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1 Introduction

Addiko Group is a specialist banking group focusing on providing banking products and services to Consumer and Small
and Medium-sized Enterprises (SME) in Central and South-Eastern Europe (CSEE). The Group consists of Addiko Bank AG,
the fully-licensed Austrian parent bank registered in Vienna, Austria, and regulated by the Austrian Market Authority
(FMA) and the European Central Bank, as well as six subsidiary banks, registered, licensed and operating in five CSEE
countries: Croatia, Slovenia, Bosnia & Herzegovina (where it operates via two banks), Serbia and Montenegro. Addiko
Group is a publicly listed company owned by a diversified investor base. Through its banks, the group services approxi-
mately 0.8 million customers, using a network of 154 branches and modern digital banking channels.

The purpose of this report is to provide disclosures as required by the global regulatory framework for capital and
liquidity, established by the Basel Committee on Banking Supervision. From a risk perspective, the main bank-wide
steering processes are performed by Addiko Bank AG. These processes are disclosed in this report.

1.1 Disclosure policy and structure

Art 431, 433 and 434 CRR

The Disclosure Report of Addiko Group meets the disclosure requirements of Part Eight of the CRR, which took effect
on 1 January 2014 and amended by the Regulation (EU) 2019/876 published on 20 May 2019. In addition, the report
complies with the requirements set in the Commission Implementing Regulation (EU) 2021/637 of 15 March 2021 laying
down implementing technical standards (ITS) with regard to public disclosures by institutions of the information referred
to in Titles Il and Il of Part Eight of Regulation (EU) No 575/2013 and other relevant disclosure related guidelines.

The preparation of the Disclosure Report and the formal review for completeness and compliance with the applicable
requirements is carried out by a structured process within the relevant departments of Addiko. Quantitative reports are
precisely aligned with the information disclosed in the year-end financial statements or the reports prepared for the
regulator (Corep and Finrep). The report is unaudited.

All disclosures are prepared on a consolidated basis and in EUR million, unless stated otherwise. EU banking legislation
and EBA guidelines require Addiko Group as “other institution” according to Art. 433c CRR to disclose all the information
required under Part Eight on an annual basis and certain information on a semi-annual basis.

Pursuant to Article 434 (1) CRR, Addiko has opted for the internet as the medium of publication of the Disclosure Report.
Details are available on the website of Addiko at www.addiko.com/financial-reports/.

Qualitative information are disclosed in this report, quantitative information are presented in a separate document in
excel form, which includes the templates with fixed formats. The mentioned templates in this report refer to the
complementary disclosed excel-file with the quantitative disclosures. Information on the remuneration policy and prac-
tices will be disclosed in a separate document, which will be published on Addiko’s website at
www.addiko.com/financial-reports/ as well.

The Disclosure Report has been attested by the members of the Management Board of Addiko Bank AG.

1.2 Regulatory framework for disclosures

Implementation of Basel 3 in the European Union (EU)

In 2013, the European Parliament adopted the capital and liquidity requirements for the implementation of Basel 3 in
the EU. On 26 June 2013, the final Capital Requirements Directive IV (CRD IV) and the final Capital Requirements Regu-
lation (CRR) were published in the Official Journal of the EU. The application of the regulatory requirements for credit
institutions and investment firms became effective as of 1 January 2014. On 20 May 2019, an amendment of CRR was
published (Regulation (EU) No. 2019/876 - CRR Il), as well as an amendment of CRD (Directive (EU) No. 2019/878 - CRD
V). On 24 June 2020 another amendment to CRR was published (Regulation (EU) No. 2020/873) as response to the
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COVID-19 pandemic. Addiko Group has been calculating regulatory capital and regulatory capital requirements according
to Basel 3 revised framework and also disclosures have been prepared in accordance with this guidelines.

In the context of this document, the ‘EU banking legislation’ describes the package of CRR, CRD and regulatory/imple-
menting technical standards. It commonly refers as containing the following three Pillars:

. Pillar 1 - Minimum requirements

Pillar 1 contains mechanisms and requirements for the calculation by financial institutions of their minimum capital
requirements for credit risk, market risk and operational risk. As such, it details the different methods available for
calculating risk weighted assets for the three risk types and provides information on the eligibility criteria for the
constituents of the capital base. Basel 3 extended minimum requirements to also cover liquidity in addition to capital.
In this regard, Pillar 1 specifies the requirements for the Liquidity Coverage Ratio (LCR) and the Net Stable Funding
Ratio (NSFR). With CRR Il a leverage exposure requirement was introduced to show the ratio between a bank's equity
and its assets, regardless of the riskiness of these assets. The 3.00% leverage ratio requirement became mandatory on
28 June 2021.

. Pillar 2 - Supervisory review process

Pillar 2 requires banks to conduct an Internal Capital Adequacy Assessment Process (ICAAP) to demonstrate that they
have implemented methods and procedures to safeguard capital adequacy with due attention to all material risks. The
ICAAP supplements the minimum regulatory requirements of Pillar 1. It considers a broader range of risk types as well
as Addiko Group’s risk and capital management capabilities. Simultaneously with the introduction of Pillar 1 require-
ments for liquidity through the Basel 3 framework, the ICAAP was complemented with an Internal Liquidity Adequacy
Assessment Process (ILAAP) to ensure that banks have implemented processes and tools to safeguard the adequacy of
their funding and liquidity. Furthermore, Pillar 2 requires supervisors to conduct a Supervisory Review and Evaluation
Process (SREP) to assess the soundness of banks’ ICAAP and ILAAP and take any appropriate actions that may be required.

. Pillar 3 - Market discipline

Pillar 3 is intended to complement Pillar 1 and Pillar 2. It requires that financial institutions produce disclosures that
allow market participants to assess the scope of application by banks of the Basel Committee’s framework and the rules
in their jurisdiction, their capital condition, risk exposures and risk management processes, and hence their capital
adequacy. Pillar 3 requires all material risks to be disclosed to provide a comprehensive view of a bank’s risk profile.

The Group has adopted the EU’s regulatory transitional arrangements for International Financial Reporting Standard
(‘IFRS’) 9 Financial instruments and the temporary treatment in accordance with Article 468 of the CRR in accordance
with guideline EBA/GL/2020/12. All exposure tables have been prepared on a transitional basis.

1.3 Environmental, Social and Governance (ESG) Risks

ESG risks include all risks arising from potential negative impacts, direct or indirect, on the environment, people and
communities and more generally all stakeholders, in addition to those arising from corporate governance. ESG risk could
affect profitability, reputation and credit quality and could lead to legal consequences.

As also described in the Consolidated Non-Financial Report Addiko takes into account the environmental, social and
governance (ESG) risks, associated with the activities of customer companies and pays particular attention to in-depth
analysis of sustainability issues related to sectors which are considered sensitive. Addiko does not treat the ESG risks as
a separate risk type but integrates them in the existing risk classification and into the existing risk management
framework, as drivers for other risk types (e.g. credit risk or operational risk).
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In line with regulatory expectations, Addiko puts a special focus on climate-related and other environmental risk (C&E
risk) management. In this context Addiko considers both physical and transition risks:

. Physical risk refers to the direct impact from climate-related or environmental changes, which can be “acute”
(e.g. extreme weather events such as hurricanes, floods and wildfires) or “chronic” in case of progressive
changes, such as sustained higher temperatures, heat waves, droughts and rising sea levels.

. Transition risk refers to the potential losses resulting from the adjustment towards a lower-carbon and more
environmentally sustainable economy (e.g. changes to laws and regulations, litigation due to failure to mitigate
or adapt, and shifts in supply and demand for certain commodities, products and services due to changes in
consumer behaviour and investor demand).

Addiko Group performed an assessment of climate-related and other environmental risks in two consecutive steps. In a
first step Addiko Group assessed the impact of climate and environmental change on its countries of operation
considering various scenarios for the short, medium and long-term. In a second step Addiko Group analysed how the
impact identified in the first step will transmit onto the Group. Based on this analysis, Addiko concluded that in partic-
ular its credit risk can be impacted climate-related and other environmental risk drivers. While due to the granularity
and diversification of Addiko Group’s loan portfolio, there is no immediate material threat to the quality of assets of
Addiko Group, the potential impact on the economy in the area of Addiko operation drives the systemic risk Addiko is
exposed to. In this context it is evident that acute and chronic climate and environmental risks already do impact
macroeconomic indicators, whereby the severity of this impact over the medium to long term is highly dependent on
the measures taken to curb climate change. Consequently, Addiko also considered the impact from climate-related
transition risks in the macroeconomic financial forecasts used in the calculation of the Expected Credit Loss, thus,
directly impacting the risk provisions of the loan book.

While no immediate danger for Addiko Group was identified in the assessment of climate-related and other
environmental risks, the urgency and uncertainty of the matter require continuous monitoring. Addiko focuses in
particular on the strict limitation of any idiosyncratic C&E risk. In this context, Addiko has identified industries which
are and might in the future be impacted by climate and environmental risk, and set prudent limits on the maximum
exposure to these limits, which are diligently tracked. Furthermore, within the operational credit-granting process,
Addiko has defined measures to recognise the potential impact of climate and environmental risk on the asset quality
of the clients. Proper assessment is necessary in order to prevent potential financial, legal or reputational consequences
for the bank that might appear in case that bank supports financing of the respective company.

1.4 Governance arrangements

Art 435 (2) a CRR

The table below provides information about the number of directorships held by members of the Management Board of
Addiko Bank AG per 31 December 2022:

Number of directorships
Name of Member of the

Function in Addiko Bank A Internal functions External functions
Management Board

Management Supervisory Management Supervisory

Herbert Juranek Chairman of the Management Board 1 1 1 0
Edgar Flaggl Member of the Management Board 1 2 0 0
Tadej Krasovec Member of the Management Board 1 2 0 0
Ganesh Krishnamoorthi Member of the Management Board 1 1 0 0

Table 1: Information about the number of directorships held by the members of the Management Board
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The following table shows information about the number of directorships held by members of the Supervisory Board of
Addiko Bank AG per 31 December 2022:

Number of directorships

Function in Addiko Bank AG Internal functions External functions
Management Supervisory Management Supervisory

Kurt Pribil Chairman of the Supervisory Board 0 1 0 1
Sava Ivanov Dalbokov Member of the Supervisory Board 0 2 1 1
Johannes Proksch Member of the Supervisory Board 0 1 2 0
Monika Wildner Member of the Supervisory Board 0 1 0 1
Frank Schwab Member of the Supervisory Board 0 1 0 4
Christian Lobner Member of the Supervisory Board 0 1 0 0
Thomas Wieser Member of the Supervisory Board 0 1 0 0

Table 2: Information about the number of directorships held by the members of the Supervisory Board

Art 435 (2) b CRR

The selection and the process for the evaluation of the suitability of the members of the Management and Supervisory
Board as well as the key function holders are defined in the Addiko Fit & Proper Policy.

The assessment criteria for the selection of members of the Management Board (Professional Competences) are:

. Education: Completion of relevant studies or courses (studies at a university or a university of applied sciences
in economics, law or sciences) or external or internal training or relevant training and continuing education
measures,

. Sufficient work experience, in particular managerial experience as an executive or expert, which can be assumed

if it is proved that the management function has been held with an organization of a similar or larger size and
line of business for at least three years,

. Knowledge of financial markets, regulatory framework conditions (European Banking Supervision Law, the Aus-
trian Banking Act, FMA Circular Letters and Minimum Standards, etc.), strategic planning and business manage-
ment, risk management, business organization, governance and control knowing the articles of association, ac-
counting for banking operations, interpretation of banking ratios, basic knowledge of corporate law and the law
of business organizations, depending on the business model and the responsibilities, foreign language skills.

In this regard the Management Board needs to be sufficiently suitable as a whole. Specific members possessing distinct
skills may compensate less distinct skills of other members in such areas, in particular in view of the schedule of re-
sponsibilities. Skills and expertise of each member of the Management Body of Addiko Bank AG are presented on the
website of Addiko.

Art 435 (2) c CRR

All external communications and employer branding activities are organized to attract the most talented potential
employees and are free of any discrimination that might detain from business activities with Addiko Group. The selection
and recruitment process of candidates is transparent and promotes equal opportunities and equal treatment with all
candidates. While recruiting, the selection criteria must not be based on any of the diversity dimensions, it is necessary
to create an environment that allows employing candidates of different backgrounds, experiences and perspectives to
contribute to united achievements without limitation. Further information are included in the Consolidated Corporate
Governance Report 2022.
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Art 435 (2) d CRR

The Credit and Risk Committee is one of the committees set up by the Supervisory Board (SB) of the Addiko Group. The
committee is responsible for granting of loans and credits to customers or to a group of affiliated customers in accord-
ance with the Rules of Procedure of the Supervisory Board and to advice the management body with regard to the
current and future risk appetite and the risk strategy of the bank. In order to monitor the implementation of this risk
strategy in connection with the management, monitoring and limitation of risks pursuant to section 39 (2b) points 1 to
14 Austrian Banking Act, capital adequacy and liquidity, is a key responsibility.

As the central risk control body the Credit and Risk Committee has frequent meetings. In 2022 it was held six times.

Art 435 (2) e CRR

The Management Board is informed on a monthly basis via the Group Risk Report on the current risk situation which
includes the ICAAP figures. Additionally, MB members who are also part of the Group Risk Executive Committee Meetings
(GREC) are informed in more detail on the risk situation including methodological decisions, changes in parameter values
as well as adoption of measures based on stress test results and limit breaches.

The Group Risk Reports, which contain overviews of credit, operational and market risk developments, are also pre-
sented in the Supervisory Board meetings along with the quarterly figures. Additionally, the SB members, who are part
of the Credit and Risk Committee, receive an overview of the developments in the risk area since the last Credit and
Risk Committee meeting and a deep dive in focus topics (e.g. portfolio quality development, migration analysis, rating
report).

1.5 Scope of application

1.5.1 Consolidation for accounting and regulatory purposes
Article 436 a - d CRR

Consolidation for regulatory purposes is carried out in accordance with Article 18 and 19 of Regulation No 575/2013
(CRR), with the financial statements of the individual companies and the consolidated financial statements being pre-
pared in accordance with the principles of the IFRS (International Financial Reporting Standards). The criteria used to
determine the scope of consolidation are total assets and off-balance sheet items. The scope of consolidation for regu-
latory purposes is identical to the scope of consolidation for accounting purposes.

