism allows the Bank

to identify potential compliance risks and take
appropriate action in a timely manner.

NLB Group manages
compliance risks also
by speak-up culture,
reporting mechanisms,
and fraining.
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Political involvement

NLB Group is politically neutral and therefore does not
give financial contributions to political parties, political
representatives or political campaigns. It is strictly a
prohibited practice in NLB Group: members shall not
make either direct or indirect political contributions.

NLB and other members of the NLB Group are
committed to ensuring an apolitical reputation in their
business dealings, avoiding any perception that their
decisions are influenced by politics.

Protection of personal data
and information

Policies, rules, standards and procedures for personal
data and information protection (e.g. business secrets)
are used in our everyday operations in data protection.
Thus, we ensure compliance with the relevant
regulatory provisions that can differ significantly from
one country to another.

All employees
completed training on
compliance and data
oroftection.

Preventive measures and thorough control within NLB
and in relation to outsourced providers and suppliers
help prevent the loss or abuse of data and the violation
of data protection regulations, including the protection
of personal data. Each complaint is thoroughly
investigated, and appropriate measures are taken

tfo manage the risks or prevent potential violations.

To this end, all employees are included in yearly
training and awareness-raising activities in the field of
personal data protection. These sessions serve fo raise
awareness among employees, ensuring compliance
with established standards of personal data protection
and adherence to the regulations and standards.

Our communication strategy underscores the
importance of providing information to stakeholders
regarding our data protection policies. This ensures
that our clients, partners and employees have a
comprehensive understanding of our practices.

More details about NLB’s approach to personal data
protection (i.e. Privacy Policy) are available in our
General Information on Personal Data Protection on the
NLB website.

» For more information, please refer to the chapter
Compliance and Integrity in the NLB Group Annual
Report 2023.

NLB Group has
strenghten its
cybersecurity.

Cybersecurity

Information security is at the top of the issues that
enables the performance of the Group’s businesses, so
we pay special attention to assuring the confidentiality,
integrity and availability of data, information and IT
systems that support banking services and products
for clients, especially when it comes to topic of cyber
security, which includes the protection of internet-
connected systems from cyberthreats. Due to the
increasing number of users, devices and programs in
the Group and considering that the growing volume
and sophistication of cyber afttackers and attack
techniques compound the problem even further,
cybersecurity in the Group is constantly tested and
upgraded by security assessments, independent
reviews and penetration testing, as well as regular
discussions at the Bank’s Information Security
Steering Committee, Operational Risk Committee, and
Management Board meetings.

During 2023, the Group increased its capacity in terms
of human resources by establishing a new team in the
Group CISO office and also hiring specialists in different
domains. Additional improvements were made in
vulnerability management where all Group members
have a unified solution and configuration. As part of

information security governance and risk management,
we are establishing a renewed information security
framework in accordance with the requirements of ISO/
IEC 27001:2022, and use of automated tools for risk
management. Since only aware employees can ensure
that technology serves its purpose, in the Group we are
continuing with regular training about the importance
of information/cybersecurity, as well as social
engineering techniques and performing controlled
phishing companies. On the other hand, we invest a

lot of effort into protecting our clients from becoming
victims of various scams.

» For more information, please refer to the chapter IT
and Cyber Security in the NLB Group Annual Report

2023.

Fighting corruption and
bribery

NLB Group is firmly committed to compliance and
integrity and has zero tolerance for any form of
corruption and bribery practices in the different
jurisdictions where it operates.

NLB Group strongly condemns bribery and corruption,
as outlined in the NLB Group Code of Conduct. We
maintain zero tolerance for such practices, deeming
them unfair, illegal and harmful to societies and
countries with corrupt practices. We expect the same
commitment from our customers, business partners
and third parties. To ensure integrity, all NLB Group
employees are subject to restrictions on accepting
and giving gifts and hospitality, and other influences
on their conduct, with concrete measures in place to
manage associated risks.

NLB CGroup keeps
a zero folerance for
oribery and corrupfion.
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Within NLB Group, the recently updated Policy on

the Prevention of Corruption and Bribery and on the
Management of Conflicts of Interest, effective from April
2023, establishes a baseline for behaviour in situations
with identified corruption risks. The policy outlines
specific measures to manage these risks, aligning with
international standards in the fight against corruption.
These standards cover various aspects, including
engagement with agents and intermediaries, hiring
services of (former) civil servants, interactions with high
(state) representatives, preventing nepotism, averting
accelerated payments and ensuring transparency in
NLB Group operations.

