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Introduction

Based on the Decision of the Banking Agency of the Federation of Bosnia and Herzegovina
(Official Gazette of the Federation of BiH 39/2021) Decision on Disclosure of Bank Data
and Information (hereinafter the Decision), Instructions for Disclosure of Bank Data and
Information, hereinafter the Instructions, (June 2021) and the Article 111 of the Law on
Banks (Official Gazette of the Federation of BiH 27/2017), Intesa Sanpaolo Banka d.d. Bosna
i Hercegovina hereby publicly publishes data and information for the period 01.01.2025 -
31.12.2025.

This report contains data and information in accordance with the minimum requirements
of the aforementioned Decision and Instruction. Published data represent information
that is material, and which is not protected and confidential.

The public publishing is prepared in accordance with the Manual adopted by the
Management Board of the Bank, adopted in accordance with Article 2, paragraph 3, and
Article 18 of the Decision, and it contains:

setting the roles and responsibilities of organizational units involved in the process of
preparing the public publishing;

criteria for determining the data, ie information that will be published;

assessment of the adequacy and control of published information;

assessment of whether the publishing comprehensively presents the Bank's risk profile;
time of publication.

The Bankadequately managesitsrisks and guaranteesthatits established risk management
systems are adequate and appropriate given the profile and strategy of the institution.
Annually, within the ICAAP process, the Bank defines and quantifies the risk appetite of
the Bank. The risk strategy defines the desired risk appetite, while ensuring adequate
monitoring of the risk profile, which includes integrated and comprehensive management
of risks which might affect the risk profile. When determining the risk appetite, the Bank
integrates activities related to business planning and budgeting and based on business
strategies, budget and assessed risks in environment, it identifies key and significant risks
for the upcoming period and defines strategic key limits that ensure the stability of the
Bank in future periods.

The Bank has developed an integrated framework for monitoring the Bank's risk profile,
which provides a comprehensive overview of risk profiles and risk appetites as additional
information with standard reports on exposure to certain risk.

The total risk appetite of Intesa Sanpaolo Banka dd BiH, hereinafter referred to as the
Bank, (Risk Management Strategy) is defined by the following structure of the highest-level
limits, intended to ensure the long-term solvency and liquidity of the Bank:

The long-term solvency of the Bank is ensured by the capital adequacy framework with

limits defined based on regulatory and internal rules (such as capital adequacy ratio,
economic capital and leverage);
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Introduction (continued)

+ The Bank’s liquidity is ensured by established policies on liquidity with limits relating
to both short-term and structural liquidity. The prescribed policies take into account
a number of aspects of liquidity risk management, but due to their importance and
significance for the Bank, liquidity risk limits (LCR', NSFR?) are of strategic importance
and therefore form an integral part of the Tier 1 risk appetite limit;

+ The Bank's operational risk is limited by defining specific limits for operating losses.

Within 2025, there were no significant changes in the Bank’s risk exposure profile, while
credit risk remains the most significant risk in all segments. The Bank is sufficiently
capitalized with an adequate liquidity position and is fully compliant with all crucial internal
and external requirements, thus ensuring the stability of the Bank, both in the past and in
future periods.

The Report was adopted at the meeting of the Management Board of the Bank held on
May 18" 2026 and at the meeting of the Supervisory Board of the Bank held on May 26"
2026.

The Report is publicly published on Website of Intesa Sanpaolo Banka dd. Bosna i
Hercegovina (www.intesasanpaolobanka.ba).

On behalf of the Bank's Management Board

Michele Castoro

H;’:’ s T

President of The Management Board

Minja Filipovié

o
) -
i ‘ u "l

- “
Member of the Board

1 LCR (Liquidity Coverage Ratio) short-term (30-day) liquidity coverage ratio
2 Net Stable Funding Ratio NSFR (Net Stable Funding Ratio) Structural liquidity ratio
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1. BUSINESS NAME AND SEAT OF THE BANK
Pursuant to Article 2. of the Decision, the Bank hereby publishes the following information
1.1. ESTABLISHMENT AND ACTIVITY OF THE BANK

The Bank was established by the Decision of the Supreme Court in Sarajevo, number: UF/I
- 3816/90 of 9 January 1991, under the name UPI Banka dd Sarajevo, and in compliance
with the new Law, by decision of the Cantonal Court in Sarajevo number UF/I-4091/00 of
20 October 2000 under the same name.

By Decision of the Municipal Court in Sarajevo number 065-0-Reg-08-002471 of 20 August
2008, the Bank changed the name, so that now it operates under the name: “INTESA
SANPAOLO BANKA dd BOSNA i HERCEGOVINA".

Seat of the Bank: Milana Preloga 12A

Phone: +387 33497777

Fax: +387 33497572

SWIFT: UPBK BA 22

E-mail: info@intesasanpaolobanka.ba
Website: www.intesasanpaolobanka.ba

Registration of the Bank in the Registry of the Sarajevo Municipal Court:

[.D. number: 4200720670007
Registration number: 65-02-0009-11
Tax number: 01071138

The Bank is registered to perform the following activities:

receiving and depositing deposits or other funds with the repayment obligation,

lending and receiving loans,

issuance of guarantees and all forms of guarantee,

domestic and international payment and money transfer services, in accordance with

special regulations,

purchase and sale of foreign currency and precious metals,

issuing and managing means of payment (including payment cards, traveler's and

banking checks),

g. financial leasing,

h. purchase, sale and collection of receivables (factoring, forfeiting, etc.),

i. participation, purchase and sale of money market instruments for its own or another’s
account,

j. purchase and sale of securities (broker and dealer operations),

k. management of securities portfolio and other values,

onoow

(]
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1. BUSINESS NAME AND SEAT OF THE BANK (continued)

l.  support activities for securities market, agent activities and takeover of issues, in

accordance with the regulations governing the securities market,

m. investment consulting and custody activities,

>

financial management and consulting services,

0. data collection services, analysis and provision of information on the creditworthiness
of legal entities and natural persons who independently perform a registered business

activity,

renting safe boxes,

p.
g. mediation in insurance, in accordance with the regulations governing insurance
r

other operations that represent support to specific banking operations

1.2. OrGANIzATION UNITS OF THE BANK
The Bank performs its operations through a wide network of business units belonging to
the following regional centers: Sarajevo, Zenica, Tuzla, Mostar and Banja Luka. As at 31

December 2025., the Bank has 48 business units with the regional centers.

Table 1
Regional Centre Sarajevo

Branch Centar

Branch llidZa

Regicnal Centre Tuzla

Branch Alipasina

Branch Bijeljina

Branch Dobrinja

Branch Tuzla

Branch Otoka

Branch Brcko

Branch Sipad

Branch Graganica

Branch Vogosca

Branch Gradatac

Branch Titova

Branch Srebrenik

Branch Istocno Sarajevo

Branch Slatina

Branch Alipasino Polje

Branch Zivinice

Regional Centre Zenica

Regional Centre Mostar

Branch Bugojno

Branch Rondo

Branch Jajce

Branch Capljina

Branch Kakanj

Branch Livno

Branch Kiseljak

Branch Siroki Brijeg

Branch Novi Travnik

Branch Tomislavgrad

Branch Park-Zenica

Branch Drvar

Branch Travnik

Branch Posusje

Branch Jelah

Branch Ljubuski

Branch Visoko

Branch Ero

Branch Vitez

Regional Centre Banja Luka

Branch Zepte

Branch Prijedor

Branch Zenica

Branch Banja Luka Centar

Branch Breza

Branch Krajina
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1. BUSINESS NAME AND SEAT OF THE BANK (continued)

1.3. ORGANIZATION STRUCTURE OF THE BANK
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** CED exercises oversight over Compliance & AML Department through
the function of Chief Governance Officer
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1. BUSINESS NAME AND SEAT OF THE BANK (continued)
1.4. EMPLOYEES OF THE BANK

As at 31 December 2025., the Bank had 596 employees, out of which 284 employees relates
to the business network of the Bank.

2. DATA AND INFORMATION RELATING TO THE OWNERSHIP
STRUCTURE AND MEMBERS OF THE BANK'S SUPERVISORY AND
MANAGEMENT BOARD

Pursuant to Article 4. of the Decision, the Bank publishes the following information:
2.1. LisT OF SHAREHOLDERS WITH 5% OR MORE SHARES WITH THE VOTING RIGHTS

Structure of shareholders capital of the Bank as at 31 December 2025. is as follows:

Table 2
Owner structure
Name and surname / name of shareholders who have 5% or % participation
No. more participation in the capital (order by size of
participation) Ordinary shares Priority shares
1. |Privredna banka Zagreb d.d. 100.00% 55.00%
2. |Others 0.00% 45.00%
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.2. MeMBERS OF THE SUPERVISORY BoARD AND MANAGEMENT BOARD OF THE BANK AND THEIR BIOGRAPHIES

In the business year of 2025. members of the Supervisory Board of the Bank were the

following persons:

Table 3

Membars of the Bank's Supervisory Board

Mo, Name and surname

Short biography

[or tha location where the bank 'puHi:hbs tha mentioned)

Dario Massima Grassani

Chairman of the Supendiory Board

N Petar Sopek
" | Deputy Chairman of the Supendsory Board
3 Ivana Jovid
7 |member
4 Jadranka Griselja

Member

Education/Profession: Postpraduate degree at UNIVERSITAY CATTOLICA DEL SACRO CUORE, Faculty of
Econamics, tepic "Fundamentals of microsconomics™,

Experience: Mr. Grazzani's work experience in the Inteza Sanpaclo Group began in 2001 at positions in thes
Accounting and Financial Reporting Division. Mr. Grassani continued his career In CIB Bank in Hungary at
leadership/managerial pesitions. In the periad from 2010 to 2017, Mr. Grazzani held the position of CFO at
Inteza Sanpacle Banka d.d. Boonia and Herzegoving, while in Novernber 2022 he was appointed o thes
position of Deputy President of the Management Board of Priveedna Banka 2agreb dd,

Mr. Grassani was appointed President of the Superdsory Board of the Bank on 14 Novernber 2022,

EducationProfession: Bachelor of Engineering, Financial and Business Mathematics, Faculty of Scence,
Zagreb,

Experience: Mr. Sopek's work experlence began in 2009 at Privredna Banka Zagreb d.d. at the positon of
chlef coordinater in the Risk Management Dhdslon, In the perlod from January 2007 to May 2020, he was=
aggointed as a member of the Audit Commities of Intesa Sanpaclo Banka d.d. Bosnla and Herzegowina, while
In February 2022, he started working as Executhee Director - Head of the Risk Management Degartment In
PBZ d.d.

Mr. Sopek was appointed to the Supervisory Board of the Bank on 14 November 2022 as its member/Teputy
President

Education®rofession: Master's degree, Faculty of Economics, University of Zagreb.

Experience: Ms. Jinvic's work experience began in 1998 at the Ministry of Finance in Zagreb, Croatia, ot the-
position of Head of the Matroeconomic Analysis Division. After that, she had a reseasch position at the Waorld
Bank, Office of Croatia, and she was Economic Adviser at the European Commission, delegation in Croatia.
Ms. Jonid continued her career at Frivredna Banka Zagreb dod. in 2004, and she currently performs the duties=
of the Executive Director of the Economic Research Department.

Ms. Jondd was appainted ta the Superdsary Board af the Bank on 14 Novemnber 2022 as its member,

Education/Profession: Master of Laws, Faculty of Law, Zagreh, Croatia

Experience: Mr. Groelja's work axperiencs began in 19EE at the Municipal Court in Zagreb as an intern, In
1980, Mr. Grbelja continued his career at Privredna Banka Zagreb d.d., while in 1993 he passed the Bar Exam
betars the Ministry of Justice in Zagreb, He has been a manager of the Compliance Departnient from 2018 to-
2024, when he assumed the position of Senlor Executive Dirgctor of Legal Affairs Department. From July
2025, et holds the position of Senior Exstutive Director of Legal Affairs and Secretariat Department.

Mr. Grbelja was appainted to the Supendsory Board of the Bank on 14 Movember 2022 a5 i85 mamber,
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.2. Members of the Supervisory Board and Management Board of the Bank and
their biographies (continued)

Table 3 - continuation

Membars of the Bank's Supervisory Board

Short biography

[or tha location where the bank 'puHi:hbs tha mentioned)

Mo, Name and surname
. Michela Boiocchi
T | Mermber
p Alden Bajgoric
' Independent member
. Massimo Malagoli
" |independent member

Ecdfucation/Prafession: Bocconi Liniversity, Milan, Bachelor of Ecanomics.

Experience: Ms. Boiocchi's work experience began in 2003 at Banca Intésa Sp.a. in the Group's Planning and
Control Departrment, Banche Italia Office, while fram July 2015 to May 2018 she held the position of Head of
the Non-Business Retults Anabesis Office af Intesa Sanpacko S.pA., ISBD, Planning and Control. Mrs, Boiocchi

has been Head of the Financial Monitoring Office for International Branches since May 2018,

M. Boioochi was appointed to the Supervisory Board of the Bank on 14 Novembser 2022 ad its member,
EchucatioruTitle: Master of Business Sciences [ENMBA]) -Enl!rugli Busingii School, I.qrrrrh. Croatia

BSE in ECondrmics - D«Fmr!nwrl! of Busineid Administration - Internaticnal l.lniu'rr\il.‘}r. Kuala Lurmipur Mnl.rq,run.

F:lcpl.-ril.-ne @ Mr, Bajgoric I:u-fr.ln il waark exparienci in 190E in the Lnit for pril.r.lli.'.dllnn ol banks, Miru-.1r}l of
Finance of the Federstion of Botnia and HI.‘f.’I“H!MH.I. as a Bank Privatization Advisor, He then continued his
career al Central Profit Bank d.d. Saeajevo as the Director of the Retail Banking Department in the period
Fram 2002 to 2003, and then a1 the |:u:|~.|[i|:|r| e I:I1|.~‘.'|mr|.-!.|r5r of the Bank and the Head of the Retail B.lrllunu_
Developrment and Monitoring Departmaent. From 2007 to J00E he gained banking experience in Postbank BH
Pottanska BiH d.d. F.lr.ljm:-. Ir thwe Fn'rm-e! Trgam 2000 1o 2016, he |:u.-fI-:|r|1w1:I Function of Head of Bankes and
Mllnil‘}r Bales Channels in LINIJA f_'lw.ngJr.lesl;v dd, F.lr.:jl-\.u_ Mr_ Bajgoric has 23 years ol waerk [-xr_lt-rirm ar
Today, Mr. Bajgorit is an independent adwsor,

Mr. Bajgoric was appainted 1o the Supervisory Board of the Bank in 2018 to the position of an independemt

muimber of the Supendsony Board,

Eduecationfvacation: B.5c. Econ (Laurea in Economia a Commercio) at the Universita degli Studi Yerona, 1983,
cuma cum laude.

Experience: Work experience commenced in 19383 in Andersen Consulting (presently - Accenture) in thes
Banking and Finance Division at the positions from lower staff member to the manager position. From 1998,
he s at the position of the Head of the Banking Finance Unit with Banca intesa and, subject to his long
standing experience, he has fulfilled conditions for the position of the Superdsory Board member in several
banks of the Intesa Sanpaolo Group: member (deputy president since 2012) of the Supervisory Board of VUB
bank (Slovakia), deputy president of the Management Board of Intesa Sanpaclo banka Albania, deputy
president of the Supendsory Board of CIB banka (Hungaryl, member (president since March 2013) of the
Management Board of Inteca Beograd (Serbia), member of the Supervisory Board of PBE (Croatia), member
of the Audit Committee of Banca Intesa Russia, member of the Supervisory Board of ISP BiH, deputy
president of the Supervisory Board of 15 Card Tagreb and 5P Card Ljubljana

Mr. Malagoli was appointed to the Supervisory Board of Intesa 3anpaolo Banka on 259.04.2022 at the position

of the member of the Supendsory Board with continued term of office and re-appoimment on 14.11.20232,
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.2. Members of the Supervisory Board and Management Board of the Bank and
their biographies (continued)

As at 31 December 2025., the Management Board of the Bank is comprised of the President
and two members of the Management Board. The following persons performed those
functions within the year:

Table 4

Mambers of the Managemant Board
Short biography
[or the lecation whare the bank publishes the mentionad)
Edusrationiwncation: Linksrssty in Parma (ttaly) - gained academic degres in economics (fiveyear programi,
thesis in the segment of financial intermedianies ttled “Technology and banking serdces for customers
perivarte indieiduals”

Mo, Mame and surname

B.5¢. Boon

Experience: Work experience dates back to 2001 - Cedacri spa in the consulting segment. From july 2016 to

Aasgust 2018, he was employed with Intesa Sangaolo Banka (Slovenial, Intesa Sanpaolo Group Spa, atthe

pasition of the Head of the Risk Management Departreent. From September 2013, the posafon held is

FRr Beputy Director and Director of the Risk Management and Control Division in Eximibank (Mofdova) and on

1. 1 of the Managenént Bosrd 14.06.2022 he was officlally appointed 1o the posttion of the Mansgerment Board memiber - Deputy
President of the Managernent Board of intesa Sanpaslo Bank dd Boimis and Herzegovina.

On October 19, 2024, Mr. Castoro was appointed as President of the Management Board, and from:
01.11.2025,, M. Castoro is responaible, in hes copacity as President of the Management Board, for the
Exnternal Comemunications Department, Chiel Governance Officer, Chief Operaling & Transformation Officer,
Chied Finandal Offscer and Comphance & AML Department |oversight through the function of Chiel
Gorsernance Officer over initiatives related 10 A Money Laundering and Compliance at Managemeéent Board
level, with no prejudice to indepencente status of such functions from the Managerment Board),

Educationy Profession: Graduate Economist - Faculty of Eoonomics, University of Sarajeve - Marketing: Faoulity
of Economics. University of Sarajevo, Postgraduate Studies - Master's Degree In Financial Management

Emperience: From Movernber 2025, Mrs. Filipendd also gets the position of CBO (Chief Business Officer), and
as a Member of the Management Ooard, she is responsible for the Business Sector. From Ooober 2024 to
Norremibeer 2023, Ms. Filipenad has served as a member of the Managerment Bosid ot Iness Sanpaolo Banks
ol BiM, where e cosodinates the ICT and Operations Sector, the Finance Sectorn, the Govermange amd
Lontrol Sector, the Banks Secrelanial and the Legal Affars Department. She @ alto respordible for ESG
initiatives and ranages. the oversight of anti-money laundering and compliance initiatives at the Managerment
Minga Filkpowic Board level, while maintaining the independence of these functions. From January 2022 to October 2024,
Member of the Management Board she wat the Execulive Director of the Retall Sector, managing frve branches and & support department with
more than 2} employess, responsible for the retall and amall business sepment, and for the budges and
profitability of this seprrent A4 Director of the Praduct Development ard AdTsent Private Clents Depactrment
frarmy 20113 1o 2021, dhe oversew product development marketing fegulstory compllance snd supplier
earmmiunicationg. She was panticulacdy Irmabed in key projects weh at the intreduction of a-hanking and
mabile barking, and the deslopment of e products fuch ot the Vi Ingpire card and the premiem Vies
Phatinurn card. She begon her cancer a3 & porsanal banker and toller, and later a3 an analyst in the Produet
Drvrhaerent Drparlmnenl, geminng a Uorough uisbeistanding of Lankimg wjer atian

da

On 15%.10.2024. M Hilpovic was appointed a5 member of the Management Board.
Education'Profession: Graduate Econamist - Faculty of Econamics, University of Sarajevo

Experience: Mz Karamustalid has more than 15 years of experience in the field of credit risk, risk
management and regulatony compliance, She currently serves as a member of the Management Board and
Fuecuthe Mirector of the Risk Control and bManagement Department af Intesa Sanpaodo Bank Sarajen, where
bl iy she is responsible for d-lvulop-ng: and implementing strateghes to ménimize all types of risks. Previoushy, she
3 Member of the Management Board was the Director of the Credit Risk Approval Departrment ot Bosnla Bank international, ard the Director of the

Undermriting Depamment ot Sberbank B, where she gained significant esperience in analyzing oredit
appications and managing porfolios. She 5 known for ber sirstegic approsch and effecthe leadership of
teams through complex challenges in the banking sector

Cin 19.10.2024. ks Karamustalic was appointed a3 a member of the Management Board-CRO.
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.3. NumBER OF DIRECTOR FUNCTIONS OF MEMBERS OF THE SUPERVISORY BOARD AND MANAGEMENT BOARD

Number of director functions of members of the Supervisory Board and Management
Board of the Bank, given the size, internal organization and type, scope and complexity of
performed operations.

Table 5

Mo.

Name and surname of a
mambar of tha
suparvisory board or
managemant beard of
the bank

Numbar of
executive head

functions (in total)

Number of non-
sxecutive head

functions (in total)

Of which the
number of
axscutive haad

functions in Group

Of which the
number of nen-
axscutiva haad

functions in Group

Number of head
functions in
institutions in the
nen-profit
institutions

G| = moun ] B e |-

€L

10
11.

Alden Bajgorid

Dario Massima Grassani
Indira Karamustafié
heania Jonid

Jadranko Grbelja
Massimo Malagoli
Michela Balacchi
Michele Castoro

er':_|._| Filipoyid

Mirsad Brikid

Petar Sopek

|| | i | i | | S || i |l | i |

1
1
li]

Q|| ==

1
1
o

1
1
1
1
]
o

o
2

2.4. PoLicY FOR SELECTION AND EVALUATION OF MEMBERS OF THE SUPERVISORY BOARD AND THE MIANAGEMENT
BoaARD oF THE BANK

During 2025., the Bank applied the following documents when assessing the members of
the Supervisory Board and the Management Board of the Bank:

Policies for Assessment of the Supervisory Board of Intesa Sanpaolo Banka d.d. Bosnia

and Herzegovina

Policies for the assessment of members of the Management Board and key function
holders of Intesa Sanpaolo Banka d.d. Bosnia and Herzegovina
Policies on suitability assessment

When assessing the Supervisory Board, members of the Management Board and key
function holders of the Bank, the Bank applied criteria and procedures for assessing
the fulfillment of conditions of proposed and of existing, already appointed members of
the Bank’s bodies. Namely, during the assessment, the Bank's Nomination Committee
assessed the good reputation, appropriate qualifications and experience for performing
a function of member of the bank’s body. All relevant and available information as well
as the criteria prescribed by the relevant Policies and Procedures have been considered.
During the assessment, considered were the theoretical experiences gained through
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Bosna i Hercegovina

2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND MEM-

BERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.4. Policy for selection and evaluation of members of the Supervisory board and the

Management board of the Bank (continued)

education and professional training as well as practical experiences gained by performing
previous operations. In addition, during the assessment, considered were the level and
profile of education in terms of banking, financial activities, management, strategic

planning, knowledge of the bank’s business strategy and risk management.

2.5. MemBers ofF THE AupiT COMMITTEE AND THEIR BIOGRAPHIES
Within 2025., members of the Audit Committee were as follows:

Table 6

Mambers of the Audit Committes

Mo Mame and surname

Short Begraphy

{or the location whers the bank publizshes the mantionad)

Florion Tefika
Chatrman

Valerting Nuccio

P

bl e

B Jadinesic
3

kember

4 Deandele Davini

5 Dravanir Wt arensal

Felutatiorn Degree
Kaster of Business Administration [MEBA) = University of Tirana and Lincoln University, Mebrasha
B i Business administration = University of Tirana, Faculty of Economics

Exparionce;

Flarion Tefilou gained his career experience In the banking sector. Since 2016, he has bean senving as the
Chief Internal Auditor at Intesa Sanpaolo Banca Luxemboarg, His responsibilities include preparing and
Imiplementing the annual internal audit plan, managing teams and coordinating with regifators, as well as
reparting to the Manapement Board and the Audit Committes. He also provides advisory senvioes on Internal
congral systems and auditing hanking procesces. He prevously worked af intesa Sanpaolo Milano as a Senior
Ausditor (2008.2018), where he bod audas In foreign subsidiares and was responsible for the audit of the
credit portfolio and risk management. He also played key roles in preparing reports for regulators and
developing new internal procedures for the group

Mermiberahip:
Chairrnan of the fasdit Comméttes - Intesa Sanpaclo (201 2-30321)
Kember of the Luxembouerg Institute of internal Auditors (201 &-present

Educaton
MEA, Linhmrsing of Tirsna and Lincaln Uinisarsing, Nebeatin 001 - 2003)
LA b Baetinete Ademinditration, Unboesriity af Tieama (1900, 1905)

ExluatamuDingree. Manter of Euongoies, Unberaita degle Sdi di Sena
Bachetor of Business ECONOMICE, Linsversita degh 5ouds i Siena
Wisiting Stwdent, University of Oxchord, Permbroie College

Experience: Valenting Nucco 1S an expenienced bansing professional with over 15 years of experiance m
managirg financial crime prevention, regulatony compllance and implementing strategie initiatives within
ghobal financlal nstnuticns. She currenthy derves a8 Head of the Finandal Crirme Prevention Uit in the
Interratinnal Banking Seclar af inteus Sanpanln Subridiaries whers the leads a tearn respansibile fos
irrplerminticg the Groug Framewark o local lewl and coardinating carrectha actiont. Her prndous
exprricner inchade surgeashully leading the recevery projects of the I8P New Yok and Londan branehes,
copedinating regulatony and audil betiatiem, end playlsg a key role in irgdermmmiting AFC opesatig models in
Internaticnal branches. She i known for her excellens managemens of high-risk poopecss and Srong
redationships with regulators globatly

EducatonsTithe: B3¢ in Econgamics - Unhersity of Zagreh, Faculty of Eronomics and Business

Experience: Mo |adredid started her career 84 a0 Auditor in 1998, and wince 2004 ihe has continued ber
career in PAT Card d.o.o. as Deputy Chief Fnancial Officer and since 2009 as Executive Director of Finance
and Accounting. She is currently the Director of the Planning and Control Departrment at Privredna Banka
Zagreb d.d.

FErmanent imitee person.