Name of the institution, for which this Disclosure Report is published: Addiko Bank AG.

As of 31 December 2022, the scope of consolidation included 7 fully consolidated companies. The template EU LI3 shows
an overview of the consolidated companies.

The template EU LI1 provides an overview about the differences between the accounting scope and the scope of pru-
dential consolidation and mapping of financial statement categories with regulatory risk categories. The template EU
LI2 shows the main sources of differences between regulatory exposure amounts and the carrying values. The "other
differences” in template EU LI2 consist of the following items:
¢« EUR 41.0 million transitional arrangements for IFRS 9 Financial instruments and temporary treatment in ac-
cordance with Article 468 of the CRR, which have been added to the regulatory capital and consequently have
been added to the exposure amount for regulatory purposes,
* EUR 7.7 million difference between the positive market values for derivatives according to the balance sheet
and the exposure value according to the Original Exposure Method (OEM),
e EUR 1.1 million exposure value from Securities Financing Transactions.
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1.5.2 Impediments to the transfer of own funds

Art 436 f CRR

Addiko Group is subject to regulatory restrictions on capital distributions stemming from the EU-wide capital require-
ments regulation and directive applicable to all credit institutions based in the EU. Addiko Group does not have any
other significant restrictions on its ability to access or use the assets and settle the liabilities of the Group.

1.5.3 Total shortfall in own funds of all subsidiaries not included in the scope of consolidation

Art 436 g CRR

Art 436 (g) CRR is not applicable as Addiko Group has no subsidiaries with minimum capital standards not included in
the scope of consolidation.

1.5.4 Usage of the provisions laid down in Articles 7 and 9
Art 436 h CRR

Articles 7 and 9 CRR are not applicable in Addiko Group.
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2 Risk management objectives and policies

For a detailed description of Addiko's risk strategies and processes, the structure and organization of the relevant risk
management functions, as well as risk identification and risk management objectives and policies for each separate
category of risk, please refer to the Risk Report in the Notes of the Addiko Group’s Annual Report 2022.

Art 435 (1) a-f CRR
2.1 Risk control and monitoring

The main risk indicators are reported on a monthly basis. The calculation and its components are discussed and reported
regularly to the entire Management Board in the Group Risk Executive Meeting.

KPI Risk Metrics 31.12.2022

RBC Utilisation 51.50%
TCR Addiko Group 21.12%
RWA Pillar | - Addiko Group (EURm) 3,487.3
Leverage Ratio 11.63%
LCR 307.35%
NSFR 170.53%
Share of NPE (EBA Definition) 3.23%

Table 3: KPI Risk Metrics

Other important figures and information according to Article 435 (1) f CRR can be found in Note (79) Related party
disclosures of the Group Annual Report 2022.

The Management Board of Addiko bank declares that:
Risk profile of the Addiko can be described as simple and streamlined, focused mainly on taking and managing
credit risk stemming from exposure to loans to focus segments, while keeping other risks to the minimum
possible needed to effectively operate the business.
Risk management systems of Addiko are adequate with regard to the institution's profile and strategy.

Addiko Group currently does not apply any form of hedge accounting according to IFRS accounting standards. The hedg-
ing of interest rate risk of Addiko entities investment portfolios and balance sheet is currently performed only in Addiko
Croatia and Addiko Holding via interest rate swaps at a very small scale, both in terms of overall volume and number of
transactions. Notwithstanding the above, the interest rate risk in the banking book is being continuously monitored and
presented in the monthly Group Asset and Liability Committee meetings. Furthermore, foreign exchange risk across
Addiko Group entities is hedged via standardized instruments such as fx swap, fx outright and fx spot transactions.
Addiko concentrates its business model on consumer and SME lending, where derivatives are in most cases executed as
side-business to support clients’ needs from the above-mentioned focus business channels. As such, all derivatives con-
ducted with non-financial clients are always closed back-to-back, hence mitigating or even completely eliminating the
trading activity influences. Pricing of derivatives is always completely conducted by respecting the market conditions.

2.2 Risk strategy & Risk Appetite Framework (RAF) & Risk Appetite Statement

The Addiko Group’s risk strategy is derived from the business strategy and describes the planned business structure,
strategic development and growth, taking into consideration processes, methodologies and the organisational structure
relevant for the management of risk factors. As such, the risk strategy represents the bridge between the Company’s
business strategy and risk positioning. It is also a management tool of the highest level for the purposes of bank’s risk
steering and as such it provides a framework for controlling, monitoring and limiting risks inherent in the banking
business, as well as ensuring the adequacy of the internal capital, the bank's liquidity position and the overall through-
the-cycle profitability.
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The Addiko Group’s risk strategy reflects key risk management approaches included in the business strategy. This is
mirrored in the bank’s risk objectives which will support safe and sustainable growth and ensure the preservation of the
bank in line with regulatory requirements for adequate own funds with regard to risk-taking activities.

The Addiko Group has established a Risk Appetite Statement (RAS) which sets the bank’s risk appetite and forms part of
the process of development and implementation of the bank’s business and risk strategy. Furthermore, it determines
the risks undertaken in relation to its risk capacity. The framework of risk appetite measures defines the risk level the
bank is willing to accept. The calibration of measures takes into consideration the budget, risk strategy and the Recovery
Plan giving an interlinked framework for proper internal steering and surveillance.

2.3 Risk organisation

Ensuring adequate risk management structures and processes is in the responsibility of the Group’s Chief Risk Officer
(CRO), who is a member of the Addiko Bank AG Management Board. The CRO acts independently of market and trading
units, with a focus on the Austrian Minimum Standards for the Credit Business as well as appropriate internal controls.

Risk Management Function (RMF) in Addiko encompasses the CRO (who is also Head of the Risk Management Function)
as well as the following departments reporting to CRO:

e Group Credit Risk Management
e Group Integrated Risk Management
* Group Models and Data

The Risk Management Function (RMF) facilitates the implementation of a sound risk management framework throughout
the institution and has the responsibility for identifying, monitoring, measuring and reporting risks and forming a holistic
view on all risks on an individual and consolidated basis. In doing so, it represents (together with the Compliance
Function) the “second line of defense” in the “three lines of defense” model.

The RMF is actively involved in all strategic decisions, as well as in decisions on material changes and implementation
of new products. The RMF oversees the robustness and sustainability of the Risk Strategy and the Risk Appetite as well
as their translation into operative risk limits. Subsequently the RMF is responsible to monitor breaches of Risk Appetite
thresholds, and initiate escalation processes.

The RMF provides the Group Management Board with independent information, analyses and expert judgement on risk
exposures, and advice on proposals and the consistency of risk decisions with Addiko Group’s risk strategy and risk
appetite. This encompasses the requirements of relevant risk-related information that enables the Group Management
Board to set Addiko Group’s risk appetite level.

The involvement and decision-making power of RMF is in particular ensured via:

» the role of the Head of the Risk management Function as member of the Group Management board,

» internal decision-making model reflected in Rules of Procedure of Management Board and Supervisory Board and its
committees,

¢ Product implementation process, and

¢ Exposure approval rights structure.

The RMF evaluates risks and proposes ways to mitigate them. It modifies and proposes modifications and improvements
of processes and tools of risk management.

The RMF may also recommend improvements to the Risk Management Framework and corrective measures to remedy
breaches of risk policies, procedures and limits. The RMF gives support to the first line of defense and defines controls
for the departments that actively take on risks (e.g. Market, Treasury). The accountability for the decisions taken remain
with the business and internal units, and ultimately the management body.
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The respective country CROs ensure compliance with the risk principles among all subsidiaries situated in the countries
of operation.

2.4 Internal risk management guidelines

The Addiko Group defines Group-wide standard risk management guidelines to ensure that risks are dealt within a
standardised manner. These guidelines are promptly adjusted to reflect organisational changes as well as changes to
parts of the regulations such as processes, methodologies and procedures. The existing guidelines are reviewed yearly
to determine whether an update is required. This ensures that the actual and documented processes match.

The Addiko Group has clearly defined responsibilities for all risk guidelines, including preparation, review and update
as well as roll-out to the subsidiaries. Each of these guidelines must be implemented at local level by the subsidiaries
and adjusted to local conditions. Compliance with these guidelines is ensured by those directly involved in the risk
management process. The Group Governance Risk Compliance Committee oversees how management monitors compli-
ance with the Group’s risk management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Group Governance Risk Compliance Committee is assisted in
its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of risk management
controls and procedures, the results of which are reported to the Group Governance Risk Compliance Committee.
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3 Capital and RWAs

3.1 Own funds

Art. 437 (1) a, d-f CRR

The table EU CC1 presents the capital structure according to the EU regulation 573/2013 (CRR).

Common Equity Tier 1 according to Art. 26 et seq. and 51 et seq. of CRR consists of subscribed capital, reserves, other
comprehensive income and the audited profit for the financial year 2022 net of any foreseeable charge or dividend.
Regulatory adjustments of Tier 1 capital are considered according to Art. 36 and 56 of CRR.

The deductible item "intangible assets” consists of banking software solutions and other intangible assets and has been
calculated in line with the Draft Regulatory Standards on the prudential treatment on software assets - EBA/CP/2020/11,
based on which the intangible assets as disclosed in the audited consolidated financial statements 2022 are split into a
capital deduction part and another part to be risk weighted by 100.00%.

The simplified approach is applied for additional value adjustments (AVA -prudent valuation). Consequently, the adjust-
ment is directly proportional to the items measured at fair value as disclosed in the audited financial statements 2022.

The calculation of the deductible item "deferred tax assets” is done according to Art. 38 paragraph 5 of CRR and corre-
sponds to deferred tax assets for tax losses carried forward as disclosed in the audited consolidated financial statements
2022.

Apart from the mentioned adjustments no further material deductions were made. All regulatory adjustments are in
accordance with Art. 32-35, 36, 47-48, 56, 66 and 79 CRR.

There are no restrictions applied to the calculation of own funds in accordance with the Regulation (EU) 575/2013.

3.1.1 Impact on own funds of the introduction of IFRS 9 and the application of the temporary treatment in
accordance with Article 468 of the CRR

Art. 473a CRR

On 1 January 2018, IFRS 9, the new accounting standard for financial instruments, took effect and replaced IAS 39, the
previous accounting standard for measurements and classification of financial instruments.

Addiko has opted at the level of the Addiko Group to take advantage of the transitional capital rules in respect of IFRS 9
published by the EU on 21 December 2017 and amended on the 24 June 2020. These permit banks to add back to their
capital base a portion of the impact that IFRS 9 has upon their loan loss allowances during the first five years of use.
The portion that banks may add back resulting from initial application of IFRS9 amounts to 95.00%, 85.00%, 70.00%,
50.00% and 25.00% each in the first five years of IFRS 9. With introduction of regulation EU 2020/873 additional loan
loss allowances since 1 January 2020 resulting from stages 1 and 2 due to Covid-19 pandemic can be included in own
funds with a share of 100.00%, 100.00%, 75.00%, 50.00% and 25.00% each year until 2024.

In March 2022 Addiko decided to make use of the temporary treatment in accordance with Article 468 CRR of the
regulation EU 2020/873 in order to limit the potential future impacts of the currently unpredictable developments in
the Ukraine-Russia conflict on the markets, which allows to add back to CET1 during 2022 40.00% of the unrealised gains
and losses from government instruments measured at fair value through OCI. As of 1 January 2023, this transitional
arrangement and the one from the initial application of IFRS 9 will expire.

As at 31 December 2022, by taking into consideration the above described transitional rules, the total capital ratio

(Basel 3) in relation to the total risk (total eligible qualifying capital in relation to total risk pursuant to CRR) was 21.12%
(YE21: 22.19%), well above the legal minimum requirement (8.00%). The total capital ratio calculated without applying
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IFRS 9 transitional rules would amount to 20.89% (YE21: 21.60%). The total capital ratio calculated without the tempo-
rary treatment of unrealised gains and losses measured at fair value through OCI rules would amount to 20.25%
(YE21: not applied). The total capital ratio as if all temporary treatments had not been applied would amount
to 19.98% (YE21: 21.60%).

The table 473a discloses the impact of the adoption of IFRS 9 and the application of the temporary treatment in accord-
ance with Article 468 of the CRR on own funds in accordance with guideline EBA/GL/2020/12.

3.2 Capital requirements

3.2.1 Summary of the approach to assess the adequacy of internal capital and result of the institution's internal
capital adequacy assessment process

Art. 438 a, c CRR

For Addiko and its subsidiaries, the capital requirements are calculated for the Pillar 1 risk types credit, market and
operational risk. Within the meaning of Article 92 (3) (a) and (f) CRR for the determination of risk-weighted assets and
the capital requirement the Credit Risk Standardized Approach (CRSA) was used. For the ICAAP, within economic per-
spective, internal models are applied, wherein the forward looking risk parameters are used.

Capital requirements calculated using the approach above are contrasted with the available risk bearing capital under
the economic perspective, to ensure adequacy of capital available to support current and future activities.

EUR m
Total economic capital amount 371.9
Total risk coverage capital amount 722.6
Excess capital 350.7

Table 4: Economic capital utilisation

3.2.2 Amount of the additional own funds requirements based on the supervisory review process
Art. 447 CRR, 438 b CRR

The template EU KM1 shows the own funds, risk-weighted exposure amounts, buffer and own funds requirements as
well as important ratios related to capital, leverage, liquidity coverage and net stable funding during 2022.

3.2.3 Risk-weighted exposure amounts and minimum capital requirements
Art. 438 d CRR

Based on the business activities of Addiko, capital requirements are derived for the Pillar 1 risk types credit risk, market
risk and operational risk. The capital requirements were complied with at all times during the reporting period.