As part of the fight against corruption and bribery, NLB
Group carries out several activities to manage these
risks:

- Ensuring specific terms in written agreements and/or
general terms and conditions with third parties define
anti-corruption and anti-bribery standards as a
minimum requirement for investment and purchasing

- Internal control mechanisms, including accounting
controls, are in place for the anti-bribery and anti-
corruption area.

- Regular, at minimum annual review, identification
and assessment of risks of conflicts of interest and
corruption in the case of external contractors and
suppliers and other contractual partners of NLB and
NLB Group through due diligence processes

- The compliance functions have carried out
awareness-raising activities in connection with
this area and have strengthened the approach to
managing these risks in day-to-day operations, for
example by implementing an assessment of conflict of
interest and corruption risk in relations with suppliers.

- All employees are included in yearly training and
awareness-raising activities in the field of prevention
of corruption and bribery.

- In NLB Group various (whistleblowing) channels
are established for reporting suspicions of harmful
conduct (internally and publicly available), including
suspicion of corrupt conduct.

» For more information, please refer to the chapter
Compliance and Integrity in the NLB Group Annual
Report 2023.

Whistleblowing

In NLB Group we understand the importance of

whistleblower protection, so we have designed a

whistleblowing system for all stakeholders who believe

that an act has been committed which is damaging

to the Bank or its employees, and which could have

serious consequences with respect to regulatory

sanctions, criminal liability or the bank’s reputation.

Such practices harm both the Bank and employees as

well as our stakeholders.

Every important suspected violation or act of

misconduct (such as abuse, fraud, including

suspected bribery or any form of corruption) must

be reported and investigated. NLB Group maintains

an environment that encourages employees to set

questions which can be discussed with their managers

or other employees in the Group, including the experts

in compliance, money laundering prevention and

anti-bribery and -corruption, or with lawyers or HR

managers. Employees also have access to different

channels through which they can report potentially

non-ethical or inappropriate business practices (even

anonymously): electronically via the Whistler web

application (also available for external stakeholders):

- electronically via the Whistler web application
(available also for external stakeholders)

- via e-mail to a dedicated e-mail address

- by regular mail to a dedicated postal address or post
box (available also for external stakeholders),

- in person

- by telephone.

Any suspected violation
or act of misconduct
must be reported and
investigated.

The Whistler application is available 24/7 to the
internal and external public, and the whistleblower
can decide if he/she wants to reveal his/her identity or
stay anonymous. Moreover, communication with the
whistleblower is carried out within the application. All
NLB Group banking members use the channel in their
local language.

In the area of fraud investigation in detriment to the
Bank, NLB processed 42 reports and other

NLB Group members a total of 65 reports of suspicion
of harmful behaviour received through different
channels (submitted by organisational units, via the
Whistler application, other channels and based on own
identification). Investigations of suspicions of harmful
behaviour are conducted centrally by authorised
investigators in NLB and other NLB Group members.
Depending on the results of the investigation, different
measures are taken afterwards (labour legal action,
filing of a criminal complaint, civil lawsuit, issuing
recommendations to improve the process,

informing employees...).

Table 21: Cases of suspicion of harmful behavior in NLB and NLB Group in 2023 (financial core members)

Failure to comply

Total cases  Whistleblowing Anti-Bribery and Conflict of . g
processed (1) cases (2) Corruption (3) interest (4) Misconduct (5) regtl.lflt‘: ;:‘\;re‘;rzg)l
NLB 42 (0] 0 1 15 18
NLB Group 65 3 3 4 48 28

(

@2
(3
“
5
©

1) Cases investigated in NLB and other financial core members in NLB Group, a case can refer to different categories

) Investigating procedures were executed in line with the Whistleblower Protection Act

) Received reports related to anfi-bribery and corruption (regardless of whether or not it was later confirmed) (internal and external)
) Reports received in relation to conflict of interest (regardless of whether or not it was later confirmed) (internal and external)

) In internal investigation confirmed misconduct in defriment to the bank (infernal and external)

) Number of confirmed irregularities on the part of employees (breach of internal acts, Criminal Code, etc)

» For more information about NLB’s whistleblowing system, refer to the NLB website.
» For a detailed breakdown, see the Appendix 1: Sustainability Data Library on the NLB website.
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Tax transparency

Tax transparency and appropriate fax management
are important elements of NLB Group’s corporate
and sustainability governance. Taxes are managed
in different units within NLB Group. The Tax Policy of
NLB Group is prepared and managed by Financial
Accounting and Administration in NLB, which is also
primarily responsible for taxes in the Bank, and
approved by the Management Board. The policy
stipulates general principles of conduct on the tax field
that all NLB Group members adhere to. The Policy

is reviewed once a year or more often if important
changes occur and changed when it is necessary.