Permanent initee pérson.
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.6. MEMBERS AND FUNCTIONING OF OTHER BOARDS

Members of the boards of Supervisory Board and frequency of the meetings are as follows:

Table 7
Membars of the Suparvisery Board, If astablizhed in the bank

Nomination Commitiee Frequency of meetings

1. Crario Massimo Grassant, Chairman
i vana jovic, Member | Five mesatings in 2025,

3. Massimo Malagoli, Member

Risk Commitiee 1 Frequency of meetings

1. Massimo Malagoll, Chairman
2. Petar Sopek, Member

Ten meetings in 2025,
3. Mlichela Bolocchi, Membaer

Cecare De Bona Bottegal, Permanent invitee

Remuneration Committee Frequency of meetings

1. |Alden Bajgaric, Chairman

2. |Dario Massimo Grassani, Memb.er . Seven meetings in 2025

3, |Michela Boiocchi, Member

2.7. INTERNAL AuDIT

The establishment of the Bank’s Internal Audit Department has been regulated by the
Bank’s Charter and the Rulebook on Internal Organization of the Bank, adopted by the
Bank’s Supervisory Board, in accordance with the Decision on the Internal Governance
System in Banks by the Federal Banking Agency. The Decision on the Internal Governance
System in Banks was published in the Official Gazette of FBiH in May 2021, which defined
in more detail the minimum requirements for the establishment and application of an
efficient internal governance system that the bank is obliged to ensure and continuously
implement and maintain.

The Bank organized its Internal Audit function as a separate organizational unit, functionally
and organizationally independent from other activities that it audits, as well as from
other organizational units in the Bank. The Bank's Internal Audit function is performed
by the Internal Audit Department. The mission of Internal Audit is to improve and protect
organizational values by providing to interest and influential groups the risk-based,
objective and reliable engagement, expressing assurance and advisory services. Activities
of the Internal Audit to accomplish the mission are:

+ Ensuring continuous and independent supervision of regular operations and processes
in the Bank in order to prevent or detect irregularities or risky behaviors
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.7. Internal Audit (continued)

and situations, assessing the functioning of the established internal control systems
and its application to ensure efficiency and effectiveness of processes within the Bank,
preservation of assets and protection against losses, reliability and completeness of
financial and accounting information, compliance of conducted transactions with the
rules established by the Bank's corporate bodies, internal acts and external regulations;

* Providing advisory support to the functions and organizational units of the Bank,
including participation in projects aimed at creating added value and improving the
efficiency of controls, risk management and governance of the Bank;

+ Support to senior management and corporate bodies of the Bank and the regulator
(eg Banking Agency of the Federation of BiH, Banking Agency of Republika Srpska) by
providing timely and systematic information on the implementation of the established
internal control systems and recommendations issued based on audit activities.

The purpose of Internal Audit is to perform the third level of control, to monitor the
correctness of business activities through direct supervision and risk management
process. Furthermore, Internal Audit performs activities to identify inconsistencies of valid
and applied internal and external policies, procedures, laws and regulations.

The Internal Audit Department performs its activities in accordance with the Rulebook and
Work Instruction of Internal Audit and the Annual Plan adopted by the Supervisory Board
of the Bank upon the proposal of the Audit Committee. Internal audit uses the Risk Model
which is an internal methodological framework for assessing the internal control system of
a particular area, organizational unit and processes in accordance with the organizational
structure and process tree. The RM is the starting point of the audit methodological
framework based on the SREP (Supervisory Review and Evaluation Process) approach,
which enables the presentation of audit results through four SREP aspects defined by the
EBA3 Guidelines on the Supervisory Review and Evaluation Process. Each RM associated
with one of the SREP aspects. The Risk Model is the result of a risk analysis process, and
the control objectives and corresponding inherent risks are expressed and updated
within each RM based on the risk factors of the analyzed area. In each RM, recorded are
the audited areas or organizational units to which the control objective of a particular
risk refers. In accordance with the Law on Banks, the Director and employees of internal
audit have unrestricted access to all functions, documentation, data, assets/locations and
employees of the Bank and supervise the Bank's operations and participate at meetings of
the Supervisory Board and its committees.

3 European Banking Authority
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.7. Internal Audit (continued)

Within its tasks, the internal audit function shall assess the following:

efficiency and adequacy of the bank’s internal governance system and material risks
to identify, assess and/or measure, monitor, control, report and take appropriate
measures to limit and mitigate the bank’s risks;

the adequacy of the Risk Strategy and Risk Taking and Management Policy in the Internal
Governance Segment and their compliance with regulations, internal regulations,
Agency's requirements and adopted risk appetite and with the bank’s business strategy;
compliance of the bank’s established procedures and processes with regulations,
internal regulations and decisions of the bank’s bodies;

adequacy and efficiency of the bank’s established procedures and processes, including
comprehensiveness of the process, which ensure reliability of the methodologies and
methods, assumptions and information sources used in the bank’s internal models;
adequacy, quality, efficiency and reliability of the risk management function and the
compliance monitoring function, as well as the established system of internal controls
in all areas of the bank’s operations;

the system of reporting to the bank’s competent bodies and heads;

accuracy and reliability of the bank’s financial statements and accounting records
system;

adequacy of the bank’s asset management;

application of the Remuneration Policy;

compliance of new products and processes with applicable regulations, internal
regulations;

standards and codes, as well as their impact on the risk exposure;

adequacy of the bank’s information system;

the ICAAP and ILAAP strategies and processes;

the system for collection and accuracy of information which is disclosed publicly in
accordance with the Law and Agency's regulations;

weaknesses in the bank’s operations and those of its employees, as well as instances
of default and overreach of the authorities;

the bank’s compliance with the orders and recommendations from the Agency and
audit firm and

perform other required activities to achieve the internal audit control function’s
objectives.

For all audit activities planned in the Annual Plan, the Internal Audit prepares audit reports
which are submitted to the responsible persons-directors of divisions, departments and
regional centers (in which the audit was performed), the Bank's Management Board and
the Audit Committee.
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.7. Internal Audit (continued)
Internal audit prepares the following reports:

* Individual reports on performed audits and controls;
* Quarterly/semi-annual work reports; and
* Annual work report.

The internal audit of ISP BiH was the subject of a quality assurance review in 2021, in
accordance with the International Standards for the Professional Practice of Internal
Auditing issued by the Institute of Internal Auditors. Deloitte performed a QAR Assessment
and based on the information and evidence gathered during the analysis, it was concluded
that the Internal Audit Function of Intesa Sanpaolo Bank d.d. Bosnia and Herzegovina
operate in a way that is “Generally Conformed” with International Standards and the Code
of Ethics. In 2025, the internal audit continued to carry out all activities in accordance with
the Global Internal Audit Standards.

Internal audit Department conducts on a half yeas basis internal quality assurance
review in order to ensure compliance of Internal Audit's activities with auditing rules and
standards of Parent and Ultimate Parent Bank Internal Audit. In conclusion, considering
the information and the evidences collected during the performed reviews during 2025,
the Internal Audit Department operates in a way that “Generally Conforms” with auditing
rules and standards of Parent and Ultimate Parent Bank Internal Audit.In accordance with
the Decision on the Internal Governance System in Banks, the Internal Audit submits work
reports to the Banking Agency.

During 2025, Muamera Zuko performed the function of the Director of the Internal Audit
of the Bank.

2.8. APPOINTMENT OF THE COMPANY FOR THE AUDIT OF FINANCIAL STATEMENTS
The appointment of the external audit is prescribed by:

+ the Law on Accounting and Auditing of the Federation of BiH (Official Gazette of the
Federation of BiH 15/2021);

+ the Decision of the Banking Agency of the Federation of BiH on the conditions and
procedure for issuing, refusing to issue and revoking the consent to perform banking
activities (Official Gazette of the Federation of BiH 60/2017); and

+ Decision of the Banking Agency of Federation of BiH on external audit and audit content
in the bank (Official Gazette of the Federation of BiH 81/2017).
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2. DATA AND INFORMATION RELATING TO THE OWNERSHIP STRUCTURE AND
MEMBERS OF THE BANK'S SUPERVISORY AND MANAGEMENT BOARD (continued)

2.8. Appointment of the company for the audit of financial statements (continued)

The Banking Agency of the Federation of Bosnia and Herzegovina, with its memo 04-1-3-
4372-5/25 dated 28 August 2025., gave its prior consent for the selection of an external
auditor for the audit of the financial statements for 2025.

Consent was given to appoint the company Ernst & Young d.o.o. Sarajevo.

At its session held on September 29" 2025, the General Assembly of the Bank (63_

GSM_29.09.2025/2) adopted the Decision on the selection of the external auditor for the
audit of financial statements for 2025 - Ernst & Young d.o.o. Sarajevo.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION
POLICY

Pursuant to Article 5. of the Decision, the Bank hereby publishes the following information
3.1. REMUNERATION POLICIES AND PRACTICES FOR IDENTIFIED EMPLOYEES

Pursuant to the Banking Act and the Decision on the Bank’s Internal Management System,
the Supervisory Board, at the proposal of the Remuneration Committee, has adopted the
Remuneration and Incentives Policies of ISP Banka d.d. BiH. The Supervisory Board of the
Bank periodically revises the Policies, and supervises the implementation of the Policies.
Remuneration policies set out the methods and rules related to the remuneration system
for the Bank’'s employees.

Remuneration policies must be specified and applied in proportion to the positions,
contributions and influence of employees on the Bank's risk profile.

For this reason, Intesa Sanpaolo Banka BiH identifies the so-called “Legal entity risk takers”
and among them, shows - based on the identification process at the level of the PBZ Group
- Risk takers that have a material impact on the risk profile of the PBZ Group (so-called
“PBZ Group risk takers”).

In particular, the Risk takers of the legal entity ISP Banka BiH are employees whose
professional activities have a material impact on the Bank's risk profile, including employees
authorized to conclude contracts or to take risky positions, i.e. who make decisions that
affect the Bank’s risk exposure, and within the assigned powers and responsibilities. The
same provisions will also apply to those employees whose collective professional activities
(ie. as members of a group of employees) affect the Bank’s risk profile. Also, in accordance
with internal acts, the Bank conducts a comprehensive process of determining the existing
and projected risk profile. Given the defined profile and assessment of the significance of
identified risks, the Bank defines arisk management strategy once a year, which determines
the risk appetite, basic strategic guidelines for capital planning and basic principles of risk
management.

Inthis process, the Bank classifies its risks into categories of low, medium or highimportance
and defines the management system in accordance with the importance of risk.

3.2. DECISION-MAKING PROCEDURE FOR THE REMUNERATION POLICY DEFINITION

In line with the Guidelines on remuneration, incentives and identification of staff that have a
material impact on the risk profile of Intesa Sanpaolo Group acknowledged by Intesa Sanpaolo
Bank BiH, as well as with the valid Guidelines on remuneration, incentives and identification
of staff that have a material impact on the risk profile of the Bank periodically approved
by the Supervisory Board, the main roles and responsibilities are described below of the
Bank's Corporate Bodies and Functions/Departments for adoption and implementation of
Intesa Sanpaolo Bank BiH Remuneration and Incentive Policies.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)

3.2. Decision-making procedure for the Remuneration Policy definition (continued)

It is noteworthy that the ISP Bank BIH Guidelines, together with the Bank Remuneration
and Incentive Policies constitute the framework about the remuneration and incentive
systems adopted in order to ensure sound, prudent company management in line
with the interests of all stakeholders, according to criteria of equity, sustainability and
competitiveness.

Bank’s Shareholders Meeting approves the remuneration to be paid to the Supervisory
Board in the previous business year. The information must specify remuneration of each
individual Member separately, it must show at least the split among fixed and variable
remuneration, participation in the profit, options and other benefits, compensations of
costs, insurance premiums, fees and other additional payments, if any.

Management Board of the Bank is responsible for implementation of the Remuneration
and Incentive Policies at the Intesa Sanpaolo Bank d.d. BiH, which submits to the
Supervisory Board of the Bank, before consulting the Remuneration Committee, proposals
on reference issues and is immediately informed of the decisions of the Supervisory Board
related to remuneration policies, proposes Remuneration Policies to the Supervisory Board
for approval and adoption and is responsible for their implementation, and implements
the decisions of the Supervisory Board that are within its competence.

Supervisory Board of the Bank is responsible for approving and reviewing Intesa
Sanpaolo Banka BiH Remuneration and Incentive Policies, then oversees, in cooperation
with the Bank's Remuneration Committee, the application of remuneration rules, and
reviews remuneration processes and practices and compliance with Intesa Sanpaolo Bank’s
Remuneration Policies. During the process of reviewing, amending and approving these
policies, the Board must consider the long-term interests of shareholders, the medium-
term and long-term strategies and corporate objectives of Intesa Sanpaolo Banka BiH and
its risk profile. The Board is also responsible for approving the list of Legal Entity Risk
takers, and periodically reviews specific criteria, and at the proposal of the Remuneration
Committee, approves fixed remuneration levels for the President of the Management
Board, other members of the Management Board and Heads of control functions, and in
relation to the Management Board (including President) and Heads of control functions,
approves and reviews - at the proposal of the Remuneration Committee and in cooperation
with IBD HR - the variable remuneration accrued for the reference year and, in this context,
the allocation of KPIs and performance scorecards objectives, assessment of the level of
achievement in relation to performance objectives and the amount of bonuses to be paid,
if any.

By a decision of the Supervisory Board, and in accordance with the BiH legislation, Articles
of Association of the Bank and guidelines of the Parent Bank, the Bank has established the
Remuneration Committee, consisting of 3 (three) members of the Supervisory Board,
specifically, the President and least two other members appointed and released by the
Supervisory Board and bearing no executive functions in the Bank. When appointing the
Chairman and members of the Remuneration Committee, the Bank’s Supervisory Board
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)
3.2. Decision-making procedure for the Remuneration Policy definition (continued)

shall ensure their professional and independent judgement of the Remuneration Policies,
their implementation and effect on the risk, capital and liquidity management in the Bank.

The Remuneration Committee independently assesses the principles of remuneration and
provides support to the Supervisory Board regarding the adoption and regular review of
general principles of the Policies and identification of Risk Takers, prepares proposals of
decisions for the Supervisory Board on the total amount of variable remuneration which
the Bank will pay to employees for a certain business year, compensation to members
of the Bank's Management Board and Heads of control functions, on an individual basis,
reduction or abolition of variable remuneration for employees, including activation of
provisions on malus or return of remuneration, prepares proposals of decisions of the
Supervisory Board that affect the Bank's risks and risk management, evaluates procedures
and methods with aim to take into account all the Bank'’s risks and the Bank’s capital and
liquidity, and thatthe Remuneration Policiesis consistent with the scope of the assumedrisk,
effective and reliable risk management, business strategy, objectives, corporate culture,
values and long-term interests of the Bank, performs an examination of different scenarios
to assess the impact of external and internal developments on remuneration policies and
practice, including assumptions for reverse stress testing, support the Supervisory Board
and the Bank's Management Board in monitoring the implementation of remuneration
rules and reviewing reward and compliance procedures and practices polices, assesses
fixed salary levels for members of the Bank's Management Board and heads of control
functions, with regard to the President of the Management Board, other members of the
Management Board and heads of control functions, reviewing key performance indicators
and performance indicators targets; assessment of the level of achievement in relation to
performance targets and the amount of bonus for payment, and review, before approval
by the Supervisory Board, of the list of Risk takers of Intesa Sanpaolo Banka BiH identified
according to the criteria set out in the Federal Banking Agency Decision.

The Remuneration Committee has been established to facilitate professional and
independent assessment of policies and practice related to remunerations and impact
of policies on the risk, capital and liquidity management. While performing its duties the
Remuneration Committee is required to consider long-term interests of shareholders and
other stakeholders in the Bank as well as the public interest.

In 2025. seven sessions of the Supervisory Board and seven sessions of the Remuneration
Committee were held on the topics related to the Remuneration and Incentive Policies of
ISP BiH and their implementation.

Without prejudicing the responsibilities of the Remuneration Committee, the Risks
Committee supports the Supervisory Board in analysing Intesa Sanpaolo Bank BiH Policies
in order to verify their link with current and prospective risks, the capital strength and
levels of liquidity of the Intesa Sanpaolo Bank BiH, with specific regard to the incentive
systems to the Management Board Members.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)

3.2. Decision-making procedure for the Remuneration Policy definition (continued)

The HR and Organisation Department inter alia responsible for:

+ preparing the Remuneration and Incentive Policies of Intesa Sanpaolo Banka BiH and
ensuring its full implementation;

+ determining (and periodically reviewing) the Risk takers of the legal entity, and
presenting it to the Remuneration Committee and / to the Supervisory Board;

+ proposing to the Supervisory Board the level of fixed remuneration for members of
the Management Board (including the President) and heads of control functions;

+ with regard to the Management Board Members and the Heads of Control Functions,
in collaboration with IBD HR, assessing the variable remuneration accrued for the
reference year and, in this context, also proposing to the Supervisory Board the
assignment of the KPIs and targets of the performance scorecards, the assessment of
the level of achievement against performance targets and the amount of the bonus to
be paid.

CFO Division, in collaboration with both the PBZ and the IBD Planning & Control Depart-

ments, is involved in defining the Remuneration and Incentive Policies of Intesa Sanpaolo

Banka BiH, in order to ensure the consistency of the Incentive System with:

+ strategic short-term and medium-term goals of Intesa Sanpaolo Banka BiH, and PBZ
and ISP Group;

« capital strength and liquidity level of Intesa Sanpaolo Banka BiH and PBZ and ISP Group.

Risk Management Department is responsible for:

+ assesses that the remuneration and incentive systems, making an additional specific
focus on the ones of the Management Board Members, are aligned with the Risk
Appetite Framework and consider the overall risks, capital and liquidity parameters
(i.e. verifies the risk adjusted KPIs) and provides a written opinion;

+ participates in the ex-post risk adjustment of variable remuneration;

« assists the Remuneration Committee in risk-related matters;

+ is engaged, in accordance with its role, in the process of Risk Takers identification,
with specific reference to the definition of the identification criteria set in ISP BiH
Remuneration and Incentive Policies.

Compliance and Anti-Money Laundering Department shall:

« verify if the Policies are compliant with the applicable external and internal regulations
(including ISP Group Remuneration and Incentive Policies) and provide a written opin-
ion;

« assess if the list of Risk Takers identified follows the applicable external regulations
and provides a written opinion;

+ assist the Remuneration Committee in compliance matters.

On an annual basis, the Internal Audit Department, in collaboration with the Audit
Function of PBZ/ISP Group, verifies the compliance of the remuneration implementation
procedures to the relevant Policies and, in that context, it also checks the correct
implementation of the process for identifying Intesa Sanpaolo Bank BiH Risk Takers,
informing the Audit Committee and Supervisory Board on the results of the verifications
conducted.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)

3.3. INFORMATION ON THE RELATIONSHIP BETWEEN PAY AND PERFORMANCE

In measuring work performance, emphasis is placed on harmonization of evaluation
criteria relating to financial, objective results, ensuring responsible operations and long-
term sustainability, and focusing on the business risk reduction.

Incentive systems adopted by Intesa Sanpaolo Bank BiH, in accordance with the ISP
Group’s Remuneration and Incentive Policies, are directed at meeting medium and long-
term goals included in the Group’s Business Plan, taking into account readiness to take
risks of Intesa Sanpaolo Bank BiH and the Group, as well as risk tolerance, and they aim to
encourage the achievement of goals in terms of value creation for the current year, within
the framework of sustainability, given that the bonuses paid are related to the available
financial resources.

Incentive systems for the staff of Intesa Sanpaolo Bank BiH are subject to the minimum
activation conditions required by the Regulator, and failure to meet even just one of these
conditions results in non-activation of the Incentive System.

Measuring the strategic and executive management performance is based on the
Management by Objectives system (MBO) and evaluation of achievement of objective set
goals.

The overall performance assessment is the average percentage of fulfilment of goals from
the operational category and goals from the category of long-term sustainability and,
through the process of annual setting and evaluation of goals, the focus of strategic and
executive management on achievement of financial and of long-term sustainability goals
is obligatory balanced. In that way, and also through the process of work performance
measurement, through its individual goals, the strategic management actively introduces
risk control and business responsibility into the goals and tasks of the Bank's daily
operations.

The variable remuneration is subject to subsequent correction mechanisms - a malus or
clawback mechanism, which, among other things, correspond to and reflect the level of
risk, up to the point when the reward is significantly reduced or cancelled to zero, both in
case of negative results and the results considerably below the forecast.

In case of deferral, each portion is subject to an ex-post adjustment mechanism - the
so-called malus conditions - according to which the relative amount recognised and the
number of financial instruments assigned, if any, may be reduced, even to zero, in the
year in which the deferred portion is paid, according to the level of achievement of the
minimum conditions set by the Regulator.

Also, Intesa Sanpaolo Bank BiH reserves the right to activate mechanisms for return
of bonuses already paid as required by regulations. The Incentive System for the Risk
Takers and Middle Managers aims to guide the behaviour and managerial actions towards
reaching the objectives set in the Bank’s Strategy and the Business Plan and to reward the
best annual performance assessed with a view to optimise the risk/return ratio.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)

3.3. Information on the relationship between pay and performance (continued)

This System is formalised through Performance Scorecards.
Performance Scorecards include both KPIs of an economic and financial nature and non-
financial KPIs.

The sum of weights assigned to the KPIs of each section is equivalent to the overall weight
of the section; this weight varies according to the macro-area pertaining to the employees.
The Incentive System for the Professionals aims to reward the best annual performance
assessed with a view to optimise the risk/return ratio.

The individual bonus awarding is at the discretion of the Direct Head, considering the
performance evaluation results, both in absolute and relative terms. In other words,
the bonus proposal must be consistent with the level of performance achieved, also
considering the peers.

Performance measurement and evaluation for Head Office employees are carried out and
documented through NewPat tool.

This methodology provides an evaluation based on KPIs and assessment of role-specific
competences.

Regarding the Network population, the performance measurement and evaluation are
carried out through NIM tool.

This system is based on a multi-level approach according to which the achievements are
measured at Bank and individual level. The impact assessment is based on a Performance
Card that includes financial and non-financial KPIs. It should be noted that this system is
subject to constant analysis in order to strengthen its effectiveness and compliance with
the regulations in force from time to time.

3.4. THE MOST IMPORTANT CHARACTERISTICS OF THE REMUNERATION SYSTEM

Remuneration and Incentive Policies of Intesa Sanpaolo Banka BiH are based on the logic
of staff segmentation, which enables operational adjustment of the principles of merit and
fairness in order to appropriately differentiate total remuneration and regulate payment
mechanisms specific to different clusters, with special emphasis on those of regulatory
importance for which stricter requirements are set.

The variable component is linked to the employee’s performance and aligned to the results
actually achieved and the risks prudentially assumed, and consists of:

+ short-term variable component;

+ long-term variable component;

* any variable short- and long-term components, tied to the period of employment in
the company;

+ any discretionary benefits.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)

3.4. The most important characteristics of the remuneration system (continued)

In accordance with the regulatory guidelines, Intesa Sanpaolo Banka BiH, in accordance
with the ISP Group’s Remuneration and Incentives Policies, adopts a combination of remu-
neration payments that is properly balanced in order to:

+ Enable flexible management of labor costs, as the variable part can be significantly
reduced, even to zero, depending on the results achieved during the year or when the
Bank / Group is unable to maintain or return a solid capital base;

+ Discouraged behavior focused on achieving short-term results, especially if it involves
taking higher risk.

In order to achieve the above objectives, Intesa Sanpaolo Banka BiH, in accordance with
the ISP Group Policies, has established ex ante limits in terms of uniform maximums
for variable remuneration, by defining specific ceilings for increasing bonuses in case
of exceeding the set performance Incentive systems adopted by Intesa Sanpaolo Banka
BiH, in accordance with the ISP Group Remuneration and Incentive Policies, are aimed at
meeting the medium and long-term goals included in the Group’s Business Plan, taking
into account Intesa Sanpaolo Banka BiH willingness to take risks and PBZ and ISP Group,
as well as risk tolerance, and aim to encourage the achievement of goals in terms of value
creation for the current year, within sustainability, given that the bonuses paid are linked
to available financial resources.

3.5. RATIO BETWEEN FIXED AND VARIABLE REMUNERATIONS

The remuneration and incentive policies determine the appropriate ratio between the
variable and fixed part of the total remuneration for all categories of employees. It also
determines the appropriate upper limit of this ratio (cap) above which the payment of
variable remuneration is not allowed. The ratio between the fixed and variable part is
determined in accordance with provisions of the current Remuneration Policy of the Intesa
Sanpaolo Group and the applicable regulations of BiH.

The ratio of fixed and variable remunerations is determined in such a way that the fixed
part of total remunerations must have a sufficiently high share in total remunerations, and
for the employees performing control functions, the fixed remuneration must not be less
than two thirds of that employee’s total remunerations.

In Intesa Sanpaolo Bank BiH, in line with the ISP Group Policies, ex ante limitations in terms
of balanced maximums for variable remunerations have been established through the
definition of specific caps on the increase of bonuses in relation to any over-performance.
This cap to the variable remuneration is determined in general as 100% of the fixed
remuneration except for the roles belonging to the Company Control Functions (all of
them, regardless of the fact whether the position is managerial or non-managerial) which
cap is determined as 33% of the fixed remuneration.

The payment of the individual bonus is, in any case, subject to the verification in terms
of the absence of the so-called individual compliance breaches. In particular, failure to
comply with the individual access conditions implies both the non-payment of the bonus
accrued in the same year when the compliance breach is committed and deletion of the
deferred portions of the accrual conditions referred to the same year.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)

3.5. Ratio between fixed and variable remunerations (continued)

A significant share, at least 40% of the variable part of remunerations is deferred for an
appropriate period, which must not be shorter than 3 (three) years. When paying deferred
remunerations, the matching principle is applied, and they may not be paid more than
once a year in the manner and in the instruments defined by applicable policies, acts and
decisions of the Parent Bank, as well as the existing legal regulations of BiH. The Bank will
disburse a significant share of the variable portion of remunerations, deferred and non-
deferred portion, in the form of instruments. The share of variable part of the remuneration
to be paid in the form of instruments is determined in accordance with the position and
responsibilities of a particular employee, the amount of variable remunerations of that
employee and the amount of risk that employee can take.

3.6. INFORMATION ON PERFORMANCE CRITERIA FOR ALLOCATION OF SHARES AND VARIABLE REMUNERATIONS

The principle of selectivity, merit and differentiation is applied to measure performance
and calculate individual remuneration. A performance appraisal system for managers is
based on harmonization of criteria aimed at the Bank’s financial profit and profitability of
business areas and long-term sustainability criteria that guarantee business continuity and
accountability to all stakeholders. A cascade approach, from the highest Bank structures,
managerial goals balanced in terms of earnings, risk control, business improvement and
responsibility to clients, ensures that the allocation of individual incentives is based on
responsible individual and corporate operations.