The template EU OV1 gives an overview of the RWA and capital requirements calculated in accordance with the Article 92
of the CRR. The capital requirements are broken down into different risk categories and, where applicable, an expla-
nation of the effect on the calculation of own funds and risk-weighted exposure amounts that results from applying
capital floors and not deducting items from own funds. The template EU OR1 shows the relevant indicators to the
calculated own funds requirements and weighted risk exposure amount to cover credit risk and counterparty credit risk.
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3.3 Capital buffers

Art 440 (1) a-b CRR

Addiko Group calculates countercyclical buffer requirements at consolidated level in accordance with Title VII, Chapter
4 of Directive 2013/36/EU (CRD IV), which was amended by Directive (EU) 2019/878 (CRD V). As of 31 December 2022
only a few of the relevant jurisdictions applied countercyclical buffer rates.

The templates EU CCyB1 and EU CCyB2 set out the geographical distribution of credit exposures relevant for the calcu-
lation of the countercyclical buffer as well as the institution-specific countercyclical buffer rate for the Group as of
31 December 2022. The table detailing the distribution of credit exposures has been simplified by listing individually
only those relevant countries which represent material exposures for the Group.
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4 Credit risk and dilution risk

4.1 Definition of past due, default and impaired

Art 442 a CRR

Addiko is applying the default definition according to Art. 178 CRR for regulatory purposes. A loan is considered defaulted
if at least one of the following criteria applies:

¢ A material delay of the debtor in fulfilling the obligation towards the Bank, which is overdue for more than 90
days (Internal Ratings Based Counter),

¢ The bank considers that the obligor is unlikely to pay,

¢ Risk-oriented restructuring measures (forbearance) of the customer,

*«  Write-off,

*  Risk-driven sale of loan assets,

¢ Insolvency/bankruptcy,

¢  Fraud.

Past due performing loans are exposures to borrowers where past-due amounts at the reporting date are between 1 and
90 days overdue. Default event happens when the customer is 90 days past due (DPD) on any material obligation to
Addiko Group (absolute threshold is equal or more than EUR 100.0 for retail customers and EUR 500.0 for non-retail
customers respectively, and relative threshold is equal to, or larger than 1.00% of on-balance exposure). All past due
amounts are summed up at the obligor level.

For accounting purposes, a financial asset is considered credit-impaired in accordance with IFRS 9 Appendix A and has
to be transferred to Stage 3, if one or more events that have a detrimental impact on the estimated future cash flows
have occurred. A financial asset may become credit impaired if at least one of the following criteria (examples) apply:

e Significant financial difficulty of the issuer or borrower,
* abreach of contract, such as a default of past due event,

* the lender(s) of the borrower, for economic or contractual reasons relating to the borrower's financial diffi-
culty, having granted to the borrower a concession(s) that the lender would not otherwise consider,

* it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation,
* the disappearance of an active market for that financial asset because of financial difficulties; or
* the purchase of origination of the financial asset at a deep discount that reflects the incurred credit losses.

It may not be possible to identify a single discrete event. Instead, the combined effect of several events may have
caused the financial asset to become credit-impaired.

The definitions of defaulted and credit-impaired in Addiko Group have been harmonized as far as possible. In general a
financial asset is considered credit-impaired, if the debtor is in default and all exposures of this customer have to be
allocated to Stage 3 unless they satisfy the conditions for treatment as “purchased or originated credit impaired” (POCI).
A transfer back to stage 2 is only possible after cure of the debtor (under internal definition of cure).

4.2 Credit risk adjustments

Art 442 b CRR

Credit risk adjustments are calculated in line with the international financial reporting standard on financial instruments
(IFRS 9). According to this standard, credit loss adjustments are calculated for all components of credit risk exposures
which are measured at amortised cost (AC) or at fair value through other comprehensive income. They include debt
securities, loans and advances, demand deposits on nostro accounts with commercial banks as well as finance lease and
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trade receivables. In addition, credit loss adjustments are calculated for loan commitments and financial guarantees if
they meet the applicable IFRS 9 definitions.

For financial instruments, whose credit risk has not increased significantly since initial recognition, the loss allowance
is measured at an amount equal to the 12-month expected credit losses. In case of a significant increase in credit risk,
the loss allowance must be increased up to the amount of the expected lifetime losses (Stage 2). For credit-impaired
financial assets (Stage 3) the lifetime expected credit losses are recognised as well. Additionally, interest revenue is
calculated by applying the effective interest rate to the amortised cost of the financial asset (i.e. the gross carrying
amount adjusted for loss allowances).

For credit-impaired financial instruments (Stage 3) two approaches are of relevance, namely collective assessment
based on risk parameters for small exposures and individual assessment with expert based cashflow estimation for larger
exposures.

Collective assessment is done based on estimation/projection of main recovery parameters for groups of portfolios
(exposures showing similar characteristics related to credit risk profile and recovery potential).

Individual assessment, or calculation of specific risk provisions based on individual assessment of impairment losses
considers that the underlying credit exposure is subject to an individual analysis in accordance with regulations regard-
ing the calculation of provisions for impairment losses. In this calculation, repayments from a company’s operating
business (primary cash flows) and from the utilisation of collaterals and non-core assets (secondary cash flows) are taken
into consideration. Taking into consideration the assumed default scenario (restructuring or utilisation), expected re-
payments are assessed individually in terms of amount and timing. The expected cash flows are discounted to the net
present value and offset against the outstanding current exposure. In terms of the calculation of recovery cash flows
from real estate, Addiko Group bases its assumptions on the collateral’s market value, which is updated annually in
commercial real estate business. Haircuts are measured individually on a case-by-case basis, depending on the deter-
mined usability and based on a variety of factors such as market liquidity, location, utilisation period and legal situation
in relation to the real estate. The underlying assumptions for all individual assessments are documented and justified
on a case-by-case basis.

The calculation of loss allowances for financial instruments, whose exposure at default (EAD) on group of borrowers
level is below a certain country specific materiality threshold, is performed as a collective assessment. The provision
amount is calculated as product of EAD and loss given default (LGD) discounted to the respective reporting period,
where LGD is based on relevant characteristics such as time in default, risk segment and entity.

Art 442 c -g CRR

For a detailed overview on impaired exposures, specific and general risk adjustments as wells as charges for specific
and general credit risk adjustments, please refer to Addiko Group’s Annual Report 2022. In this context general credit
risk adjustments correspond to Stage 1 and 2 and specific risk adjustments to Stage 3. Specific provisions for exposures
considered individually immaterial are calculated based on the Specific Risk Provision Collective Impaired method (”SRP
Collective Impaired”) instead of an individual analysis (i.e. while the provisions are assigned individually to each account,
the calculation is based on credit risk parameters). In this regard the templates EU CR1, EU CR2, EU CQ1, EU CQ3, EU
CQ4, EU CQ5, EU CQ7 and EU CR1-A are disclosed.

4.3 COVID-19

Based on intervention acts relating to the debt payment moratorium imposed by governments where Addiko operates,
the Group banking members during 2020 and 2021 granted 75,698 such moratoria of which 1 account (1 customer) with
minor exposure is still active at YE22. The disclosure follows templates prescribed by the guidelines on reporting and
disclosure of exposures subject to measures applied in response to the COVID - 19 crisis (EBA/GL/2020/07).
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4.4 Use of ECAIs

4.4.1 Scope of application and use of external ratings
Art 444 a-d CRR

Pursuant to Article 4 (98) CRR, External Credit Assessment Institution (ECAI) means a credit rating agency that is regis-
tered or certified in accordance with Regulation (EC) No 1060/2009. Addiko Group uses the Standardised Approach for
determining the minimum capital requirements pursuant to Basel 3.

The calculation of risk weighted exposures is based on ECAI rating (Moody's Investor Service ("Moody's")). Addiko Group
has not nominated any Export Credit Insurance Agency (ECA). The assignment of the rating grades to credit quality steps
is undertaken according to Article 136 CRR and published EBA Implementing technical Standard on the mapping of ECAls
credit assessments. ECAI risk assessments are used for all exposure classes.

The transfer of the issuer credit ratings onto comparable assets in the banking book is pursuant to Article 138 CRR.

4.4.2 Exposure values associated with credit quality steps
Art 444 e CRR, Art 453 g-i CRR

Addiko Group generally uses Moody's Investor Service ("Moody's") ratings. The assignment of the rating grades to credit
quality steps is undertaken according to Article 136 CRR.

External ratings are used to a limited extent in some exposure classes to calculate the RWA in the Standardised Approach:

e in case of institutions, if an external rating by an ECAI of the counterparty is available, the risk weight (RW) has to
be determined pursuant to Article 120 CRR, in case an external rating by an ECAI of the counterparty is not available,
the RW has to be determined pursuant to Article 121 CRR,

e in case of central governments and central banks, the RW has to be determined pursuant to Article 114 CRR,

e in case of corporate clients, the RW has to be determined pursuant to Article 122 CRR.

The allocation of the external ratings to credit quality steps and risk weights is as follows:

Moody's Investor Service Credit Quality Step

Aaa to Aa3 1
A1 to A3

Baa1 to Baa3
Ba1 to Ba3

B1 to B3

Caatl and below

o Ul AW N

Table 5: Credit quality steps

The template EU CR4 illustrates the effect of CRM techniques and template EU CR5 provides a breakdown of exposures
by asset class and risk weight.
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4.5 Leverage

Art 451 (1) a-c CRR, Art 451 (2) CRR, Art. 451 (3) CRR

4.5.1 Leverage ratio

The leverage ratio represents the relationship between Tier 1 capital and the leverage exposure pursuant to Arti-
cle 429 CRR, more specifically the Delegated Regulation (EU) 2015/62 with regard to leverage ratio (Delegated Act) of
10 October 2014, which was published in the Official Journal of the European Union on 17 January 2015. Essentially, the
leverage exposure represents the sum of unweighted on-balance sheet and off-balance sheet positions considering val-
uation and risk adjustments as defined in the Delegated Act.

As of 31 December 2022, the leverage ratio for Addiko Group at consolidated level amounted to 11.63% (after application
of transitional rules) and 11.05% (as if IFRS 9 or analogous ECL transitional arrangements had not been applied), com-
fortably above the 3.00% minimum requirement (according to Art. 92 of the Regulation (EU) 2019/876). The ratio is
calculated on period-end values as of 31 December 2022 for both leverage exposure and Tier 1 capital.

The IFRS 9 transitional rules are presented in chapter 3.1.1 and template 473a.

4.5.2 Leverage exposure breakdown and reconciliation

The template EU LR1 provides a reconciliation of Addiko Group’s published financial statements to the total leverage
ratio exposure as of 31 December 2022. The template EU LR2 provides a breakdown of the total leverage exposure
measure into its main constituent parts as well as the calculation of the period-end leverage ratio as of 31 December

2022 and the template EU LR3 provides a breakdown of on-balance sheet exposures (excluding derivatives, SFTs and
exempted exposures) by exposure class as of 31 December 2022.

4.5.3 Management of the risk of excessive leverage

Art 451 (1) d CRR

The leverage ratio is planned during the yearly planning process and is monthly monitored in the Group Risk Report. It
is also part of the Addiko Recovery Indicators list with thresholds regularly monitored and reported to Management and
Supervisory Board. Leverage ratio thresholds are also defined on the level of each individual entity and monitoring is
undertaken at local entity level.

4.5.4 Factors influencing the development of leverage exposure

Art 451 (1) e CRR

The leverage ratio of Addiko changed as follows when comparing year-end 2021 and 2022:

a.) IFRS 9 transitional view: 2022 LR 11.63% vs. 2021 LR 12.91%
b.) IFRS 9 fully-loaded view: 2022 LR 11.05% vs. 2021 LR 12.53%

Development of the two leverage ratio drivers (Tier 1 capital & risk position value) between 31 December 2022 and
31 December 2021:
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Tier 1 capital (transitional) decrease amounting to EUR 67.8 million (Addiko Tier 1 capital consists of pure CET1 capital).
The drivers are:

a) a negative development of EUR 53.5 million from financial instruments measured at FVTOCI which is mostly
driven by the development of the debt instruments: The OCI from debt instruments measured at FVTOCI de-
creased by EUR 83.7 million due to the impact on the financial markets of the Russian military invasion of
Ukraine and the ECB decision to raise interest rates. This development was partially neutralised by applying
Article 468 CRR, based on which 40.00% of the unrealised gains and losses on government instruments measured
at FVTOCI can be added back to the capital (EUR 31.0 million).

b) the IFRS 9 transitional rule allowed to add back a lower amount to the own funds (EUR -17.1m) and

c) other capital items amounting to EUR +2.9 million: profit EUR +25.7 million, forseeable amount of dividend
EUR -23.6 million, intangible assets EUR +0.7 million, DTA EUR+0.1 million, AVA EUR+0.1 million and a new
deduction item out of non-performing exposures in context with the SREP process EUR-0.1 million

Risk position value (transitional) decrease amounting to EUR 106.1 million. The main drivers are:

a) Reduction of non-focus business (means Mortgage, Large corporate, Public Finance and Corporate Center)
b) Increase in focus business (means SME & Consumer)

4.6 Credit risk mitigation techniques

4.6.1 Core features of policies and processes for, and an indication of the extent to which the entity makes use of, on-
and off- balance sheet netting

Art 453 a CRR

Netting is not used in Addiko Group.

4.6.2 Core features of the policies and processes for collateral valuation and management
Art 453 b CRR
Collateral valuation of real estate and other types of collateral

Overall collateral management is covered under Group Collateral Management Policy. The implementation of this policy
is obligatory for all subsidiaries. Country-specific adaptations reflecting local regulatory requirements must be defined
in local policies. Discrepancies regarding minimum standard and maximum lending values are only allowed with group
approval, whereby the principle follows that collateral security take precedence over debt obligations.

For each guarantee or collateral type, eligibility (if collateral is eligible to be considered as mitigation factor) and
valuation criteria (criteria for determining internal value) are defined in Group Collateral Management Policy and Group
Valuation and Valuation Monitoring Policy. Legal effectiveness and enforceability are the main eligibility criteria, but
there are others precisely defined for each guarantee and collateral type.

Continuous legal monitoring is ensured and in cases which are based on foreign legal systems, foreign lawyers, respec-
tively the subsidiaries are involved.
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The internal collateral value (ICV) is calculated in such a way that a haircut is deducted from the market value, whereby
the amount of the haircut depends on the type of collateral.