In NLB, Financial Accounting and Administration
reports to the Chief Financial Officer. Important tax
issues are discussed and decided by the Management
Board, which is also regularly informed about
changes in tax legislation. On the subsidiary level,

the tax function is also generally organized under
responsibility of local Chief Financial Officer.

General tax principles

- Members of NLB Group conduct their tax operations
in line with the purpose and the requirements of
the relevant legislation and in accordance with the
international standards (e.g. OECD guidelines).

- The attitude of members towards the Financial
Administration is respectful, transparent and
professional.

- When determining tax obligations, members comply

with the legally permitted reliefs and exemptions from

the tax base.

- Members cooperate with the Financial Administration

for obtaining the relevant explanations and

information for the provision of tax bases on a regular

basis or wherever possible.
- When establishing tax positions, members strive
to achieve certainty and implement a conservative

policy of assuming tax risks. We optimise taxes only in

legally permitted ways.

- Members do not use the structures for the purpose of

tax avoidance or aggressive tax planning. The NLB
does not use structures that are not in line with the
purpose of the legislation or the use of which would
subordinate its business motives to tax motives.

- Reasons for a member’s presence in a certain country

are purely business- and not fax-motivated. Members
do not do business in tax havens or use them for tax
avoidance and do not divert profits to tax heavens
and jurisdictions with low taxation.

- Members do not enable or support tax-motivated

arrangements of their clients and act preventively.

- Members strive to ensure that the appropriate part

of its taxable profit is considered in those members
of NLB Group where the value is generated. As a rule,
our operations with related persons are carried out
at comparable market prices and in the case of any
deviations, such fact is considered in the tax reports.

NLB Group has
strong control
environment and
tax risk framework.

Tax risk management and control
framework

As the parent bank, NLB defines NLB Group tax policy
and controls the implementation of the tax function in
the Group. Members of NLB Group inform NLB about
their tax position. Each member is responsible for
fulfilling its tax obligations in accordance with their
respective legislation. The members are independent
and entirely responsible for their own tax compliance.

To assure an effective management of tax risk and the

control framework and awareness of the importance

of the tax function, a number of processes are in place

such as:

- Ensuring that tax risks throughout the organisation
are identified, evaluated, managed and
communicated

- Maintaining a strong control environment and tax risk

framework to ensure compliance with tax laws

- Tax risks are managed by tax questionnaires and
detailed lists of controls for different types of tax

- Detailed written instructions are prepared for
different taxes, together with internal controls which
have to be exercised

- Reviewing tax treatment of every new product or
business decision before its implementation

- Handling tax-related topics by in-house highly
qualified tax experts who are provided with ongoing
fraining

- Providing continuous training to enhance tax risk
understanding to all relevant parties. For the tax
topics important to a wide range of employees,
e-learning is also prepared (for example FATCA and
OECD CRS identification and reporting and DAC 6).

- Monitoring of updates to changes in tax laws and
their impacts on NLB and industry

- Discussing important tax issues related to banking
industry within the Banking Association

- Internal Audit and Compliance review the tax area in
accordance with yearly plan

- Tax is regularly audited by external auditors within
the yearly audit.
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Management of tax concerns

Each member of NLB Group (disclosed in note 5.12.a of
the Annual Report together with the type of primary
business activity and country of residence which is
the same as the country of incorporation) is taxable
as required by local tax legislation. Income tax rates
within NLB Group ranges from 9% to 32%. The reasons
for the difference between income tax accrued and the
tax due if the statutory rate is applied to profit before
tax are disclosed in the Annual Reports of NLB Group
members in the notes to Income Tax Disclosure.

The Financial Administration of the Republic of Slovenia
has granted NLB a special tax status which is based on
cooperation, tfransparency, understanding, voluntary
payment of taxes and mutual trust. Other jurisdictions
where NLB Group banking members operate do not
have legislation that would allow them fto obtain the
special tax status.

