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Excellence
at UniCredit

UniCredit is a pan-European Bank with

a unique service offering in Italy, Germany,
Austria, and Central and Eastern Europe.
Our Purpose is to Empower Communities
to Progress, delivering the best-in-class
solutions and services for all stakeholders,
unlocking the potential for our clients

and our people across Europe.
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When we launched UniCredit Unlocked we
were stepping into a new era for the bank.
| believe that we are doing it again and in

doing so we will improve even further.”

Dear Stakeholders,

Since launching UniCredit Unlocked in 2021, our
winning Strategy set to achieve our Vision — to be the
Bank for Europe’s Future — has also propelled us to beco-
me one of Europe’s best performing banks and one that
sets ambitions and path for others to follow.

UniCredit’s 2021-2024 transformation has been nothing
short of exceptional, achieved while also consistently de-
livering outstanding financial results quarter after quar-
ter, setting a new benchmark for banking.

We unified, refocused, and dgalvanized all our people aro-
und one single Vision, Strategy, and Culture. We restored
trust and empowerment in our 13 banks and our people:
all coming together as ONE Group.

We simplified and streamlined our ordanization, proces-
ses, and ways of working, transforming our efficiency
while also investing in our people, digital and data, pro-
duct factories and distribution channels to offer more to
our clients.

We have lived by our Values and focused on our funda-
mental Purpose: to Empower Communities to Progress.

UniCredit 2024 Annual Report and Accounts

We continued to honor our ESG commitments with nota-
ble social investments, such as our €2.6bn “UniCredit for
CEE” initiative and our new Edu-Fund platform, suppor-
ting programmes addressing educational deprivation in
our communities.

Together this has firmly set out our proven blueprint
for banking not only in terms of financial achievements
but also in terms of how we should support the commu-
nities in which we operate and always attempt doing
what is right driving necessary change. This is, we hope,
the ambition and path we have set for our sector.

Record-breaking results

Our 2024 results were the very best in UniCredit’s
long history. The most recent quarter marks our 16th con-
secutive quarter of profitable growth.

£24.2on

Net revenue
+4% FY/FY

>€11bn c1/./%

Revenues generated RoTE
in our product factories Target: 10%
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Total Shareholder Return Total distributions Ordanic capital generation

Into a new era
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Our investment case

A unique investment proposition

Delivering unrivalled shareholder value,

while laying future foundations

Structural advantades

Attractive geographic mix
2024-2027 KPIs

® Share of 2024 Net Profit' @ Share of 2027 Net Profit*

33% 2%
c.35% c.25%
45y,

c.40%

Quality client mix

15m

Clients across Europe
(+3.5m Alpha Bank)

60%

SMEs, Private
and Affluent,
% of Revenue?

Superior business mix

#1 A0

NIl RoAC3 Fee-to-revenue ra-
tio towards 40%*

w

(SN

Proven execution

Leading financial results

12/12 Leader

Financial targets In operating and
exceeded® capital efficiency
and profitability®

Marked transformation

One Fully
Vision, Strategy and Cultu- rede5|9ned

and streamlined
ordanisation

New sustainable run rate

+ESX EBX

Net Profit RoTE since 2021’
since 20217

Share of Net Profit computed as sum of Italy, Germany and Austria and
CEE (excl. Russia); excl GCC.

SMEs including Micro Business.

Peer group: BBVA, BNP Paribas, Commerzbank, Credit Agricole S.A., De-
utsche Bank, ING, Intesa San Paolo, Santander, Société Générale.

. Fees including Net insurance results and excluding Vodeno and Aion.
. UniCredit Unlocked 2024 targets.

UniCredit 2024 Annual Report and Accounts



Stratedically fortified

Clear alpha initiatives

+€1.4bn ngh

Fees 2024-2027* Efficiency

Solid lines of defence

£1./on €3 6bn

Overlay Stock Integration costs,
FY21-FY24

Long-term approach

Growth ce2.5on

From several Incremental
stratedic investments IT investments,
(e.g. onemarkets, Vodeno) 2025-2027

6. #1 among peer group FY24 Cost/Income, Net Revenue/RWA and
ROTE@13%.

7. FY24 vs FY21, Stated Net Profit.

8. Total distribution as announced FY24 on average market cap 2024 for
peer group as per footnote 3.

9. Subject to inorganic opportunities and delivery of financial ambitions

10.vs target CET1r 12.5-13%.

UniCredit 2024 Annual Report and Accounts

With structural advantages — such as the unique geographic footprint, high quality
client base and a superior business mix —we are uniquely positioned for success. Our pro-
ven execution delivers leading financial results and a sustainable run rate: we drive clear
alpha initiatives, ensuring outstanding returns and future growth. A unique investment
proposition, still accessible at an attractive valuation.

¢
Outstanding returns

Sustainable organic value generation

c€10on  Strong

Net Profit tardet in 2027 EPS and DPS dgrowth

EPS DPS
Ei\g; +48% +64%
o | 099)]
FG21 .0’54

Top-tier distribution policy

#1 50%

Dividend payout
ratio from FY25

-FY24

Expected yearly
distributions®
FY25-27

Distribution
yield® as
of FY24

Strategic flexibility

c£6.50n

Excess Capital®®

MRA

Executed
if accretive
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Respected,

UniCredit Bank recorded record results, successfully fol-
lowing all the changes and challenges we encountered
both at the global and local level. The past year was
marked by a trend of decreasing interest rates, stimulat-
ed by the slowdown of inflation in most countries. How-
ever, the future monetary moves of the leading central
banks, the Fed and the ECB, remained uncertain. Although
the easing of monetary policy has led to an increase in
demand, the full effects are not yet visible. When it comes
to Serbia, in 2024 we had a reduction in the reference
interest rate of 75 basis points, which resulted in a slight-
ly faster growth of credit activity of 6.6 percent, with
loans to households growing by 7.8 percent, and to the
economy by 5 percent, year-on-year according to the lat-
est available data. Undoubtedly, the loosening of mone-
tary policy has a positive effect on the increase in the
demand for loans from both the economy and citizens. At

8

the beginning of October, Standard and Poors increased
the credit rating of Serbia, and for the first time our coun-
try was among the countries with an investment credit
rating. Among other things, this confirms that the bank-
ing sector is highly liquid and capitalized, with a low level
of problematic placements, according to the latest report
of the National Bank of Serbia, at a level below 3 percent.

UniCredit Bank in Serbia has successfully completed the
business vear, with results that represent the positive
continuity of our multi-year plan and many important
achievements. We had the highest growth in fee and
commission income compared to 2023, one of the high-
est returns on equity (RoE) compared to competitors, as
well as traditionally excellent cost management relative
to total revenue. The trend of good results continued,
both in the population sector and in the business sector.
In addition, the overall growth of the loan portfolio was
achieved and a high market share in deposits of natural

UniCredit 2024 Annual Report and Accounts




. The market
ments exceeds
24, the Cibuk 2
re UniCredit Bank
of renewable ener-
ich is estimated at a
144 million euros are

pated in the refinancing of
uk 1. This project is not only
the energy infrastructure of
ong a message about our shared
uture generations.

g local presence and broad base of
s, we have positioned ourselves as a leader
ary and secondary bond markets. As the larg-
todian bank in Serbia, we enable a large number of
renowned global investors to access the Serbian capital
market. We also confirmed our leadership position on the
secondary securities market with a market share of over
43% in total transactions. We kept the cost-to-income ra-
tio at a very low level, which once again demonstrated
that we are efficient as a bank, and that these parame-
ters are one of the lowest in the Serbian banking sector.
We continued to increase the credit portfolio for our cli-
ents, and thanks to active risk management, we further
reduced the share of problematic exposure compared to
the same period of the previous year.

Our bank played a leading role in issuing the first Serbian
issue of corporate bonds on the foreign market for the
client Telekom Srbija. Once again, we have shown that we
are a reliable partner to our clients and that thanks to an
international network of experts, we can be a support
even for the most complex transactions. Although it is

UniCredit 2024 Annual Report and Accounts

the first issue of corporate bonds, it has shown great in-
terest from professional investors on a global level.

In 2024, UniCredit Group improved its support for the de-
velopment of small and medium-sized enterprises and
raised it to a new level, by launching the comprehensive
initiative “UniCredit for Serbia” initiative to support small
and medium-sized businesses, in order to faced all mar-
ket challenges in the right way and were more competi-
tive. It includes a set of products and services covered
through three segments: financing, account maintenance
and advisory services, with the aim of their further
strengthening and growth. Clients have the option of us-
ing various credit lines, in the total amount of 227 million
euros, which can help them in the further development of
their business. The bank has simplified and shortened the
period for clients to get the necessary sources of financ-
ing, and when it comes to opening an account, clients
with a simple ownership structure can open an account
in just one day. By introducing automatic evaluation of
clients, additional documentation is no longer necessary,
thus all processes are significantly shortened, simplified
and maximally automated. It is important for small and
medium-sized enterprises in the transition towards the
improvement of sustainable business models to be prop-
erly guided and informed about all possibilities and meth-
ods of financing. Therefore, one of the important seg-
ments of the “UniCredit for Serbia” initiative is the
advisory service, through which small and medium-sized
enterprises have the bank’s expertise at their disposal, in
order to facilitate their business operations. The bank will
continue to bring financial support programs closer to cli-
ents through various business conferences, as well as to
reward cooperation.

Through various specialized credit lines that we imple-
ment in cooperation with international financial institu-
tions, we continued to empower our clients, thus provid-
ing them with support for further business development.
At the beginning of the year, during the official opening of
the CDP (Cassa Depositie Prestiti) office in Belgrade, Uni-
Credit Bank signed with this renowned institution an
Agreement on financing local small and medium-sized
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Delivering excellence in 2024

Todether, every chande we make, every month
of the year, throughout all our businesses across
all our geographies, contributes to delivering
excellence and reaching our ambitions

@ Review all our milestones on our Reporting microsite

@ Employee daycare opened
by HypoVereinsbank

Office in Munich supports
our work-life balance

Customers rate Bulbank Online
#1 in internet banking

o

Launch of EmpoweringU
UniCredit's first holistic approach
to employee well-being

@ UniCredit included as an Equileap
Top 100 gender equality company

» » EEETTTEED

UniCredit named Top Employer a America's Cup 2024

in Europe for the eighth year UniCredit becomes the event's Global Partner,
exclusive Global Banking Partner, and is named
partner of the UniCredit Youth America's Cup
Bank iD launched in the Czech Republic
Smoothing organisations’ access

to online services

12 UniCredit 2024 Annual Report and Accounts



@ strategy @ Clients ®EsG @ UniCredit Foundation
@ Finance @ People & Culture @ Digital & Data
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UniCredit launches My Advisory o)

Making our expertise easier to access §

for wealth management and pri\/ate UniCredit offers contactless services 2
banking clients in the Czech Republic and Slovakia

250

<.

Contactless ATMs 2

UniCredit’s strategic support for Ger- g

man startups with GetYourGuide g

Continuing to set industry benchmarks by fo- =

stering growth in the tech sector %

ol March » D

?.:?

3

@ Women's financial advisory month e Focusing on women in digital o

Leveraging on dedicated products A series of initiatives to empower
and services to help women female employees' growth 5
plan their finances =

.
e

@ New Employer Value Proposition
Unlocking a Better Tomorrow;

for colleagues, clients

and communities

[ 1)
oD

@ Pre-approved loans for small-sized clients
Advisors provide exclusive service
for smaller businesses

UniCredit 2024 Annual Report and Accounts 13



Delivering excellence in 2024 continued

@ UniCredit’s online branch buddy
becomes new official banking partner
of the Davis Cup 2024

G UniCredit supports Education Aca-
demy project in Austria Free facility CAPE
10 helps children

and young people to learn

¥

1Q24 Group Results
Record results, significant value ahead

» D

Statement on Natural Capital @ UniCredit in Germany hosts the third
and Biodiversity edition of our Culture Day
UniCredit's first comprehensive framework
. oo

to link biodiversity and climate ' ‘

@ Basket Bond ESG: from UniCredit and CDP
Two new rounds for Italian
programme funding

>€ 143m

funding

14 UniCredit 2024 Annual Report and Accounts



@ Clients ®EsG
@ People & Culture

@ strategy
@ Finance

UniCredit supports Europe’s lardest
liability management operation
TIM NetCo/KRR deal worth €5.5 billion

UniCredit starts process of acquiring
Vodeno and Aion Bank

e

2Q24 & 1H24 Group Results

Record quarter and first half results;
profitable growth and superior distribution
trajectory continue

Net Zero targets set on Shipping and
Commercial Real Estate sectors in addition
to Steel sector disclosed in January

» D

9 UCF Edu-Fund Platform launched
Helping to lift young people out
of educational deprivation

UniCredit 2024 Annual Report and Accounts

@ Digital & Data

@ UniCredit Foundation

@ SmartBizz app now live
Accelerating loan approvals
for small businesses

» GEEEEEED

Q Zaba's Al virtual assistant enhanced
Saving clients’ and bankers’ time

@ Launch of UniCredit for CEE
Helping micro and small
enterprises to grow

s
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Delivering excellence in 2024 continued

Q Digital Days reloaded
Showcasing our Digital team
to the Group

12,000

Online connections

UniCredit acquires around 9%
equity stake in Commerzbank AG @ Expansion of our onemarkets Fund
~9

Equity stake

O

Digital Strategy moves to Phase Il
Tech and talent transformation accelerates

o

» » T

9 Launch of UNA App UniCredit’s €15 million social impact loan
Simplifying business processes Provided to Nuova Assistenza Soc. Coop.

for employees and customers Sociale ONLUS

Leading the way for digital corporate
banking in Germany

€5 billion plafond
Supporting Italian businesses that
reduce energy consumption

with “Transizione 5.0” @

16 UniCredit 2024 Annual Report and Accounts



@ strategy @ Clients ®EsG @ UniCredit Foundation

@ Finance @ People & Culture @ Digital & Data §
@ Second annual ESG Day E
tackles pressing concerns
A challenged future: choosing the path ahead
4Q24 & FY24 Group Results g
Unlocking Acceleration: Record results :
crowning 16 consecutive quarters of
quality growth "
a
5
@ Talento Diffuso project extended o
Enhancing employee talent in Italy é
€8.3 million =
Financing Agroloop Kft with g
innovative greenfield investment 3
» »

3Q24 & 9M24 Group Results a FT names UniCredit Global Bank of the Year
Record third-quarter and nine-month Won the award for the second time
results, ushering in a new era of

JEmT

sustainable quality growth

UniCredit Bulbank to use 75% green energy
Contract signed with photovoltaic

For the second time,
power plant ﬁrst.

UniCredit secures majority stake
in Alpha Bank Romania

Over €1 million to support education

in Serbia

Investing in initiatives to help transform
the education system, from 2023 to 2026

— 0 0 0 e

UniCredit 2024 Annual Report and Accounts 17



About Unicredit Group

ABOUT UNICREDIT GROUP

UniCredit is a pan-European Commercial Bank with a
unigue service offering in Italy, Germany, Central and Ea-
stern Europe. Our purpose is to empower communities to
progress, delivering the best-in-class for all stakeholders,
unlocking the potential of our clients and our people
across Europe.

We serve over 15 million customers worldwide. They are
at the heart of what we do in all our markets. UniCredit is
organized in four core regions and two product factories,

In Germany

#e

In Austria

#1

In CEE?

Italy - Quality earnings powerhouse
Consistently delivering high profitability and growth

Germany — Resilient anchor
High-quality growth and best year ever as a result
of successful transformation

Ranking based on Net Profit FY2024 for Italy and Germany and 9Me4 for
CE&EE, as per FY2024 results market presentation methodology. Austria ba-
sed on total assets at bank level as per last available disclosure.

1. Central Eastern Europe (CEE) includes the Czech Republic, Hungary,
Slovakia, Slovenia, Bosnia and Herzegovina, Buldaria, Croatia, Roma-
nia and Serbia.

2. Headcount as at 31 December 2024.

3. Diversity traits represented: LGBTQIA+, Gender, STEM, Disability, Cultu-
ral Diversity, Generations, Caregiving

18

Corporate and Individual Solutions. This allows us to be
close to our clients and use the scale of the entire Group
for developing and offering the best products across all
our markets. Digitalisation and our commitment to ESG
principles are key enablers for our service. They help us
deliver excellence to our stakeholders and creating a su-
stainable future for our clients, our communities and our
people.

Group scale,
local reach

Empowered banks unified as
one Group, in the continuous pursu-
it of excellence

Austria - Resilient anchor

Operational and capital excellence champion,
delivering best results ever, moving forward
with transformation

CEE - Growth Engine

Leading franchise in the region consistently
delivering excellent performance and
growth in individual markets

UniCredit 2024 Annual Report and Accounts



Macroeconomic overview

MACROECONOMIC OVERVIEW

2024 was marked mainly by monetary easing cycle as
disinflation process was in place, however geopolitical
tensions remained main concern and obstacle along
with growth slowdown in Europe. Even in that environ-
ment Republic of Serbia’s economy measured by the
real movement of gross domestic product (GDP) post-
ed an estimated growth of 3.8% y-0-y amounting to
estimated at RSD 9,605 billion. Trade in EUR has an
upwards trend with exports growing a 1.7% estimated
annual growth rate, while imports grew 5.7%. Accord-
ing to the latest data agricultural production made the
physical volume decline of 8.8%, with industrial pro-
duction growing 3.0.The value of construction works
carried out in 2024 expressed the real growth of 8.6%
comparing to last year.

According to November 2024 results, exports of goods
in EUR have increased by 1.7% y-o-y, while imports
grew by 5.7%. The coverage of imports by exports is
75.7% (3.0 pp lower than last year). Drag in exports in
the first eleven months were mainly driven by the elec-
tricity production with a 50.6% decrease and agricul-
tural exports decline of 17.4%. When it comes to prod-
uct structure, top five exports are: electrical machines
and apparatus, motor vehicles, rubber and plastic prod-
ucts, food products and metalliferous ores and metal
scraps. Imports in first eleven months were mostly in-
fluenced by the manufacturing sector, with a 8% in-
crease. Product wise, top five imports were: chemicals
and chemical products, machinery and equipment, oil
and oil derivatives, electrical equipment and basic
metals. Serbia’s most important trade partner in 2024
was Germany, followed by China and Italy. The current
account deficit amounted to EUR 3.7 billion in first ten
months which is EUR 2,7 billion more than last year.
The y-o0-y result is caused by increased trade deficit.
Trade deficit amounted to EUR 4.2 billion, which is 61%
higher y-o0-y. In the first 10 months of 2024, primary
income deficit was 25% higher (EUR 768 million in-
crease), while the secondary income surplus decreased
for 8% (amounted to EUR 4.4 billion). Net FDI inflow
was EUR 3.5 billion, which is unchanged year- on-year.

Throughout 2024, unemployment declined slightly
from 9.1 % in Q4 2023 to 8.1% in Q3 2024 according to
Labour Force Survey, unchanged from previous quarter.
In the same time, the employment rate in Q3 was
51.9%. Average monthly net salary amounted to RSD
98,538, which represents a 14.0% (nominal) and 9.3%

UniCredit 2024 Annual Report and Accounts

(real) y-0-y growth rate. The largest growth of wages
since the beginning of 2024 was recorded in the water
transport.

According to the Statistical Office, y-0-y inflation was
4.3% at the end of November 2024, while m-o0-m infla-
tion in November was 0.3%. Core inflation remains
higher than overall inflation (5.4%).. YoY growth of food
prices was 4.0% and was predominantly driven by pric-
es of vegetables. NBS stated that inflation will contin-
ue downward trend in 2025 and is expected to ap-
proach central target level in H2 2025. RSD remained
stable throughout the year, whereas NBS intervened on
the market by continuing to buy/sell foreign currency
at times of elevated appreciation/depreciation pres-
sures. At the end of November, gross FX reserves
amounted to EUR 28.7 billion, ensuring a coverage for
M1 money mass of 180% and 7.3-months-worth of
imports of goods and services.

Since the start of the cutting cycle, NBS cut its key pol-
icy rate by 75 bps in total, bringing the KPR from 6.5%
to 5.75% at the end of 2024. The liquidity in the bank-
ing sector remains high at more than RSD 600 billion
surplus. The surplus is mostly the result of NBS inter-
ventions on the FX market.

According to budget revision, consolidated fiscal deficit
is estimated at 2.8% of GDP (previously 2.3%). The in-
crease was mainly driven by higher subsidies for agri-
culture and higher infrastructure spending. According
to October 2024 data, fiscal revenues rose by 14.1%
y-0-y, while expenditures rose by 16.3%. At the end of
October, the consolidated deficit amounted to RSD
33 billion, while the Central Government budget deficit
was RSD 40 billion.

At the end of October 2024, public debt rose to EUR
38.1 billion (46.5% of the GDP), which is an 5% y-0-y
decline mainly due to revision of GDP over last years. In
order to fulfil financing needs Republic of Serbia issued
Eurobonds worth USD 1.5bn along with bonds issued
on the local capital market and other IFI’s.

In October 2024, Standard & Poor’s upgraded Serbia’s
credit rating at BBB-, with stable outlook. The agency
stated that its decision is supported by the fact that
Serbia’s policy is credible and that the impact of con-
flict in Ukraine appears to be contained for now. Fitch
Ratings confirmed Serbia’s credit rating at BB+, sup-

19
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Macroeconomic overview continued

ported by a credible macroeconomic policy framework,
relatively low inflation, somewhat higher FX reserves
and stronger governance, human development and
GDP per capita compared with ‘BB’ medians®.

20
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SERBIAN FINANCIAL SECTOR

Banking sector

The banking sector ended Q3 2024 with RSD 6,308 billion
in total net assets, posting a nominal growth rate of
10.4% y-o0-y. There were no new bank acquisitions in
2024, and the merder of AIK Banka and Eurobank Direkt-
na (the last remaining) is expected to be completed in
the first half of 2025.

The preliminary aggregated profit before tax of all twen-
ty banks amounted to RSD 133.5 billion in Q3, represent-
ing an increase of 31.6% year-on-year. Interest income
made the greatest contribution to profit growth despite
falling interest rates — net interest income increased by
RSD 26.2 billion year-on-year (15.8%). On the other hand,
the growth of fees and commissions income has been
much smaller in absolute terms but roughly equal in rel-
ative terms (with an increase of RSD 8.4 billion or 14.7%
year-on-year); while operative expenses grew slower than
in 2023, with an increase of 8.8% year-on-year (11.1%
last year), but this is still significantly above the yearly
inflation level at the end of September 2024 (4.2%). The
banking sector return on assets (RoA) was 3.1% at the
end of the third quarter of 2024 (2.6% in Q3 2023), while
the return on equity (RoE) indicator was 22.3% (19.3% in
Q3 2023).

Having first kept its policy rate at its YE 2023 level
(6.50%) throughout the first half of 2024, NBS then pro-
ceeded to gradually cut it by 75 bp between July and Sep-
tember as the inflationary pressures weakened and infla-
tion returned to its tardet rande, down to 5.75% which
remains the policy rate value at the end of 2024. NBS has
also continued mopping up liquidity from the banking
sector through reverse repo auctions — the total amount
of repo sold securities stood at RSD 24,048 billion at the
end of December, while the average weighted interest
rate for repo sold securities was 4.51%, which is a de-
crease of 104 bps compared to December 2023.

The gradual monetary policy loosening by both NBS and
other central banks has pushed interest rates on new
loans downwards in 2024. The interest rates on new di-
nar loans for businesses and citizens were at a lower lev-
el compared to the end of last year and at the end of
November reached 10.4% for households and 7.8% for
businesses (compared to 12.5% and 8.3% at the end of
2023, respectively); interest rates for households de-
clined continuously over the course of 2024 while rates
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for business showed fluctuation. The interest rates for
new EUR loans also saw an increase in both segments —
at the end of November they reached 5.8% for business-
es and 6.0% for households (compared to 7.1% and 6.3%
respectively for year-end 2023). The new Law on protec-
tion of consumers of financial services, which was ex-
pected to be passed at the end of 2024, still hasn’t found
its way to the parliament agenda, so NBS brought a Deci-
sion on temporary capping of interest rates in order to
introduce additional caps after the 2023 measures expire
in a way that will ensure a gradual transition to market
conditions, and which will be in force until the Law is
adopted.

The growth of total gross loans was significantly faster
throughout 2024, and their total volume at the end of 3Q
was 6.6% higher y-0-y. This recovery of credit activity was
mainly the result of softer credit standards and lower
funding costs. As of September, corporate loans were
5.0% higher year on year, while household loans were
7.8% higher. In the first nine months of 2024, the corpo-
rate loan growth was predominantly driven by demand
for working capital loans, followed in second place by in-
vestment loans. Interest rates on new RSD corporate
loans have fallen over the first nine months of 2024, re-
sulting from stabilization of interest rates in the money
markets and monetary policy easing by the NBS during
the third quarter. Average weighted interest rate on new
RSD corporate loans fell by 0.6 pp over the first nine
months of 2024, with half of this decrease occurring in
the third quarter; the two types of loans that saw the
greatest decrease have been working capital loans (1.0
pp) and investment loans (0.5 pp). Interest rates on EUR
loans have also decreased in 2024 — averade rates on
new EUR corporate loans also fell by 0.6 pp over the first
nine months of 2024; the entirety of this decrease took
place in the second and third quarter. Share of liquidity
and working capital loans in total corporate loans stood
at 47.8% at the end of September (higher compared to
same period last year), while the share of investment
loans was 40.6% (lower compared to last year).

Household demand for loans also accelerated in 2024,
thanks to more favourable terms and softened credit
standards; the NBS decision from 2023 to cap interest
rates served to add a boost to the demand for housing
loans. The growth was almost driven predominantly by
cash loans which saw record volumes of new business in
2024, especially starting from the second quarter, and
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Serbian financial sector continued

Banking sector (continued)

their total volume at the end of September was 11.6%
higher year-on-year; housing loans were 4.4% higher
y-0-y at the end of September (the demand getting par-
ticularly strong starting from the second quarter). The
share of cash loans in total housing loans stood at 45.9%
at the end of September and it was higher than same
period last year, unlike the share of housing loans (38.5%)
which was lower than last year.

The ‘dinarization’ of loans kept growing throughout 2024,
so that the share of RSD loans in total loans stood at
36.8% at the end of September (which is 2.3 pp up from
YE 2023 level). The dinarization of household loans rose
throughout 2024, reaching 55.3% at the end of June (1.3
pp up from YE 2023 level). This change comes from
growing cash loans (which are mostly RSD denominat-
ed). The share of RSD corporate loans was also on the rise
throughout 2024 and stood at 20.0% at the end of June,
which is a 2.7 pp increase from YE 2023 level. This in-
crease in the share of corporate RSD lardgely comes as a
result of provisions of Decision on bank capital adequacy
which determine the banks’ obligation to reduce their
capital starting from 2025 if the share of FX and FX de-
nominated loans in total loans disbursed after 1 July
2023 exceeds a prescribed threshold.

The share of RSD deposits of households and corporates
in total deposits at the end of Q3 2024 reached 44.2%,
which was 0.2 percentage points lower than the record
level at the end of 2023. The share of RSD deposits com-
pared to the end of 2023 rose in household but fell in
corporate segment over the first half of 2024. The degree
of deposit dinarization of corporate sector reached 61.7%
at the end of June and it is 1.0 pp higher compared to the
end of last year. This fall in corporate deposit dinarization
was the result of the decrease in RSD deposits over the
first quarter which wasn't fully offset by the rise in for-
eign currency deposits in the first and the subsequent
increase in RSD deposits in the second quarter. The share
of RSD household deposits stoo d at 32.1% at the end of
June, which is 0.7 pp higher compared to the end of last
year. RSD household savings continued to grow over the
course of second half of 2023 and first half of 2024,
reaching the level of RSD 161.0 billion at the end of June
2024, the highest so far. The share of RSD savingds in total
household savings also increased in 2024, reaching 8.4%
at the end of June (0.9 pp up from YE 2023 level). Foreign
currency deposits at the end of Q2 2023 totalled EUR
15.0 billion. Ratio of loans to deposits, which was 75.8%
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at the end of September 2024 speaks to the stable struc-
ture of banking sector funding.

At the end of the third quarter of 2024, the banking sector
employed 22,253 people, which represents an increase
of 380 employees compared to the same period last
year. The branch network consisted of 1,340 different or-
danizational units, a reduction of 9 units in a period of
twelve months.

At the end of the third quarter of 2024, the average capi-
tal adequacy ratio (CET1) of the banking sector amount-
ed to 20.1%, which is significantly higher than the re-
quired minimum of 8% and also 0,5 percentage points
higher than at the end of 2023.

The NPL ratio was on a declining trend throughout 2024
and stood at 2.75% at the end of third quarter of 2024,
which represents the historical minimum. Banks contin-
ued to keep sufficient provisioning levels in order to pro-
vide protection adainst credit losses, covering the NPLs
with 61.8% of IFRS provisions as of September 2023
(which is a bit higher than same time last year, when NPL
coverade ratio stood at 58.7%).
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Leasing sector

At the end of third quarter 2024, according to the statistics
of the National Bank of Serbia, 15 financial leasing com-
panies were operating on the Serbian market with total
assets reaching RSD 194 billion. Total receivables, in abso-
lute terms, amounted to RSD 177 billion and were 20%
higher compared to the third quarter 2023 (RSD
143.3 billion).

The major part of receivables were receivables indexed in
foreign currency (98%), the same as last year. Looking at
economic sectors distribution, the biggest portion of fi-
nancing was related to legal entities including privately
owned companies, small businesses and entrepreneurs —
87.9% (or RSD 159.4 billion in total), public sector 0.1% (or
RSD 207 million in total) and private individuals 11.2% (or
RSD 20.3 billion in total).

According to Association of Leasing Companies data, fi-
nancial leasing institutions in 2024 were still financing
mainly vehicles out of which 52% were passenger vehic-
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les and 32% were trucks, trailers and buses. In terms of
business activity, 30.5% of leasing financing was in tran-
sport, storage and IT communication sector, 12.3% in tra-
de and automotive repair, 13% in construction and real
estate, 9.5% in processing industry, water supply and wa-
ste management, and 1.4% in agriculture, forestry and fi-
sheries.

By the end of third quarter of 2024 in Serbia the number
of new vehicles financed through leasing in Serbia was
9.627 (passenger cars and light commercial vehicles) whi-
ch was 29.6% higher than in the same period previous
year. Share of new vehicles purchased via leasing in total
number of new vehicles sold is slightly higher compared
to the previous year and amounted to 36.6% (previous
year 32.4%).
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Consolidated financial performance of Unicredit Bank Serbia

Consolidated financial performance of

Unicredit Bank Serbia in 2024

UniCredit Bank Serbia, consolidated financial statements

(UniCredit Bank Serbia JSC Belgrade, UniCredit Leasing Serbia LLC Belgrade)

in thousands RSD 2024 2023 Change
Income statement
Net interest income 27,742,632 24,916,351 11.3%
Net fee and commission income 9,604,698 8,211,278 17.0%
Other non-interest income 1,916,940 1,124,610 70.5%
Operating expenses -12,593,253 -11,550,000 9.0%
Net impairment loss on financial assets 749,586 -1,746,337 -142.9%
Net impairment loss on financial assets 24,054,673 18,406,762 30.2%
Balance sheet
Loans and receivables to banks 72,007,912 63,006,391 14.3%
Loans and receivables to customers 384,756,722 344,469,707 11.7%
Deposits and other liabilities to banks 168,680,584 146,166,777 15.4%
Deposits and other liabilities to customers 463,782,795 389,735,404 19.0%
Equity 113,060,642 97,464,943 16.0%
Total balance sheet assets 762,261,853 653,515,628 16.6%
Capital adequacy
Total risk weighted assets 417,416,147 388,313,470 7.5%
Regulatory capital 86,116,618 76,582,486 12.40%
Capital adequacy ratio 20.63% 19.7% 93 bp
Key performance indicators
Cost/Income ratio 32.1% 33.7% -165 bp
ROA (Return on assets after tax) 3.4% 2.9% 45 bp
ROE (Return on equity after tax) 22.9% 20.3% 250 bp
Loans to Deposits ratio 83.0% 88.4% -542 bp
Asset(avg)/Number of employees(avg) 512,221 451,934 13.3%
Cost of risk -0.2% 0.5% -72 bp
Resources
Number of employees 1,391 1,374 17
Number of branches 71 72 -1

In 2024, the Bank confirmed its strong commitment to
continuous growth and preservation of high standards in
terms of profitability, productivity and efficiency. Accord-
ing to Q3 2024 data, the Bank was ranked as fourth on the
market in terms of total assets, with a market share of
11.1%, maintaining the same position compared to the
end of the previous year, with an increase in market share
of 0.4 percent. Total assets at the end of December 2024
stood at RSD 742.5 billion and achieved a growth rate of
16.3% compared to year-end 2023.

The Bank achieved annual growth of net loans of 11.3%,
better result compared to previous year (2023 4.9%),
which helped the Bank maintained a high market share in
net loans to customers (10.5% based on Q3 2024 data).
The growth was driven by the corporate sector lending
activity followed by retail sector lending in smaller
amount. Thanks to the good result, the Bank took one
place more in terms of loan portfolio size (4th place in 3Q
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2024) compared to the end of 2023 (5th place in 4Q
2023).

Besides the expansion of the largest asset category — the
customer loan portfolio, the bank continued to invest into
debt instruments with high degree of security, mostly
consist of sovereign bonds of the Republic of Serbia, with
a slight decrease in the size of the portfolio compared to
the end of the previous year in the amount of 1.5 percent
Over 60% of the portfolio consists of instruments with
longer maturities that the Bank intends to hold until ma-
turity.

The aforementioned growth of assets was financed with
an extraordinary growth of customer deposits of 19%
compared to the previous year, where both the corporate
and retail sector achieved strong growth rates compared
to the year before of 22,2% and 13%, respectively. A
strong growth of the customer deposit base compared to
the growth of credit portfolio resulted in the reduction of
the customer loan to deposit ratio, which ended the year
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Consolidated financial performance of Unicredit Bank Serbia continued

at a level of 78.5%, which represents a decline compared
to year-end 2023 when it amounted to 83.9%. A continu-
ous improvement of the deposit base, on both corporate
and retail side can be seen as a confirmation of UniCredit
Bank’s imade as one of the most sound and reliable banks
on the local market.

During 2024, the Bank achieved a strong growth in net
interest income of 11.5% compared to the previous vear.
Despite the gradual reduction of reference interest rates
of central banks during 2024, the movement of net in-
come based on interest compared to the same period of
the previous vear is the result of a diversified growth of
the loan portfolio with a continuous aspiration towards
segments and products with higher risk-adjusted profita-
bility. Also, the significant growth of the deposit base ena-
bled the placement of surplus liquidity in money markets
and reverse repo transactions with the National Bank of
Serbia.

Increase of net interest income was followed by the
growth of net income from fees and commissions, which
increased 16.8% compared to end of previous year. This
increase in net income from fees and commissions was a
result mostly the result of several strategic deals with cli-
ents from the business sector, the growth of the client
base and the growth in the volume of transactions and
the use of digital channels..

The movement of net expenses based on the impairment
of financial assets was determined for the most part by
the reduction of impairment in the part of the portfolio
related to corporate clients due to the significant collec-
tion of receivables from problematic clients, as well as by
the optimization of the methodology redgarding transfers
between stages (reduction of the high share of stage 2). In
the part of the loan portfolio that refers to clients from the
population segment, the reduction in impairment oc-
curred due to additional adjustments for the trend of mac-
roeconomic parameters (expectations regarding macroe-
conomic parameters were relaxed) and optimization of
the methodology regarding transfers between stages (re-
duction of the high share of stage 2), which was partially
offset on the other hand by the recognized maodification
effects due to the legal limitation of interest rates on
housing loans.

The bank continued with the successful management of
non-performing loans, which was confirmed by a signifi-
cant reduction in the ratio of gross non-performing loans,
which at the end of December 2024 was at a record low
level of 2.3%.

UniCredit 2024 Annual Report and Accounts

At the end of 2024, the Bank achieved a net profit after
taxes of RSD 23.5 billion, which represents an increase of
27.2% compared to result of previous year. The return on
equity indicator (ROE) also grew at the end of 2024 and
stood at 22.7%, which is 203 basis points more compared
to previous year. Herewith, the Bank confirmed its earning
capability in conditions of economic uncertainty thanks to
a stable and sustainable business practice focused on cre-
ating value for its clients. Apart from traditional commer-
cial banking, the Bank also continued with successful trad-
ing with financial instruments as one of the leaders on
both local and international market.

The achieved cost-to-income ratio of 31.8% is below the
industry average, with which the Bank confirmed once
again its ability to maintain high standards in terms of
operational efficiency. The indicator is somewhat lower
compared to the year before (33.3% at the end of 2023),
despite the fact that inflation in a majority of 2024 was
above the target of the National Bank of Serbia. On the
cost side, the bank continued to invest in its employees
and ICT infrastructure. Parallel with the increase in sala-
ries and wages, the growth of operating expenses and de-
preciation was to a large extent attributable to the growth
of ICT expenses and investments since the Bank contin-
ued to invest in the digital transformation of its business
model in order to create additional value for all its stake-
holders.

In accordance with its strategic commitment to the digital
transformation of its business model, the bank continued
to increase the participation of clients using the Bank’s
digital business channels in 2024. In addition to corporate
clients who have already seen the benefits of digital busi-
ness channels to a good extent, in 2024 significant results
were achieved within digital business and in the retail
business segment too. The number of active users of the
mBanking application increased by 6.9% compared to the
end of 2023, making more than 70% of the total client
base in Retail segqment active on mBanking in a period of
30 days.

UniCredit Leasing d.o.0. during 2024, achieved a growth
rate of its loan portfolio in the amount of 17%, which is a
much higher growth rate compared to the rate from 2023,
which was 2%. The higher growth rate is primarily caused
by the increase in new business, which in 2024 were 43%
higher than in the previous year. Consequently, the market
share in new business financing increased to 12% at the
end of the third quarter of 2024. And during 2024, the fo-
cus of UniCredit Leasing was on strengthening coopera-
tion with suppliers, supporting the segment of small and
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Consolidated financial performance of Unicredit Bank Serbia continued

medium enterprises, construction, agriculture and the IT
industry, as well as on innovation and development of
tools for faster and easier processing of client requests.

Overall, on a consolidated basis, UniCredit Bank Serbia
completed the business year of 2024 with record high re-
sults taking into consideration the economic uncertainty
which marked the 2024 as well, and continued to build
long-term partnerships with its customers and to fully
support the local economy,.

With a total consolidated capital adequacy ratio of
20,63% at the end of 2024, UniCredit Bank Serbia main-
tains a solid capital base, fully comprised of high-quality
common equity tier one instruments and significantly
exceeds the redulatory requirements for total combined
capital buffers.

The Bank is under the control of UniCredit S.p.A. Milan,
domiciled and registered in Italy, which is the sole owner
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of the Banks's common stock shares (100%). Related
parties of the Group are: parent bank, entities that are
members of the same group or are under joint control,
members of the Board of Directors and the Audit Com-
mittee, the Management Board and managers who as
members of the Group’s board (ALCO and credit commit-
tees) have the authority and responsibility to plan, direct
and control the activities of the Group (“key executives”),
close family members of key executives, as well as legal
entities that are under the control or influence of key ex-
ecutives and close members of their families, in accord-
ance with IAS 24. In the normal course of business, a
number of banking transactions are performed with re-
lated parties. These include loans, deposits, investments
in equity securities and derivative instruments. Related
party transactions are performed at arm’s length princi-
ple.
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Strategy for the upcoming period

STRATEGY FOR THE UPCOMING PERIOD

Three-year plan 2025-2027 of UniCredit Bank Serbia is a part of new Group Strategic plan UniCredit Unlocked, which
optimizes the Group’s operations and builds a clear long-term program for tomorrow, while moving into an era of purpo-
se, growth and value creation for all our stakeholders. UniCredit Unlocked delivers the following strategic imperatives and

financial ambitions:

Grow in our regions and develop our client base: sustainable growth both from our existing
and new clients, together with developing best-in-class product and services, either in house
or with external partners;

Change our business model and how our people operate: grow capital-light business, focu-
sing on value-added products and services for clients, together with targeted cost efficiency
to fund investment and deliver operating leverage;

Deliver economies of scale from our footprint of banks that provides us with diversification,
client access, multicultural mindset and cross-border operations;

Transform our technolody leveraging Didital and Data to create more personalized service
and a more efficient bank for all of our clients;

OJOIOIO

Embed sustainability in all what we do — strong internal ESG ambitions while supporting
clients in their green and social transition.

UniCredit Unlocked will deliver sustainable performance and profitable growth over in the next three years, via a combi-
nation of three interacting levers, optimally balancing growth, strength and profitability:

Cost efficiency, deliver a lower absolute cost base while fun-
ding Digital & Data transformation and investing in the Busi-
ness;

The Bank Optimal capital allocation, generating organic capital from
for Europe’s increased profitability and capital-light model, optimal capi-

Future

tal allocation and active portfolio management;

Net Net revenue growth that delivers profitability above the
Revenue cost of equity and recovery of market share.

The Bank’s Multi-Year plan assumes full enforcement and alignment with all regulatory requests and set limits while
achieving balanced growth. The plan also assumes keeping a strong track record of out-performing the market in terms
of business growth, operating profitability and efficiency, with a focus on further process and system improvements,
along with the aim to improve the portfolio quality and enlarge the active client base, in order to enable sustainable

growth.
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Ordanizational structure of Unicredit Bank Serbia
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Corporates

CORPORATES

In 2024, Corporates was oriented towards addition-
al strengthening of its position on the market through
growth across all business segments while supporting
both the public and the private sector and providing the
best service for all clients, deploying innovative solutions
to improve its business, processes and products.. The Divi-
sion continuously brings the Group’s worldwide expertise
to support local innovation, product development and
economic growth.

The loan portfolio of Corporates amounted to RSD
239.1 billion at the end of 2024 with an annual growth rate
of 14%, whilst deposits amounted to RSD 327,8 billion, a
27% increase. The total number of clients at the end of
Y2024 was 6326.

Client risk management and Treasury maintained the
Bank’s leading position on the domestic market. Accord-
ing to NBS data for the year 2024, UniCredit Bank was
ranked second in foreign exchange transactions with res-
idents, with a market share of 18.15%, and in first place
in foreign exchange trade with non-residents, with a mar-
ket share of 29.45%. UniCredit Bank maintained the first
position in the interbank market in euros with a market
share of 23.34%. During 2024, the Bank continued to pro-
mote hedging products, emphasizing protection against
fluctuations in interest rates, exchange rates and price
variations in the commodity market. The bank started of-
fering its clients an online platform for foreign exchange
trading and thus enabled its clients to conclude foreign
exchande purchase and sale transactions more quickly
and easily. The bank strove to be competitive with its
innovative approach and thus confirmed its leadership
position in designing and marketing these products. The
bank maintained its leading position in the trading of
financial instruments on the secondary market, with a
share of 23.6%, as well as a significant presence on the
primary market with a share of 21%. According to the
NBS report on the interbank REPO market, UniCredit Bank
participated in 98% of client transactions announced by
the NBS for 2024.

The Bank continued to support enterprises with long-
term investment plans and ventures, as well as those
that require working capital financing. With the aim to
strengthen competitiveness and entrepreneurship, Uni-
Credit secured an easier access to financing through the
guaranteed scheme program that enable relaxed collat-
eral requirements, longer maturity for Working capital
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loans and favourable interest rates compared to stand-
ard rates through the WB EDIF Guarantee4SME Resil-
ience guarantee program. The WB EDIF Guarantee 4SME
Resilience guarantee program covers loans of up to EUR
500,000. Under the Social Impact Banking and Impact
Financing programs, the Bank aims to support projects
that generate a clear and measurable positive impact on
the social community, with a particular focus on hiring
of endangered categories and social inclusion, as well as
providing support for projects in devastated and under-
developed regions in Serbia.

Corporates continued to focus on providing support for
export-oriented industries, with a strong belief in their
importance for Serbia’s economic growth and the imple-
mentation of the economic and industry strategy of the
Republic of Serbia. The Division focused on expanding the
cooperation with the existing clients and the acquisition
of new clients in a range of industries that have been re-
cording positive growth rates or possess a significant re-
covery potential, as well as on the expansion of the SME
client base. It also continued financing the public sector
(central and local self-governments), while it continued
working on improving public services for citizens. In ad-
dition to the above, the division strived to deepen and
further increase long-term partnerships with new and
existing customers based on reciprocity and trust. Relat-
ed improvement and optimization of risk-adjusted pricing
policy was a part of the year-round agenda in order to
better capture the risk profile of a client and provide an
adequate reward for the risk assumed. Corporates cus-
tomer satisfaction represents a crucial indicator of a suc-
cessful partnership with all our customers.

In 2025, Corporates will aim to maintain its leading po-
sition on the local FX, money and capital markets. Busi-
ness processes efficiency and effectiveness represent
a key factor for achieving business goals and the entire
Division structure will be proactively involved in the im-
provement, digitalization and automation of processes in
2025. In pursuit of this vision, the focus will be on: the
reduction of concentration along business segments and
increasing the share in the clients’ portfolio by strength-
ening relationships, further innovation of the product
portfolio by implementing new products, increasing the
penetration in the segment of small and medium-sized
enterprises, providing support for public projects, diver-
sification of the customer portfolio and revenue base as
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Corporates continued

well as increasing the loan portfolio balance in terms of
the currency structure.

UniCredit Leasing (UCL) recorded an annual growth rate
of 17% with a portfolio totalling RSD 21 billion at the end
of 2024.

In 2024, UCL posted new financing in the amount of EUR
111 million, which was 43% more than last year. Accord-
ing to Association of Leasing Companies data, at the end
of the third quarter, UCL market share in new business
financing amounted to 12%.