The haircut is a percentage applied on given appraised value (market value) in order to calculate potential liquidation
value. The main reason for application of predefined haircuts is to reflect time and costs associated with selling the
underlying collateral, fluctuations present due to recessions and general market values fluctuations in long term period.

4.6.3 Main types of collateral taken by the institution
Art 453 c CRR
To hedge credit risk positions only collaterals of adequate quality are considered.

The main importance is given to the group-wide management of real estates pledged as collateral, as this type of
collateral represents the majority of obtained and internally considered collaterals. These collaterals are divided into
Commercial Real Estates (CRE) and Residential Real Estates (RRE). For all commercial real estates with market value
higher than EUR 1 million, and residential real estates with market value higher than EUR 400 thousand, individual (case
by case) regular periodical monitoring is performed, with aim to review the market value and see if it is valid. If not a
new valuation is procured.

The validity of valuations for real-estates in the portfolio is verified on monthly level. A list of all properties for which
the valuations are about to expire in the next four months is provided in a report sent to each of the entities to ensure
monitoring rules are followed. The report also includes information on potential overdue valuations, properties without
properly inscribed mortgage and uninsured properties.

For all commercial real estates with market value lower than EUR 1 million, and residential real estates with market
value lower than EUR 400 thousand, regular monitoring is based on statistical methods, whereby the initial market value
is always based on a full valuation report provided by a qualified appraiser.

In addition, following deductions must be considered:

e Land registry inscription and potential issues (CRE/RRE), primarily prior ranked mortgages
¢ Deduction for financial collaterals in cases of currency mismatch
¢ Deduction for guarantees, depending on segment and rating of the guarantor

Other valuable credit risk mitigation types within the Group are different types of guarantees (primarily bank and
corporate guarantees), as well as the following collateral types: financial collaterals (deposits, securities), movables
and receivables.

4.6.4 Main types of guarantor and credit derivative counterparty and their creditworthiness

Art 453 d CRR

The most important types of guarantors at Addiko Bank AG are, in addition to sovereigns or central banks, to a small

extent also institutions. The majority of these lenders belong to the Credit Quality Step 2. The allocation of the credit
quality steps to the external ratings can be seen under chapter 4.4.2.
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4.6.5 Risk concentrations within credit risk mitigation
Art 453 e CRR

Concentration risk exists when significant portions of the group-wide collateral values (on portfolio level) are concen-
trated on a small number of types of collateral, instruments, sectors or specific guarantors.

Addiko has no concentration risk related to collaterals, as the risk is reduced by diversifying the portfolio in terms of
size/volume, client segment, countries and different collateral instruments (including different real-estates, movables,
guarantees, bonds, receivables etc.). Furthermore, collateral correlates with the level of exposure. In Addiko there are
no significant concentrations in terms of exposure.

Commercial and residential real estates are distributed among different entities and a limit monitoring system is oper-
ated in order to properly track the exposures by country thus avoiding concentration in size, value or country.

Art 453 f CRR

The information of the total exposure value not covered by any eligible credit protection and the total exposure value

covered by eligible credit protection after applying volatility adjustments is disclosed in template EU CR3.

4.7 FX Exposure

Art 431 (3) CRR

In accordance with the FMA Minimum Standards for the Risk Management and Granting of Foreign Currency Loans and
Loans with Repayment Vehicles (FMA- FXTT-MS), Addiko Group assessed whether additional disclosure regarding foreign
currency loans and loans with repayment vehicle is necessary to convey its risk profile comprehensively to market
participants.

As of 31 December 2022, the total exposure from bullet loans with repayment vehicles is mainly attributable to loans
in Croatia. The total impact of these types of loans on the risk profile of Addiko Group is not significant.

The table below represents an overview of loans and advances in the banking books, which are not denoted in EUR or
the respective local currency (the exposures are translated to EUR):

Addiko Group in % of total Bank

(EUR m) Book portfolio

usD 153.7 2.22%
CHF 18.5 0.27%
Total 172.2 2.48%

Table 6: Overview of loans and advances in the banking books not denoted in EUR or the respective local currency

While the impact from outstanding foreign currency loans on the risk profile of Addiko Group is not decisive, the Group
is subject to legal risk stemming from the invalidity of agreed foreign currency, interest and interest rate adjustment
clauses following judicial decisions or changes to statutory provisions. Information on these legal risks are shown in
detail in Note 69 of Addiko Group’s Annual Report 2022.
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5 Counterparty credit risk

Art 439 a-d CRR

Master Agreements and individual Credit Support Annexes, which stipulate the conditions for the charging of mutual
risks (Close-out-Netting) and in turn reduce the counterparty risk, are used in the trading business with derivatives.

Therefore, the individual agreement between the counterpart and Addiko, comprising a valid Master Agreement for
derivatives business (ISDA Master Agreement, German/ Austrian Master Agreement) and an amending valid Credit Sup-
port Annex (CSA) with the counterparts, is the basis for the Collateral Management. The content of the CSA regulates
the operative handling of the Collateral Management. Furthermore, it includes frameworks such as threshold amount,
independent amount, minimum transfer amount, rounding rules for the transfer amount, type of collateral, valuation
agent and period of collateral valuations.

The actual collateral value is calculated based on daily netted market valuation of the underlying derivatives with the
external counterparts and with one subsidiary. For the other subsidiaries the collateral is calculated based on a weekly
netted market valuation of the underlying derivatives. Basis for the market valuation is close of business market data.
Only EUR cash is accepted within Addiko as collateral.

The actual economic risk is reduced to a not reached Minimum Transfer Amount. The Minimum Transfer Amount specifies
the amount which triggers the exchange of collateral. All received or paid collaterals are also documented in the re-
spective systems. The evaluated collateral amount is also included in the daily steering.

As of year-end 2022 Addiko Group does not have any single name CDS on the portfolio.

Addiko is using various daily standardized reports to identify wrong-way risk. Based on these reports, control mechanisms
are set in order to avoid general and specific wrong-way risk (e.g. limitations for acceptable collateral for OTC and
repurchase agreements, limitations on trades where specific wrong-way risk could occur). Besides that, Addiko only
accepts cash collaterals in EUR for collateral management purposes, which also reduces the wrong way risk to a minimum.

The steering of the risk mitigation techniques is situated in the department Group Market & Liquidity Risk Management.

The counterparty credit risk is assessed as part of the RWA calculation in Pillar 1 and quantified in Pillar 2 with the IRB
approach and treated in both pillars as a component of credit risk. Counterparty credit risk is incorporated into the Risk
Bearing Capacity calculation and is limited within the limits for the single name credit risk. The Group Risk Report which
contains the counterparty credit risk is reported monthly to the management board. Furthermore a credit limit for
counterparties at individual customer level is requested and approved according to the foreseen credit processing chan-
nels.

Netting is not used for regulatory purposes in Addiko Group. No further collateral is considered to mitigate counterparty
credit risk for regulatory purposes under Pillar 1.

Contractual clauses concerning dependencies between collateral management and the credit rating of Addiko exist in
the context of collateral agreements. The points affected by this in some of the collateral agreements are the exposure-
independent amount of collateral (independent amount), the amount of exposure the counterparty is willing to accept
before Addiko is required to post collateral (the threshold amount), and the minimum amount of additional collateral
that may be requested (the minimum transfer amount).

Based on existing agreements in place with counterparties, a rating downgrade of Addiko would not have any material
effect on the additional amount to be provided connected to collateral management.

Art 439 e CRR

The template EU CCR5 shows the segregated and unsegregated collateral received and posted per type of collateral.
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Art 439 f-g, k CRR
The template EU CCR1 provides information about derivative and securities financing transactions.

Art 439 h CRR

The template EU CCR2 gives an overview of the exposures subject to CVA capital charges in accordance with Part three,
Title VI, Article 382 in the CRR. Addiko Group applies the standardized method to compute CVA capital charges exclu-
sively.

Art 439 i CRR
As of 31 December 2022 Addiko Group does not have any exposure value to central counterparties (qualifying and non-
qualifying central counterparties) and the associated risk exposures.

Art 439 j CRR
As of year-end 2022 Addiko Group does not have any single name CDS on the portfolio.

Art 439 | referring to Art. 444 e CRR
The template EU CCR3 includes the CCR exposures by regulatory exposure classes and risk weights.

5.1 Size of on- and off-balance-sheet derivative business

Art 439 m CRR

Addiko Group applies the Original Exposure Method (OEM) calculated in accordance with Article 282 CRR (Chapter 6 of
Title Il Part Three, Section 5) as alternative approach to the Standardised Approach for counterparty credit risk
(SA-CCR). The precondition to apply this approach is that according to Article 273a (2) CRR the sum of the absolute
market values of on and off balance sheet derivatives must not exceed EUR 100.0 million on a monthly basis. In addition,
these must as well not exceed 5.00% of the total assets. The following table shows the development of the absolute
market values during the year 2022.

EUR'm

Absolute market value Total assets Percentage

31.01.2022 2.6 5,824.0 0.04%
28.02.2022 2.6 5,849.8 0.04%
31.03.2022 3.2 5,804.6 0.06%
30.04.2022 6.0 5,689.1 0.11%
31.05.2022 5.0 5,759.4 0.09%
31.06.2022 6.0 5,700.0 0.11%
31.07.2022 5.4 5,771.4 0.09%
31.08.2022 7.9 5,830.7 0.14%
30.09.2022 9.7 5,795.3 0.17%
31.10.2022 2.4 5,816.4 0.04%
30.11.2022 2.3 5,941.2 0.04%
31.12.2022 8.2 5,996.4 0.14%

Table 7: Size of monthly on- and off-balance-sheet derivative business
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6 Market risk

Art 435 (1), 445 CRR

Market risks consist of potential losses arising from a change in market prices. The Addiko Group structures market price
risks according to the risk factors in interest rate, credit spread, currency and equity price risk. The Addiko Group places
a special emphasis on identifying, measuring, analysing and managing market risk. Market price risks may result from
securities (and products similar to securities), money and foreign currency products, derivatives, exchange rate hedges
and results hedging, assets similar to equity or from the management of assets and equity/liabilities. In addition to
market risks, market liquidity risks may also arise if, in the event of low market demand, the bank is unable to sell
trading positions during liquidity bottlenecks (or due to risk-based offsetting requirements) in the short-term. For
existing positions, these are taken into account as part of the risk limitations for market risks.

6.1 Risk measurement

The Addiko Group calculates market risk as part of daily monitoring with value-at-risk methods on the basis of a one-
day holding period, with a confidence level of 99.00%. The VaR risk measure estimates the potential loss over the given
holding period for a specified confidence level. The VaR methodology is a statistically defined, probability-based
approach that takes into account market volatilities as well as risk diversification by recognising offsetting positions and
correlations between products and markets. Risks can be measured consistently across all markets and products, and
risk measures can be aggregated to arrive at a single risk number. The one-day 99.00% VaR number used by the bank
reflects the 99.00% probability that the daily loss should not exceed the reported VaR. The VaR methodology employed
to estimate daily risk numbers is a Monte Carlo simulation with 10,000 runs, or a simulation under Variance-Covariance
method. While the latter method is used to estimate interest rate risk for non-trading activities, the Monte Carlo
approach is then used to estimate potential losses of other market risk types. The bank uses VaR to capture potential
losses arising from changes in the risk free rates, security issuers’ credit margins, foreign exchange rates, equity prices
and commodity prices. All VaR methods in place rest on assumption of exponentially weighted moving averages and
correlations in the market risk factors collected for the historical series of 250 days.

6.2 Overview market risk
Interest Rate Risk

The value at risk of the interest rate risk (including the interest rate risk of the trading book) for the Addiko Group per
31.12.2022 is EUR 2.3 million (comparable VaR figure as at 31 December 2021: EUR 1.3 million). The interest rate gap
profile for the Addiko Group contains all interest-rate-sensitive items (assets, liabilities and off-balance-sheet items in
the non-trading book) which are either contractually fixed, floating or based on behavioural assumptions. The stochastic
cash flows are illustrated using uniform Group standards as well as local models for country-specific transactions. All
interest sensitive items in the balance sheet are taken as the basis for calculating economic value and earnings-based
measures, as well as other measures of IRRBB, based on the interest rate shock and stress scenarios. Any non-interest-
sensitive items are not comprised in the interest risk calculation but dealt with in association with other risk factors,
such as the participation risk.

The methodology of regulatory interest risk calculation is based on the EBA Guidelines on the management of interest
rate risk arising from non-trading activities (EBA/GL/2018/02) and specifications of the Oesterreichische Nationalbank
(OeNB) regarding the calculation of interest risk statistics.

Regulatory requirements state that impact on EVE of a sudden parallel +/-200 basis points shift of the yield curve in
total own funds may not exceed 20.00%, with the relevant risk estimation at 1.08% at 31.12.2022 versus 6.59% at
31.12.2021. Under the EVE of scenarios 1 to 6 as set out in Annex Ill of EBA/GL/2018/02, the impact may not exceed
15.00% of Tier 1 capital, with the relevant risk estimation at 3.42% at 31.12.2022 versus 7.82% at 31.12.2021.
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The change in present value of the banking book with a parallel rise in the interest rate curves by 1 base point in all
maturity bands and currencies as at 31 December 2022 amounts to EUR -0.3 million (entire aggregated effect of this
interest rate simulation), which is almost the same level as af 31 December 2021 (EUR -0.3 million).

Foreign Currency Risk

The database for determining the value at risk for foreign exchange risks at the Group level of the Addiko Group is based
on the figures in the regulatory report as well as positions arising from participations, and contains operational business
activities. Foreign exchange risk thereby covers the entire FX risk of the Addiko Group. The main foreign exchange risk
drivers are the HRK and RSD currencies. The total volume of open currency positions is at EUR 576.1 million as of
31 December 2022, which was slightly lower than the volume of EUR 646.7 million per 31 December 2021. The value at
risk for foreign exchange risk was EUR 0.4 million per day as at 31 December 2022 versus EUR 0.8 million value at risk
as at 31 December 2021, with both figures at a confidence interval of 99.00%. The limit of EUR 2.0 million was adhered
to as at 31 December 2022.