3.7. DESCRIPTION, CRITERIA AND EXPLANATION OF VARIABLE REMUNERATIONS USED BY THE BANK

The total amount of variable remunerations is based on a combination of an individual's
performance appraisal (considering financial and non-financial criteria) and the relevant
organizational part, as well as on the Bank’s overall results. Performance appraisal refers
to a multi-year period thus ensuring that the appraisal process is based on long-term
performance. Performance measurement is tailored to all types of risks to which the Bank
is or may be exposed, and must consider the cost of capital required and the liquidity
required. In determining variable employees’ remunerations or allocation of variable
remunerations within the Bank, all types of risks to which the Bank is or may be exposed
are considered.

The remuneration payment methods are regulated by specific instructions in the
supervisory regulations concerning remuneration, with particular reference to the deferral
obligations, type of payment instruments and the retention period envisaged for the
portion paid as financial instruments. In addition, those payment methods consider that
the Intesa Sanpaolo Bank BiH, according to the principle of proportionality, is classified as
a Bank of smaller size or complexity. This classification was made by adopting the criteria
set out in the provisions of the Bank of Italy, which require that characteristics, size, level of
risk and complexity of activities carried out as well as the pertinence to the Group should
be considered.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)
3.8. TOTAL REMUNERATIONS BY THE BUSINESS AREAS

Quantitative information on remunerations of ISP Bank BiH employees in relation to Article
5, paragraph “I” of the Decision on Disclosure of Bank Data and Information was as follows:

Table 8
Gross fas in KM
Fixed fees Variable fees
Business area Murnber of employess Shaves, firancial | Number of emplores Total
In money  things aid fived Cash payment imstruments rekaned o iaid voriabie
CEuTROETE Clinn shares LIV ETRRGtAOn

Management functions 1,187,250 3 212,981 107,278 3 1,507,509
Contral functions 360176 | 4 98,873 ' 3 459,049
Supports 352702 ] 116,619 3 469,321
Husiness funetians and risks 3‘&‘&;‘;3-] 3 'i'r.'saiz 2 4|:|4,I:ID_!
Supervisory Board * 58675 2 - - v] 58675
Total 2,324,964 15 466,315 107,278 1 2,898,557

* Remunergtion povd o independgal Mombers of the Supervzory Boorg'

The namber of employees who were paid a fleed remumerciion includies the fote! number of employess who held positions responsibie for the nelevand areas
during the yeor, [f an emplopee held o position within teo difféerent ereos, i the colegory Number of ermployees who were poig! o ficed rermunerelion” £ & $hown
i thee e e, while fived! and variohile revmonenalion are Shown acoanding 1o e ocfual peniod £pent walifvn all aneas

3.9. TOTAL REMUNERATIONS BY EMPLOYEES' CATEGORIES

Quantitative information on the remuneration of employees of ISP Bank BiH related to
Article 5, paragraph “h” of the Decision on Disclosure of Bank Data and Information was
as follows:

Table 9
Gross fas in KM
Fixed fees Variable fees
Business area Mumber of pmiplayess Shaves, firancial | Number of emplores Total
In money  things aid fived Cash payment imstruments rekaned o iaid voriabie
TR AN ‘-hﬁ"‘,\- :rmaurmur.urr
Management Board 1,187,250 3 212,981 107.278 3 1,507,509
Supervisory Board * 58675 | 2 - ' 0 58,675
Control Fenctions 2,992,907 2 384,016 50 3,376,923
‘Back office 11,468,321 290 892,362 | 29 12,360,683
Sales 10,083,130 381 501,320 - 251 10,594,510
Tatal 25,800,283 705 1,990,739 107,278 523 27,898,300

* Remunergton povd o indegend'enl Mombers of the Superveory Boond'

The namber of employees who were paid a fleed remumerciion includies the fote! number of employess who held positions responsibie for the nelevand areas
during the yeor, [f an emplopee held o position within teo difféerent ereos, i the colegory Number of ermployees who were poig! o ficed rermunerelion” £ & $hown
i thee e e, while fived! and variohile revmonenalion are Shown acoanding 1o e ocfual peniod £pent walifvn all aneas

The Bank did not pay discretionary benefits to its employees.
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3. DATA AND INFORMATION RELATING TO THE REMUNERATION POLICY (continued)
3.10. THE MOST IMPORTANT PARAMETERS AND ARGUMENTS FOR THE VARIABLE REMUNERATION SYSTEM

The variable component is linked to the employee’s performance and aligned to the results
actually achieved and the risks prudentially assumed, and consists of:
+ short-term variable component, paid through:
° theincentive systems;
° the project bonus;
+ long-term variable component, paid through:
° the Performance Share Plan (PSP);
° the LECOIP 3.0 Plan;
* any variable short- and long-term components, tied to the period of employment in
the company;
+ any discretionary benefits.

Division of the variable part of remuneration into short-term and long-term part stimulates
the attraction and retention of staff and allows directing the effect on the accounting period
longer than one year and medium-long-term results resulting from the implementation of
the Business Plan. Incentive systems adopted by Intesa Sanpaolo Banka BiH, in accordance
with the ISP Group Remuneration and Incentive Policies, are aimed at meeting the
medium and long-term goals included in the Group’s Business Plan, taking into account
Intesa Sanpaolo Bank BiH willingness to take risks and PBZ and ISP Group, as well as risk
tolerance, and aim to encourage the achievement of goals in terms of value creation for
the current year, within sustainability, given that the bonuses paid are linked to available
financial resources. Incentive systems for Intesa Sanpaolo Bank BiH staff are subject to
the minimum activation conditions required by the Regulator and failure to meet even
just one of these conditions results in non-activation of the Incentive System. The incentive
system for Risk takers and middle management members aims to direct behavior and
management activities towards achieving the goals set in the Bank's strategy and Business
Plan and to reward the best annual indicators that are evaluated in order to optimize
the risk / return ratio. The Incentive System for Experts aims to reward the best annual
performance in order to optimize the risk-return ratio. The individual award of bonuses is
at the discretion of the immediate supervisor, considering the results of the performance
evaluation, in absolute and relative terms. In other words, the bonus proposal must be in
line with the level of efficiency achieved and also consider colleagues in the same position.

3.11. NUMBER OF EMPLOYEES WITH EXCEEDED THRESHOLD DETERMINED UNDER THE FBA DEcisioN
In 2025., there were two employees in the ISP Bank of BiH whose variable remuneration in

gross amount exceeded the threshold determined by the FBA Decision on disclosing the
Bank's data and information.
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4.INFORMATION ON THE APPLICATION SCOPE OF THE REGULATORY
REQUIREMENTS

Pursuant to Article 6. of the Decision, the Bank hereby publishes the following information
4.1. CONSOLIDATED REPORTS

Intesa Sanpaolo Bank dd Bosnia and Herzegovina does not produce reports on a
consolidated basis, as it has no subsidary companies in its portfolio. The bank prepares
the report on an individual basis.

4.2. TRANSACTION WITH THE RELATED PARTIES

Transactions with related parties constitute a part of the Bank’s regular operations. The
related parties, members of the Intesa Sanpaolo Group, the Bank have had the transactions
with as at 31 December 2025.:

Table 10
INTESA SANPAOLO GROUP

INTESA SANPACLD SPA

FRIVREDMNA BANKA TAGRER

INTESA SANPAQLO BANE, SLOVENIA
BANCA INTESA A.D. BEOGRAD
INTESA SANPALLO ROMANIA SA
INTESA SANPADLO 5. P.A LONDON
PBZ CARD DOO ZAGRER

ISP INTERNATIONAL VALUE SERVICES
INTESA SANPADLO 57,48 NEW YORK
INTESA SANPACLD 5.P.A FRANKFURT
CIE BAMK LTD

INTESA SANPADLO RENT FORYOLU 5. PA

Overview of transactions with the Intesa Sanpaolo Group as at 31 December 2025, is
indicated below:

Table 11

Assets

Bank accounts and loans 72,314
Other financial receivables - REPO 49,368
Other receivables 37
Total 121,719
Liabilities

Borrowings and time deposits 114,301
Other liabilities 786
Total 115,087
Commitments and contingent financial commitments

Financial guarantees 3,125
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4. INFORMATION ON THE APPLICATION SCOPE OF THE REGULATORY REQUIREMENTS
(continued)

4.2. Transactions with related parties (continued)

Table 12

Incomes

Interest income 1.531
.ﬂrhpr intame | 320
Total 1,851
Expansas

Interest expense 3,340
Other expenses 5,008
Total 5,348
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5. DATA AND INFORMATION RELATING TO THE BANK'S RISK
MANAGEMENT STRATEGY, GOALS AND POLICIES

Pursuant to Article 7. of the Decision, the Bank hereby publishes the following information
5.1. BRIEF DESCRIPTION OF THE STRATEGY AND POLICY FOR EACH INDIVIDUAL RISK

Risk Management Strategy is document which provides a structured, coherent and holistic
overview of risk identification and assessment and definition of acceptable risk appetite.
The definition of Risk Management Strategy is interconnected with budgeting and business
planning process, taking in consideration macroeconomic developments as well as areas
that require specific attention. The goal of the risk management strategy is to establish
a framework for careful and continuous management of all risks inherent in the bank’s
operations.

Key pillars of ISP BiH Risk Management Strategy and beyond:

Risk Taxonomy Risk Profile Clear Risk Appetite .
Statement / RAF Respecting local
”IL' [+ |r||-' 1 CO0R LN Vi ar“j ECE:EBA
; Bk regulatory decisions
and guidelines

For the per

the buud

a1 L ts
puibished by Regulators.
coming period. and control.

The Bank’s Supervisory Board annually adopts the Risk Management Strategy, which, in
accordance with the business strategy, annually determines the risk appetite at the Bank’s
level, basic strategic guidelines for capital planning, risk management objectives and basic
principles of risk control, including risks arising from the macroeconomic environment in
which the Bank operates and taking into account the state of the business cycle of Intesa
Sanpaolo Bank.

Risk management policies

Risk management policies are documents by which the Bank, if necessary, concreticises
and specifies the risk management strategy implementation on an annual basis. Policies
are adopted for the management of one or more risks, and they primarily set guidelines
for risk management and basic limits and indicators against which the risk profile and risk
exposure will be analyzed. Also, for cases of exceeding the defined limits, clear escalation
procedures are determined depending on the type of exceeded limit.

The risk management system is also established at the level of the Bank and implies
harmonization and coordination of activities of all organizational parts of the Bank in
terms of risk management.
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5.DATAAND INFORMATION RELATING TO THE BANK'S RISK MANAGEMENT STRATEGY,
GOALS AND POLICIES (continued)

5.1. Brief description of the strategy and policy for each individual risk (continued)

Management Board ensures appropriate implementation of the risk management strategy
set out in the risk management policies for:

*  Creditrisk;

* Operational risk;

*  Market risks;

* Interest rate risk in the banking book;
+ Liquidity risk.

Risk Cataloque
The Risk Catalogue defines types of risks and their definitions that are applied in the risk

management system established at the level of the Bank. The types of risks covered by the
Risk Catalogue are listed below:

Table 13
H ISP BiH Risk Type ISP BiH definition
1 Strategic Risk Strategic risk is the risk of loss due to lack of a long-term develompment

strategy of bank, wrong business decisions, or lack of responsiveness to
changes in corporative environment and similar.

2 The Profitability risk | The Profitability risk (the risk of earnings) arising from the inadequate
(the risk of earnings) | system and the distribution of earnings or inability of the bank to ensure an
adequate, stable and sustainable level of profitability.

3 Management risk Management risk. Management risk shall be the risk of loss arising from
the fact that due to its size and/or complexity, the bank has a limited capacity
for establishment of sophisticated managerial mechanisms, systems and
controls.

4 The Business risk The Business risk shall represent a negative, unexpected change of scope
of business operations and/or profit margins of the bank, which may lead
to significant losses and thus reduce the bank's market value. Business
risk may occur primarily due to a significant deterioration of the market
environment and changes in market competition or behaviour of consumers
on the market.

S Reputational risk* Reputational risk is the risk of the possibility of negative effects on the
bank’s financial results or capital due to loss of confidence in the Bank’s
integrity, which occurs due to unfavorable public opinion about the bank’s
business practices or the activities of the bank’s body members, regardless
of whether or not there is a basis for such public opinion.

4 As also highlighted by the “Guide on climate-related and environmental risks” issued by European Central Bank and Guidelines for managing risks
related to climate change and environmental risks issued by Banking Agency of the Federation of Bosnia and Herzegovina, this type of risk can also
derive from factors related to Environmental, Social & Governance risks (so-called ESG risks), i.e. risks deriving from potential negative impacts, direct
or indirect, on the environment, on people and communities and more generally on all stakeholders, or deriving from the governance of the company.
Climate change risk also belongs to the category of ESG risks, understood as a risk deriving from climate change caused by the accumulation of
greenhouse gases in the atmosphere and which can be declined into transition risk (understood as the financial risk that could derive from the process
of adjustment towards a low-carbon economy) and in physical risk related to the environmental impacts of climate change (e.g. sea level rise following
average temperature increase or extreme climatic events such as floods and droughts).
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H ISP BiH Risk Type ISP BiH definition

6

Credit risk*

Credit risks comprise:

1) Credit risk,

2) Currency induced credit risk,

3) Interest rate induced credit risk,
4) Concentration risk,

5) Counterparty risk,

6) Country risk,

7) Transfer risk,

8) Political and economic risk,

9) Migration risk,

10) Residual risk,
11) Free delivery risk,
12) Settlement risk.

Credit risk is the risk of loss arising from a borrower’s failure to meet its
financial obligations to the Bank*.

Currency-induced credit risk is the risk of loss arising from a borrower’s
failure to meet its financial obligations to the Bank, to which the Bank is
additionally exposed due to granting of facilities in foreign currency or
indexed to foreign currency and which arises from the borrower’s exposure
to currency risk.

Interest rate induced credit risk is the risk of loss arising from a borrower’s
failure to meet its financial obligations to a credit institution, to which the
credit institution is additionally exposed due to granting of facilities which
are linked to floating interest rate.

Concentration risk is each individual, direct or indirect, exposure to a single
person or group of connected persons or a group of exposures linked by
the same risk factors such as the same economic sector, geographic region,
activity or commodity or the application of credit risk mitigation techniques
which may lead to losses that could jeopardise the continued operation of
the Bank.

Counterparty risk is the risk that the other contractual party in the
transaction could default or deteriorate in credit quality before the final
settlement of the cash flows of the contracted transaction (most often refers
to derivatives or other similar financial instruments)

Country risk is the risk specific for facilities approved outside the of
Bosnia & Herzegovina under international credit and investment activities,
arising from economic and political factors specific for a particular country,
enforceability of facility agreements and enforceability of credit protection
in the legal framework of a certain country in a certain period of time

Transfer risk implies the likelihood of a loss being incurred due to a bank’s
inability to collect receivables denominated in a currency other than the
official currency of the country of origin of the debtor, namely due to the
limitation of the payment of obligations towards creditors from other
countries in a specific currency as determined by the acts of the state and
other debtors of the country of origin of the debtor.
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H ISP BiH Risk Type ISP BiH definition

Political and economic risk implies the likelihood of a loss being incurred
duetoabank’sinability of to collect receivables due to restrictions established
by the regulations/acts of the state and other state authorities of the country
of origin of the debtor, as well as the general and systemic circumstances in
that country.

Migration risk shall mean the risk of loss due to a change in the fair value of
a credit exposure as a result of a change in client rating.

Residual risk is the risk of loss arising when recognised credit risk mitigation
techniques used by the Bank prove less effective than expected.

Free delivery risk is the risk of loss of a bank which arises when securities,
foreign currencies or commodities have been paid for before they are
received or when the delivery has been made before they have been paid
for, i.e. if the payment or delivery does not take place in accordance with the
expected time dynamics.

Settlement risk shall be understood to mean the risk of possible negative
effects on the financial result and capital of the bank stemming from the
difference in the agreed settlement price for a debt instrument, equity,
foreign currency or commodity instrument and its present market value.

7 Market risk?*

Market risks comprise:

1) Market risk,

2) Foreign-exchange risk,

3) Position risk,,

4) Commodities risk,

5) Credit spread risk,

6) Credit value adjustment (CVA)

Market risk is the risk of losses on balance and off - balance sheet positions
due to changes in market prices.

Foreign-exchange risk is the risk of loss arising from a change in currency
exchange rates and/or the price of gold,.

Position risk is the risk of loss arising from a price change in financial
instruments or, in the case of a derivative financial instrument, in underlying
variables.

Commodities risk in the trading book is the risk of loss arising from a price
change in the commodity.

Credit spread risk is the risk of loss due to changes in the market value of
debt financial instruments, caused by changes in the credit range, liquidity
premium and other factors that can affect the change in market value.

Credit value adjustment risk (CVA) is the risk of losses based on OTC
derivatives that may arise as a result of a deterioration in the creditworthiness
of the counterparty (a subtype of credit risk) or a change in the price of the
derivative (a subtype of market risk) or by a combination of the above.
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H ISP BiH Risk Type ISP BiH definition

8 Investment risk Investment risk is the risk of loss resulting from a bank’s investments in
fixed assets and investments in other legal persons, due to changes in their
market values.

9 Capital risk Capital risk refers to the inadequate capital structure to support the scope
and nature of the bank’s business activities or to the difficulties the bank
faces when obtaining new sources of capital, especially in cases where there
are urgent needs to increase capital or in unfavorable conditions.

10 | Real Estate Risk Real estate risk is the risk of loss due to changes of market values of real
estate portfolio owned by the Bank.

11| Interest Rate Risk in Interest rate risk comprise:

the Banking Book
1) Interest rate risk in the banking book;
2) Basis risk;
3) Option risk;
4) Gap risk;
5) Yield curve risk.

Interest rate risk in the banking book is the risk of possible negative ef-
fects on the financial result and capital of the bank based on banking book
position arising from potential changes in interest rates.

Basis risk is the risk arising from the application of different reference inter-
est rates for instruments with similar maturities or the time until the next in-
terest rate change, or from the imperfection of the correlation of reference
interest rates for interest-sensitive instruments

Option risk is the risk arising from options (embedded and explicit) in which
the bank or its client can change the level or maturity of cash flows of inter-
est-sensitive instruments.

Gap risk is the risk arising from the term structure of interest-sensitive in-
struments, i.e. the difference in the period until their interest rate changes,
and it includes changes in the term structure of interest rates that appear
consistently on the yield curve (parallel risk) or vary by period (non-parallel
risk).

Yield curve risk is the risk to which the bank is exposed due to changes in
the shape and slope of the yield curve.
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H ISP BiH Risk Type ISP BiH definition

12 Liquidity risk* Liquidity Risk comprise:
1) Liquidity risk;
2) Market liquidity;
3) Intraday liquidity risk;
4) Funding liquidity risk;
5) The risk of concentration of financing sources

Liquidity risks are the risks of losses arising from the Bank’s existing or expected
inability to meet its financial obligations as they become due.

Market liquidity is the risk associated with the Bank’s inability to easily offset
or eliminate a position at the market price because of market disruption or
inadequate market depth.

Intraday liquidity risk is the risk of inadequate management of intraday
liquidity, which can lead to the impossibility of timely payment of obligations
and affect the liquidity position of the bank or the liquidity of other parties.

Funding liquidity risk is the risk that the Bank will not be able to meet efficiently
both expected and unexpected current and future cash flow and collateral needs
without affecting either daily operations or the financial condition the Bank.

The risk of concentration of financing sources is the risk of excessive

concentration of financing sources in the same maturity/type/individual source,
which in the event of a negative trend can lead to a negative impact on the bank’s
liquidity position and the risk of the inability to adequately finance operations.

13 Operational risk* Operational risks comprise:
1) Operational risk:
2) Conduct risk;
3) Information and communication technology risk;
4) The risk of internal and external fraud;
5) Employee relations and workplace safety;
6) The risk of damage to tangible assets;
7) Execution, delivery and process management risk;
8) Legal risk;
9) Compliance risk;
10) Outsourcing risk;
11) The risk of terrorist financing/money laundering;

12) Cyber risk;
13) Model risk;
14) Personnel risk.

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

Conduct risk is existing or potential risk of lossess due to providing
inapropriate financial services including cases of mallicious behaviour or
indifference.
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The risk of internal and external fraud is the risk of losses as a result of
fraudulent behavior attempted or committed by internal or external parties

Employee relations and workplace safety is the risk of losses that do not
comply with labor laws or contracts, health or safety and compensation

payments for bodily injury or from events related to diversity/discrimination.

The risk of damage to tangible assets is the risk of losses resulting from
losses or damage to tangible assets from natural disasters or other events.

Execution, delivery and process management risk is the risk of potential
loss from failed transaction processing or process management, from

relationships with other contractual parties in trading and suppliers.

Legal risk is the risk arising due to the likelihood of court proceedings being
instituted against a bank, default by a bank, as well as business decisions
made by a bank found to be unenforceable adversely affecting the bank’s
performance or financial position

Compliance risk shall be understood to mean the risk of imposition of
potential measures and penalties and the risk of significant financial losses
that a bank may incur due to the non-compliance with the legislation,
standards, codes and the bank’s internal regulations.

Outsourcing risk is the risk which arise when a bank has contractually
entrusted a third party (service providers) with the performance of activities
which would otherwise be performed by the bank itself.

The risk of terrorist financing/money laundering is the risk that the client
misuses the bank for money laundering or financing of terrorist activities

and that a business relationship, transaction or product is indirectly or
directly used for money laundering and/or financing of terrorist activities

Cyberriskis the risk of losses due to breach of confidentiality, loss of integrity
of systems and data, inappropriateness or unavailability of systems and
data or inability to change information technology within a reasonable time
and with reasonable costs when the environment or business requirements
change (i.e. agility). This includes security risks resulting from inadequate
or failed internal processes or external events, including cyber-attacks or
inadequate physical security.

Model risk is the risk of loss being incurred due to business decision-
making and risk management decision-making which would be based on
the results of internal models, including models for setting internal capital
requirements, product pricing, valuation of financial instruments and the
like. Losses could be incurred due to inadequate baseline model settings,
model implementation errors or incorrect model use.

Personnel risk is the risk of potential loss of the bank due to the departure
of employees with critical knowledge and the outflow of know-how that are
not replaceable in the short term.
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14 | Risk of excessive Risk of excessive leverage means the risk resulting from an institution’s
financial leverage vulnerability due to leverage or contingent leverage that may require unin-
tended corrective measures to its business plan, including distressed selling
of assets which might result in losses or in valuation adjustments to its re-

maining assets.
15 Environmental, social | Environmental, Social and Governance (Eng.Environmental, social and
and governance - governance (ESG) risks are the likelihood of losses or additional costs or
ESG) rizici® losses of planned revenues or reputation allocationlos due to the negative

financial impact of current or future ESG factors on counterparties and their
assets. When filling out table 1. the bank can define environmental, social
and governance risks as factors that affect the existing risk categories or as
a separate subcategory of risk within the regulatory risk category other risks.

Credit Risk

Thecreditrisk managementsystem consists of organizational structure, rules, processes,
procedures, systems and resources aimed at identifying, measuring/ assessing, managing,
monitoring and reporting on credit risk exposure, i.e. overall credit risk management,
which implies existence of adequate corporate governance and credit risk management
culture.

The basic elements of the Bank's credit risk management system are:

1. Strategy of risk management and policy of credit and related risk management
which represent concretization of the strategy in terms of overall credit risk appetite,
limits, and indicators of risk profile monitoring.

2. Key processes of the credit risk management system are:

+ credit approval process;

+ credit monitoring process (credit review process);

« early warning process (process of early detection of increased credit risk) - PCEM;

« asset classification process as defined by the decisions of the FBiH Banking Agency
(FBA) and the ISP Group Rules;

+ collection process;

+ collateral management process;

+ portfolio analysis and credit risk monitoring process;

« process of calculating capital adequacy for credit risk;

5 ESG factors are included in each individually identified risk (credit risk, reputational risk, market risk, liquidity risk, operational risk).
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5.1. Brief description of the strategy and policy for each individual risk (continued)

3. Roles and responsibilities in the key processes of credit risk management system are
assigned to the following organizational units:

+ Risk Management Department;

+ Credit Risk Assessment Department;

* Recovery Department;

+ Credit Portfolio Analysis and Administration Department;

+ Internal Audit Department;

+ Legal Department;

+ Placement contracting function organized in several organizational units.

The risk control function, along with responsibilities in the part related to credit risk
management performed by the Risk Management Department, is defined and established
by the specific internal regulations.

Keystartegicguidelines of the creditrisk mangementareincludedinto the Risk Management
Strategy and Credit Risk Management Policies.

Therisk management strategy shall be adopted in writing in accordance with the Guidelines

for the general risk management framework, and in terms of credit risk management shall

include at least the following;:

+ objectives and basic principles of credit risk taking;

« credit risk appetite, i.e. the level of risk that the Bank deems acceptable to take in
achieving its business strategy and goals in the existing business environment.

Policies for credit risk and related risks management are concretisation of the Risk
Management Strategy for the purpose of simple and efficient management of the overall
level of credit risk the Bank is ready to assume. The Policy, which is jointly prepared once
a year by business lines and risk functions and adopted by the Bank’s Supervisory Board,
presents a direction and plan for the development of the Bank’s loan portfolio in the
relevant business year. The Policy includes the following units:

+ overview of general guidelines and limits for credit portfolio management arising
from the analysis of the environment and the Risk Management Strategy, which are
supplemented, further elaborated and defined by the Policy;

+ overview of rules and guidelines for individual business areas (retail and corporate
banking) and customer segments that specify credit risk taking and management at
the operational level.

Guidelines andrules defined by the Credit Risk Management Policy are furtherincorporated
into the Bank’s Credit Manuals, which are operational documents and instructions to all
employees involved in credit processes. In this way, the Policy aims to provide guidance to
the lower organizational units on how to structure transactions and achieve portfolio and
budget goals, thus fulfilling its role in educating and spreading the culture of credit risk
management at all organizational levels of the Bank.
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The Bank applies a standardized approach for calculation of minimum capital requirements
for credit risk in accordance with the provisions of the Decision on the calculation of the
bank’s capital and the Decision on amendments to the decision on the calculation of the
bank’s capital.

Operational Risk

The operational risk management system includes principles, rules, procedures and
methods for operational risk management, and clearly defined roles and responsibilities
at all levels of management set out in the guidelines for the general risk management
framework, regulations, instructions, methodologies and procedures.