At the end of Q3 2024, UCL was 3rd on the market in the
segment of Equipment financing, with EUR 17,3 million
of new financing and a market share of 19%, while in the
segment of Vehicles, UCL was 5th on the market with
EUR 41,4 million of new financing and a market share of
11%.

30

During 2024, UniCredit Leasing focused on strengthen-
ing its cooperation with vendors, supporting the SME
segment, construction, agriculture and the IT industry
sectors as well as on innovation and developing tools for
faster and easier processing of client requests. UniCredit
Leasing successfully continued to provide subsidy pro-
grams and easier financing access through EBRD funds
and state-supported programs. Special attention was
dedicated to green economy and sustainable energy pro-
grams, where UCL will continue to contribute in coming
years.
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Retail banking

RETAIL BANKING

Despite the complex business environment caused by
global political tensions and their consequences, during
2024. there was chande in inflation and referent rates
trends turning from increase to falling trend, which had
positive impact on Retail Banking growth during 2024.
Total Retail loan portfolio increased by 5.0% y-o-y, while
deposits volume achieved annual growth of 10.9%.

Clients continued to show the trust in the Bank’s prod-
ucts, as well as the quality and reliability of services. In
the segment of Private Individuals (Pl), key credit products
in 2024 were cash loans with the insurance coverage in
case of unemployment. Despite very competitive bank-
ing industry and its strong consolidation, solid growth of
Pl lending portfolio by 3.9% was achieved, of which ma-
jor contribution came from cash loans which volume in-
creased for 7.3% compared to 2023. Despite challenging
macroeconomic environment Bank managed to signifi-
cantly increase loan portfolio level in Micro segment by
8.6% vyoy.

UniCredit is recognized as one of the most reliable banks
on the local market even during a crisis, considering that Pl
deposits volume achieved outstanding growth of 12.9%
compared to 2023 .

UniCredit bank is recognized as long-term partner which
is supported by the fact clients who transfer their sala-
ries and have different transactions with UniCredit bank
increased in number for 3.5% compared to 2023.

2024 was the year of further growth of digital business.
The number of active users of the mBanking application
increased by 7% compared to the end of 2023, making
more than 69% of the total client base active on mBank-
ing in a period of 30 days. In accordance with modern
trends and increased client expectations, digitization, as
a business transformation, is still one of the main prior-
ities. Some of the most significant digital improvements
done during 2024 in the consumer segment of are Debit
Card Virtualization, increase in hybrid sales, AML evalua-
tion, Processing of complaint requests for cards remotely
and improvement of the first call resolution of requests
. 25% of the ATM network was replaced with the latest
generation devices. Payment and withdrawal functions
in EUR have been introduced at 10% of ATMs. Also, we
achieved significant results through partnerships with a

UniCredit 2024 Annual Report and Accounts

renowned group of companies, such as retailers and shop-
ping centers

During 2024, we strived to keep the offer of our products
and services attractive for all segments of clients, indi-
viduals and legal entities. When it comes to private in-
dividuals, special accent was on the affluent segment,
high-value clients who expect quality and timely service,
not neglecting the mass segment, employees of our part-
nership companies, the public sector and budgetary insti-
tutions. Redarding clients from the segment of legal en-
tities, in addition to small businesses and entrepreneurs
with business income of up to 1 million euros, we contin-
ued to foster cooperation with clients from the segment
of adriculture.

When it comes to legal entities, UniCredit Bank strived
to make the loan approval process even faster and more
accessible, actively working on the development of tools
that should contribute to increasing the efficiency and ef-
fectiveness of the entire process. For the agro segment,
we plan to position ourselves as one of the main banks of
choice also during 2025, appearing at relevant fairs, semi-
nars, and primarily participating in subsidized and support
programs of the Ministry of Agriculture and other relevant
institutions. In addition to standard credit products and
savings options, we offered these categories of clients
relevant service improvements in the area of account
packages, as well focusing on newly founded companies.
As far as the existing portfolio of legal entities in Retail is
concerned, we were duided by group clustering of these
clients, with an equally important focus on credit clients,
transactors, depositories.

For private individuals, during 2024 we continued to work
on improving services that affect their satisfaction with
daily activities in Branch network, all with the aim of fur-
ther improving our basic performances -work at the cash
desk, ATMs, etc. It is precisely for this reason that we will
during next year work on the implementation of our new
service model. When it comes to products and services,
the focus was on requlatory compliance, timely respons-
es to client requests and always attractive price options
that should make us position among top peer banks and
ensure sustainable growth of market share. For our sav-
ings customers, it is important to point out that through-
out the year the bank provided stimulative offers for long
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Retail banking continued

term deposits so that we can continue to be the bank of
choice for savings.

The recognition as a socially responsible institution is of
great importance for the Bank, considering its commit-
ment to environmental financing in order to protect the
environment and raise awareness of all market partici-
pants.

32
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Risk management

RISK MANAGEMENT

Risk Management® is ordanized to cover risk manade-
ment, through the work of the following structures:

> Strategic, Credit & Integrated Risks (which includes
the structures: Collateral Management, Credit Risk
Control & Integrated Risks, Credit Risk Modelling and
Credit Process & Policies);

> Credit Risk Operations (which includes the structures:
Retail Credit Operations, Large Corporate Underwrit-
ing, Small Corporate Underwriting, Corporate Monitor-
ing and Corporate Special Credit);

> Financial Risks;

> Internal Validation.

They all report to the Management Board Member in
charge of Risk Management, which ensures there is no
conflict of interest and separation of risk management
activities from other regular business activities.

In order to define a consistent policy for the lending activ-
ity and a general framework for risk management, each
year, the Bank defines a Credit Risk Management Strategy
for retail and corporate segment. The Strategy includes
general quidelines for the basic parameters of risk man-
agement, principles of analysis of the creditworthiness
of each customer segment, and the determination of the
direction of development of individual products, as well
as a detailed review of portfolio development strategies
by individual industries. In this way, the Bank provides
that adopted business policies are carried out within the
framework that will result in an acceptable level of credit
risk at the level of individual sales and adequate diversifi-
cation and general quality of the loan portfolio. The Bank
also takes into account the analysis of money laundering
and terrorist financing risk when deciding on the assump-
tion of credit risk.

The focus in 2024 was on assessing and controlling the
potential negative effects induced by overall crisis related
to world conflicts but also negative market trends in sev-
eral industries, and its impact on portfolio.

Identification, measurement, control and management of
credit risk on the portfolio level is based on the reporting
system, which provides information about the condition,
quality and evolution of the loan portfolio. During 2024,

there was a continuity of credit risk measurement process
improvement through implementation of methodological
changes relating to IFRS 9 and optimization of CRWA?,
as well as the calculation of economic capital for certain
risks within pillar 2. The main focus was placed on the
implementation of the new transfer logic model to iden-
tify significant increase in credit risk (stage 2), inclusion
ESG components (transitional and physical risk) in expect-
ed credit loss calculation, as well as the maintenance of
previously quantified nedative effects resulting from geo-
political situation, and calculation of the impact of new
maodification effects on financial result of the Bank due to
NBS Decision? based cap of interest rates .

When it comes to Basel Standard implementation, the fo-
cus of activities was on development of new exposure at
default model as well as development of new loss given
default model and testing and implementation of new in-
ternal rating model for legal entities (annual income above
3MEUR). In the field of IFRS 9 standards, IFRS9 methodol-
ogy simplification project has been initiated by the Group,
in which a new transfer logic model was developed, which
is used for quantifying significant increase in credit risk,
extended the data time series and recalculated the loss
given default model.

During 2024, several projects/initiatives were implement-
ed and launched that provided continuous monitoring of
key risk indicators from various fields:

— Mainly regulatory changes regarding calculation
and reporting of RWA have been implemented in
accordance with Basel 4 regulation (CRR Il Regula-
tion) which comes into force from Q1 2025;

— Redulatory framework for second level credit risk
control (2LC) was adopted and activities on imple-
mentation of specific controls were started;

— Monthly monitoring was introduced for key KPI's in
line with Risk Appetite Framework (RAF);;

— Activities on implementation of comprehensive
loan data template according to the ECB require-
ment (CRLDT) as well as activities at the local level
related to the AnaCredit project were started;

1. Within Risk Management there is also a structure in charge of non-financial risks.

2. Credit Risk Weighted Assets

3. Decision on Temporary Measures for Banks to Facilitate Access to Financing for Natural Persons, reached by NBS on 20.12.2024.

UniCredit 2024 Annual Report and Accounts
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Risk management continued

— New concept in calculation ECL for Leasing which
takes into account the value of financed asset (so
called EAD secured model) was implemented;

— Intensive activities on adjustment of the credit pro-
cess for the corporate clients have been performed,
along with implementation of accompanying tools,
in terms of the impact of the climate risks (transi-
tion and physical risk) and Net zero strategy, in such
a way that the exposure to climate risks and Net
zero perimeter becomes part of the credit strategy
towards these clients.

Regarding Corporate monitoring, bearing in mind current
crisis hotspots (Russia-Ukraine, Middle East), the in-
creased monitoring of warning signals, clients and port-
folios, and the implementation of various measures
aimed at reducing risks in cooperation with clients who
are on high-risk client watch lists, is continued. Beside
this, additional measures in further automation and opti-
mization of warning signals, in line with overall worsen-
ing of liquidity and decreased transparency of client’s fi-
nancials, as well as with optimizing process for SME
segment were taken.

The bank continued with the comprehensive analysis of
the existing monitoring process, both on its own initiative
and in accordance with audit measures and process
chandes dictated by the Group, all with the aim of im-
proving its efficiency and effectiveness, in order to recog-
nize risks earlier and to ensure a timely reaction of the
Bank. During 2024, number of clients on watch lists re-
mained stable but with increased number of clients
transferred from to worse catedories i.e. in Special credit
responsibility.

Regarding the Corporate Special Credit, in September
2024, ordanizational structures Corporate Restructuring
and Corporate Workout were cancelled, while FTEs from
the stated structures were united to the Corporate Spe-
cial Credit structure, due to process simplification and
unification of similar jobs. Activities of stated former or-
ganization structures are performed in the scope of
unique structure Corporate Special Credit. Besides regular
activities, focus is on timely recognition of problematic
exposures (NPE) also by utilization of more intensive
communication and coordination with Corporate Under-
writing structures and Corporate Monitoring. General
business environment and possibilities of clients’ recov-
ery are regularly monitored. Just like in previous year, dur-
ing 2024 significant reduction in problematic loans in
restructuring was recorded, through regular collection,
collection from collateral and non-core assets (voluntary
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sale), as well as the return of a number of clients to per-
forming status. The fluctuation of clients in restructuring
portfolio was on a reqular basis. At the end of 2024, the
number of restructuring clients has not changed signifi-
cantly compared to the end of the previous year, which is
the result of a balanced influx of new clients and the re-
turn of existing clients to the standard portfolio or refer-
ral to collection. Some of the restructuring clients with
large exposures were transferred to Standard portfolio or
fully closed (repaid). Some restructurings included larger
number of banks and were based on INSOL principles for
managing problematic exposures and clients.

Corporate Workout continued with collection for Client
from CWO portfolio, through court processes. In 2024 in
several occasions CWO realized selling of receivables, for
clients on off balance and balance accounts, which had
positive results on NPL reduction on Bank level.

In the Retail segment, for private individuals, small busi-
nesses, entrepreneurs, registered agricultural holdings, as
well as companies, the focus in 2024 was on increasing
the efficiency of all processes, through the audit of the
process steps and activities on the development of new
automated technical tools for loan approval, as well as
the improvement of existing ones, then on the improve-
ment of the process of loans monitoring and collection,
as well NPL reduction.

During 2024, Collateral Statistical Monitoring was com-
pleted as well as further improvement of cooperation
with external associates: valuation companies, licensed
appraisers, insurance companies, monitoring companies
and lender supervisors. Aside from that, general improve-
ments of collateral management process and practice
were also implemented through more agile acquisition of
valuations, insurance policies, more detailed tracking of
mortdade inscriptions, increased involvement of lawyers
in the registration of mortgages etc. The Bank was ade-
quately delivering regular monthly reports regarding real
estate valuations to NBS, which are used for loan pro-
cessing purposes.

In the area of financial risks management, the focus of
activity was on the improvement of standards in the con-
trol and management of market, counterparty, interest
rate and liquidity risk.

In the area of market and counterparty risk management,
a significant part of the activities was dedicated to mon-
itoring volatility and developments in local and global
markets, as well as the development of the main macro-
economic indicators to maximally protect the Bank’s cap-
ital and profit

UniCredit 2024 Annual Report and Accounts



Risk management continued

In the area of interest rate risk management, the scenar-
jos used in monitoring interest rate risk exposures in the
banking book have been updated in accordance with the
latest EBA standards. A special focus was on the amend-
ment of the Law on Consumer Protection and the consid-
eration of the application of a new redulation in interest
metrics.

In the area of liquidity risk, the Bank’s strong liquidity po-
sition was maintained, structural liquidity reports were
improved, a new NBS methodology and the need for
NSFR reporting were introduced, activities were carried
out to update the scenarios and assumptions used in
stress tests, the processes for identifying risks that may
lead to increased exposure to liquidity risk were improved,
as well as the processes of independent assessment of
the adequacy of the bank’s financing plan in redular and
unforeseen events were improved. The phase of develop-
ment and validation of modelling of term deposits has
been completed, the implementation of which is expect-
ed to optimize structural metrics (SLR indicator).

One of the very important goals of the Bank in the field of
risk management is to achieve and maintain all stand-
ards in the control and management of non-financial
risks, in accordance with the established system of iden-
tification, assessment and control of these risks. The
Bank manages operational risk through: collection and
validation of data on internal losses, analysis of scenarios
in order to estimate maximum losses, monitoring of key
risk indicators (KRI), self-assessment of operational risks
(RCSA), analysis of key risks for the Bank, analysis of oper-
ational and reputational risk of entrusting the relevant
activities of the Bank to a third party, analysis of opera-
tional and reputational risk when introducing a new prod-
uct or significant product changes, analysis of operational
risk of information systems and cyber risk. Evaluation of
the reputational risk of clients/initiatives/transactions/
projects/ and other topics for which there is identification
of potential high reputational risk is carried out within the
Committee for Non-Financial Risks (NFRC) - Subcommit-
tee for Reputational Risk.

Internal validation of implemented model performance
represents an integral part of risk management system.
A particular focus was on the validation activities of the
new local rating model for corporate segment. In the con-
text of structural liquidity management, initial validation
report for Term Deposits model was issued. Also, initial
validation was issued for the new version of the non-ma-
turing deposits model that is used for interest rate and
liquidity risk management. In addition, validation activi-
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ties were focused on additional adequacy assessment of
the IFRS 9 model components for the impairment of fi-
nancial instruments, intended to enhance the effective-
ness of the currently implemented Expected Credit Loss
(ECL) framework.

Based on the foregoing, it can be concluded that during
2024 the Bank enhanced risk management system,
which, along with its capital adequacy and profitability
levels, guarantying an adequate management and cover-
age of the risks to which the Bank is exposed.

Integrated risk management function within which, in ac-
cordance with the Law on financial leasing, UniCredit
Leasing entrusted the tasks of identifying, measuring, as-
sessing and managing risks to the risk management
function of the Bank, was dedicated to improvement of
economies of scale in credit business, support in com-
mercial actions and credit process optimization.

Risk Management will continue with the efforts and ac-
tions aimed at improving the system of management of
all risks to which the Bank is exposed in its operations.
Special focus is planned towards further enhancement of
the credit process in order to improve efficiency, as well
as on creating a comparative advantade in the market
through process optimization, and through improvement
of the tools for identifying and mitigation of credit risk. In
that way, adequate support to all ordganizational struc-
tures will be secured. In 2025 one of the main goals is to
maintain and improve portfolio quality and enable base
for sustainable growth with focus on further portfolio di-
versification, but always using proactive approach toward
risk management enabling new client acquisition.
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Banking support

BANKING SUPPORT

During 2024, additional focus of employees was placed
on process optimization and digitization, modernization
and energy efficiency, all with the aim of improved client
experience, more efficient work of employees, and the
adoption of the principle of reasonable energy use.

In 2024 Digital & Information started with introduction of
Federative Data Architecture which will enable decentral-
ized and structured data management based on data
products and data ownership. Also, the focus was on the
development and improvement of the platform for cred-
it processes and further digitization in both segments, as
well as on the presence and promotion of digital chan-
nels through digital services and platforms for document
exchange.

Agile methodology was applied in the implementation of
several projects with the aim to increase efficiency and
faster achievement of project goals.

Additionally, Digital & Information continued with further
industrialization of the Bank’s microservice architecture
aligning with the stratedic plan to use the DevOps meth-
odology. In this sense, several applications based on the
“modern stack” (for example, modern JavaScript frame-
works like React, as well as modern backend technolo-
gies and databases) were developed relying exclusively
on the internal resources. The applications were auto-
mated using the DevOps methodology and the microser-
vice framework, all in line with the modern industrial
standards.

In cooperation with the Digital & Information structure
and external partners, Security has initiated and imple-
mented a series of improvements in the field of Cyber
and Corporate security, focusing on the protection of in-
formation and the constant action against numerous cy-
ber threats that are on the rise, by implementing new as
well as upgrading existing tools and processes, not ne-
glecting education and spreading awareness among em-
ployees, as well as investing in the professional knowl-
edge of employees, and improvements in Corporate
security area. Particular challenges are represented by
the increasing activities of ransomware groups as well as
phishing campaigns. In the aforementioned process, and
in accordance with the local and Group strategy, the im-
plementation of initiatives as well as their planning is
carried out in close cooperation with colleagues from the
Group, firmly adhering to the principles of standardiza-
tion and optimization of processes and solutions.
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To meet the demands and growing needs of clients, in
parallel with the development of digital channels, during
2024, three (3) branches were completely renovated or
moved to new locations, while another three (3) were
adapted in accordance with the modern concept and de-
sign. In addition, the premises used by employees in Cor-
porate and Cards, in Novi Sad and Belgrade, and small
business in Nis, were adapted.

In cooperation with colleagues from the ordanizational
units responsible for retail and small business operations,
the process of qualitative and quantitative control of ar-
chived active client documentation is continuously im-
proved. Control measurement of the completeness of
documentation as well as qualitative verification of doc-
umentation is monitored monthly and adequate actions
are taken to correct any errors observed.

In 2024, it was ensured that 100% of the electricity that
is directly invoiced and that the Bank uses for regular op-
erations is from renewable sources. Additional energy
saving initiatives were implemented — the latest genera-
tion of cooling and ventilation equipment was purchased
with features that contribute to reducing electricity con-
sumption.

During 2024, 8 new economical vehicles that meet
EUROG6 standards in terms of environmental protection
were purchased, replacing the oldest cars in the bank’s
fleet. Regular monitoring of the occupancy of vehicles in
the fleet was introduced with the aim of more optimal
management.

Asset Management implemented a project to develop
the “Branch ID” — the branch identity card, which includ-
ed an overview of all important construction elements of
the branch facilities, and the equipment in it, with the
aim of identifying deficiencies and forming a specific
plan for eliminating deficiencies.

Procurement and Cost Management supplemented and
defined roles and responsibilities in procurement pro-
cesses, both centralized and decentralized. Manual qual-
ity control of data entered into procurement processing
tools has been established, namely by linking due invoic-
es with procurement numbers, ensuring risk reduction
during procurement implementation.

Further optimization and transformation of Operations
Back Office continued during 2024 with the aim to re-
duce operational risks, increase customer satisfaction
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Banking support continued

and productivity. Several processes were enhanced
through the implementation of new applications, en-
hancement of existing one and implementation of RPAs.

New application solution was implemented in Foreign
payment area, ensuring automatic bookings for 80% of
incoming payments. Not only that this improvement in-
creased efficiency of the team but in the same ensured
better customer experience.

Increase of the efficiency was also achieved in Domestic
Payment area by entrusting the processing of citizens’
checks to a third party, which ensured improvement in
servicing the Bank’s clients.

In 2024 we managed to implement QR code for cash pro-
cessing, enabling 26% increase of productivity for these
activities in Main Vault and Retail Network.

As an additional tool for the improvement of the support
in service providing to Bank’s clients and increased pro-
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ductivity, the implementation of Robotic Process Auto-
mation continued, which ensured the improvement of 11
processes in Operations Back Office.

In order to further boost optimization in Operations Back
Office area project Opera was initiated guaranteeing
transformation of Back Office by maximizing efficiency,
quality and sustainability.

Thanks to efficiency, flexibility and expertise, Operations
Back Office structure significantly contributed to the
bank’s business success in 2024.

The focus of COO (Chief Operations Office) in 2025 will be
on continuous digitization, constant improvements and
further raising of employees’ awareness of the “green
way of thinking” with the aim of preserving the environ-
ment, increasing client and employee satisfaction.
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People & Culture- P&C

PEOPLE & CULTURE- P&C

The operations of the People & Culture in 2024 were fo-
cused on providing strategic support to the realization of
the Bank’s planned business activities through:

> Strengthening the organization in the direction of bet-
ter understanding of corporate culture;

> Empowering leaders through leadership development
programs;

> Further strengthening of sales skills in corporate bank-

ing and in retail and small business operations;

Data academy;

ESG trainings;

Empowering women leaders in the ordanization;

Wellbeing internal trainings;

Strong focus on promoting ordanizational values.

vV V. V VvV V

UHaving in mind the strategic development plans of the
bank, in 2024, P&C strived to support operations in the
most adequate way, primarily with overcoming challeng-
es, achieving goals, which was carried out via the im-
provement of organizational culture and competencies in
the field of sales skills and expertise, a culture of team-
work, communication and presentation skills, digital
transformation and innovation.

This year, as well, the Bank also paid special attention to
the development of leadership skills on all managderial
level and talents of the Bank and motivating and retain-
ing employees who achieve high achievements and have
potential for further development. Leveraging on internal
capacities and in cooperation with external consulting
companies’ numerous workshops and trainings were or-
ganized during 2024 with having more than 32.713 hours
of learning. For the Bank’s Management, the develop-
ment programs were focused on leadership skills im-
provement with main focus on ESG topics, while for the
ordanizational parts of the Bank which cooperate with
clients the focus was on improvement of presentation
and sales skills.

This year, workshops were organized as part of the Data
Academy program, which focuses on training and im-
provement in the areas of data management, data anal-
ysis and federal data architecture. In parallel, in order to
strengthen the leadership skills and provide adequate
support to UniCredit leaders, the P&C in cooperation with
a global provider, focused on a young talents of the Bank
program, selecting the new generation of future leaders,
aiming to strengthen and increase their digital and lead-
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ership skills as future leaders in an era of constant market
change.

We also launched 2nd cycle of program: ‘Wisdom’ for
reskilling and upskilling of our most senior employees.

In 2024, the P&C has continued the initiative started in
the previous years and finished 4th edition of the pro-
gram which aim is to support and empower women lead-
ers in our ordanization by providing support on the path
of personal growth and further career progress. This
pragmatic program supports building women’s leader-
ship in our ordanization.

During previous years P&C developed Retail Management
Academy “Effective Management Practices” — develop-
ment program for Branch Manager, that we continued to
implement during 2024 extending the scope also to Re-
tail head office management. The program has been cus-
tomized to address our organization’s particular needs,
topics such as: giving feedback, deledating, leading
teams, personal organization, motivating teams.

P&C supported employees through a changed communi-
cational approach constantly informing them about new
career opportunities and promotions, as well as in ena-
bling them to change positions within various organiza-
tional parts of the Bank.

Striving to adequately empower and support employees
in achieving their business goals and improve their per-
formance, the P&C has supported employees in improv-
ing their expert and social skills by organizing and provid-
ing budget for various trainings, domestic and foreign
certificates, and international seminars and conferences
that employees attended online during 2024.

In 2024 strong focus was also on promoting ordaniza-
tional values, recognition of the ones that are true value
promoters, and of course promotion of Diversity, Equity
and Inclusion as our core value.

As in previous years, in 2024 UniCredit Bank provided pri-
vate health insurance for all employees. In 2024 the Bank
continued to provide free online psychological counsel-
ling for its employees.

Moreover, UniCredit Bank has continued to implement
previously adopted benefits and initiatives such as Birth-
day Holiday, Free Day for employees whose children are
in the first grade of primary school, and Parental Support,
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People & Culture- P&C continued

for the father of a new born child to providing 20 days of
paid leave

Also, we continued to support all our employees who are
facing the challenges on their path to parenthood (cover-
ing the cost of one IVF procedure).

Bank continued providing benefit that was introduced in
2023, after long term leave moms can work one month
part- time, with a full salary. In addition Bank introduced
new benefit to all employees — Day for the loved ones,
one day of paid leave employees can use any day during
the calendar vear.

In order to encourage employees to take more care of
their well-being, health and good life habits, People and
Culture has enabled employees to access the Rezilent
platform in 2024, through which employees are encour-
aged to take more care of their mental health through
the psychological support program. In addition, employ-
ees can access numerous content and seminars on vari-
ous topics related to health, parenting and good lifestyle
habits.

Cooperation with universities has continued through in-
ternship programs, study visits and scholarships for the
best students.

UniCredit 2024 Annual Report and Accounts

In 2024, the Bank also earned two very important certifi-
cates. First one is the Top Employer certificate for the
best employer, a recognition awarded to organizations
providing exceptional working conditions, developing ta-
lent and implementing best practices in human resource
management. UniCredit Bank is one of the few financial
institutions in the country that holds this certificate. Se-
cond one is EDGE certificate, recognizing our company as
gender equality company. UniCredit Bank is only financial
institution with such certificate in Serbia.

In 2024, the P&C will continue to work on strengthening
the organization and strengthening the organizational
culture and employees of the Bank in the field of transfor-
mation towards digital business, development of talents
and aiming to build a stable network of successors for
leadership positions. It will also continue to promote a
flexible working culture, create a balance between busi-
ness and private life, support in the form of more com-
prehensive medical services and the promotion of heal-
thy life habits.
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Identity and communication

IDENTITY AND COMMUNICATION

During 2024, geopolitical tensions had a significant im-
pact on the global economy and, consequently, on the
banking sector. Large-scale conflicts continued to unfold
in many places around the world, creating uncertainty in
markets and fueling inflation. Central banks responded
by raising interest rates to curb inflation, leading to in-
creased volatility in financial markets. Despite all these
challenges on the banking market, our bank responded to
everything in a timely, careful and thorough manner.
Identity and Communications continuously aligned prior-
ities, communication and activities, as well as key mes-
sages in a coordinated manner so that all interested par-
ties were respected.

As in previous years, and during 2024, UniCredit Bank re-
mained committed to continuous and proactive informa-
tion and support of its employees, clients, community
and requlatory authorities. Through all available chan-
nels of communication, the Bank provided timely and
transparent notification of all relevant information, in-
cluding new products and services, business results, cur-
rent campaigns, as well as changes in the Bank’s opera-
tions both locally and throughout the Group. Continuous
work was done on the promotion of all products and ser-
vices, with the aim of increasing the number of users,
while existing clients sought to be reqularly informed and
referred to all the advantages provided by our products
and services. Special emphasis was placed on digitaliza-
tion of services, promotion of mBanking, eBanking and
multifunctional ATM services.

With all the decisions and goals of the Bank, clients and
bank employees were familiar throughout the vear, re-
ceiving information in a clear way. Additionally, the re-
sults of the Group and the Bank are communicated local-
ly on a quarterly basis.

In order to enable sustainable growth, in 2024, we fo-
cused on strengthening our core product and services
from the Retail Cooperation Sector, such as Cash Loans,
Credit Cards, Student Packages and digital sales chan-
nels, as well as promation of key benefits for clients. One
of the milestones was Virtual Card launching, which rep-
resent innovation not only for the bank, but also for the
market.

In February, we started the promotion of Cash Loans with
special offer for new clients - 5% bonus on the first salary
to all those who transfer their salary to our bank and
campaign while the spring period was reserved for

40

launching new “Happy Cash Loan,”. This time we reward-
ed our clients with a family trip of their choice, and posi-
tioned UniCredit Bank’s cash loans as a cash loan that
always gives more. Autumn we used a bit different ap-
proach and promote cash loan special offer for Public
sector (education, health care and the Ministry of Interior)
as part of campaign UniCredit for Serbia, which aimed to
strengthen the imade of UniCredit Bank as a bank that
works for all people.

In order to spread idea of the UniCredit for Serbia cam-
paign among the local community, we supported a num-
ber of local cultural events and launched a number of
special offers that applied only to these local towns and
their populations.

The last quarter of the year was very intensive. Firstly, we
launch new Virtual Card under the slogan REST IS HISTO-
RY, which represented an innovation not only for our
bank, but also for the entire market. In addition to tradi-
tional channels, the campaign also had a strong presence
through digital channels and influencers, thus positioning
UniCredit Bank among the younger population and in a
new light.

Through the UEFA campaign, we revived history and after
20 vyears re- launched an iconic challenge “ Lateci Start”
that made our customers to quickly go to the branch and
open an account to get tickets for the football match.
With cooperation with Mastercard and UEFA, we also
pleased the children from Orphans Home “Zvecanksa”, to
whom we provided support and accompaniment to the
players of Red Star and Barcelona at the Champions
League match.

In order to strengthen loyalty in the segment of custom-
ers, small businesses and entrepreneurs, we have once
again ordganized a loyalty campaign called “We reward
when we work successfully,” which has been in place
since September. As part of the loyalty campaign, our
customers had the opportunity to compete in the
achievement of certain criteria. After the end of the cam-
paign, we will reward three clients with three attractive
prizes for the first, second and third place.

The promotion of the Flexia credit card was consolidated
during the whole year, with communication peak at the
end of the year and in the spirit of the New Year holidays.
This campaign was supported by well-known influencers,
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Identity and communication continued

as well as a gift for additional shopping for the first 200
customers who open a Flexia credit card.

We also give a great focus on direct communication with
the student base, where through various campaigns and
special offers, we have provided our users with the op-
portunity to achieve additional benefits as clients of the
bank.

The month of December traditionally ended with the
New Year's offer of cash loans, which stimulated our cli-
ents to fulfill their wishes and start the New Year’s magic.
In 2024, UniCredit Bank strengthened its cooperation
with the media, emphasized its presence through various
media channels and genres in order to contribute to
maintaining a good reputational status, as well as posi-
tioning the Bank as an expert in the field of banking, eco-
nomics and finance, as well as the ESG field. In commu-
nication with the media and, indirectly, the wider public,
the focus was on highlighting products and services,
while at the same time dreat attention continued to be
given to the promotion of socially responsible projects of
the Bank, responsible and sustainable green business,
both of our Bank and of the clients to whom we provided
advisory services. support.

In various media formats, by participating in conferences
and panels, lectures and workshops across the country,
relevant interlocutors and representatives of the Bank
conveyed their knowledge, experience and expertise in all
areas of the Bank’s operations. They emphasized the im-
portance of digital services and the Bank’s contribution to
investing in the community in which it operates. The
goals of communication were successfully achieved
thanks to the cultivation of good relations with the me-
dia, with mutual respect, appreciation and the establish-
ment of trust and support.

In accordance with the goals of empowering the commu-
nity, and especially female entrepreneurship, this year
the celebration of International Women’s Day at UniCred-
it Bank was extended to the whole of March. Women em-
ployed in the bank received gifts with motivational mes-
sages, and the bank also organized a two-day Women's
Entrepreneurship Fair in front of the bank’s headquarters
in New Belgrade. A total of 12 female entrepreneurs re-
ceived a free stand in front of the Bank’s headquarters,
where they could sell and display their products, regard-
less of the type of production. The action of empowering
women continued in cooperation with the Chamber of
Commerce and Industry of Serbia (CCIS), through partici-
pation in the project “Women entrepreneurs - the
strength of the economy”. Through that project, ladies
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from UCB gave lectures in various fields to numerous fe-
male entrepreneurs.

In order to go one step further than the favorable offer of
cash loans, the award competition “Lucly cash loan drives
your wishes” was also successfully ordanized, through
which existing and new clients were awarded three
vouchers each for a prize trip, purchase of equipment,
purchase of furniture and six vouchers each. for the pur-
chase of mixed goods.

During the year, the comprehensive initiative “UniCredit
for CEE” was promoted, which also includes “UniCredit
for Serbia”, which refers to the support of small and me-
dium-sized businesses, so that they can properly face all
market challenges and be more competitive.

In the last quarter, a campaign was launched to promote
investment in education, highlighting projects through
which the Bank has supported so far and through which
it will continue to strengthen educational institutions and
educators.

Also, in the same quarter, for the most important stake-
holders and clients of the bank in Belgrade, Kragujevac,
Cacak, Ni& and Novi Sad, a play “The Book of Milutin” was
ordanized.

Among the employees, Internal Communication had a
very important and recognized role in 2024 as well. In
order to respect the transparency of work and business
continuity, communication with employees was regular
and timely. In addition to the existing channels - e-mails
and the internal portal of the Bank and UniCredit Group,
this year a newsletter called “Uni Momento” was
launched, in which every two weeks an overview of
events and notifications from the bank, summarized in
one place, is sent to employees. Also, regular notifica-
tions on computers continued. In order for all employees
to be informed about current achievements and goals,
management meetings are also organized regularly.

Numerous internal campaigns promoted our values of
Integrity, Ownership and Caring, as well as collegiality,
team spirit and education and personal development.
During 2024, we continued to communicate individual
stories and successes of employees.

The campaign “Each branch is a story” was also launched,
through which the teams from the branches are present-
ed, as well as the places where they are located. In May,
a volunteer action was organized in which members of
the Volunteer Club, together with members of their fam-
ilies, arranged and beautified parts of the reserve in the
Obedska Bara special nature reserve.
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Identity and communication continued

The UniCredit Family Day gathered employees and their
family members, as well as their pets, in the bank’s prem-
ises, as well as on the plateau in front of the entrance to
the head office in New Belgrade. Performances by vari-
ous animators, workshops for children and adults, arcade
games and adoption of pets were organized. As part of
the UniCredit Group’s “Kids4Kids” initiative, a perfor-
mance was ordanized for the employees’ children in an-
ticipation of the holidays, and they, together with their
families, prepared gifts for the little ones at the Drinka
Pavlovi¢ Home, which is owned by the Center for the Pro-
tection of Infants, Children and Youth in Zvec¢anska, and
Elementary school “Ljubomir A¢imovic” for children with
disabilities in Obrenovac.

Through all channels of internal communication, em-
ployees are regularly informed about all strategic goals
and decisions of the local Bank and UniCredit Group.

In 2025, Identity and Communications will remain fo-
cused on providing support to the bank’s operations
through informing clients through all available communi-
cation channels. Additionally, maintaining and improving
the bank’s reputation will be in focus, through the contin-
ued implementation of various initiatives aimed at em-
powering the local community. Also, internal communi-
cation will continue to be a channel of communication
between sectors, as well as support for all employees to
realize their full potential and to feel integrated in the
Bank’s activities and projects.
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Foreword

Foreword

In a dynamic and unpredictable business environment, UniCredit continuously enhances its ESG strategy to address
contemporary challenges and market demands. Sustainability represents a core value embedded across all aspects
of operations, aiming to generate long-term value for clients, employees, and society as a whole. UniCredit Bank’s ESG
strategy is founded on clear principles that emphasize integrity, accountability, and transparency, establishing a solid
foundation for sustainable growth and business resilience in the future. These principles are not merely a commit-
ment but also a strategic framework that shapes the bank’s operations, decision-making processes, and communica-

tion with all stakeholders.

Our ESG Principles

Leading by example on ESG
Our ESG doals

Our key stratedic actions

Partnering with our
clients for a just
and fair transition

Supporting
communities and
society

We are enhancing
our approach to
risk and lending

Steering our
behavior with clear
commitments

Our enablers

Our Governance Model

Our Culture

Monitoring, Reporting & Disclosure

Our ESG strategy encompasses clearly defined objectives
focused on the economic, environmental, and social di-
mensions of business operations, with particular empha-
sis on reducing greenhouse gas emissions, achieving cli-
mate neutrality, and supporting clients in their transition
to sustainable business models. Through these objec
tives, UniCredit actively contributes to shaping a greener
and more equitable future. At the same time, the bank
fosters partnerships with clients to support a fair and just
transition, provides strong support to communities and
society at large, and aligns its operations with clearly de-
fined commitments. All these activities are built on a sus-
tainable approach to risk management and responsible
lending practices, ensuring long-term business stability
and resilience.

A key component of the ESG strategy is the focus on as-
sessing climate risks, ensuring better alignment with
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market needs and client expectations. Through a proac-
tive approach to identifying and mitigating these risks,
UniCredit ensures enhanced transparency, financial sta-
bility, and trust among all stakeholders. Simultaneously,
the bank continuously invests in developing internal ca-
pacities, tools, and employee skills to ensure the effec-
tive implementation of ESG standards across day-to-day
operations. Improving monitoring and reporting systems
on ESG objectives allows for better strategic deci-
sion-making and continuous performance improvement
in this field.

UniCredit firmly believes that economic growth, environ-
mental protection, and social responsibility must not be
viewed as separate objectives but as interconnected pil-
lars of sustainable business practices. Our vision for the
future is built on a harmonious synergy between business
success and societal well-being, where sustainability is

UniCredit 2024 Annual Report and Accounts
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Foreword continued

not merely a goal but a way of conducting business, and
a fundamental value reflected in every activity of the
bank. By integrating sustainability principles into every
segment of its operations, UniCredit remains steadfast in
its mission to be a key driver of positive change and long-
term development.

In doing so, UniCredit not only contributes to reducing
adverse environmental impacts but also actively builds
the foundations for a stable, inclusive, and resilient socie-
ty where business and communities thrive together. This
commitment is not merely a strategic objective but a
long-term responsibility toward future generations, with
a clear vision of creating a world where sustainability,
transparency, and accountability shape every decision
and every step toward a better future.

UniCredit 2024 Annual Report and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.
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Environmental protection

Environmental protection

Climate risk and portfolio steering

At the group level, UniCredit strategically manades cli-
mate change risks by integrating transition risk, physical
risk, and reputational risk into credit processes while si-
multaneously implementing long-term strategies aligned
with Net Zero goals. The Group’s focus is on adapting fi-
nancial and operational activities to sustainability chal-
lenges and supporting clients in their transition process-
es. These strategies are detailed in the publicly available
document— the Integrated Sustainability Report.*

Transition risk has become an integral part of the local
credit process, which has been enhanced in line with the
group strategy to enable more precise evaluation and
monitoring of financing. Clients are classified into differ-
ent groups based on specific criteria, and their transition
risk assessment forms the basis for offering appropriate
products and services. The assessment process includes
guestionnaires and analyses based on internally derived
evaluations as well as external databases, providing in-
sights into clients’ risks, vulnerabilities, exposures, and
potential financial impacts.

Special attention is given to clients from Net Zero rele-
vant sectors with significant greenhouse gas (GHG) emis-
sions— Oil & Gas, Power Generation, and Automotive. In
line with Net Zero objectives, clients are assessed and
classified according to their alignment with transition re-
quirements. Based on this classification, financing strate-
gies are developed to support their energy transition,
emission reduction targets, and decarbonization projects.

Enhancements to the local credit process have been
strengthened through the implementation of new IT
tools that enable a more detailed analysis of climate
risks, GHG emissions assessment, and support in financ
ing decisions. At the same time, special attention is paid
to employee training to ensure their re adiness to apply
new standards and procedures in line with ESG strategies
and objectives.

Sustainability as a part of banking product offer

For many years now, the green economy has been an
important part of the corporate business of UniCredit
Bank, who is already market leader in financing wind en-
erqy projects, and increasingly strong market competitor
when it comes to solar energy.

Based on that, during the year 2024, in partnership with
the Green for Growth Fund, two credit facility lines were
available to the domestic economy in the amounts of
EUR 50 million and 10 milion, to support the recovery of
green projects in Serbia.

Guided by the values of sustainable development and,
above all, social responsibility, Corporate, in addition to
individual infrastructure projects, participated in the initi-
atives of international investment and development
banks. These programs are intended mostly for the seg-
ment of small and medium enterprises that have a very
important role and impact on both economic and social
development. Corporates continued to identify needs
and support the development of this economic segment
by providing them an easier access to funding sources.

Transitional impact is achieved via loan facilities and
guarantee instruments based on funding from the EU,
governments of EU members, Government of Serbia and
various donor funds which have social and environmen-
tal goals, as well as the general growth of the economy.

Aforementioned environmental goals serve to support
the path to green transition. Thanks to the support from
EU, German government and other donors, the impact is
achieved through dedicated EBRD, KfW and GGF facilities.
The function of the facilities is to finance projects which
reduce the energy usage and the emission of CO,, by
stimulating green energy sources. Client range stretches
from private individuals to large scale renewable energy
project financing. Also by adopting EU standards the
companies will be more competitive on the EU market
which will lead to more export of the final products on
the high quality demand markets.

UniCredit Leasing also participated in the EBRD program,
financing investments in line with EU standards in the
field of ecology, energy efficiency, health and safety
hence contributing to a better quality of products rele-
vant for society preservation.

In 2022. UniCredit Leasing has signed with EBRD The Sus-
tainable Reboot SME Programme. Aim of this Programme
is to encourage SMEs which are weathering the current
crisis to ‘reboot’ their activities, improve their resilience
and productivity by investing in sustainable and compet-
itive technologies thus increasing the implementation of
EU and other international standards, through the provi-
sion of financing, investment incentives and technical

4. https://www.unicreditgroup.eu/en/esg-and-sustainability/sustainability-reporting.ntml
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Environmental protection continued

assistance at SME level in the field of environmental pro-
tection, occupational health and safety and product qual-
ity and safety.

The Bank is also a beneficiary of the funds of the German
KfW bank, and during 2024 the focus was on credit lines
that contribute to the reduction of carbon dioxide emis-
sions, with a purpose of financing in energy efficiency
and renewable energy. Namely, with the financing of ma-
chines and machinery that reduce CO, emissions by more
than 20% compared to the old machine that is being al-
ienated, the client receives a grant in the amount of 10%
of the amount of financing, as well as for renewable en-
erqy projects.

Finally, in 2022. Bank has signed with EBRD The SME Pro-
gramme for financing SMEs business, with three tranch-
es disbursed in 2023 and 2024, with commitment, on
best efforts base, to utilize minimum 10% for the Green
Loans. Unicredit Leasing signed with EBRD in 2023 simi-
lar Program, but with usage of minimum 30% for the
Green Loans on best effort base.

Sustainability of Banking Operations

Optimization of daily operations and efficient use of ener-
gy is a prerequisite for achieving goals in the field of envi-
ronmental protection. In this regard, decisions made re-
garding business trips, heating and cooling of business
premises, use of official vehicles, as well as paper con-
sumption should contribute to achieving a positive im-
pact in terms of environmental protection and reduced
use of non-renewable energy sources:

> The bank gives priority to the procurement of air con-
ditioners that do not harm ozone whenever feasible,
and of a high level of energy efficiency.

> In numerous cases, during the renovation of branches,
heat pumps with high energy efficiency were in-
stalled, in order to contribute to the saving of electric-
ity

> Initiatives were implemented to save energy in order
to reduce energy consumption in the coming years
(replacement of old equipment with new, more ener-
gy efficient equipment, reduction of the working time
of illuminated advertisements, implementation of
motion sensors in order to increase the control of light
operation);

> Electricity consumption was reduced in 2024 by 5%
compared to 2023.

> When purchasing products, care is taken to choose
those that have ecological certificates such as: FSC,
PEFC, Green Range, Eco Label.
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> Companies for professional rehabilitation and em-
ployment of persons with special needs are included
in the procurement of paper and toilet packaging;

Consumption of water and energy, paper saving and
waste management

Electricity Consumption

Description Unit Quantity
Direct enerdgy consumption (for premises)
by primary energy source
Total direct energy consumption kWh 77,651
01 — Natural gas kWh 73,029
02 — Diesel kWh 4,622
03 — Other crude oil and petroleum products (e.g. Fuel Oil,
Gasoline, etc). Please exclude all fuels used for travel kwh
transportation
Total indirect enerdgy consumption
01 - Electricity energy consumed from purchased sources kWh 4,081,892
02 — District heating, and if applicable cooling, consumed
kWh 705,500

from purchased sources
Percentade of indirect renewable electricity
from special agreements
01 - Total amount of renewable electricity purchased from

X kWh 2,043,892
special agreements
02 - Total amount of indirect electricity consumption kwh 1,015,000
03 - Percentage of indirect renewable electricity from special % 5%
agreements on total indirect electricity consumption
Percentade of indirect renewable heating
from special agreement
01 - Total amount of renewable heating purchased from

) kwh N/A
special agreements
02 - Total amount of indirect heating consumption KWh
(INCLUDING DATA PROCESSING CENTERS)
03 - Percentade of indirect heating from special agreements % N/A

on total indirect heating consumption

Total enerdy consumption from all sources
(consumed purchased energy sources and
self-generated self-consumed electricity from
renewable sources)

kwh 4,787,392

Waste Management

Total weight of waste creation by type Unit Quantity
Paper and cardboard - EWC codes: 200101, 150101 Kg 627
Other waste (steel) Kg 699
Total waste Kg 1,326
Water Consumption

Total water withdrawal Unit Quantity
01 - Total water consumption m’ 11,659

Total water consumption including tap water and water
from water gallons.
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Environmental protection continued

Copy Paper Consumption

Type of paper used Unit Quantity
Total amount of paper used Kg 73,775
Quantity of used paper that is labelled as FSC or PEFC
Kg 73,775
(out of total amount of paper used)
Quantity of the remaining total paper consumption, that is kg 0
labelled with other environmental certifications/labels.
1S0 9706,
IS0 9001,
Details of these other environmental certifications/labels. Kg 1SO 14001,
OHSAS
18001
How much of the total paper is not included in any of the kg _

above catedories (02,03,04)

Responsibility in registration and qualification of
suppliers

The sustainability segment is also integrated into the se-
lection of suppliers with which the Bank cooperates. A
qualification questionnaire is used for this purpose, and
each supplier is obliged to fill in the mentioned docu-
ment in order to qualify to become a supplier of UniCred-
it Bank. One part of this questionnaire is the section “Sus-
tainability Requirements”, which consists of the minimum
requirements in the field of sustainability that a potential
supplier must meet. The questionnaire requires the sub-
mission of the following information: the existence of an
environmental policy; compliance with the basic princi-
ples of the United Nations Global Compact; compliance
with ILO requirements; compliance with local regulations
in the field of environmental protection; disclosure of as-
pects relevant to the environmental protection of prod-
ucts and services sold or offered by the supplier; whether
the company is subject to audit in accordance with 1SO
19011; confirmation that no proceedings have been in-
stituted against the company in connection with the vio-
lation of labour rights and environmental laws. During
2024, a total of 263 suppliers successfully met the
criteria from the questionnaire.
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Social responsibility

Social responsibility

Key social projects, initiatives and results in 2024

“Lucky Cash Loan Drives Your Desires”

In order for UniCredit Bank Srbija to go a step further than
the favorable offer of cash loans, the prize contest “Lucky
Cash Loan Drives Your Desires” was successfully organ-
ized, through which existing and new clients were award-
ed three vouchers for a prize trip worth RSD 300,000.00.
purchase of equipment in the value of RSD 150,000.00,
purchase of furniture in the value of RSD 120,000.00 and
six vouchers each for the purchase of miscellaneous
goods in the value of RSD 100,000.00.