Aside from foreign exchange risk from operating activities, majority of the Addiko Group’s exposure to foreign exchange
risk implicitly arises from the parent company’s participations in the companies Addiko Bank d.d. Zagreb and Addiko
Bank a.d. Beograd, where the share capital is booked in the local currency and secondly invested in the same currency
in the local asset-side business. In addition to monitoring VaR in respect of foreign currency, the Addiko Group also
monitors any concentration of relevant single foreign exchange positions on single currency level - this is reported on
monthly basis within the Group Asset Liability Committee.

Equity Price Risk

The share capital held in the Group is susceptible to market price risks, which arise from the uncertainty surrounding
the future value of these shares. Exposure to equity risk under the standard VaR methods implemented in Addiko Group
is estimated at EUR 0.1 million as of 31 December 2022 against the estimation of EUR 0.1 million as of
31 December 2021. Size of risk exposure to movements in equity market prices is seen as low given that Addiko Group’s
strategy is, in general, not to invest into such asset classes. If the comparison is done on each separate risk type, equity
risk exposure thus displays that no major concentration risk arises from therein.

Credit Spread Risk

The credit spread risk within the Addiko Group stood at EUR 1.3 million at 31 December 2022 with a one-day value at
risk and a confidence level of 99.00%, versus value at risk of EUR 0.7 million as at 31 December 2021. The greatest
influencing factor in credit spread risk is the holding of liquidity reserves in the form of securities in the Addiko entities
in Bosnia and Serbia. In addition to monitoring VaR in respect to the credit spread risk, the Addiko Group also monitors
concentration risks within the bond portfolio - within the respective risk reports concentrations on single bank level of
the bond portfolio over the whole Addiko Group are monitored as well as concentrations of bonds within the categories
of government bonds, financial bonds as well as corporate bonds.

IBOR Reform

The interest rate benchmark reform was implemented successfully within the Addiko Group. Respective contracts and
fallbacks have been signed and new IBOR curves used for valuations have been implemented in the respective systems
from 1 January 2022 onwards.
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7 Operational risk

7.1 Principles of operational risk management

Art 446 a-c CRR

Addiko uses on a consolidated level The Standardised Approach (TSA) for the calculation of operational risk capital
requirements. More information is stated in the chapter “Capital requirements” of this disclosure referring to
Art. 438 CRR.

In accordance with Article 4 (52) of regulation (EU) No 575/2013 of the European parliament and of the council of
26 June 2013 on prudential requirements for credit institutions and investment firms and amending Regulation
(EU) No 648/2012 Addiko Group defines operational risk as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events, including legal risk.

7.1.1 Organisation

The comprehensive system of operational risk monitoring and management of Addiko Group has the aim to enable active
management of operational risk. As the operational risk, in accordance to its definition, is not centralised in one organ-
isational or hierarchical level, the system for its management encompasses in general all activities in the Group.

Appropriate responsibility for the management of operational risk is essential, therefore clear accountability and own-
ership for operational risk management is implemented on different levels of the organisation, which encompasses day-
to-day management of operational risk, oversight and analysis of results of operational risk management and strategic
risk management.

Group Operational Risk Management is responsible for setting the strategic direction for managing all operational risk
related activities, proposing policies and tools for managing, measuring and controlling operational risks according to
defined Group standards. Additionally, Group Operational Risk Management ensures and monitors a harmonized ap-
proach to all operational risk activities based on common standards and regularly reports on operational risk and issues
to relevant stakeholders.

7.1.2 Risk measurement and reporting

Apart from capital calculation based on gross income as a quantitative measure of operational risk, quantification of
internal loss data, collected throughout the Group using a standardised methodology, is performed. Internal operational
risk loss data supplemented by relevant mitigation measures is collected and entered into a central database. Addition-
ally, measurement of operational risk also relies on qualitative approaches such as Risk and Control Self Assessment
(RCSA).

Appropriate reporting mechanisms are set up at the Board (Supervisory and Management) and senior management levels
with the results and proposal for risk control derived from both quantitative and qualitative processes that support
proactive management of operational risk.

7.1.3 Calculation of own fund requirements

The operational risk measurement model is set to meet the Standardised Approach (TSA) requirements as defined in
Regulation (EU) 575/2013 articles 315, 316, 317, 318 and 320. The Addiko Group on a consolidated level is using the
Standardised Approach (TSA) measurement model for calculating own fund requirements for operational risk, while

Banks in the Group may use TSA or Basic Indicator Approach (BIA).

The source for the gross income data used in the calculation of the relevant indicator is accounting data.
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8 Interest rate risk

8.1 Qualitative information on interest rate risk of non-trading book activities

Art 448 (1) c-g CRR

Interest rate risk of non-trading book activities (IRRBB) refers to the current or prospective risk to the bank’s capital
and earnings arising from adverse movements in interest rates that affect the bank’s banking book positions. When
interest rates change, the present value and timing of future cash flows change. This in turn changes the underlying
value of the bank’s assets, liabilities and off-balance sheet items and hence its economic value of equity (EVE). Changes
in interest rates also affect the bank’s earnings by altering interest rate-sensitive income and expenses, affecting its
net interest income (NII). Economic value measures reflect changes in value over the remaining life of the bank’s assets,
liabilities and off-balance sheet items, until all positions have run off, while earnings-based measure covers only the
rolling 12-month period. The sub-types of interest rate risk of non-trading book activities to which the Addiko bank is
exposed are:

e Gap risk: Risk resulting from the term structure of interest rate sensitive instruments that arises from differ-
ences in the timing of their rate changes, covering changes to the term structure of interest rates occurring
consistently across the yield curve (parallel risk) or differentially by period (non-parallel risk). Non-parallel gap
risk refers to the risk associated with a change in the relative interest rates of instruments at different tenors.
In other words, it represents the risk arising from changes in the slope and the shape of the yield curve as
opposed to a parallel shift.

e Basis risk: Risk arising from the impact of relative changes in interest rates on interest rate sensitive instru-
ments that have similar tenors but are priced using different interest rate indices. Basis risk arises from the
imperfect correlation in the adjustment of the rates earned and paid on different interest rate sensitive in-
struments with otherwise similar rate change characteristics.

»  Option risk: Risk arising from options (embedded and explicit), where the institution or its customer can alter
the level and timing of their cash flows, namely the risk arising from interest rate sensitive instruments where
the holder will almost certainly exercise the option if it is in their financial interest to do so (embedded or
explicit automatic options) and the risk arising from flexibility embedded implicitly or within the terms of
interest rate sensitive instruments, such that changes in interest rates may affect a change in the behavior of
the client (embedded behavioral option risk).

The following measures are being used to monitor interest rate risk of non-trading book activities in Addiko:

¢ EVE - economic value of equity measures the theoretical change in the net present value of the balance sheet
excluding equity. The measure therefore depicts the change in equity value resulting from an interest rate
shock. All cash flows from on-balance sheet and off-balance sheet interest rate sensitive items in the banking
book may be included in the computation. The market value of equity is computed as the present value of
asset cash flows, less the present value of liability cash flows, without including assumptions on the interest
rate sensitivity of equity.

¢ VaR - value at risk measures maximum potential loss in value of an (off)balance sheet item or portfolio over a
defined period (1 day) at a given confidence interval (99.00%). It arises from the portfolio sensitivity vector
i.e. change in the portfolio value due to a change of the risk factor value (shifted by 1 bp). Sensitivity vector
is then multiplied by the variance-covariance matrix.

e NII - Change in Net Interest Income (NII) looks at the expected increase or reduction in NIl over a shorter time

horizon (one year) resulting from interest rate shock. The change in NIl is the difference in the expected NIl
between a base scenario and an alternative, more stressful scenario. It reflects a full going-concern perspective
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and depending on the design of the alternative scenarios, this method is able to capture all different types of
interest rate risk sensitivity.

¢« PVO1 - present value of a single basis point change in interest rates based on gap analysis. This analysis is used
to derive the duration profile of the banking book or, equivalently, the profile of the present value of a single
basis point change in interest rates. Gap analysis allocates all relevant interest rate-sensitive as-sets and lia-
bilities to a certain number of predefined time buckets according to their next contractual re-set date. This
method gives a visual impression of the risk exposure dispersion relative to the repricing pro-file, reflecting
exposures to parallel as well as non-parallel gap risk.

All listed measures are calculated and reported to the Group Asset Liability Committee (ALCO) on a monthly basis.
Additionally, Addiko bank conducts regular stress testing in order to measure the vulnerability of the Legal Entities or
of the Group under stressful market conditions.

Group Asset Liability Committee acts to establish an integrated and consistent interest rate risk management framework
within the Group, having regard to the overall operations of the Group and the interest rate risks to which it is exposed.

The main responsibilities are as follows:

e Approve IRRBB framework indicators & limits,

e Approve behavioral models / assumptions,

* Decide the actions to be taken in case of limits breaches,
¢ Review the IRRBB exposures,

e Approve hedging strategy,

e Approve Internal Capital against IRRBB.

Addiko bank applies the following stress scenarios to estimate IRRBB risks:

¢ Parallel shifts up and down for 200 basis points,

e SOT (supervisory outlier test) scenarios in line with Annex Ill EBA/GL/2018/02 (Parallel up, Parallel down,
Steepener, Flattener, Short rates up, Short rates down),

e Customized scenarios that reflect changes to current market/macro conditions and possible development of
the economic environment (baseline, pessimistic and adverse view).

The prescribed regulatory limits in amount of 20.00% of the own funds (1.08% at 31.12.2022 versus 6.59% at 31.12.2021)
and 15.00% of Tier | capital (3.42% at 31.12.2022 versus 7.82% at 31.12.2021) are fully respected on the Group and single
entity level. Year to Year change in the ratios is driven by the business developments toward the more interest sensitive
instruments in average.

Addiko Group currently does not apply any form of hedge accounting according to IFRS accounting standards. Hedging
interest rate risk of Addiko entities investment portfolios and balance sheet is currently performed only in Addiko Croatia
and Addiko Holding via interest rate swaps at a very small scale, both in terms of overall volume and number of trans-
actions. Notwithstanding the above, the interest rate risk in the banking book is being continuously monitored and
presented in the monthly GALCO meetings.

Furthermore, foreign exchange risk across Addiko Group entities is hedged via standardized instruments such as fx swap,
fx outright and fx spot transactions. Addiko Bank concentrates its on consumer and SME lending, where derivatives are
in most cases executed as side-business to support clients’ needs from the above-mentioned focus business channels.
As such, all derivatives conducted with non-financial clients are always closed back-to-back, hence mitigating or even
completely eliminating the trading activity influences. Pricing of derivatives is always completely conducted by respect-
ing the market conditions.
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The models for products with embedded behavioral optionality are included in IRRBB framework and consistent with
historical experience. Addiko bank calculates regularly economic value and NIl measures with and without demand
deposit behavioral model in order to isolate the effect of modelling. The none-maturing deposit model is based on the
observed historical behaviour on the entity, currency and business segment level. Average repricing maturity of the
retail none-maturing deposits amounted 3.40 years (4.98 only core part) while the longest repricing maturity is assigned
to 10Y time bucket. In terms of non-financial wholesale counterparties, the average repricing maturity was equal to
0.83 years (2.50 core part) with the longest repricing maturity of 5Y. Similar to the demand deposits, loans and term
deposits are clustered combining products with similar characteristics (entity, segment, type, currency, interest rate
behaviour, maturity bucket) and the ratio is estimated from historical observations. The modelled cash flows from off-
balance exposures (loan commitments, credit card/overdraft limits) are incorporated as well in the IRRBB measurement.

In order to ensure appropriate model validation, the IRRBB validation framework includes:
¢ Evaluation of conceptual/methodological soundness, including developmental evidence,
e Ongoing model monitoring, including process verification and benchmarking,
e Outcomes analysis, including backtesting of key internal parameters.

Art 448 (1) a-b CRR

The template EU IRRBB1 provides quantitative information on interest rate risk of non-trading book activities.
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9 Other risks

9.1 Encumbered and unencumbered assets

Art 443 CRR

Addiko is obliged to report encumbered and unencumbered assets at Group level based on the CRR scope of consolidation
in the manner set out in the EBA guidelines on disclosure of encumbered and unencumbered assets (template EU AE1,
EU AE2 and EU AE3).

On 31 December 2022, EUR 190.4 million of assets have been identified as encumbered within Addiko Group. The major
part of encumbered assets have been loans.

The actual Group level of asset encumbrance is reviewed quarterly, where material changes are discussed in the re-
spective committees and potential steering measures are approved.

The funding strategy of Addiko Group is based on its stable unsecured customer deposit base consisting predominantly
of retail and corporate deposits. Due to its business model, the share of encumbered assets and used collaterals in the
total assets and collaterals is very low. Addiko Group does not have covered bonds outstanding. Encumbered assets were
mainly used for operational steering of liquidity and consist of customer loans, receivables and debt securities. To a
small extend cash collateral for derivatives is provided under standard CSAs.

Asset encumbrance is managed by the Group’s ALM function. The main sources and types of encumbrance include:

¢ Collateral for repurchase agreements,
¢  Collateral for loan businesses,

¢ Cash collateral for derivatives,

e Other collateral.

Addiko Group follows the principle of self-funding for each entity within the Group. For this reason, there is no material
intragroup encumbrance within Addiko Group.

9.2 Liquidity risk
Art 451a CRR

The Addiko Group defines liquidity risk as the risk of not being able to fully or timely meet payment obligations due, or
- in the event of a liquidity crisis - only being able to procure refinancing at increased market rates, or only being able
to sell assets if a discount has been included to the market prices.

Realization of the overall liquidity risk strategy of the Addiko Group is ensured through:

e definition of the risk appetite identification and measurement on the overall level as well as for single risk
types taking into account business strategies and targets of the Addiko Group,

e appropriate identification and quantification of each single risk, particularly in terms of liquidity requirements,
definition of current/target limits for the following business year and adequate management and steering
mechanisms,

e translation of strategic targets to more detailed risk guidelines and rules through comprehensive internal reg-
ulations,

¢ set up of an adequate risk management organizational framework with clear responsibilities for execution of
the group liquidity risk strategy.
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In addition to the above-mentioned framework that supports the execution of the business and risk strategy, hereby in
case of liquidity risk exposure and the relevant appetite, the Group Management Board and Group Asset Liability Com-
mittee are responsible for:

¢ the approval and carrying out of the liquidity risk strategy,
¢ clear definition of organizational structures as well as risk management processes,
e the approval of liquidity risk limits.