The main objective of operational risk management is the identification and measurement
(quantification) of risk, which enables monitoring and appropriate risk mitigation in order
to comply with the Bank’s exposure to operational risk.

Risk Management Model
The levels of operational risk management are:

» Corporate Bodies and Internal Governance Structures
° Supervisory Board
Audit Committee, Risk and Sustainability Committee
° Management Board
Operational Risk Committee
Other Operational risk area management Committee
» Corporate Control Functions
°  Chief Risk Officer (CRO) area
° Compliance and Anti-Money Laundering Department
° Internal Audit Department
* Other corporate functions involved in the operational risk governance
process
° Decentralized Operational Risk Management function
° Chief Financial Officer area (CFO)
°  Chief Governance Officer area (CGO)
° Chief Operating & Transformation Officer area (COTO)

o

o

Operational risk is inherent in each of organizational unit and business process and
therefore the key role in securing adequate day-to-day operational risk management has
been entrusted with the persons responsible for individual organizational units, processes
and projects included in the decentralized management and supervisory level.

The basic units are the OR Entities formed at the organizational principle, which involve
the activity of: OR Managers, who in the operational risk management system perform
the function of a senior management/person appointed by the Bank's Management,
OR Officers and their Assistants. In their areas of competence, all Bank employees are
actively involved in operational risk management as well as in integrating of operational
risk management into the Bank'’s daily operations.
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Risk identification, measurement and monitoring is carried out through the following

processes:

+ collection and analysis of data on internal losses includes the collection of data on
events that occurred in the Bank or another member of the PBZ Group and which are
related to their exposure to operational risk;

+ collection and analysis of data on external losses includes the collection of data on
events that occurred in credit or financial institutions outside the PBZ Group, and
these events are related to the exposure of these institutions to operational risk; and

+ Self-Diagnosis process, consisting of Operational risk assessment and ICT risk
assessment. Scenario analysis and Risk and Control Self Assessment, RCSA) include
both ICT Risk and Operational risk assessment;

+ identification and assessment of the relevance of operational problems, for the
purposes of preparing the Tableau de Bord report of the CRO area of the Bank and
the Integrated Tableau de Bord of the ISP BiH (in accordance with the methodology
defined in special internal acts);

+ the Bank measures/assesses identified operational risks in all its activities, products,
processes and projects.

The Operational Risk Management Policy defines the operational risk appetite, monitoring
of exposure to operational risk and use of limits, escalation procedures in case of limit
breaches, as well as guidelines and ways of operational risk managment.

The operation risk appetite, i.e. the readiness to take operational risk at the Bank level,
represents the amount, i.e. the level of risk that the Bank deems acceptable to take in
achieving the business strategy and goals in the current and future environment. It is based
on operational losses, collected in the data collection process and based on estimates
of total expected losses in the scenario analysis process, as an integral part of the self-
diagnosis process.

Operational risk monitoring includes regular analysis and structuring of the results of
operation risk’s identifying and measuring / assessing, analysis of the risk profile as well as
the information on activities in operational risk control.

Operational risk control includes preventive and corrective activities to reduce exposure
to operational risk, avoid risk activities, improve and change the processes, introduce
internal controls and transfer the operational risk to third parties through insurance and
other specific financial instruments.

Operational risk management is performed for identified operational risks in all activities,
products, processes and projects of the Bank.

The goal of operational risk reporting is to provide support for effective operational risk
management at all levels of responsibility.
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5.1. Brief description of the strategy and policy for each individual risk (continued)
The capital requirement for operational risk is determined using a basic approach - BIA.
Market Risk

The main objective of market risk management model is to ensure safe and sound
activities of the Bank, aimed at maintaining market risk exposure within defined limits and
thresholds.

The Bank’s market risk management framework comprises the following elements:

+ principles, rules, policies, procedures and methods aimed at managing market risk
defined in internal regulations;

+ market risk management process that includes management, identification and
measurement, monitoring, reporting;

+ strictly defined managerial responsibilities and activities within the agreed standards
and established limits;

+ effective supervision of the commitees and management through a detailed and
comprehensive information flow system.

The Market Risk Management Policy defines the Bank's comprehensive risk appetite is
expressed in terms of unexpected loss (Value at Risk, which is the potentially biggest loss
within one day with a 99% confidence level) of limited exposure depending on the issuer
type (issuer restrictions) and FX open position.

The key risk factor presents the currency risk, i.e., the risk associated with the overall open
position of the Bank (including the Bank’s book positions). In addition to the VaR limit,
currency risk is additionally controlled by the nominal limit on the total open position for
each currency as expressed as a percentage of the total regulatory capital of the Bank.
These limits are prescribed in detail in the market risk policies and are periodically revised
depending on the market and regulatory environment.

In addition to the VaR limit, the risk appetite is also defined by the restrictions depending
on the issuer’s type as the total nominal limit for a particular type of issuer and for each
issuer in view of its rating.

VaRs and other limits are calculated and monitored on a daily basis and reported to all
relevant business functions and risk control functions, including the Bank’s Management.

The Bank’s target market risk profile is defined in detail in the Market Risk Management
Policy approved by the Management Board and the Supervisory Board.
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Interest Rate Risk in the Banking Book

The main goal of the interest rate risk management model is to ensure safe and correct
activities of the Bank, with the aim of maintaining the interest rate risk exposure within the
defined limits and thresholds.

The Bank’s interest rate risk management framework includes the following elements:

+ System for measuring, assessing and reporting on interest rate risk exposure;

+ Interestrate risk management documents with a clearly defined framework, guidelines,
models and assumptions used in the risk management process;

+ strictly defined managerial responsibilities and activities within the agreed standards
and established limits;

+ effective supervision of the comittees and management through a detailed and
comprehensive information flow system.

The Bank applies external and internal standards to assess and monitor interest rate risk
exposure.

External standards of the FBiH Banking Agency constitute regulatory limits prescribed by
the FBiH Banking Agency. The bank is obliged to calculate the effect regularly, and at least
quarterly using standardized approach:

a. interestrateshocksonthe measure of the economicvalue of capital with the application
of six scenarios prescribed by FBA.

b. parallel shocks to the measure of net interestincome, i.e. one-year net interest income
(two scenarios prescribed by FBA).

Internal standards for the interest rate risk management in the Bank are composed
of following basic models of measurement of the interest rate risk, for compilation and
analysis of data on interest rate-sensitive items of the banking book:

* Repricing risk;

* Yield curve risk;

« Basis risk;

+ Option risk

+ The sensitivity of the economic value to interest rate shifts (the limit is defined for an
interest rate shift by +100 base points);

+ The sensitivity of the net interest rate revenue (limit defined as a lower negative effect
of £100 base points on the market interest rate);

+ Stress testing;

« Value at Risk (VaR)e.

6 VaR pertains to the FVOCI portfolio
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The interest rate risk limit structure, in line with the risk measurement framework, aims
at maintaining a low level of exposure, which is in line with the risk appetite. Interest rate
risk limits in the banking book are expressed both in terms of sensitivity to changes in
economic value (AEVE), taking into account the relevance attributed to the banking book
management in the medium term, and in terms of sensitivity to changes in the net
interest income (ANII) to make profits and effects of balance sheet based on the changes
of interest rates in the short term.

These limits are also prescribed in detail in the ISP BiH Guidelines for the management of
interest rate risk and credit spread risk in the banking book and are periodically revised.

Liquidity Risk

The main objective of liquidity management is to ensure safe and sound activities of
the Bank, aimed at maintaining exposure to liquidity risk within the defined limits and
thresholds. The entire liquidity management procedure is well defined by internal acts
regulating the area of liquidity management, which covers both liquidity financing risk
and market liquidity risk - liquidity risk is defined as the risk that the Bank will not be able
to meet its payment obligations due to inability to raise funds or to liquidate its assets
(market liquidity risk).

The Bank’s liquidity risk management framework includes the following elements:

+ effective supervision of committees and management through a detailed and
comprehensive information flow system;

+ system for measuring, assessing and reporting on liquidity risk exposure;

+ liquidity risk management documents with a clearly defined framework, guidelines,
models and assumptions used in the risk management process;

+ strictly defined managerial responsibilities and activities within the agreed standards
and established limits;

+ stress testing including a formal contingency plan for liquidity crises.

Furthermore, according to the defined key strategic objectives set out in the Risk
Management Strategy (where the Bank annually determines the risk appetite in accordance
with the business strategy, basic strategic guidelines for capital planning, risk management
objectives and basic risk mitigation principles, including risks arising from

the macroeconomic environment) in which the Bank operates, considering the status of
its business cycle), the risk appetite of the ISP BiH Bank is defined through the Bank’s
objectives in the field of risk management determined in accordance with its business
strategy, environmental factors and vulnerabilities, as well as regulatory requirements
and PBZ Guidelines / ISP Group. The detailed target liquidity risk profile of the Bank is
defined in detail in the Liquidity Risk Management Policy approved by the Management
Board and the Supervisory Board of the Bank as well, which represents the framework for
liquidity risk management primarily through:
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+ establishing liquidity risk exposure limits;
+ definition of models used to monitor and measure liquidity risk;
* reporting on liquidity risk exposure.

The Supervisory Board and the Management Board of the Bank define and approve the
liquidity risk threshold, which is considered the maximum risk exposure, that is acceptable
during the normal course of business, integrated stress situations.

To assess and monitor the Bank’s liquidity risk exposure, external and internal standards
are used as follows:

1) External standards of the FBiH Banking Agency (FBA) represent the regulatory
limits prescribed by the FBA:
+  Maturity matching of financial assets and financial liabilities” (BA 60.00);
+ Mandatory reserve with the Central Bank of BiH.
+ Liquidity coverage ratio (LCR);
« Net stable funding ratio (NSFR).

2) The Bank’s internal liquidity management standards are the following basic
models for liquidity risk measuring:
+ intraday liquidity monitoring;
* monitoring of liquidity reserves;
« net stable financing ratio (NSFR);
+ liquidity coverage ratio (LCR);
« survival period;
+ stress testing;
+ concentration ratios;
+ liquidity contingency indicators;
+ loan to deposits ratio;
+ asset encumbrance ratio®.

The Bank's liquidity risk target profile is defined in detail in the Liquidity Risk Management
Policy approved by the Management Board and the Supervisory Board.

Stress test

Stress testing is an integral part of the risk management system, and is carried out for
internal management needs and at the request of supervisory authorities. In testing its
resilience to stress, the Bank included all significant risk factors specific to its business
environment, including macroeconomic factors and ESG risks.

The results of stress testing are used to help manage risk, capital planning and the decision-

making process within the Bank. Stress test for internal management needs includes
comprehensive stress testing as well as stress testing at the level of individual risk:
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e Stress test within the ICAAP

The comprehensive stress test framework within the ICAAP serves as an additional tool
for monitoring of potential additional capital requirements due to the occurrence of
stress scenarios. The test results are considered as a supplement to the required internal
capital in the baseline scenario, in order to ensure conservative capital planning taking
into account the impact of potential stresses. Stress is calculated semi-annually, based on
the ISP Group’s experiential assumptions, and in some cases is adjusted to specific local
characteristics.

* Stress test within the the Recovery Plan preparation

The so-called “reverse stress test” is applied, stress scenarios assumed in the context of a
recovery plan that consider systemic and idiosyncratic events. They focus on the elements
of sensitivity for the Bank and may produce the most severe effects in terms of lack of
capital and liquidity. It is conducted once a year, and methodology and scenarios are
defined by the Risk Management Department.

e Stress test at the level of individual risk

The stress test is an integral part of the overall risk management system, the results of
which are regularly reported to the Bank’'s management and serves as a relevant input for
decision-making on risk management. Notwithstanding the procedures for comprehensive
stress testing, the Bank has established regular procedures for conducting stress tests
(market, interest rate, liquidity risk).

5.2. STRUCTURE OR ORGANIZATION OF THE RISK MANAGEMENT FUNCTIONS INCLUDING ITS POSITION ROLE AND
STATUS IN THE ORGANIZATIONAL STRUCTURE OF THE BANK

The Risk Control Function of the Bank is organised within the Risk Management and Control
Division within Risk Management Department.

Scheme 2

RSK CONTROL
FLNCTMON

-\.'M_E
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The Supervisory Board appoints a person responsible for the work of the Bank’s risk
control function. The key roles and responsibilities of the risk control function in the risk
management process, which are mostly incorporated into the comprehensive ICAAP and
ILAAP framework, are:

proposing to the Bank’s Management Board the adoption of the General Rules for Risk
Management and the Rulebook for Risk Management (including the Internal Capital
Adequacy Assessment Process - ICAAP and Liquidity Adequacy ILAAP);
proposingtothe Bank's ManagementBoard the adoption of methodologies, instructions
that prescribe in great detail the identification and measurement/ assessment of risks,
stress testing, risk management, monitoring and reporting on risks in the field of risk
management;

proposing to the Bank's Management Board the adoption of approach used for the
capital adequacy calculationf;

adoption of rules, instructions and methodologies for planning, calculation and control
of capital adequacy and liquidity adequacy (according to the regulator and internally);
proposing to the Bank's Management Board the risk management strategy and risk
management policies and rules;

proposing to the Bank's Management Board decisions on exposure limits in accordance
with the risk management strategy and risk management policies;

proposing to the Bank's Management Board risk control activities in accordance with
the risk management strategy and policies;

proposing to the Bank’'s Management Board the integration of risk management into
day-to-day operations, and in particular into business decision-making;

conducting risk identification, risk measurement/assessment and stress test activities;
risk analysis (including also the risks of new products or new markets);

participation in the calculation of capital adequacy and liquidity;

monitoring of risk exposure, risk profile and capital adequacy, including monitoring of
the risk limit structure;

checking the application and effectiveness of risk management methods and
procedures;

examination and evaluation of adequacy and effectiveness of internal controls in the
risk management process;

reporting on risks, capital adequacy and liquidity to the Bank’s senior management,
member of the Bank's Management Board responsible for the risk control, the Bank’s
Management Board, the Bank’s Supervisory Board, the Bank’s Credit Risk Management
Committee, the Bank’s Financial Risk Management Committee, the Bank's Internal
Audit Department, the Bank’s Audit Committee and, if necessary, other functions and
organizational units of the Bank;

reporting to Privredna Banka Zagreb d.d. on risks, capital adequacy and liquidity;
proposing to the Bank's Management Board the annual work plan of the Bank's risk
control function and adoption of operational activity plans based on the annual work
plan of the Bank’s risk control function;
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* reporting on activities of the Bank’s control risk function to the Bank's Management
Board, the Bank’s Audit Committee and Supervisory Board;
+ control performacne as defined by the Work Plan of the Bank's risk control function.

In addition to the above activities, the Bank's risk control function performs all stipulated
activities in accordance with the applicable regulations, Privredna Banka Zagreb d.d.
requirements as well as the Bank’s internal rules and regulations.

In 2025, regular activities of the risk control function were carried out according to the
plan and prescribed relevant internal regulations. A detailed overview of the implemented
activities as well as the findings for the controlled areas are documented in the Reports on
the risk control function operation. The risk control function reports are submitted on a
regular basis to the Bank's Management Board, which assessed that the operation of the
control function was adequate, i.e. more than adequate.

In addition to the Bank’s Management Board, the risk control function also reports directly
tothe Bank’s Supervisory Board. Reports of the risk control function are regularly submitted
to the Risk and Sustainability Committe and the Audit Committee.

Also, as a continuation of the previous year and anticipating the growing importance of
ESG, the involvement of the Bank and PBZ/ISP Group in topics related to ESG was further
intensified.

ESG remains at the center of attention both for the internal focus of the Bank and the
entire PBZ/ISP Group, as well as for regulatory expectations - which is expected to remain
for the next longer period of time. Bank has implemented major improvements in the area
of overall ESG management activities - they not only contribute to the formalization of ESG
activities within the regular business process, but also to better visibility and increased
awareness for the definition and implementation of high ESG standards and practices.

ESG Risk Managemnt Framework

In2023,theBankadoptedforthefirsttimeaninternaldocumentregulatingthe management
of ESG risks. The general framework for managing ESG risks is defined and formalized
within the Guidelines for the Management of Environmental, Social and Governance
Risks (ESG). These guidelines define the reference principles, roles and responsibilities
of corporate bodies and main corporate functions involved in ESG-related activities and
describe the macro-process for managing such risks. In addition to defining the general
ESG framework (established by the Bank’s ESG Guidelines explained above), an additional
significant improvement is the introduction of ESG and clearing of reputational risk in the
loan approval process, which is operational as of January 1, 2024. As of January 1, 2025, the
scope of clients subject to this process has been expanded to include all clients classified
as large legal entities.
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Inclusion of ESG in the RAF Framework

Parent Company defined the list of sensitive sectors of activities under the ESG
profile. List includes set of NACE sectors with a relevant socio-environmental risk profile
and which are subject to awareness-raising initiatives or pressure campaigns by specialized
non-government organizations, civil society groups and customers.

All of the listed sectors are characterized by high transition and/or reputational risk
in the context of ESG. For these relevant sectors ISP Group plans to set-up policies in
line with the EU Taxonomy and regulatory standards, to guide the ESG Governance
across the whole ISP Group, where ESG sensitive sectors shall be subject to restrictive
credit policies.

ISP Group integrates ESG in its Risk Appetite Statement. Considering the growing
importance of environmental and ethical themes and its impact on credit risk, since 2022,
ISP Group introduced specific monthly monitoring for the ESG indicator (Oil&Gas and Coal
Mining sectors). In addition, defined are also specific rules with respect to most significant
transactions process (specific clearing by ISP functions is required) for:

(a) coal mining sector - all counterparties belonging to those sectors are subject to
MST (most significant transactions) process without materiality threshold; implying
that every single loan request from coal mining sector must be sent to ISP for MST/ESG
clearing regardless exposure level;

(b) controversial counterparties and “top polluters” counterparties from the point of
view of CO2 emissions - defined is list counterparties estimated to have significant po-
tential impact on reputational risk and transactions with those clients are subject to MST
process without materiality threshold; implying that every single loan request with clients
identified as controversial counterparty/top polluter must be by default sent to ISP for
MST/ESG clearing regardless exposure level.

Group also defined specific requirements by which the conclusion of transactions with
clients from coal & mining sectors is fully forbidden for ISP subsidiaries.

In addition to above explained ISP Group initiatives, ISP BiH established as set of SOFT
ESG related limits which are prescribed within Risk Management Strategy and Credit Risk
Management Policy by ESG sensitive industries.

In accordance with the recommendation of the FBiH Banking Agency, the Bank has defined
a limit related to ESG risks within the RAF framework. Taking into account the Group's
methodology, the Bank defined the limit of exposure to ESG Orange Industries.
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5.2.Structure or organization of the risk management functions including its position
role and status in the organizational structure of the bank (continued)

Integration of ESG within ICAAP/ILAAP and Stress Testing Framework

As at 31 December 2025., the assessment of the potential impact of ESG risk factors on the
Bank’s risk exposure has been incorporated into the stress testing conducted within the
ICAAP and ILAAP. To meet regulatory expectations, the ICAAP/ILAAP stress scenario has
introduced specific events related to ESG, assuming the materialization of physical risks
(such as floods, earthquakes, and landslides) that affect credit, operational, and liquidity
risk exposure. The overall results of stress testing have been included and considered in the
capital planning process for the period 2026-2029, both from a normative and an economic
perspective. Finally, although the Bank has already achieved significant improvements
related to the proper inclusion of ESG (Environmental, Social, and Governance) risk factors
in overall business activities, further efforts are expected in the upcoming period.

A detailed review of the conducted activities and findings for controlled areas is
documented in the Risk Control Function Reports. These reports are regularly submitted
to the Bank’s Management and the Supervisory Board, who have assessed the work of the
control function as appropriate and more adequate. By a special internal act, roles and
responsibilities of the risk control function have been defined. The function is organized
into two organizational units: the Enterprise, Market & Financial Risks Office and the Credit
Risk Management Office.

Similarly, other control functions (such as compliance and internal audit) define their roles
and responsibilities through their own internal acts. Additionally, it is worth noting that
the Bank has established the Committee for Coordination of Internal Controls (OCIC) - a
permanent advisory body operating within the authority and responsibilities set by the
Bank’'s Management. The OKUK facilitates coordination and collaboration among various
control functions of the Bank, thereby enhancing the integration of risk management
processes.

5.3. COVERAGE AND CHARACTERISTICS OF THE RISK REPORTING SYSTEM AS WELL AS WAY OF MEASURING RISK

The Bank’s risk reporting system at all levels provides timely, accurate and sufficiently
detailed information necessary for business decisions and efficient risk management, for
safe and stable operations of the Bank. The Bank has established a system of reporting to
the regulator, the Bank’'s Management Board, the Supervisory Board, Risk Committe and
Sustainability, the Audit Committee and other relevant committees, which is based on the
principles of timeliness, accuracy and information.

The Risk Management Department prepares monthly reports on the Bank’s exposure to
individual types of risks, which are considered and adopted at regular ALCO meetings.
Also, on a quarterly basis, the Department prepares a comprehensive Risk Management
Report, which is considered and adopted at regular meetings of the Bank's Management
Board, Risk Committe and Sustainability, Audit Committee and the Bank’s Supervisory
Board.
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5.3. Coverage and characteristics of the risk reporting system as well as way of
measuring risk (continued)

The Risk Management Department, as a control function of risk management, prepares a
quarterly Report. The Risk Management Department report on the proposal of the Bank's
Management Board and the proposal / opinion of the Audit Committee and the Risk
Committee is adopted by the Bank’s Supervisory Board and submitted to the FBiH Banking
Agency in accordance with Article 40. of the Bank’s Internal Management System Decision.

The list of key reports and users of reports is provided in the following graph:
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5.3. Coverage and characteristics of the risk reporting system as well as way of
measuring risk (continued)

The Risk Management Department, as a control function of risk management, prepares
a quarterly Report. The report on the work of the Risk Management Department at
the proposal of the Bank's Management Board and the proposal / opinion of the Audit
Committee and the Risk Committe and Sustainability is adopted by the Bank’s Supervisory
Board and submitted to the FBiH Banking Agency in accordance with Article 40. of Decisions
on the internal management system in the bank.

The Bank has drafted and adopted a Code of Ethics which contains basic ethical principles
and rules of business conduct, which are based on the mission and values of the Bank,
ensuring honest and fair treatment of all employees, clients, business partners and
compliance with laws and regulations, other regulations and internal acts of the Bank. The
Code contributes to the rapid detection of situations that are contrary to the Bank's ethical
principles.

The Bank has channels through which employees can report suspected harmful and
undesirable behavior or conduct.

Completely anonymous registration is possible via e-mail address and telephone. Records
of conducted investigations into suspected harmful conduct are kept in the Department
of Internal Audit, which, together with the Department for the Prevention of Money
Laundering, the Department for Compliance, the Department for Cyber Security and the
BCM, is responsible for conducting investigations.

All employees are obliged to get acquainted, understand and harmonize their activities
with the Code of Ethics and other internal acts of the Bank. We are convinced that if all
employees carefully follow the principles and provisions of the Code, it will increase the
Bank’s work efficiency, strengthen its reputation and promote the development of strong
business relationships with clients and partners.

The Bank supports and encourages its employees, as well as business partners and clients,
to follow established ethical standards. Third parties who do certain business with the
Bank should have a good reputation and share the highest ethical business principles
established by the Code.

The Bank places significant emphasis on understanding and competencies of risk
management throughout the organization. Great emphasis is also placed on continuously
improving the culture of risk and awareness about it throughout the organization. The key
objective of the Bank's risk management is to comprehensively assess and monitor risks
throughout the Bank. A comprehensive approach to risk management is based on prudent
and reasonable conservative risk-taking orientations, considering relevant professional
criteria. At the same time, the Bank performs development activities in this area through
the development of methods and models for assessing, monitoring and determining
criteria for mitigating all relevant types of risks. The comprehensiveness and reliability of
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5.3. Coverage and characteristics of the risk reporting system as well as way of
measuring risk (continued)

the risk management system and the method of risk measurement is also based on the
work of individual committees specially created for the management of certain types of
risk:

The Bank’s Management Board Committees relevant to risk management are:

Credit Risk Governance Committee - The Credit Risk Governance Committee (CRGC)
is @ permanent decision-making and advisory committee whose mission is to ensure a
qualified and coordinated management of credit risk within the exercise of credit pre-
rogatives of the Bank in compliance with the applicable laws, ISP Group Regulations,
PBZ Group regulations and Intesa Sanpaolo Parent Company strategic decisions. The
Committee’s main responsibility is to define and update credit risk strategic guidelines
and credit management policies based on the constant credit portfolio monitoring.
Credit Committee (CC) - The Credit Committee (CC) is the highest permanent deci-
sion-making committee of the Bank regarding performing counterparties, whose main
responsibility consists in adopting credit decisions in line with the issued strategic
guidelines and credit policies, while acting within the credit prerogatives of the Bank
and in compliance with the applicable national regulations, internal acts of the Bank,
ISP and PBZ regulations/guidelines.
Problem Assets Committee - The Problem Assets Committee (PAC) is a permanent
decision-making committee of the Bank regarding risky and non-performing counter-
parties, whose main responsibility consists in taking the necessary measures in order
to prevent and mitigate credit losses connected with risky and deteriorated assets. The
Committee adopts the decisions referred to in the previous paragraph in compliance
with the applicable national regulations, internal acts of the Bank, and ISP/PBZ Group
regulations / guidelines.
Assets and Liabilities Management Committee (ALCO) - The Assets & Liabilities
Management Committee (ALCO) is a permanent decision-making and consultative
committee, focused on financial risks governance, on the active value management is-
sues, on the strategic and operative management of assets and liabilities and on finan-
cial and liability products governance in compliance with Intesa Sanpaolo/PBZ Parent
Companies guidelines, Bank's internal regulations, laws, rules and regulations set by
the competent Authorities. The Committee, acting within the limits of the delegations
and competences established by the competent Corporate Body, is dedicated to the
following areas:

- Financial Risk Governance and Assessment;

- Operative Management;

- Products Governance for financial and liability products.
The Operational Risk Committe and Sustainability (ORC) - The Operational Risk
Committe and Sustainability (ORC) is a permanent decision-making and advisory
committee whose mission is to ensure a qualified and competent management
of operational risk issues (ICT/cyber risk and security management inclusive), in
compliance with the applicable laws, ISP Group/PBZ Group regulations and internal
procedures
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5.3. Coverage and characteristics of the risk reporting system as well as way of
measuring risk (continued)

* Information Systems Management Committee (ISMC) - Information System
Management Committee (ISMC) is a permanent decision-making and advisory
committee, with a mission to ensure competent and coordinated information system
management in accordance with applicable laws, rules of the Group and strategic
decisions of the Parent Company. The main responsibility of this Committee is to
coordinate initiatives and monitor development activities of information system,
compliance of goals related to information system with business goals and bank’s
business strategy and other issues important for information system management.