Empowering women

This year, the celebration of International Women’s Day
at UniCredit Bank was extended to the whole of March.
Women employed in the bank traditionally received gifts,
this time with motivational messades, while the bank
also organized the Women’s Entrepreneurship Fair in
front of the Central Bank building, which lasted for two
days. A total of 12 female entrepreneurs - six on the first
day and six on the second day of the fair - were given a
free stand in front of the Bank’s headquarters, at Jurija
Gadarina Street 12, where regardless of the type of pro-
duction, they had the opportunity to sell and display their
products.

In this way, in addition to exposure and sales, the Bank
enabled female entrepreneurs to exchange experiences
and connect with other entrepreneurs and gave them the
opportunity to promote their brand.

The action of empowering women continued through co-
operation with the Chamber of Commerce and Industry
of Serbia (PKS), through participation in the project
“Women entrepreneurs - the strength of the economy”
through which women employed at UCB held a series of
lectures from various fields to numerous entrepreneurs,
members of the CCIS.

Volunteer Club

The voluntary commitment of employees at UniCredit
Bank Serbia is recognized and visible in a systematized
and ordanized way, through the functioning of the Volun-
teer Club, through which employees can decide on the
area of their contribution depending on their desires and
affinity, such as education, environmental protection or
humanitarian actions. Of course, all three areas are avail-
able to those who wish. And during the year, a certain
number of employees joined the Club so that it now has
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more than 250 members. During the spring, perhaps the
biggest volunteer action was ordanized so far, where em-
ployees arranged locations in the Obedska Bara Special
Nature Reserve. a new model of the reserve was created
showing the parts of “Potkovica” and “Kupinske greda”,
part of the running boards on the pier for catamaran and
boats were replaced, and four information boards were
installed. For the youngest members of the Volunteer
Club, an outdoor educational lesson was organized, where
they could hear about the rich history of the swamp-for-
est complex, which is a meeting place for numerous rare
plant and animal species. In order to carry out the works
as efficiently as possible, the bank directed a monetary
donation to the Public Enterprise of Vojvodina Forests.

Volunteer work throughout the year was maintained con-
tinuously through several workshops and lectures for
high school and university students. Also, employees
were happy to respond to invitations to participate in the
numerous projects of the “Junior Achievement” ordaniza-
tion, which the bank and UniCredit Foundation support,
and also through engagement in delivering gifts and get-
ting to know children with disabilities and developmental
disabilities.

Our ambassador of culture, Nikola Vuleti¢, and champion
of culture, Jovana Zelji¢, had the opportunity to, together
with the employees of “Zvuci srca”, which employs peo-
ple with disabilities, make items that they sell and thus
empower a part of the local community.

On the occasion of World Food Day, our team dathered
and prepared delicious meals for residents of the Associ-
ation for Helping People with Developmental Disabilities
- We Live Together. In this way, October 16 was an oppor-
tunity to raise awareness together about global problems
such as hunder, malnutrition and lack of food that affect
millions of people around the world.

In anticipation of the holidays, the employees of the bank,
together with their families, prepared and packed gifts
for the little ones in the Drinka Pavlovic Home, which is
run by the Center for the Protection of Infants, Children
and Youth in Zvecanska, and the Elementary School
“Ljubomir Acimovi¢” for children with disabilities in
Obrenovac.

By making greeting cards and preparing gifts, the Group
initiative that we gladly supported “Kids4Kids & Donation
Day” fulfilled its main goal, which is for employees to
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Social responsibility continued

spend time with their loved ones in an interesting way
and to encourage their children to think of others. After
that, employees of the bank, members of the Volunteer
Club personally distributed many gifts and congratula-
tions to the children and enjoyed the time spent with
them.

Children from Zvecanska at a football match

UniCredit Bank, in cooperation with the company Master-
card, provided children from the Center for the Protection
of Infants, Children and Youth “Zvecanska” an opportuni-
ty that will be remembered for a lifetime. Thanks to the
official sponsor of the UEFA Champions League, the Mas-
tercard company, the little ones had the opportunity to
watch the match between FC Red Star and FC Barcelona,
which was held in Belgrade as part of the UEFA Champi-
ons Leaque. They also participated in the unique Player
Mascot experience, which allowed them to go out on the
field together with the players before the start of the
game, which brought visible joy to all participants. The
children had the opportunity to experience the excite-
ment of warming up for the match, a test run on the field
through the tunnel and receiving the official uniforms
that were left for them as a gift, and to go out on the field
before the start of the game, hand in hand with the foot-
ball stars from the two football teams.

In addition, our Bank donated sneakers to the children, so
they went out on the field fully equipped.

UCB employees as mentors, judges and lecturers for
high school students

Through the Program “Strengthen yourself for the future”
of the UniCredit Foundation and the Youth Achievement
Ordanization at the European level, our bank participated
in all the projects of this organization in Serbia. UniCredit
Bank employees helped high school students to better
understand the world of business and finance through
mentoring and volunteering activities. Thus, the employ-
ees of our Bank were members of the jury and mentors
through the Business Challenge programs, the Student
Company program, the Challenge Special competition,
and the Business Ethics program. T

hrough a partnership with the “Education Group” consist-
ing of the Nordeus Foundation, the Center for the Promo-
tion of Science, the Digital Serbia Initiative and Youth
Achievements in Serbia, UniCredit employees are en-
gaged as mentors in the Financial Literacy program,
which includes a large number of secondary schools
throughout Serbia.
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MOGIS program

In cooperation with the AFA Association (Association for
the Affirmation of the Potential of Women), the MOGIS
Program was implemented to empower dirls to endage
in science, technology, engineering, art and mathematics.
One of the goals of the project is to gather and connect a
greater number of girls and women, as well as to reduce
the gender gap in technological occupations and pro-
mote positive role models through a network of mentors
from institutions and companies.

Belgrade Marathon with BELHospice

And this year, UCB employees ran the Belgrade Marathon
in the team of the BELhospice association. By participat-
ing in the 37th Belgrade Marathon in the team of the
BELhospice Association, our employees traditionally sup-
ported and additionally sponsored the Association, which
helps oncology patients in the advanced stages of the
disease, as well as their families.

Cooperation with UniCredit Foundation

Cooperation and implementation of UniCredit Founda-
tion projects was not absent this year either. First, through
the internal Gift Matching project, through which our em-
ployees donate funds to certain proposed organizations,
and the Foundation doubles those donations. Then,
through the EDU Fund competition, which is carried out
in all UniCredit Group countries with a total fund of up to
14 million euros in support of projects aimed at programs
to combat educational poverty. The programs of this
competition refer to the support of programs that fight
against educational problems in all countries in which
the Group operates. That program will continue into the
next year, and we will find out the winners in the follow-
ing period.

Key policies in the field of social issues

»Group principles and guidelines for managing
sponsorships and donations” and the Business Rule
“Sponsorship and Donation Policy“

Social responsibility as a part of banking product
offer

As a financial institution — UniCredit Bank has an oppor-
tunity to provide solutions to social challenges directly
through offering inclusive banking products to vulnerable
society groups and economy subjects that have restrict-
ed access to finance under commercial terms.
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Social responsibility continued

Banking products with social impact aim to support
youth and women employment with special focus on the
micro enterprises and start-ups. The support for latter is
channeled through EIF guarantee instruments — EaSI
(Program for Employment and Social Innovation), intend-
ed for microenterprises which has been present in the
bank’s offer since 2021 and Resilience program intended
for small and medium enterprises according to the EU
definition, which has been present in the bank’s offer
since 2024. In comparison to regular lending conditions,
there is a reduction in interest rates, fees and the require-
ment for collateral for loan users. These instruments pro-
vide first loss guarantee protection facilitating more cli-
ents being reached by loans.

The product development under European Investment
Bank (EIB) leadership “The Social Impact Banking”, using
funds from Economic Resilience initiative (ERI Fund) was
launched on the market in second half of 2022 as well as
second second trance in the end of 2023. The loan from
the EU bank is being complemented by a grant provided
by ERI and the grant will reward companies that meet
specific targets to foster women’s employment and en-
trepreneurship, youth employment and professional de-
velopment as well as the social inclusion of underserved
or vulnerable demographic groups (e.g. minorities, people
with disabilities, refugees, etc.) who often face additional
barriers to entry job market. Companies that apply for
funds from this facility at UniCredit Bank will define a list
of goals for increasing their positive impact on the com-
munity, and only those who accomplish them will receive
additional financial incentive from EIB. “The Social Im-
pact Banking” program is another way to build a fair-mind-
ed and more inclusive society with main goal of this inno-
vative financial instrument is to stimulate the
employment of persons from vulnerable groups, ensure
their training and long-term retention.

In order to achieve the goals of the green transition, the
support of the EU, the German government and other do-
nors is used through the dedicated facilities of the EBRD,
KFW and GGF. The function of the facilities is to finance
projects which reduce the energy usade and the emission
of CO,, by stimulating green energy sources. Client range
stretches from private individuals to large scale renewa-
ble energy project financing. Also, by adopting EU stand-
ards the companies will be more competitive on the EU
market which will lead to more export of the final prod-
ucts on the high-quality demand markets.

Client range stretches from private individuals to large
scale renewable energy project financing. Also by adopt-
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ing EU standards the companies will be more competi-
tive on the EU market which will lead to more export of
the final products on the high quality demand markets.

“The Social Impact Banking” program is another way to
build a fair-minded and more inclusive society. The goal
of the program is to recognize, finance and promote peo-
ple and companies that have a positive impact on socie-
ty. The model is based on three main pillars: Microfinanc-
ing, Impact Financing and Financial Education, supported
by the volunteer work of UniCredit Bank employees..

The corporate investment sector focuses on raising posi-
tive impact in society (Impact financing pillar) through
the financing of projects and activities that, in addition to
economic benefits, intend to generate positive and meas-
urable social impact.

For that reason, UniCredit Bank has established coopera-
tion with the European Investment Bank (EIB) alongside
the support of Frankfurt School of Finance and Manage-
ment with aim to implement above mentioned project,
in which the main focus will be on supporting the Bank
and clients in raising social impact including:

> Gender equality;

> Inclusion of as many young people as possible, (Youth
inclusion) and

> Inclusion of people with disabilities as well as those
who are traditionally excluded from society (Social in-
clusion).

Through micro crediting, the Bank aims to support devel-
opment of small businesses not only through offering its
financial services, but as well through consulting and
nurturing good client relationship, that is believed to be
in the core of further business development. By doing
this, the company wants to be involved in making posi-
tive surroundings for creating positive impact and sup-
porting its clients through special products tailor made to
their needs and opportunities.
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Labour Matters

Labour Matters

The four important directions of people management,
through the implementation of our strategy, essentially
target the four key domains of human resources and are
structured as follows:

A. Managing and planning of workforce, support the ba-
sic principles of mutual respect and fair dealing,
transparent working methods and open communica-
tion; determining compensation in accordance with
the criteria of the labour market, all in terms of new
environmental requirements, digitalization and espe-
cially by changing the approach and understanding
the way of doing business;

B. Improving labour skills, by encouraging the require-
ments for personal development of employees, both
through training, qualification and training, as well as
the implementation of retaining and the acquisition
of new skills. Also, refreshing youth teams, by joining
the youth programs, approved by Government of Re-
public of Serbia in cooperation with relevant Ministry
of Labour, Employment, Veterans and Social Affairs
and National Employment Agency, by implementing
multi-annual employment planning strategies;

C. Better functioning of the operational model, with a
special focus on reducing staff turnover and better
organization of the work model and the ordanization
as a whole, and further improving mobility within the
Group and

D. Fairness, gender equality and promotion of internally
equal opportunities for all employees.

Key projects, initiatives and results in 2024
Behaviour based on UniCredit values and personal re-
sponsibility of management and employees are among
our core principles and are embedded deep in the values
of our company. By promoting the basic postulates of our
company: cooperation and energy, focus on what is im-
portant, discipline and focus on achieving results, builds
a fair and functional relationship of employees with each
other and towards work.

The success of UniCredit is mainly due to the highly qual-
ified and motivated employees of the company, because
the innovation comes from the employees themselves
who are dedicated to work and the company. This is the
reason why training and professional development, as
well as the promotion and development of talents, man-
agers and experts, are carried out continuously.
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Encouraging the young generation by promoting talent,
advancement, training and working in the UniCredit
Group, in other member countries, gives employees great
opportunities for their professional advancement and ca-
reer, as well as personal achieverment.

Employee development is implemented, except through
opportunities for advancement and career development,
through the provision of personal development plans,
giving benefits, and training, rewarding in accordance
with the work and cultivating a culture of equality and
respect for others as well.

Flexible working environment

Following trends, the Bank has organized its work as re-
mote working model respecting all proposed safety in
redards to all jobs and positions that are applicable for
that model without nedative impact on productivity and
having in mind nature and features of work activity itself.
This working model requires two days working from
home per week and three days of working from employ-
ee premises with previously assuring that all suggested
measures for healthy and safety work are met.

Redular review and assessment

At UCB, all employees have the opportunity to participate
in the creation of personal development plans, while the
formal evaluation of work performance and individual
development is conducted, also for all employees, once a
year. At the end of each year, goals for the next year are
defined for each employee. The final assessment of the
realization of goals, successes and challenges achieved in
the previous year is assessed at the meeting of the em-
ployee and the superior in the first quarter of the next
year. Performance assessment also includes assessment
of values, and from the overall performance assessment,
opportunities for career development and total contract-
ed earnings are assessed.

Salaries of employees in the Bank are calculated in ac-
cordance with the Labour Law and the Labour Rulebook.
Net salary is the same for full-time employees that per-
formed same tasks and job description regardless of the
gender structure of employees. The level of earnings in
accordance with market conditions and the employee’s
contribution to the company’s results is an imperative for
UniCredit in managing compensations and rewarding in
accordance to performance.
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Labour Matters continued

Health and safety

People & Culture and FM Department are in charge for
occupational health and safety of Employees in UniCred-
it.

The bank has hired an external company that is special-
ized in occupational health and safety and from which
the Person for health and safety at work has been ap-
pointed in compliance with the law.

In accordance with the law and according to the neces-
sary dynamics, the organization of training on safe and
healthy at work, basic training of employees in the field
of fire protection, training for first aid (for which all man-
agers and a certain number of other employees are
trained), measurement of microclimate, testing of electri-
cal installations, simulation of fire protection procedure,
are conducted.

Safety and health at work is carried out in accordance
with the Rulebook on safety and health at work, adopted
by the Employee.

Health protection

In accordance with the needs imposed by the environ-
ment, employees are provided with a package of health
services that includes physical exams and selection of
other expert examinations by doctor’s specialist, accord-
ing to the needs of employees, at the expense of the
Bank. Investing in safety and health and disease preven-
tion leads to employee satisfaction, greater commitment
to work and overall well-being of employees. Health care
does not include only one physical exam per year, as is
usually the case on the market, but also includes the pos-
sibility for employees to use the specialist services of var-
jous doctors throughout the year. Ophthalmologist exam-
ination are included in the packade. In addition, the Bank
has enabled the family members of the employee to ac-
quire the same types of medical services in a certain
medical institution under more favourable conditions. In
2024, the bank continued to provide free online psycho-
logical counselling for its employees.

Regarding occupational diseases that employees could
be exposed to due to prolonged sitting and working in
front of a computer, as well as due to the most common
diseases of modern society, online lectures were organ-
ized by advisory experts in the field of medicine referring
various topics (cancer prevention, workplace ergonomics,
challenges in parenting, etc.). Topics like above men-
tioned are also available on Rezilient platform, platform
that provides employees tom access different type of
topics and webinars related to wellbeing, healthy life,
parenthood etc.
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Other benefits

Also, the bank continued to implement previously adopt-
ed benefits and initiatives such as paid day off for birth-
day, days off for employees whose children are enrolling
the first grade of elementary school, and parental sup-
port, such as the possibility for father of new-borne child
to use up to 20 days of paid leave right after child birth.
In 2022 the bank launched whole new way of parental
support for employees by allowing refinancing costs for
the first attempt of in-vitro fertilization up to EUR 5.000
net, that continued in 2024. Additionally Bank provides
its employees additional day of paid leave “Day for the
loved ones, that they can use any time throughout the
year.

Employee training and education

At UniCredit Bank, we believe that knowledde is a rare
thing that is multiplied by sharing. We nurture a culture
of learning and development and we are committed to
the implementation of trainings that are in the develop-
ment plans of all employees, we further nurture talents
through specially created programs and try to always
keep up with trends through our optional initiatives.

In 2024, the Bank paid special attention to the develop-
ment of leadership skills and talents of the bank and mo-
tivation and retention of employees who perform high
achievements and have the potential for further develop-
ment.

Numerous workshops and trainings were organized in
2024 in cooperation with external consulting companies.
When it comes to the Bank’s Management Team, the de-
velopment programs were focused on improving leader-
ship skills and change management, while for the ordan-
izational parts of the bank which cooperate with clients
the focus was on improving presentation and sales skills.
In this year workshops were organized for all ordaniza-
tional levels of on the topic of effectiveness and meet-
ings with the aim to improve mutual communication,
overcome challenges and better understand the needs of
team members when working remotely. At the same
time, in order to strengthen leadership skills and provide
adequate support to UniCredit leaders, P&C in coopera-
tion with a global provider, focused on the bank’s young
talent program, future leaders, striving to strengthen and
increase their digital and leadership skills as future lead-
ers.

In 2024, the P&C has continued the initiative started in
the previous year and finished the program which aim is
to support and empower women leaders in our ordaniza-
tion by providing support on the path of personal growth
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Labour Matters continued

and further career progress. This pragmatic program sup-
ports building women'’s leadership in our organization.

Striving to adequately empower and support employees
in achieving their business goals and improve their work
performance, P&C has supported employees in improv-
ing their expert and social skills by organizing and provid-
ing budget for various trainings, domestic and foreign
certificates and international seminars and conferences
that employees attended online during 2024.

The topics we dealt with were, among other things:

> Effectively management practise (feedback, delega-
tion, personal organization and prioritization, motiva-
tion and development of employees)

> External training for the population of employees
within CIB Division (focusing on Social Impact Bank-
ing...) External sales and presentational skills trainings
for colleagues working with Corporate and Retal cus-
tomers Data Academy: trainings and improvements
in the areas of data management, data analysis and
federal data architecture

> Onboarding for new employees,

> Training dedicated to new employees,

> Regdulatory required trainings such as: Mandatory
training for cash management (recognizing false
money in RSD and EUR currency), continuous train-
ings for insurance representatives in branches, for li-
cense maintaining, as well as education of employees
who obtain insurance licence; sales of saving insur-
ance for employees in all the Branches, as well as
trainings related to Payment service law & Law on
Protection of Users of Financial Services that were
provided to the employees working directly with the
clients

> Local talent program

> Wisdom, program for strengthening and development
of leadership and digital skills for senior employees

> Emberin — program for strengthening leadership of
women

> Mentoring — cross country mentoring

> @Group trainings on various topics actual in Banking in-
dustry

> ESG trainings.

This resulted in 32.713 employee training hours in
2024.

Supporting youth
Starting a professional career by daining the first practi-
cal knowledge and experience in professional internships
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is extremely important for young people, primarily be-
cause it helps them to better position themselves in the
competitive labour market.

UniCredit Bank strives to help young people to take their
first professional steps and to get used to working in a
business environment by cooperating with educational
institutions.

In 2024, UniCredit Bank continued cooperation with the
Faculty of Computer Science, University of Belgrade, for
the second year in a row, aiming to provide scholarships
to the best students, where, after completing the schol-
arship study program, the selected student will be of-
fered a job in the Bank on the basis of this scholarship.
Unicredit also continued with summer internships pro-
grams and participated in “Moja prva plata” - National
employment service program.

Global mobility

At UniCredit, we believe that every voice, culture and ex-
perience enriches the diversity of our ideas that inspire us
to grow and change.

Our international presence enables us global cooperation
and teamwork both through different sectors and be-
tween different countries.

What makes our Group unique is that we are united in
diversity.

Our differences encourage us to be more opened, flexible
and tolerant, for new knowledge, new perspectives and
new tastes. How successful the team of different profiles
is best confirmed by our successful results and satisfied
clients, and so on from year to year.

Increasing the functionality of the operating model
and lowering fluctuations

The fact is that we are transforming as a Bank, but also
as a Group, and our business models and patterns are
changing as well. In order to make this really happen, Uni-
Credit is following these transformations in the organiza-
tional terms as well.

The goal of the changes we are implementing, which in-
clude simplification of the structure, is to strengthen our
Bank, achieve greater flexibility, build a culture of person-
al responsibility of each employee individually, simplify
processes and provide greater connectivity and interac-
tion between colleagues, so that we get speed, quality,
and thus the satisfaction of our clients and employees.

UCB’s business is structured and dynamically managed,
capable of quick reaction and faster response to opportu-
nities and challenges.
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Labour Matters continued

To achieve this, the Bank seeks to establish fewer hierar-
chies in relationships and responsibilities, and more con-
crete and effective communication, engagement and
visibility of everyone’s work, less bureaucracy and unnec-
essary work procedures, and more space for a qualitative
approach that gives real value, faster decision making,
and less workload and greater job satisfaction, and a shift
towards a culture of work based on the qualifications of
our staff, strengthening of their expertise and space for
further professional development.

Fairness, gender equality and promotion of
internally equal opportunities for all employees
Taking into account legal norms, expertise and qualifica-
tions in employment, the Bank actively worked on pre-
serving and improving the established gender equality
and balance in 2024. The Bank has paid special attention
to equality in the workplace and provides equal opportu-
nities for women and men in terms of career and person-
al development, as evidenced by the fact that women
occupy 2 out of 5 positions in the Management Board of
the Bank at the end of 2024 .

The awareness of the need for gender equality of em-
ployees is at a satisfactory level and numerous activities
are dedicated to this topic.

There is no need to make gender differences for the pur-
pose of employment in the Bank, as well as in terms of
promotion or changing job position. All employees have
the right to maternity leave, and we especially support
the return of the colleagues to work after the end of ma-
ternity leave. The Bank appointed local Diversity Manager
for the purpose of implementing all of the above. This
policy is a way to continue to have a fair approach and to
ensure a fair and respectful work environment, in which
women and men have equal opportunities and rights,
and whose work is valued on the basis of personal merit
and potential, regardless of gender and other personal
characteristics. Respect of diversity is an important part
of our Strategic Plan to foster growth, a sense of belong-
ing to the UniCredit Group and create a competitive ad-
vantage.

Our personal commitment and strong responsibility are
extremely important for creating a positive work environ-
ment and for changing the way of thinking to real cultural
change.

Accordingly, we have created a special training for all em-
ployees called “Diversity, Equity and Inclusion”. Greater
awareness and understanding of this phenomenon
makes our work environment more inclusive, because
during this training we learn how not to succumb our own
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and others’ prejudices. When we are aware that we may
be unconsciously biased, it can actually become our
strength.

Thanks to our strategic approach, in our bank women
make up almost 68% of the total number of employ-
ees, and more importantly, the percentage of women in
management positions is around 50%. We strive to be-
come one of the best employers in Serbia, and in order to
achieve that goal, it is clear to us that it is necessary to
constantly invest in diversity and gender equality through
numerous initiatives.

The full gender structure of employees in UniCredit Bank
on 31st December 2023 is as follows:

Description Total number Woman Man
Number of employees 1354 915 439
Managerial positions 210 101 109
Officer positions 1144 814 330
Women on maternity leave 74 73 1
Women returning from maternity leave 22 21 1

During 2024, a total of 74 colleagues used the right to go
on a maternity leave. In the same vyear, 22 colleagues re-
turned to their jobs after the end of maternity leave, whi-
ch bedan in 2023.

In 2019, we launched a program called “Women empo-
wered” which aims to empower women in their career
development. The fourth generation finished its program
in 2024. Every moment in career can be a step towards
something new, and the chandes we are already expe-
riencing today can become part of a comprehensive plan
towards fulfilling personal potentials. It is important that
we always move forward towards development. Talent,
strength, empathy, self-confidence, are just some of the
motives that adorn our community of Brave Women.

We are proud that after maternity leave, mothers can
work 4 hours a day to make the period of separation from
the child as painless as possible, and this benefit, with a
similar goal of supporting the private and family lives of
employees was also made available to fathers in 2022,
who can use up to 20 working days of paid leave after
child birth, which also continued in 2024. Work-life ba-
lance is important, so for that reason, parents will get a
day off for the day their children start school, as well as
work from home and flexible hours.
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Labour Matters continued

Key labor policies

Compliance with regulatory requirements is an impor-
tant aspect of our corporate philosophy, and manage-
ment is directly responsible for this aspect.

In order to implement the strategy described above, the
People & Culture has carried out appropriate activities in
accordance with the Bank’s strategic documents relating
to various areas of responsibility towards employees:

Framework for P&C policies;

UCB Employment Rulebook

Compensation policy

Global mobility

Employee training

Law on Safety and Health at Work and Occupational
Health and Safety Rulebook adopted by Employee.

V V. V V VvV V
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Human Rights Protection

Human Rights Protection

Integrity, Accountability, Caring

These values unite and define the culture of UniCredit
Group: the way in which decisions are made and how
those decisions are implemented. Together, they repre-
sented an evolution of the Integrity Charter. One simple
guiding principle is to live in accordance with these values
every day, in all parts of our operations: Win. The right
way. Together. Basic principles and values become Integ-
rity, accountability, caring.

Applying these values and quiding principles in everything
the company is doing, at every moment, supports our
path to becoming the Bank we have always wanted to
be:

> guide the interactions of all colleagues across the
Group

> highlight the promotion of diversity and a work-life
balance as crucial for our Group strengthen our cul-
ture of free expression (speak up culture) and protect
against reprisal are applied to all business policies of
the Group about sustainability and client interactions

> represent fairness to all stakeholders, at any moment,
in order to achieve sustainable results.

UniCredit Bank’s P&C policy framework is a fundamental
document, which principles, implemented through pro-
cedures, are strictly adhered to in our day-to-day busi-
ness. The mentioned document is based on the interna-
tional principles of human rights, which are included in
the Universal Declaration of Human Rights and the Dec-
laration on Fundamental Principles and Rights at Work of
the International Labour Ordanization.

UniCredit Bank provides a work environment free of dis-
crimination, harassment and sexual harassment, which
protects the dignity of employees and promotes a safe
and professional working environment that develops
teamwork, diversity and trust.

Prohibition of discrimination refers to direct and indirect
discrimination based on sex, birth, languade, race, colour,
age, pregnancy, health, disability, nationality, religion,
marital status, family obligations, sexual orientation, po-
litical or other beliefs, social origin, property status, mem-
bership in political or trade union ordanizations or some
other personal characteristics.

UniCredit 2024 Annual Report and Accounts

In that sense, already on the induction day, during the
onboarding of new employees, we dedicate some time to
acquainting colleagues with the basic postulates on
which our company operates and the principles of re-
spect of human rights that all employees are obliged to
adhere to.

Key human right protection policies
> Prohibition of abuse of sexual harassment and abuse
> Anti-retaliation Policy
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Anti-corruption and Anti-bribery

Anti-corruption and Anti-bribery

UniCredit Bank Serbia and its subsidiary UniCredit Leasing
as members of UniCredit Group have declared zero toler-
ance for acts of bribery and corruption. The Local banking
Group has rules and mechanisms in place to prohibit fa-
cilitation payments and does not permit any transfer of
value to public officials without prior approval.

The approach to anti-corruption and anti-bribery is set
out in the Business Rule on Anti-Corruption and associat-
ed working instruction. The Business Rule sets out the
minimum anti-corruption standards throughout the local
group, by implementation of UniCredit Group wide stand-
ards and local requlation. Based on these rules, the enti-
ties have implemented an effective Anti-Corruption Pro-
gramme.

In line with internal rules, an act of corruption is defined
as the giving, offering, promising, receiving, accepting,
demanding or soliciting directly or indirectly of monetary
or non-monetary and tangible or intangible benefits in
order to obtain or retain an undue advantage in the
course of business activities, irrespective of:

> whether the recipient of the act of corruption is a do-
mestic or a foreign individual, a public official or a pri-
vate individual;

> where the act is committed;

> whether the result of such an act entails an actual
undue advantade or the improper performance of a
function or activity.

All employees are responsible for complying with the in-
ternal rules and all applicable anti-corruption laws in the
performance of their duties. There are also in place mech-
anisms to assess bribery and corruption risk deriving from
cooperation with various third parties. All contracts with
third parties have in place adequate clauses to ensure
adherence to zero tolerance standards for acts of corrup-
tion.

All employees shall report to the Anti-Corruption Officer
or the Head of Compliance any instances of actual or at-
tempted acts of bribery or corruption they become aware
of, whether they be offered, given or received. Although
any reports must be made according to the established
internal procedure, they must first be made to the Anti-
Corruption Officer and, where actual or suspected money
laundering is involved, also to the local AML Officer. Fail-
ure to make such a report may give rise, in certain juris-
dictions, to individual criminal liability of the employee
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concerned, as well as exposing the bank or the Group to
potential ledal or requlatory action. Potential acts of brib-
ery and corruption may be reported also under the Busi-
ness Rule on Whistleblowing.

The following mechanisms have been put in place to
monitor the effectiveness of methods to preventing cor-
ruption and bribery:

> escalation procedures for significant and strategic is-
sues;

> regular training cascaded to all employees;

> quarterly report to the management on risk level and
results of second level controls;

> compliance risk assessment performed;

> internal audit reviews.

The last two mechanisms result in risk mitigation actions
that must be completed on time to ensure the manage-
ment of identified risks.

As of end of 2024, the areas of anti-bribery and anti-cor-
ruption area in the bank showed low level of risk as a re-
sult of the risk assessment and second level controls.

Key projects, initiatives and results in 2024

For the reporting period, the Bank and its subsidiaries
have completed improvements of the processes related
to records of cooperation with third Parties and records of
gifts and business representations. The improvement re-
fers to the implementation of the DET tool, which serves
to register gifts and business hospitalities that exceed
certain thresholds. This tool represents a unique registry
in this area, which enables accurate monitoring and
transparency regarding gifts and business hospitalities,
reducing the risk of bribery and corruption. By using the
DET tool, all relevant information is tracked and analyzed
in one place, thus ensuring compliance with relevant in-
ternal rules and regulations. Also, the implementation of
the GVR tool, a global registry of third parties, which is
used for background checks related to corruption and as
a registry of third parties, was done. As a reqular activity,
online trainings were conducted for all new employees,
which are mandatory. At the same time, a new version of
the training that deals with this topic has been placed on
the online learning platform and is available to all em-
ployees.
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Anti-corruption and Anti-bribery continued

Key Anti-Corruption and Anti-bribery policies
1.Anti-Corruption business rule

2.Business rule on whistleblowing
3.Rulebook on internal whistleblowing
4.Anti-Corruption working instructions

5.Working instruction on whistleblowing

UniCredit 2024 Annual REDOI't and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.

59

M3INY J1H318.11S

M3IABY Je1dueUlg

1J0day paiepljosuo)

110day Auedwo)

JEmT



>

Consolidated
Financial
Statements
Year 2024.



Financial Report for the Year 2024 »» Independent Auditor’s Report

KPMG

M3INY J1H318.11S

KPMG d.o.o. Beograd
Milutina Milankovi¢a 1J
11070 Belgrade

Serbia

+381 (0)11 20 50 500

TRANSLATION

aul
5
@
S
@)
=
A
)
=,
o
=

| ' m
Independent Auditor's Report 8
=
5
To the Shareholders ~
of UniCredit Bank Srbija a.d., Beograd Group 2
o
Q(ST_'
opnion .
=
We have audited the consolidated financial statements of UniCredit Bank Srbija a.d., Beograd Group %
(the “Group”), whose parent entity is UniCredit Bank Srbija a.d., Beograd, which comprise:
* the consolidated statement of financial position as at 31 December 2024;
and, for the period from 1 January to 31 December 2024: g
* the consolidated statement of profit or loss; g
* the consolidated statement of other comprehensive income; g
¢ the consolidated statement of changes in equity; ;
* the consolidated statement of cash flows;
and 2

* notes, comprising material accounting policies and other explanatory information;

(the “consolidated financial statements”).

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2024, and of its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with IFRS
Accounting Standards as issued by the International Accounting Standards Board (IFRS Accounting

Standards).

KPMG d.o.0. Beograd, a Serbian limited liability company and a member firm Registration No.: 17148656

of the KPMG global organization of independent member firms affiliated with Tax Identity No.: 100058593
KPMG International Limited, a private English company limited by guarantee. Bank Acc.: 265-1100310000190-61

Al rights reserved.
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Basis for Opinion

We conducted our audit in accordance with the Law on Auditing and the Law on Accounting of the
Republic of Serbia, the Decision on External Audit of Banks and applicable auditing standards in the
Republic of Serbia. Our responsibilities under those regulations are further described in the Auditor’s
Responsibility for the audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with International Ethics Standards Board for Accountants
International Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code) together with the ethical requirements that are relevant to our audit of the
consolidated financial statements in the Republic of Serbia and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the
consolidated Annual Business Report for the year ended 31 December 2024.

Our opinion on the consolidated financial statements does not cover the other information and, except
to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

With respect to the consolidated Annual Business Report, we are also required by the Law on
Accounting of the Republic of Serbia to express an opinion on whether the consolidated Annual
Business Report:

* s consistent with the consolidated financial statements; and

* has been prepared in accordance with the applicable legal requirements.

Based solely on the work required to be undertaken in the course of the audit of the consolidated
financial statements, in our opinion, the information given in the consolidated Annual Business Report
for the financial year for which the consolidated financial statements are prepared, in all material
respects:

* s consistent with the consolidated financial statements; and

* has been prepared in accordance with the applicable legal requirements.

In addition, in the light of the knowledge and understanding of the Group and its environment obtained
in the course of our audit, we are required to report if we identify material misstatements in the
consolidated Annual Business Report. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated

Financial Statements

Management is responsible for the preparation of the consolidated financial statements that give

a true and fair view in accordance with IFRS Accounting Standards, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting
process.
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Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with the Law on Auditing of the Republic of
Serbia, the Decision on External Audit of Banks and applicable auditing standards in the Republic of
Serbia will always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these consolidated
financial statements.
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As part of an audit in accordance with the Law on Auditing of the Republic of Serbia, the Decision on

External Audit of Banks and applicable auditing standards in the Republic of Serbia, we exercise Q
professional judgment and maintain professional scepticism throughout the audit. We also: (<’§’
¢ Identify and assess the risks of material misstatement of the consolidated financial statements, 2
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from -
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the §
override of internal control. %
Q
* Obtain an understanding of internal control relevant to the audit in order to design audit g
procedures that are appropriate in the circumstances, but not for the purpose of expressing an ]
opinion on the effectiveness of the Group's internal control. ks
¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting g
and, based on the audit evidence obtained, whether a material uncertainty exists related to events é
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern. §
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s »
report to the related disclosures in the consolidated financial statements or, if such disclosures are 8
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to -
the date of our auditor’s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.
¢ Evaluate the overall presentation, structure and content of the consolidated financial statements, %

including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

* Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the Group as a basis for forming an
opinion on the group financial statements. We are responsible for the direction, supervision and
review of the audit work performed for purposes of the group audit. We remain solely responsible
for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

KPMG d.o.o. Beograd
Signed on the Serbian original

Nikola BPenic¢
Licensed Certified Auditor

Belgrade, 18 February 2025

This is a translation of the original Independent Auditor's Report issued in the Serbian language.
All due care has been taken to produce a translation that is as faithful as possible to the original.
However, if any questions arise related to interpretation of the information
contained in the translation, the Serbian version of the document shall prevail.
We assume no responsibility for the correctness of the translation of the Group’s consolidated financial statements.

KPMG d.o.o. Beograd

Nikola Benié
Licensed Certified Auditor

Belgrade, 18 February 2025

64 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOV”t and Accounts
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.



Financial Report for the Year 2024 »» Consolidated Income Statements

CONSOLIDATED INCOME STATEMENTS

Year Ended December 31, 2024 §

(Thousands of RSD) &

o

UUN 2024 20230

Interest Income 34,7 41,322,733 35,914,759 5
Interest expenses 30,7 (13,580,202) (10,998,408)

Net interest incom 27,742,632 24,916,351 -
Fee and commission income 368 13,760,158 12,172,964 =
Fee and commission expenses 388 (4,155,460) (3,961,686) é

Net fee and commission income 9,604,698 8,211,278 %
Net gains on changes in the fair value of financial instruments 3f9 214,655 112,762 =
Net dains on derecognition of the financial instrumets measured at fair value 34,10 - 182,916 =
Net losses on derecognition of the financial instruments measured at fair value 34,10 (53,975) -

Net losses on risk hedginf 3.h, 25 (4,481) (5,044) "
Net foreign exchange dains and currency clause effects 3.¢11 172,005 - é
Net foreign exchange losses and currency clause effects 3¢ 11 - (107,678) %
Net galns on impairment of financial assets not measured at fair value through 3K 12 749,586 i 2
profit or loss

Net .losses on impairment of financial assets not measured at fair value through 3K 12 i (1.746,337) _
profit or loss S
Net gains on derecognition of the financial assets measured at amortized cost 3,13 150,618 - §
Net losses on derecognition of the financial assets measured at amortized cost 3,13 - (1,999) %
Other Operating income 14 158,323 47205 %

Total operating income, net 38,734,061 31,609,454 é
Salaries, salary compensations and other personal expenses 15 (4,343,688) (4,023,523) -
Depreciation and amortization charge 3.g,3r, 3¢ 16 (1,335,132) (1,341,495)

Other income 17 1,279,795 896,448 -
Other expenses 18 (6,914,433) (6,184,982) 3
Profit before tax 27,420,603 20,955,902 g
=

Current income tax expense 3j,19 (3,332,221) (2,441,457) §

Deffered tax losses 3j,35.2 (33,709) (107,683)

Profit after tax 24,054,673 18,406,762 )

Result of the period - profit 24,054,673 18,406,762 3

Profit attributable to the parent entity 24,054,673 18,406,762
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CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

Year Ended December 31, 2024

(Thousands of RSD)

TN 2024 2023
NET PROFIT FOR THE YEAR 24,054,673 18,406,762
Other comprehensive income
Components of other comprehensive income that cannot subsequently be
reclassified to profit or loss:
- Increase in revaluation reserves based on intangdible assets and fixed assets 109,025 7,094
- Actuarial gains 35,615 20,122
Components of other comprehensive income that may subsequently be
reclassified to profit or loss:
- Positive effects of change. in yalue of debt instruments measured at fair value 1730072 2102414
through other comprehensive income
- Gains on cash flow hedging instruments 115,488 350,957
Losses on taxes relating to other comprehensive income 35.2 (298,530) (372,088)
Total positive other comprehensive income for the year 38.2 (1,691,670) (2,108,499)

TOTAL POSITIVE COMPREHENSIVE INCOME FOR THE YEAR

25,746,343 20,515,261

Total positive comprehensive income for the year
attributable to the parent entity

25,746,343 20,515,261
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As of December 31, 2024 §
(Thousands of RSD) &
o
VN 2024 2023
Cash and balances held with the central bank 3., 20 191,329,015 130,511,716 5
Receivables under derivative financial instruments 3.m, 21 1,667,357 2,055,657
Securities 3k, 3.p, 22 102,868,533 104,445,786 -
Loans and receivables due from banks and other financial institutions 3k 3.0,23 72,007912 63,006,391 =
Loans and receivables due from customers 3k, 3.0,24 384,756,722 344,469,707 é
Receivables under derivatives designated as risk hedging instruments 3.n,25 427,229 636,909 %
Intangible assets 3., 3,26 2,403,826 2,522,455 E
Property, plant and equipment 3.0,3%,3.,27 2,956,285 3,036,516
Investment property 3.5, 28 11,701 7,734
Deferred tax assets 3j,35 572,017 904,256 "
Other assets 29 3,261,267 1,918,501 &
Total assets 762,261,853 653,515,628 %
5
Liabilities under derivative financial instruments 3.m, 30 1,706,884 2,119,142
!Jep.osn‘s and other liabilities due to banks, other financial 3k 3v,31 168,680,584 146,166,777 -
institutions and the central bank S
Deposits and other liabilities due to customers 3.k, 3y, 32 463,782,795 389,735,404 é
Liabilities under derivatives designated as risk hedging instruments 3.n,25 687,148 734,550 %
Provisions 3w, 3y, 34 4,676,063 5,449,407 %
Current tax liabilities 3j,194 1,091,929 1,529,868 8
Other liabilities 3.t 36 8,575,808 10,315,537 -
Total liabilities 649,201,211 556,050,685
g
Issued (share) capital 38.1 24,169,776 24,169,776 3
Profit 38.1 25,356,317 19,760,286 g
Reserves 38.1 63,534,549 53,534,881 =
Total equity 113,060,642 97,464,943 E
Total liabilities and equity 762,261,853 653,515,628
9
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year Ended December 31, 2024
(Thousands of RSD)

Share and

other
capital

Share

premium

Reserves from

profit and

other reserves

Positive

revaluation

reserves

Negative
revaluation
reserves

Opening balance as at 1 January of the previous year 23,607,620 562,156 53,740,761 - (3,479,631) 9,732,221 84,163,127
Adjusted opening balance as at 1 January of the 23607620 562,156 53,740,761 - (3479631) 9732221 84,163,127
previous year
Total positive other comprehensive income for the period - - - - 2,108,499 - 2,108,499
Profit for the current year - - - - - 18,406,762 18,406,762
Transfer from reserves to result due to reversal of i i i i i 2130 2130
reserves-increase
Distribution of profit - Increase - - 1,165,252 - - - 1,165,252
Distribution of profit, and/or coverage of losses decrease - - - - - (1,165,252) (1,165,252)
Dividend payments - - - - - (7,215,575) (7,215,575)
Total transactions with owners - - 1,165,252 - - (8,380,827) (7,215,575)
Balance as at 31 December of the previous year 23,607,620 562,156 54,906,013 - (1,371,132) 19,760,286 97,464,943
Opening balance as at 1 January of the current year 23,607,620 562,156 54,906,013 - (1,371,132) 19,760,286 97464,943
Adjusted opening balance as at 1 January of the 23,607,620 562,156 54,906,013 . (1371,132)  19760,286  97464,943
current year
Total positive other comprehensive income for the period - - - 320,538 1,371,132 - 1,691,670
Profit for the current year - - - - - 24,054,673 24,054,673
Transfer from reserves to result due to reversal of i i i i i 3576 3576
reserves-increase
Distribution of profit - increase - - 8,307,998 - - - 8,307,998
Distribution of profit, and/or coverage of losses - decrease - - - - - (8,307,998) (8,307,998)
Dividend payments - - - - - (10,154,220) (10,154,220)
Total transactions with the owners - - 8,307,998 - - (18,462,218) (10,154,220)
Balance as at 31 December of the current year 23,607,620 562,156 63,214,011 320,538 - 25,356,317 113,060,642
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CONSOLIDATED STATEMENT OF CASH FLOWS
Year Ended December 31, 2024
(Thousands of RSD)

Cash inflows from operating activities 49,900,434 42,143,699
Interest inflows 35,090,061 29,986,614
Fee and commission inflows 13,865,970 12,139,450
Inflows from other operating income 943,863 17,635

Cash outflows from operating activities (28,377,595) (22,942,786)
Interest outflows (12,111,610) (9,143,106)
Fee and commission outflows (4,657,200) (3,932,531)
Payments to, and on behalf of employees (4,329,397) (3,965,103)
Taxes, contributions and other duties paid (798,096) (716,783)
Outflows from other operating expenses (6,481,292) (5,185,263)

-Net cash inflows frorp or‘)eratl'ng activities pr!or to‘ N 21,522,839 19,200,913

increases/decreases in financial assets and financial liabilities

Decrease in financial assets and increase in financial liabilities 87,735,391 45,860,139
Decrease in recewables under securities and other financial assets 1522472 5214214
not intended for investment
Ir.1crea§e |.n dgpogts and other liabilities due to banks, other 85 808,832 40,363.360
financial institutions, the central bank and customers
Increase in other financial liabilities 175,533 129,986
Increase in liabilities under derivatives designated as hedging
instruments and changdes in the fair value of hedged items 228,554 152,579

Increase in financial assets and decrease in financial Liabilities (100,653,189) (1,814,569)
Increase in loans and receivables due from banks, other financial Institutions, (100,653,189) (1.814,569)
the central bank and customers

Net cash inflow by operating activities before income taxes 8,605,041 63,246,483
Income tax paid (3,770,159) (1,214,196)
Dividends paid (10,154,220) (7,215,575)

Net cash inflow by operating activities - 54,816,712

Net cash outflow by operating activities (5,319,338) -

Cash inflows from investing activities 23,092,168 30,268,560
Inflows from investing in investment securities 23,092,168 30,266,364
Inflows from sale of intangible assets, property, plant and equipment - 2,196

Cash outflows from investing activities (17,483,125) (22,967,956)
Cash outflows for investing in investments securities (16,709,745) (21,960,261)
Cash outflows for the purchases of intangible assets, property, plant and equipment (773,380) (1,007,695)

Net cash inflows by investing activities 5,609,043 7,300,604
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Financial Report for the Year 2024 »» Consolidated statement of cash flows continued

CONSOLIDATED STATEMENT OF CASH FLOWS continued

Year Ended December 31, 2024
(Thousands of RSD)

LGN 2024 2023

Cash inflows from financing activities 25,932,315 16,256,532
Borrowings, inflows 25,932,315 16,256,532
Cash outflows from financing activities (17,797,797) (16,675,259)
Cash outflows from loans taken (17,265,651) (16,171,662)
Other outflows from financing activities (532,146) (503,397)
Net cash inflow by financing activities 8,134,518 -
Net cash outflow in financing activities - (418,527)
Total cash inflows 186,660,308 134,528,930
Total cash outflows (176,236,085) (72,830,141)
Net cash increase 8,424,223 61,698,789
Net cash decrease - -
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 3. 39 100,875,615 39,123,223
Foreign exchange Gains 58,813 53,603
CASH AND CASH EQUIVALENTS, END OF YEAR 3. 39 109,358,651 100,875,615
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Financial Report for the Year 2024 »»> Notes to the Consolidated Financial Statements

December 31, 2024

1. BANKING GROUP’S ESTABLISHMENT AND ACTIVITY

In 2024 the Banking Group (hereinafter: the “Group®) is
comprised of the parent entity UniCredit Bank Srbija

a.d. Rajiceva 27-29, Beograd (hereinafter: the “Parent En-
tity“ or the “Bank®) and its subsidiary UniCredit Leasing
Srbija d.o.o. Beodrad.