At the Addiko Group, liquidity controlling and management at Group level are the responsibility of Group Treasury &
ALM. It is here that the steering of situational and structural liquidity and the coordination of funding potential at Group
level takes place. The local treasury units are responsible for operational liquidity steering and liquidity offset. The
liquidity risk control at Group level is the responsibility of Group Market & Liquidity Risk Managament. At a local level,
the respective risk control units are in charge. Risk measurement and mitigation as well as timely and consistent
reporting are carried out there.

Liquidity risk exposures are estimated, monitored, reported and, in case of need, escalated under the internally imple-
mented ILAAP standards. These also cover the respective regulatory reporting as well as high frequent reporting to the
relevant management in Addiko Group.

Addiko Group has emergency liquidity planning in place which defines processes, control and hedging instruments re-
quired to avert imminent crises or to overcome acute crises. In the event of a liquidity crisis, the top priorities of the
bank are to rigorously maintain solvency and to prevent damage to the bank’s reputation. Derivatives are mainly done
on back to back base where also cash collaterals are exchanged.

The Liquidity Coverage Ratio (LCR) measures the coverage of net liquidity outflows with the adequate liquidity buffer
under severe conditions over a period of 30 days. Aside from the regulatory limit of 100.00%, Addiko Group has defined
internal limit for the LCR at 110.00%, while the warning level is defined at 120.00%.

In 2022, the Liquidity Coverage Ratio (LCR) has been moving between its lowest level of 244.60% in May 2022 and its
peak of 307.35% in December 2022. The template EU LIQ1 provides quantitative information on LCR.

Net stable funding ratio (NSFR) seeks to calculate the proportion of Available Stable Funding (ASF) via the liabilities over
Required Stable Funding (RSF) for the assets. Sources of available stable funding’s include customer deposits, long-term
wholesale funding (from the Interbank Lending market), and equity. Aside from the regulatory limit of 100.00%, Addiko
Group has defined internal limit for the NSFR at 105.00%, while the warning level is defined at 110.00%.

During 2022, Addiko Group’s NSFR was on average at the level of 163.47% and was moving in a range of minimum 159.42%
to maximum of 170.53% which was also the year end ratio. The NSFR ratio reflects Addiko Group's structurally strong
liquidity position, with sizeable share of stable retail deposits alongside low share of funding from financial institutions.
Also, Addiko Group holds its own liquidity buffer for stress situations, composed of ECB-eligible securities and securities
that can be quickly sold.

Addiko Group has a robust and conservative liquidity stress testing rule, strongly connected to the principles of the
ECB’s liquidity risk stress testing which for Addiko’s purposes are expanded into seven different stress scenarios. In the
named stress scenarios, the maturing cash flows are faced with the stress roll-over rates, considering both the idiosyn-
cratic, systemic and combined influences. All internally-defined limits within the respective stress scenario are re-
spected.

The concentration of the liquidity risk is in line with the diversification of funding based on the main products and the

most relevant currencies. The biggest positions in the funding are sight and term deposits from retail customers. The
most important currency in funding is EUR, followed by HRK and BAM.
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10 Climate-related and environmental risks

10.1 Governance arrangements on the management of climate-related and
environmental risks

The overall responsibility for the management of climate-related and other environmental risks (C&E risks) has been
taken over by the Head of the Risk Management Function (i.e. the Chief Risk Officer of Addiko Bank AG). Furthermore,
in order to foster a structured discussion at the level of the Management Board, the Group Governance, Risk and Com-
pliance Committee was assigned as dedicated committee for C&E risk. In this context the Group Governance, Risk and
Compliance Committee serves as central platform to quarterly inform the Management Board (inter alia) on the devel-
opment of C&E risks, to monitor respective limits as well as to discuss the implications for Addiko Group's Business and
ESG strategy.

Additionally, a dedicated working group was established to align operative efforts in the practice on the management
of C&E risks. The working group also includes the Head of the Compliance Function to ensure close alignment within the
second line of defense, whereby also the Audit Function is closely involved on the matter and continuously joins with
the dedicated working group.

10.2 Addiko Group’s approach on the assessment of climate-related and
environmental risks

Addiko Group performed its assessment of climate-related and environmental risks in two consecutive steps. In a first
step Addiko Group assessed the impact of climate and environmental change on its countries of operation considering
various scenarios for the short, medium and long-term. Given the complexity of climate-change and its impact, a mul-
titude of scenarios have been developed which reflect different aspects and drivers of climate change. Addiko Group
chose to build its assessment on the following sets of scenarios:

e  “Representative Concentration Pathways” (RCP) developed by the “Intergovernmental Panel on Climate
Change” (IPCC),

e “NGFS Climate Scenarios” developed by the “Network of Central Banks and Supervisors for Greening the
Financial System”.

In a second step Addiko Group analysed how the impact identified in the first step will transmit onto the Group. In this
context both the influence of physical as well as transition risk drivers on the business model as well as the risk profile
has been assessed.

10.3 First step - Analysis of climate change and environmental change

10.3.1 Physical climate-related risks

In its Climate Change 2014 Synthesis Report the IPCC identified as key risks from climate change for the European area
¢ Increased damages from extreme heat events,
¢ Increased damages from river and coastal floods,
¢ Increased water restrictions.

The key risks identified by the IPCC refer in general to risks impacting the human population, physical and biological
systems. Whether these key risks will impact Addiko Group depends on

* their classification as risk driver, and

¢ how they will affect the economy and the financial system (transmission channels).
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Temperature rise

Global mean temperatures have increased by around 1.2°C from pre-industrial levels. Temperature changes lead to
chronic changes in living conditions affecting health, labour productivity, agriculture, ecosystems and sea-level rise. It
is also changing the frequency and severity of weather events such as heatwaves, droughts, wildfires, tropical cyclones
and flooding. Thus, resulting in both acute and chronic climate-related risks.

In scenarios where climate goals are met, deep reductions in emissions are needed to limit the rise in global mean
temperatures to below 1.5°C or 2°C by the end of the century. In case these reductions are not achieved, a temperature
rise exceeding 3°C and severe and irreversible impacts are to be expected. Hence, coinciding with the increase in
physical risks, the pressure on policy makers, the incentive for the development of new technologies and the trend in
changes of sentiments increases (resulting in additional transition risks for affected industries). While temperatures are
increasing unevenly across the world, the impact on Addiko Group’s country of operation is expected to be homogenous
due to their close geographical proximity.

Over the short- to medium-term an expected average increase of 1.5°C in line with the global average is evident for
the SEE region. In line with the analysis from the IPCC a medium risk is to be expected over the short- to medium term
for the human population, physical and biological systems. However, significant uncertainties in the expected temper-
ature rise are evident over the long-term in Addiko Group’s countries of operation. Worst case scenarios without any
stringent climate policies and innovation would result in a devastating impact for the human population, physical and
biological systems in the SEE region.

Sea Level Rise

The analysis of the sea level rise was based on a 1 meter increase in the global sea level, which corresponds to the
upper-bound of the RCP 8.5 scenario for the long-term view. While the risk of coastal flooding will increase with a rise
in the sea-level, the overall impact from a sea level rise is limited to few individual regions in Addiko Group’s countries
of operation (as opposed to the risk of large-scale flooding in e.g. the Veneto region or the Netherlands).

Flooding risk

Annual river floods increased in north-western and parts of central Europe but decreased in southern and north-eastern
Europe over the period 1960-2010 due to climate change. This trend will likely continue in short to medium-term and a
decrease of the expected land fraction exposed to river floods is evident both under the “NGFS current policies” and
the “NGFS 2°C delayed” scenario in Addiko Group’s countries of operation. Also under a long-term view and even in
case only currently implemented policies are preserved, the land fraction exposed to river floods is expected to remain
stable or to reduce in Addiko Group’s countries of operation.

Precipitation and drought risk

In line with the past development, future scenarios predict a significant increase in annual precipitation in large parts
of central and northern Europe and a decrease in southern Europe, resulting in potential risks of drought for Addiko
Group’s countries of operation. While the level of precipitation is expected to remain relatively stable in the short to
medium term, the level of precipitation is expected to significantly drop over a long-term view in Addiko Group’s coun-
tries of operation in the long-term, unless stringent measures to counter climate change are introduced.

10.3.2 Physical environmental risks

Biodiversity loss

Ecosystem services are the benefits that nature provides to society and the economy, whereby biodiversity loss threatens
the availability of these ecosystem services. Companies that depend on ecosystem services are exposed to physical risks
via their production processes. On a European level, biodiversity in Addiko Group’s countries of operation are compar-
atively intact. However, in particular in Croatia and Serbia the biodiversity in some regions is more impacted, which
might in particular impact the agricultural industry.
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Air pollution

The burden of ambient air pollution both impacts the life and health of the population and results in significant costs
for the economy. The European Air Quality Index indicates that Addiko Group’s countries of operation are exposed to
higher levels of air pollution compared to western parts of Europe.

Soil Contamination

Soil contamination refers to reduced soil quality due to the presence of harmful substances resulting from human activ-
ity. Soil is essentially a non-renewable resource, which performs many functions and delivers services vital to human
activities and to ecosystem survival. Hence, soil contamination can harm human health and result in significant costs
for the economy, whereby the analysis performed indicates that Addiko Group’s countries of operation show a low level
of registered contaminated sites on an European level.

10.3.3 Transition risks

Transition risks

_ ———— ..

As part of the Paris Agreement, the
parties agreed to take measures to
curb greenhouse-gas emissions. In
order to achieve the agreement’s goal
and pave the way to a low-carbon
economy, many jurisdictions have
established a multitude of policy
initiatives. Some parties have proposed
climate-related policies to reduce
greenhouse-gas emissions, others have
introduced subsidies encouraging the
use of electric vehicles, increased
energy efficiency standards or reduced

Technological change relating to
energy-saving, low-carbon
transportation, and increasing use of
non-fossil fuels or other technologies
that help reduce greenhouse-gas
emissions are needed to meet policy
goals. However, corporates’ existing
business models may be based on
technologies that are likely to become
superseded or on the use of energy
sources that may become more
expensive as a result of policy
measures.

Investor sentiments

Equity and debt investor awareness
and expectations with respect to
climate change are increasing. A
growing number of investors are
incorporating climate risk
considerations into their investment
decisions.

Consumer sentiments

A shift in behavior to climate-friendly
consumption would, for example,
create a move to more climate-

friendly transportation, manufacturing

or removed fossil fuel subsidies.
and energy use.

Given the increased awareness on climate change and environmental challenges, Addiko Group assumes that transition
risk will increase to manifest over the short-term for highly affected industries. The effect on the whole economy will
further develop over the medium to long-term.

10.3.4 Macroeconomic impact

While the negative impact on the macroeconomic environment can be mitigated by strict regulations over the medium
to long-term, a continuous deterioration of macroeconomic indicators in Addiko Group’s countries of operation is to be
expected if no countermeasures are taken.

10.3.5 Impact on Highly affected industries

Affected Industries

Based on the analysis of physical and transition risks as well as publicly available studies and benchmark analysis Addiko
Group identified 6 industries which are specifically prone to the effects of climate change:

Disclosure Report 2022 35



Addiko Bank

Climate-related and environmental risks

Agriculture

Climate-related risks

Agricultural production, both in terms of crop yields and the location where different types of crops can be grown, will
be significantly impacted by climate and environmental change as well as variability. The growing season has lengthened
and is projected to increase further due to earlier onset of growth in spring and longer growing season in autumn. While
this would allow a northward expansion of warm-season crops to areas that were not previously suitable, southern
regions will be hit, expecting an overall negative impact on agriculture. In the long term, high temperatures, water
shortage and extreme weather events may cause lower yields, higher yield variability and, a reduction in suitable areas
for cultivation. The impacts will depend on precipitation patterns and the crops considered.

Other environmental risks

In particular physical other environmental risks will negatively impact the agriculture business, whereby in particular
biodiversity loss, water stress, pollution and soil contamination can have a detrimental impact the yield of agricultural
businesses. Agricultural practice (e.g. used fertilizers and pesticides) can also give rise to transition risks in the context
of new regulations but also reputational risks.

Mining / Quarrying

Climate-related risks

The mining and quarrying sector has a large climate and environmental impact both regarding their energy consumption
in mining processing operations as well as in refining and smelting operations. Efforts to decarbonize are focused on
improved energy efficiency, fuel substitutions, deployment of carbon capture storage, electrification and renewable
energy use, hence, it is to be expected that the industry will be increasingly affected by additional regulatory require-
ments and policies.

Other environmental risks

Besides a potential detrimental impact on local ecosystems (and thus biodiversity), mining and quarrying operations can
lead to a significant risk of pollution (in particular in case not all necessary precautions are taken) which might result
in soil contamination and water stress. Consequently, mining and quarrying operations can be subject to significant
transition risks in the context of new regulations but also reputational risks.

Automotive

Climate-related risks

Automotive carbon emissions are a combination of tail-pipe and vehicle manufacturing emissions, whereby the sector
significantly contributes to global emissions. Electric vehicles and alternative fuel sources, as well as recycling of con-
struction materials or the use of low-carbon materials are options to reduce the climate and environmental impact of
the industry. Additionally, a shift in vehicle use towards car sharing or self-drive vehicles, and a reduction in the number
of vehicles, could play an important role. Debtors in the automotive sector will be impacted by policy and regulatory
changes targeting cleaner fuel standards and technological advancement as well as a change in consumer preferences.