* Internal Control Coordination Committee (ICCC) - The Internal Control Coordination
Committee is a permanent advisory committee, acting within the limits of the
delegations and competences established by the Management Board of the Bank,
with the aim to strengthen the coordination and the cooperation among the various
Bank’s control functions and the Reporting Officer, facilitating the integration of risk
management processes.

5.4. ADEQUACY ASSESSMENT OF THE ESTABLISHED RISK MANAGEMENT SYSTEM IN RELATION TO ITS RISK PROFILE,
BUSINESS POLICY AND STRATEGY

Risk management encompasses the organizational structure, rules, procedures and
resources for risk identification, risk measurement/assessment, stress testing, risk
controlling and risk monitoring, including risk appetite and risk profile, capital planning
and capital adequacy monitoring and reporting on the risks to which the Bank is exposed
or could be exposed in its operations, and implies establishment of appropriate corporate
governance and risk culture and includes the risk management process.

Corporate governance, in terms of risk management system, is established in the Articles
of Association and other internal acts of the Bank defining roles, tasks and responsibilities
of supervisory, governance bodies and senior management, internal control system and
control functions, organizational chart and tasks of individual organizational parts and
functions.

Risk culture includes general risk awareness at all levels of the Bank and its members,
as well as the attitude and behavior of employees towards and in relation to risk and risk
management.

Risk management process includes regular and timely identification, measurement/
assessment, stress testing, risk controlling and monitoring, as well as reporting on risks to
which the Bank is or may be exposed in its operations.

The risk management process includes capital adequacy planning and monitoring, clearly
defining and documenting risk profiles, and aligning of risk profiles with the risk appetite.
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5.4. Adequacy assessment of the established risk management system in relation to
its risk profile, business policy and strategy (continued)

Risk appetite, i.e. the level of risk that an organization is willing to accept, is the amount
or level of risk that the Bank deems acceptable to take in achieving business strategy and
objectives in the current and future environment, and is determined at the level of the
Bank. Risk appetite includes determining the intention to take risks as well as determining
risk tolerance in terms of determining the level of risk that the Bank deems acceptable,
and is defined by an internal system of limits in relation to the management of all material
forms of risk.

In accordance with the strategic goals defined in the Risk Management Strategy, the risks
taken in order to achieve business plans and goals are covered by an appropriately defined
risk management system. All business activities and related risks are in accordance with
the rules defined for risk management and defined limit structures.

Therefore, the coherence of the risk management strategy and the business strategy is
one of the key preconditions for carrying out regular activities. Compliance of positions
with defined exposure limits is monitored and reported on a regular basis, while on a semi-
annual basis a risk profile report is prepared which contains an overview of the Bank's risk
profile and analysis of exposure to the most significant risks.

The following rules apply when determining the risk profile:

+ The Bank analyzes the current relative importance of different types of risks and the
distribution of concentrations between individual types of risks, in order to provide a
framework for further progress towards the target risk profile;

+ Risks that are considered material are quantified or qualitatively assessed in order to
determine the overall current risk profile of the Bank;

+ The Bank identifies risks that are unacceptable given its experience and resources;

+ The Bank derives its target risk profile based on the current profile, business plans and
risk appetite;

+ Targeted risk profile forms the basis for determining consistent risk limits;

+ Targeted risk profile supports the capital planning and management process.

For the purpose of effective risk management and taking into account the need to reduce
conflicts of interest between risk takers, limit and control risk levels, as well as risk
management audit system, the Bank’s organizational structure was formed with special
attention to the necessary separation of functions and responsibilities between business
units. Banks, and in accordance with the principle of “3 lines of defense”.

+ Thefirst line of defense of the Bank in the process of risk management is represented

by organizational units that actively take risks. The goal of the first line of defense is to
ensure compliance with the risk limits established in the second line of defense.
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5.4. Adequacy assessment of the established risk management system in relation to
its risk profile, business policy and strategy (continued)

+ The Bank’s second line of defense primarily includes control functions, compliance
monitoring and risk management (including the organizational units that make it up).
The goal of the second line of defense is independence from the first line of control
and compliance with the established restrictions.

+ The third line of the Bank's defense is provided by the internal audit function. This
function plays a significant role in independently assessing risk management and
implementing risk control measures, as well as assessing the compliance of risk
management systems with internal and external requirements.

Through its internal acts, the Bank prescribes the manner of conduct and creates an
environment that seeks to ensure the adequacy of risk identification, measurement and
monitoring, and in accordance with regulatory requirements, the Bank's appetite for
risks and their acceptance. Regular review, updating and adoption of internal acts related
to risk taking and risk management ensures the application of the correct approach in
accordance with legal regulations and the Bank’s business strategy, while additionally
assessing the effectiveness of internal acts.

Every owner of acts in the field of risk taking and risk management is obliged to revise acts
within its competence at least once a year (if necessary and more often).

The established risk management system of the Bank is comprehensive and of satisfactory
quality, ensuring that all hierarchical levels are provided with adequate information in
order to make business decisions. All decisions related to risk management are discussed
and made at the levels of the Management Board and the Supervisory Board.

With the available capacities, the Bank strives to constantly improve its knowledge on risk
management through available trainings both on the local market and outside BiH.

5.5. RISK HEALTH POLICIES AND POLICIES (INFORMATION ON APPLIED CREDIT RISK REDUCTION TECHNIQUES) RISK
REDUCTION AS WELL AS WAYS USED BY THE BANK TO ENSURE AND MONITOR EFFICIENCY

Use of risk mitigation techniques

Given that the capital requirement for credit risk accounts for the largest share in the total
regulatory requirement and that credit risk is the key and most significant risk in a bank,
credit risk mitigation (CRM) techniques are presented below.

Use of credit risk mitigation techniques

Since the Bank applies a standardized approach when calculating credit risk-weighted
exposures, it uses credit risk mitigation techniques in accordance with the FBA Decision

on calculation of capital of a bank and its amendments for the purpose of calculating the
capital requirement for credit risk.
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5.5. Risk health policies and policies (information on applied credit risk reduction
techniques) risk reduction as well as ways used by the bank to ensure and monitor
efficiency (continued)

The methodology for calculation of credit risk-weighted exposures for the purposes of
calculatioin of the capital requirement for credit risk, the minimum criteria for recognition
of each individual collateral instrument, methods and frequency of the initial and
reevaluation of collateral instruments are prescribed by internal acts.

The correct application in the process of calculation of the capital requirement for credit
risk is ensured by control points integrated into the calculation process itself. Credit risk
mitigation techniques mean techniques that can be used to reduce the credit risk related
to an exposure.

The Bank shall include in the calculation of regulatory capital only those credit protection
instruments that satisfy all the requirements from the Decision, whereby the credit risk-
weighted exposure amount reduced due to the use of credit risk mitigation techniques
may not be higher than the credit risk-weighted exposure amount calculated for the same
placement - without the application of credit risk mitigation techniques.

To cover a single exposure, the Bank uses more than one type of credit protection at
the same time. In such cases when the standardised approach is applied, the amount
of exposure is subdivided into parts covered by one type of credit risk protection and
subsequently the capital requirements are calculated separately for each partinaccordance
with the provisions of Decision.

For the purpose of calculating credit risk-weighted exposure amounts (risk-weighed assets),
the Bank includes the impact of maturity mismatch occuring when the residual maturity of
the contracted credit protection is shorter than that of the protected exposure.

If there is a maturity mismatch, credit protection is not qualified as eligible protection in
the following situations and credit risk mitigation techniques are not used:

+ if the residual maturity of the credit protection is shorter than three months

+ if the agreed (original) maturity of the credit protection is shorter than one year.

According to the definitions from the Decision, for the purposes of the capital requirement
calculation for credit risk by standardized approach, the Bank may use the following types
of credit protection:

+ funded credit protection and

+ unfunded credit protection.

Basic types of funded credit protection instruments

+ cash deposits

+ debt securities according to the rating in accordance with the Decision listed on a
recognized stock exchange, shares listed on a recognized stock exchange.
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5.5. Risk health policies and policies (information on applied credit risk reduction
techniques) risk reduction as well as ways used by the bank to ensure and monitor
efficiency (continued)

Other funded credit protection

+ cash deposit with another creditor bank

+ life insurance policy® (the value of the policy is its repurchase value determined by the
insurance company issuing the insurance policy)

* Instruments issued by another bank to be repurchased by that bank upon request

In the case of other funded credit protection instruments, credit risk mitigation techniques
are used by application of the risk weight adjusted to the risk weight of the credit protection
provider to the secured part of the exposure.

Unfunded credit protection

Warranties and guarantees (irrevocable and at the first call) of eligible credit protection
providers:

central governments and central banks;

regional government units and local authorities;

multilateral development banks;

international organisations exposures to which a 0 % risk weight is assigned,;

public sector entities, claims having “central government” treatment;

institutions; and

other companies, including parent and associate companies of the credit institution,
provided that they have a credit rating according to the rules for weighting of exposures
to companies in accordance with the provisions of the Decision.

@ onN oo

The Bank mostly uses guarantees issued by the central government and local government
to secure placements, while the remaining part refers to multilateral development bank
guarantees. In the case of unfunded credit protection instruments, credit risk mitigation
techniques are used by applying the risk weight of unfunded credit protection provider is
applied to the secured part of the exposure.

The process of managing credit protection instruments aims at ensuring complete and
accurate records of credit protection instruments in the Bank’s books in order to provide
information on the coverage level of the loan portfolio (in full, or by individual segments)
by credit protection instruments, and to optimize their use.

The Bank has established a robust system for limiting credit exposures that takes into
account a number of risk factors, especially in the segment of housing loans and available
collateral instruments in such a way as to enable lending only in cases where loans are
appropriately covered by residential real estates. In this regard, the Bank projects the
collateral coverage ratio for placements (LTV) through a very important indicator of
risk mitigation, at the same time, directly managing the risk of default through already
adequate lending standards.

9 At present, the Bank does not use life insurance policies as CRM. The Bank shall start using them once the technical requirements have been met
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5.6. BRIEF DESCRIPTION OF THE RELATIONSHIP BETWEEN THE BANK'S RISK PROFILE AND ITS BUSINESS STRATEGY AS
WELL AS A SUMMARY OF THE BANK'S KEY BUSINESS INDICATORS RELATED TO THE RISK MANAGEMENT AND THEIR
VALUES, ON THE BASIS OF WHICH INTERESTED PARTICIPANTS IN THE FINANCIAL MARKET CAN EVALUATE THE RISK
MANAGEMENT OF THE BANK AS WELL AS THE WAY TOLERANCE TO RISKS INCLUDED IN THE RISK MANAGEMENT
SYSTEM

The Bank's strategy is aimed at ensuring sustainable growth for all participants with
whom it has business relations. The Bank is on the path to growth by ensuring sustainable
results, preserving financial strength and capital stability, based on long-term customer
relationships. The Bank aims to increase profitability and efficiency, while maintaining a low
risk profile, which results from the creation of solid revenues, efficient cost management
and dynamic risk management.

The risk strategy includes key principles for ensuring consistent adequacy of the Bank's
total capital and liquidity, as well as adequate protection by full integration of risk
management into business activities, strategic planning throughout the organization and
business development in accordance with defined risk appetite.

It ensures the financial stability of the Bank, while reducing the impact of potential financial
losses caused by risks that the Bank has accepted in accordance with the Bank’s Financial
Plan and Capital Plan.

The Financial Plan and the Capital Plan must be agreed with the Risk Management
Department to ensure that the appetites and objectives of the business segments do not
exceed the level of capital that can cover the risks posed by these objectives, ensuring
adequate capacity of the Bank's resources for long-term risk. The risk management
strategy is in line with the planned portfolio movements and the expected macroeconomic
trends described in the Bank’s Financial Plan.

Review of key risk indicators as of 31, December 2025. are shown in the table below:

Table 14

Indicators Asof 31.12.2025
Regulatory capital adequacy ratio 17.92% o
Common equity Tier 1 (CET1) capital ratio 17.92% o
Core Capital Ratio (Tier 1) 17.92% o
Leverage Ratio 10.24% o
Liquidity coverage ratio (LCR) 194.98% 4
Net Stable Funding Ratio (NSFR) 150.25% 4
Loan to deposite ratio 78.12% o
Sensitivity of net interest income (EVE) in EUR milion 11.35% 4
NPL Coverage ratio 3.46% 4
Gross NPL growth rate (% YoY) 71.02% o
Change of economic value of banking book -22.84% o
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5.6. Brief description of the relationship between the Bank’s risk profile and its
business strategy as well as a summary of the Bank’s key business indicators
related to the risk management and their values, on the basis of which interested
participants in the financial market can evaluate the risk management of the
Bank as well as the way tolerance to risks included in the risk management system
(continued)

Finally, looking at the 2025. fiscal year, we can conclude the following:

There were no significant changes in the overall risk profile. Credit risk remains the
most significant risk in the coming period, taking into account that the credit portfolio
makes up the largest part of the Bank’s total assets and considering the uncertainty
of the future development of the global geopolitical situation. As an integral part of
credit risk, the Bank has recognized a relatively significant exposure to concentration
risk, and calculates capital requirements taking into account individual and sectoral
concentration.

Items sensitive to the risk of interest rate changes make up the largest part of total
assets and total liabilities, and thus make up the largest part of the balance sheet of
ISP BiH that is subject to interest rate risk. Taking into account significant interest rate
fluctuations and uncertain future interest rate movements, despite the fact that the
Bank reacts to changes in a timely manner, actively reviews and adjusts the principles
of interest rate risk management, it is still important to carefully manage interest rate
risk. The exposure is fully in accordance with the regulatory limits, so during 2025 there
were no regulatory limits exceeded, but it is the subject of monitoring by the relevant
function. Therefore, it isimportant to continue to carefully monitor and manage interest
rate risk. During 2026, the Bank will treat this risk as highly significant, taking into
account the levels of acceptable appetite, exposure, but also the challenges related to
risk management possibilities. Although the Bank has been operating successfully for
more than 15 years, the Bank strategic risk, considers significant and calculates capital
requirements for them. Also, in a situation of global crisis, reputational risk is one of the
key factors of stability, so the internal capital requirement is calculated for it as well.
The Bank is well capitalized: regulatory capital and available internal capital mostly
consist of capital components (Tier I), which is generally considered the highest quality
capital;

Monitoring and reporting activities did not establish serious violations of internal
policies and rules;

The Bank was in compliance with all key strategic limits.

Strana 60 od 103



| INTESA SNNPAOLO BANKA

Bosna | Hercegovina

5.DATAAND INFORMATION RELATING TO THE BANK'S RISK MANAGEMENT STRATEGY,
GOALS AND POLICIES (continued)

5.7. DESCRIPTION OF THE REPORTING TO THE SUPERVISORY BOARD AND MANAGEMENT BORD ESPECIALLY
FREQUENCY, SCOPE, AND MANNER OF INCLUSION OF THE SUPERVISORY BOARD AND THE BANK'S MANAGEMENT
BOARD IN DETERMINING THE CONTENT

To include adequately the top management and other relevant functions in the risk
management system, a reporting system has been established that enables efficient and
timely informing of the stakeholders about risk exposure, potential tools for risk mitigation
and their effect.

The reports presented to the Bank's management bodies and the Risk Committe and
Sustainability enable enable raising of awareness on the risk areas in the Bank, exchange
of views and discussion of all relevant stakeholders in the risk management system. They
are continuously improved in terms of contents and quality of the presented data. The
process, stakeholders and their roles are defined by internal rules.

Reports on developments related to internal losses, changes in the risk level in processes
where risk indicators have been established, developments of capital requirements,
initiatives taken to mitigate risk, risk appetite and strategically relevant topics are submitted
to the Bank's management bodies, the Risk Committe and Sustainability and to the owners
of processes/ business units.

Depending on the type and recipient of the report, reporting is carried out on a daily,
monthly, quarterly, semi-annual and annual basis.

Reports of control functions are prepared and presented in person on a quarterly, annual
and semi-annual basis, and include an overview of the most important facts identified
during inspections, illegalities and irregularities, and shortcomings and weaknesses
identified during inspections, as well as proposals, recommendations and deadlines for
eliminating illegalities, shortcomings and weaknesses. The reports are submitted to the
Audit Committee / Risk Committe and Sustainability and the Bank’s Supervisory Board
for consideration, informing the Bank’s Management Board for timely and efficient
implementation of recommendations for eliminating illegalities, irregularities, deficiencies
and weaknesses identified during previous inspections. The Bank's Supervisory Board
adopts reports on control functions, and on the proposal of the Bank’s Management Board
and on the proposal / opinion of the Audit Committee / Risk Committee.

5.8 GENERAL FRAMEWORK OF THE INTERNAL CONTROL SYSTEM AND MANNER OF ORGANIZATION OF CONTROL
FUNCTIONS

The internal control system and the way of organizing control functions

The internal control system is a system of processes and activities established to adequately
control the risk, monitor the efficiency and effectiveness of the Bank’s operations, the
reliability of its financial and other information and compliance with regulations, internal
enactments, standards and codes to ensure stability of the Bank’s operations. Considering
the size and complexity of the Bank's organizational structure and the scope and
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complexity of its operations, the internal control system has been developed and adapted
to optimally support and monitor the regular flow of business activities, as well as certain
specific situations that may arise. In organizing the internal control system, the Bank is
guided by the following principles. In organizing the internal control system, the Bank took
care to establish a system that insures:

implementation of an efficient system of internal controls in all areas of business;
establishment of independent control functions of the Bank;

that no person employed by the Bank may be in a position to make significant mistakes
or commit violations established by law, other regulations and internal acts of the
Bank, which would not be disclosed in the short term;

adequate organizational structure;

adequate control activities and division of powers and responsibilities;

adequate internal controls integrated into the bank’s business processes and activities;
adequate administrative and accounting procedures;

establishment of appropriate procedures for protection of bank assets;

effective protection of the bank from abuse and criminal activities (money laundering,
terrorist financing, robbery, etc.);

calculation and review of capital requirements for risks in accordance with relevant
regulations;

calculation and review of the risk capital requirements under the provisions of the
Decision on the Calculation of Bank Capital;

identification and monitoring of large exposures, as well as alignment of large exposures
with regulations governing this area;

conclusion of transactions with persons in a special relationship with the bank and
reporting system and oversight procedures for conclusion of transactions with persons
in a special relationship with the bank;

accounting controls and keeping of the accounts, other business documentation
and records, asset and liability valuation and preparation, disclosure and delivery
of financial statements which must be kept in accordance with all prescribed and
established accounting and banking principles, as well as international standards;

a process which ensures timely, true and accurate public disclosure of the bank’s data
and information;

accuracy verification procedure for data and information required for the supervision
on a consolidated basis;

organizational and technical controls of access to the bank’s assets and utilization of
access rights;

management, logical and physical controls in the information system;

reporting to the supervisory authorities and other authorities and

an assessment of the effects of outsourcing of business activities on the bank’s internal
controls systems.
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The Bank established and implemented an effective internal control system in all areas of
business operations covering at least:

« an adequate organizational structure,

+ adequate control activities and division of the authorities and responsibilities,

+ adequate internal controls integrated in the bank’s business processes and activities,

+ adequate administrative and accounting procedures,

+ establishment of appropriate procedures for the protection of the bank’s assets,

+ establishment of the bank’s control functions,

+ efficient protection of the bank against misuses and criminal actions (money laundering,
terrorism financing, robbery, etc.).

The Bank established and implements effective internal control systems in all areas of
business operations and established three control functions:

+ Risk Control Function

+ Compliance Control Function

+ Internal Audit Function.

An individual control function cannot be organized within another control function. These
functions are independent of the Bank's business activities and are independent of each
other. Each function independently and directly reports to persons and/or bodies in
accordance with the laws, regulations and internal enactments of the Bank and the Parent
Company.

During 2025., within the control functions of the internal audit, compliance and the risk
control function, there was no change of manager.

Internal Audit Function

The Bank organized its Internal Audit function as a separate organizational unit, functionally
and organizationally independent from other activities it audits as well as from other
organizational units in the Bank. The Bank’s Internal Audit function is performed by the
Internal Audit Department. Internal audit is an independent and objective guarantee
and consulting activity guided by the philosophy of added value with the intention of
improving the organization’s operations. It assists the organization in meeting its objectives
by introducing a systematic and disciplined approach to assessing and improving the
effectiveness of risk management, control and corporate governance.

The vision of Internal Audit is to be a highly effective function of Internal Audit that meets
the expectations of its stakeholders and adheres to Global International Audit Standards,
which will enable it to be a business partner and reliable consultant recognized as a driving
force of management culture, responsibility, compliance and execution that helps achieve
the organization’s goals.
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The purpose of Internal Audit is to perform the third level of control, monitoring the
correctness of business activities through direct supervision and risk management
process. Internal audit assesses the comprehensiveness, adequacy, functionality and
reliability of the organizational structure and other components of the internal control
system, informing corporate bodies of any possible improvements. Based on the results
of the conducted controls, it makes recommendations to corporate bodies. Internal audit
specifically assesses the risk management process and the management of corporate
processes, including the ability to identify and present errors and irregularities. In this
context, it also revises the control functions for risk monitoring and regulatory compliance.
The evaluation of the internal control system resulting from the performed inspections
is periodically transferred to the Audit Committee, the Supervisory Board and the
Management Board.

Internal audit is also responsible for assessing the effectiveness of the RAF (Risk Appetite
Framework) sharing and implementation process, the internal coherence of the overall
model, and RAF-compliant operations. Internal audit oversees the process of measuring,
managing and controlling operational and credit risk exposures, and conducts self-
assessment activities for the ICAAP (Internal Capital Adequacy Assessment Process).

Compliance Control Function
The Bank’s compliance control function is performed within the Compliance and Anti-
Money Laundering Department.

The compliance control function ensures the compliance of the Bank as financial
institution with regulations, standards and codes, and internal enactments. The Bank
establishes a permanent and effective compliance function that is independent and
functionally separated from business processes and activities in which the risk of non-
compliance arises and which is monitored, controlled, supervised and evaluated by this
function. Independence and objectivity of compliance control function is ensured through
the independence in performing this function in relation to other activities within the Bank.
The Head of the Compliance and Anti-Money Laundering and the employees participating
in the implementation of the activities of the compliance function must not be placed
in a position of actual or potential conflict of interest between their responsibilities for
the implementation of the activities of the compliance monitoring function and any other
responsibilities.

The compliance function guarantees the existence of the rules, procedures and operating
practices, preventive and control measures relating to operations on financial markets of
the Bank and customers, which efficiently prevent the breach or violation of applicable
regulations in the area of all Bank’s business activities, including also the area of investment
and ancillary services, conflict of interest, consumer protection and consumer crediting,
transparency, payment systems, safety and health at work, personal data protection, as
well as regulations in the area of environmental protection.

Strana 64 od 103



| INTESA SNNPAOLO BANKA

Bosna | Hercegovina

5.DATAAND INFORMATION RELATING TO THE BANK'S RISK MANAGEMENT STRATEGY,
GOALS AND POLICIES (continued)

5.8. General framework of the internal control system and manner of organization
of control functions (continued)

The Compliance Policy defines the management model of compliance risk with rules,
including conductrisks, of the Bank, outlining the general principles and specifying the roles
and responsibilities of the Bank’s Bodies and structures involved, the compliance macro-
processes aimed at the correct identification, assessment and management of these risks
and the governance models of the Bank. The Policy also regulates the compliance profiles
related to Environmental, Social and Governance issues (so called ESG factors).

The Bank’s Supervisory Board ensures the conditions for the establishment of an effective
compliance monitoring function in the Bank and supervises its functioning, which includes
the adoption of annual work plans of the compliance monitoring function and the adoption
of quarterly, half-yearly and annual reports.

The Head of Compliance and Anti-Money Laundering Department Office is appointed
and relieved of duty by the Bank’s Supervisory Board. The Head of Compliance and Anti-
Money Laundering control function reports directly to the Supervisory Board and Audit
Committee, and quarterly participates at their meetings.

In order to insure the appropriate implementation of the compliance function the
Compliance and Anti-Money Laundering Department is responsible for functional aspects
of the implementation of the compliance function and within the ownrole and responsibility
it primarily performs the following duties:

* monitoring compliance of Bank's operations with Law on Banks of FBiH, Law on Banks
of Republika Srpska, regulations of the Banking Agency of FBiH, the Banking Agency of
Republika Srpska and other applicable laws and regulations in Bosnia and Herzegovina,
standards of prudent banking operations, procedures on anti-money laundering and
terrorism financing, as well as with other acts defining Bank's operations;

+ identifying omissions and risk assessment as consequences of non-compliance
of Bank’s operations with law and other regulations, especially in terms of risk of
implementing supervisory measures and sanctions of the Agency and other competent
bodies, financial losses, as well as reputational risk and in case of significance of this
risk it should be included in the ICAAP

+ advising the Bank's Management Board and other responsible persons on how to apply
relevantlaws, standardsandrules, including also the information on current affairs from
those fields, provide advice and support to the other structures of the Bank regarding
all the issues relating to the compliance risk. The advisory and supporting service
rendered by the Compliance and Anti-Money Laundering Department subrelates to
efficient harmonization of corporate processes and activities, and supplemented with
legal opinions provided by the Legal Department;

+ assesses the effects of changes in relevant regulations on the Bank's operation and
proposes organizational and procedural changes for insuring adequate compliance
risk management in the cooperation with the HR and Organization Department and,
regarding to legal aspects, with the Legal Department;

+ checks the compliance of new products or new procedures with relevant laws and
regulations and with changes in regulations, using the interpretation of laws and
regulation provided by the Legal Department;
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+ advisory tasks in the area of preparation of educational programs for the employees
relating to the areas relevant for the compliance function;

* prepares the new internal regulations™ and reports, monitors the implementation
of the decisions/conclusions of the Bank’s bodies in the area of compliance function,
assesses the compliance risk level when the compliance risk has been detected;

* monitoring the compliance of ICAAP/ILAAP with legal regulations, sub-legal acts and
other regulations and standards of prudent banking operations, as well as with Bank’s
internal acts, identifying omissions and assessing risks resulting from non-compliance,
and assesses effects of amended relevant regulations on the Bank’s operations and
similar;

+ to carry out the analysis of the compliance of the remuneration policy’ with the laws,
by-laws and other acts of the Agency, as well as the internal policies and risk culture
of the Bank and to report on the findings to the Bank’s bodies and to participate in the
procedure of determining the risk takers in accordance with their role.