(a) Establishment and Activity of the Bank

UniCredit Bank Srbija a.d. Beograd was originally estab-
lished as HVB Banka Jugoslavija (“HVB”) in 2001 after
obtaining an operating license from the National Bank of
Yugoslavia on July 2, 2001. On October 1, 2005, a status
change of merger and acquisition of entities HVB Banka
Srbija i Crna Gora A.D. Beodgrad, as the Acquirer and Ek-
sport-Import banka Eksimbank A.D. Beograd as the Ac-
quiree, was registered. The Bank changed its name to
UniCredit Bank Srbija a.d. Beograd on March 30, 2007.

The Bank is a member of UniCredit Group. In accordance
with the reorganization of the Banking Group’s activities
in Central and Eastern European countries, under the De-
merger and Takeover Agreement executed by and be-
tween UniCredit Bank Austria AG and UCG Beteillingsver-
waltung GmbH on Audust 31, 2016 and Merder and
Acquisition Agreement executed by and between UCG
Beteillingsverwaltung GmbH and UniCredit SpA on Sep-
tember 30, 2016, UniCredit Bank Austria AG transferred
its sole (100%) ownership of the Bank to the Austrian
holding company UCG Beteillingsverwaltung GmbH.
Through merger of UCG Beteillingsverwaltung GmbH
with UniCredit SpA, UniCredit SpA became the sole share-
holder of UniCredit Bank Srbija a.d., Beograd.

The Bank is registered in the Republic of Serbia to provide
banking services associated with payment transfers,
lending and depositary activities in the country and
abroad and other activities defined by the Law on Banks
and the Bank’s own Statute.

As of December 31, 2024, the Bank has a 100% stake in
the capital of the legal entity UniCredit Leasing Serbia
d.o.o. Belgrade. In 2023, the liquidation procedure of the
subsidiary UniCredit Partner d.o.o., Beldgrade, was initiated
and completed.

As of December 31, 2024, the Bank comprises of the
Head Office in Belgrade, 71 branch offices and 2 counters
located in towns throughout the Republic of Serbia (De-
cember 31, 2023: 72 branch offices and 3 counters).
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As of December 31, 2024, the Bank has 1,354 employees
(December 31, 2023: 1,336 employees).

(b) Establishment and Activity of the Subsidiary
UniCredit Leasing Srbija d.o.0. Beograd

The Subsidiary UniCredit Leasing Srbija d.o.0. Beograd
(hereinafter: “Leasing”) was established under Decision
of the Commercial Court in Belgrade, registry card no.
1-92733-00, dated May 18, 2004 under the name of HVB
Leasing d.o.0. Beograd. The founder of Leasing was Bank
Austria Creditanstalt Leasing GmbH, Vienna. On April 11,
2007, Leasing changed its name into UniCredit Leasing
d.o.o. Beograd. Changde of the founder was registered with
the Serbian Business Registers Agency under no.
4109/2009 dated February 10, 2009, with UniCredit
Global Leasing S.p.A, Milan registered as the new founder.
In January 2016, in accordance with the Agreement on
Sale and Purchase of Equity Interest and upon obtaining
the National Bank of Serbia’s approval, the Bank became
the sole (100%) owner of Leasing. The aforedescribed
chande in ownership was registered with the Serbian
Business Registers Agency on January 26, 2016.

The Leasing Company is principally involved in finance
lease activities.

As of December 31, 2024, Leasing has 37 employees (De-
cember 31, 2023: 36 employees).
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

2. BASIS OF PREPARATION AND PRESENTATION OF
THE CONSOLIDATED FINANCIAL STATEMENTS

(a) Basis of Preparation and Presentation of the
Consolidated Financial Statements

Ledal entities and entrepreneurs incorporated in Serbia
are required to maintain their books of account, to recog-
nize and value assets and liabilities, income and expenses,
and to present, submit and disclose financial statements
in conformity with the Law on Accounting. As a large legal
entity, the Bank is required to apply International Financial
Reporting Standards (“IFRS”), which as per the aforemen-
tioned law comprise the following: the Framework for the
Preparation and Presentation of Financial Statements (the
“Framework”), International Accounting Standards (“IAS”),
International Financial Reporting Standards (“IFRS”), as
well as the related interpretations issued by the Interna-
tional Financial Reporting Interpretations Committee (“IF-
RIC”) and additional related interpretations issued by the
International Accounting Standards Board (“IASB”).

The accompanying consolidated financial statements are
presented in the format prescribed under the Decision on
the Forms and Contents of the Items in the Forms of the
Financial Statements of Banks (Official Gazette of RS no.
93/2020).

These consolidated financial statements were prepared
at historical cost principle, except for the measurement of
the following significant statement of financial position
items:

— financial assets stated at fair value through other
comprehensive income;

— financial assets and liabilities at fair value through
profit and loss,

— derivative financial instruments stated at fair value’
and

— investment property stated at fair value;

— property used for performance of the Group’s own
business activity that are stated at revalued methaod;

— recognized financial assets and liabilities at amor-
tized cost designated as hedged item in qualifying
fair value hedging relationships at amortized cost
adjusted for hedging gain or loss.

Historical cost is generally based on the fair value of con-
sideration paid in exchande for goods and services.

UniCredit 2024 Annual Report and Accounts

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between the market participants at the measurement
date under current market conditions regardless of wheth-
er that price is directly observable or estimated using an-
other valuation technique according to IFRS 13. Upon esti-
mating the fair value of assets or liabilities, the Group
takes into account characteristics of assets or liabilities
that other market participants would also consider upon
determining the price of assets or liabilities at the meas-
urement date. Fair value for measurement and/or disclo-
sure purposes in the accompanying consolidated financial
statements was determined in the aforesaid manner, ex-
cept for share-based payment transactions, which are in
the scope of IFRS 2, leasing transactions, which are in the
scope of IAS 17, and measurements that have some simi-
larities to fair value but are not fair value, such as the net
realizable value in IAS 2 or value in use in IAS 36.

According to IFRS 13, for financial reporting purposes, fair
value measurements are categorized into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

> Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

> Level 2 inputs are inputs other than quoted prices in-
cluded within Level 1 that are observable for the asset
or liability, either directly or indirectly; and

> Level 3 inputs are unabservable inputs for the asset or
liability.

In the preparation of the accompanying consolidated fi-

nancial statements, the Group adhered to the accounting

policies described in Note 3.

The Group’s consolidated financial statements are stated
in thousands of dinars (RSD). Dinar is the official

reporting currency in the Republic of Serbia.

Standards/amendments to the existing standards and in-
terpretations issued that came into effect in the current
period are disclosed in Note 2(b). Standards/amendments
to the existing standards and interpretations in issue but
not yet in effect are disclosed in Note 2(c).
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

2. BASIS OF PREPARATION AND PRESENTATION OF
THE CONSOLIDATED FINANCIAL STATEMENTS continued

(b) Adoption of the New Standards and Revised/
Amended Standards Effective for the Current Year

In 2024, the Group has adopted and applied the following
new standards and amendments to the existing stand-
ards that are effective for annual periods beginning on or
after January 1, 2023:

> Amendments to IAS 1 “Presentation of Financial State-
ments” - classification of liabilities into current or per-
manent - postponement of the date of application and
current liabilities with covenants;

> Amendments to IFRS 16 Leases: Lease Liability in a Sale
and Leaseback - leasing obligations in a sale and repur-
chase transaction;

> Amendments to IAS 7 Statement of Cash Flows and
IFRS 7 Financial Instruments - Disclosure of Financial
Arrangements of Suppliers.

The adoption of these new standards, amendments to
the existing standards and interpretation has not led to
any material changes in the Group’s unconsolidated finan-
cial statements.

(c) New and Revised IFRS Standards in Issue but not
yet Effective

At the date of authorization of these financial statements,
the following new standards, amendments to existing
standards and new interpretation were in issue, but not
yet effective:

> Amendments to IAS 21 “Effects of Changes in Ex-
chande Rates” - Lack of Convertibility Applicable to Pe-
riods after 1 January 2025;

> (lassification and Valuation of Financial Instruments -
Amendments to IFRS 9 to IFRS 7 applicable for periods
after 1 January 2026;

> Annual Improvements to Standards Applicable to the
Period after January 1, 2026;

> Amendments to IFRS 18 - Presentation and Disclosure
in Financial Statements Applicable for Periods after
1 January 2027,

> IFRS 19 Subsidiaries without public liability: disclosures
applicable for periods after 1 January 2027.
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The Group’s management has elected not to adopt these
new standards, amendments to the existing standards
and new interpretations in advance of their effective
dates. The Group’s management anticipates that the
adoption of these standards, amendments to the existing
standards and new interpretations will have no material
impact on the financial statements of the Group in the
period of initial application.

(d) Impact of the uncertainty in the economic
environment

Serbia has shown great resilience under the conditions of
multidimensional crisis, which is best evidenced in the
growth of GDP which is set to be 18% adainst the pre-pan-
demic level. Employment and salaries in the private sec-
tor continue to grow, FDI and foreign currency reserves are
at record levels, while the inflation returned to its target
range in May and remained close to it throughout the sec-
ond half of the year (allowing the NBS to start loosening
monetary policy by gradually cutting the policy rate).

Calculation of the expected credit l0ss

During 2024, the Bank continued with cautious approach
regarding assessment of potential nedative impacts that
may produce the uncertainties on the economic activities
arising from Geopolitical situation, increase of energy costs,
inflation and interest rates happened during 2022 and
2023. The spill-over effects of Russian- Ukrainian and Mid-
dle East conflicts continued leading to revise the outlook for
the euro area economy, also pushing up inflationary pres-
sures and interest rates. In light of all those uncertainties,
even though the interest rates were revised downwards
and macroeconomic expectations for Serbia are slightly
better, during the 2024 Bank continues with cautious ap-
proach in the ECL calculation by maintaining additional pro-
active layers redarding the financial of real estate exposure
(CREF overlay i.e. Commercial Real Estate Finance overlay)
and Geopolitical situation (Geopolitical overlay).

In this context while IFRS 9 models and in particular delta
satellite models which are used to incorporate forward
looking information and capture the effect of macro-eco-
nomic scenario at portfolio level, the overlays act on spe-
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Financial Report for the Year 2024 )> Notes to the Consolidated Financial Statements continued

December 31, 2024

2. BASIS OF PREPARATION AND PRESENTATION OF
THE CONSOLIDATED FINANCIAL STATEMENTS continued

(d) Impact of the uncertainty in the economic environment (continued)
cific sub-portfolios considered particularly vulnerable in case contingent situation may evolve to severe stressed con-

ditions.

As of 31 December 2024 overall overlays applied amount to RSD 1,244,953 thousand and is broken-down according

to the following components:

> Regarding Geopolitical overlay:

— Corporate energy-intensive industry sectors prone to be more affected by spill-over effects linked to
Russian-Ukrainian conflict, specifically impacting the energy supply and related price soaring;

— Retail clients, for: (i) floating rate mortgages (not having overdue instalments), given the sensitiveness in this
context of increasing interest rate/inflation, and (ii) at least 1 unpaid instalment on their exposures, considered a
perimeter with already difficulties in payments and as such particularly vulnerable in this specific contingency.

> Regarding CREF overlay:

— Corporate clients rated by IPRE model (Income Produced Real Estate) as well as clients classified within construc-

tion industry.

Overview of components of manaderial overlays

Overlay - Geopolitical
Overlay - CREF
Total

December 31, 2023 - 2024 effect - December 31, 2024
addition/ (reversal)

1,143,913 (349,595) 794,318

364,005 86,630 450,635

1,507,918 (262,965)* 1,244,953

*-241,593 thousand RSD released due to inflow to Default, RSD -137,791 thousand due to exit stratedy, while RSD +116,419 thousand allocated due to

recalibration (change of exposure in scope of CREF/Geopolitical overlay)..

As far as the calculation is concerned, credit exposures
belonging to the above categories are identified accor-
ding to their specific features. Starting from this, satellite
models are run by applying - as macro- economic condi-
tions - the Multi Year Plan recessive scenario to determi-
ne the adjustment to be applied to the default rate. Such
adjusted default rate is then applied to the relevant cate-
gories to estimate the expected new inflows of defaulted
exposure, whose LLPs are then calculated according to
the average coverage rate applied to Unlikely to Pay.

(e) Comparative Information

Comparative information in the accompanying consoli-
dated financial statements represents the data from the
Group’s consolidated financial statements for 2023.

(f) Use of Estimates

Preparation of the consolidated financial statements in
accordance with IFRS requires the Group’s management

UniCredit 2024 Annual Report and Accounts

to make the best possible estimates and reasonable
assumptions that affect the application of the accoun-
ting policies and the reported amounts of assets and lia-
bilities, as well as income and expenses arising during the
accounting period. Actual amounts of assets and liabili-
ties may vary from these estimates. These estimations
and underlying assumptions are subject to regular review.
The revised accounting estimates are presented for the
period in which they are revised as well as for the ensuing
periods.

Further explanations have been reported in Note 5.

(g) Statement of Compliance

The Group's financial statements have been prepared in
accordance with the International Financial Reporting
Standards (“IFRS) issued by the International Accounting
Standards Board (“IASB”).
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Financial Report for the Year 2024 )> Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies presented hereinafter have been
consistently applied by the Group for all years presented
in the accompanying consolidated financial statements.
The Group’s main accounting policies applied to the cur-
rent and previous reporting periods are presented in great-
er detail hereunder.

(a) Consolidation

The Group’s consolidated financial statements include the
consolidated statement of financial position as of Decem-
ber 31, 2024 and the related consolidated income state-
ment, consolidated statement of other comprehensive
income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies
and notes to the consolidated financial statements.

The Group’s consolidated financial statements as of and
for the year ended December 31, 2024 include the finan-
cial statements of the Parent Entity (the Bank) and finan-
cial statements of the following subsidiary:

Equity Interest %

Subsidiary:
UniCredit Leasing d.o.o., Beograd

100% 100%

During 2023, the liquidation procedure of UniCredit Part-
ner d.0.0. was initiated and completed. These consolidat-
ed financial statements as comparative information in-
clude transactions with the aforementioned subsidiary
up to the moment of derecognition.

All materially significant amounts, transactions and bal-
ances derived from intercompany relationships are elim-
inated in consolidation.

(b) Going Concern

Considering the circumstances caused by Russian-Ukrain-
ian and Middle East conflicts, the Group’s management
believe with reasonable certainty that the Group will con-
tinue to operate profitably in the foreseeable future. As a
result, the Group’s financial statements have been pre-
pared on a going concern basis, assuming that the Group
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will continue its operations for an indefinite period in the
future.

(c) Foreign Exchande Translation

Transactions denominated in foreign currencies are trans-
lated into dinars at official middle exchande rates effec-
tive at the date of each transaction. Monetary assets and
liabilities denominated in foreign currencies, as well as
those indexed to a currency clause, are translated into
dinars by applying the official middle exchange rates pre-
vailing at the reporting date. Gains and losses incurred in
realized transactions of purchase and sale of foreign cur-
rency and effective foreign currency with individuals and
legal entities during the period are stated in the Group’s
income statement, within the position “Net fee and com-
mission income”.

Exchange differences resulting from the translation of
one currency into another currency at different exchange
rates, including exchange rate differences based on the
currency clause, are stated in the Group’s income state-
ment under “Net foreign exchange gains/losses and cur-
rency clause effects”.

Non-monetary assets and liabilities denominated in for-
eign currencies measured at fair value are translated to
the functional currency at the exchange rate effective at
the date that the fair value was determined. Non- mone-
tary assets and liabilities that are stated at historical cost
in a foreign currency are translated using the exchange
rates effective at the dates of the transactions.

The official exchange rates determined by the NBS and
applied in the translation of the statement of financial
position’s components into dinars for the following major
currencies were as follows:

December 31,2024 December 31,2023

usb 112.4386 105.8671
EUR 1170149 1171737
CHF 124.5237 125.5343
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(d) Interest Income and Expenses
(i) The Effective Interest Method

Interest income and expenses are recognized in the in-
come statement in the period they relate to using the
effective interest method for all interest-bearing financial
instruments measured at amortized cost (AC) and secu-
rities at fair value through other comprehensive income
(FVtOCl).

The effective interest rate is the rate that precisely dis-
counts estimated future payments or receipts over the
expected life of the financial instrument or over a shorter
period, where appropriate, to the net carrying value of the
financial asset or financial liability. In calculation of the
effective interest rate, the Group estimates cash flows
taking into account all the contractually agreed terms of
the financial instrument but does not consider future
credit losses. The effective interest rate calculation in-
cludes all fees and amounts paid or received between
the counterparties and transaction costs that form an
integral part of the effective interest rate.

Transaction costs are costs directly attributable to the ac-
quisition or the issuance of a financial asset or liability.
These include fees and commissions paid to agents, ad-
visers, brokers and dealers, fees from requlatory agencies
and stock exchanges, as well as taxes and fees related to
the transfer if exist. Transaction costs do not include pre-
miums or discounts, financing costs or internal adminis-
trative costs or maintenance costs. Only transaction
costs that are certain or determinable are included in the
amortized cost at the initial recognition of a financial as-
set. If the Group receives a fee from a client that offsets
similar charges paid by the Group, only the net amount is
included in the amortized value of the asset.

Fees that are integral part of the effective interest rate of
a financial instrument include:

a) “origination fees” — fees charged by the Group in
connection with issuance or acquisition of a financial
asset; such fees include fees for evaluation of the
financial position of borrowers, for evaluating and
recording guarantees, collaterals and other security
arrangements, for negotiating the terms of an
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instrument, preparing and processing documents
and closing transactions;

b) “commitment fees” - fees received for the issue of a
loan when it is probable that the loan arrangement
will be realized;

€) “origination fees” - fees payable based on the issue
of financial liabilities that are measured at amortized
cost.

The Group calculates interest income by applying the ef-
fective interest rate to the gross carrying amount of fi-
nancial assets other than those that are credit-impaired.
Regqular interest income from impaired financial assets is
calculated based on the net value of the financial asset
using the effective interest method. Calculation of penal-
ty interest income from impaired financial assets is sus-
pended from the moment when the client becomes cred-
it-impaired and is recorded from then on within
off-balance sheet items, except for a portion of the legal-
ly prescribed penalty interest on written-off loans with-
out debt acquittal, which is recorded when collected.

Impaired loans and receivables are those loans and re-
ceivables due from clients who are in the status of de-
fault (internal ratings 8-, 9 and 10), i.e., classified in Stage
3 under IFRS 9. If the status of a financial asset is im-
proved so that it is no longer impaired, the Group resumes
calculation of interest income on a gross basis.

For financial assets classified under IFRS 9 as POCI (“pur-
chased or originated credit-impaired” assets), the Group
calculates interest income by applying the credit-adjust-
ed effective interest rate on the amortized cost of an as-
set. Credit-adjusted effective interest rate is the interest
rate that, on initial recognition, discounts expected cash
flows including credit losses to the amortized value of
the POCI financial asset.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(d) Interest Income and Expenses (continued)
(i) Presentation

Interest income and expenses recognized in profit or loss
include:

> interest on financial assets and financial liabilities
that are measured at amortized cost (AC) calculated
using the effective interest rate method;

> interest on securities measured at fair value through
other comprehensive income (FVtOCI) calculated us-
ing the effective interest rate method;

> interest on coupon securities held for trading; and

> interest on derivative financial instruments.

(e) Fee and Commission Income and Expenses

Fee and commission income and expenses that are in-
tegral part of the effective interest rate of a financial
asset or liability are included in the calculation of the
effective interest rate and therefore stated within in-
terest income and expenses.

Fees that are not integral part of the effective interest
rate of a financial instrument and are therefore ac-
counted for in accordance with IFRS 15 include:

a) “monitoring” or “management” fees — fees
charged by the Group for loan servicing;

b) “commitment fees” — fees for issuing a loan when
it is unlikely that the loan arrangement will be
realized; and

c) syndicated loan fees received by the Group as a
transaction agent/arranger.

In accordance with IFRS 15, two approaches for the
recognition of fee and commission income are provid-
ed: “at a point in time” and “over time” as the related
services are performed. Fee and commission income
includes revenues from international and domestic
payment services, issuance of guarantees, letters of
credit and other banking services as well as income
from realized transactions of foreign exchange pur-
chases/sales and effective foreign currency transac-
tions.

Fee and commission expenses mostly relate to fees for
transactions and services provided and are recorded
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upon receipt of services. Fee and commission expenses
also include expenses from realized transactions of for-
eign exchange purchases/sales and effective foreign
currency transactions.

(f) Net Gains/Losses on Chandes in the Fair Value
of Financial Instruments

Net gains/losses on the change in the fair value of fi-
nancial instruments include the effects of fair value
adjustment of derivatives, except for derivatives desig-
nated as risk hedging instruments and fair value ad-
justment of financial assets and financial liabilities car-
ried at fair value through profit or loss.

(g) Net Gains/Losses on Derecognition of Financial
Instruments Measured at Fair Value

Net gains/losses from derecognition of the financial in-
struments measured at fair value include the effects of
the derecognition of financial assets and financial lia-
bilities measured at fair value through profit or loss, as
well as financial assets measured at fair value through
other comprehensive income.

(h) Net Gains/Losses on Risk Hedging

Net gains/(losses) on risk hedging include net gains on
the value adjustment of financial derivatives designat-
ed as risk hedging instruments as well as on the fair
value adjustment of loans, receivables and securities
as hedded items, these adjustments arising from the
risk against which the item is hedged.

(i) Net Gains/Losses on Derecognition of Financial
Instruments Measured at Amortized Cost

Net gains/losses from derecognition of the financial in-
struments measured at amortized cost include the ef-
fects arising from derecognition of financial assets at
amortized cost.

UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(j) Income Tax Expenses

Tax expenses comprise current taxes and deferred taxes.
Current taxes and deferred taxes are recognized in profit
or loss except to the extent that they relate to items rec-
ognized directly in equity or in other comprehensive in-
come.

(i) Current Income Tax

Current income tax is an expected tax payable or receiva-
ble as per taxable income for the year, using tax rates en-
acted or substantively enacted at the reporting date, and
any adjustment to the tax payable in respect of previous
years. Current income tax represents an amount calculat-
ed in accordance with the Republic of Serbia Corporate In-
come Tax Law. The prescribed tax rate for 2024 equals
15%. The taxable income is the profit before taxes shown
in the statutory statement of income, adjusted in accord-
ance with the tax regulations of the Republic of Serbia.

(i) Deferred Income Taxes

Deferred income tax is recognized in respect of tempo-
rary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the financial
statements. Deferred taxes are measured at the tax rates
that are expected to be applied to the temporary differ-
ences when they reverse, based on the laws that have
been enacted by the reporting date.

Based on their future tax consequences, temporary dif-
ferences can be:

> taxable temporary differences, which will result in
taxable amounts in determining taxable profit (tax
loss) of future periods when the carrying amount of
the asset is recovered or the liability is settled in ac-
cordance with the appropriate tax regime; or

> deductible temporary differences, which will result in
amounts that can be deducted in determining the
taxable profit (tax loss) of the future period in which
the carrying amount of the asset will be recovered or
the liability settled in accordance with the appropriate
tax regime.
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(i) Other Taxes and Contributions

According to the relevant legislation in the Republic of
Serbia, the Group pays various taxes, contributions, and
duties payable, such as property tax, payroll contribu-
tions charged to the employer and other public duties.
These are included under other expenses within the in-
come statement.

(k) Financial Assets and Liabilities

(i) Recognition and Initial Measurement

The Group initially recognizes financial assets and liabili-
ties at the settlement date.

A financial asset or liability is initially measured at fair
value plus transaction costs that are directly attributable
to its acquisition or issue, except for financial assets and
liabilities at fair value through profit or loss, whose meas-
urement does not include such costs.

(i) Classification and Subsequent Measurement

Financial Assets

Upon initial recognition, the Group classifies its financial
assets in one of the following three categories:

> financial assets at amortized cost (AC);

> financial assets at fair value through other compre-
hensive income (FVtOCl); and

> financial assets through profit or loss (FVtPL).

The requirements regarding the classification of debt and
equity instruments are described below:

Debt Instruments

Debt instruments are those instruments that meet the
definition of a financial liability from the perspective of
the issuer, such as loans, securities, and other similar re-
ceivables.

Classification and measurement of financial assets de-
pend on the following two main criteria:

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken 78
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to

interpretation of the information contained in the translation, the Serbian version of the document shall prevail.

M3INY J1H318.11S

aul
5
@
S
@)
=
A
)
=,
o
=

M3INGY D53

1J0day paiepljosuo)

110day Auedwo)

JEmT



Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(k) Financial Assets and Liabilities (continued)
(i) Classification and Subsequent Measurement
(continued)

Financial Assets (continued)

1) business model based on which the Group manades
a financial asset; and

2) characteristics of the contractual cash flows of a fi-
nancial asset (the so-called SPPI criterion)

Business Model

The business model reflects the manner in which the
Group manades its financial assets in order to generate
cash flows therefrom, i.e., the business model determines
whether the cash flows will result from holding the assets
(“hold to collect” business model) or from their holding as
well as sales (“hold to collect and sell” business model). If
neither of the aforesaid is applicable (e.g. a financial asset
is held for trading), such an asset is held within the “other”
business model and classified as measured at fair value
through profit or loss (FVtPL). Business model assessment
is performed at the level of a group of financial assets
such as portfolio or sub-portfolio level, taking into account
all the relevant and objective information such as sales of
assets that were realized in the past, management’s in-
tentions regarding future sales, risk management, valua-
tion the assets’ performance and reporting thereon to the
manadement, etc. Business model assessment is based
on realistic future expectations. Reclassification of a fi-
nancial asset is made if the business model within which
the asset is manaded is changed. The Group does not ex-
pect frequent changes of its business models.

SPP| Criterion

In instances of “hold to collect” or “hold to collect and
sell” business models, the Group assesses whether the
contractual cash flows of the financial asset represent
solely payments of the principal and interest payment
(“SPPI test”). For the purpose of this assessment, “princi-
pal” is defined as the fair value of a financial asset at the
date of initial recognition. “Interest” is defined as consid-
eration for the time value of money, the accepted level of
credit risk of the borrower, other basic lending risks as
well as an appropriate margin. If the contractual terms of
a financial asset include exposure to risks that are not in
accordance with the underlying loan arrangement, a fi-
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nancial asset is classified and measured at fair value
through profit or loss.

Based on the above explained criteria, debt instruments
are classified into the following asset catedories:

1) Financial Assets at  Amortized  Cost  (AQ)
A financial asset that is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows and contractual cash
flows represent solely payments of principal and in-
terest and is not irrevocably classified as financial
asset at fair value through profit or loss, is measured
at amortized cost. The amortized value of these fi-
nancial assets is subsequently adjusted for estimat-
ed impairment as explained in Note 3.(k)(viii). Inter-
est income on these financial assets is recognized
using the effective interest method and is included in
the item of interest Income within in the income
statement.

2) Financial Assets at Fair Value through
Other Comprehensive Income (FVtOCI)
A financial asset that is held within a business model
whose objective is achieved by both collecting con-
tractual cash flows and selling financial assets and
whose contractual cash flows represent solely pay-
ments of principal and interest and is not irrevocably
classified as financial asset at fair value through prof-
it or loss, is classified and measured at fair value
through other comprehensive income. The effects of
the change in fair value in the subsequent measure-
ment of these assets are recorded in the other com-
prehensive income. As with financial assets at amor-
tized cost, the impairment, interest income and
foreign exchange gains/losses are recognized in the
income statement. The loss allowance is not recog-
nized in balance sheet but in other comprehensive
income considering that book value of those assets
should be equal to fair value. Upon derecognition, cu-
mulative gains and losses previously recognized in
the other comprehensive income are reclassified and
presented within net gains/losses on derecognition
of financial assets measured at fair value in the in-
come statement. Interest income on these financial
assets is recognized at the effective interest method
and is included in the item of interest Income within
the income statement.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(k) Financial Assets and Liabilities (continued)
(ii) Classification and Subsequent Measurement
(continued)

SPPI kriterijum (continued

3) Financial Assets at Fair Value through Profit or Loss
(FEVtPL) A financial asset that does not meet the cri-

teria for classification at amortized cost or at fair val-
ue through other comprehensive income is meas-
ured at fair value through profit or loss.

In addition, the following assets are classified as FVtPL:

> held-for-trading financial assets if they are acquired
for purpose of sale or repurchase in the near term or
when they are initially recognized as part of a portfo-
lio of financial instruments that are managed togeth-
er in order to achieve short-term profits;

> financial assets that the Group, upon initial recogni-
tion, designates as assets at fair value through profit
or loss, irrespective of the business model and cash
flow characteristics, in order to eliminate or signifi-
cantly reduce the so-called “accounting mismatch”.

Subsequent changes in the fair value of these assets are
recorded through profit or loss within the line item of net
gains/losses on the change in the fair value of financial
instruments. Interest income on coupon securities held
for trading is included in the interest income within the
income statement.

Equity Instruments

Equity instruments are instruments that meet the defini-
tion of equity from the issuer’s perspective, i.e., instru-
ments that do not contain the contractual obligation of
payment and represent a share in the net assets of the
issuer. The Group ‘s equity instruments are measured at
fair value through other comprehensive income, except
when they are traded, in which case they are measured at
fair value through profit or loss. Such a classification is
performed for each equity instrument individually. Equity
instruments at fair value through other comprehensive
income are initially recognized at fair value plus transac-
tion costs directly attributable to their acquisition, unless
the Group assesses in some cases that the cost is the
best estimate of their fair value.

Effects of the changes in the fair value of equity instru-
ments that are measured at FVtOCI in subsequent meas-
urement are recognized in the other comprehensive in-
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come and are never reclassified to the income statement,
even when the asset is derecognized. The provisions of
IFRS 9 regarding impairment of financial assets relate
only to debt instruments. For equity instruments at FVtO-
Cl, the effects of impairment are not recognized through
the income statement. Instead, all changes in their fair
value are recorded within the other comprehensive in-
come. Dividends are recognized within the line item of
other operating income in the income statement when
the Group ‘s right to receive a dividend is established.

Effects of changes in the fair value of equity instruments
at FVtPL are recorded under the item of net gains/(losses)
on the change in the fair value of financial instruments in
the income statement.

Financial Liabilities

The Group classifies financial liabilities, except for irrevo-
cable commitments for loans and financial guarantees,
as liabilities measured at amortized cost or as fair value
through profit or loss (please refer to Note 3.(v)).

Financial liabilities at fair value through profit or loss in-
clude derivatives, financial liabilities held for trading (eg.
short positions in a trading book) and other financial lia-
bilities that are designated at FVtPL on initial recognition.
However, in respect of the measurement of financial lia-
bilities initially designated at FVtPL, IFRS 9 requires that
the changes in the fair value of a financial liability that
relate to chandes in the Group’s own credit risk are pre-
sented in the other comprehensive income, unless the
presentation of the effect of the chande in the liability’s
credit risk would cause or increase an accounting mis-
match in the income statement. Changes in the fair value
of liabilities arising from credit risk are not subsequently
reclassified to the income statement.

(iii) Derecognition

Financial Assets

The Group derecognizes a financial asset when:

> the contractual rights to the cash flows from the fi-
nancial asset expire;

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken 80
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to

interpretation of the information contained in the translation, the Serbian version of the document shall prevail.

M3INY J1H318.11S

aul
5
@
S
@)
=
A
)
=,
o
=

M3INGY D53

1J0day paiepljosuo)

110day Auedwo)

JEmT



Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(k) Financial Assets and Liabilities (continued)
(iii) Derecognition (continued)
Financial Assets (continued)

> when the Group transfers substantially all the risks
and rewards associated with ownership of the finan-
cial asset or it neither transfers nor retains substan-
tially all the risks and rewards of ownership of the fi-
nancial asset but does not retain control over a
financial asset;

> when contractual terms of a financial asset are signif-
icantly modified contractual terms (please refer to
Note 3.(k)(iv)).

On derecognition of a financial asset, the difference be-
tween the carrying amount of the asset (or the carrying
amount allocated to the portion of the asset transferred),
and the sum of (i) the consideration received (including
any new asset acquired less any new liability assumed)
and (ii) any cumulative dain or loss that was previously
recognized in other comprehensive income is recognized
in profit or loss.

The Group enters into transactions whereby it transfers
assets recognized in its statement of financial position,
but retains either all or substantially all of the risks and
rewards of the transferred assets or a portion thereof. If
all or substantially all risks and rewards are retained, then
the transferred assets are not derecognized. Transfers of
assets with retention of all or substantially all risks and
rewards include, for example, repo transactions.

When assets are sold to a third party with a concurrent
total rate of return swap on the transferred assets, the
transaction is accounted for as a secured financing trans-
action similarly to repo transactions since the Group re-
tains all or substantially all the risks and rewards of own-
ership of such assets.

In transactions in which the Group neither retains nor
transfers substantially all the risk and rewards of owner-
ship of a financial asset and it retains control over the
asset, the Group continues to recognize the asset to the
extent of its continuing involvement in the asset, deter-
mined by the extent to which it is exposed to changes in
the value of the transferred asset.
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Financial Liabilities

The Group derecognizes a financial liability when its con-
tractual obligations are discharged or cancelled or have
expired.

(iv) Modification

Derecognition due to Significant Modification of
Contractual Terms

In instances of amendments to the contractual terms,
the Group assesses whether cash flows have been signif-
icantly modified. If the cash flows of a financial asset/lia-
bility are significantly modified in relation to originally
contracted, asset/liability is derecognized and new finan-
cial asset/liability is recognized at fair value increased by
any transaction costs (referring to new financial asset/li-
ability). Any difference between the carrying amount of
the existing asset/liability and fair value of a new finan-
cial asset/liability is recognized in the income statement
within the net gains/losses on derecognition of the finan-
cial instruments recognized at fair value and net gains/
losses on derecognition of the financial instruments rec-
ognized at amortized cost.

Under significant modification of cash flows, the Group
considers: changes of contracts due to commercial rea-
sons that are in accordance with market conditions,
changes in the currency or debtor, as well as changes that
introduce contractual provisions resulting in non-compli-
ance with the SPPI criteria. In accordance with IFRS 9, a
new financial asset is classified in Stage 1 for ECL meas-
urement of expected credit losses (in further text: ECL),
unless it is a POCI asset (purchased or originated cred-
it-impaired asset)..

Modifications of a Financial Asset that do not Lead to
Derecognition

Amendments to the contracts due to the financial diffi-
culties of the borrower are not considered a significant
modification and do not lead to derecognition of a finan-
cial asset. In accordance with IFRS 9, the Group deter-
mines the new gross carrying amount of a financial asset
and recognizes a modification gain/loss in the income
statement (the line item of net dains/losses on impair-
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(k) Financial Assets and Liabilities (continued)
Financial Liabilities (continued)
(iv) Modification (continued)

ment of financial assets not recognized at fair value
through profit or loss).The gross carrying amount of the
financial asset is determined as the present value of the
modified cash flows discounted at the original effective
interest rate. Any transaction costs adjust the carrying
amount of a modified financial asset and are amortized
over its useful life.

(v) Offsetting

Financial assets and liabilities are offset and the net
amount is presented in the statement of financial posi-
tion when, and only when, the Group has a legal right to
offset the recognized amounts and it intends either to
settle the liability on a net basis or to realize the asset
and settle the liability simultaneously.

Income and expenses are presented on net basis only
when permitted under IFRS, or for gains and losses aris-
ing from a group of similar transactions such as in the
Group’s trading activity.

(vi) Amortized Cost Measurement

The amortized cost of a financial asset or liability is the
amount at which the financial asset or liability is subse-
guently measured, minus principal repayments, plus or
minus the cumulative amortization, using the effective
interest method, of any difference between the initial
amount recognized and the maturity amount, less any
reduction for impairment.

(Vii) Fair Value Measurement

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transac-
tion in the principal (or most advantageous) market at
the measurement date under current market conditions
regardless of whether that price is directly observable or
estimated using another valuation technigue.

Whenever possible, the Group measures the fair value of
an instrument using quoted prices in an active market for
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that instrument. A market is redarded as active if quoted
prices are readily and reqularly available and represent
actual and regularly occurring market transactions on an
arm’s length basis.

If a market for a financial instrument is not active, the
Group establishes fair value using a valuation technigue.
Valuation techniques include using recent arm’s length
transactions between knowledgeable, willing parties (if
available), reference to the current fair value of other in-
struments that are substantially the same, discounted
cash flow analyses and other optional models. The se-
lected valuation technique makes maximum use of mar-
ket inputs, relies as little as possible on estimates specif-
ic to the Group, incorporates all factors that market
participants would consider in setting a price, and is con-
sistent with accepted economic methodologies for pric-
ing financial instruments.

Inputs to valuation techniques reasonably represent mar-
ket expectations and measures of the risk-return factors
inherent in the financial instrument. The Group calibrates
valuation techniques and tests them for validity using
prices from observable current market transactions in
the same instrument of based on other available observ-
able market data. Assets and long positions are meas-
ured at a bid price and liabilities and short positions are
measured at an asking price.

When the Group has position with offsetting risks,
mid-market prices are used to measure the offsetting risk
positions and a bid or asking price adjustment is applied
only to the net open position.

Fair values reflect the credit risk of the instrument and
include adjustments to take account of the credit risk of
the Group and counterparty where appropriate. Fair value
estimates obtained from models are adjusted for any
other factors, such as liquidity risk or model uncertainties
to the extent that the Group believes a third- party mar-
ket participant would take them into account in pricing a
transaction.

The best evidence of the fair value of a financial instru-
ment at initial recognition is the transaction price, i.e. the
fair value of the consideration given or received. However,
in some cases, the fair value of that instrument is evi-
denced by comparison with other observable current
market transactions in the same instrument (i.e., without
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(k) Financial Assets and Liabilities (continued)
Financial Liabilities (continued)
(vii) Fair Value Measurement (continued)

modification or repackaging) or based on a valuation
technique whose variables include only data from ob-
servable markets, then the difference is recognized in
profit or loss on initial recognition of the instrument. Oth-
erwise, the difference is not recognized in profit or loss
immediately but over the life of the instrument on an
appropriate basis or when the instrument is redeemed,
transferred or sold, or the fair value becomes observable.

(viii) Impairment Identification and Measurement

In accordance with IFRS 9, upon impairment of financial
instruments existence of objective evidence of impair-
ment is not necessary for recognition of credit losses. Ex-
pected credit losses are also recognized for unimpaired
financial assets. In other words, the Group calculates pro-
visions for credit losses for all credit exposures other than
those already measured at fair value through profit or
loss (including both performing and non-performing fi-
nancial assets).

Expected credit losses (ECL) are recalculated on each re-
porting date in order to reflect the changes occurred in
the credit risk since the initial recognition of a financial
instrument. Such an approach results in earlier recogni-
tion of credit losses as it is necessary to recalculate ex-
pected credit losses over a 12-month period for all credit
exposures (the so-called Stade 1). It is necessary to recal-
culate lifetime expected credit losses for all exposures
that have significant increase in the credit risk (the so-
called Stage 2).

In ECL calculation, the Group uses forward-looking infor-
mation and macroeconomic factors, i.e., the Group con-
siders not only the historical information adjusted to re-
flect the effects of the present conditions and information
providing objective evidence of the financial asset being
impaired or actual losses incurred, but reasonable and
supportable information as well, which include projec-
tions of future economic conditions in calculation of ex-
pected credit losses, both on individual and at collective
bases. The amount of provisions for credit losses will in-
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crease with deterioration of the projected economic con-
ditions and decrease with their improvement.

The Basic Principles and Rules Used by the Group in Cal-
culation of Allowances under IFRS 9

The Group calculates 12-month expected credit loss or a
lifetime expected credit loss of financial instruments

depending on the significance of the change in its credit
risk occurred since the instrument’s initial recognition.

For these purposes, the Group uses the following three
stages of impairment:

> Stage 1 includes all new financial assets at initial rec-
ognition and instruments without significant credit
quality deterioration since their initial recognition or
low-risk instruments;

> Stage 2 includes financial instruments with signifi-
cant credit quality deterioration since their initial rec-
ognition yet with no objective evidence of impairment
based on credit losses;

> Stage 3 includes financial instruments where objective
evidence of impairment exists at the reporting date.

Stages 1 and 2 include only performing financial assets.
Stage 3 includes only non-performing financial assets.

For financial assets in Stage 1, the Group calculates
12-month expected credit losses.

For financial assets in Stage 2, the Group calculates life-
time expected credit losses.

For financial assets in Stage 3, the Group calculates life-
time expected credit losses.

Financial assets are transferred from Stade 1 to Stage 2
when the credit risk has increased significantly since the
instruments’ initial recognition. The transfer logic is based
on quantitative and qualitative criteria and must be ap-
plied to on exposures that are within the scope of the ECL
model. Deterioration of the probability of default (PD) is
the key parameter underlying the quantitative criterion of
the transfer logic. The PD is calculated at counterparty
level and also that the staging process takes place by
transaction. The transfer logic model in the Group is
based on a quantitative approach named “quantile re-
gression model” where 1) the term significant is translat-
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
continued

(k) Financial Assets and Liabilities (continued)
Financial Liabilities (continued)
(viii) Impairment Identification and Measurement (continued)

ed in term of percentile leading to the determination of a transfer threshold (depending on PD at inception, age and
residual maturity), representing a theoretical increase reputed by the quantitative model as “significant” from the
statistical standpoint; the quantile regression model uses 3 input variables (PD at inception, age and residual matu-
rity) to describe the target variable which is the quantile; 2) the term increase is translated in term of relative increase/
decrease in Lifetime PD from the inception date to the reporting date of the financial instruments. Whenever the re-
alized variation of the IFRS 9 Lifetime PD violates the transfer threshold estimated by the model the financial instru-
ments is classified in Stage 2.

The relative increase in PD that leads to transfer to Stage 2 for each segment, rating at inception and remaining ma-
turity is given in the tables below:

Remaining Maturity Remaining Maturity  Remaining Maturity

=<1y =< 5Y > 5Y

. . Corporate do 4.64x do 3.36x do 2.78x
Initial rating Small business do 17.65x do 12.18x do 7.34x
Retail do 22.55x do 10.83x do 4.25x

(1to 8)

The following qualitative criteria are applied after the said quantitative parameter:

> Forbearance status classification results in automatic classification to Stage 2 for the following at least 24 months
(probation period). After that period, if there are no other significant indicators of credit risk deterioration, the
transaction may be reclassified to Stage 1;

> 30 days past due — if a transaction reaches 30 days past due, it should be classified into Stage 2;

> All performing exposures included in Watch List 2 or worsening managerial classification (all performing expo-
sures transferred to the remit of the Loan Restructuring and Workout departments) should be classified into
Stage 2;

Watch list 2 means clients with higher risk, showing structural/strategic problems, bad business health, profitability
issues. Of course, this Watch list 2 status cannot be assigned to financial instrument at origination, this status is as-
signed in case of deterioration in credit risk compare to initial credit risk at inception.

In order to improve transfer logic model, Bank has implemented additional quantitative backstop indicators must be
classified as Stage 2:

> facilities with threefold increase in the lifetime credit risk;
> facilities related to counterparties with a Basel PD higher than 20%.