Other environmental risks
Tail-pipe emissions are a significant factor for air pollution, resulting in additional transition risks for the automotive
industry

Extraction of crude petroleum and natural gas

Climate-related risks

The oil and gas sector is one of the largest contributors to greenhouse-gas emissions, both via its own operations and
via the use of the fuel by end users. Introducing new regulations/policies as well as technologies can help to substantially
reduce emissions form this sector, hence, it is to be expected that the industry will be increasingly affected by transition
risks. Additionally, the shift of other sectors and end users to alternative energy sources will also have a material impact
on this industry.
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Other environmental risks

Oil and gas operations can lead to a significant risk of pollution (in particular in case not all necessary precautions are
taken) which might result in soil contamination and water stress. Consequently, the oil & gas sector is subject significant
additional transition risks in the context of new regulations but also reputational risks

Energy

Climate-related risks

Climate change is expected to reduce demand for heating in northern and north-western Europe and to strongly increase
energy demand for cooling in southern Europe, which may further exacerbate peaks in electricity supply in the summer.
More intense and frequent heat waves will shift energy supply and demand patterns, often in opposite directions. More-
over, greater magnitude and frequency of extreme weather events will cause threats for physical energy infrastructure.

Other environmental risks

Climate change also brings increased uncertainty in weather patterns across Europe. This has a direct negative impact
in the long term on the production of renewable energy. Besides physical risks, the industry will be affected by transition
risks from additional regulatory requirements/policies and new technologies already in the short-term.

Chemical industry

Climate-related risks

The chemical industry accounts for approximately one fourth of total primary demand for oil and gas, and significantly
contributes to carbon dioxide emissions through its energy intensive manufacturing processes. While the sector faces a
challenge to reduce emissions, it also provides chemical products that will enable decarbonization in the energy sector.
It can be assumed that the sector will be affected by transition risks from additional regulatory requirements/policies
and new technologies in the short-term.

Other environmental risks

The chemical industry can give rise to a significant risk of pollution (in particular in case not all necessary precautions
are taken) which might e.g. result in soil contamination and water stress; which results in additional transition risks for
companies in these industries in the context of new regulations but also reputational risks.

Manufacture of rubber and plastic products

Climate-related risks

Plastics are derived from fossil fuels and manufactured through energy-intensive processes, which release greenhouse
gases into the environment. Plastic recycling also consumes large amounts of energy and when incinerated, the carbon
that was stored in the plastic is released as emissions. Hence, it is to be expected that the industry will be increasingly
affected by additional regulatory requirements and policies.

Other environmental risks

The significant impact of plastic pollution on biodiversity and the health of people led to an increased awareness of
the general public resulting in changes of customer demand and the regulatory environment (thus, giving rise to transi-
tion risks for companies in the industry).

10.4 Second step - Risk drivers and transmission channels

10.4.1 Business Model

While all acute and chronic physical risks can impact the business model of a bank (in particular in case it renders it
less profitable), the concrete impact on a specific business model is highly dependent on the transmission channels of
the physical risks. However, compared to physical risks, transition risk will result in a more directed impact on special-
ized business models in case they are in conflict with developments in policies, technologies and sentiment trends (e.g.
business models focused on automotive financing).
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Non-Focus Segments |

- ———— .

Market/Income side

Market/Income side

Market/Income side

While developments in regulations,
technologies and sentiments (i.e. transitions
risk) will impact the type of financed
residential real estate (i.e. green building), it
is to be expected that this will not impact the
demand for RRE financing overall.
Additionally, mortgage loans are part of
Addiko Group’s Non-Focus portfolio.
Consequently, Addiko Group primarily targets
the retention of existing, profitable
customers. Given this gradual run-down
strategy, mortgage lending products are not
actively marketed and only a negligible
impact of C/E risk on the market/income side
for Addiko Group is to be expected.

Cost side

C/E risk might negatively impact the
origination to large corporate clients
industries) in the short to medium-
term. Large Corporates are part of
Addiko Group’s Non-Focus portfolio,
hence new loans are only originated
on an opportunistic basis and only a
negligible impact of C/E risks on the
market/income side for Addiko Group
is to be expected.

Cost side
affected industries are susceptible to
the impact from C/E risks, which
potentially impacts cost-of-risk.

Public Finance is part of Addiko
Group’s Non-Focus portfolio.
Given the gradual run-down
strategy, lending products in the
Public Finance segment are not
actively marketed and only a
negligible impact of C/E risk on
the market/income side for
Addiko Group is to be expected.

Cost side
Depending on the susceptible of
the debtor to the impact from
C/E risks, also in Public Finance a
negative impact on cost-of-risk is
possible.

Cost-of-risk could be negatively impacted
both from a deterioration of macroeconomic
indicators (e.g. drop in GDP) as well as a
negative impact on collateral valuation.

Focus Segments ‘

—— e —
" S |

Market/Income side

While consumer sentiments are already changing, it is to be
expected that a substitution effect will mitigate this impact.
As Addiko Group’s Consumer loans are not bound to specific
purposes, also changed consumer preferences can and will be
financed via this segment. While the origination of Consumer
loans to finance vacations to remote locations might reduce
with changed Consumer sentiments, this reduction might e.g.
be compensated by the financing of environmentally
sustainable renovation of buildings.

Cost side

While the cost-of-risk in the Consumer segment can be
affected via microeconomic transmission channels, the large
number of debtors and granularity of the portfolio effectively
result in a full diversification. Hence, the cost-of-risk in the
Consumer segment will mainly be impact via macroeconomic
transmission channels (e.g. drop in GDP).
Macroeconomic/systemic risks (and their impact on Addiko
Group’s profitability) are already managed under the current
Risk Management framework of Addiko. However, given the
urgency and the unpredictability of C/E risks, a continuous
update and monitoring of their impact on macroeconomic
indicators is advisable.

Market/Income side

Addiko Group does not focus on individual industries in its SME
portfolio but strives for a high granularity and strong
diversification. Hence, due to the diversification over many
individual industries, it is to be expected that substitution
effects will mitigate the impact from C/E risks on the
market/income side.

Cost side

While the cost-of-risk in the SME segment can be affected via
microeconomic transmission channels, granularity of the
portfolio effectively result in a significant diversification.
Hence, the cost-of-risk in the Consumer segment will mainly
be impacted via macroeconomic transmission channels (e.g.
drop in GDP).

A deterioration of macroeconomic indicators (e.g. drop in
GDP) could increase cost-of-risk also in the SME loan portfolio.
Macroeconomic/systemic risks (and their impact on Addiko
Group’s profitability) are already managed under the current
Risk Management framework of Addiko. However, given the
urgency and the unpredictability of C/E risks, a continuous
update and monitoring of their impact on macroeconomic
indicators is advisable.
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On the one hand, Addiko Group’s Focus segments will be able to benefit from substitution effects under the market/in-
come view (e.g. as Addiko Groups Consumer loans are not bound to a specific purpose, the financing of less climate
friendly goods can be easily substituted by the financing of more climate-friendly consumer goods in case consumer
sentiment moves towards this direction). On the other hand, the focus on granular Consumer and SME loans allows to
reduce the idiosyncratic risk driven by climate-related and environmental risks via diversification. While the Non-Focus
segments will not be able to benefit to the same extent from the substitution effect under the market/income effect,
the idiosyncratic risk will also be reduced to a lesser extend than in the Focus segment (due to a lower level of granu-
larity), rendering the non-focus segments more susceptible to climate-related and environmental risks (both physical
and transition risks).

Thus, while climate-related and environmental risks do not result in an immediate danger for Addiko Group’s current
business model (due to missing concentration in highly affected industries), the analysis highlights the materiality of
climate-related and environmental risks and underscores once more the necessity to further accelerate Addiko Group’s
transformation and to further increase its focus on granular Consumer and SME loans.

Hence, the share of the Addiko Group’s focus portfolio represents the most relevant performance indicator for the
management of climate-related and environmental risks from a strategic and business model perspective:

Gross performing loans in focus segments

Gross loans of focus segments as % of total gross performing loans

% in focus 40% 51% 56% 62% 65%
stock) 2017 2018 2019
( 2016 a ; "'zozo e
o/ 2021
82%
2022
\
\
\
\
\
\
\
\
Yo c95%

change of gross performing loans in focus vs. previous period

In particular the credit exposure towards highly-affected industries as well as the financed greenhouse gas emissions
(as presented in subsequent chapters) constitute further essential performance indicators both in the context of Addiko
Group's business strategy. Dedicated limits have been set for both indicators, which are tracked within the Group Gov-
ernance Risk Compliance Committee.

Taking into consideration the interdependence of the inside-out perspective (impact of the bank on the environment)
and the outside-in perspective (impact of the environment on the bank), Addiko has prepared a dedicated ESG strategy
in order to have an organized, integrated, and holistic approach to ESG and sustainability. The ESG strategy comprises
concrete sustainable development goals to contribute to the orderly transition to a carbon-neutral economy.
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10.4.2 Credit risk

Corporate and SME Exposure

Corporate and SME debtors will be subject to both physical acute and chronic climate-related and environmental risks,
whereby it is to be assumed that the effect will occur first and will be strongest for debtors in highly affected industries
(e.g. automotive). Similarly, to physical risks, also transition risks will in particular impact debtors in highly affected
industries (e.g. automotive). However, the impact of climate-related and environmental risks on the macroeconomic
environment (e.g. lower GDP or increased unemployment) will indirectly impact all Non-Retail debtors and, thus, the
resulting credit risk.

Agriculture (;:: ::pi%\/g Pg:;‘;IeC';re/ f::::tiil Rus:)aiziind Automotive Energy
products

ABC 22.4 1.3 0.0 2.0 10.1 1.3 0.4
ABS 2.1 6.3 - 1.7 11.4 7.0 5.7
ABSE 16.8 0.7 0.0 0.9 6.0 3.9 0.0
ABBL 2.3 2.7 - 4.4 2.1 0.3 14.9
ABSA 2.0 5.1 0.0 0.0 1.1 0.0 0.0
ABM 2.3 1.9 0.0 0.0 0.1 - 4.3
Total 47.9 18.0 0.0 9.0 30.8 12.4 25.3

Table 8: Share of Addiko Group’s gross exposure to highly affected industries as of 31.12.2022

As Addiko Group’s Non-Retail portfolios do not show any concentration of exposure in highly affected industries, it is to
be expected that physical and transition risks will not substantially impact Addiko Group through microeconomic trans-
mission channels over the short- to medium term.

However, the debt service capacity of the individual debtors can be negatively affected via macroeconomic transmission
channels. The severity of this impact over the medium- to long term is highly dependent on the measures taken to curb
climate change.

Consumer loans

While Consumer debtors can be affected via the effect on their income, the large number of debtors and job mobility,
effectively result in a full diversification of the income effect through microeconomic transmission channels. Hence,
the income effect for Consumer debtors will impact Addiko Group solely via macroeconomic transmission channels. The
severity of this impact over the medium- to long term is highly dependent on the measures taken to curb climate change.

Mortgage portfolio

The impact of climate-related and environmental risks is most prominent via the wealth effect (i.e. the potential impact
on the collateral value). Hence, Addiko Group analysed its mortgage portfolio in the Non-Focus segment on potential
risks for the pledged collateral considering the climate-related and environmental risks identified in step 1 of the anal-
ysis.
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Figure: Regions with highest value of pledged real estate in Addiko Group’s mortgage portfolio

Due to the missing concentration of pledged real estate in areas highly endangered from physical risks, it was concluded
that a negative impact on Addiko Group Mortgage portfolio via the wealth effect is not to be expected over the short
to medium-term. While also mortgage debtors can be affected via the effect on their, the large number of debtors and
job mobility, effectively result in a full diversification of the income effect through microeconomic transmission chan-
nels. Hence, the income effect for mortgage debtors will impact Addiko Group via macroeconomic transmission chan-
nels.

Expected impact of climate-related and environmental risks on credit risk

While no immediate danger for Addiko Group’s portfolio was identified in the analysis, it highlights the materiality of
climate-related and environmental risks. Due to the urgency and uncertainty of climate-related and environmental risks
the continuous monitoring of the concentration in highly affected industries as well as the expected impact of C/E risks
on the macroeconomy is required. In this context it is worth noting that based on the analysis performed the impact
from physical risk on Addiko Group's countries of operation is expected to be mostly homogenous due to their close
geographical proximity.

Hence, in order to avoid concentrations in highly-affected industries the share of exposure in highly-affected industries
is the most relevant performance indicator for the management of climate-related and environmental risks from a credit
risk perspective. Consequently, Addiko Group established a dedicated limit on the share of exposure in highly-affected
industries in line with its risk appetite.

10.4.3 Market risk

Climate-related and environmental risks will mainly transmit to market risks via their impact on the market value of
the individual assets. As Addiko Group’s financial assets measured at fair value mainly consist of government bonds, the
main transmissions channels are the impact of C/E risks on the tax income and the expenses of the respective govern-
ments and consequently the credit risk associated with the respective sovereign.
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As no extraordinary vulnerability of the debt service capacity of issuers due to C/E risks have been identified, no material
impact of climate-related and environmental risks on Addiko Group’s market risk is expected in the short to medium
term.

10.4.4 Operational risk

In particular, acute physical climate risks can potentially drive OP-risk via damage of properties but also by forced
facility/office closure, which might even raise “Business Continuity” issues. However, no increased vulnerability of
Addiko Group’s branches and headquarters from potential sea level rising or flood risks in general has been identified.
While a limited number of branches is close to the coast and could be affected, relocation would be possible in time,
as well as (partial) redistribution of services to online channels. Also, the outlook on average temperatures does not
indicate a significant increase in the region, that could not be handled with existing or slight upgrading of existing
cooling systems. Hence, based on the analysis performed, it is estimated that physical risks will only have a minor
impact on Addiko main buildings. Furthermore, the increasing possibilities of Addiko Group’s employees to work from
home helps to mitigate the operational risk from damaged property. While, the financing of stigmatized industries (and
other actions of the bank) might also result in additional legal or reputational risks, given Addiko Group’s negligible
exposure in stigmatized industries, it is to be expected that this risk driver will not materially impact Addiko Group.

10.4.5 Liquidity risk

Flooding and other acute risk drivers are assumed to be of low influence for liquidity risk as Addiko Group’s funding is
not concentrated in individual geographical areas. Furthermore, changes in the eligibility-criteria of bonds pledged used
for refinancing at central banks could drive liquidity risk of a bank depending on the composition of its liquidity portfolio.
However, since Addiko Group’s liquidity portfolio mainly consists of government bonds from EU-countries, the impact
on Addiko Group from this transition risk is expected to be marginal. Based on the current assessment, Addiko Group
concluded that climate-related and environmental risks will likely not materially impact liquidity risk.
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10.5 Financed Scope 3 greenhouse gas emissions

The financed greenhouse gases (GHG) emissions of an institution, corresponds to the greenhouse gas emissions of the
underlying debtors attributable to the capital provided by the institution. The amount of financed Sgreenhouse gases
emissions can give indications on the susceptibility of an institution to transition risks (in particular in the context of
legal and reputational risks).