Compliance and Anti-Money Laundering Department directly performs all tasks assigned
to the compliance function by the current legislation, with reference to the regulatory
contexts deemed by the Regulatory Authorities to be most significant or for which it has in
any case been considered necessary to have a centralized compliance risk management,
consistent with the recommendations of the professional associations and market best
practices, and for those regulatory contexts without a corporate function appointed for its
governance.

In this view, the Compliance and Anti-Money Laundering Department is authorized
specially to take the following activities:

+ identifies and assesses compliance risk on an annual level to which the Bank is exposed
and defines the time frame for interventions for the purpose of removing criticalities
(including policies and procedures and their application or implementation) arising
from the existing work processes and defines the method of activity management with
the goal of preventing the generation of new compliance risk. The Management Board,
Audit Committee and Supervisory Board are notified on the results and findings of the
annual risk assessment in accordance with Parent bank’s methodology;

+ preparesthe annual compliance function work plan, adopted by the Supervisory Board;

+ insures timely preparations for comprehensive semi-annual report on the compliance
function which are submitted to the Bank's Management Board, Audit Committee and
Supervisory Board and participates in the work of these bodies;

+ insures prompt preparations of quarterly report on the compliance function activities
which are submitted to the Bank's Management Board, Audit Committee and
Supervisory Board;

+ coordinates the activities related to the implementation of Parent bank’s regulations
and at the same time play the role of the essential communication channel between
the Bank and Parent bank;

10 Internal regulations regulating the areas falling within the responsibility of the Compliance and Anti-Money Laundering Department pursuant to
its Business model
11 Local act 'Remuneration and Incentice Policies’
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* manages the situations which represent or might represent conflict of interest in such
a way as it defines the method of solving;

* manages the relations with regulatory and supervisory bodies regarding to the issues
from the compliance function domain in such a way as it coordinates the replies to the
requirements sent by the responsible bodies to the Bank;

*  manages the non-compliance events in such a way that it offers assistance and
cooperation to the organizational units, which ensures identification and taking
necessary interventions to overcome every organizational or procedural malfunction;

+ checks the coherence of the Bank’s remuneration system, under the support of the HR
and Organization Department, with special emphasis on wages and rewards, for the
purpose of harmonization with the rules, code of ethics and code of conduct applicable
on the Bank.

The role of the Compliance and Anti-Money Laundering Department, as the holder of
the compliance function, in relation to relevant legislative framework for appraisal and
management of compliance risk, is to define the guidelines and methodological rules, to
coordinate the initiatives regarding the alignment process with aim to determine priorities
pertaining to specific risk events, checking the efficiency of the implementation by other
organizational units of the Bank and production of adequate reports for the competent
bodies of the Bank and/or Parent bank. During the implementation of the above activities,
the compliance control function will pay special attention to the impact of changes in
relevant regulations to the Bank capital as the key determinant of stability.

The compliance monitoring function performs all prescribed activities in accordance with
the positive legislation, the regulations of the Parent Company, as well as the internal
enactments of the Bank. In view of the complexity and diversity of the Bank’s operational
aspects and organization, all organizational units of the Bank are actively involved in
carrying out the compliance monitoring function, while the Compliance and Anti-Money
Laundering Department is the holder of the compliance control function. Employees
of the Bank are obliged to provide persons employed in Compliance and Anti-Money
Laundering Department with access to all documentation in their possession and to
provide all necessary information more detailed roles and responsibilities of holders
and other participants in the implementation of the compliance function are defined by
the Compliance Policy and Operating rules for managing compliance macro-processes
(Compliance Rulebook).

Risk control function

The risk control function is organized within the Risk Management and Control Division,
specifucally, within the Risk Management Department. The risk control function defines and
assesses adequacy of the risk management system and monitors the overall risk exposure.
The objective of the Bank’s risk control function is continuous work on establishing and
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improving of a comprehensive and effective risk control and management system, which
is proportional to the nature, scope and complexity of services provided by the Bank and
harmonized with the Bank’s and PBZ Group's risk profile, taking into account the regulatory
requirements of the Banking Agency of FBiH and PBZ Group guidelines.

Key roles and responsibilities of the risk control function are:

proposing to the Bank's Management Board the adoption of the General Rules for Risk
Management and the Rulebook for Risk Management (including the Internal Capital
Adequacy Assessment Process - ICAAP and Liquidity Adequacy ILAAP);
proposingtothe Bank's ManagementBoardthe adoption of methodologies, instructions
that prescribe in great detail the identification and measurement/ assessment of risks,
stress testing, risk management, monitoring and reporting on risks in the field of risk
management;

proposing to the Bank's Management Board the adoption of approach used for the
capital adequacy calculationf;

adoption of rules, instructions and methodologies for planning, calculation and control
of capital adequacy and liquidity adequacy (according to the regulator and internally);
proposing to the Bank's Management Board the risk management strategy and risk
management policies and rules;

proposing to the Bank's Management Board decisions on exposure limits in accordance
with the risk management strategy and risk management policies;

proposing to the Bank's Management Board risk control activities in accordance with
the risk management strategy and policies;

proposing to the Bank's Management Board the integration of risk management into
day-to-day operations, and in particular into business decision-making;

conducting risk identification, risk measurement/assessment and stress test activities;
risk analysis (including also the risks of new products or new markets);

participation in the calculation of capital adequacy and liquidity;

monitoring of risk exposure, risk profile and capital adequacy, including monitoring of
the risk limit structure;

checking the application and effectiveness of risk management methods and
procedures;

examination and evaluation of adequacy and effectiveness of internal controls in the
risk management process;

reporting on risks, capital adequacy and liquidity to the Bank’s senior management,
member of the Bank's Management Board responsible for the risk control, the Bank's
Management Board, the Bank's Supervisory Board, the Bank's Credit Risk Management
Committee, the Bank’s Financial Risk Management Committee, the Bank’s Internal
Audit Department, the Bank’s Audit Committee and, if necessary, other functions and
organizational units of the Bank;

reporting to Privredna Banka Zagreb d.d. on risks, capital adequacy and liquidity;
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* proposing to the Bank's Management Board the annual work plan of the Bank’s risk
control function and adoption of operational activity plans based on the annual work
plan of the Bank’s risk control function;

* reporting on activities of the Bank’s control risk function to the Bank's Management
Board, the Bank’s Audit Committee and Supervisory Board;

+ control performacne as defined by the Work Plan of the Bank's risk control function.

In addition to the above activities, the Bank's risk control function performs all stipulated
activities in accordance with the applicable regulations, Privredna Banka Zagreb d.d.
requirements as well as the Bank’s internal rules and regulations.

In 2025., regular activities of the risk control function were carried out according to the
plan and prescribed relevant internal regulations. A detailed overview of the implemented
activities as well as the findings for the controlled areas are documented in the Reports on
the risk control function operation.

Therisk control function reports are submitted on aregular basis to the Bank’'s Management
Board, which assessed that the operation of the control function was adequate, i.e. more
than adequate.In addition to the Bank's Management Board, the risk control function also
reports directly to the Bank’s Supervisory Board. Reports of the risk control function are
regularly submitted to the Risk Committe and Sustainability and the Audit Committee.

5.9. GUIDELINES FOR RISK MANAGEMENT RELATED TO CLIMATE CHANGE AND ENVIRONMENTAL RISK

According to the Guidelines for the management of climate-related and environmental
risks, issued by the Banking Agency of FBiH, the Bank hereby issues the following data:

The manner of assessment, methods, definitions and criteria to assess significance
related to climate-related and environmental risks /Methods, definitions and
criteria to determine significance of such risks

Risk Identification is one of the key risk management processes and the key Internal
Capital Adequacy Assessment Process (ICAAP), where Intesa Sanpaolo Banka d.d Bosna i
Hercegovina determines risks it is exposed or could be exposed to. The determined risks
are classified in one of the following categories of significance - high, medium and low, and
the risk treatment is defined in line with such classification.

Environmental, Social and Governance (ESG) risks in ISP BiH Bank represent a
probability of loss or additional costs or loss of planned income or loss of reputation of a
financial institution due to negative effect of present or future ESG factors to counterparties
and their assets.
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Risk assessment of the ESG Factors in line with the relevant regulations is included in
each separately identified risk (credit risk, operational risk, reputational risk, market risk,
liquidity risk), and not as a separate risk sub-category within the regulatory risk category
- other risks.

The Banking Agency of Federation of Bosnia and Herzegovina issued the Guidelines for the
management of climate-related and environmental risks, defining its expectations and it
set the plan for the banks to comply with the Guidelines. The plan for compliance with the
Guidelines provided for the creation of a materiality assessment that includes:

+ |dentification of risk drivers,
* ldentification of exposure and
+ Determination of materiality.

In line with the Plan, Intesa Sanpaolo Banka Bosna i Hercegovina prepared the materiality
assessment which was updated on 31 December 2024. whose results are presented below.

Key Risk Drivers identified for Intesa Sanpaolo Banka Bosna i Hercegovina

In order to identify geographical areas prone to specific climatic hazards, Intesa Sanpaolo
Banka BiH used publicly available sources such as: Flood and landslide risk assessments for
the housing sectorin Bosnia and Herzegovina, data and analyses of official state institutions,
climatological analyzes of the World Bank and the Federal Hydro-Meteorological Institute
and other relevant sources. For assessment purposes, the Bank has considered only
risks that are relevant in terms of the environment in which it operates and the potential
exposure of its portfolio.

Therefore, the risk was assessed for the following risk drivers: floods, landslides,
earthquakes, forest fires, heat waves and droughts.

Key risk drivers identified for BiH*
FLOODS
High damage, Very high probability of occurrence

LAMNDSLIDE
High damage, Very high probability of occurrence

EARTHQUAKE
Very high damage, Low probability of occurrence

FOREST FIRES
Moderate damage, Very high probability of occurrence

HEAT WAVES
Low damage, moderate probability of occurrence

DROUGHTS
Low damage, moderate probability of occurrence

*cource: Assessment of Bosnia and Herzegovina's
vulnerabilfty from natural or other accidents
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Based on the publicly available analyses and assessments of the risk of floods and
landslides in Bosnia and Herzegovina, the collateral (real estate), exposure portfolio and
deposits of LE and Pl in Intesa Sanpaolo Banka BiH were analysed, taking into account the
location of the real estate, i.e. the address of the headquarters, i.e. the residence of the
customers in relation to the risk of flooding and landslides in municipalities in Bosnia and
Herzegovina.

In accordance with the flood and landslide risk assessment, for municipalities with a high
risk of flooding, the portfolio was weighted by the above-mentioned segments (real estate,
exposure, deposits) using the percentage of the potential flood area, i.e. the area prone
to landslides in relation to the total area of the municipality, and such weighted exposure
amount was taken as potentially high risk exposure.

The earthquakes belong to the group of natural risks that cannot be predicted, and could
occur at any time with certain probability. Earthquakes generally manifest as ground
shaking due to the sudden release of energy stored in the Earth’s crust. The territory of
BiH belongs to a relatively seismically active zone. Although devastating earthquakes are
a relatively rare phenomenon in the territory of Bosnia and Herzegovina, they represent
a significant physical risk due to the potentially large damage they can cause. Based
on the available data, identified were the parts of Bosnia and Herzegovina exposed to
the highest Probability of earthquake occurrence with horizontal ground acceleration
values greater than 0.2 - which corresponds to the category of “strong shaking” (V1) of the
Modified Mercalli scale. For the purposes of this risk assessment, in order to assess the
likely impact and scope of the potential earthquake on the Bank’s real estate (collateral),
areas with high risk were identified on publicly available seismic maps and supported by
reports “Assessment of the vulnerability of Bosnia and Herzegovina from natural or other
accidents” and “Typology of residential buildings of Bosnia and Herzegovina”. The scenario
assumes that the greatest risk of damage in the event of earthquakes is on older buildings
built before 1970's, i.e. in the period before strict construction standards in the seismically
active areas (1970). Forest fires pose a great danger to forests and forest land, populated
areas and human lives.

Forest fires cause enormous damage to human health, flora and fauna, and affect the
climate and the economy. Forest fires are a global environmental and economic problem.
All Balkan countries, including Bosnia and Herzegovina, are regularly affected by fires in
warm and dry periods of the year, especially between May and September when the largest
number of fires are registered. In terms of forest coverage, Bosnia and Herzegovina is one
of the most forested countries in Europe. The land area of Bosnia and Herzegovina is about
51,200 km2. About 27,000 km2 or 48.3% of the territory is covered by forests and forest
lands. Based on the available data of the Study “Extinguishing forest fires in Bosnia and
Herzegovina”, identified were the parts of Bosnia and Herzegovina exposed to the greatest
risk of fire (fire zones). Based on the aforementioned Study, identified were customers
which operate in the agricultural, wood and forest industry, assessed as industries with a
high risk of forest fires.
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The drought and an average air temperature increase have effect on the existing yields
and decrease the capacity of drinking water sources. A drought is a natural phenomenon
that is observed from the perspective of the country in the Climatological Analysis of 2022.

The Climatological Analysis of 2022 mostly classified the precipitation conditions in Bosnia
and Herzegovina into the categories of extremely dry, very dry and dry. However, as is
the case with heat waves, it is assumed in a drought scenarion that agriculture, food and
beverage industries would be primarily affected. Due to climate changes, heat waves are
occurring more often than before, so the frequency of heat waves is steadily increasing,
from an average of two heat waves per year during the 1960s to six per year during the
2010s and 2020s. Therefore, the estimated scenario assumes that the heat wave will
seriously affect the entire country, focusing primarily on the sectors of agriculture, food
and beverages, and electricity production in hydroelectric power plants primarily due to
the risk of reduced production capabilities. Impacts on the tourism industry can also be
expected in relation to exposure to customers associated with winter tourism, i.e. the
construction of hotels in the mountains.

Considering the predicted temperature increases and extended hot seasons, it is expected
that the effects of climate change will create unusually warm winters on the BiH mountains,
which may affect visitors, and especially hotel tourism.

Method of determining total and one’s own GHG (Green House Gases) financing

For the purposes of calculating its own green house gases, the bank will create its own
calculator of the total green house gas emissions produced at its headquarters and
branches, and if possible, also of the carbon footprint of its employees (for their business
activities).

Green house gas emissions are categorized into three groups, to enable the bank to
understand and manage its carbon footprint.

Scope | - are direct emissions from sources that are owned or controlled by the bank.
These emissions are under the direct control of the bank and occur on the spot, such as
emissions from the burning of fossil fuels, oil, natural gas, the use of bank vehicles and
other.

Scope Il - are indirect emissions from products of purchased electricity, heating, cooling,
etc. Such emissions are caused by the production of energy consumed by the organization,
but such energy is produced at a source not controlled by the organization (emissions
of electricity purchased from the electricity network, emissions of heat or cooling from
remote energy systems, emissions from steam, etc.).

Scope Il - other indirect emissions that occur in the bank’s value chain, not included
in scope | and Il (eg business trips, employees commuting, purchased services, waste
disposal).
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The Methodology for calculating GHG emissions and emission factors used by the bank
must be in line with the EIB Project carbon footprint methodology and the GHG Protocol.

The carbon calculator and the used methodology must be approved by a partner such
as a credible university or international organization with experience in environmental
protection, other state institutions authorized for metrology, international certification
groupsand an expertwho excelsin knowledge of carbon footprint calculation methodology.

For the financing of GHG (Green House Gases), in line with the principle of proportionality,
the bank will perform a sector analysis (based on available public data) related to the main
exposures of the portfolio.

The bank will also undertake activities to reduce the carbon footprint through reforestation
initiatives, and other initiatives that contribute to reducing the bank’s carbon footprint
(working from home and other).

The established goals related to climate change and environmentally sustainable
goals, and information on how it contributes to the said goals

Intesa Sanpaolo Banka Bosna i Hercegovina focused in 2025. on environmental, social
and governance (ESG) activities, all with the aim to meet the increasing requirements
for banks, imposed by the regulatory bodies and the market itself. The European Union
implements the ESG criteria through the European Central Bank by adoption of a number
of directives that are in turn being assumed and implemented by the entity-level banking
agencies in Bosnia and Herzegovina. Thus, in 2023, the FBiH Banking Agency (FBA) has
adopted its first ESG related official document titled “Guidelines for the management of
climate-related and environmental risks”, instructing the banks in FBiH how to establish,
measure, manage and control the climate-related and environmental risks, and to disclose
data thereof.

In 2025. he Bank has realised several activities aimed at implementing the ESG principles
and at positioning itself as a responsible financial intermediary amidst growing global
challenges including mitigating climate change and reducing harmful environmental
impacts, empowering marginalised communities, informal sector inclusion, ensuring
gender equity, and working towards more accountability through transparent reporting.

The Bank pays particular attention to compliance with the Guidelines for the Management
of Risks Related to Climate Change and Environmental Risks in the context of collateral
valuation, as climate and environmental risks may affect the value of collateral.

In this regard, when collateral is valued by an authorized independent valuer, the existence

of an energy certificate, its rating or energy class, and the associated risks are considered
in detail in order to assess the potential impact on the value of the collateral.
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5.9. Guidelines for risk management related to climate change and environmental
risk (continued)

Based on the identified needs, the Bank has accepted its role in environmental protection
and social responsibility and accordingly adapted and expanded its product offer with green
loans in Retail and Corporate segments, thus following the Parent Company guidelines.

In order toimplement ESG principles of business, the Bank signed a cooperation agreement
with UNDP Bosnia and Herzegovina on general cooperation in the field of application of
ESG principles, as well as Green Transition for SMEs.

The Bank has also established cooperation with government organizations, through
cooperation with the City of Sarajevo. The Bank participates in Net Zero Mission Cities,
through cooperation with the European Delegation to BiH, Sarajevo Canton, and the City
of Sarajevo. As a result of cooperation with UNDP BiH, the Bank measured its total CO2
footprint, fulfilling the obligation prescribed by the Guidelines on Climate Change Risk
Management, by the Federal Banking Agency.

The Bank has implemented the social aspect through a large number of donations to
socially vulnerable persons, as well as to institutions taking care of socially vulnerable
persons.

The Bank demonstrated its social responsibility by participating in voucher donations for
bicycle purchase to the citizens of Sarajevo. We have realised this initiative in cooperation
with the City of Sarajevo.

In order to improve the governance system efficiency in the Bank, focused on sustainable
development, and taking into account all requirements and rules of the governance system
in the ISP Group (which has been actively working on ESG principles implementation
worldwideinthe pastyears),the Bankhasintroduced separate functionstoits organisational
structure in 2024., that exclusively deal with the ESG topics - ESG Office.

The ESG strategy of the Bank is focused on a holistic approach towards environmental,
social, and governance factors, demonstrating our commitment to sustainability and
responsible banking. Key aspects of our strategy include:

+ Investment in ESG culture: The Bank deepens its commitment to ESG principles by
investing in comprehensive training programs for staff. These programs are designed
to enhance the understanding and implementation of sustainable practices and the
green economy, ensuring that the Bank’s team is well equipped to contribute positively
to ESG goals;

+ Continuation of “smart working practices”: building on the “smart working” framework
implemented in 2023, the Bank is further promoting remote working where feasible
to significantly reduce CO2 emissions. This initiative not only supports environmental
sustainability, but also offers flexibility to the Bank's employees, contributing to a
better work-life balance;
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5.9. Guidelines for risk management related to climate change and environmental
risk (continued)

+ Rationalization of office space: in line with its commitment to reduce CO2 emissions,
the Bank is optimizing the use of office space. This includes reconfiguring the layout
to ensure a more efficient use of energy and resources, further contributing to its
environmental sustainability goals;

+ Calculation of CO2 footprint: the Bank has had its CO2 footprint measured by a trusted
partner. The result of the footprint assessment will be used to consider the business
model and strategy development that could have an impact on the environment.
The first calculation is completed for 2024. With the support of UNDP, the Bank has
successfully calculated its CO2 footprint, and based on this calculation, it plans to
address the business model and strategy and its impact on the environment, in an
effort to reduce the Bank’s emissions.

* Reduction of paper use: recognizing the impact of paper consumption on the
environment, the Bank takes decisive steps to reduce paper use. Through digitalization
of processes and encouragement of paperless operations, the Bank aims to significantly
reduce paper consumption, additionally aligning with ESG obligations;

+ Gender equality: the bank has already worked supporting the principle of gender
equality. In 2025, initiatives have already been launched to further strengthen the
Bank’s commitment in this regard at all levels of management bodies.

+ Cooperation with credible partners: By the end of 2024, the Bank concluded an
agreement with UNDP BiH which continued in 2025., according to which it will work
to support the private sector in accessing green financing and adopting sustainable
practices. A key initiative in cooperation with UNDP will include the development of
a green credit line for small and medium-sized enterprises with tailored technical
support, to prepare enterprises for ESG-related financing, and to encourage circular
and low-carbon business models in resource-intensive industries UNDP will also assist
in the CO2 assessment

+ Footprint of the Bank and the implementation of reduction strategies in the following
years. This cooperation positions Intesa Sanpaolo Bank as a leader in sustainable
finance, initiating effective green transformations in Bosnia and Herzegovina.

These strategic initiatives reflect the Bank dedication to integrate ESG principles into every
aspect of its operations. By focusing on sustainability, promoting smart working, optimizing
physical footprint, and reducing resource consumption, the Bank is not only enhancing
operational efficiency but also contribute to a more sustainable and responsible banking
sector.

The Bank plans to further increase the use of Supranational credit lines that are ESG-
oriented, where the client incentive scheme is recognized as one of the strongest levers
based on which clients in the market are interested in these products. The Bank is 2026.
starting with implementation of new credit lines with ESG attributes, such as KFW Low
Carbon Energy Facility, EBRD Woman in business, EBRD Youth in business, EIB Social
Impact for woman, youth and inclusion.
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5.9. Guidelines for risk management related to climate change and environmental
risk (continued)

The sales results of ESG products demonstrate the commitment to supporting clients,
legal entities and individuals towards green and social transition.

The Bank will continue to further improve existing and develop new ESG-friendly products,
leveraging the synergistic approach of the HUB and the business expertise of the ISP Group
of banks and Matica members (in particular for project financing in renewable energy
projects through ESG clearing of specific debtors and financial operations). In 2026 plan
is to introduce 2 new ESG products: General Purpose S loan (non-purpose loan with the
obligation to fulfill one selected defined ESG objective (KPI) from the Social or Governance
area)and Green Dedicated S loan - for I/t investments with LMA-compliant environmental
purposes.

Banks usethe EBRD creditlines EBRD GO Digital (for financing digitalization and automation,

energy efficiency and environmental protection) and EBRD GO Green (for financing the
green economy, agriculture, agribusiness chains and women in business.
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CAPITAL REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE
LAYERS OF CAPITAL AND FINANCIAL LEVERAGE

The Bank hereby publishes the following information pursuant to Article 8., 9., 10. and 11. of the
Decision.
All information is indicated in BAM 000, unless stated otherwise.

6.1. BANK'S CAPITAL STRUCTURE AND DATA RELATING TO PROTECTIVE LAYERS OF CAPITAL

The Bank's regulatory capital is an amount of assets the Bank is under obligation to
maintain to ensure secure and stabile business operations, i.e. to meet its obligations
towards its creditors.

By Decision on calculation of the capital of a bank (Official Gazette of FBIH 98/2023 and
13/2024), of the Banking Agency, banks are required to maintain an adequate amount
of regulatory capital in accordance with the risks they assume in their operations on an
individual and consolidated basis.

The Bank's regulatory capital as at 31 December 2025. amounted to 353,653 thousand
BAM. It consists of the most stable and solid sources of funds-paid-in ordinary shares and
reserves, increased every year by a decision of the Assembly, thus directing a part of the
earned net profit of the current year into the capital.

The Bank's equity capital includes, mostly, paid-in ordinary shares of Privredna Banka
Zagreb d.d. and the accompanying share premium, other reserves and other total
accumulated profit.

The other total accumulated profit includes unrealized losses/gains based on value
adjustments of financial assets allocated to the portfolio of assets measured at a fair value
through other total accumulated income.

The share capital is reduced by other intangible assets, a qualified share outside the
financial sector to which a risk weight of 1250% can be applied as an alternative, and
deferred tax assets that can be deducted and that depend on future profitability and arise
from temporary differences in accordance with the Decision on the calculation of the
bank's capital.

The Bank's supplementary capital consists of regulatory adjustments as described below.

The Bank has no hybrid, or subordinated instruments and additional equity capital.
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6.1. Bank’'s capital structure and data relating to protective layers of capital
(continued)

The Bank’s capital structure as at 31 December 2025. was the following:

Table 15
1
Capital lznos
REGULATORY CAPITAL 353,653
COMMON EQUITY 353,847
COMMON EQUITY TIER 1 (CETT) 353,647
Capital Instruments recognised as CET1 102,191
Pald capital instruments 44,776
Share premium 57415
Prafit or loss belonging to the ultimate shareholder 20 508

[-) Part of the profit for the period generated in the busingss year or profit for the peried generated at the end of the business year, that

29,598
Iz not recognised

Other accumulated aggregate profit | 582
Other reseres | 253,411
=) Other intangible assets -1,731
[-) Qualified holdings outside the financial sectors for which an alternative risk weight of 1250% may apply | -50
[=) Deferred tax assets that may be deducted and which depend on future profitability and arises from temporary differences | -1,156
ADDITIONAL TIER 1 CAPITAL (AT1) | b
Capital instruments recognised as AT1 B

6.2. DESCRIPTION OF BASIC CHARACTERISTICS OF FINANCIAL INSTRUMENTS INCLUDED IN THE CALCULATION OF
REGULATORY CAPITAL

Capital instruments included into the regulatory capital calculation are paid in share capital
and share premium:

Table 16
Capital lznos
Capital Instruments recognised as CET1 102,191
Paid capital instruments 44,776
Share premium 57,415

Calculation of the regulatory capital also includes:

+ total other accumulated income in the amount of 982 thousand BAM related to a fair
value of the assets measured through the Other Comprehensive Income;

+ other reserves amounting to 253,411 thousand BAM consisting of profit from the
previous periods which were allocated by the Bank to its Retained reserves, Other
provisions; and the amount of intangible assets amounting to 1,731 thousand BAM
(software and licenses) qualifying holdings outside the financial sector to which a
risk weight of 1250% may be applied as an alternative in the amount of 50 thousand
KM, and deductible deferred tax assets that depend on future profitability and arise
fromtemporary differences in the amount of 1,156 thousand KM, which in accordance
with the Decision represent a deductible capital item.