These backstop indicators are complementing the transfer logic model in sense that at origination no transaction
could have a greater Basel PD of 9.222% as that is the upper bound of rating 7 from the master scale which is used
as a cutoff in the origination process. The transfer logic model could have a more loose threshold applied on these
transactions depending on the age, remaining maturity and initial IFRS9 PD so the 20% Basel PD backstop triggers
the Stade 2 allocation before the transfer logic model. Similarly, the threefold increase in the lifetime credit risk is
there for the transactions in the better rating groups so that if there is a deterioration in their rating the threefold in-
crease will be triggered before the breach of the transfer logic threshold.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(k) Financial Assets and Liabilities (continued)
Financial Liabilities (continued)

(vii) Impairment Identification and Measurement
(continued)

The transfer approach from stade to stage forth and back
is symmetrical. Specifically, if in subsequent reporting
periods the credit quality of a financial asset assigned to
Stage 2 improves such that there is no longer a significant
increase in credit risk since initial recognition, then the as-
set is reassigned to Stage 1. Nevertheless, an additional
minimum time permanence is present which does not
allow transfer to Stage 1 before the minimum continuous
time spent in Stage 2 is at least 3 months

In the impairment process, the Group applies a special
treatment to the purchases of already impaired assets from
the so-called NPL portfolios and to the approval of new
loans to the borrowers with already impaired loans within
its portfolio, i.e. those already in NPL status. In accordance
with the Standard, such assets are defined as POCI (pur-
chased and/or originated impaired credit assets) and are
separately measured through cumulative changes in life-
time expected credit losses of the instruments after their
initial recognition. Positive changes in the lifetime expected
credit losses of the instrument are recognized as gains on
the impairment of instruments if the expected credit loss in
lower than the amount of expected credit losses included in
the estimated cash flows upon initial recognition.

(ix) Write-Off

When certain financial assets are determined to be irre-
coverable, these are written off. Write-off of an asset rep-
resents derecognition of that asset within the statement
of financial position, where write-off of assets without
debt acquittal is distinduished from write-off with debt
acquittal.

Assets are written off without debt acquittal in instances
where the Group has estimated that the assets will not be
collected but does not waive its contractual and legal
rights in respect of such assets. In such cases, the Group
estimates that it is economically justified to undertake
further activities related to the collection of a financial
asset. The Group also has the right to calculate ledally
prescribed penalty interest after write off without debt ac-
quittal, but ceases to record it until collection.
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The Group performs write-offs without debt acquittal (ac-
counting write-offs) based on the decisions of its compe-
tent bodies and/or the relevant NBS decision for financial
assets with low collectability rates that are fully impaired
(100% provided for). Given that the Group does not waive
the right to collect financial assets, write-off without debt
acquittal, (@ccounting write-off) represents derecognition
of the financial assets in the statement of financial posi-
tion and recording those within the off-balance sheet
items. When the Group estimates that there is no justifi-
cation for undertaking further activities related to the col-
lection of a financial asset (completed bankruptcy or liqui-
dation procedure, court ruling and the like), the Group'’s
competent bodies enact a decision on derecognition of
the asset from the off-balance sheet items. The Group
writes off financial assets with debt acquittal when these
are estimated as irrecoverable and that it is not economi-
cally justifiable to take further actions toward their collec-
tion. In such instances, the written- off financial assets are
derecognized from the statement of financial position
without any further recording. In the event that the Group
collects a financial asset previously written-off, the in-
come is recognized in the income statement under the
net gains/losses on impairment of financial assets not
recognized at fair value through profit or loss.

The outstanding amount of written off financial assets
without debt acquittal as of December 31, 2024, is RSD
16,676,250 thousands (December 31, 2023: RSD
15,796,048 thousands).

(1) Cash and Balances Held with the Central Bank

Cash and balances held with the central bank include
cash on hand, balances held on the Bank’s gyro account,
other cash funds and the obligatory foreign currency re-
serve held with the central bank. Cash and balances held
with the central bank are stated at amortized cost within
the statement of financial position.

For the purposes of cash flow statement preparation,
cash and cash equivalents include funds held on the ac-
counts with foreign banks, while the obligatory foreign
currency reserve held with the central bank is not includ-
ed in the cash flow statement.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(m) Receivables and Liabilities under Derivatives

Derivatives are derivative financial instruments or other
contracts that have three basic characteristics: their val-
ue changes depending on changes in some basic or un-
derlying value, they require no or relatively little initial net
investment, and they are settled on a specific future
date. Derivatives include forward transactions, currency
swaps, interest rate swaps as well as interest options. In
the statement of financial position, they are presented
within assets if their fair value is positive and within liabil-
ities if their fair value is nedative. They are initially recog-
nized at fair value and the effects of the change in fair
value on subsequent measurement are presented in the
income statement, within the line item of net dains/loss-
es on the change in the fair value of financial instruments.

(n) Derivatives Held as Risks Hedging Instruments
and Hedge Accounting

Derivatives held for risk management purposes include
all derivative assets and liabilities that are not classified
as trading assets or liabilities. Derivatives held for risk
manadement purposes are measured at fair value in the
statement of financial position. The Group has exercised
the option to continue applying the existing IAS 39 hedge
accounting requirements for all its hedging relationships.

The Group designates certain derivatives held for risk
management as hedging instruments in qualifying hedg-
ing relationships.

On initial designation of the hedde, the Group formally
documents the relationship between the hedging instru-
ment and the hedged item, including the risk manage-
ment objective and strategy in undertaking the hedde,
along with the method that will be used to assess the
effectiveness of the hedging relationship. The Group as-
sesses, both at the inception of the hedde relationship as
well as on an ongoing basis, whether the hedging instru-
ment is expected to be highly effective in offsetting the
changes in the fair value or cash flows of the respective
hedged item during the period for which the hedge is
designated, and whether the actual results of each hedge
are within a range from 80% to 125%.
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(i) Fair Value Hedges

When a derivative is designated as the hedging instru-
ment in @ hedge against a change in the fair value of a
recognized asset or liability that could affect the profit or
loss, changes in the fair value of the derivative are recog-
nized immediately in the profit or loss (income) state-
ment, together with chandes in the fair value of the
hedged item that are attributable to the risk hedged.

If only certain risks attributable to hedged items are sub-
ject to hedging, the recognized changes in fair value of
the hedged items that are not associated with the risk
subject to hedging are recognized in accordance with the
Group’s policy on financial instrument measurement de-
pending on the instrument classification.

(i) Cash Flow Hedges

When a derivative is designated as the hedging instru-
ment in a hedge against a change in the cash flows of a
recognized asset, liability or highly probable future trans-
action that could affect the profit or loss, changes in the
fair value of the derivative are recognized:

> the portion of the gain or loss on the hedging instru-
ment that is determined to be an effective hedge shall
be recognized in other comprehensive income; and

> the ineffective portion of the gain or loss on the hedg-
ing instrument shall be recognized in profit or loss.

The recognized changes in fair value of the hedged items
are recognized in accordance with the Group’s policy on
financial instrument measurement depending on the in-
strument classification.

(0) Loans and Receivables

Line items “loans and receivables due from banks and
other financial institutions” and “loans and receivables
due from customers” in the Group’s statement of finan-
cial position include financial assets that are measured at
amortized cost or at fair value through profit or loss
(please refer to Note 3(k)(ii)). If they are measured at am-
ortized cost, loans and receivables are presented net of
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(o) Loans and Receivables (continued)

allowances for impairment in the statement of financial
position (Note 3(k)(viii)). Allowance for impairment is
made by reducing the carrying amount of a loan or re-
ceivable. If, in a subsequent period, the amount of impair-
ment loss decreases, the previously recognized impair-
ment loss is reversed by adjusting the allowance account.
The amount of reversal is recognized in the income state-
ment within the line item of net gains/losses on the re-
versal of impairment/impairment of financial assets not
measured at fair value through profit or loss.

(p) Securities

The line item of securities in the statement of financial
position includes debt securities that can be classified
into all three catedories of financial assets depending on
the business model and SPPI criteria. For classification
and measurement, please refer to Note 3(k)(ii).

(g) Property and Equipment
(i) Recognition and Measurement

Items of property and equipment are initially measured
at cost or purchase price. Cost includes expenditures that
are directly attributable to the acquisition of the asset.
Purchased software that is integral to the functionality of
the related equipment is capitalized as part of such
equipment.

Subsequent to the initial recognition:

— the Group measures equipment at cost net of accu-
mulated depreciation and any accumulated impair-
ment losses;

— while property items are measured at revalued
amounts, being their fair values at the revaluation
date.

Revaluation is made with sufficient regularity to ensure
that the carrying value of the property does not depart
materially from the fair value thereof at the end of the
reporting period. According to the instructions received
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from the UniCredit Group, the “desktop” revaluations
should be performed by certified appraisers on a semi-
annual basis. If such a revaluation reveals that fair value
deviates by more than 10% from the carrying value, the
“full” fair value assessment is to be undertaken.

Recording of the revaluation effects depends on whether
the difference between the carrying value and the fair
value is positive or negative at the revaluation date. Pos-
itive revaluation effects are recognized as increase in the
revaluation reserves and/or gains on the change in the
fair value of the asset to the extent of the of the decrease
previously charged for the same property due to revalua-
tion. Negative revaluation effects are recognized as de-
crease in the previously made revaluation reserves and/
or losses on the change in the fair value of the asset. Re-
valuation reserves made in this respect are fully reclassi-
fied to the retained earnings upon derecognition of the
property. Revaluation reserves are reclassified/trans-
ferred to the retained earnings even during the use of the
property, on a straight-line basis. However, revaluation
reserves cannot be reclassified to the profit or loss.

When parts of an item of property or equipment have dif-
ferent useful lives, they are accounted for as separate items
(major components) of property and equipment. Any gain
or loss on disposal of an item of property and equipment is
determined by comparing the proceeds from disposal with
the carrying amount of the item of property and equip-
ment, and the difference is recognized net within other in-
come/expenses in the profit or loss statement.

(i) Subsequent Expenditure

Subsequent expenditure is capitalized only when it is
probable that the future economic benefits thereof will
flow to the Group.

The cost of replacing part of an item of property or equip-
ment is recognized within the carrying amount of the
item if it is probable that the future economic benefits
embodied within the part will flow to the Group and its
cost can be measured reliably. The costs of the day-to-
day servicing of property and equipment are recognized
in profit or loss as incurred.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(q) Property and Equipment (continued)

(iii) Depreciation

Items of property and equipment are depreciated from
the month following the month when they become avail-
able for use. Depreciation is recognized in profit or loss on
a straight-line basis over the estimated useful life of each
part of an item of property and equipment since this
most closely reflects the expected pattern of consump-
tion of the future economic benefits embodied in the as-
set. Leased assets are depreciated over the shorter of the
lease term and their useful lives.

The depreciation rates used for the current and compara-
tive periods are as follows:

Estimated Useful Life Minimum
Assets Annual Rate
(Years) o
%
- according to estimated

Buildings useful life

Furniture Maximume25 4%
Electronic systems Maximum 15 6.67%
Other Maximum 10 10%

The base for depreciation calculation is the cost of assets
or, in case of property, the revalued amount of property.
Depreciation methods, useful lives and residual values
are reassessed at each financial year-end and adjusted as
appropriate.

(r) Intangible Assets

The Group’s intangible assets comprise software, licens-
es and other intangible assets. Intangible assets are

stated at cost less accumulated amortization and any ac-
cumulated impairment losses.

Subsequent expenditure on intangible assets is capital-
ized only when it increases the future economic benefits
embodied in the specific asset to which it relates. All oth-
er expenditure is expensed as incurred.

Amortization is recognized in the profit or loss on a
straight-line basis over the estimated useful life of an in-
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tangible asset, from the month following the month
when the asset becomes available for its intended use.

The estimated useful life of intangible assets is five years
and amortization rate used equals 20%, except for the
assets whose usage periods are contractually defined,
when these assets are amortized over the contractually
defined periods.

Amortization methods, useful lives and residual values of
intangible assets are reassessed at each financial year-
end and adjusted as appropriate.

(s) Investment Property

Investment property is property held by the owner either
to earn rental income or for capital appreciation or both.

Upon acquisition, investment property is initially meas-
ured at cost or purchase price. After initial measurement,
Group uses the fair value model for investment property
measurement. The Group’s investment property is no
longer depreciated or subject to impairment assessment
Gains or losses arising from the fair value adjustment of
investment property are recognized as income or expens-
es in the period when realized/incurred.

(t) Leases

(i) The Group as the Lessee

IFRS 16 defines a lease as a contract or a part of a con-
tract that conveys the right to control the use an identi-
fied assets for a period time in exchange for a considera-
tion. A right-of-use (ROU) asset is recognized if the
following conditions are cumulatively met:

— the underlying assets may be either explicitly or im-
plicitly identified;

— the lessee has the right to obtain substantially all of
the economic benefits from the use of the asset
throughout the lease period; and

— the lessee has the right to direct the use of the
identified asset, i.e., decide about how and for what
purpose the asset will be used throughout the peri-
od of use.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(t) Leases (continued)
(i) The Group as the Lessee (continued)

As allowed by the standard, the Group does not apply the
accounting required for lessee to low value leases assets
i.e. value up to EUR 5,000 in RSD counter value, to short
term leases with lease terms of up to a year and leases of
intangible assets. Typical low-value underlying assets
are: printers, water dispensers, POS terminals, tablets,
computers, telephones and small office furniture items.
Such leases are recognized as expenses in the Group’s
income statement on a straight-line basis.

When a contract is assessed to be/contain a lease, the
right-of-use asset is recognized within assets, while the
lease liability is recognized within equity and liabilities on
the Group’s statement of financial position. The right-of-
use asset is initially measured at cost, which comprises:

— the amount of the initial measurement of the lease
liability;

— any lease payments made and deposits placed at
or before the commencement date;

— any initial direct costs incurred by the lessee;

— decrease for any lease incentives received from the
lessor; and

— an estimate of costs to be incurred by the lessee in
dismantling and removing the underlying asset, re-
storing the site on which it is located, or restoring
the underlying asset to its original condition.

After the initial recognition, the right-of-use (ROU) asset is
measured at cost less any accumulated depreciation and
any accumulated impairment losses, adjusted for any
re-measurement of the lease liability. ROU assets are de-
preciated on a straight-line basis. Calculation of the de-
preciation charge commences on the first calendar fol-
lowing the month when the asset became available to
the Group.

The lease liability is initially measured at the net present
value of the future lease payments (net of value added
tax), discounted using the interest rate implicit in the
lease, or, if it cannot be readily determined, at the Group’s
incremental borrowing rate. The incremental borrowing
rate is determined based on the cost of financing of liabil-
ities with a similar term and with a similar security to the
liability defined by the lease contract.
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Future lease payments that are included in the amount
of the lease liability after discounting encompass:

— fixed lease payments less any lease incentives re-
ceived;

— variable lease payments, which depend on an index
or a rate;

— mounts expected to be payable by the lessee under
residual value guarantees;

— the exercise price of a purchase option if the Group,
as the lessee, is reasonably certain to exercise that
option; and

— payments of penalties for terminating the lease, if
the lease term reflects the Group, as the lessee, ex-
ercising an option to terminate the lease.

After initial recognition, the lease liability is decreased by
the amount of the lease payments made and increased
by the interest accrued on the lease liability and adjusted
for the following:

— achange in future lease payments resulting from a
change in an index or a rate initially used to deter-
mine those payments;

— a change in the assessment of an option to pur-
chase the underlying asset;

— a chande in the amounts expected to be payable
under a residual value guarantee; and

— achangde in the lease term.

Adjustment to the amount of the lease liability requires a
corresponding adjustment of the right-of-use assets. In
respect of each lease, the Group recognizes depreciation
chardge and interest expenses in its income statement.

(i) The Group as the Lessor

As a lessor, the Group needs to assess whether a lease is
a finance or an operating lease. If the Group assesses that
a lease contract transfers substantially all the risks and
rewards incidental to ownership of an underlying asset to
the lessee, such a lease is classified as a finance lease.
Otherwise, it will be an operating lease. IFRS 16 does not
introduce any significant changes for the lessor lease ac-
counting in comparison to IAS 17.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(u) Impairment of Non-Financial Assets

The carrying amounts of the Group’s non-financial as-
sets, other than investment property and deferred tax
assets, are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is
estimated. Intangible assets with indefinite useful life are
tested for impairment on annual basis. An impairment
loss is recognized in the amount that the carrying value
of an asset or a cash-generating unit exceeds its recover-
able amount.

The recoverable amount of an asset or a cash-generating
unit is the greater of its value in use and its fair value less
costs to sell. In assessing the value in use, the estimated
future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset or a cash-generating unit.

An impairment loss is recognized if the carrying amount
of an asset exceeds its recoverable amount (as the differ-
ence between the two). Impairment losses are recognized
in profit or loss. Impairment losses recognized in prior
periods are assessed at each reporting date for any indi-
cations that the loss has decreased or no longer exists.
An impairment loss is reversed if there has been a change
in the estimates used to determine the recoverable
amount. An impairment Loss is reversed only to the ex-
tent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined,
net of depreciation or amortization, if no impairment loss
had been recognized.

(v) Deposits, Borrowings and Subordinated
Liabilities

Deposits, borrowings and subordinated liabilities are the
Group’s main source of debt funding.

The Group classifies equity instruments as financial lia-
bilities or equity instruments in accordance with the sub-
stance of the contractual terms of the instruments. De-
posits, borrowings and subordinated liabilities are initially
measured at fair value increased by directly attributable
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transaction costs and are subsequently measured at their
amortized cost using the effective interest method.

(w) Provisions

A provision is recognized if, as a result of a past event, the
Group has a present ledal or constructive obligation that
can be estimated reliably, and it is probable that an out-
flow of economic benefits will be required to settle the
obligation. Provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money
and, where appropriate, the risks specific to the liability.
The Group does not perform discounting of the future
cash flows that are, as per the best estimates, expected
to arise in the near term.

(x) Financial Guarantees

Financial gquarantees represent contracts whereby the
Group is obligated to make the designated payment to
the quarantee holder for the loss incurred due to the des-
ignated debtor’s failure to make the relevant payment in
timely manner in accordance with the debt instrument
terms.

(y) Employee Benefits

In accordance with requlatory requirements of the Re-
public of Serbia, the Group is under obligation to pay con-
tributions to tax authorities and state social security
funds, which guarantee social security insurance benefits
to employees. These obligations involve the payment of
contributions by the employer, in amounts computed by
applying the specific, legally prescribed rates. The Group
is also legally obligated to withhold contributions from
gross salaries to employees, and, on behalf of its employ-
ees, transfer the withheld portions directly to the govern-
ment funds. These taxes and contributions payable on
behalf of the employee and employer are charged to em-
ployee salaries and personal expenses in the period in
which they arise.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

continued

(v) Employee Benefits (continued)

Pursuant to the Labor Law, the Group has an obligation to
disburse an employment retirement benefit to a retiree.
Long-term provisions for retirement benefits payable
upon fulfillment of the prescribed criteria reported at De-
cember 31, 2024 represent the present value of the ex-
pected future payments to employees determined by
actuarial assessment using actuarial assumptions. In de-
termining provisions for retirement benefits, the Group
used data and assumptions such as the official statistical
mortality rate tables, employee turnover and disability
rates, the projected annual salary growth rate of 12%,
and an annual discount rate of 5%. In addition, in 2024,
the Group accrued expenses for unused annual leaves
(vacations).
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Liabilities for short-term employee benefits are recog-
nized on undiscounted basis as an expense when the ser-
vice is provided. Long-term benefits refer to payments
based on long-term remuneration schemes of employ-
ees which are included in these schemes based on the
criteria of contributing to the long-term and growing
profitability of the Group. Liabilities for long-term em-
ployee benefits are recognized using the appropriate dis-
count rate.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT

(@) Introduction and Overview

The main types of material risks that the Group is ex-
posed to are the following:

Credit risk;

Market risk;

Operational risk

Liquidity risk;

Compliance risk;

AML risk (Money laundering and terrorist financing
risks);

Strategic risk/Business risk;
Reputational risk;

Interest rate risk in the banking book;
Model risk; and

Climate and environmental risk.

vV V. V V VvV Vv

vV V. V V V

Risk Management Framework

The most important role in the risk management as a
part of internal control system is assigned to the Supervi-
sory Board (SB) of the Bank, which is responsible for risk
manadement system establishing and monitoring. SB is
defining strategies and policies for managing key risk
types that the Group is exposed to in its operations. Also,
SB is in charge of giving prior consent for the bank’s expo-
sure to each single person or a group of related persons
which exceeds 10% of the bank’s requlatory capital, and/
or for the increase of this exposure in excess of 20% of
bank’s regulatory capital. Audit Committee is supporting
SB in its functioning by considering the most important
internal requlations of the Group before final approval by
SB. Management Board of the Bank is responsible for ap-
proval and implementation risk stratedies and policies
and for approval of risk management procedures i.e. pro-
cedures for identification, measuring, estimation and
managing of risks. Important role in loan approval pro-
cess is assigned to the Credit Committee, which is in
charge of making decisions about credit applications
within its competence level or giving recommendation
for higher credit approval competence level.

Internal organization of the Group ensures functional and
organizational separation of risk management and other
regular business activities. The Group has separate or-
ganizational unit that covers risk management — Risk
Management.

Risk Management! is ordanized in order to cover risk
management, through the work of the following struc-
tures:

> Strategic, Credit & Integrated Risks (within which there
are structures: Collateral and Asset management,
Credit risk control & Integrated risks, Credit risk mod-
elling and Credit process & policies);

> Credit Risk Operations (within which there are struc-
tures: Retail credit operations, Large corporate under-
writing, Small corporates underwriting, Corporate
monitoring and Corporate Special credit);

> Financial risks;

> Internal Validation.

All ordanizational units are directly subordinated to the
member of Management Board, who is in charde for risk
management, which assures prevention of conflict of in-
terests and separation of risk management and other
regular operational activities of the Group.

Internal Audit

The Internal Audit conducts its activities based on the
annual operating plan and multi-year internal audit plan
approved by the Supervisory Board. Frequency of internal
audit (frequency or length of an audit cycle) of a particu-
lar process/risk varies from one to five years and directly
depends on the assessed risk level, requlatory and/or re-
quest of UniCredit Group. Internal Audit regularly moni-
tors implementation of recommendations issued in its
reports (action plans) and reports their statuses to the
Management Board, Audit Commmittee and the Superviso-
ry Board including delays in the implementation of the
measures.

1. Within Risk Management there is also a structure in charge of non-financial risks
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk

Credit risk is the risk of possible negative effects on finan-
cial result and capital of the Group caused by the

Borrower’s default on its obligations to the Group and po-
tentially decrease of credit capacity of client.

Credit process in the Group is based on strict segregation
of the competences and responsibilities in credit opera-
tions between risk taking activities, “business” function
responsibilities on one side and credit risk management
function on the other side. Business function is represent-
ed with structures that are dealing with client acquisition
and relationship management, while credit risk manage-
ment function is represented by mentioned structures in
Risk Management in charge of loan underwriting, moni-
toring, restructuring and collection. According to “four
eye” principle, decision on credit application is proposed
by business side (first vote) and final decision or recom-
mendation for credit approval decision is given by risk
managdement function (second vote). Exception can be
made for standardized products in retail segment, when
due to a large number of relatively small loan amounts
and simplification of the procedure, approval process can
be completely realized within business function, with
mandatory applied “4 eyes principle”, in accordance with
predefined criteria and parameters, approved by risk
management function.

With the aim to ensure adequate and timely risk manage-
ment in the area of crediting activity, the Group applies
the following internal bylaws: Risk Management Rule-
book, Rules on Competences for Credit Business, docu-
ments which define rules for internal credit rating assign-
ment, Rules of Procedure for the Credit Committee,
Credit Risk Mitigation Policy, Policy, Real Estate Valuation
Policy, Guidelines for the Management of Corporate Spe-
cial Credit Clients, Guidelines for the monitoring of cus-
tomers with increased risk and rules on management of
Special Credit Clients, Rules on the IAS/IFRS Provisioning
and other enactments. The Group’s goal is to protect it-
self from the nedative impact and to optimize the level of
the risks assumed by defining adequate procedures and
individual responsibilities in the risk management pro-
cess.

In order to define consistent quidelines for the credit ac-
tivity and a general framework for risk management, the
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Group enacts credit risk management strategies for the
retail and corporate segments for each financial year. The
strategies include general duidelines for the basic param-
eters of risk management, principles for analysis of the
creditworthiness of each customer segment, and defini-
tion of the direction of development of individual prod-
ucts, as well as detailed strategy direction of portfolio
development per certain industries. In this manner, the
Group ensures that the adopted business policies are im-
plemented resulting in acceptable credit risk exposure at
the level of individual loans, as well as adequate diversi-
fication and deneral quality of the loan portfolio. The
Group also considers analysis of the money laundering
and terrorist financing risk in making decisions on the
credit risk assumption.

Competences, responsibilities and authorities of persons
involved in the risk management system are defined by
the Rules on Competences for Crediting Business. In cred-
it process decision making, the “four eye” principle has to
be followed irrespective of the decision-making level in
order to ensure that the two sides involved in the credit
process check each other — the one proposing and the
other approving a loan. The focus of Corporate Monitor-
ing in 2024 was on assessing warning signals induced by
overall crisis related to world conflicts but also negative
market trends in several industries (e.g. Adriculture, Con-
struction, Automaotive), and its impact on portfolio.

Regarding corporate portfolio monitoring, bearing in
mind overall world crisis, the increased monitoring of
warning signals, clients and portfolios, and the imple-
mentation of various measures aimed at reducing risks in
cooperation with clients who are on high-risk client watch
lists, is continued. In addition to the existing monitoring
list of clients with increased risk (“watch list”). The bank
continued with the comprehensive analysis of the exist-
ing monitoring process, all with the aim of improving its
efficiency and effectiveness, in order to recognize risks
earlier and to ensure a timely reaction of the Bank. During
2024, the trend of fluctuations of clients to and from
watch lists continued, while the number of clients on
watch lists is increased along with increased number of
clients transferred from Standard portfolio and from
Watch list to worse categories with evident worsening of
general market liquidity.

The main goal in 2024 was to ensure continuity to miti-
gate potential negative effects of geopolitical situation

UniCredit 2024 Annual Report and Accounts
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December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)

through intensive monitoring process and defining ade-
guate strategy toward clients with the negative impact of
Global crisis. Quarterly monitoring of previously identified
clients sensitive to the Russian-Ukrainian and Middle
East conflict continued in cooperation with sales func-
tion, loan approval function and portfolio monitoring
function, as well as more frequent ad hoc occasional cor-
porate sub portfolio analysis including quarterly updating
the list of clients.

Credit Risk Reporting

The Group manages credit risk, sets credit risk limits and
controls it in all segments of its business and for all rele-
vant types of corporate and retail loans. Timely identifi-
cation, measuring, monitoring and managing of the cred-
it risk on the Group’s portfolio level is supported by the
Risk Management Information System (“RMIS”). By re-
porting at the total portfolio level or at the individual cli-
ent level, RMIS provides complete, accurate and timely
information about the balance, quality and movements
of the loan portfolio. RMIS has to fulfil the following four
main functions:

1. Collect and process data and credit risk indicators;

2. Analyze movements and chandes of the entire loan
portfolio and its structural characteristics;

3. Continuously monitor credit risk; and

4. Provide a basis for the process of decision-making
on the credit risk management.

The scope of credit risk monitoring, management and re-
porting on a portfolio level includes monitoring of loan
loss provisions (impairment allowances of balance sheet
assets and provisions for probable losses per off-balance
sheet items).

Credit Risk Parameters

Credit risk is quantified by measuring the expected credit
losses (ECL). Main indicators that are used to monitor
credit risk and to calculate expected credit losses are as
follows:

> Exposure of the Group at default (EaD);
> Probability of default (PD); and

UniCredit 2024 Annual Report and Accounts
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> Loss given default (LGD).

The Group uses internal credit rating models. Rating
models define specific rating for clients with similar cred-
it risk levels. Each rating grade is related to a certain PD
parameter value on the master rating scale. The Group
also internally calculates other credit risk parameters.

Internal credit risk assessment models, credit risk param-
eters and collaterals are used for loan loss provisions cal-
culation in line with IFRS, as defined by the Group’s spe-
cial bylaws. In order to fulfil the aforesaid functions, RMIS
uses IT systems of UniCredit Group and internally gener-
ated databases with information about the portfolio at
the individual loan facility level. The Group’s systems pro-
vide rating and past-due days data as important client’s
credit risk parameters.

Limits

The Group manages credit risk concentration of the port-
folio by setting appropriate limits. Limits are defined by
the Group’s internal bylaws and/or NBS regulations and
compliance with those is monitored and reported on an
ongoing basis.

interpretation of the information contained in the translation, the Serbian version of the document shall prevail.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Credit Risk Reporting (continued)

Reports

In monitoring of the credit risk on the portfolio level, the following reports are used:

Korisnik izvestaja

. Super-
Responsible ordganizational unit  Frequency CRO ALCO Management AUd.It visory
Division Board committee
Board
Quarterly
CRO repor't/SB CFO / Risk management (as + + +
presentation
needed)
Credit Risk Dashboard  Credit risk control & Intedrated risks monthly** +
Risk appetite report Credit risk control & Integrated risks quarterly + +* + +
Bank’s Risk profile Financial risks monthly
Management summary Financial risks daily 4
report
Operational risk report ~ Non-financial risks monthly R
Reputational risk report  Non-financial risks quarterly Pl

*Report is presented for consideration and analysis, before final presentation on Supervisory Board.

** The predefined report form is updated monthly according to the availability of the most recent data. The report is made available to the Head of the Risk
Management and directors of the structures within the Risk Management function.

*** Report recipients are the following organizational structures: Members of the Management Board (CEO and structures Heads: Finance, Corporates, Retail,
Risk Management), Trading, Investment services, Finance, Financial risks, UCL CEQ, but also and UniCredit Group representatives (on demand).

**** Report recipients are the following organizational structures: Management team of the Bank and CEQ Leasing, Internal Audit, Compliance, Banking
operations, Digital Governance & Control, Digital & Information, Security , Strategic, credit and integrated risks, the structure which is covering the Fraud
Management. The report represents the monthly overview of operational risk events.

Rk Report recipients are the Management team of the Bank. The report represents quarterly overview of the analysis results and effect on reputational risk

CRO Report to the Supervisory Board is prepared quarterly or more frequently if necessary, depending on the schedule
of the Supervisory Board’s meetings. All ordanizational units within the Risk Management participate in preparation
of the report while the Stratedic, credit and integrated risks is responsible for coordination and delivery of the report.
The report is prepared in the form of a presentation and includes, among other things, the following:

v

Status overview of the most relevant activities of the Risk Management;

Information on the structure and movements of the loan portfolio;

Information on the key indicators of the portfolio quality, balance and movements of non-performing loans
(NPLs), provisions for credit losses, risk costs and coverage of NPLs with credit loss provisions;

Basic information on the portfolio concentration and compliance with the set limits, including the list of 10 larg-
est client groups and 10 largest non-performing clients by their overall exposure.

\%

\%

\%

Credit Risk Dashboard Report is updated on a monthly basis by the Strategic, Credit and integrated risks and delivered
to the Management Board member in charge of the Risk Management and Directors of all structures within Risk
Management. The information is presented at the sub-segment level (large corporate clients, middle-sized corporate
clients, real estate financing, business clients and entrepreneurs and individuals) with comparative data for the pre-
vious month and previous year-end.
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4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Credit Risk Reporting (continued)
Reports (continued)

The report includes the following information:

Loan structure (type and currency);

Portfolio structure per internal credit rating categories;

Portfolio structure per (non)-default client status;

Data on the asset quality at the sub-segment level (exposure, NPL volume and ratio, amount of credit loss provi-

sions, NPLs coverage with credit loss provisions);

PD and LGD per segment;

> Credit loss provisioning costs per sub-segment (charge and release/reversal as compared to the beginning of year
and previous month); and

> cost of risk per sub-segment.

vV V V V

\%

The risk appetite report is compiled on a quarterly basis and presented at the ALCO board meeting. The organization-
al units of the Group that participate in the development of the risk appetite framework participate in the preparation
of the report. The report involves monitoring the behavior of key performance risk indicators over time, which aim to:

> to ensure that business is conducted up to risk tolerance at the level of the Group, which is additionally through
the ‘bottom up’ process agreed with the Holding Company and adopted by the local Supervisory Board;

> to warn of potentially significant nedgative developments of key indicators and their components, as well as to
provide an explanation of the same;

> to support the development of future strategic decisions in accordance with its risk profile.

In addition to the standardized reports, there are many activities undertaken in order to provide accurate parameters
used in credit risk monitoring: ad hoc analyses and reporting and other activities that contribute to the accuracy of
the credit risk parameters.

Ad hoc analyses and reporting are applied in cases of the Group’s higher risk exposure, especially if the credit risk
level is changing drastically and abruptly and when timely reaction is expected — for example: deterioration of inter-
nally assigned rating grades, significant need for additional provisions, signs of mismatching in ordanization, imple-
mented system or procedures, change of any of the credit risk parameters or in calculation of provisions.

Other activities conducted by the Group include: quality verification of data used in monitoring, managing of and re-
porting on the credit risk, improvement of the existing systems and procedures, annual process of budgeting and
subsequent control and any adjustments of the budgeted parameters.

96 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual Report and Accounts
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4. RISK MANAGEMENT continued

)
]
(b) Credit Risk (continued) el
Credit Risk Reporting (continued) 5
5

Credit Risk Exposure
I
The table below shows the Group’s maximum credit risk exposure per financial instrument type: 8
N
2.
Cash and balances held with . . Loans and receivables due ) . ) - 2
Securities including pledged ) Loans and receivables due Other financial assets . p
the central bank . i from banks and other fin. Off-balance sheet items o
financial assets (Note 22) o from customers (Note 24) (Note 29) s

(Note 20) institutions (Note 23)

Individually impaired

m
Corporate clients, rating 10 - - - - - - 569,267 102,153 9,051 1,701 7,542 - a
Corporate clients, rating 9 - - - - - - - - - - - - r;sg
Corporate clients, restructured loans* - - - - - - 4,315,882 9,134,163 2,260 6,421 323,870 460,808 2
Retail clients, > 90 days past due - - - - - - 4,732,657 4,533,856 49,048 74,132 3,534 4,406
Gross loans - - - - - - 9,617,806 13,770,172 60,359 82,254 334,946 465,214
Impairment allowance - - - - - - 6,580,722 8,357,800 56,475 76,725 179,659 313,283 g
Carrying value - - - - - - 3,037,084 5,412,372 3,884 5,529 155,287 151,931 §
5y
Group-Llevel impaired %
3
o
Corporate clients, rating1 -6 191,329,023 130,511,724 100,275,223 102,262,512 72,022,759 63,008,821 240,874,404 209,801,628 268,380 195,501 306,577,947 269,035,254 -
Corporate clients, rating 7 - - - - - - 8,069,983 3,938,136 927 711 4,926,407 8,510,136
Corporate clients, rating 8 - - - - - - 241,255 1,026,004 468 2,228 164,535 29,180
Retail clients, Stage 1 - - - - - - 128,787,608 104,095,792 23,907 27,751 6,473,843 3,432,107 g
Retail clients, Stage 2 - - - - - - 7,915,193 25,284,784 18,100 - 550,958 2,363,597 5
o}
z
Gross loans 191,329,023 130,511,724 100,275,223 102,262,512 72,022,759 63,008,821 385,888,443 344,146,344 311,782 226,191 318,693,690 283,370,274 9
Impairment allowance 8 8 284,930 271,187 14,847 2,430 4,168,805 5,089,009 586 315 1,059,297 1,224,641 -
Carrying value 191,329,023 130,511,716 99,990,293 101,991,325 72,007,912 63,006,391 381,719,638 339,057,335 311,196 225,876 317,634,393 282,145,633
o
Carrying value of rated assets 191,329,015 130,511,716 99,990,293 101,991,325 72,007,912 63,006,391 384,756,722 344,469,707 315,080 231,405 317,789,680 282,297,564 r%
Carrying value of non-rated assets - - 2,878,229 2,454,461 - - - - 2,051,924 1,267,772 - -
Total carrying value 191,329,015 130,511,716 102,868,522 104,445,786 72,007,912 63,006,391 384,756,722 344,469,707 2,367,004 1,499,177 317,789,680 282,297,564

* Category “corporate clients — restructured loans” includes corporate customers with internal rating 8-, whose impairment allowance was made on a group-level and not individually.
** Difference compared to total other assets relates to non-financial assets with gross carrying value of RSD 896,256 thousand (2023: RSD 422,005 thousand) and impairment allowance of RSD 1,993 thousand (2023: RSD 2,681 thousand).
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4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Implementation of Basel Standards

In the area of application of Basel standards related to credit risk models, the focus of activities was primarily on the
continued development of Exposure at Default and Loss Given Default models, as well as software implementation,
testing and launch of a new rating model for Mid Corporate segment in November 2024.

Internal Rating System (Rating Scale)

The ranking rules for customers are established at the level of UniCredit Group and as such are uniform for each
member of the UniCredit Group. The UniCredit Group’s rating system was developed and has been in use since 2004
at the group level for clients in the corporate segment. For retail clients and entrepreneurs, the rating system was
internally developed and has been in use since 2010. The Group uses the UniCredit Group’s rating models for multi-
national companies, banks, insurance companies and exposures to states/governments. The master rating scale is
used as a unique rating assignment method, which ensures that customers with the same rating have the same
credit characteristics and the same probability that they will not settle their liabilities, in part or in full, within the
period of 1 year.

The master scale is divided into 10 rating classes that are further broken down into a total of 26 rating subgroups.

Rating . . . The internal master scale is compliant with Basel Stan-
Rating PDmin% PDmid% PDmax% . .

Notch dards, meaning that each rating subgroup has a PD para-
1 1+ 0.000% 0.020% 0.026% meter associated with it, with probability that a customer
e 1 0.026% 0.030% 0.035% with particular characteristics will be unable to settle lia-
3 1- 0.035% 0.041% 0.048% bilities toward the Group and enter the default status. For
4 e+ 0.048% 0.056% 0.065%  the first 23 subgroups the probability of default ranges
Z 22 8’8232//2 8'%22/; 8‘223;/: between 0.02% and 20.00%, where .t.hose clients a.re ra-
7 3 0'1121% 01141% 0:165% ted between 1'|" E{nd 8. Their probablllt'y of'default is ba-
g 3 0.165% 0.192% 0.224% sed on the statistical analyses of the historical data
9 3- 0.224% 0.262% 0.306% Ratings from 1+ to 6-: These rating notches are reserved
10 4+ 0.306% 0.357% 0.417% for customers determined in an internal credit asse-
11 4 0.417% 0.487% 0.568% ssment to have a credit standing of very good to just ac-
12 4- 0.568% 0.663% 0.775% ceptable. For customers with this rating periodic review
13 5+ 0.775% 0.904% 1.056% of creditworthiness is performed once a year.

14 5 1.056% 1.232% 1.439%

15 5. 1.439% 1.680% 1.961% Ratings 7+ to 7-: These cover three subgroups for transa-
16 6+ 1.961% 2.289% 2.673% ctions with low credit rating clients. Customers assigned
17 6 2.673% 3.120% 3.643% these rating notches have substantially higher risk factors
18 6- 3.643% 4.253% 4.965% and must be constantly monitored.

;3 77+ 2:32?:2 %gg:j: 2;2;: things 8+. an.d.8— cover t.hpse. clients that arg not deter-
o1 .. 999954 10767% 12.570% mlned for |nd|V|dU§l provisioning but. are subject to spe-
55 8+ 12.570% 14.674% 17131% cial loan restructuring or debt reduction measures.

23 8 17.131% 20.000% 100% Rating 8- relates to customers in default according to the
24 8- 100% 100% 100% Basel Standards criteria.

25 9 100% 100% 100%

26 10 100% 100% 100%
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Internal Rating System (Rating Scale) (continued)

Rating 9 refers to customers with loans provided for on an individual basis or those where a portion of the receivables
has been written off.

Rating 10 is assigned to the clients in the process of liquidation or bankruptcy.

Ratings 8-, 9 and 10 are by definition assigned to customers in default in accordance with Basel Standards criteria,
with special credit loss provisioning calculation.

For IFRS 9 purposes the rating from the master scale is adjusted in such way that clients from the rating notches with
the same rating (i.e. 1+, 1 and 1-) are grouped todether in one rating class (i.e. rating 1). IFRS 9 PD model creates PD
curves for rating classes from 1 to 8 for 3 segments Retail, Business, Corporate. Afterwards these PD curves are adju-
sted for forward looking information. With FLI the PD values for the first 3 years will be adjusted in accordance with
the macroeconomic outlook impacting the PD values to go up or down in value. In addition, based on the policies of
the Group, PDs need to be client-specific. Therefore, punctual cumulative PDs (cPDs) on a client level are derived from
the cPDs on a rating class level. Clients are assigned to rating classes based on their punctual Basel PD at the repor-
ting date. This Basel PD of a client is compared to the PD mid values taken from the master scale, which is shown in
the previous page, of the whole rating class and based on that the cPD curve is shifted upwards or downwards de-
pending on if the clients Basel PD is above or below the PD mid value.

Methodology for Calculation of Expected Credit Losses

In accordance with the current Rulebook on IFRS Loan Loss Provisioning, the Group calculates 12-month ECL or a life-
time ECL of a financial instrument depending on the significance of the change in its credit risk occurred since the
instrument’s initial recognition. For these purposes, the Group uses the following three stages of impairment:

> Stade 1 includes all new financial assets at initial recognition (except POCI) and instruments without significant
credit quality deterioration since their initial recognition, or instrument with low-level credit risk;

> Stage 2 includes financial instruments with significant credit quality deterioration since their initial recognition
yet with no objective evidence of impairment based on credit losses;

> Stage 3 includes financial instruments where objective evidence of impairment exists at the reporting date.

Stages 1 and 2 include only performing financial assets. Stage 3 includes only non-performing financial assets. For
financial assets in Stage 1, the Group calculates 12-month expected credit losses. For financial assets in Stage 2, the
Group calculates lifetime expected credit losses.

Stage 1 12-month expected credit losses are calculated, except for maturity shorter than 12 months. It applies to all
items (from initial recognition) as long as there is no significant deterioration in credit quality.

Allowances are calculated in accordance with the Group methodology the following way:

min (12;T) 1 iz
12
ECL = Zl (CPDm — CPDm—l) X LGDmunsec X EADmunseC X (1 + E]R)
m:
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4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Methodology for Calculation of Expected Credit Losses (continued)
Where:

> EADt *m¢¢ Unsecured exposure at default for account at time ¢, namely Exposure at default for account
at time m, minus the allocated collateral amount

> EADm""s¢¢  Unsecured exposure at end of month (note: secured part assumed to have LGD 0%, thus ECL 0)
> CPDm Cumulative punctional PD at month m

> LGDm""s¢¢  Unsecured loss given default at month m

>T Maturity in months

> EIR Effective interest rate

>m End of month

Financial instruments, for which significant deterioration in credit quality has occurred since initial recognition are
assigned to Stage 2. However, these financial instruments are not in default yet, lifetime expected credit losses are
calculated. Allowances are calculated in accordance with the Group methodology using the following approach:

. m
1 \1z
ECL = Zl(CPDm - CPDm_l) X LGDmunsec X EADmUTLSQC X (1 + E]R)
m=

Where:

v

EADt *ms¢¢ Unsecured exposure at default for account at time ¢, namely Exposure at default for account
at time m, minus the allocated collateral amount

> EADm"™¢¢  Unsecured exposure at end of month (note: secured part assumed to have LGD 0%, thus ECL 0)
> CPDm Cumulative punctional PD at month m

> LGDm""s¢¢ Unsecured loss given default at month m

>T Maturity in months

> EIR Effective interest rate

>m End of month

LGD is one of the key components of the credit risk parameters based ECL model presented in Equation above. LGD
based on IFRS 9 requirement are to be adjusted by Forward-looking information and calculated in the following manner:

LGDunsec = LGDliquidation * (1 — cure rate)

Where LGD liquidation is the estimated pool based average values of LGD for default events resolved in liquidation for
the 3 segments Retail, Business and Corporate, and the cure rate is the probability that the default event will return
to the performing portfolio, thus be cured. The main dgoal of the FLI is to incorporate in LGD parameters the future
macroeconomic tendencies and adjust the predicted portfolio RRs for following years. Specifically, based on a macro-
economic model, the Group forecasts the year-to-year percentage change (A) of the yearly recovery rates with respe-
ct to the current point in cycle, which is expected to be recovered within a 12-month time horizon, calculated as
follows:

wx_ RR_FLy, —RRy
ti RRtO ] ) &y

Where:

-RR_FL,, corresponding to the forecasted yearly recovery rates in 1 year, 2 years, and in 3 years;

-RR , corresponding to the last yearly recovery rates.
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4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Methodology for Calculation of Expected Credit Losses (continued)

Multi scenario overlay is applied to fulfill the requirements of IFRS 9 standard and the best practices in the banking industry for including macro-economic effects, based on a
range of possible outcomes, into the expected credit losses.

The table containing weights for four alternative scenarios (out of which baseline (BL), negative or contagion (CONT) and positive (POS) were communicated from the Group,
and the average (AVG) scenario is simply the weighted average of aforementioned 3) that were applied to November’s LLP run is represented below:

Name Severity Weight Comment
Bl - 60% Baseline
Cont downturn 35% Contagion
Pos upturn 5% Positive

It has been created taking the weighted averade of each “delta” i.e. change in PD/LGD values per segment among all the scenarios above. This is
Avg - - used only for Staging allocation, meaning that the final calculation of multi scenario overlay will take the stage from the average scenario and all
other information from the previous 3 scenarios.

The forecasted default rates (as well as recovery rates) represent the input for the point in time (PIT)/FLI adjustment of the lifetime probability of default (and lifetime loss given
default) parameters used to calculate the multi scenario overlay.