The following table illustrates the estimated Scope 3 GHG emissions of Non-Financial Corporations financed by Addiko
Group. The financing provided to households and private individuals was excluded from the estimation.

ncusry R B B
A - Agriculture 18,141.4 259.3 5,361.9
B - Mining and quarrying 4,799.4 17.5 3,948.2
C - Manufacturing 52,713.5 2,585.1 184,484.0
D - Electricity 16,459.0 75.4 5,706.0
E - Water supply; sewerage 26,338.5 150.2 6,641.8
F - Construction 11,066.7 707.6 60,226.5
G - Wholesale and retail trade 13,651.5 182.5 38,353.3
H - Transporting and storage 7,823.6 494.9 29,277.5
| - Accommodation and food service 2,296.8 1,425.7 14,827.3
J - Information and communication 2,413.9 327.3 9,252.1
K - Financial and insurance activities 4941 43.1 1,552.1
L - Real estate activities 614.0 27.0 847.1
M - Professional, scientific and technical activities 7,214.2 989.7 24,442.7
N - Administrative and support service 3,415.0 307.5 8,336.0
O - Public administration 213.1 455.7 2,589.8
P - Education 236.7 197.4 1,182.9
Q - Human health and social work 243.7 213.9 2,193.4
R - Arts, entertainment and recreation 46.3 63.9 583.7
S - Other services activities 171.4 51.1 508.4
Other 70.5 20.4 113.3
Grand Total 168,423.3 8,595.0 400,427.9

Table 9: Table on Scope 3 GHG emissions of non-financial corporations financed by Addiko Group

The estimations of Addiko Group’s financed Scope 3 greenhouse gases emissions builds on the estimation of the average
GHG emissions by € financed.
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11 Overview of non-applicable disclosures or covered in other
published reports

The following table provides an overview of disclosure requirements not covered by the Disclosure Report or other group
reports, including the reasons for non-disclosure.

CRR article

Art 436 e CRR Expo-
sures from the trad-
ing and the non-
trading book

Disclosures requested in the CRR article

For exposures from the trading book and the non-trad-
ing book that are adjusted in accordance with Article
34 and Article 105, a breakdown of the amounts of the
constituent elements of an institution's prudent valua-
tion adjustment, by type of risks, and the total of con-
stituent elements separately for the trading book and
non-trading book position.

Reasons for inapplicability

Addiko Group does not apply the
core approach, but the simpli-
fied approach for the determi-
nation of the additional valua-
tion adjustment.

Art 437 (1) f CRR
Own funds

Where institutions disclose capital ratios calculated
using elements of own funds determined on a basis
other than that laid down in this Regulation, a compre-
hensive explanation of the basis on which those capital
ratios are calculated.

Addiko Group does not disclose
capital ratios calculated using
elements of own funds deter-
mined on a basis other than that
laid down in the CRR.

Art 437a CRR Dis-
closure of own
funds and eligible
liabilities

Institutions that are subject to Article 92a or 92b shall
disclose information regarding their own funds and el-
igible liabilities.

The Article 437a CRR is not ap-
plicable as Addiko Group is not a
G-SlIs or a subsidiary of a non-
EU G-SII.

Art 438 c CRR Capi-
tal requirements

Upon demand from the relevant competent authority,
the result of the institution's internal capital adequacy
assessment process including the composition of the
additional own funds requirements based on the super-
visory review process as referred to in point (a) of Ar-
ticle 104-1 of Directive 2013/36/EU.

There is no demand from the
relevant competent authority.

Art 438 e CRR Capi-
tal requirements

Disclosure of on- and off-balance-sheet exposures, the
risk-weighted exposure amounts and associated ex-
pected losses for certain category of specialised lend-
ing.

Addiko Group does not use the
simple risk-weighted approach.

Art 438 f CRR Insur-
ance participations

Disclosure of own fund instruments held in insurance
or re-insurance undertakings or insurance holding com-
pany not deducted from own funds

Addiko Group does not held any
insurance or re-insurance un-
dertakings or insurance holding
company.

Art 438 g CRR Finan-
cial conglomerates
information on own
funds and capital
adequacy ratio

Disclosure of financial conglomerates information on
own funds and capital adequacy ratio

The Article 438 g CRR is not ap-
plicable as Addiko Group is not
part of a financial conglomer-
ate.

Art 438 h CRR Capi-
tal requirements

The variations in the risk-weighted exposure amounts
of the current disclosure period compared to the im-
mediately preceding disclosure period that result from
the use of internal models.

Addiko Group does not apply the
IRB approach, IMM or IMA.
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Art 439 i CRR Expo-
sure value to central
counterparties

The exposure value to central counterparties and the
associated risk exposures within the scope of Section 9
of Chapter 6 of Title Il of Part Three.

As of 31. December 2022 Addiko
Group does not have any expo-
sure value to central counter-
parties (QCCPs and non-QCCPs).

Art 439 j CRR No-
tional amounts and
fair value of credit
derivative transac-
tions

Credit derivative transactions shall be broken down by
product type.

As of year-end 2022 Addiko
Group does not have any single
name CDS on the portfolio.

Art 439 k CRR Expo-
sure to counterparty
credit risk

Estimate of a (alpha) if the institution has received the
permission of the competent authorities to estimate a.

Addiko Group does not apply any
own estimates of the scaling
factor.

Art 441 CRR
Indicators of global
systemic
importance

Institutions identified as G-Slls in accordance with Ar-
ticle 131 of Directive 2013/36/EU shall disclose, on an
annual basis, the values of the indicators used for de-
termining the score of the institutions in accordance
with the identification methodology referred to in that
Article.

The Article 441 CRR is not appli-
cable for Addiko Group, as it
does not belong to the institu-
tions of global systemic im-
portance in accordance with Ar-
ticle 131 of 2013/36/EU.

Art 447 h CRR Own
funds and eligible
liabilities ratios and
their components,
numerator and
denominator

Institutions shall disclose their own funds and eligible
liabilities ratios and their components, numerator and
denominator, as calculated in accordance with Articles
92a and 92b and broken down at the level of each res-
olution group.

Addiko Group is not a G-SlIs or a
subsidiary of a non-EU G-SII.

Art 449 CRR
Exposure to
securitisation
positions

Institutions calculating risk-weighted exposure
amounts in accordance with Part Three, Title I,
Chapter 5 or own funds requirements in accordance
with Article 337 or 338 shall disclose selected
information, where relevant, separately for their
trading and non-trading book.

The Article 449 CRR is not
applicable for Addiko Group, as
no securitisation transactions
are currently in place.

Art 449a CRR
Disclosure of
environmental,

The article requires large institutions that have
issued securities that are admitted to trading on a
regulated market of any Member State to disclose

Addiko Group is not a large
institution, hence this article is
not applicable for Addiko

social and information on ESG risks, including physical risks and Group.

governance risks transition risks.

(ESG risks)

Art 452 CRR, Institutions calculating the risk-weighted exposure Only the Standardised

Art. 453 j CRR Use
of the IRB Approach
to credit risk

amounts under the IRB Approach shall disclose
selected information.

Approach is used within Addiko
Group.

Art 454 CRR Use of
the Advanced
Measurement
Approaches to
operational risk

The institutions using the Advanced Measurement
Approaches set out in Articles 321 to 324 for the
calculation of their own funds requirements for
operational risk shall disclose a description
of the use of insurances and other risk transfer
mechanisms for the purpose of mitigation of this risk.

Addiko Group does not apply
the Advanced Measurement
Approach to operational risk.
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Art 455 CRR Use of Institutions calculating their capital requirements in Article 455 CRR is not
Internal Market Risk accordance with Article 363 shall disclose certain applicable, as Addiko Group
Models information about the characteristics of the models does not use internal models

used. for incremental default and

migration risk and does not
have a correlation trading
portfolio.
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ALCO Asset Liability Committee
AT1 Additional Tier 1
ALM Asset Liability Management
AVA Additional Valuation Adjustments (in connection with financial instruments measured at fair value)
BIA Basic Indicator Approach
BPV Basis Point Value
BWG Austrian Banking Act
cCB Countercyclical Buffer
CCP Central Counterparty
CCR Counterparty Credit Risk
CDS Credit Default Swap
CEBS Committee of European Banking Supervisors
CET1 Common Equity Tier 1
CHF Swiss Francs
Clu Collective Investments Undertakings
CQs Credit Quality Step
CRD Capital Requirements Directive
CRE Commercial Real Estate
CRO Chief Risk Officer
CRR Capital Requirements Regulation
CRSA Credit Risk Standard Approach
CSA Credit Support Annex
CSEE Central and South-Eastern Europe
CVA Credit Value Adjustment
DTA Deferred Tax Assets
DVA Debit Value Adjustment
EAD Exposure at Default
EB Executive Board
EBA European Banking Authority
EBM Executive Board Member
EC European Commission
ECA Export Credit Agency
ECAI External Credit Assessment Institution
ECB European Central Bank
ECL Expected credit loss
EHQLA Extremely high quality liquid assets
EMU European Monetary Union
EU European Union
EVE Economic Value of Equity
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FMA Financial Market Authority

FMA FXTT-MS FMA Minimum Standards for the Risk Management and Granting of Foreign Currency Loans and Loans
with Repayment Vehicles

FMA-MSK Austrian Minimum Standards for Credit Business

FTE Full Time Equivalent

FX Foreign exchange

GHG Greenhouse gases

GHR Group Human Resources

GL Guidelines

GREC Group Risk Executive Committee

Gross NPL Gross Carrying amount of Non-Performing Loans divided by total Gross carrying amount of Loans and

Ratio advances

GRR Group Risk Report

G-SlI Global Systemically Important Institution

HC Headcount

HHI Herfindahl Hirschman Index

HQLA High Quality Liquid Assets

IAS International Accounting Standards

ICAAP Internal Capital Adequacy Assessment Process

ICV Internal collateral value

IFRS International Financial Reporting Standards

ILAAP Internal Liquidity Assessment Process

IMM Internal Model Method

IPCC Intergovernmental Panel on Climate Change

IR Interest Rate

IR Gap Interest Rate Gap

IRB Internal-Ratings-Based approach

IRRBB Interest Rate Risk of the Banking Book

KPI Key Performance Indicators

LCR Liquidity Coverage Ratio

LGD Loss Given Default

LLSFR Local Loan Stable Funding Ratio

LR Leverage Ratio

LVaR Liquidity value at risk

MB Management Board

MREL Minimum Requirement for own funds and Eligible Liabilities

n/a not applicable

NGFS Network of Central Banks and Supervisors for Greening the Financial System

NIB Non-Interest-Bearing positions

NII sensitivity

Net interest income (NII) sensitivity

NMD

Non-Maturity Deposits
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NPL Non-Performing Loans

NSFR Net Stable Funding Ratio

OeNB Oesterreichische Nationalbank

(O] Overnight Index Swap

o/w Of which

PD Probability of Default

PFD Provisioning, Forbearance, Default methodology
PFE Potential Future Exposure

PMS Portfolio Management System

POCI Purchased or originated credit impaired assets
PSE Public Sector Entity

RAF Risk Appetite Framework

RBC Risk-Based Capital

RCP Representative Concentration Pathways

RCSA Risk and Control Self Assessment

REPO Repurchase agreement

RMF Risk Management Function

RRE Residential Real Estate

RWA Risk Weighted Assets

RWEA Risk Weighted Exposure Amount

SA Standardised Approach

SB Supervisory Board

SFT Securities financing transactions

SME Small and medium-sized enterprises according to Commission Recommendation (2003/361/EC)
SPOC Single Point of Contact

SREP Supervisory Review Evaluation Process

SRP CI Specific Risk Provision Collective Impaired method

Impairment stage which relates to financial instruments for which expected credit loss model applies
and for which no significant increase in credit risk has been recorded since their initial recognition.
Stage 1 The impairment is measured in the amount of the 12-month expected credit loss

Impairment stage which relates to financial instruments for which expected credit loss model applies
and for which are subject to significant increase in credit risk has been recorded since their initial
Stage 2 recognition. The impairment is measured in the amount of the lifetime expected credit loss

Impairment stage which relates to financial instruments for which expected credit loss model applies
and which are credit-impaired. The impairment is measured in the amount of the lifetime expected
Stage 3 credit loss

SB Supervisory Board

T1 Tier 1 Capital

T2 Tier 2 Capital

TC Total Capital

TLTRO Targeted Longer-Term Refinancing Operation
TSA The Standardised Approach
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UFN Until Further Notice

VaR Value at Risk
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Publisher of the Public Disclosure Report
and responsible for the content:

Addiko Bank AG
CanettistraBe 5 / 12. OG
1100 Wien

Tel. +43 (0) 50 232-0
Fax +43 (0) 50 232-3000
www.addiko.com

Disclaimer:

The information contained in this report was carefully prepared by Addiko Bank AG. However, Addiko Bank AG makes no representation and
gives no warranty, neither implied nor expressed, and assumes no liability, neither directly nor indirectly, for the materials and their content,
which refers also to future statements, in part or in full, as no reliance should be placed on the fairness, accuracy, completeness or correctness
of this information or opinions contained herein. Certain statements contained in this report may be statements of future expectations and
other forward-looking statements that are based on management’s current view and assumptions and involve known and unknown risks and
uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements.
Actual results may differ materially from the results predicted, and reported results should not be considered as an indication of future perfor-
mance. Neither Addiko Bank AG nor any of its representatives, affiliates, or advisors shall be liable for whatever reason for any kind of damage
or loss arising directly and/or indirectly out of or in connection with these materials and the content herein. This report does not constitute an
offer or invitation to purchase or subscribe for any securities and neither it nor any part of it shall form the basis of or be relied upon in
connection with any contract or commitment whatsoever. The tables in this report may contain rounding differences. Any data in this report is
presented on Addiko Group level (referred to as Addiko throughout the document) unless stated otherwise.
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