Strana 78 od 103



INTESA SNNPAOLO BANKA

Bosna i Hercegovina

6. DATA AND INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL
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6.2. Description of basic characteristics of financial instruments included in the
calculation of regulatory capital (continued)

Basic characteristics of financial instruments included into the Bank’s regulatory capital
are given below:

Thee enaim characteriviics of Anancis imstruments

Mo, Bem
Imtees Sanpaclo banks d.d. Bosna |
i rpuse PSR
11 Lnique 1D RN BAUFIRRDO00]
Treatmant in accordance with reguiations
2 Retognizied oo #n mavidusd § condobdated b O i individual basi

Drdwiary a7, 700

3 |Typeofirsrument
d Moncumiulative poefenenoe shanes {53

1 Arneunt recognined Tor the pq.-'pn'.p-:lfu‘i.ub!n;l!fa"bur.wi;l:!ﬂ i (Rsutandi of K 83 88 Crare cageal 44,702 the KM ana
thir dabe of the st reparting whase pramagm 48805 the K
& Bdornanal armaet of The et rumasnt R0 K
L1, |Fesue price WOl applcabls
13 |Resemption prica ol apphcakis
i .\.:,::n.rl:-*;cus:-'-'éal:-\:h'\- Shisw capial
T s vears PEZFFDRTEC &5 3 JOINT STOCK
oSy in 1900, The S wers Hiusd
e of maus of the instnamens
on several cocasons. and the st snoe
v b 2008
B A ITSErueTiEed with B malurily dite o an Fetrument without & maturity date Nomaturay cdate
£1. |kl matumty date Ko magurty
] CyDon 16 purchdrie by the e Mo

The firsl date of actvabion of L purchise aEton I condtional date of stnvation of the
1, |pnchams aption and the redemption value

%2 |Subsegeent cace of swation of the purchase option {f apphcable) Yol appicabils
Coupond  Shidends
10 |Foosd orvarisbis dvidend § coupon winskis
11, |Coupon rate and relted ndoes tutl apphoabie
1% |Exsmence of a mechanism for mandatony canceation of dvidends M
Full droreton, partial fiscretsn or n GEOTeon neganting the Tming of dividend | coupon
5 1 Full dierstion
Byt
1w | Full datretion
Full descretion. partial discretion or no disoretion reganding the amount of dvidends / coupons
14 |Thepossidty of mcreasing yelds or other ncentves for redempion M
15 |Meon-npmtsinve o oumidetive descends | OoUDonS HER-Sumulit e
16, |Cormrtiohe o non-comariibie nsbrument tutl sl able
T, { roovrtibbe, the condions undsr which T COnVersion may coour tunl apphoakie
1 | convertibie in part or in fal vt appheabile
19, |Woomartible, comerson rabe nal apjileabis
2. |2 omertble. mandaony OF VLTI CONVErson ol appheabis
1, | corrertible. the nstrument to which i i comerbed il agrbeatile
b d oevprtiphe, The sy of the instrumeent (o-which & 15 gomvered Wl appicatie
% |Fossibilry of educing the valus [
24 |erheen B poTiibEty & MmpanTEar. (R CORdend Rdsr wiich Che imparment mly coour %ot applcable
25 |Wihers i 8 possibity of impairment. in pan or i A Mot appicatile
25 |WEhere B 5 possiiaty T iMpament. PErFanEnEl Gr TEmESTaly Kol applicabls
77, | the decreass in value nTEmpoay. & descripeion of che machanism of incresse in valus kol apphcable

Th type of instrumant that wil be paid out immadistety befoce the spected ingtrumant in the
2= 4 %ot applcabls
avenl of bguidation or banknagtcy
28 |consisent charsctenstics of cormerted Fdtruments =]

30 |fpresent, ndcite norR-Compilant chiracensno ot appicabie

Strana 79 od 103



| INTESA SNNPAOLO BANKA

Bosna | Hercegovina

6. DATA AND INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL
REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE LAYERS OF CAPITAL AND
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6.2. Description of basic characteristics of financial instruments included in the
calculation of regulatory capital (continued)

Adjustments to the regulatory capital calculation amount to 6 thousand BAM and refer to
paid-in priority shares.

Table 17
Capital lznos
ADDITIONAL TIER 1 CAPITAL (AT1) 6
Capital instruments and subordinated debt recognised as AT1 6

6.3. DESCRIPTION OF ALL RESTRICTIONS APPLICABLE TO THE CALCULATION OF REGULATORY CAPITAL

The structure of the capital requirements of banks, according to Article 38 of the Decision,
defines minimum levels for three capital requirements:

+ the ratio of Common Equity Tier 10f 6.75%;

+ theratio of Tier 1 capital of 9%;

+ the ratio of regulatory capital of 12%.

Apart from the minimum adequacy rates set by the regulator, the Bank is also required
to ensure the capital conservation buffer in the form of Common Equity T1 in the amount
of 2.5% of the total amount of the risk exposure the capital buffer rate for systemically
important banks in the amount of 1.5%, which makes the total regulatory capital rate a
minimum of 16.0% (12% + 2.5% + 1.5%).

By decision, the FBiH Banking Agency may also determine additional capital requirements
for the SREP (Supervisory Review and Evaluation Process).

The bank is obliged to ensure and maintain a financial leverage rate of at least 6% in
accordance with Article 38 of the Decision.

Table 18
) ) ) ) Required
Regulations related with capital ratios i
restrictions

Stopa regulatornog kapitala 16.00%
Stopa osnovnog kapitala 10.75%
Stopa redovnog osnovnog kapitala 13.00%
Stopa finansijek poluge 6.00%

In accordance with the FBA capital calculation decision, the Bank report Form C 03.00 -
Capital rates and capital levels and Form C 47.00 - calculation of the financial leverage
rate, and submits them to the regulator quarterly by the following month at the end of
the quarter.In addition to the above, the Bank monitors and reconciles its operations on a
monthly basis with the aim of maintaining coefficients within the prescribed limits.
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6.4. TYPE AND AMOUNT OF REGULATORY ADJUSTMENTS, ADJUSTMENTS AND ITEMS THAT THE BANK IS NOT OBLIGED
TO DEDUCT FROM ELEMENTS OF REGULATORY CAPITAL IN ACCORDANCE WITH THE PROVISIONS OF THE DECISION ON
CALCULATION OF CAPITAL

The Bank did not have regulatory adjustments that reduced regulatory capital that were
not obligatory according to the Decision on calculation of the bank’s capital.

6.5. CAPITAL REQUIREMENTS AND CAPITAL RATES

Overview of capital requirements and capital adequacy rates are presented below:

Table 19
Capital adequacy
No. Itam e Capital requiraments
amaunt
1. |Exposures to central governments and central banks o 0
2. ILxm..-e';w regional governrments and local authorities 26,193 3143
3. Expsirianted o |:|u|1||-: sector entities 5067 =10 F:]
4, Fx prorar e 1o masltilateral devlopmant banks ] 0
5 ;..::.':-Gswﬁm International organisaticns ] 0
6. |Exposures to institutions 61,927 7431
T |_L_a=_pu=n._"l.-ﬁ.-w Lul::_p.irlies F00,047 E'1-.l'.|_|'.ll':|
B, |Expotures to retail 523,676 62,641
9, |Exposures to secured with real estate 488,678 58,641
10. | Exposures with defauit stats 8,398 1,008
11 IIIE risk inems Q [}
12 | Exprocsasres to covered bonds 0 [v]
13 Ie Expeoiasres ta Institutions :||||1 companiis with shrt-term credit as |-"r|||. 7l o i}
4. | peOrsures 1o wnlis or shares in Investment funds o Q
15. "1 pelSures. based on Bquiny Imesoments 1,024 123
16 '(.'lthn.-r EXPUAUTES -1_2.HE|IJ' 5,142
17 |T|:|l.1 r.rIFkld| retjuirements for credit risk 22r.943
18 '(.ap“a' FEQUIremants for senfamant / del ery amount 0
16 |Capital requirerments for market risks n]
I",‘l:'l Ili' ipital ree quiris el s specific and g al posithon rigk Based on debt and o quity instruments 0
19.2 |Capiti requirements for Iargc exporeres arising from trading book items 0
10.3 [':.,apusal requiremenis. for foreign exu:ha.-"ge risk [1]
15.4 '(.dpl!a requirerments for r.r.lrnl"udl!:.- sk ]
20, l.".-||.||!.1l reguirertents Tor operational ridk 13,942
21 I('FTI ratic 17,92%
22, T ratio 17.92%
23 ["\EE&- arary CJDIEE' ratia 17.92%
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6.6. BANK'S CREDIT RISK EXPOSURE
6.6.0. Definition of terms of default status and past due exposures (past due

For the purpose of calculation of the risk-weighted assets, and calculation of expected

loan losses the Bank determines the status of default in accordance with Article 2 point Il),

and Article 61 of the Decision on capital calculation and Article 178 of the Regulation (EU)

no. 575/2013 of the European Parliament and Council.

As it is evident from the regulatory definitions the regulations of ECB and FBA are largely

aligned, as both define that there are two requirements for establishment of the status of

default on liabilities:

+ Requirement A - objective evidence of the status of default based on continuous count
of maturity days, applying the same relative threshold of 1%;

* Requirement B -status of default on liabilities based on incapacity of a customer to pay,
whereas the evidence suggesting UTP is the same in both regulations.

On the other hand, a slight difference exists between the two regulations as regards the
absolute materiality threshold.

According to the rules of the FBiH Banking Agency, the absolute threshold for individuals
is 200 KM, and for legal entities 1,000 KM, while according to the rules of the ECB, the
threshold for individuals is 100 EUR, and for legal entities 500 EUR.

In order to fully satisfy the requirements of both regulations, the EU regulator (for
consolidated reporting to the Group) and the local regulator (for reporting to the FBiH
Banking Agency), Intesa Sanpaolo Bank applies the prudential principle in defining the
status of default. This means that when there are differences between the two regulations,
the Bank applies a more conservative rule, to ensure compliance with both regulations.
The first and obvious application of the principle is linked to the absolute thresholds for
default status. Evidently, the absolute thresholds, as defined by the two regulators, are
almost equal, as the Currency Board in BiH has defined a fixed exchange rate between
Euros and BAM, with an exchange rate of 1TEUR = 1.95583 BAM.

The Banks considers the materially significant amount to be the total overdue receivables
of a client from:

a) a natural person in the amount exceeding 100 EUR and 1% of the total exposure of a
debtor; and

b) a legal entity in the amount exceeding EUR 500 and 1% of the total exposure of a debtor.
When a client’'s overdue debt exceeds both the relative (%) and absolute materiality
threshold on a given date, the counting of the days of arrears begins.

If the clientis continuously in arrears for more than 90 days, itis considered that the status
of default has occurred.

When determining the status of default, the Bank shall take into account the subjective
criteria for its determination as defined in Article 61, (3), (a), and (5) of the Decision.

The Manual on rules and criteria for credit exposure classification and measurement and
the Methodology for determining a default status of debts defines the default status more
specifically according to objective and subjective criteria for the purpose of provisions
calculation in accordance with IFRS 9.
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6.6. Bank’s credit risk exposure (continued)

6.6.b. Methodology for calculation of credit risk valuation adjustments and loan loss provisions
for off-balance items-determination of expected loan losses for credit risk

In line with the International Financial Reporting Standards, local regulatory practice and
credit risk management practice, the Bank creates provisions for expected loan losses.
The entire management framework is based on the IFRS 9 (International Financial Reporting
Standards 9), where expected loan losses are calculated and recognised without waiting
for the trigger event'? and in the forward-looking perspective. In addition, according to IFRS
9 more detailed portfolio classification should be done in three credit risk levels according
to the set of pre-defined criteria:

» Stage 1 includes key financial instruments which have not been significantly
impaired in terms of credit quality as compared to the initial recognition;

* Stage2,ontheotherhand,includesfinancialinstrumentswhich have beensignificantly
impaired in terms of credit quality as compared to the initial recognition, but
have no objective evidence of the loan loss event.

* Stage 3 includes exposures having objective evidence of impairment.

For the instruments classified in the Stage 2 and Stage 3, where the credit risk of a
financial instrument has significantly increased since the initial recognition, the lifetime
expected loss has been recognised. The lifetime expected loss includes the expected loss
for the entire residual maturity of a financial instrument. The expected loss in 12 months
is calculated for the instruments classified in the Stage 1.

When calculating the expected losses, projection elements are included in the estimate of
PD/LGD (macroeconomic conditionality), to take into account expectations of changes in
the PD / LGD estimate as a result of changes in the macroeconomic environment that may
occur in coming years relative to the reporting date.

Provisions are allocated and calculated on a collective basis, based on an estimate of
losses incurred on individual homogeneous sub-portfolios formed based on similar
characteristics, such as type of client, facility and presence of collateral.

Detailed description of methodology for the IFRS 9 methodological framework applied in
ISP BiH, including credit risk level assignment and estimated probability of default (PD),
loss given default (LGD), exposure at default (EAD) as well as calculated of the expected
loan loss is available in the IFRS 9 Impairment Methodology of ISP BiH.

6.6.c. Amounts of the Bank'’s exposures as per exposure categories

The Bank’s exposure is defined in Article 49 of the Decision on calculation of the capital of

a bank, defining:

+ The exposure value of an asset item shall be its accounting value remaining after
provisions, additional value and other own funds reductions related to the asset items.

+ The exposure value of an off-balance sheet item shall be its accounting value after
deduction of loss provisioning for off-balance sheet exposures, multiplied by the
conversion factor (CCF factor)

12 Unlike in the previous IFRS 39 standard, where incured loss model was used
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6.6. Bank’s credit risk exposure (continued)

Based on the exposure categories, the Bank has indicated the following amounts on 31
December 2025.

Table 20
Total and average net exposure value
N = Mat exposures st the | Average net exposuras
0. posure category
end of the period over the period
LB Exposures to central governments and central Banks 720,385 650,633
2 Exposures to regional governments and local sdborities 158,332 136,982
3 Exposures to public sector entities 82T b2
4, Exposures to multilateral development banks 39,325 38,000
5. Exposures lo international organisations 59,035 57717
_ 6 Exposures o institutions 246,631 5012
7. Exposures to companies 975,949 305,655
E. Exposures to retail B14,770 805,264
4, Exposures to secured with real estate 97354 40,221
i Exposures with default status 8.660 9,613
i1 High risk iterms 1] 61
12. Exposures tn coverad bonds o a
13. Exposures to insthutions and companies with shor-term crediz assessment 2 0
14. Eupotures to units or shares in imesstmaent funds 4] 0
5 Exposures based on equiny iIMestments 1,024 1,039
16, Qithver expeaocures 91.038 91,302
17. | Total 3.518.870 5,754,790
6.6.d. Geographical division of exposure categories
Geographical division of exposures is given below:
Table 21
| Bonds and |
e W Worsagoin| Maly | Musrie | Gwmasy | Ceass | g :": ""':“"" Smiden | Othar | Teesd
a
B to oo ieal porerdeTaely pnd oollied baetis | LA LY T i3s LIS ok bR K L 1] o S| LELES
FATIC et &0 S Rgur X T P Ser arad Aurha et TRR2 o 3 ¥ [ & G | 0| 0] TeRIAp
1 Lepeaitn i vher ot axrr 0 ? ] (-] = q 1] a2 o &2
2. |Enpesurel e =t atesl deurds e barks | 47, L 3 L] 17 3504 i 0 wEM
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Countries shown under the item Other are: Spain, Montenegro, Norway, Slovenia, Turkey
and Macedonia.
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6. DATA AND INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL
REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE LAYERS OF CAPITAL AND
FINANCIAL LEVERAGE (continued)

6.6. Bank’s credit risk exposure (continued)

6.6.e. Exposure categories as per types of activities

Table 22

Expamares by MACE (%0t £ apemura vabue)
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Note: the following exposures are indicated under the Item other activities: service activities (8,688 thousand BAM); retail (998,552
thousand BAM) other exposures (712,248 thousand BAM). In the category of Other exposures, the balance of funds with the Central
Bank of BiH, cash and tangible and intangible assets as at 31 December 2025. are indicated.
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6. DATA AND INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL
REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE LAYERS OF CAPITAL AND
FINANCIAL LEVERAGE (continued)

6.6. Bank’s credit risk exposure (continued)

6.6.f. Exposure categories as per maturity

Table 23
Roamaining maturity of all saposwres (net sxpesuns valus)

Ha, Exposurs category 1y »1e8y =5y I Total

[ ExZiiies W0 COTRr S poverfunents and Conaral Danks ks FE1] 16,965 [5] &g i Tao 3Eh
2 | Exmotunet s regionsd gruecnmants s loes sithesite 4,750 50,175 [FWRE (] V58,382
! Exgadriunés 80 public factir enlibes 1314 3,534 1.405 ] LTy
4 Exgersuness s0 mutiateral dewhopment barks J9557 9,628 a o 35325
[ Exoersunes 90 iRernatonal CYErEatnrs RN B [1] o] )
[ Exgsdriqnds 10 batiatang 215,353 27,232 056 [ 246,651
T (2 T o S S 40,257 brrasy ] LT
B Eacorpiies $o retall rri i 20T 408 e (] i<, 10
5 Ewmernures &0 secured with real s 0547 A2 335 383 472 o THT 354
10, | Exgersanes with oelaull status (KT 1,873 5,308, o EA50
V1. [High rigk Reme o) o [ o a
il Exodringd 80 Coversd bonds [*] 1] 1] L 1]
13, | Epesunes to nsttetons and comqpanies with shoet fonm credil asseesment a o a 1] a
14 | Expokunes 50 units or Shares #n ivestment fengds. i i a o [A] (]| [{]
15 |Exgeaunes buied o pquily weitmests [ o al 1.024] 1,024
16 |Other expoires | 4 I
1. |Teal 1,362,776 439,235 504,558 TIaITN 39ET0

Note: the maturity of exposures repaid in instalments is indicated according to their terms until the date of maturity
of their last instalment. In the remaining maturity term <=1 year there are exposures maturing ,at sight”.

6.6.g. Exposures as per industry

Table 24
Expoturet to & significant sconcmic branch of the ecoramy
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] AL Tt and oo seraicr slivitics “0 a9 &7 1] 24,308 197
10, |nformation and commanication 5 L] ] [ 3503 165
11 Foriancial Ingtination 5 H 575 1 IHI 6TE 1,180
12 Rea AL ACEDES ' a5 184 38 1 1-3._F.1.? 53
13, |Professionsd, scientific and techrics Aihitie 59 58 195 51 34 841 413
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20 |Total 38038 28377 30,4497 19,140 3,961,441 51,252
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INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL

REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE LAYERS OF CAPITAL AND

FINANCIAL LEVERAGE (continued)

6.6. Bank’s credit risk exposure (continued)

6.6.h. Changes in value adjustment for credit risks

Table 25
Allowances and
Allowances and .
. provisions for
. . provisions for
No. Changes in allowances and provisions . exposures that
exposures in i
are not in default
default status
status
1 Opening balances 38,273 43,991
2 Increases due to origination and acquisition (+) 2,040 18,625
3 Decreases due to derecognition (-) -3,257 -10,090
4 Changes due to change in credit risk (net)(+/-) -1,488 -1,273
5 Decrease in allowance account due to write-offs (-) -6,190 0
6 Closing balance 29,378 51,253

* The item “Write-offs and other movements” includes permanently written off receivables, write-offs based on
accounting write-offs (write-off of 100% of reserved receivables due two years ago in the off-balance sheet).

6.6.i (1-4). Use of external institutions for credit risk ratin

External credit ratings are used for the category of exposure toward institutions.
For calculation of the risk-weighted assets the Bank uses credit ratings of the following
External Credit Rating Institutions (ECAI), recognised by EBA (European Banking Authority):

*  Moodys

+ Fitch

+ Standard & Poor’s

Assignment of credit ratings into credit quality levels as follows:

Table 26

Long-berm ratings

Credit quality steps Fitch's I Moody's SEP's
1 A, ey Ak Aaa do Aad Add do Ad-
2 At do A | Al da A3 A+ da A
3 BEB+ do BEB Baal dao Baa3 EBA+ da BBR
4 BB+ do BBE- Bal do Ba3 BB+ do BB-
5 B+ do B- B1 do B3 B+ do B-
3 CCCv and lower | Caal and lower | CCCe and lower

Short-term ratings

Credit quality steps Fiteh's |  Moody's SEP's
1 Fi+ P-1 A1+
2 F1 | B2 A
3 F2,F3 | B3 A2 A3

4-6 8. C.RD. D NP B, C. D, R, 5DvD
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6. DATA AND INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL
REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE LAYERS OF CAPITAL AND
FINANCIAL LEVERAGE (continued)

6.6. Bank’s credit risk exposure (continued)

If there are two credit ratings assigned by recognized ECAIs, which are assigned to different
risk weights in accordance with the credit quality level, the rating associated with the higher
(less favourable) risk weight is used.

If there are three or more credit ratings assigned by selected ECAIs, which are associated
with different risk weights, credit ratings are allocated which, in accordance with the credit
quality level, are associated with the two lowest risk weights and use the rating associated
with higher (less favourable) risk weight.

If there is a credit rating assigned by a recognized ECAI that relates to a specific issue that
represents an exposure, a risk weight based on the credit rating of that issue shall apply.

External credit ratings are used for the category of the exposure toward institutions.

6.6.i (5). The amount of exposure before and after the use of credit protection is given as below

Table 27
Before and after using credit protection
Value of net exposure before using | Value of net exposure after using
No. Bx . Expasuras that E I Expaosuras that = i
’ prostine calege are not in default =PsareLi are not in default Posresin
default status default status
status status

Kategorije izlodencsti 3910210 8,660 3910476 8394
1. Expodures b central governments and central banks 720,385 o 120,385 4
2. Exposures to regi-:-nal BOVErMMmEnts and lacal authaorities 158,382 o] 198,931 [
3. Exposures to public sector entities 6,277 o] 6,277 [
4. Exposures to multilateral dE‘-.'\E'!l}pf"!E'n'[ banks 39,325 o] 42,126 1]
5. Exposures to international Dfsdl'liié'.il'.'ll"li 59,055 o] 59,055 1]
b Exposures to institutions 246,651 a 196,743 1]
T, Exposures to oompanies 975,948 2,279 g32,110 2013
B. Exposures to retail 314,770 6,381 197,399 5,381
9. Exposures to secured with real estate 797,354 o 195,534 1]
10.  |High risk items a a a a
1. Exposures to cowvered onds o o a 1]
12. Exposures to institutions and companies with short-term credit o o a 1]
12, Exposures to units or shargs in investment funds 0 0 2] )
14, Exposures based on equity investments 1,022 0 1,024 )
15, |Other exposures 91,038 Q 160,892 Q

6.7. FINANCIAL LEVERAGE RATE

Pursuant to Article 11. of the Decision, the Bank hereby publishes the following
information
All data are indicated in 000 BAM, unless stated otherwise.

Pursuant to the Decision on calculation of the Capital, Article 41. the Bank is under ob-
ligation to calculate the financial leverage rate as a ratio of the equity capital and total
exposure of the bank, expressed in percentage. Total exposure is the sum of the value
of assets, financial derivatives, counterparty credit risk premiums on securities financing
transactions, and off-balance sheet items.
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6. DATA AND INFORMATION RELATING TO REGULATORY CAPITAL, CAPITAL
REQUIREMENTS AND ADEQUACY OF CAPITAL, PROTECTIVE LAYERS OF CAPITAL AND

FINANCIAL LEVERAGE (continued)

6.7. Financial leverage rate (continued)

The leverage ratio is defined as one of the strategic limits for risk management, and it has
to be maintained above a defined minimum, and the compliance with the limit is followed
on a quarterly basis. The Bank shall ensure and maintain the leverage ratio at the level of
6% at the minimum. Calculation of the leverage ratio as at 31 December 2025.:

Table 28

Exposure value

f AMount

Devtations for financial derivatives: origing exposure method
Off-balance itermis with the 10% cornersian facter (OCF) in line with Article 47 (1.2) 3) of the L]-E‘;.'-Sil'.'ll'l an the HBank's Lapirad Calouiation
(MY balance iterms with the 20% comeersion Tactar (CCF) in line with Article 41 (12) b) of the Decision an the Bank's Cagital Caleulation
Off-bafance iterms with the 50 % cormersion lactor CCCFY ir B with Asticle 41 [12) £} of the Decision on the Bank's Capital Caleulation
Qiher assets
-} Amount of the assets deductible items - equity - in fine with Article 27 (3] of the Decision on the Bank's Capital Calculation
I} Exposure of the financial leverage rate - in Hne with Article 37 (4] of the Decision on the Bank's Capital Caloulstion
Capital

T1 - in lise with Article 37 [2) ot the Decision on the Bank’s Capital Calculation

 Leverage ratio
Fimaneial Ie\.-erage rate - in line with Article 37 {2) of the Deciclon on tha Bank's k’.apita Calmsatian

16

17,861
49,199
108,381
3,280,365
ZH37
3452 965
Li]

3E2,647

o
10.24%
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7.DATAANDINFORMATIONRELATINGTOLIQUIDITYREQUIREMENTS

Pursuant to Article 12. of the Decision the Bank hereby publishes the following information

Liquidity risk is a risk of lossess resulting from the existing or expected inability of the
Bank to settle all its payable financial liabilities.

The liquidity risks are:
+ Liquidity risk;
+  Market liquidity;
+ Intraday liquidity risk;
+ Funding liquidity risk;
+ Therisk of concentration of financing sources

Objectives and policies are described in Chapter 5.