Sensitivity of EAD and ECL per local segment and stage is given in RSD thousands in the following tables:

i EAD Baseline EAD Nedative EAD Positive
ortfolio
of whichS1 of whichS2 of which S3 Total of whichS1 of whichS2 of which S3 Total of whichS1 of whichS2 of which S3 Total

Corporate 157,378,785 37,968,878 4,868,189 200,215,852 151,698,044 43,649,619 4,868,189 200,215,852 157,930,260 37,417,403 4,868,189 200,215,852
Small Business 34,571,914 3,824,339 1,319,334 39,715,587 34,512,523 3,883,730 1,319,334 39,715,587 34,567,722 3,828,531 1,319,334 39,715,587
Retail - Mortdages 38,485,259 1,191,637 434487 40,111,383 38,465,469 1,211,427 434487 40,111,383 38,491,965 1,184,931 434,487 40,111,383
Retail - Others 58,422,550 3,040,515 3,234,334 64,697,399 58,243,808 3,219,246 3,234,345 64,697,399 58,485,896 2,977,158 3,234,345 64,697,399
Total 288,858,508 46,025,369 9,856,344 344,740,221 282,919,844 51,964,022 9,856,355 344,740,221 289,475,843 45,408,023 9,856,355 344,740,221

ot EAD Baseline EAD Negative EAD Positive
ortfolio
of whichS1 ofwhichS2 of which S3 of whichS1 of whichS2 of which S3 of whichS1 of whichS2 of which S3

Corporate 750,084 827,298 4,143,103 5,720,485 752,935 1,145,593 4,143,616 6,042,144 740,273 788,283 4,142,815 5,671,371
Small Business 278,392 246,121 941,045 1,465,558 280,515 251,818 945,705 1,478,038 279,134 246,372 938,404 1,463,910
Retail Mortgages 29,522 18,158 100,310 147,990 30,117 20,178 101,088 151,383 29,337 17,440 99,933 146,710
Retail - Others 647,349 421,247 2,455,378 3,523,974 698,872 483,494 2,508,953 3,691,319 630,679 398,506 2,429,455 3,458,640
Total 1,705,347 1,512,824 7,639,836 10,858,007 1,762,439 1,901,083 7,699,362 11,362,884 1,679,423 1,450,601 7,610,607 10,740,631

) ECL Final
Portfolio
of which S1 of which S2 of which S3 Total

Corporate 744,360 820,667 4,143,103 5,708,130
Small Business 278,081 245,818 941,045 1,464,944
Retail - Mortdages 29,523 18,159 100,310 147992
Retail - Others 647,366 421,258 2,455,389 3,524,013
Total 1,699,331 1,505,901 7,639,847 10,845,079
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Methodology for Calculation of Expected Credit Losses (continued)

Multi scenario overlay for Q4 2024 and Q4 2023 is given in the table below. Overlay factor is added as a multiplier on
top of ECL calculation for all performing transactions.

Local Portfolio Ovtgza;:;:tor OV:LaZ::;tor GW Portfolio ngza;:;:tor 0v<;rza;l::;:tor
Business: 1.005 1.0113 FI(Banks): 1.0195 1.0145
Corporate: 1.0613 1.1638 GPF: 1.0609 1.6012
Retail: 1.0345 1.045 MNC: 1.0777 1.097
‘ SOov: 1.2181 1.1589

Rules and Principles for ECL Calculation for Non-Performing Financial Assets — Stage 3

In accordance with the current Rulebook on IFRS Loan Loss Provisioning, if there is objective evidence of impairment
(default status) on the financial statements’ preparation date, all financial assets are classified into Stage 3. According
to Art. 178 of the EU regulation n. 575/2013 a ‘default’ shall be considered to have occurred with regard to a particu-
lar obligor when either or both of the two following events have taken place:

1) the obligor is past due more than 90 days on any material credit obligation; or/and

2) the obligor is unlikely to pay at least one of his credit obligations in full without recourse actions to be taken by
the respective legal entity. For financial instruments classified into Stage 3, the rule is that impairment is based
on the calculation of lifetime ECL. In this process, the Group specifically treats clients in the default status whose
exposure is considered significant and such loans or clients are individually assessed by the Group on a case by
case basis, whereas the loans that are not individually significant are assessed on a collective basis.

A financial asset is impaired and impairment has occurred if there is an evidence of impairment arising from one or
more events that occurred after the date of initial recognition of the asset, which have an impact on the estimated
future cash flows of that financial asset. If any such evidence exists, the Group is required to calculate the amount of
such impairment in order to determine whether the impairment loss should be recognized. In other words, if there is
any evidence of impairment, the Group should estimate the amount that can be recovered for that asset or group of
assets and recognize the impairment losses.

When determining the adequate amount of the provision, the Group must differentiate the need to calculate the
specific provision on an individual basis and the specific provision on a collective basis for clients that are grouped
into categories with similar risk characteristics, based on the segment to which the client belongs and the total amo-
unt of exposure at the client level. The total exposure of the client is comprised of the balance sheet and off- balance
sheet receivables, including undrawn loan funds. The process of determining a specific provision on an individual
basis is intended to measure the impairment loss at the client level. An individual provision is assessed as the diffe-
rence between the carrying amount of the receivable and the present value of the expected future cash flows disco-
unted at the effective interest rate of the financial asset (e.g., the effective interest rate specified when upon contra-
ct execution). In other words, the provision will be determined in the amount of an individual receivable that is not
expected to be recovered.

In the event that the effective interest rate is not available, an alternative interest rate that is defined in accordance
with the Group’s bylaws will be used to calculate the provision. When determining the present value of the receiva-
bles, the discounted cash flow from the repayment of principal, interest or any other cash flow from a loan is calcu-
lated first. Thereafter, the discounted cash flow from the net realizable value of collateral for that loan is calculated.
The final net present value of future cash flows of the loan is compared to its carrying amount and the amount of
provision for impairment losses for the given loan that are recognized in the profit or loss statement is determined.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk(continued)
Methodology for Calculation of Expected Credit Losses (continued)
Rules and Principles for ECL Calculation for Non-Performing Financial Assets — Stage 3 (continued)

The calculation of provisions for exposures with impairment that are not classified as individually significant is carried
out on a collective basis by grouping the default status clients into homogeneous categories with similar risk chara-
cteristics. When defining homogeneous categories, the Group applies the criteria used for segmentation when deve-
loping a model for calculating the loss rate due to default status (LGD model). The calculation of collective provisions
in Stage 3 is performed for the default status clients that do not meet the requirements for an individual assessment
of the provision. Calculation of the provision on the collective basis is made using the following calculation formula:

ECL= unsecEAD x LGDs3 (time in default).
Where:

> unsecEAD designates exposure in default reduced by the value of the collateral; and
> LGDs3 (time in default) designates loss at the moment of default.

If a receivable is fully collateralized and for this reason unseceAD is equal to 0, the following formula is applied:
ECL=EAD x provisioning weight for Stage 1

The provisioning weight for Stage 1 is determined semi-annually, by recalculating this value based on the average
level of provisions per portfolio segments. Values of LGDs3 (time in default) depend on the client segment, number
of years the repayment lasts, and the period that the client has spent in the default status.

Client support as part of the COVID-19 support package refers to introduction of moratorium defined by the NBS and
government guarantee scheme. Following tables present exposures covered by the public guarantee.

Overview of loans and receivables subject of the guarantee scheme as of 31.12.2024

Maximum amount
of the guarantee Gross carrying
that can be amount
considered

Gross carrying amount

of which: Public guarantees Inflows to'
o . non-performing
forborne received x
exposures

Newly originated loans and advances

1 . . 798,154 178,669 181,432
subject to public guarantee schemes
> of which: Collateralized by residential
immovable property
3 of which: Non-financial corporations 798,154 178,669 41,917 263,822
f which: Small and Medium-siz
4 Ofwhich: Smalland Medium-sized 797626 263,822
Enterprises
of which: Collateralized by commercial
5 y 9,478
immovable property
*Loans and receivables from customers as of December 31, 2024 by the presented categories.
** Category shows increase in Non-performing exposures after new approval under guarantee scheme (as of December 31, 2023).
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk(continued)
Methodology for Calculation of Expected Credit Losses (continued)

Rules and Principles for ECL Calculation for Non-Performing Financial Assets — Stage 3 (continued)

Overview of loans and receivables subject of the guarantee scheme as of 31.12.2023.

Maximum amount
of the guarantee

Gross carrying amount

Gross carrying

that can be amount
considered
of which: Public guarantees Inflows to-
* . non-performing
forborne received x
exposures
1 Nevyl\/ orlglnatgd loans and advances 4,383 682 520,610 1,045,010 i
subject to public guarantee schemes
5 of which: Collateralized by residential i i
immovable property
3 of which: Non-financial corporations 4,383,682 520,610 1,045,010 526,735
4 ofwhmh: Small and Medium-sized 4377433 526,735
Enterprises
5 of which: Collateralized by commercial 322,869 202,589

immovable property

* Loans and receivables from customers as of December 31, 2023 by the presented catedories.

**** Category shows increase in Non-performing exposures after new approval under guarantee scheme (as of December 31, 2022).

The table below shows a breakdown of gross and net non-performing loans due from banks and customers.

Loans and receivables
due from banks and  Loans and receivables due

Securities (Note 22) other financial T R R Other assets (Note 29) Off-balance sheet items
institutions (Note 23)
Thousands of RSD Gross Net Gross Net Gross Net Gross Net Gross Net
December 31, 2024
Corporate clients, rating 10 - - - - 569,267 116,515 9,051 376 7542 600
Corporate clients, rating 9 - - - - - 1 - 1 - 1
lcofgﬁfrate clients, restructured - - - - 4315882 1455226 2,260 192 323870 153428
Retail clients, > 90 days past due - - - - 4,732,657 1,465,342 49,048 3,315 3,534 1,258
Total - - - - 9,617,806 3,037,084 60,359 3,884 334,946 155,287
December 31, 2023
Corporate clients, rating 10 - - - - 102,153 26,018 1,701 317 - -
Corporate clients, rating 9 - - - - - - - - - -
Egﬁgrate clients, restructured - - - - 9134163 4012735 6,421 930 460,808 150,260
Retail clients, > 90 days past due - - - - 4,533,856 1,373,619 74,132 4,282 4,406 1,671
Total - - - - 13,770,172 5,412,372 82,254 5,529 465,214 151,931
The aging structure of matured and unimpaired loans as of December 31, 2024, is provided in the table below:
Up to 30 days 31 to 60 days 61 to 90 days Over 90 days Total
Thousands of RSD past due past due past due past due
Loans and receivables due from
customers
Gross carrying value 7,626,097 412,036 118,774 - 8,156,907
Impairment allowance (276,837) (73,551) (29,687) - (380,075)
Net carrying value 7,349,260 338,485 89,087 - 7,776,832
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk(continued)
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Movements of the Gross Carrying Values of Assets per Class of Assets and per Impairment Stade

(i) Cash and balances held with the central bank Y
=}
in thousands of RSD Chandes within the Stage Transfers among Stades i
January 1, Increases Decreases Total S1(-) S2 (-) S1(-) S3(-) S2 () S3(-) Exit () Newly December 31, g
2024 +) ) transfers to S2 (+) to S1 (+) to S3 (+) to S1 (+) to S3 (+) to 52 (+) approved (+) 2024 2
Stage1 130,511,724 60,817,299 - - - - - - - - - - 191,329,023
Stage 2 - - - - - - - - - - - - - g
Stage 3 - - - - - - - - - - - - - »
Total 130,511,724 60,817,299 - - - - - - - - - - 191,329,023 §
g
in thousands of RSD Chandes within the Stage Transfers among Stades %
January 1, Increases Decreases Total S1(-) S2 (-) S1(-) S3(-) S2 (-) S3(-) Newly December 31, %
2023 ) transfers t0 S2 (+) to S1 (+) to S3 (+) to S1 (+) to S3 (+) to S2 (+) approved (+) 2023 ]
Stage 1 69,758,834 60,752,890 - - - - - - - - - - 130,511,724 ?,
Stage 2 - - - - - - - - - - - - -
Stage 3 - - - - - - - - - - - - - "
Total 69,758,834 60,752,890 - - - - - - - - - - 130,511,724 %
s
(ii) Securities at amortized cost (AC) and at fair value though other comprehensive income (FVtOCI)
in thousands of RSD Changes within the Stage Transfers among Stades Q
January 1, Increases Decreases Total S1(-) S2 (-) S1(-) S3(-) S2 (-) S3(-) Newly December 31, g
2024 +) ) transfers to 52 (+) to S1 (+) to S3 (+) to S1 (+) to0 53 (+) to S2 (+) approved (+) 2024
Stagel 102,262,512 - (1,987,289 - - - - - - - - - 100,275,223
Stage 2 - - - - - - - - - - - - -
Stage 3 - - - - - - - - - - - - -
Total 102,262,512 - (1,987,289) - - - - - - - - - 100,275,223
in thousands of RSD Chandes within the Stage Transfers among Stades
January 1, Increases Decreases Total S1(-) S2 (-) S1(-) S3(-) S2 (-) S3(-) Exit () Newly December 31,
2023 () transfers to S2 (+) to S1 (+) to 53 (+) to S1 (+) t0 S3 (+) to S2 (+) approved (+) 2023
Stagel 102,303,916 31,092,551 (24,980,194) - - - - - - - (6,153,761) - 102,262,512
Stage 2 - - - - - - - - - - - - -
Stage 3 - - - - - - - - - - - - -
Total 102,303,916 31,092,551 (24,980,194) - - - - - - - (6,153,761) - 102,262,512
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)

Movements of the Gross Carrying Values of Assets per Class of Assets and per Impairment Stage

(iii) Loans and receivables due from banks and other financial institutions

in thousands of RSD Chandes within the Stage Transfers among Stages including Repayments

January 1, Increases Decreases Total S1() S2(-) S1(-) S3(9) S2 (-) S3 () . Newly December 31,

transfers and Exit (-)
2024 +) ) repayments  ° S2(+) toS1(+) toS3(¥) to S1 (+) to S3(+) toS2 (+) approved (+) 2024

Stage 1 62,970,750 19,345,156 (6,453,624) (30,669) (30,669) - - - (5,451,781) 1,554,911 71,934,743
Stage 2 38,071 763 - 32,530 32,530 - - - (6,751) 23,403 88,016
Stage 3 - - - - - - - - - - -
Partial
repayments (1,861) (1,861) i ) i ) i
Total 63,008,821 19,345,919 (6,453,624) - - - - - - - (5,458,532) 1,578,314 72,022,759
in thousands of RSD Chandes within the Stage Transfers among Stagdes including Repayments

January 1, Increases Decreases Vel S1(-) S2 (-) 51 (-) S3 () S2 (-) S3(-) ) Newly December 31,

transfers and Exit (-)
2023 ©) repayments  1052()  t051(+) toS3(+)  toS1(+) toS3(+)  toS2(4) approved (+) 2023

Stage 1 75,622,390 5,557,015 (22,613,826) 283,009 (13,727) 296,736 - - (17,319,945) 21,442,107 62,970,750
Stage 2 277,481 - (1,808) (242,006) 12,688  (254,694) - - (681) 5,085 38,071
Stage 3 - - - - - - - - - - -
Partial (41,003) 1,039 (42,042) - - - -
repayments
Total 75,899,871 5,557,015 (22,615,634) - - - - - - - (17,320,626) 21,447,192 63,008,821

(iv) Loans and receivables due from customers

in thousands of RSD Changes within the Stage Transfers among Stagdes including Repayments

January 1, Increases Decreases Total S1() S2(-) S1(-) S3 () S2(9) S3 () X Newly December 31,

transfers and ©0S3()  toSL(  t053®  tos2® O approved )
2024 (+) ) repayments to S2 (+) toS1(+) PP 2024

Stage 1 247,025,832 10,379,188 (34,776,809) 4,998,890 (25,570,112) 32,484,286 (1,952,489) 37,205 (49,788,784) 159,564,558 337,402,875
Stage 2 97,117,338 172,486  (6,469,454) (25,633,108) 18,144,176 (42,576,565) (1,893,663) 692,944 (25,718,019) 9,016,963 48,486,206
Stage 3 13,773,346 38,066  (1,459,121) 2,297,500 1,584,047 (44,646) 1,611,522 (853,423) (7,161,142) 2,128,529 9,617,168
Partial 18,651,832 7,596,714 10,242,163 348,792 8108 288514 167,541
repayments
Total 357,916,516 10,589,730 (42,705,384) 315,114 170,778 149,884 (19,650) 667 6,373 7,062 (82,667,945) 170,710,050 395,506,249
in thousands of RSD Chandes within the Stage Transfers among Stades including Repayments

January 1, Increases Decreases Total S1() S2(-) S1(-) S3(-) S2 (-) S3(-) . Newly December 31,

transfers and toS3(+) toS1(+)  toS3(+)  toS2(+) Exit () approved (+)
2023 (+) ) repayments to S2 (+) to S1 (+) PP 2023

Stage 1 223,844,649 6,084,994 (28,757,893) (22,178,975) (33,387,009) 12,335,432 (1,170,019) 42,621 (38,441,346) 106,474,403 247,025,832
Stage 2 106,359,367 1,114,433 (12,494,032) 3,320,148 24,633,103 (16,450,832) (5,252,461) 390,338 (25,055,920) 23,873,342 97,117,338
Stage 3 12,787,854 55,977 (3,559,730) 4,491,133 962,134 (51,896) 4,154,596 (573,701) (1,550,821) 1,548,933 13,773,346
Partial 14367,694 8753906  4,115400 207,885 9,275 1,097,865 183,363
repayments
Total 342,991,870 7,255,404 (44,811,655) - - - - - - - (65,048,087) 131,896,678 357,916,516
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Movements of the Gross Carrying Values of Assets per Class of Assets and per Impairment Stade (continued)

(v) Other assets

in thousands of RSD Changes within the Stage Transfers among Stades including Repayments

January 1, Increases Decreases Total S1(-) S2(-) 51 (-) S3(-) S2 (-) S3(-) . Newly December 31,

transfers and Exit (-)
2024 +) ) - toS2 (+) to S1 (+) to S3 (+) toS1 (+) to S3(+) to S2 (+) approved (+) 2024

Stage 1 1,813,920 1,250,210 (174) 22,823 (520) 23,257 (2) 88 (14,303) 58,549 3,131,025
Stage 2 105,860 17,342 (11,832) (33,916) 596 (33,728) (1,892) 1,108 (19,344) 70,827 128,937
Stage 3 78,442 7,428 (10,338) 2,543 8 (656) 4,105 (914) (52,551) 34,835 60,359
Partial 8,550 (76) 10,471 ®) 568 (2,213) (194)
repayments
Total 1,998,222 1,274,980 (22,344) - - - - - - - (86,198) 164,211 3,320,321
in thousands of RSD Chandes within the Stage Transfers among Stagdes including Repayments

January 1, Increases Decreases Uil S1(-) S2 (-) 51 (-) S3(9) S2 (-) S3(-) ) Newly December 31,

transfers and Exit (-)
2023 +) () TR toS2 (+) to S1 (+) to S3 (+) to S1 (+) to S3(+) to S2 (+) approved (+) 2023

Stage 1 1,949,592 38,543 (89,238) (78,380) (78,454) 75 (1) - (12,343) 5,746 1,813,920
Stage 2 36,356 3,319 (2,091) 70,071 71,816 (69) (1,911) 235 (23,237) 21,442 105,860
Stage 3 74,805 15,898 (6,616) 4571 8 - 5,164 (601) (41,540) 31,324 78,442
Partial 3,738 6,638 (6) (7) - (3,253) 366
repayments
Total 2,060,753 57,760 (97,945) - - - - - - - (77,120) 58,512 1,998,222

Movements of the Impairment Allowance of Assets per Class of Assets and per Impairment Stage

() Cash and balances held with the central bank

in thousands of RSD Chandes within the Stage Transfers among Stagdes including Repayments
January 1, Increases Decreases Total S1() S2(-) S1(-) S3(-) S2 (-) S3(-) Exit () Newly December 31,
2024 (+) ) transfers to S2 (+) toS1 (+) to S3 (+) to S1 (+) to S3(+) toS2 (+) approved (+) 2024
Stage 1 8 - - - - - - - - - 8
Stage 2 - - - - - - - - - - -
Stage 3 - - - - - - - - - - -
Total 8 - - - - - - - - - - - 8
in thousands of RSD Changdes within the Stage Transfers among Stades including Repayments
Januvary 1, Increases Decreases Total S1(-) S2 (-) 51 () S3(-) S2 (-) S3(9) Newly December 31,
2023 () transfers to S2 (+) to S1 (+) toS3(+)  toS1(+) to S3(+) to S2 (+) approved (+) 2023
Stage 1 3 5 - - - - - - - - 8
Stage 2 - - - - - - - - - - -
Stage 3 - - - - - - - - - - -
Total 3 5 - - - - - - - - - - 8
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December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Movements of the Impairment Allowance of Assets per Class of Assets and per Impairment Stade (continued)

(i) Securities at amortized cost (AC) and at fair value though other comprehensive income (FVtOCI)

in thousands of RSD Changes within the Stage Transfers among Stades
Janvary 1, Increases Decreases Total S1 (-) S2 (-) S1 () S3(-) S2 (-) S3(-) Newly December 31,
2024 ) transfers to S2 (+) to S1 (+) toS3(+)  toS1(+) to S3(+) to 52 (+) approved (+) 2024
Stage 1 271,187 13,743 - - - - - - - 284,930
Stage 2 - - - - - - - - - -
Stage 3 - - - - - - - - -
Total 271,187 13,743 - - - - - - - - 284,930
in thousands of RSD Chandes within the Stadge Transfers among Stades
January 1, Increases Decreases Total S1(-) S2 (-) 51 (-) S3(9) S2 (-) S3(9) Newly December 31,
2023 () transfers to S2 (+) to S1 (+) toS3(+)  toS1(+) to S3(+) to S2 (+) approved (+) 2023
Stage 1 67,707 205,844 (51) - - - - (2,313) - 271,187
Stage 2 - - - - - - - - - -
Stage 3 - - - - - - - - -
Total 67,707 205,844 (51) - - - - - (2,313) - 271,187

(iii) Loans and receivables due from banks and other financial institutions

in thousands of RSD Changes within the Stage Transfers among Stades
Stage January 1, Increases Decreases Total S1(-) S2(-) 51 (-) S3(-) S2 (-) S3 () Newly December 31,
2024 ) transfers t0 S2 (+) to S1 (+) to S3 (+) to S1 (+) to S3(+) to S2 (+) approved (+) 2024
Stage 1 3,254 2,347 (779) (64) (64) - - (1,662) 12,707 15,803
Stage 2 (606) - - 64 64 - - (197) 1 (738)
Stage 3 - - - - - - - - -
Total i i
transfers
Change* (218) - - - (218)
Total 2,430 2,347 (779) - - - - - (1,859) 12,708 14,847
in thousands of RSD Chandes within the Stage Transfers among Stades
Stage January 1, Increases Decreases Total S1(-) S2 (-) 51 (-) S3(-) S2 (-) S3(-) Newly December 31,
2023 +) () transfers to S2 (+) to S1 (+) toS3 (+) toS1(+) to S3(+) to S2 (+) approved (+) 2023
Stage 1 4,976 1,461 (3,329) 1,129 (3) 1,132 - (1,578) 595 3,254
Stage 2 351 - (17) (1,129) 3 (1,132) - (5) 194 (606)
Stage 3 - - - - - - - - -
Total i i i ) i
transfers
Change* 905 (1,123) (1) (1,122) - - (218)
Total 6,232 1,461 (3,346) (1,123) (1) (1,122) - - (1,583) 789 2,430
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Movements of the Impairment Allowance of Assets per Class of Assets and per Impairment Stade (continued)

(iv) Loans and receivables due from customers

in thousands of RSD Chandes within the Stage Transfers among Stades
Stage January 1, Increases Decreases Total S1(-) S2 () S1 () S3 () S2 (9) S3 () Newly December 31,
2024 +) ) transfers to S2 (+) toS1 (+) toS3(+) to 51 (+) to S3(+) to S2 (+) approved (+) 2024

Stage 1 2,714,355 83,260 (592,989) 779,012 (235,266) 1,028,501 (36,274) 22,051 (488,832) 1,217,842 3,712,648
Stage 2 1,857,990 276,157 (411,445) (680,335) 235,266  (1,028,501) (325,957) 438,857 (858,227) 467,833 651,973
Stage 3 5,202,864 557,050 (966,916) (98,677) 36,274 (22,051) 325,957  (438,857) (4,457,238) 1,569,912 1,806,995
Total . ) ) ) i ) ) i .
transfers

Change* 3,671,600 906,311 500,889 (830,601) 985,119 (22,457) 697,519  (424,158) 4,577,911
Total 13,446,809 916,467 (1,971,350) 906,311 500,889 (830,601) 985,119 (22,457) 697,519 (424,158) (5,804,297) 3,255,587 10,749,527
in thousands of RSD Chandes within the Stage Transfers among Stades

Stage January 1, Increases Decreases Total S1(-) S2 () S1 () S3 () S2 (9) S3 () Newly December 31,

2023 +) () transfers to S2 (+) toS1 (+) toS3(+) to 51 (+) to S3(+) to S2 (+) approved (+) 2023

Stage 1 2,571,387 172,987 (724,525) 219,341 (325,942) 558,658 (46,008) 32,633 (432,623) 907,788 2,714,355
Stage 2 2,641,485 381,535 (935,469) (475,283) 325,942 (558,658) (416,621) 174,054 (602,086) 847,808 1,857,990
Stage 3 7,160,562 510,747  (2,773,651) 255,942 46,008 (32,633) 416,621  (174,054)  (1,103,680) 1,152,944 5,202,864
Total i i i i i i i i
transfers

Change* 1,774,722 1,896,878 521,192 (470,874) 440,656 (31,594) 1,595,175 (157,677) 3,671,600
Total 14,148,156 1,065,269 (4,433,645) 1,896,878 521,192 (470,874) 440,656 (31,594) 1,595,175 (157,677) (2,138,389) 2,908,540 13,446,809

(v) Other assets

in thousands of RSD Chandes within the Stage Transfers among Stages

January 1, Increases Decreases Total S1() S2(-) S1(-) S3 () S2(9) S3 () Newly December 31,

2024 (+) ) transfers to S2 (+) to S1 (+) toS3 (+) to S1 (4) to S3(+) to S2 (+) approved (+) 2024

Stage 1 6,396 2 (4,229) 607 (1) 42 (4) 570 (1) 200 2,975
Stage 2 1,487 144 (15) 797 1 (42) (32) 870 (103) 276 2,586
Stage 3 61,827 8,393 (10,033) (1,404) 4 (570) 32 (870) (49,523) 32,078 41,338
Total ) ) ) ) i ) ) i )
transfers
Change* 10,011 2,144 2 (19) 4 (570) 3,590 (863) 12,155
Total 79,721 8,539 (14,277) 2,144 2 (19) 4 (570) 3,590 (863) (49,627) 32,554 59,054

109 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOV”'[ and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Movements of the Impairment Allowance of Assets per Class of Assets and per Impairment Stage (continued)

(v) Other assets (continued)

in thousands of RSD Changes within the Stage Transfers among Stades

Stage Janvary 1, Increases Decreases Total S1(-) S2 () 51 (-) S3(9) S2 (-) S3 ()
2023 (+) () transfers to S2 (+) to S1 (+) toS3(+)  toS1(+) to S3(+) to 52 (+)

Stage 1 365 6,072 (4) (20) (16) - (4) -

Stage 2 1,032 43 (48) 526 16 - (39) 549

Stage 3 56,622 16,597 (2,642) (506) 4 - 39 (549)

Total i i i ) i i )

transfers

Change* 6,161 3,850 - - 4 - 4,394 (548)

Total 64,180 22,712 (2,694) 3,850 - - 4 - 4,394 (548)

. Newly
Exit () approved (+)
(18) 1
(212) 146
(36,614) 28,370
(36,844) 28,517

December 31,

2023
6,396
1,487

61,827

10,011
79,721

Movements of off-balance sheet exposures

in thousands of RSD Transfers among Stades

Chandes within the Stage

January 1, Increases Decreases Total S1() S2(-) 51 (-) S3(-) S2 (-) S3(-) Newly December 31,
2024 (+) (-) transfers to S2 (+) to S1 (+) to S3 (+) to S1 (+) to S3(+) to S2 (+) approved (+) 2024
Stage 1 214,540,508 14,283,892 (24,537,521) 9,183,441 (8,962,369) 18,117,799 (16,270) 44281 (80,050,914) 136,320,873 269,740,279
Stage 2 68,829,766 2,773,054 (4,713,106) (7,395,285) 9,421,285 (16,730,736) (110,227) 24,393  (32,186,716) 21,645,697 48,953,410
Stage 3 465,214 175 (183) 42,913 12,696 (79,476) 117,788 (8,095) (335,399) 162,227 334,947
f:;;'\frlnems (1,831,069) (458916) (1,387,063) 3574 35195  (7561)  (16,298)
Total 283,835,488 17,057,121 (29,250,810) - - - - - - - (112,573,029) 158,128,797 319,028,636
in thousands of RSD Chandes within the Stage Transfers among Stades
January 1, Increases Decreases Total S1() S2(-) 51 (-) S3(-) S2 (-) S3(-) Exit () Newly December 31,
2023 () ©) transfers t0 S2 (+) to S1 (+) to S3 (+) to S1 (+) to S3(+) to S2 (+) approved (+) 2023
Stage 1 181,287,432 10,420,760 (11,767,741) (17,492,793) (29,244,813) 11,984,285 (232,339) 74 (65,251,519) 117,344,369 214,540,508
Stage 2 43,276,780 2,426,331 (1,429,042) 21,410,554 29,593,675 (8,194,032) (1,388) 12,299 (23,406,537) 26,551,680 68,829,766
Stage 3 587,134 1,002 (57,979) 73,692 86,061 (55) 1,366 (13,680) (338,548) 199,913 465,214
rpjgg\jrlnents (3,991,453) (348,862)  (3,790,253) 146,278 (19) 22 1,381
Total 225,151,346 12,848,093 (13,254,762) - - - - - - - (88,996,604) 144,095,962 283,835,488

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Movements of provision for off-balance sheet exposures (continued)

in thousands of RSD Changes within the Stage Transfers among Stades

January 1, Increases Decreases Total S1(-) S2(-) 51 (-) S3(-) S2 (-) S3(-) Exit () Newly December 31,

2024 (+) ) transfers to S2 (+) to S1 (+) to S3 (+) toS1 (+) to S3(+) to S2 (+) approved (+) 2024

Stage 1 341,291 32,060 (51,725) 346,064 (16,866) 321,299 97) 41,728 (103,338) 201,186 765,538
Stage 2 334,482 52,529 (192,056) (304,786) 16,866 (321,299) (1,262) 909 (275,400) 335,274 (49,957)
Stage 3 174,802 267 (9,965) (41,278) 97 (41,728) 1,262 (909) (231,406) 101,596 (5,984)
Partial i i i i ) i i ) i
repayments
Change*® 687,349 (157,990) 124,942 (288,005) 5,454 (41,364) 41,708 (725) 529,359
Total 1,537,924 84,856 (253,746) (157,990) 124,942 (288,005) 5,454 (41,364) 41,708 (725) (610,144) 638,056 1,238,956
in thousands of RSD Changdes within the Stage Transfers among Stades

January 1, Increases Decreases Total S1(-) S2(-) 51 (-) S3(9) S2 (-) S3(-) Newly December 31,

2023 () ) transfers t0 S2 (+) to S1 (+) toS3(+)  toS1(+) to S3(+) to S2 (+) approved (+) 2023

Stage 1 406,425 16,627 (107,100) (26,448) (70,300) 44,741 (918) 29 (147,552) 199,339 341,291
Stage 2 156,583 120,223 (24,425) 33,183 70,300 (44,741) (117) 7,741 (218,549) 267,467 334,482
Stage 3 265,578 24,393 (32,716) (6,969) 918 (29) (117) (7,741) (203,950) 128,466 174,802
Total i i i i ) i i ) i
transfers
Change*® 314,231 373,118 380,639 (32,889) 32,180 (29) 621 (7,404) 687,349
Total 1,142,817 161,243 (164,241) 372,884 380,639 (32,889) 32,180 (29) 387 (7,404) (570,051) 595,272 1,537,924

In the migration overviews above, by position, the following are shown:

“Changes within the Stage” represent increases and decreases exposures for receivables that exist at the beginning and end of the period;

The part of the table “Transfers among Stages” shows the exposures with changed Stage at the end of the period compared to the beginning of the period;

In the “Exit” part of the table, fully repaid exposures are shown, i.e exposures that exist at the beginning of the period but do not exist at the end of the period;
The “Newly approved” category shows the exposures created during the period;

Change® means net re-measurement of loss allowances.

vV V. V VvV V
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Security Instruments - Collaterals

Credit risk is mitigated through adequate collateral management process. The purpose of acquiring all available col-
laterals, proper booking, assessment and monitoring is to minimize the risk as much as possible. Therefore, the Group
is especially dedicated to the management of collaterals in order to maintain the acceptable relationship between
the undertaken risk and the realistic rate of the collateral recovery, control and mitigation of risks related to quality,
concentration, or securitization of the receivables, maturity, currency, etc. Aiming at further enhancement of process-
es and systems with regards to credit risk mitigation, the Group set up a special organizational unit, whose activities
include collateral appraisal, process of collateral monitoring, accurate reporting, management of the relationships
with external associates (licensed certified valuers and appraisers, insurance companies and supervisors), prepara-
tions of expert opinions, internal appraisal reports and the overall legal and economic collateral assessment, im-
provement of data quality and statistical monitoring of collaterals.

The Group uses relevant policies and procedures for collateral management. The most significant collaterals accept-
ed and used by the Group for minimizing credit risk comprise:

> financial collaterals (cash deposits), allowed to be recognized in full amounts;

> payment guarantees issued by first-class banks and governments, allowed to be recognized at full amounts;

> mortdades on residential or commercial property, recognized up to 70% and 60%, respectively, of the appraised
value of the property; and

> securities issued by governments, central banks or institutions with adequate credit rating.

In the event that the currency of a security instrument differs from the currency of the loan for which it provides se-
curity, the value of the security instrument must be further reduced using a factor defined for every currency combi-
nation, as prescribed by the Group’s internal bylaws governing the process of credit risk mitigation.

UniCredit 2024 Annual Report and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken 112
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(b) Credit Risk (continued)
Security Instruments - Collaterals (continued)

Appraised fair values of collaterals securitizing the Group’s loans up to the credit risk exposure level as of Decem-
ber 31, are presented in the table below:

Loans and receivables .
Loans and receivables

due from banks and other Off-balance sheet assets
X e e . due from customers
financial institutions

in thousands of RSD 2024 2023 2024 2023 2024  2023|

Corporate clients, rating 10 - - 186,470 29,830 - -
Real estate - - 78,339 28,227 - -
Cash deposit - - - - - -
Guarantee - - 12,777 1,603 - -
Pledge - - 14,322 - - -
Other - - 81,032 - - -

Corporate clients, rating 9 - - - - - -

Real estate - - - - - -
Cash deposit - - - - - -
Guarantee - - - - - -
Pledge - - - - - -
Other - - - - - -
Corporate clients, - - 1,775,963 6,063,521 2,549 79,253
Real estate - - 980,500 5,108,591 - 31,497
Cash deposit - - 4,706 72,803 400 47756
Guarantee - - 91,725 229,296 - -
Pledge - - 334,115 652,831 2,149 -
Other - - 364,917 - - -
gg:fc“é;ge"ts’ >90 days ) - 664,891 478,558 - -
Real estate - - 464,919 446,256 - -
Cash deposit - - 637 630 - -
Guarantee - - 30,727 31,672 - -
Pledge - - - - - -
Other - - 168,608 - - -
Group-level impairment

allowance based on 292,538 294,589 138,801,373 120,178,361 20,956,547 21,294,837
collateral appraisal

Real estate - - 96,644,841 99,930,722 9,761,870 10,833,957
Cash deposit 292,413 293,989 3,053,351 2,830,307 6,243,061 5,581,018
Guarantee 125 600 16,515,215 14,980,087 4,859,444 4,810,639
Pledge - - 1,858,742 1,937,605 45,801 36,696
Other - - 20,729,224 499,640 46,371 32,527
Total 292,538 294,589 141,428,697 126,750,270 20,959,096 21,374,090
113 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOV”'[ and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(c) Market Risks

Market risks represent the possibility of adverse effects
on the financial performance and the Group’s capital due
to changes in the value of on-balance sheet and off-bal-
ance sheet items that arise from the fluctuations of mar-
ket prices. The market risks include foreign exchange risk
and price risks in respect of debt and equity securities.

The set-up system of limits for the Group’s exposure to
the market risks establishes threshold for the total ab-
sorption of economic capital as well as the acceptable
level of economic loss both for the activities carried out
through the trading book and for the overall business ac-
tivity of the Group in accordance with its risk- taking ca-
pacities.

One of the basic indicators for monitoring of the Group’s
exposure to the market risks during 2024 is:

> VaR (Value at Risk) — a potential loss of portfolio value
in one day with 99% confidence interval; VaR is calcu-
lated based on the historical simulation approach and
is monitored daily. The main risk factors that are cov-
ered by this calculation are: interest rate risk, credit
spread risk, foreign exchange risk, volatility and infla-
tion,

In addition to these basic indicators, when monitoring
and managing exposure to market risks, the Group also
uses some additional granular limits - aimed at prevent-
ing increased exposure within individual risk factors, as
well as in risk factors that are not sufficiently taken con-
sidered in VaR analyses. The most important of these in-
dicators are sensitivity analyses — BPV (Basis Point Value
Sensitivity) and CPV (Credit Point Value Sensitivity).

During 2024, the Group’s exposure to market risks was
within defined limits and in accordance with its risk- tak-
ing capacities.

UniCredit 2024 Annual Report and Accounts

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken
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Breakdown of VaR position of the trading portfolio:

At December

Thousands of RSD 31 Average Maximum  Minimum

200 |
Foreign exchange risk 1,948 10,954 25,731 1,846
Interest rate risk 40,907 321,445 595,365 18,827
Credit spread risk 58,272 194,329 362,202 13,588
Covariance (34,314) - - -
Total 66,813 331,879 599,615 22,519
Foreign exchandge risk 1,014 1,949 7,229 138
Interest rate risk 29,310 23,479 41,427 3,237
Credit spread risk 29,907 24,982 37,299 5,801
Covariance (26,465) - - -
Total 33,766 32,238 53,916 5,954

Retroactive testing (back-testing) of the VaR model is
monitored on a monthly basis and reported to the ALCO.

If the realized loss is higher than the loss shown by the
VVaR model, it is considered as overdraft. Retroactive test-
ing refers to the period of last 250 working days in rela-
tion to the date of observation.

Climate risk exposure is gradually introduced in Market
risk monitoring, currently only for information purposes.
The effect on which climate-related risks potentially af-
fect market risk is reflected in the change in fair value of
the Group’s positions due to volatility in market factors
(interest rates, exchange rates) caused by: transition risk
(due to more restrictive requlatory requirements to con-
trol the economy leading to global warming) and physi-
cal risk (due to the economic impact of increased emis-
sions).

There were no strategic changes relating to liquidity and
market risk management compared to 2023. Basic up-
dates in internal policies relate to the revision of existing
process roles and activities, updating of appropriate lim-
its for indicators and implementation of deposit mode-
ling without agreed maturity (from the point of view of
liquidity and interest rate risk).
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(c) Market Risks (continued)

Foreign Exchange (Currency) Risk

Foreign exchange (currency) risk is the risk of potential
negative effects on the Group’s performance and capital
due to fluctuations in the foreign currency exchange
rates.

The foreign currency risk ratio is the total open foreign
currency position relative to the Group’s capital, calculat-
ed in accordance with the relevant requlator’s decision on
the capital adequacy of banks. The Group is under obliga-
tion to maintain the ratio between assets and liabilities in
such a way that its total open foreign currency position at
the end of a working day must not exceed 20% of its
capital. The Financial Risk prepares a report on the
Group’s foreign exchangde risk position for the purposes of
NBS on an intraday basis (the report is sent at noon and
at 2 p.m.), as well as on daily and monthly bases.

The Group is exposed to the effects of exchange rate
fluctuations for major foreign currencies on its financial
position and cash flows. The Group’s management sets
limits for the risk exposure per foreign currencies and
constantly monitors whether balances (positions) in vari-
ous foreign currencies are within the prescribed limits.
Limits apply to all the relevant foreign currency products
within the Trading. They cover trading items as well as
selected strategic foreign currency of ALM & Funding. All
sensitivities that result from foreign currency balances
are limited by the general VaR limit set level, both at the
Group aggredate level and for the Trading and ALM &
Funding.

115
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In order to protect itself against the risk of fluctuations in
the foreign currency exchande rates, the Group executes
derivative contracts and loan contracts with a foreign
currency index clause.

The Group’s foreign currency risk management at the op-
erating level is the responsibility of the Trading

ordanizational structure within Client Risk Management
& Treasury.

Foreign exchange risk ratio is calculated as ratio between
the total Net open FX position and the Bank’s capital.

2024 2023

Foreign exchande risk ratio

- as at December 31 0.85 3.78
- maximum for the period — December* 433 438
- minimum for the period — December* 0.07 0.12

* The max and min ratios are provided for the Bank only.

UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(c) Market Risks (continued)
Foreign Exchange (Currency) Risk (continued)
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The Group’s net currency position as at December 31, 2024:

in thousands of RSD USD EUR CHF ksl RSD Total z

currencies =
Cash and balances held with the central bank 145,889 39,740,822 159,485 87,734 151,195,085 191,329,015 :_'-{
Receivables under derivative financial instruments - 1,647,794 - - 19,563 1,667,357 %
Securities 117009 19,990,882 ; . 82,760,631 102,868,522 =
Loans and receivables due from banks and other 18,307,076 16,336,500 49,814 503,822 36,810,700 72,007,912

financial institutions

Loans and receivables due from customers - 259,751,003 80,001 - 124,925,718 384,756,722 E
Recellvab.les under derivatives designated as risk i 427229 i i i 427229 %
hedging instruments s
Other assets 59,538 1,062,523 - - 2,139,206 3,261,267
Total assets 18,629,512 338,956,753 289,300 591,556 397,850,903 756,318,024
g
o}
Liabilities under derivative financial instruments - 1,693,591 - - 13,293 1,706,884 %
. . epeae Q
Deposits and other liabilities due to banks, 397671 135,704,297 381 - 32,578,235 168,680,584 e
other financial institutions and the central bank »
Deposits and other liabilities due to customers 17,829,982 201,095,006 4,540,662 1,157,751 239,159,394 463,782,795 8
L|ab|l.|t|e§ under derivatives designated as risk i 687148 i i i 687148
hedging instruments
Other liabilities 454,328 4,686,327 32,614 107,750 3,294,789 8,575,808 -
o
Total liabilities 18,681,981 343,866,369 4,573,657 1,265,501 275,045,711 643,433,219 3
E
. . e
Off-balance sheet financial instruments 48278 4296938 4,286,106 665,887  (9,291,027) 6,182 g
(FX swap, forward and spot) =1
Net currency position
as of December 31, 2024 (4,191) (612,678) 1,749 (8,058) 113,514,165 112,890,987
o
* Note: Assets and liabilities with a currency clause index are stated within currency to which they are indexed. r%
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(c) Market Risks (continued)
Foreign Exchange (Currency) Risk (continued)

The Group’s net currency position as at December 31, 2023:

in thousands of RSD usD EUR CHF Otljer RSD Total
currencies

Cash and balances held with the central bank 203,066 37,916,047 288,177 102,701 92,001,725 130,511,716

Receivables under derivative financial instruments - 2,049,563 - - 6,094 2,055,657

Securities - 18,750,155 - - 85,695,631 104,445,786

Loans and receivables due from banks and other
financial institutions

Loans and receivables due from customers - 242,141,830 102,530 - 102,225,347 344,469,707
Receivables under derivatives designated as risk

20,800,185 13,578,484 49,580 372,249 28,205,893 63,006,391

hedging instruments i 636,309 i i i 636,909
Other assets 9,267 533,736 - 1 1375497 1,918,501
Total assets 21,012,518 315,606,724 440,287 474,951 309,510,187 647,044,667
Liabilities under derivative financial instruments - 2,098,367 - - 20,775 2,119,142
Deposits and other liabilities due to banks, 416,148 124,936,758 280 4819 20,808,772 146,166,777

other financial institutions and the central bank
Deposits and other liabilities due to customers 15,574,859 175,289,217 4,555,947 1,120,358 193,195,023 389,735,404
Liabilities under derivatives designated as risk

hedding instruments i 734,550 i i ) 734,550
Other liabilities 445701 6,506,670 18,157 136,104  3,208905 10,315,537
Total liabilities 16,436,708 309,565,562 4,574,384 1,261,281 217,233,475 549,071,410
Off-balance sheet financial instruments (4613291) (8,065070) 4119213 831,675 7698114 (29,359)
(FX swap, forward and spot)

Net currency position (37,481) (2,023,908)  (14,884) 45,345 99974826 97,943,898

as of December 31, 20243

* Note: sredstva i obaveze sa valutnom klauzulom iskazane su u okviru pozicija valuta za koje su indeksirane.

Non-Financial Risks Strategy is stirring instrument for UniCredit Bank Serbia that represent the comprehensive structured approach
for risk reduction and minimization, prepared annually, with a set of actions defined, in order to prevent/mitigate the identified risks.

Non-Financial Risks Strategy is based on analysis done by Non-financial Risks function in cooperation with relevant process owners
(RCSA includin ICT/Cyber risk, TOR key risks, Scenario analysis, recorded operational risk losses etc) and on Group Non-Financial
Risks Strategy (Operational and Reputational) through specific relevant actions and deadlines defined by the Group Non-Financial
Risks function over the year.

The monitoring of implementation of identified non-financial risks mitigation actions is done on a quarterly basesis on Non Finan-
cial Risk Committee (NFRC).

(d) Operational Risks

Operational risk is the risk of possible adverse effects on financial result and capital of the Group caused by omissions (uninten-
tional and intentional) in employees’ work, inadequate internal procedures and processes, inadequate management of informa-
tion and other systems, as well as by unforeseeable external events. Operational risk includes legal risk and compliance risk while
strategic risks, business risks and reputational risks are different from operational risk. Operational events are those resulting from
inadequate or failed internal processes, personnel and systems or from systemic and other external events: internal or external
fraud, employment practices and workplace safety, clients claims, products distribution, fines and penalties due to regulation
breaches, damage to Company’s physical assets, business disruption and system failures, process management.