The Banking Associations are important bodies for
discussing important tax issues related to the banking
industry and preparing comments on tax legislation
proposal, initiatives for changes to the tax legislation
and questions about tax opinions. Comments, initiatives
and questions are professionally justified, reconciled
with members of the Bank Associations and if relevant,
consider the influence on the local community.

Table 22: Country by Country Reporting (CBCR) for 202* (values in EUR thousands)

Individuals can raise concerns about business conduct
(including in area of tax) through the application for
whistleblowing as part of the general principles of
integrity.

The assurance process for disclosures on tax has been
completed as part of the assurance process for the NLB
Group Annual Report.

Revenues from intra-

Number of employees

Revenues from group transactions with

Profit/loss before tax

Tangible assets other
than cash and cash

Corporate income tax
paid on a cash basis

Corporate income tax
accrued on profit/loss

third-party sales  other tax jurisdictions equivalents
Slovenia 2,689 556,854 7,836 365,190 125,871 1N,243 24,484
North Macedonia 962 90,233 -3,621 48,822 34,368 4,345 5,500
Serbia 2,480 255,886 9,767 146,319 122,032 9,060 15,587
Montenegro 390 51,658 -757 32,836 26,665 2,474 5,557
Croatia 1 -557 n -366 (0] 0] 0
E‘;ﬁgé%g\:ﬂ q 990 85,158 1,591 40,555 37,189 3132 3,932
Kosovo 468 56,374 -1,192 39,963 12,281 4,382 4,179
Germany (0} 51 0 -402 84 0] (0]
Switzerland 2 -2361 -73 -2,309 1,094 n 12

1. The table includes all NLB Group entities (banks and non-bank members). There are only non-bank members in Croatia, Germany and Switzerland.

2. Number of employees is the number of employees as at 31 December 2023.
3. The columns Revenues from third-party sales and Revenues from infra-group transactfions with other tax jurisdictions includes net inferest income, dividend income from non-Constituent Entities, net fee and commission income, the net
effect of financial instruments, foreign exchange franslation, the effect on the derecognition of assets, net operating income, and gain less losses from non-current assets held for sale.
4. In accordance with OECD Guidance on the Implementation of Country-by-Country Reporting, dividends from Constituent Entities are not included in the column Profit//loss before tax and income fax paid or income tax accrued with
respect to dividends from Constituent Entities are not included in the columns Corporate income tax paid on a cash basis and Corporate income tax accrued on profit/loss The income tax paid with respect to dividends from Constituent
Entifies in Slovenia amounts to EUR 6,821 thousand.
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Respecting human
rights

NLB Group has traditionally respected human rights in
its business operations. In 2023, the Group upgraded its
approach to the evolving understanding and respect
of human rights by joining the “National Action Plan

on Business and Human Rights”' and adopting a
comprehensive Policy on Respect for Human Rights in
NLB and NLB Group.

Thus, the Group further committed to respect and
prevent violations of human rights by all the highest
international standards, including the ILO Convention,
UN Guiding Principles on the Respect for Human Rights
in Business and OECD Guidelines for Multinational
Entferprises.

NLB Group also appointed a Human Rights Custodian
in the Sustainability Unit, who monitors and oversees
human rights compliance on the Group level, organises
training, provides counselling, submits opinions,
investigates complaints, and supports business units in
preventing or addressing human rights violations.

NLB Group Is
committed to
respect and prevent
violations of human
rights by all the
highest international
standards.

1 Business and human rights:
https://www.gov.si/en/topics/business-and-human-rights/

Key mechanisms

The mechanisms for the protection and respect of
human rights are considered in all business processes,
taking intfo consideration especially:

- Employee relations

- Customer relations, banking products and services

- Suppliers

- Relations with other stakeholders

NLB, as a parent bank, traditionally respects human
rights and already has many mechanisms in place

in relation to all of the above-listed stakeholders. In
2023, a gap analysis was performed through which the
Bank identified additional measures that need to be
systematically implemented. Among other measures, the
Bank further invests in raising awareness, determining
the significance of human rights issues based on risk
levels, likelihood and severity of the violation in the value
chain, and upgrading the due diligence processes for
our customers and supply chain.

Raising awareness

The Bank started with raising awareness and
increasing understanding of human rights through
training. NLB provided sustainability awareness-
raising training for all NLB Group employees an<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>