Roles and responsibilities of relevant bodies within the Bank’s managerial structure ensure
adequate liquidity management. The Bank's corporate bodies, internal management
structures and other functions relevant for management are: Supervisory Board, Risk
and Sustainability Committee, Management Board, Assets and Liabilities Committee,
Management Board member responsible for the risk control, Risk Management
Department, Treasury and Financial Market Department (CFO), Planning and Financial
Control Department, Accounting Department, Internal Audit Department. Their task is to
ensure reasonable liquidity risk control preventing crisis situations. Managerial functions
are responsible for adopting a financial plan, risk appetite and strategies, establishing
liquidity risk management, control system and a comprehensive transfer pricing system.
By monitoring sufficient liquidity reserves, stress testing and reporting on the liquidity
position and of liquidity risk identifiers against prescribed limits, the Bank ensures an
adequate and balanced level of liquidity providing for funds to finance daily payment
obligations. Individual responsibilities of the relevant functions are defined in detail in the
internally prescribed liquidity risk management document of Intesa Sanpaolo Bank d.d.
BiH.

The target liquidity risk profile is a framework for liquidity risk management primarily
through setting liquidity risk exposure limits, defining models for monitoring and
measuring as well as for reporting on liquidity risk exposure. Liquidity risk measurement
and reporting includes short-term and structural liquidity.

External requirements stipulated by the FBiH Banking Agency are mandatory reserves
requirements, maturity mismatch of financial assets and financial liabilities', liquidity
coverage ratio and net stable funding ratio.

Internal liquidity management standards are basic models for liquidity risk measuring that
include intraday monitoring of liquidity indicators, monitoring of liquidity reserves, liquidity
coverage ratio, stable funding ratio, stress test, concentration indicators and indicators for
initiating Contingency Plan, loans to deposits ratio and asset encumbrance ratio.

13 This indicator is no longer regulatory limit, but the Bank is obliged to still monitor the same
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7. DATA AND INFORMATION RELATING TO LIQUIDITY REQUIREMENTS (continued)

In addition to the above metrics, liquidity monitoring tools are applied to provide
comprehensive view of liquidity risk profiles of the credit institution, taking into
account the nature, size and complexity of assets. Key metrics relate to the analysis of
contractual maturities and related inconsistencies, analysis of funding concentrations to a
counterparty/product and concentration of liquidity reserves by the issuer/counterparty,
funding renewal analysis, cost and duration of funding for the counterparty and analysis
of balancing capacity concentration by the issuer/counterparty.

The Bank publishes the liquidity coverage ratio on the basis of the Instruction on application
of provisions of the Decision on liquidity risk management of a bank relating to the LCR
components.

On 31 December 2025 the liquidity coverage ratio was 194,98%.

Table 29
Mo, | LIQUIDITY COVERAGE RATIO [LCR] Izrics
1. Liguidity buffer S e
3. | metliquidity outfiow 367,778
3 Ligquidity coverage rabo (%) 194.98%
) Uiquidity buffer
3. L1 excl. ERGLE ligqudity bulfer, unad|usied 717,084
5 | LA EMGCE collsteral 30 diy outflows o
& | LT excl. EHQLE collateral 30 day inflows 1]
7. | Secured cash 30 day cuflows o
8 | Secured cash 30 day inflows 1]
a | LY exel. EHQUE “adjusted amourit 717,084
10, L1 EHOCE value, unadiusted o
i, L1 EHQCE collateral 30 day cutflows L
12 LY EHOCE collaveral 30 day Irflcrs o
13, LT EHQCE “adjusted amount”™ befor applaying the upper lmat [
14, | LT EHOCE “adusted amount” after applaying the upper limit o
15, | Ewxcess liguid asset amount of LT EHOCE [
16, | LZA unadjusted ]
17, | LA collateral 30 day outfiows [
18, | L2Acollateral 30 day inflows C
19, | Adjusted amount of L2A "before applying the celling (1]
3, | Adjusted amount of LEA "after application of the ceiling” [\
.| Arrrount of excets hauad astets” el 25 o
&4, LIE . unagjusied L
23 | LZB collateral 30 day cutliows o
3, | LIE collateral 30 day inflows [
25 | Adjusted amount of L2B “before applying the ceiling o
26, | Adjusted amount of L2B “after application of the ceiling o
27, “Amount of excess lquid assets”™ levwel 2B [
8. | Excessliquid asset amour ]
H, | Ligquidity buffer 717,084
) Net liquidity cutflow
30, Total Qutfiows anh 37
.| Fully Exempt Inflows o
32| Inflows Subject i 75% Cap 183,055
33, | Reduction for Fully Exempt inflows [1]
34| Reduction far Inflows Subject to 755 Cap 183,050
35| et liquidity cutflow 367,778

Excessive concentration of funding sources related to counterparties in the event of stress
may lead to liquidity difficulties. In order to have a preventive effect on the concentration,
the Bank regularly monitors the concentration of funding sources by other counterparties.

For the purpose of better control of the currency mismatch, it also monitors LCR in all
significant currencies. According to the FBA Decision on the liquidity risk managementin a
bank, a significant currency is considered significant if the total liabilities denominated in
that currency amount to at least 5% of the Bank's total liabilities.

Strana 91 od 103



| INTESA SNNPAOLO BANKA

Bosna i Hercegovina

7. DATA AND INFORMATION RELATING TO LIQUIDITY REQUIREMENTS (continued)

In addition, from the point of view of liquidity risk, positions with a currency clause pegged
to a specific foreign currency are treated as positions in domestic currency (BAM). All
operating units performing activities affecting the Bank’s liquidity position are aware
of liquidity management strategies and associated costs/benefits and operate within
approved policies and limits.

As by definition the LCR is an indicator that measures the liquidity of the institution up to

30 days, the Bank also uses other measures and indicators that give a broader picture of
its liquidity position such as NSFR, stress LCR, deposit base developments.
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8. DATA AND INFORMATION RELATING TO EXPOSURES BASED ON

EQUITY INVESTMENTS OF THE BANK

Pursuant to Article 13. of the Decision, the Bank hereby publishes the following information

On 31 December 2025. the amount of equity investments not recorded into the trading
book amounted to 1,073 thousand BAM.

The Bank's equity investments which have not been entered into the trading book can be

divided into:

* Investments measured at fair value through other comprehensive income;
+ Investments measured at fair value through profit and loss.

In the table below the Bank presents equity investments as per type of investment:

Table 30
| . Listedon | Amount bafors | Amount after |Realized profit f | Unrealized gain .
Portfoli Unrealized gain
Type of Investmaent o Country the stack using eredit using eredit | loss from sales |/ lozs through e e ey
exchange protection protection RDG ROG

Financial institutions FUTPL | bty yes 252 aaz o 403 Q
Orther nonBanking institutions | Fvoa |eaH yes | 3 £ 1] 0 0
Entities | PO | BEH i | 50 50 a 0 a
Entities OO |EBelgium o 128 128 a 0 Er
Ukupne | | 1.072 1,072 o 403 22

FYTPL - Fair Value efirowugh Profingdoss

VO] - Fair Velue thraugh Other Comprehensive Incame
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9. DATA AND INFORMATION RELATING TO INTEREST RATE RISK IN
THE BANKING BOOK

Pursuant to Article 14. of the Decision, the Bank hereby publishes the following information
Interest risk sources and measuring

The interest risk is exposure of the Bank to adverse changes of interest rates. The risk of
interest rate changes affects the current value of future cash flows, and thereby the net
interest income as well as other cash flows sensitive to interest rate changes.

Primary sources of the risk of interest rate changes are the following:

* Re-pricing risk, stemming from the mismatch between assets and liabilities positions
based on the remaining period to the interest rate change,

* Yield curve risk stemming from the change of form and slope of the yield curve;

* Basis risk stemming from instruments having identical maturity, expressed in the
identical currency and based on different types of reference rates;

* Option risk refers to options included in property, obligations and off-balance items.

For the purpose of measuring of interest rate risk generated by the banking book on
a monthly basis, the sensitivity of change in economic value (measures the change in
economic value of the Bank’s portfolio resulting from a parallel shift of the yield curve)
is taken into account as well as sensitivity of net interest income changes (measures the
impact of interest rate shocks) and Value at Risk- VaR used for the purpose of measuring
of the FVOCI portfolio.

Apart from the above metrics, when measuring interest rate risk in the bank’s book,
stress tests (sensitivity to changes in economic value and net interest income in the case
of different scenarios of interest rate shifts) are conducted on a monthly and quarterly
basis. Within the risk appetite, limits on the net interest income sensitivity have been also
defined in the scenario of parallel growth of interest rates by 50 bp and parallel drop of
interest rates by -50 bp for all currencies and sensitivity of changes in economic value in
the scenario of parallel shift of the yield curve of 100 bp.

Also, in accordance with the local regulator’s regulations, the Bank monitors a regulatory
limit related to assessment of the change in the economic value of equity and net interest
income in scenarios prescribed by regulator.

Enterprise, Financial and Market Risks Office monitors the interest rate risk exposure and
compliance with limits on a monthly and quarterly basis.

Assumptions used for interest risk exposure measuring
In calculation of sensitivity of positions to the interest rate change, the Bank uses the
following assumptions:

« application of the model to the items at sight - the model assumes that the items at
sight will not be withdrawn over night;
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9. DATA AND INFORMATION RELATING TO INTEREST RATE RISK IN THE BANKING
BOOK (continued)

+ application of Exclusion of margins - In the estimation of future cash flows commercial
and liquidity spread are deducted from the contractual interest rate to measure only
the risk ascribed to risk free rate;

+ application of the prepayment model- the Bank's assessment has defined an early
repayment rate for the term loans of legal entities and private individuals.

Analysis of sensitivity to the interest rate change for Intesa Sanpaolo Bank d.d. BiH
on 31 December 2025.

Tables below indicate the Bank's assets analysed according to the periods of interest rate
changes determined based on the remaining contractual maturity or contractual period
of interest rate changes, depending on which one is shorter and do not contain portfolio
held for trading.

Increases of net present value of all future cash flows are indicated as positive values in
the tables below, whereas reductions are indicated as negative values and in different
currencies and periods of interest rate change.

Change of the Bank’s assets according to periods of interest rate change:

Table 31

Shift Sensitivity +100 Total 0-18 months 18 months- 5 years over 5 years
EUR (10.64) 0.08 0.86 (9.87)
usb 0.18 0.08 0.10

CHF 0.01 0.01 - -
Local CcY (11.83) (3.00) (6.00) (2.83)
Other Ccy - 0.00 0.00 0.00
TOTAL utilization (22.28) (2.83) (5.04) (12.70)

Sensitivity of the net interest income to interest rate changes:

Table 32
NI Sensitivity +/-50 bp. Total ] Limit Uriliz. %
NI Sens:thvily | (2731 14.51] [HES

Economic value of equity and Net interest income - regulatory scenarios:

Table 33

Limit 5hift by FBA regulations ‘ Change of EVE

Regulatory capital Limie ‘ Uriliz. %

FCOMICATERS VIRRHE T LA, | DIt SIS 20,16 | 35405 | 15| 11,30%
Het Enterest income | Shane capaal | 1373 | ELET LY £ A
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10. DATA AND INFORMATION RELATING TO INTERNAL CAPITAL
ADEQUACYASSESSMENT PROCESS-ICAAPAND INTERNALLIQUIDITY
ADEQUACY ASSESSMENT PROCESS - ILAAP

Pursuant to Article 15. of the Decision the Bank hereby publishes the following information
10.1. Summary ofF ICAAP

Internal Capital Adequacy Assessment Process, (abbreviated ICAAP) is a set of processes
directed to ensuring internal capital adequacy on the level of Intesa Sanpaolo Bank d.d.
BiH.

ICAAP of the Intesa Sanpaolo Bank consists of the following phases:

« risk identification;

« risk profile assessment and stress test;

+ risk appetite definition and capital allocation; and

* monitoring and reporting.

Risk identification is one of the key phases of the internal capital adequacy assessment
process (ICAAP) where Intesa Sanpaolo Bank d.d. Bosnia and Herzegovina (hereinafter ISP
BiH or the Bank) determines risks to which it is exposed or could be exposed. The risks
found are classified into one of the following categories of significance - high, medium and
low, and in addition to the classification according to significance, the risk treatment is also
defined. The following maps indicate the risks found, their significance and treatment at
the Bank:

Table 34
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10. DATA AND INFORMATION RELATING TO INTERNAL CAPITAL ADEQUACY
ASSESSMENT PROCESS - ICAAP AND INTERNAL LIQUIDITY ADEQUACY ASSESSMENT
PROCESS - ILAAP (continued)

10.1. Summary of ICAAP (continued)

TheBank calculatesthe capital requirements necessary for therisks covered by “quantitative

treatment”. The total required internal capital requirement is the sum of internal capital

requirements for a particular risk. Key principles for ICAAP quantification are estimations

of:

* Required internal capital in base case scenario;

+ Estimation of stress effects expressed as (a) additional internal capital requirement
in stress scenario and (b) potential impact on available financial resources (a
potential additional loss).

In the internal capital adequacy assessment procedure (ICAAP framework), internal
capital requirements are calculated as internal capital required under the basic
scenario and the additional capital requirement under the stress scenario. The
internal capital requirement assessments for the stress scenario constitute an integral
part of the ICAAP framework.

The following significant risks have only a qualitative treatment and the Bank does not
calculate internal capital requirements for them:

+ Liquidity risk;

+  Market risk;

+ Intraday liquidity risk;

+ Funding liquidity risk;

+ Therisk of concentration of finacing sources;

For other significant risks included into the qualitative treatment the Bank uses the

following approaches for the risk measuring or assessment:

+ The Bank uses an internal model to assess the internal capital requirement for the
strategic risk. Calculation of internal capital for strategic risk is based on data containing
information at the end of the year for various items from previous years as well as
projected (budgeted) information on these items for the following year. The items used
as input parameters for calculation of the internal capital requirements for strategic
risk are:

- netinterest margin

- net fee and commission

- costs of employees

- administrative costs

- other administrative costs

- adjustments-assets, equipment and intangible assets.

+ The Bank uses an internally developed model to assess the capital requirement for the
market risk. The basis for calculation of capital requirement for market risk exposure
is the Value at Risk model, which is used to measure the Bank’s market risk exposure.
ISP BiH calculates 99% one-day VaR.

Strana 97 od 103



| INTESA SNNPAOLO BANKA

Bosna | Hercegovina

10. DATA AND INFORMATION RELATING TO INTERNAL CAPITAL ADEQUACY
ASSESSMENT PROCESS - ICAAP AND INTERNAL LIQUIDITY ADEQUACY ASSESSMENT
PROCESS - ILAAP (continued)

10.1. Summary of ICAAP (continued)

*  When determining internal requirement for credit risk, depending on the category of
exposure, the Bank uses a Standardized approach in accordance with provisions of the
Decision on calculation of the Bank’s capital or Internal Rating Based (IRB) approach
based on Bank’s internal rating systems (internal model).

+ Concentration risk includes two types of risk. The first type of concentration risk is
defined as the concentration to one person, while the second type of concentration
risk is defined as a sectoral or industry risk. The methodology for managing internal
capital adequacy for concentration risk to one person is based on the methodology
of granularity adjustment for the model of asymptotic single risk factor (hereinafter:
ASRF). ASRF is the methodological basis for assessing capital requirements for the
credit risk. The basis of granularity adjustment methodology used to calculate the
internal capital requirements is modification of the Herfindahl-Hirschmann index. The
methodology for internal capital requirement for concentration risk as per industry
is based on the methodology of the FBiH Banking Agency, including effects on the
internal capital for credit risk caused by changes in concentration within the industry
measured by the Herfindahl-Hirschmann index.

+ To assess long-term interest rate risk, the Bank conducts analysis of changes in the
economic value of the Bank's capital (sensitivity to shifts in interest rates). The model
measures the effect of changes in interest rates on the economic value of the Bank’s
capital. It is based on the accounting principle that the capital economic value is the
difference between the present value of assets and the present value of liabilities.

+ The internal model for calculation of regulatory capital requirement for operational
risk is based on the Standardized Approach (TSA).

+ For risks such as the reputational risk, the Bank uses a simplified methodology of
5-15% of the total amount of risk exposure multiplied by the rate of 12% (stipulated
regulatory capital rate) according to the Decision on the internal capital adequacy
assessment process and the internal liquidity adequacy assessment process in a bank.

The multi-dimensional nature of the risk indicates the need to complement measurement
of economic capital with a stress test, not only to assess losses in individual scenarios,
but to assess the impact on capital requirements. The stress test is one of the key risk
management tools, aimed at assessing the Bank’s vulnerability in the event of extremely
difficult or specific but possible events, providing additional information relevant to
monitoring activities.

The risk appetite, i.e. the propensity to accept risks, represents the amount, i.e. the level
of risk that the Bank deems acceptable to take in achieving the business strategy and goals
in the current and future environment, and is determined primarily on the Bank’s level.
the risk appetite includes determining an intention to accept risk, as well as determining
the risk tolerance in terms of definition of the risk level deemed acceptable for the Bank.
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10. DATA AND INFORMATION RELATING TO INTERNAL CAPITAL ADEQUACY
ASSESSMENT PROCESS - ICAAP AND INTERNAL LIQUIDITY ADEQUACY ASSESSMENT
PROCESS - ILAAP (continued)

10.1. Summary of ICAAP (continued)

The risk appetite is adopted annually by the Supervisory Board, and is regularly monitored
and reported to the relevant committees, so as to ensure development of the Bank within
the desired profile of the risk-return ratio.

For the purpose of monitoring and reporting management and regulatory reports on the
internal capital adequacy assessment process are produced, which serve as a tool for
management decisions on managing and reducing the exposure to risk.

10.2. SummARY oF ILAAP

Liquidity risk is one of the most significant risks for the Bank and although no
quantification in terms of capital requirement exists, the special focus is on the entire
ILAAP process and ensuring adequate and sufficient liquidity.

The Bank’s liquidity is ensured by defined liquidity policies with limits related to both
short-term and structural liquidity. The prescribed policies take into account any aspect
of liquidity risk management, but due to their importance and significance, the following
limits are considered strategically important and therefore are considered an integral part
of the level 1 risk appetite limit and as at 31 December 2025. they amounted to:

Table 35

Pokazetelj Na dan 31.12.2025
Omijer kredita i depozita 78.12% «
Omjer pokrica likvidnosti (LCR) 194.98% vy
Omjer neto stabilnog finansiranja (NSFR) 150.25% «

Within the Liquidity Risk Management Policy, the Bank has also defined liquidity crisis
warning indicators representing qualitative and quantitative parameters used as
indications of possible liquidity crisis.

Together with short-term and structural liquidity indicators, the Policy sets rules for
managing a potential liquidity crisis, defined as a situation of difficulty or inability of a
bank to meet its due cash obligations, without implementing procedures and/or using
instruments which, due to their intensity or use, do not qualify as regular activities.

Within the Liquidity Risk Management Policy, the Bank has defined the Contingency

Liquidity Plan (CLP), aimed at safeguarding the Bank’s assets and, at the same time,
guaranteeing the continuity of operations in the event of liquidity crisis.
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11. DATA AND INFORMATION RELATING TO UNENCUMBERED AND

ENCUMBERED ASSETS

Pursuant to Article 16. of the Decision the Bank hereby publishes the following information

As at 31 December 2025., the Bank has no assets that meet the criteria of encumbered

assets.

An asset is considered encumbered if it is promised or if it is subject to any form of contract
to secure, pledge or increase any transaction from which it cannot be freely withdrawn.

Table 36

Gross book value | Gross book value

No. Type of Assets of encumbered |of unencumbered

assets assets

1. Loans 0 1,928,610

2. Investments in debt instruments 0 152,615

3. Investments in equity instruments 0 1,073

4, Others (cash, fixed assets and other assets) 0 955,250
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12. NONPERFORMING AND RESTRUCTURED EXPOSURES AND
REPOSSESSED ASSETS

Pursuant to Article 17 of the Decision the Bank hereby publishes the following information
As at 31 December 2025., the Bank publishes the data as reported below:

a) quality of credit exposure classified into credit risk levels with related amounts of
expected credit losses

Table 37
Gros Expesure Expactoed cradit lessas

Nao. Type of Assats -
Cradit rik leva| 1 | Credli vk leveld 2 | Crecit rak bireel 3| Crodit rigk bewal 1 Crodit ik level 2| Credi ool level 3
1 Cash, cash recehvabies and other demand deposits 233,198 1] [1] o o [*]
ra Fnancial assets at amarted costs L, 357,154 VIR 743 37814 21,48% 26,387 29213
of whvich Locre - nd ITRE 36507 RT3 172 ATT
3. [Finuncisl assets at falr value through profit or loss Ba2 a a o o a
4 Firncis! sisets ot falr -.-d:l.-rll'\-'oug‘! ather mrp-'_ehrﬂ'.-:.re Irsare 202, 766 ] 1] o o 1]
5 Fnancial deriatives [ Q [4] o o 4]
6. |TOTAL FINANCIAL ASSETS 3,004,011 179,743 37814 1,993 6,387 28213

b) quality of credit loans according to the sectoral structure of loans classified into credit
risk levels with related amounts of expected credit losses

Table 38
Gron Enpoturs Expacted credit Iosmes
Ha. Type of Aasets m:;:‘o-m.uml ot £k birvmdl | Erndil ok bevarl | Crmdl riad bawed | €omdiL viok brvel
1 1 L] 1 ] )
Tetal [oans ta Lagal Entitias = BO.EET CATH| TITE RER 3] TITE
1 Aprednes, Ferirg s Eubiag LETS E] 1T E¥ EE 267
2 |Mining s quarnying 10,145 o o 66 ol ]
3 |Mamdachaing 257547 32,087 3ETH LEZ3 TAM 2,000
4 |EMal oy, pan, steam and a condakming supply T 18353 K " 265 FEil ]
% WOHTR S0y, SWETARE. WASTE MNP Amd reminEei 00 ATRAneS HETT LT07 40 47 14 204
5 |Consnamon i i i [ 187 & EE] T 3
T [ Wrolesalie and retall trade; repaer 0f meacsr wenAcHS 200 motnroyces FYERYF 31025 1,178 2,603 2003 1,278
8 [Transport and siorage O [ I FLF] 138] ]
] Accomrmadaten and food sendos scthetios 23348 306 ] 144 L1e] ]
10 (infarmetion and commemezation 18373 23 [] 155 2 U]
11, Fmanlel Institutcon 118761 aap [ 401 il ]
1L Red sl mthiies 14001 L130 L3 {Lh 442 181
1 Prod et e, Sl e ard §achirc gl srte e, Frt 1068 43 184 240 49
15 [ Afr Rt & ADnar Lerdcs actiliel P L 1} (1 ¥ [ n
15, [PUEIE sciristmion and delercs, compuliany soasl pruriny BRI Laag [ 2,501 V7 ]
16 |Ecuewian 2ied fEE) [l &5 & ]
17 |Hurman bealth ard sl wirk scsdniss 20057 ] ] 154 0 0
18 A, erdertaisorent and eedreation 1,654 [ [ ] 0] 0
19, | D aorvims ouiilies 435 0 [ E] [ ]
Total leans to Retadl THE 34 B7,452 a4 5,728 11.2848] 23,552
V| Gereral consamgton S BT 69,505 27907 7,459 5321 ] 22,810
Fi Hn||1|r|g Fo WY Vi a4 1.7 1,963 1,430 553
3 |Feromeing acivides iorafemen] T 1,550 i 306 53] 189
TOTAL LOANE 1579554 TRETE 36,393 19,108 FLAEF 37,770
c) the credit quality of restructured exposures;
Table 39
Gres Expesurs Expected cradit lossas
Nao. Type of Azsats -
Cradit itk lewl 1 | Crodt risk beeed 2 | Crost rink ol 3 | Crodit risk bewnl 1 | Cradi ik lovel 2| Crodit risk bewl 3
1 Cash, cash recetvabies ard pther demand deposas [i] 1] [i] o 1] []
2. |Financis assets at amorized costs 1aET EET] 10,528 Fii 1,158 T.AE1
| from whoh Loons LEE! ETT] 10128 7 1.15¢ 7581
3, _Flru'u.,a axsety al P '.rn_ilue l_hrwgh pralt o loss a o a o ] 1]
4 _rlru'n:'a adiats 5t fair '.-'d_lue threugh uﬂlw.-: Eonprehirm i Indone 1] o 1] o o IZI
5 Firancial derivatives 1] & [1] o o a
6. TOTAL AINAMNCIAL ASSETS 1661 PRI 10,528 a7 1,156 7561

d) changes in the balances of non-performing exposures and related expected credit
losses during the reporting period.
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12. NONPERFORMING AND RESTRUCTURED EXPOSURES AND REPOSSESSED ASSETS
(continued)

The change in the balance of non-performing loans is given in the table below:

Table 40
M nan-
‘ performing laany Accounting write-|Permanunt srite:
Ko, Type of Leans Baginkng Badanoe g Reooery -} Collecthon |-} | Qthaer {5 Finad balance
n tha reponting el el

| pariod (4] |
1 i.:..\:'.'.rnlﬁg\ Enovies . "-'\l':-:i 1,013 '.'\li -¥ “_Ii '_i:.'\l.-:i '\lI [T
i.i.'mr.'. to Reta ] 4.'_1E'3'E .-i_E"TI:iI -4 —'i?‘?lé -1 l-i-il f.'l 23814
|Total Men Parforming Loans | 47062 5912 4409 ] 2757 o 36303

The movement of expected credit losses of previously presented non-performing loans is
given in the table below:

Table 41
X . Allowances and provisions for
No. Changes in allowances and provisions .
exposures in default status

1 Opening balances 36,548
2 increases due to origination and acquisition 2,040
3 Decreases due to derecognition -3,257
4 Changes due to change in credit risk (net) -1,699
5 Decrease in allowance account due to write-offs -5,862
6 Closing balance 27,770

* The item “Write-off and other movements” includes permanently written off receivables, write-off based on

accounting write-off (derecognition of 100% of reserved receivables due two years ago in the off-balance sheet) and
other movements.

e) data on the total amount of the collateral acquired through repossession and conduct
of enforcement proceedings.

During 2025, the Bank took over one real estate in the collection process. As at 31 December
2025., the Bank had 10 collaterals acquired through collection (land and real estate) with a
total purchase value of 43,722 KM, which were fully reserved.

Table 42

Property type No. Purchase value Present value
Apartment 3 30,229 0
House 3 8,713 0
Office space 3 2,401 0
Land 1 2,379 0
Final condition 10 43,722 0
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13. FINAL PROVISIONS

The Report shall be disclosed on the website of Intesa Sanpaolo Bank dd. Bosnia and
Herzegovina (www.intesasanpaolobanka.ba) after its adoption by the Management Board
and Supervisory Board of the Bank.
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