117 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOI't and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(e) Liquidity Risk

Liquidity risk is a risk of adverse effects on the Group’s financial performance and capital caused by the Group’s ina-
bility to settle its matured liabilities due to drawdown of the existing sources of financing, i.e., the Group’s inability to
obtain new sources of financing or difficult conversion of assets into liquid funds because of market disruptions. The
main abjective of the overall liquidity management of the Group is to maintain adequate liquidity and financing po-
sition, which will enable the Group to fulfil its payment obligations not only in reqular business, but in stressful cir-
cumstances as well.

The liquidity risk that the Group is faced with in everyday business may have different forms:

> Intraday liquidity risk — the liquidity risk during the day occurs when the Group is unable to meet its payment
obligations in a timely manner, both under normal and stress conditions;

> Short-term liquidity risk refers to a risk of mismatch between the amounts and/or the maturities of cash inflows
and outflows over a short period of time (up to one year);

> Market liquidity risk is a risk that the Group may face a significant loss of its liquid assets’ value whenever

> it is necessary to liquidate them through sales or repo transactions;

> Structural liquidity risk is defined as the inability to obtain the necessary funds to maintain an adequate relation-
ship between mid-term and long-term (over one year) assets and liabilities at reasonable price levels, in a stable
and sustainable manner, without affecting the daily operations or the financial position of the Group;

> The risk of unforeseen or stressful circumstances relates to future and unexpected obligations that could require
the Group to maintain higher liquidity than what is considered a sufficient amount for conducting regular busi-
ness operations;

> Financing concentration risk occurs when the Group uses a limited number of sources of financing, so that they
become such that a withdrawal of one or more of them could cause liquidity problems;

> Foreign currency liquidity risk (FX risk) arises from the current and projected liquidity mismatch between the cash
inflows and outflows in foreign currencies, or a different allocation of assets and liabilities in foreign currencies
within a time horizon.

Within the liquidity risk management, the Group addresses each of the above listed sources of liquidity risk through
the appropriately set up system of limits.

The limit system used in daily liquidity risk management ensures that the Group maintains liquidity and financing
position that is strong enough to bear the potential effects of unfavorable scenarios in which the above listed risks
can be materialized. The limit system for the Group is defined in the Risk Appetite Framework (RAF) as well as other
granular limits.

RAF defines the level of risk that the Group is willing to take in achieving its strategic goals and business plan, con-
sidering the interest of its shareholders, as well as capital and other regulatory and legal requirements. As such, RAF
is approved by the Supervisory Board, while the granular limits (or other form of limitation) are derived from RAF: their
approval and escalation process, however, includes other Group’s committees or functions that are set at a lower hi-
erarchy level in the Group’s ordanization.

Some of the main liquidity indicators included in RAF for 2024 were:

> the Bank’s liquidity ratio and narrow liquidity ratio;
> the liquidity coverade ratio (LCR) - consolidated; and
> the net stable funding ratio (NSFR).

During 2024, there was no breach of any of the defined limits.

UniCredit 2024 Annual Report and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken 118
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(e) Liquidity Risk (continued)

The Group’s liguidity ratio and narrow liquidity ratio

The liquidity ratio of the Group is the ratio of the sum of
level 1 and level 2 liquid receivables of the Bank and the
sum of liabilities payable on demand or with no agreed
maturity and liabilities falling due within a month from
the date of liquidity ratio calculation.

In the context of this report, based on Decision of NBS on
Liquidity Risk Management by Banks, Level 1 liquid re-
ceivables are: cash and balances with Central Bank, bal-
ances on the accounts with banks that have been rated
at least BBB in the Standard & Poor’s or Fitch-IBCA rating
or at least Baa3 in the Moody's rating and Securities port-
folio. Level 2 are other receivables due within a month
after the liquidity ratio was calculated.

The Group is obliged to maintain the level of liquidity so
that:

> at least 1.0 — when calculated as an average of all
working days in a month;

> not below 0.9 — for over three consecutive working
days; and

> at least 0.8 — when calculated for one working day.

The narrow liquidity ratio is the ratio of level 1 liquid re-
ceivables of a Bank and the sum of liabilities payable on
demand or with no agreed maturity and liabilities falling
due within a month from the date of liquidity ratio calcu-
lation.

The Group is obliged to maintain the level of liquidity so
that narrow liquidity ratio is:

> at least 0.7 — when calculated as an average of all
working days in a month;

> not below 0.6 — for over three consecutive working
days; and

> at least 0.5 — when calculated for one working day.

The Group is under obligation to report to the NBS if the
liquidity ratios are non-compliant with the prescribed pa-
rameters for two consecutive working days and must do
so on the next working day. If the Group determines a
critically low liquidity ratio, it must report this to the NBS
at the latest by the next working day. Such a report
should contain information on the amount of shortfall
liquid assets, on the reasons for the lack of liquidity and
on the activities planned for resolving the causes of illi-
quidity.
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Financial Risk prepares a report on daily liquidity for the
National Bank of Serbia daily.

Realized values of the liquidity and narrow liquidity ratios
during 2024 and 2023:

The Bank’s liquidity ratio

- as at 31 December 2.24 2.29
- averade for the period — December 2.18 2.24
- maximum for the period — December 2.38 2.34
- minimum for the period — December 2.03 2.15
| 2024 2023
The narrow liquidity ratio
- as at 31 December 162 1.70
- averadge for the period — December 1.35 1.38
- maximum for the period — December 1.62 1.70
- minimum for the period — December 1.02 1.20

Liquidity Coverage Ratio (LCR)

This indicator represents the ratio of the Group’s high
quality liquid assets (liquidity buffer) to the net outflows
of its liquid assets that would occur during the next 30
days from this indicator calculation date under the as-
sumed stress conditions. This ratio is calculated monthly
for the Bank and twice annually for at the Group’s consol-
idation level. The Group is required to maintain the liquid-
ity coverage ratio observing the total in all currencies at a
level not lower than 100%.

The Group’s realized LCR values indicate a high level of
liquidity maintained during 2024 and 2023:

in thousands of RSD

As at December 31
Liquidity buffer

Net outflows of liquid assets
LCR

2024 2023

247,841,765 185,698,171
148,547,904 112,732,451
167% 165%

Net Stable Funding Ratio (NSFR)

This ratio is calculated based on UniCredit Group’s meth-
odology, due to the fact that there was no regulatory re-
guirements in Republic Serbia up to June 2024, since then
NBS methodology has been implemented. This ratio is
calculated monthly for the Bank and twice annually for at
the Group’s consolidation level. During 2024, Group was
in the targeted range which was defined in RAF process.

UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(e) Liquidity Risk (continued)

The liquidity risk management system also defines spe-
cific limits that ensure that the liquidity reserves are high
enough to cover even the intense stress periods. The Li-
quidity risk stress test is carried out on a monthly basis
and is based on the scenario analyses. If necessary, fre-
guency of stress testing can be increased to weekly basis.
The objective of the scenario analysis is testing of the
Group'’s ability to continue its business activities while
facing a stressful event.

Three basic scenarios are analyzed:

> Market scenario (stressful circumstances caused by
market events);

> The name crisis (stressful circumstances caused by
unfavorable news in the media or events related to
the Group); and

> Combined scenario (combination of the above two
scenarios).

Given the banking turmoil and financial distress of Silicon
Valley Bank (SVB) and First Republic Bank in US and of
Credit Suisse in Europe, UniCredit Group has introduced a
new ad hoc scenario in the liquidity stress test, called
Extreme scenario, on top of our reqular scenarios. Com-
pared to the combined scenario, the main changes in the
extreme scenario are in the positions of financial and in-
terbank deposits, which have a full run-off profile. Ex-
treme scenario is not applied on consolidated level, but
only considering Bank positions.

To ensure timely and adequate actions in cases of in-
creased liquidity risk, the Group has adopted the Business
Continuity Plan, which is tested on an annual basis and
which:

> Precisely defines procedures for early detection of the
Group’s liquidity problems, including a list of early
warning indicators;

> Clearly defines activities, obligations and responsibili-
ties in liquidity crisis management; and

> Precisely defines the manner of accessing available or
potential sources of liquidity, as well as procedures for
securing access to supplementary sources of financ-
ing, or sources that are not used in regular business.

UniCredit 2024 Annual Report and Accounts
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The effect on which climate-related risks potentially af-
fect Group liquidity risk. it can occur through transitional
risk (increased liquidity needs in high-CARBON compa-
nies that have difficulty adapting to a carbon neutral
economy) and physical risk (increased need for ‘I’ liquidity
due to severe weather events).

Contingency liquidity or capital policy was not activated
(nor was there a need for it). With a stable and adequate
liquidity potential, the Group has not experienced an out-
flow of retail and corporate deposits, nor restrictions on
the money market due to the reduction of limits by other
financial institutions. Early warning indicators EWI indica-
tors, both for the Group and the market, are set at an
appropriate distance from the RAF or the level of requla-
tory limits, leaving time for the Group to respond in a
timely manner during potential or actual crises.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(e) Liquidity Risk (continued)

The following table provides breakdown of relevant maturity groups of the Group’s financial assets and liabilities as

of December 31, 2024:

in thousands of RSD Upto Fromlto3 From3tol2 From1lto5
1 month months months years

Assets
Ess?raal”g;r’]i[ances heldwiththe 191 320,015 - - . - 191,329,015
Receivables under derivative
financial instruments i i 1,667,357 i i 1,667,357
Securities - - 3,566,818 51,264,737 48,036,967 102,868,522
Loans and receivables due
from banks and other financial 69,784,148 29,669 713,432 1,480,663 - 72,007,912
institutions
tﬁi?jﬂfgi receivables due from 23485126 19,988,837 106,559,676 191,905,187 42,817,896 384,756,722
Receivables under derivatives
designated as risk hedging - - 427,229 - - 427,229
instruments
Other assets 2,447,527 - 813,740 - - 3,261,267
Total assets 287,045,816 20,018,506 113,748,252 244,650,587 90,854,863 756,318,024
Liabilities
iLrl]E;i):B:;e;nLthder derivative financial i i 1,706,884 i i 1,706,884
Deposits and other liabilities due to
banks, other financial institutions 55,361,952 38,300,131 21917311 47498,413 5,602,777 168,680,584
and the central bank
?fi‘;ﬁzrznd other liabilities due to 369140777 38867092 43,601,663 11,331,495 841,768 463,782,795
Liabilities under derivatives
designated as risk hedging - - 687,148 - - 687,148
instruments
Other liabilities 7,152,200 75,506 580,182 687,258 80,662 8,575,808
Total liabilities 431,654,929 77,242,729 68,493,188 59,517,166 6,525,207 643,433,219
Off-balance sheet items 6,872,867 2,304,791 6,808,528 - - 15,986,186
Net liquidity gap

(151,481,980) (59,529,014) 38,446,536 185,133,421 84,329,656 96,898,619

as at December 31, 2024

In the analysis of liquidity risk, the Group also takes into account off-balance sheet positions. Using the historical analysis of the time series and the appli-
cation of the VAR model with a 95% confidence interval, the percentages of potential outflows that can be expected up to 1 month, up to 3 months and
up to 1 year cumulatively were calculated. The percentages calculated in this way are applied to the following off- balance sheet positions: revocable and
irrevocable credit lines, guarantees and credit cards, and the calculated potential outflows are included in the liquidity risk analysis.

The structure of asset and liability maturities as at December 31, 2024 is indicative of maturity mismatch between the outstanding maturities of assets
and those of liabilities in the time buckets, with marked nedative mismatch in the buckets of up to a month and from 1 to 3 months. The maturity mismat-
ch in the basket of up to one month was primarily due to the maturity structure of deposits, i.e. the significant share of demand deposits in the Group’s
total deposits. This nedative dap increased compared to December 31, 2023, bearing in mind that with the increase in interest rates, a certain amount of
demand deposits was redirected to time deposits in accordance with the increase in interest rates, which caused a negative term default in the basket from
1 to 3 months. Based on historical data and experience, a significant portion of demand deposits may be considered a long-term source of financing given
their stability, growth rate and withdrawal rate. At the same time, we underline that the Group is in possession of liquid instruments, i.e., securities and
other liquidity reserves, that can be pledged with the National Bank of Serbia at any time, or sold on a secondary market, and has at its disposal funds from
the parent bank (in line with funding plan) and international financial institutions in accordance with the adopted financing plan for the current year, all of
which can be used to cover potential outflows of funds at any time, even in the stress scenarios. The stress scenario analyses are performed and analyzed
by the relevant Group’s units and teams on an ongoing basis.

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(e) Liquidity Risk (continued)

The following table provides breakdown of relevant maturity groups of the Group’s financial assets and liabilities as

of December 31, 2023:

in thousands of RSD

Assets

Cash and balances held with the
central bank

Receivables under derivative
financial instruments
Securities

Loans and receivables due

from banks and other financial
institutions

Loans and receivables due from
customers

Receivables under derivatives
designated as risk hedging
instruments

Other assets
Total assets

Liabilities

Liabilities under derivative financial
instruments

Deposits and other liabilities due to
banks, other financial institutions
and the central bank

Deposits and other liabilities due to
customers

Liabilities under derivatives
designated as risk hedging
instruments

Other liabilities
Total liabilities
Off-balance sheet items

Net liquidity gap
as at December 31, 2023

UniCredit 2024 Annual Report and Accounts

Up to

1 month

From1lto3
months

From 3 to 12

months

From1lto5
years

130,511,716 - - - - 130,511,716
- - 2,055,657 2,055,657

2,767,554 - 71367819 1370346 28,940,067 104445786
63,455,102 337,441 (620,425) (174,190) 8,463 63,006,391
29,852,095 20,016,829 87,223,187 113,898432 93,479,164 344,469,707

- - 636,909 - - 636,909

1,548,717 - 369,784 - - 1,918,501
228,135,184 20,354,270 161,032,931 115,094,588 122,427,694 647,044,667
- - 2,119,142 - - 2,119,142

21,282,132 8,938,059 69,228,458 28,622,697  18,095431 146,166,777
306,648,764 4,779,323 50,740,688 21,449,322 6,117,307 389,735,404
- - 734,550 - - 734,550

7,277,783 73932 1,923,821 921,290 118,711 10,315,537
335,208,679 13,791,314 124,746,659 50,993,309 24,331,449 549,071,410
5972394 2,070,959 5,194,941 - - 13,238,294
(113,045,889) 4,491,997 31,091,331 64,101,279 98,096,245 84,734,963

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued
(e) Liquidity Risk (continued)

The following table provides breakdown of relevant maturity groups of the derivative financial instruments for liquidity
risk monitoring purposes:

Up to From1lto3 From3to1l2 From1to5 Over

in thousands of RSD Total
1 month months months years 5 years

FX derivative financial instruments — receive side 56,342,955 443,152 572,048 - - 57,358,155

FX derivative financial instruments — pay side 56,342,575 441,598 564,994 - - 57,349,167

Net maturity gap as at December 31, 2024 380 1,554 7,054 - - (28,106)

in thousands of RSD Up to From1lto3 From3to1l2 From1to5 Over Total
1 month months months years 5 years

FX derivative financial instruments — receive side 24,855,011 - 1,274,008 - - 26,129,019

FX derivative financial instruments — pay side 24,887,139 - 1,269,986 - - 26,157,125

Net maturity gap as at December 31, 2023 (32,128) - 4,022 - - (28,106)

The maturity structure of FX derivative financial instruments which is relevant from the aspect of monitoring and
managing liquidity risk does not indicate a significant existence of maturity mismatch of the remaining maturity period
by time baskets. FX derivative financial instruments are included in all indicators used to monitor both short-term and
structural liquidity, thus ensuring adequate management of potential liquidity risk that may arise from these positions.

Structural FX Gap

Structural FX Gap is calculated as the difference between the liabilities over 1 year in a specific foreign currency and the
assets over 1 year on the same currency, mapped according to the criteria for calculation of the Structural Liquidity Gap.
Behavioral models on non-maturing deposits were also considered which led to revision of trigger due to chande of the
maturity profile on liability side.

in thousands of RSD 2024 2023

EUR FX Gap >1Y

Liabilities in time baskets >1Y 166,378,790 164,196,103

Receivables in time baskets >1Y 208,213,944 187,913,625

Trigger (max) (51,486,556)  (49,915,996)

FX Gap (41,835,154) (23,717,522)

in thousands of RSD | 2024 2023
Other FX Gap >1Y

Liabilities in time baskets >1Y - -

Receivables in time baskets >1Y 1,420,202 96,946

Trigger (max) (2,340,298) (585,869)

FX Gap (1,420,202) (96,946)

The trigger on Structural FX Gap is intended to reduce the imbalance between the structural funding and assets over 1
year in a specific currency, and it is defined as maximum allowed nedative difference.

123 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOV”'[ and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(f) Compliance Risks

Compliance risk represents a possibility of adverse ef-
fects on the Group’s financial performance and capital
due to the failure of the Group to align its operations with
the effective laws and redulations, professional stand-
ards, procedures for prevention of money laundering and
terrorist financing and other procedures, best business
practices, business ethics and the Group’s internal bylaws
and other enactments governing banking operations. It
particularly relates to the risk of requlatory sanctions, the
risk of financial losses and reputational risk. The Group
has organized a special organizational unit whose com-
petence covers compliance review.

The primary task of the Compliance is to identify and as-
sess the Group’s compliance risk and report thereon to
the Management Board and Audit Committee and, as ap-
propriate, the Supervisory Board and to propose plans on
management of the main compliance risks. The Compli-
ance assess risks in accordance with the adopted Meth-
odology and Annual Activity Plan.

Moreover, the Group’s compliance function supports oth-
er organizational units of the Group in defining proce-
dures, introducing new products or modifying the exist-
ing ones, in implementation of the laws and bylaws,
rules, standards and the Group’s internal bylaws and en-
actments specifically governing the following areas: pre-
vention of money laundering and terrorist financing, fi-
nancial sanctions, banking secrets, protection of personal
data, insider information and market abuse, professional
market conduct standards, conflict of interests, corrup-
tion, loansharking, professional conduct with clients and
provision of adequate advice to clients in accordance
with the Code of Conduct and Ethical Principles, applica-
tion of standards on the protection of financial service
users and transparency in behavior, protection of compe-
tition and other requlatory areas in accordance with the
rules of UniCredit Group and the adopted program for the
Group'’s compliance function.

(g) The Risk of Money Laundering and Terrorist
Financing

The risk of money laundering and terrorist financing is a
risk of possible adverse effects on the Group’s financial

UniCredit 2024 Annual Report and Accounts
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performance, capital or reputation due to the use of the
Group for money laundering and/or terrorist financing.

The risk of money laundering and terrorist financing aris-
es particularly as a result of the failure of the Group to
align its business operations with the effective legisla-
tion, regulations and internal bylaws governing preven-
tion of money laundering and terrorist financing, or as a
result of mutual non-alignment of the Group’s internal
bylaws governing this matter.

The Group has in place policies and procedures for identi-
fication, measurement, assessment and management of
the risk of money laundering and terrorist financing. The
Group protects itself from this risk by means of an inter-
nal control system in place in its organizational units,
timely information and training and education as well as
testing of its employees, which is a key factor in the man-
agement of the risk of money laundering and terrorist fi-
nancing.

Within the Compliance a separate organizational unit has
been formed — Anti Financial Crime Compliance — to take
care of the improvement and continuous implementa-
tion of the policies and procedures for managing the risk
of money laundering and terrorist financing. The Group
has provided the staff of the Anti-Financial Crime Compli-
ance with appropriate HR, material, technical, IT and oth-
er resources for work as well as with ongoing professional
education and trainings.

(h) Strategic Risks/Business Risk

Strategic/Business risk is the risk of negative effects on
financial result or Group’s capital coming from lack of ad-
equate policies and strategies or inadequate implementa-
tion of existing strategies and policies, as well as the risk
coming from changes in the environment in which Group
operates or lack of adequate reaction on these changes. It
is defined as a measure of distance in the future earnings
of the bank and the expected ones. For calculating the
internal capital for strategic/business risk, the Group uses
Group tool called Pillar Il system which, for calculating this
internal capital, is based on simulations of ARIMA model
for which it uses quarterly series of net interest income,
net fees and commissions and operating expenses from
P&L statement. Strategic/Business risk is further elaborat-
ed in business rule PP455 Methodology for Credit and oth-
er Pillar 2 risks Economic Capital models.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(h) Strategic Risks/Business Risk (continued)

Strategic/Business risk management is the responsibility
of every employee of the Group within the risk manage-
ment system, along with the most important role of Su-
pervisory Board of the Bank which is responsible for risk
management system establishing, as well as the Manage-
ment Board. The Group’s corporate bodies carry out,
among other things, the monitoring of strategic/business
risk through establishing and monitoring of the annual
budget, as well as the multi-year strategic plan, which is
monitored at least quarterly. In that way corporate bodies
are in a situation to respond to all changes in the environ-
ment in which the Group operates. The Group’s manage-
ment reporting system, established in all business seg-
ments, provides an adequate and timely set of information
needed for the Group’s decision-making process in order
to respond to business changes.

Organizational structure of the Group, established by rele-
vant governance bodies, is defined to ensure adequate
resources involved in preparation and implementation of
risk policies and stratedies, as well as methodologies,
guidelines, working instructions and other documents.
The Group continually monitors, assesses and updates
relevant internal regulations and improves processes in
order to actively manage changes in the business environ-
ment and mitigate their influence on Group’s financial re-
sult and capital.

Besides quantification of this risk through Pillar 2 system
and monitoring of evolution of economic capital, an im-
portant element in the management of strategic/busi-
ness risk is the Group’s internal control system which pro-
vides continuous monitoring of the risks to which the
Group is exposed, or which may be exposed in its busi-
ness. This system ensures implementation of appropriate
policies and strategies in practice and elimination of pos-
sible shortcomings, by which strategic risk to which the
Group is exposed is additionally monitored and manaded.

(i) Reputational Risk

Reputational Risk is defined as the current or prospective
risk to earnings and capital arising from the adverse per-
ception of the image of the financial institution on the
part of customers, counterparties (including also
debt-holders, market analysts, and other relevant par-
ties), shareholders/investors, requlators or employees.
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Reputational Risk is a secondary risk denerated as a
“knock-on effect” from risk categories, such as credit,
market, operational and liquidity risks and all others risks
types (e.g. business risk, strategy risk), but also as an ef-
fect of the client’s business in one of the sensitive indus-
tries from aspect of ESG standards (coal, oil and gas, min-
ing, defense and armaments, water infrastructure,
nuclear industry).

Reputational risk evaluation of clients / initiatives / trans-
actions / projects / and other topics for which there is an
identification of potential high reputational risk is per-
formed within the Committee on Non-Financial Risks
(NFRC) - Reputation Risk Sub-committee.

(j) Interest Rate Risk in the Banking Book

Interest rate risk is defined as a possibility of adverse ef-
fects on the Group’s financial performance and equity

per items in the Group’s banking book due to changes in
interest rates.

The Group’s exposure to the interest rate risk is consid-
ered from two perspectives:

> Impact on the economic value - when chandes in in-
terest rates affect the basic value of assets. liabilities
and off-balance sheet instruments, because the eco-
nomic value of future cash flows changes (and in
some cases. The cash flows themselves); and

> Impact on the financial result - when changes in inter-
est rates affect earnings by changing the net interest
income.

The system of limits for measuring exposure to the inter-
est rate risk is used for monitoring potential changes in
the economic value (EV) and changes in the expected net
interest income (NII) or profit, addressing all the material
sources of risk, in particular:

> Repricing risk - arises from the structure of the bank-
ing book and relates to timing mismatch in the matu-
rity and repricing period of assets and liabilities;

> Yield curve risk - arising from changes in the yield
curve shape and or slope;

> Basis risk to which the Group is exposed due to differ-
ent reference interest rates applicable to the inter-
est-sensitive items with similar characteristics in
terms of maturity or repricing; and

UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(j) Interest Rate Risk in the Banking Book (continued)

> QOptionality risk to which the Group is exposed due to
embedded options in relation to interest rate- sensi-
tive positions (loans with the option of early repay-
ment, deposits with the option of early withdrawal).

The Group has implemented the framework of interest
rate risk scenarios that address all the aforesaid sources
of interest rate risk and, depending on the strength of the
assumptions used, those can be divided into two basic
groups:

> regular business scenarios, and
> stress test scenarios.

The scenarios vary depending on the specific risk genera-
tor, whose parameters are changed or stressed:

> assumptions of stress on interest rates (parallel,
non-parallel changes in interest rates);

> assumptions of stress on the balance sheet (dynamic
balance sheet, constant balance sheet);

> single-factor analysis; and

> multifactor analysis.

The effects of all scenarios are analyzed from the view-
point of the change in the economic value and net inter-
est income.

Interest rate risk scenarios included in RAF 2024:

> Economic value (EV) sensitivity; and
> Sensitivity of net interest income (NII).

One of the tasks of the Group’s ALM & Funding is to es-
tablish procedures for the Group to comply with the de-
fined limits for the interest rate risk. This is accomplished
through activities in the financial markets (through inter-
bank transactions, securities transactions) conducted in
cooperation with the Client Risk Management & Treasury
as well as other ALM & Funding activities used to manage
interest gaps for protection against the interest rate risk,
in line with the Group’s preferred risk profile.

At the same time, those organizational units are involved
in the management of the Group’s investment portfolio,
which, together with the approved instruments, enables
the achievement of a strategic position that ensures sta-
bility of interest income from the banking book. For pro-
tection against the interest rate risk, Group undertake

®NGOs nevladine organizacije
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hedding transactions to hedge certain portfolios or trans-
actions.

An analysis of the Group’s sensitivity (EV loss or gain)
coming from parallel shifts of 200 bps on market interest
rates in respect of the positions in the banking book (EV),
assuming no asymmetric trends in yield curves, is pre-
sented as follows:

Parallel increase of Parallel decrease of

in thousands of RSD 200 bp 200 bp
As at December 31 (3,269,395) 3,470,910
Averade for the year (2,672,839) 2,659,806
Maximum for the year (2,186,923) 3,470,910
Minimum for the year (3,269,395) 2,129,080
As at December 31 (2,295,961) 2,361,549
Average for the year (1,826,735) 1,912,037
Maximum for the year (252,496) 3,029,295
Minimum for the year (2,684,186) (174,185)
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(j) Interest Rate Risk in the Banking Book (continued)

The Group’s exposure to interest rate changes as at December 31, 2024 is presented for the entire interest-bearing portion of the statement of the

financial position:

. Carrying Up to From1to3 From 3 months From 1 to Over Non-interest
in thousands of RSD :
amount 1 month months to 1 year 5 years 5 years bearing

Cash and balances held with the central bank 191,329,015 93,839,825 - - - - 97,489,190
Receivables under derivative financial instruments 1,667,357 - - - - - 1,667,357
Securities 102,868,522 4,851,441 14,574 3,566,093 54,375,285 40,061,129 -
oans and receivables due from banks and other 72007912 69,784,320 276,383 312,304 1,592,753 . 42,152
financial institutions

Loans and receivables due from customers 384,756,722 33,410,849 155,974,242 99,730,512 60,821,197 32,206,199 2,613,723
Rec9|.vab.les under derivatives designated as risk 427229 i ) i ) i 427,229
hedging instruments

Other assets 3,261,267 - - - - - 3,261,267
Total assets 756,318,024 201,886,435 156,265,199 103,608,909 116,789,235 72,267,328 105,500,918
Liabilities under derivative financial instruments 1,706,884 - - - - - 1,706,884
Deposits and other liabilities due to banks, other 168,680,584 31,236,759 29,338,412 49,313,034 51,300,147 - 7.492,232
financial institutions and the central bank

Deposits and other liabilities due to customers 463,782,795 89,460,248 52,504,392 38,397,272 7,475,761 1,051,519 274,893,603
.L|ab|L|t|es under derivatives designated as risk hedging 687148 i ) i ) i 687148
instruments

Other liabilities 8,575,808 - - - - - 8,575,808
Total liabilities 643,433,219 120,697,007 81,842,804 87,710,306 58,775,908 1,051,519 293,355,675
Net interest rate risk exposure

at December 31, 2024 112,884,805 81,189,428 74,422,395 15,898,603 58,013,327 71,215,809 (187,854,757)
UniCredit 2024 Annual REDOI't and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken 127

to produce a translation that is as faithful as possible to the original. However, if any questions arise related to

interpretation of the information contained in the translation, the Serbian version of the document shall prevail.

M3INBY 215818115

2
5
o
S
(),
=
A
o
<t
o
H

MBIASY D53

110day paiepljosuo)

1ioday Auedwo)

18UI0



Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(j) Interest Rate Risk in the Banking Book (continued)

The Group’s exposure to interest rate changes as at December 31, 2023 is presented for the entire interest-bearing portion of the statement of the
financial position:

. Carrying Up to From1to3 From 3 months From 1 to Over Non-interest
in thousands of RSD .
amount 1 month months to 1 year 5 years 5 years bearing
Cash and balances held with the central bank 130,511,716 40,327,414 - - - - 90,184,302
Receivables under derivative financial instruments 2,055,657 - - - - 2,055,657
Securities 104,445,786 5,227,861 13,467 1,370,346 70,619,660 27,214,452 -

Loans and receivables due from banks and other
financial institutions

Loans and receivables due from customers 344,469,707 39,638,361 157,165,921 82,450,453 42,057,489 20,239,850 2,917,633

63,006,391 61,869,584 292,723 296,425 927 - 546,732

Receivables under derivatives designated as risk

hedging instruments 636,909 i i i i i 636,909
Other assets 1,918,501 - - - - - 1,918,501
Total assets 647,044,667 147,063,220 157,472,111 84,117,224 112,678,076 47,454,302 98,259,734
Liabilities under derivative financial instruments 2,119,142 - - - - - 2,119,142
Deposits and other liabilities due to banks, other 146,166,777 14,041,801 72,953,474 40,793,211 9,238,385 : 9,139,906
financial institutions and the central bank

Deposits and other liabilities due to customers 389,735,404 42,335,861 30,877,233 33,376,473 15,004,404 2,601,264 265,540,169
!_lab|l|t|es under derivatives designated as risk hedging 734550 i ) i ) i 734550
instruments

Other liabilities 10,315,537 - - - - - 10,315,537
Total liabilities 549,071,410 56,377,662 103,830,707 74,169,684 24,242,789 2,601,264 287,849,304
:ftDL"cZer:‘e;:rrgie ;';';:"msure 97,973,257 90,685,558 53,641,404 9,947,540 88,435,287 44,853,038  (189,589,570)
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(j) Interest Rate Risk in the Banking Book (continued)

An analysis of the interest rate gap sensitivity to an inter-
est rate increase/decrease, assuming a parallel change in
the vield curve and static banking book is shown in the
table below:

December 31,2024 December 31,2023

The effect of a parallel The effect of a parallel
change in the interest change in the interest

rate by 1 bp rate by 1 bp
RSD (22,688) (22,439)
EUR 6,615 10,771
usb 128 223
GBP 2 3
CHF (4) (20)
Other currencies - -
Total effect* 29,437 33,456

* The total effect is equal to the sum of the absolute
values by currencies.

Exposure based on the sensitivity analysis of the inter-
est rate gap during 2024 was within the defined limits.

(k) Model Risk

The model risk pertains to potential errors in modeling
for the main types of risks the Group is exposed to
(credit risk, market risks, operational risk, strategic/busi-
ness and reputational risk), such as inadequate model-
ling methodology, improper model application, lacking
parameters and inputs.

Model risk analysis is based on the assessment of the
risk model components arising from various types of
risks. In order to ensure adequate model risk manage-
ment and define and implement measures for risk mit-
igation in this area, the Group applies and regularly
evaluates an appropriate set of internal bylaws.

(1) Climate and environmental risk

At the group level, UniCredit strategically manages cli-
mate change risks by integrating transition risk, physi-
cal risk, and reputational risk into the credit process,
while simultaneously implementing Net Zero targets as
part of its long-term strategies. The Group focuses on
aligning its financial and operational activities with sus-

UniCredit 2024 Annual Report and Accounts
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tainability challenges, while also supporting clients in
their transition processes. The Group’s defined strate-
gies are published within the publicly available docu-
ment — the Integrated Sustainability Report Sustainabil-
ity Reporting — UniCredit.

Transition risk has been incorporated into the credit pro-
cess, requiring local credit procedures to be adjusted in
alignment with the UniCredit Group’s strategy. Conse-
quently, an adapted evaluation and monitoring system
for client financing was introduced, categorizing clients
into two groups: Group A - key competence clients, with
credit process changes launched in October 2024, and
Group B - other corporate clients, with changes effec-
tive from January 2025. Depending on the client’s group,
transition risk can be assessed through the C&E Ques-
tionnaire (Palantir), a simplified version of the question-
naire (Excel file), or pre-existing external database infor-
mation (CERVED). As part of the modified credit process,
the transition risk will determine which products can be
offered to the client.

To achieve alignment with Net Zero targets, primarily
defined at the group level and subsequently cascaded
to local levels, particular attention has been given to
clients in Net Zero-relevant industries with significant
greenhouse gas emissions (Oil & Gas, Power Generation,
Automotive). Clients in these industries are classified
based on their Net Zero score: Leaders, Aligning, or Lag-
gards. This classification shapes the business strategy
toward each client and determines the approach to fi-
nancing their energy transition.

These changes in the local credit process have been en-
hanced by the implementation of Group IT tools, devel-
oped to enable detailed risk analysis, greenhouse das
emissions assessments, and robust support in deci-
sion-making related to financing energy transition and
decarbonization projects. In addition to technical ad-
vancements, particular emphasis has been placed on
employee training to ensure readiness for the applica-
tion of new standards and procedures within the credit
process.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(m) Capital Management

As the Group’s requlator, the NBS defines the method of
calculating capital and capital adequacy based on Basel
[l Requlatory Framework. The regulatory capital, capital
adequacy ratios and calculation of risk-weighted assets
are defined by the Decision on Capital Adequacy of
Banks, including all amendments, effective as from
June 30. 2017 (the “Decision”). The Group monitors its
capital adequacy ratio on a quarterly basis using the
standardized approach.

The Group is required to calculate the following capital
adequacy ratios:

1. the Common Equity Tier 1 capital ratio (CET 1 ratio)
represents the common equity tier 1 capital relative
to the risk-weighted assets, expressed as percent-
age. The minimum CET 1 ratio defined by the Deci-
sion is 4.5%;

2. theTier 1 capital ratio (T1 ratio) is the core capital
adequacy ratio, representing the core capital rela-
tive to the risk-weighted assets, expressed as per-
centage. The minimum T1 ratio defined by the Deci-
sion is 6%;

3. the total capital adequacy ratio (CAR) represents
the capital relative to the risk-weighted assets, ex-
pressed as percentage. The minimum CAR defined
by the Decision is 8%.

The Group is required to maintain its core capital in RSD
equivalent amount of EUR 10,000,000 at all times, us-
ing the official middle exchange rate of NBS effective as
at the calculation date. In addition, the Group is required
to maintain at all times its capital in the amount neces-
sary for coverage of all risks the Group is or may be ex-
posed to in its operations, yet no less than the amount
required to maintain the minimum capital adequacy
ratios or increased capital adequacy ratios — in case NBS
orders the Group to achieve and maintain capital ade-
quacy ratios higher than the prescribed ones.

In 2024, the NBS maintained capital adequacy ratios
higher than prescribed.

The Group’s capital is the sum of the core capital (Tier
1) and supplementary capital (Tier 2). The core capital
is the sum of the common equity Tier 1 capital (CET1)
and additional Tier 1 capital (AT1).

UniCredit 2024 Annual Report and Accounts
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The common equity Tier 1 capital is the sum of the fol-
lowing items adjusted for the requlatory adjustments
less deductible items:

> shares and other equity instruments;

> relevant share premium with the common equity
Tier 1 instruments;

the profit;

revaluation reserves and other unrealized gains;
reserves from profit and other reserves;

reserve funds for general banking risks.

vV V VvV V

Regulatory adjustments — When calculating the value
of its capital components, the Group is bound to ex-
clude from any capital component any increase in equi-
ty determined under IFRS/IAS resulting from securitiza-
tion of exposures. Since the Republic of Serbia has no
regulations enacted to govern this area, the said regula-
tory adjustment is not applicable.

The Group does not include in its capital the following:

> fair value reserves relating to gains or losses in cash
flow hedging instruments for financial instruments
measured at other than fair value, including the pro-
jected cash flows;

> gains or losses on the liabilities measured at fair val-
ue, resulting from the changes in the Bank’s credit

> quality;

> gains or losses arising from the credit risk for liabili-
ties per derivatives measured at fair value, where the
Bank may not offset such gains or losses adainst
those arising from its counterparty credit risk.

Unrealized gains or losses on assets or liabilities meas-
ured at fair value, except for the above listed gains or
losses, are included in the calculation of capital. In the
calculation of capital, as a deductible item, additional
value adjustments are included that are applied to all
assets that are valued at fair value, which is calculated
as 0.1% of the sum of the absolute value of assets and
liabilities that are calculated at fair value in accordance
with IFRS/IAS.

Deductible from the Common Equity Tier 1 capital are:

> current and prior year’s losses and unrealized losses;

> intangible assets, including goodwill, decreased for
the amount of deferred tax liabilities that would be
derecognized in case of impairment or derecognition
of intangible assets under IFRS/IAS;
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(m) Capital Management (continued)

>

deferred tax assets dependable on the Group’s future
profitability in line with the effective requlations;
defined benefit pension fund assets on the Group’s
balance sheet;

the Group’s direct, indirect and synthetic holdings of
its own common equity Tier 1 instruments, including
those that the Group is under an actual or contingent
obligation to repurchase by virtue of a constructive
obligation;

the Group’s direct, indirect and synthetic holdings of
common equity Tier 1 instruments of FSI entities
where those entities have reciprocal holdings in the
Group, designed to artificially inflate the Group’s cap-
ital;

the Group’s applicable direct, indirect and synthetic
holdings of common equity Tier 1 instruments of FSI
entities where the Group holds no significant invest-
ments in accordance with Articles 19 and 20 of the
Decision;

the Group’s applicable direct, indirect and synthetic
holdings of common equity Tier 1 instruments of FSI
entities where the Group holds significant invest-
ments in accordance with Sections 19 and 20 of the
Decision;

the amount for which the Group’s additional Tier 1
capital deductible items exceed the Group’s

> additional Tier 1 capital;
> the amount of exposures qualifying for application of

131

a risk weight of 1.25%, where the Group decides to
deduct the exposure from the common equity Tier 1
rather than apply the said risk weight, such as:

— holdings in non-FSl entities exceeding 10% of their
capital and/or holdings enabling effective exertion
of significant influence on the management of
such entities or their business policies;

— securitized items in accordance with Section 201,
paragraph 1, item 2), Section 202, paragraph 1,
item 2), and Section 234 of the Decision;

— free deliveries, if the counterparty has failed to set-
tle its liability within four working days from the
agreed delivery/payment date, in accordance with
Section 299 of the Decision;

any tax charge relating to the common equity Tier 1
items foreseeable at the moment of its calculation,
except where the Group has previously suitably ad-
justed the amount of common equity Tier 1 items

TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken
to produce a translation that is as faithful as possible to the original. However, if any questions arise related to

insofar as such tax charges reduce the amount up to
which those items may be used to absorb risks or
losses;

gross amount of receivables due from a private indi-
vidual debtor (other than a farmer and sole trader/
entrepreneur) for consumer loans, cash or other loans
recorded on accounts 102, 107 and 108 in accord-
ance with NBS decision prescribing the chart of ac-
counts and contents of the accounts within the chart
of accounts for banks, where the credit indebtedness
of the debtor prior to the loan approval was higher
than the percentage rate defined in line with NBS de-
cision governing classification of the balance sheet
assets and off-balance sheet items of banks, or the
said percentage rate will be higher due to the loan
approval, where this item will be deducted regardless
of whether after the loan approval, the debtor’s cred-
it indebtedness decreased below the said percentage
rate;

gross amount of receivables due from a private indi-
vidual debtor (other than a farmer and sole trader/
entrepreneur) for consumer loans, cash or other loans
approved, except for the loans specified under the
bullet above, which are recorded on accounts 102,
107 and 108:

— for which the contractually defined maturity is
over 2,920 days, if such loans were approved from
January 1, 2019 up to December 31, 2019;

— for which the contractually defined maturity is
over 2,555 days, if such loans were approved from
January 1, 2021 up to December 31, 2021,

— for which the contractually defined maturity is
over 2,190 days, if such loans were approved from
January 1, 2022;

gross amount of receivables due from a private indi-
vidual debtor (other than a farmer and sole trader/
entrepreneur) for consumer loans approved for pur-
chase of motor vehicles, which are recorded on ac-
count 102, for which the contractually defined matu-
rity is over 2,920 days, if such loans have been
approved as from January 1, 2019; and

amount of the required reserve for estimated losses
in accordance with NBS redulations, if such requla-
tions prescribe the Group’s obligation to form such a
reserve.

UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(m) Capital Management (continued)

From the calculation of deductible items from indents
13 and 14 of the previous paragraph, the period in
which the moratorium on the basis of approved loans
defined by those indents lasted is not included in the
number of days of agreed maturity for the purposes of
application of these provisions. The moratorium means
a delay in the repayment of obligations in accordance
with the provisions of the decision which requlates the
temporary measures for preserving the stability of the
financial system in the Republic of Serbia in the condi-
tions of the pandemic caused by COVID-19. The deduct-
ibles refer to indents 13, 14 and 15 of previous para-
graph shell does not apply to receivables restructured in
accordance with the decision governing the classifica-
tion of bank balance sheet assets and off-balance sheet
items if following conditions are meet: the receivables
have been incurred under loans refer to indents 13, 14
and 15 which deductibles from those provisions had
not been applied, the restructuring is carried out based
on the bank’s offer, the restructuring does not increase
the outstanding loan amount, the agreed maturity of
the loan after the restructuring is no longer than 3,285
days for loans refer to indents 13 and 14, and no longer
than 4,015 days for loans form intents 15 and receiva-
bles have not been restructured accordance with the
provisions.

Upon determining deductible deferred tax assets items
and the Group’s applicable direct, indirect and synthetic
holdings of common equity Tier 1 instruments of FSI
entities where the Group holds significant investments,
the Group is not required to deduct from the common
equity Tier 1 capital the amounts of items that in the
aggregate are equal to or lower than the limit which is
arrived at by multiplying the common equity Tier 1
items remaining after the requlatory adjustments and
decrease for deductible items by 17.65%:

> deferred tax assets dependable on the Group’s future
profitability, arising from the temporary differences
in the amount lower than or equal to 10% of the
Group’s common equity Tier 1 capital calculated in
accordance with Section 21, paragraph 2 of the Deci-
sion;

> the Group’s direct, indirect and synthetic holdings of
common equity Tier 1 instruments of FSI entities
where the Group holds significant investments in the
amount lower than or equal to 10% of the Group’s

UniCredit 2024 Annual Report and Accounts
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common equity Tier 1 capital calculated in accord-
ance with Section 21, paragraph 2 of the Decision;

As of December 31, 2024, the Group did not reduce its
common equity Tier 1 capital for the amount of direct
holdings of common equity Tier 1 instruments or for
deferred tax assets dependable on the Group’s future
profitability, arising from the temporary differences
since their aggregate amount was below the defined
limit.

According to the Decision on the temporary measure
related to the calculation of the Bank’s capital, the
Group has decided to apply the measure starting from
the report for the second quarter of 2022. In 2024, from
the Common Equity T1 capital calculation the Bank ex-
cluded the amount of the temporary requlatory adjust-
ment obtained by a reduction factor of 0.50 for the cal-
culation for the first and second quarters and a reduction
factor of 0.25 for the third and fourth quarters (in 2023,
a reduction factor of 0.70 was used).

The Group’s additional Tier 1 capital consists of the sum
of the following items less respective deductibles:

> shares and other equity instruments that meet the
requirements referred to in Section 23 of the Deci-
sion;

> relevant share premium.

As of December 31, 2024, the Group had no additional
Tier 1 capital.

The Group’s supplementary (Tier 2) capital consists of

the sum of the following items less respective

deductibles:

> shares and other Tier 2 instruments and liabilities un-
der subordinated loans;

> the relevant share premium, i.e.,, amounts paid in
above the par value of such instruments;

> general credit risk adjustments gross of tax effects,
of up to 1.25% of the risk-weighted credit risk expo-
sures for banks calculating the risk-weighted expo-
sures amounts by applying the standardized ap-
proach;
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

4. RISK MANAGEMENT continued

(m) Capital Management (continued)

The amount in which the supplementary Tier 2 capital
instruments, i.e., subordinated liabilities, are included in
the calculation of the supplementary Tier 2 capital dur-
ing the final five years before they mature, is calculated
as follows: the quotient their nominal value and/or the
principal amount on the first day of the final five-year
period before their mature and he number of calendar
days in that period is multiplied by the number of the
calendar days remaining to maturity of the instruments
or subordinated liabilities at the calculation date.

As of December 31, 2024, the Group had no supple-
mentary Tier 2 capital.

133 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

4. RISK MANAGEMENT continued

(m) Capital Management (continued)

The following table presents the Group’s balance of capital and total risk-weighted assets as of December 31,
2024 and 2023:

in thousands of RSD 2024 2023]

Common equity Tier 1 capital - CET1

Paid in common equity Tier 1 instruments 23,607,620 23,607,620
Relevant share premium with the common equity Tier 1 instruments 562,156 562,156
Current year’s profit qualifying for inclusion into CET 1 capital 1,078,133 1,078,092
Revaluation reserves and other unrealized dains 562,814 103,671
(-) Unrealized losses (357,085) (766,876)
Other reserves 63,214,011 54,906,013

(+) Fair value of reserves related to gains (-) or losses (+) from cash flow hedging instruments
not valued at fair value, including projected cash flows

(-) Additional value adjustments (44,507) -
(-) Intangible assets, including goodwill, decreased for the amount of deferred tax liabilities) (2,403,826) (2,522,455)

(-) Gross amount of receivables due from a private individual debtor (other than a farmer and

sole trader/entrepreneur) for consumer loans, cash or other loans recorded on accounts 102,

107 and 108 in accordance with NBS decision prescribing the chart of accounts and contents

of the accounts within the chart of accounts for banks, where the credit indebtedness of the

debtor prior to the loan approval was higher than the percentade rate defined in line with NBS (78,005) (78,532)
decision doverning classification of the balance sheet assets and off-balance sheet items of

banks, or the said percentade rate will be higher due to the loan approval, where this item will

be deducted regardless of whether after the loan approval, the debtor’s credit indebtedness

decreased below the said percentage rate

(-) Gross amount of receivables due from a private individual debtor (other than a farmer and

sole trader/entrepreneur) for consumer loans, cash or other loans approved, except for the

loans specified under the bullet above, which are recorded on accounts 102, 107 and 108 in (381,778) (762.452)
accordance with NBS decision prescribing the chart of accounts and contents of the accounts ’ ’
within the chart of accounts for banks, which based on the maturity criterion meet condition

for deduction from CET 1 capital:

of which (-) whose contractual maturity is longer than 2920 days — if these loans are approved
in period from January 1 to December 31 2019
of which (-) whose contractual maturity is longer than 2920 days — if these loans are approved
in period from January 1 to December 31 2020
of which (-) whose contractual maturity is longer than 2190 days — if these loans are approved
in period from January 1 to December 31 2021
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JEmT

(356,319) (720,704)

Total common equity Tier 1 capital - CET1 86,116,618 76,582,486
Additional Tier 1 capital - AT1 - -
Total core Tier 1 capital - T1 (CET1 + AT1) 86,116,618 76,582,486
Supplementary capital - T2 - -
Total requlatory capital (T1 + T2) 86,116,618 76,582,486

In both 2024 and 2023, the Bank achieved business indicators within the limits defined by NBS Decision on Capital
Adequacy and Decision on Risk Management: basic share capital adequacy indicator - CET1, capital adequacy indica-
tor - T1 and capital adequacy indicator of 20.63% (in 2023.: 19.72%).
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

5. USE OF ESTIMATES AND JUDGMENTS

The preparation of the consolidated financial statements
in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the
application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Ac-
tual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on
an ongoing basis and are based on historical experience
and other factors, including expectations of future events
that are believed to be reasonable under circumstances.
Revisions to accounting estimates are recognized in the
period in which the estimates are revised and in any fu-
ture periods affected.

These disclosures supplement the comments on finan-
cial risk management (Note 4).

Critical Accounting Estimates and Judgments in
Applying the Group’s Accounting Policies

(i) Provisions for Expected Credit Losses

Under IFRS 9, measurement of ECL for all categories of
financial assets requires estimates and judgements to be
made, particularly those relating to determining the
amount and expected timing of the future cash flows,
both from operation and from collateral foreclosure upon
determining the ECL and assessing whether there has
been a significant credit risk increase. The said estimates
are based on a number of factors, the combination and
interaction of which may result in different amounts of
expected credit loss provisions in different scenarios ana-
lyzed.

The Group’s ECL calculations are a result of complex
models involving a number of assumptions concerning a
selection of input variables and their interdependence.
Elements of ECL models that are included in the account-
ing judgments and estimates include the following;:

> the internal model for assessing credit quality, which
is used to assign PD values to individual credit rating
categories;

> the Group’s criteria for assessing whether there has
been a significant credit risk increase, which conse-
guently result in lifetime ECL calculation using the
quantitative criteria (@ change in PD compared to the
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initial recognition date of a financial asset) as well as
gualitative assessments (forbearance or restructuring
classification, 30 days past due or watch list 2 classi-
fication);

> segmentation of the financial assets when their ECL
need to be assessed on a collective basis;

> development of ECL models, including various formu-
las and inputs to be selected;

> establishing relations between macroeconomic sce-
narios and economic inputs, such as GDP movements,
movements in unemployment rates, salaries and in-
terest rates and modelling of their relations and im-
pacts on the used PD and LGD; and

> selection of macroeconomic forward-looking scenari-
0s in collaboration with UniCredit Group and probabil-
ity-weighting of those scenarios in order to arrive at
the relation between the ECL models and possible
economic trends.

In line with its internal policies, the Group reqularly re-
views, maintains and adjusts its models within the con-
text of its actually experienced credit losses.

The Group assess impairment of financial assets and
probable losses per off-balance sheet items for individu-
ally significant receivables on an individual basis. The in-
dividual impairment assessment involves determining
whether there is objective evidence of impairment, i.e.,
whether the default status exists. The amount of impair-
ment of financial assets is determined as the difference
between the carrying value of each receivable and the
present value of the expected future cash flows from the
receivable, while the assessment of ECL per off-balance
sheet items entails assessing recoverability of the future
cash flows for each off-balance sheet commitment.

The Group assess impairment of financial assets and ECL
per off-balance sheet items on a collective basis for all
receivables where the impairment losses cannot be di-
rectly linked to the receivables, but may be estimated to
be present in the loan portfolio based on the experience.

Upon performing the said assessment, the Group groups
receivables according to their similar credit risk character-
istics, which reflect the ability of the borrowers to settle
their liabilities in accordance with contractual terms
(portfolio segments, rating categories, etc.). collective im-
pairment assessment represents a joint estimate of the
future cash flows for a group of receivables based on the
historical information on the losses incurred in prior peri-
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

5. USE OF ESTIMATES AND JUDGMENTS continued

(m) Capital Management (continued)

Critical Accounting Estimates and Judgments in
Applying the Group’s Accounting Policies (continued)
(i) Provisions for Expected Credit Losses (continued)

0ds per receivables with credit risk characteristics similar
to those in that group, in accordance with the Group’s
methodology.

(i) Measurement of Financial Instruments at Fair Value
(Note 3 (k)(vii)

Determination of fair value for financial assets and liabil-
ities for which there is no observable market price re-
quires the use of valuation techniques as described in
accounting policy 3(k)(vii). For financial instruments that
are traded infrequently and have little price transparency,
fair value is less objective, and requires varying degrees of
judgment depending on liquidity, concentration, uncer-
tainty of market factors, pricing assumptions and other
risks affecting the specific instrument

The Group measures fair values using the following fair
value hierarchy that reflects the significance of the inputs
used in making the measurements:

> Level 1: Quoted market price (unadjusted) in an active
market for an identical instrument.

> Level 2: Valuation technigues based on inputs other
than quoted prices for identical instruments, observa-
ble either directly (as prices) or indirectly (e.g., derived
from prices). This category includes instruments
measured using: quoted market prices in active mar-
kets for similar instruments; quoted prices for identi-
cal or similar instruments in markets that are consid-
ered less than active; or other valuation techniques
where all significant inputs are directly or indirectly
observable from market data.

> Level 3: Valuation techniques using significant unob-
servable inputs. This category includes all instruments
where the valuation technique includes inputs are not
based on observable data and the unobservable in-
puts have a significant effect on the instrument’s val-
uation. This category includes instruments that are
measured based on quoted prices for similar instru-
ments where significant unobservable adjustments or
assumptions are required to reflect differences be-
tween the instruments.
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Fair values of financial assets and financial liabilities that
are traded in active markets are based on quoted market
prices. For all other financial instruments the Group de-
termines fair values using valuation techniques..

Valuation techniques include the net present value and
discounted cash flows, comparison to similar instru-
ments for which observable market prices are available
and other methods. Assumptions and inputs used in val-
uation techniques include risk-free and key policy interest
rates, credit spreads and other factors used in estimating
discount rates, prices of bonds or equity, foreign exchange
rates, equity and equity price indexes and the expected
instability of prices and correlations. The objective of the
use of valuation techniques is to determine the fair value
that reflects the price of a financial instrument at the
reporting date, which would be determined by market
participants in an arm’s length transaction.

The Group uses generally accepted models for determin-
ing the fair values of reqular and common financial in-
struments such as interest rate and currency swaps, for
which exclusively observable inputs are used, requiring
less estimates and assumptions to be made by the man-
agement. Observable model inputs are mostly available
on the market of the quoted debt and equity instruments,
trading derivatives and simple derivatives such as inter-
est rate swaps. Availability of observable market prices
and model inputs reduces the need for estimates and
assumptions made by management and reduces uncer-
tainty associated with determining fair value. Availability
of observable market prices and inputs varies depending
on the products and market; it is prone to changes caused
by various events and general conditions prevailing in the
future markets.

Level 2 securities are measured based on internally de-
veloped valuation model which basically relies on quoted
market prices in active markets for similar instruments.
Portfolio consists of T-bills issued by Ministry of Finance
and denominated in RSD and EUR currency. Output of the
model is RSD and EUR valuation curve which is further
used for calculation of Fair value of securities. Since sec-
ondary market for RSD denominated securities is rela-
tively active, RSD valuation curve is constructed by using
quoted vields on the secondary market for benchmark
(the most liquid) securities with different maturities. On
the other side, for EUR denominated securities curve is
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

5. USE OF ESTIMATES AND JUDGMENTS continued

(m) Capital Management (continued)

Critical Accounting Estimates and Judgments in
Applying the Group’s Accounting Policies (continued)
(i) Measurement of Financial Instruments at Fair Value
(Note 3 (k)(vii) (continued)

constructed based on EURIBOR money market curve with
add-on spread realized on primary market auctions.

Both models for RSD and EUR curves are reqularly back
tested on yearly basis.

Level 3 securities are municipality bonds which are not
liquid or tradable on the market and it is valued by using
discounted cash flow approach.

(iii) Estimated Useful Lives of Intangible Assets, Property
and Equipment and Amortization/Depreciation Rates
Used (Note 3 (g), 3 (r), 26 i 27)

The calculation of amortization/depreciation charge and
amortization/depreciation rates applied are based on the
estimated useful lives of intangible assets, property and
equipment, which are subject to an ongoing review. The
estimated useful lives are reviewed for adequacy at least
annually, or more frequently if there is any indication that
significant changes have occurred to the factors deter-
mining the previously defined estimated useful lives or
other events affecting the estimated useful lives. Useful
life estimates require the management to make signifi-
cant estimates and judgments based on the historical
experience with similar assets, as well as anticipated
technical advancement and changes in economic and in-
dustrial factors that may affect the useful lives of assets.

(iv) Impairment of Non-Financial Assets (Note 3 (u))

At each reporting date, the Group’s management reviews
the carrying amounts of the its non-financial assets other
than investment property and deferred tax assets in order
to determine the indications of impairment losses. If there
is any indication that such assets have been impaired, the
recoverable amount of the asset is estimated in order to
determine the extent of impairment loss. If the estimated
recoverable amount of an asset is below its carrying value,
the carrying amount of the asset is reduced to its recover-
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able amount. An impairment loss is immediately recog-
nized as an expense of the current period. Assessment of
indicators and objective evidence of impairment requires
the management to make significant estimates regarding
the expected cash flows, discount rates and usage capaci-
ty of the assets subject to review.

(v) Fair value of property and investment property
(Notes 3 (k)(vii), 3 (q), 3 (5), 27 and 28)

The Group uses the fair value model for the valuation of
investment property and the revaluation model for real
estate that it uses for its own business purposes. Fair val-
ue measurement is performed regularly to reconcile the
carrying amount at the end of the reporting period.

(vi) Deferred Tax Assets (Notes 3 (j) and 35)

Deferred tax assets are recognized to the extent that it is
probable that taxable profit will be available adainst
which such deferred tax assets may utilized. The Group’s
management needs to make prudent assessments of de-
ferred tax assets which may be recognized, based on their
period of inception and amounts, as well as on the amount
of future taxable income and tax policy planning strategy.

(vii) Provisions for Litigations (Notes 3 (w) and 34)

The Group is involved in a number of lawsuits and labor
disputes. Provisions are recognized when the Group has a
present obligation (legal or constructive) as a result of
past events, it is probable that the Group will be required
to settle the obligation, and a reliable estimate can be
made of the amount of the obligation. Estimating of the
provisions for legal suits requires the Group’s manage-
ment and Ledal Unit to make significant estimates and
judgments, including the estimate of the probability of
negative suit outcomes and probable and reasonable es-
timates of loss amounts. The required provision amounts
represent the best estimates made by the management
based on the information available as at the reporting
date. However, they may be subject to future changes
due to new events taking place or new information ob-
tained.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

5. USE OF ESTIMATES AND JUDGMENTS continued

(m) Capital Management (continued)
Critical Accounting Estimates and Judgments in
Applying the Group’s Accounting Policies (continued)

M3INY J1H318.11S
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

6. FINANCIAL ASSETS AND LIABILITIES - ACCOUNTING
CLASSIFICATION AND FAIR VALUES

The following tables show the breakdown of financial instruments measured at fair value at the end of the reporting
period, grouped in fair value hierarchy levels:

in thousands of RSD Note Level 1 Level 2 Level 3 Total
Receivables under derivatives 21 - 1,666,127 1,230 1,667,357
Recelvables under derivatives designated as risk hedging 55 i 427,229 i 427229
instruments
Securities
- at FVtPL 22 117,009* 1,254,720 - 1,371,729
- at FvtoCl 22 11,841,158* 26,805,346 - 38,646,504
11,958,167 30,153,422 1,230 42,112,819
Liabilities under derivatives 30 - 1,706,884 - 1,706,884
.Llab|l|t|es per derivatives designated as risk hedging 55 ) 687148 ) 687148
instruments
- 2,394,032 - 2,394,032

* Securities at FVtPL and at FVtOCI — Level 1 include bonds issued by the Republic of Serbia, denominated in EUR and USD (Eurobonds) and listed in EU Stock

Exchanges.
in thousands of RSD Note Level 1 Level 2 Level 3 Total
Receivables under derivatives 21l - 2,054,579 1,078 2,055,657
Recelvables under derivatives designated as risk hedging 55 i 636.909 i 636.909
instruments
Securities
- at FVtPL 22 87,827* 2,366,634 - 2,454,461
- at FVtoCI 22 10,651,430* 29,125,164 - 39,776,594
10,739,257 34,183,286 1,078 44,923,621
Liabilities under derivatives 30 - 2,119,142 - 2,119,142
.Llab|l|t|es per derivatives designated as risk hedging o5 i 734550 i 734550
instruments
- 2,853,692 - 2,853,692

* Securities at FVtPL and at FVtOCI — Level 1 include bonds issued by the Republic of Serbia, denominated in EUR and listed in EU Stock Exchanges.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

6. FINANCIAL ASSETS AND LIABILITIES - ACCOUNTING
CLASSIFICATION AND FAIR VALUES continued

(i) Fair Value Hierarchy for Assets and Liabilities Other than Measured at Fair Value

Estimated fair values of financial assets and liabilities other than measured at fair value are provided in the table
below, according to the fair value hierarchy levels under IFRS 13:

in thousands of RSD

Cash and balances held with the
central bank

Securities

- securities measured at amortized
cost (AC)

Loans and receivables due from
banks and other financial institutions
Loans and receivables due from
customers

Other assets

Deposits and other liabilities due to
banks, other financial institutions and
the central bank

Deposits and other liabilities due to
customers

Other liabilities

Note

20

22

23

24
29

31

32
36

Level 1 Level 2 Level 3 LUl Carrying Value
Value

- 191,323,140 - 191,323,140 191,329,015

3,970,909* 60,194,440 - 64,165,349 62,850,289

- - 71,927,206 71,927,206 72,007,912

- - 384,052,938 384,052,938 384,756,722

- - 3,261,267 3,261,267 3,261,267

3,970,909 251,517,580 459,241,411 714,729,900 714,205,205

- - 171,801,547 171,801,547 168,680,584

- - 465,469,969 465,469,969 463,782,795

- - 8,575,808 8,575,808 8,575,808

645,847,323 645,847,323 641,039,187

* Securities at amortized cost (AC) — Level 1 include bonds issued by the Republic of Serbia, denominated in EUR and listed in EU Stock Exchanges.

in thousands of RSD

Cash and balances held with the
central bank

Securities

- securities measured at amortized
cost (AC)

Loans and receivables due from
banks and other financial institutions
Loans and receivables due from
customers

Other assets

Deposits and other liabilities due to
banks, other financial institutions and
the central bank

Deposits and other liabilities due to
customers

Other liabilities

Note

20

22

23

24
29

31

32
36

Level 1 Level 2 Level 3 Total Fair Carrying Value
Value

- 130,511,716 - 130,511,716 130,511,716
6,888,426 53,874,651 22,664 60,785,741 62,214,731
- - 62,995,753 62,995,753 63,006,391

- - 339,859,586 339,859,586 344,469,707

- - 1,918,501 1,918,501 1,918,501
6,888,426 184,386,367 404,796,504 596,071,297 602,121,046
- - 148,161,313 148,161,313 146,166,777

- - 389,761,376 389,761,376 389,735,404

- - 10,315,537 10,315,537 10,315,537

= - 548,238,226 548,238,226 546,217,718

* Securities at amortized cost (AC) — Level 1 include bonds issued by the Republic of Serbia, denominated in EUR and listed in EU Stock Exchanges.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

6. FINANCIAL ASSETS AND LIABILITIES - ACCOUNTING
CLASSIFICATION AND FAIR VALUES continued

(i) Fair Value Hierarchy for Assets and Liabilities Other than Measured at Fair Value (continued)

Valuation techniques and models the Group uses for fair value calculations are disclosed in Note 5(ii).

(i) Assets The Fair Values of which Approximate their Carrying Values

For high liquid financial assets and financial liabilities that have a short-term original maturity (less than one year) it
is assumed that the carrying amounts approximate their fair values. The basic assumption used here is that in the
near term, for high liquid assets, no significant market changes will occur that can affect the fair value. This assumpti-
on is also applied to demand deposits and savings accounts without specified maturity.

(iii) Financial Instruments with Fixed Interest Rates

The fair values of fixed rate financial assets and liabilities carried at amortized cost are estimated by comparing mar-
ket interest rates when they were first recognized with current market rates offered for similar financial instruments.
The estimated fair values of fixed interest-bearing financial instruments are based on discounted cash flows using
prevailing money-market interest rates for financial instruments with similar credit risk characteristics and maturities.

Financial assets held to maturity and loans and deposits include a portion of the loan portfolio at fixed interest rates,
which causes differences between the carrying amounts and fair values of such instruments.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

7. NET INTEREST INCOME

Net interest income includes:

in thousands of RSD 2024 2023

Interest income from

)
o
o
o
=
™

L=
)
)
)
<.
)
=5

Cash and balances held with the central bank 1,201,636 516,214 g
Securities at fair value through OCI 1,011,174 1,112,790 a
Securities at amortized cost 2,691,530 2,474,353 ;%
Loans and receivables due from banks and other financial institutions 5,178,896 3,937,175 %
Loans and receivables due from customers 28,907,544 25,759,165 E
Total interest income using effective interest rate 38,990,780 33,799,697
Securities at fair value through profit or loss 128,933 90,514 -
Receivables under derivative financial instruments 1,022,044 993,839 a
Financial derivatives and assets held for risk hedging purposes 1,180,976 1,030,709 rs;g
Total interest income 41,322,733 35,914,759 2
Interest expenses from
Liabilities under derivative financial instruments (1,042,233) (1,022,546) g
Liabilities per financial derivatives designated as risk hedging instruments (291,065) (268,141) §
Deposits and other liabilities due to banks, other financial institutions and (7.079.630) (5.801.073) %
the central bank S
Deposits and other liabilities due to customers (5,117,012) (3,856,319) §
Lease liabilities (50,161) (50,329) .
Total interest expenses (13,580,101) (10,998,408)
Net interest income 27,742,632 24,916,351 g
pe]
In accordance with the Group’s accounting policy 3 (d), interest income from non-performing impaired loans amounted g
to RSD 580,670 thousand in 2024 (2023: RSD 456,583 thousand). 2
Q
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

8. NET FEE AND COMMISSION INCOME

Net fee and commission income includes:

in thousands of RSD Private individuals Corporate clients Total

2024 2023 2024 2023 2024 2023
Fee and commission income
Payment transfer activities 494,280 453,544 2,205,506 2,112,568 2,699,786 2,566,112
Fees related to loans 54,840 74,750 851,581 415,515 906,421 490,265
Fees arising from card operations 733,898 626,552 2,309,751 1,993,695 3,043,649 2,620,247
Maintaining of current accounts 798,496 691,794 202,434 194,736 1,000,930 886,530
Brokerage fees 1,031 - 14,918 6,879 15,949 6,879
Custody fees 225 67 382,938 346,364 383,163 346,431

Fee on foreign exchange purchases/sales
and foreign cash transactions

Other fees and commissions 125,145 140,614 679,865 423,887 805,010 564,501
Total fee and commission income from
contracts with customers

Fees on issued guarantees and other
contingent liabilities

Total fee and commission income 2,671,962 2,373,987 11,088,196 9,798,977 13,760,158 12,172,964
Fee and commission expenses

Payment transfer activities - (554,623) (534,943) (554,623) (534,943)
Fees arising from card operations - - (2,307567) (2,030,782) (2,307,567) (2,030,782)
Fees arising on guarantees, sureties and
letters of credit

Fee arising on foreign exchange purchases/
sales and foreign cash transactions

460,272 382,551 3,244,088 3,291,374 3,704,360 3,673,925

2,668,187 2,369,872 9,891,081 8,785,018 12,559,268 11,154,890

3,775 4,115 1,197,115 1,013,959 1,200,890 1,018,074

- - (10,367) (13,389) (10,367) (13,389)

(47,644) (56,548) (1,031,917) (1,145,425) (1,079,561) (1,201,973)

Other fees and commissions (203,342) (180,599) (203,342) (180,599)
Total fee and commission expenses (47,644) (56,548) (4,107,816) (3,905,138) (4,155,460) (3,961,686)
Net fee and commission income 2,624,318 2,317,439 6,980,380 5,893,83 9,604,698 8,211,278

9. NET GAINS ON THE CHANGES IN THE FAIR VALUE OF
FINANCIAL INSTRUMENTS

Net gains on the changes in the fair value of financial instruments include:

in thousands of RSD 2024 2023

Net gains on the changes in the fair value of derivatives at FVtPL 237,823 90,315

Net (losses)/gains on the changes in the fair value of securities at FVtPL (23,168) 22,447

Net dains on the changes in the fair value of financial instruments 214,655 112,762
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Financial Report for the Year 2024 > Notes to the Consolidated Financial Statements continued
December 31, 2024

10. NET (LOSSES)/GAINS ON DERECOGNITION OF
FINANCIAL ASSETS MEASURED AT FAIR VALUE

Net (losses)/gains on derecognition of financial instruments measured at fair value include:

in thousands of RSD

Net losses on derecognition of securities measured at FVtOCI (382,221) (32,298)
Net gains on derecognition of securities measured at FVtPL 328,246 215,214
Net (losses)/dains on derecognition of financial assets measured at fair value (53,975) 182,916

11.NET FOREIGN EXCHANGE GAINS/(LOSSES) AND
CURRENCY CLAUSE EFFECTS

Net foreign exchange gains/(losses) and currency clause effects include:

in thousands of RSD 2024 2023

Foreign exchange gains and currency clause effects 19,665,760 24,000,346
Foreign exchange losses and currency clause effects (19,493,755) (24,108,024)
Net foreign exchande gains/(losses) 172,005 (107,678)
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

12. NET GAINS/(LOSSES) ON IMPAIRMENT OF FINANCIAL
ASSETS NOT MEASURED AT FAIR VALUE THROUGH
PROFIT OR LOSS

Net gains/(losses) on impairment of financial assets not measured at fair value through profit or loss include:

in thousands of RSD L 0a 2023

Financial assets measured at amortized cost (AC)

Net decrease/(increase) in individual impairment allowance 246,371 (67,752)
Net decrease/(increase) in collectively assessed impairment 173,720 (505,160)

420,091 (572,912)
Net (increase) in impairment charge per securities measured at FVtOCI (47,501) (72,116)

Contingent liabilities

Net decrease in individual impairment allowance (Note 34.2) 133,085 52,515
Net (increase)/decrease in collectively assessed impairment (Note 34.2) 165,883 (447,622)

298,968 (395,107)
Net losses on modification* (509,089) (1,138,945)
Write-offs (8,985) (4,050)
Recovery of the receivables previously written off 596,102 436,793
Total gains/(losses) 749,586 (1,746,337)

*In 2024, the position “Net losses on madification” includes the madification loss recognized by the Group based on the implementation of the Decision on
the temporary limitation of interest rates for credit contracts concluded with private individuals adopted by the National Bank of Serbia (“Official Gazette”
No. 102/2024) in the amount RSD 516,102 thousand. In 2023, the same position includes the madification loss recognized by the Bank based on the
implementation of the Decision on temporary measures for banks adopted by the National Bank of Serbia (“Official Gazette” No. 78/2023) in the amount
RSD 1,143,730 thousand (note 24.4).

13.NET GAINS/LOSSES ON DERECOGNITION OF FINANCIAL
ASSETS MEASURED AT AMORTIZED COST

Net gains/(losses) on derecognition of financial assets measured at amortized cost include:

in thousands of RSD 2024 2023

Gains on the sales of placements measured at amortized cost 150,618 1,172
Losses on the sales of placements measured at amortized cost - (3,171)
Total net gains/(losses) 150,618 (1,999)
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

14. OTHER OPERATING INCOME

Other operating income includes:

in thousands of RSD 2024 2023

Rental income, reimbursement and other operating income 158,323 47,205
Total other operating income 158,323 47,205
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15.SALARIES, SALARY COMPENSATIONS AND OTHER

Q
PERSONAL EXPENSES a
=
Salaries, salary compensations and other personal expenses include: =
in thousands of RSD 2024 2023
g
Employee salaries, net (2,702,576) (2,460,903) ‘é_’
Payroll taxes and contributions (1,067,671) (978,092) %
Net expenses per provisions for employee retirement benefits and unused annual leaves (30,771) (38,603) S
Other personnel expenses (542,670) (545,925) 3
Total personnel expenses (4,343,688) (4,023,523) -
g
16. DEPRECIATION/AMORTIZATION CHARGE g
z
38
Depreciation/amortization charge includes: ~
in thousands of RSD 2024 2023
Q
Amortization charge for intangible assets (Notes 26.2, 26.3) (566,866) (593,417) 3
Depreciation charge for property, plant and equipment (Notes 27.2, 27.3) (259,607) (249,508)
Depreciation charge for right-of-use assets (Note 27.5, 27.6) (508,659) (498,570)
Total depreciation/amortization charge (1,335,132) (1,341,495)

17. OTHER INCOME

Other income includes:

in thousands of RSD 2024 2023

Reversal of provisions for litigations (Note 34.2) 912,461 782,349
Gains on the valuation of investment property 3,983 469
Other income 363,351 113,630
Total other income 1,279,795 896,448

The item “Other income” includes income from performance awards, compensation for damades from insurance com-
panies and similar income.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

18. OTHER EXPENSES

18.1. Other expenses include:

in thousands of RSD

Business premises costs (182,715) (171,373)
Office and other supplies (59,541) (67,434)
Rental costs (Note 18.2) (441,596) (422,012)
Information system maintenance (1,245,276) (1,082,471)
Property and equipment maintenance (89,710) (96,194)
Marketing, advertising, entertainment, culture and donations (315,045) (221,906)
Lawyer fees, other consultant and research services and auditing fees (281,494) (293,590)
Telecommunications and postage services (121,538) (103,279)
Insurance premiums (1,035,150) (953,889)
Security services — for property and money transport and handling (256,076) (220,595)
Professional training costs (35,449) (35,785)
Servicing costs (121,412) (95,456)
Transportation services (10,881) (10,678)
Employee commuting allowances (38,670) (41,756)
Accommodation and meal allowances — business travel costs (27,811) (23,530)
Other taxes and contributions (682,440) (632,476)
Provisions for litigations (Note 34.2) (937,661) (773,670)
Losses on the valuation of investment property (15) (9)

Losses on disposal, retirement and impairment of property,

. . . 5,050 10,066
equipment and intangible assets ( ) ( )
Other costs (1,026,903) (928,813)
Total other expenses (6,914,433) (6,184,982)

The item “Other costs” refers to court and administrative fee expenses, costs for occupational safety and environmen-
tal protection, costs of participation in financing persons with disabilities, costs related to lost litigations, archiving and
scanning costs, compensation costs from regular business and similar expenses.

18.2. Rental costs of RSD 441,596 thousand incurred in 2024 relate to the costs which, in line with IFRS 16 and the
Group’s accounting policy (Note 3.t) are not included in the measurement of the lease liability. The breakdown of
the said rental costs is provided in the table below:

in thousands of RSD 2024 2023

Rental cost per leases with low-value underlying assets (177,847) (163,813)
Rental costs per short-term leases (13,482) (10,709)
VAT payable per leases recognized in accordance with IFRS 16 (90,039) (84,753)
Assets not identifiable in accordance with IFRS 16 (159,104) (161,564)
Variable lease payments (849) (700)
Other (275) (473)
Total (441,596) (422,012)
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

19. INCOME TAXES

19.1. Basic components of income taxes as at December 31 were as follows:

in thousands of RSD

Current income tax expense (3,332,221) (2,441,457)
Decrease in deferred tax assets and increase in deferred tax liabilities (33,709) (107,683)
Total (3,365,930) (2,549,140)

19.2. Numerical reconciliation of the effective tax rate is provided below:

in thousands of RSD 2024 2023

Profit before taxes 27,420,603 20,955,902
Income tax at the ledally prescribed tax rate of 15% (4,113,090) (3,143,385)
Tax effects of permanent differences:

Tax effects of expenses not recognized for tax purposes (11,778) (35,876)
Tax effects of income adjustment relate to interest on debt securities issued by RS 677,961 643,251
Tax effects of income adjustment achieved from the cancellation of unused long-term

provisions that were not recognized as an expense in the tax period in which 139,926 117,569

they were incurred
Tax effects of income adjustment on the basis of written-off, adjusted and other

. . . . 3,056 93,565
receivables, which are not recognized as expenses, and which are subsequently charged
Tax effects of temporary differences:
Differences in amortization for tax and accounting purposes 11,771 4,799
Tax effects of IAS 19 (1,379) (3,360)
Tax effects of losses which will be recognized in future periods (111,362) (215,710)
Tax effects of.redL.Jctmns of current tax according to legal requlations 72674 97,690
and IFRS application
Tax effects presented in the income statement (3,332,221) (2,441,457)
Effective tax rate 12.15% 11.65%

19.3. Income taxes recognized within other comprehensive income are provided below:

in thousands of RSD 2024 2023

Before taxes Tax expense  After taxes Before taxes Tax expense  After taxes

Gains on the change in the fair value of debt

instruments at FVtOC| 1,730,072 (259,511) 1,470,561 2,102,414 (315,362) 1,787,052

Increase in revaluation reserves based on

intangible assets and fixed assets (Notes 109,025 (16,354) 92,671 7,094 (1,064) 6,030

39.3)

Actuarial gains 35,615 (5,342) 30,273 20,122 (3,018) 17,104

Gains on cash flow heddging instruments 115,488 (17,323) 98,165 350,957 (52,644) 298,313

Balance at December 31 1,990,200 (298,530) 1,691,670 2,480,587 (372,088) 2,108,499
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

19. INCOME TAXES continued

19.4. The calculated current income tax payable for the year 2024 amounted to RSD 3,332,221 thousand (for 2023:
RSD 2,441,457 thousand). Given that the calculated amount of the tax payable was above the sum of the month-
ly income tax advance payments the Group paid during the year, as of December 31, 2024, the Group reported
current tax liabilities in the amount of RSD 1,091,929 thousand (for 2023: current tax assets of RSD 1,529,868
thousand).

20. CASH AND BALANCES HELD WITH THE CENTRAL BANK

20.1. Cash and balances held with the central bank include:

in thousands of RSD 2024 2023

RSD cash on hand 6,501,775 4,360,266
Gyro account balance 97,673,774 87,629,697
Foreign currency cash on hand 1,824,488 2,900,900
Other foreign currency cash funds 35,205 35,152
Liquid surplus funds deposited with NBS 47,005,875 -
Obligatory foreign currency reserve held with NBS 38,287,906 35,585,709

191,329,023 130,511,724
Impairment allowance (8) (8)
Balance at December 31 191,329,015 130,511,716

The gyro account balance includes the RSD required reserves, which represent the minimum amount of RSD reserves
allocated in accordance with the Decision on Required Reserves Held with the NBS. In accordance with the said Deci-
sion, the required RSD reserves are calculated based on the average daily carrying amount of RSD deposits, loans,
securities, and other RSD liabilities during a single calendar month, using a rate rates 2% to 7% depending on the
agreed maturity and source of financing, and then held in the bank’s giro account. The bank is obliged to maintain the
averade daily balance of the calculated dinar required reserve. Group is obliged to keep the average daily balance of
allocated dinar reserves at the level of the calculated dinar reserve requirements. During 2024 NBS paid interest on
the balance of the Group’s obligatory RSD reserve at interest rate of 0.75% per year.

The NBS, in accordance with the Decision on Interest Rates Applied by the NBS in the Monetary Policy Implementa-
tion Procedure, in order to mitigate the economic consequences of the COVID-19 pandemic, calculated dinar required
reserves, pays interest at an interest rate increased by 0.50% on an annual basis. The amount on which interest is
calculated on that basis is determined in the amount of the average daily balance of dinar loans that meet the con-
ditions prescribed by the Decree, or the Law establishing a guarantee scheme as a measure of economic support to
mitigate the consequences of the COVID-19 SARS-CoV-2 if each individual loan included in that balance is approved
at an interest rate that is at least 0.5% lower than the maximum interest rate prescribed by the Decree or the Law for
loans approved in RSD.

The required foreign currency reserve with the National Bank of Serbia represents the minimum foreign currency re-
serve amount allocated in accordance with the Decision on Required Reserves Held with the NBS. In accordance with
the said Decision, the required foreign currency reserves are calculated based on the average daily carrying amount
of foreign currency deposits, loans and other foreign currency liabilities or those in RSD with a currency clause index
(EUR to RSD) during a single calendar month. The required foreign currency reserve rates is 23% on foreign currency
liabilities up two years and 16% on foreign currency liabilities over two years. The rate applied to the portion of the
foreign currency reserve comprised of RSD liabilities with a currency clause index was 100%.

The Group is obliged to keep the average daily balance of allocated foreign currency reserves at the level of the cal-
culated foreign currency reserve requirements. Foreign currency obligatory reserve does not accrue interest.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

20. CASH AND BALANCES HELD WITH THE CENTRAL BANK
continued

20.2. Movements on the account of impairment allowance of cash and balances held with the central bank during the
year are provided in the table below:

Individual Collective
in thousands of RSD 2024 2023 2024 2023
Balance at January 1 - - (8) (3)
Impairment losses: Change for the year - - - (5)
Total for the year - - - (5)
Balance at December 31 - - (8) (8)

21. RECEIVABLES UNDER DERIVATIVE FINANCIAL
INSTRUMENTS

Receivables under derivative financial instruments include:

in thousands of RSD 2024 2023

Receivables per forward revaluation and currency swaps 19,563 6,094
Receivables per interest rate swaps 1,647,794 2,049,563
Balance at December 31 1,667,357 2,055,657

22. SECURITIES

22.1. Securities include:

in thousands of RSD 2024 2023

Securities measured at amortized cost 63,032,961 62,377,169
Securities measured at fair value through OCI 38,748,762 39,885,343
Securities measured at fair value through profit or loss 1,371,729 2,454,461
Total 103,153,452 104,716,973
Impairment allowance (284,930) (271,187)
Balance at December 31 102,868,522 104,445,786
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

22. SECURITIES continued

22.2. Movements on the account of impairment allowance of securities at AC and at FVtOCI during the year are pro-
vided in the table below:

Individual Collective

in thousands of RSD 2024 2023 2024 2023
Balance at January 1 - - (271,187) (67,707)
Impairment losses:

Change for the year - - (67,788) (209,170)

Foreign exchange effects - - 102 29

Effects of the sales of securities - - 53,943 5,661
Total for the year - - (13,743) (203,480)
Balance at December 31 - - (284,930) (271,187)

22.3. Breakdown of securities per measurement and issuer is presented in the table below:

in thousands of RSD Measurement 2024 2023
Receivables discounted bills of exchange Amortizovana vrednost 21,523 22,664

Amortizovana vrednost 57,620,101 57,085,922
Treasury bills issued by the Republic of Serbia Po FV kroz ostali rezultat 27,469,542 28,937,720

Po FV kroz bilans uspeha 1,371,729 2,454,461
Treasury bills of the Republic of Serbia and Po FV kroz ostali rezultat 11,176,962 10,838,874
municipal bonds — hedded items Amortizovana vrednost 5,208,665 5,106,145
Balance at December 31 102,868,522 104,445,786

As of December 31, 2024, the Group’s receivables per discounted bills of exchange of RSD 21,523 thousand represent
investments with maturities of up to a year and at a discount rate equal to 1-month BELIBOR plus 2.80% to 3% per
annum.

As of December 31, 2024, the Group’s securities measured at amortized cost of RSD 57,620,101 thousand refer to
the investments in the Treasury bills issued by the Republic of Serbia maturing up to 2032.

As of December 31, 2024, the Group’s securities measured at fair value through other comprehensive income of RSD
27,469,542 thousand pertain to the investments in the Treasury bills issued by the Republic of Serbia maturing up to
2032.

As of December 31, 2024, the Group’s securities measured at fair value through profit or loss of RSD 1,371,729
thousand pertain to the investments in the Treasury bills issued by the Republic of Serbia maturing up to 2034.

As of December 31, 2024, the Group’s securities measured at fair value through other comprehensive income totaling
RSD 11,176,962 thousand refer to the investments in the Treasury bills issued by the Republic of Serbia as hedged
items, with maturities up to 2029.

Investments in securities measured at amortized cost of RSD 5,208,665 refer to the investments in Treasury bills
issued by the Republic of Serbia as hedged items, with maturities up to 2027.

For protection of the municipal bonds and Treasury bills of the Republic of Serbia against the interest rate risk, the
Group implemented fair value micro hedging (note 25).
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23. LOANS AND RECEIVABLES DUE FROM BANKS AND
OTHER FINANCIAL INSTITUTIONS
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23.1. Loans and receivables due from banks and other financial institutions include:

in thousands of RSD 2024 2023

-
Foreign currency accounts held with: §
- other banks within UniCredit Group 2,022,341 1,079,453 E_,

- other foreign banks 1,301,068 4,870,147 E
Total foreign currency accounts 3,323,409 5,949,600 2
Overnight deposits:

- in foreign currency 29,653,983 23,555,187 o
Total overnight deposits 29,653,983 23,555,187 ;
Guarantee foreign currency deposit placed for purchase and sale of securities 4,681 4,687 =
Short-term deposits in foreign currency - 4688,315
Foreign currency earmarked deposits 37,309 12,293 o

é
Short-term loans: =%

-in RSD 7,317 627,055 g
Total short-term loans 7,317 627,055 é’
Long-term loans:

-inRSD 2,182,327 478,268
Total long-term loans 2,182,327 478,268 =)

g
REPO with NBS in RSD 36,795,248 27,692,035 i
RSD finance lease receivables 18,485 1,381 %’
Total 72,022,759 63,008,821 =
Impairment allowance (14,847) (2,430)
Balance at December 31 72,007,912 63,006,391 o

23.2. Movements on the account of impairment allowance of loans and receivables due from banks during the year
are provided in the table below:

Individual Collective

in thousands of RSD 2024 2023 2024 2023
Balance at January 1 - - (2,430) (6,232)
Impairment losses:

Change for the year - - (12,398) 3,077

Foreign exchange effects - - (19) 64

Write-off without debt acquittal - - - 661
Total for the year - - (12,417) 3,802
Balance at December 31 - - (14,847) (2,430)
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December 31, 2024

23. LOANS AND RECEIVABLES DUE FROM BANKS AND
OTHER FINANCIAL INSTITUTIONS continued

23.3. The Group’s balances/foreign currency accounts held with banks members of UniCredit Group are listed below:

in thousands of RSD

UniCredit Bank Austria AG, Vienna 1,104,716 326,589
UniCredit Bank AG, Munich 14,663 20,237
UniCredit Bank Hungary Z.r.t., Hungary 336,679 27,441
UniCredit Bank Czech Republic and Slovakia a.s. 115,970 286
UniCredit S.PA. Milano 416,878 664,521
UniCredit Bank BIH 935 3,953
UniCredit Bank ZAO Moscow 32,500 36,426
Balance at December 31 2,022,341 1,079,453

24. LOANS AND RECEIVABLES DUE FROM CUSTOMERS

24.1. Loans and receivables due from customers include:

in thousands of RSD | 2024 2023
Short-term loans:

-inRSD 50,944,741 44,532,309

- in foreign currencies 148,025 636,110
Total short-term loans 51,092,766 45,168,419
Long-term loans:

-inRSD 297,565,635 276,893,174

- in foreign currencies 20,455,139 13,717,425
Total long-term loans 318,020,774 290,610,599
Receivables in respect of acceptances, sureties and payments made per guarantees:

-inRSD 27,906 -
Total 27,906 -
Factoring receivables

-inRSD 5,128,255 4,174,137

- in foreign currencies 106,753 10,166
Total factoring receivables 5,235,008 4,184,303
RSD finance lease receivables 21,129,795 17,952,830
Other RSD loans and receivables - 365
Total 395,506,249 357,916,516
Impairment allowance (10,749,527) (13,446,809)
Balance at December 31 384,756,722 344,469,707

Loans with a currency clause index (EUR, CHF, USD) are presented within RSD loans in the above table.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

24. LOANS AND RECEIVABLES DUE FROM CUSTOMERS

continued

24.2. Movements on the account of impairment allowance of loans and receivables due from customers during the

year are provided in the table below:

in thousands of RSD

Balance at January 1
Impairment losses:
Change for the year
Foreign exchange effects
Unwinding (time value)
Effects of the portfolio sales
Write-off with debt acquittal
Write-off without debt acquittal®
Total for the year
Balance at December 31

Individual Collective
2024 2023 2024 2023
(5,088,382) (5,163,703) (8,358,427) (8,984,453)
64,110 (347,118) 114,155 (424,060)
4,398 4,807 4,830 2,530
19,326 9,719 1,131 912
821,985 89,750 - -
- - 343 512
935,494 318,163 731,510 1,046,132
1,845,313 75,321 851,969 626,026

(3,243,069) (5,088,382)  (7,506,458) (8,358,427)

* Write-off without debt acquittal, i.e., accounting write-off, is a write-off of receivables made in accordance with the Decision on the Accounting Write-Off of
Bank Balance Sheet Assets of the NBS (Official Gazette of RS no. 77/2017), effective as from September 30, 2017. In line with the said Decision, the Group
writes off balance sheet assets with highly unlikely recoverability, i.e., makes a full accounting write-off of impaired receivables. Within the meaning of the
aforesaid Decision, the accounting write-off entails transfer of the written-off receivables from the Group’s balance sheet assets to its off-balance sheet

items.

24.3. Breakdown of loans and receivables due from customers is provided below:

in thousands of RSD

Public sector

Corporate customers
Retail customers

Balance at December 31

in thousands of RSD

Public sector

Corporate customers
Retail customers

Balance at December 31

UniCredit 2024 Annual Report and Accounts

Impairment Carrying

Gross Amount Allowance Amount
24,535,131 (98,448) 24,436,683
252,908,018 (6,526,833) 246,381,185
118,063,100 (4,124,246) 113,938,854
395,506,249 (10,749,527) 384,756,722

2023

Impairment Carrying
Gross Amount Allowance Amount
10,813,178 (61,511) 10,751,667
234,340,081 (8,496,645) 225,843,436
112,763,257 (4,888,653) 107,874,604
357,916,516 (13,446,809) 344,469,707
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

24. LOANS AND RECEIVABLES DUE FROM CUSTOMERS
continued

24.4.Corporate loans were mostly approved for maintaining current liquidity (current account overdrafts), finan-
cing working capital and investments. They were used for funding business activities in trade and services,
manufacturing industry, construction industry, agriculture and food industry and other purposes. Short-
term loans were approved for periods ranging from 30 days to a year. Interest rates on short-term loans
with a currency clause index ranged from 1-month, 3-month or 6-month EURIBOR increased by 3.06% on
the average, while RSD short-term loans accrued interest at the rates between 1-month, 3-month or 6-mon-
th BELIBOR increased by 2.73% on the average.

Long-term corporate loans were approved for periods up to 10 years. Interest rate applied to long-term loans with a

currency clause index ranged from 1-month, 3-month or 6-month EURIBOR increased by 3.03% annually on the

average, while RSD long-term loans accrued interest at the rates between 1-month, 3-month or 6-month BELIBOR

increased by 3.09% annually on the average, in line with the other costs and the Group’s interest rate policy.

Finance lease loans were approved to enterprises for purchases of vehicles and equipment at averade fixed interest
rate of 5.73% and variable interest rate based on 3-month EURIBOR increased by 2.89% on the averade The average
financing period of enterprises was up to 4 years. Finance lease loans were approved to individuals for purchases of
vehicles and equipment at average fixed interest rate of 5.97% and variable interest rate based on 3-month EURIBOR
increased by 2.2% on the averade. The averade financing period of individuals was about 4 years.

The Group offers housing loans with fixed, variable and combined interest rates. Housing loans indexed in EUR for
households are approved with a repayment period of 60 to 360 months in the case of the variable and combined
interest rate option, or up to 240 months in the case of fixed interest rate loans.

Loans with a fixed nominal interest rate for amounts over EUR 200,000 were realized at an interest rate ranging from
6.95% to 8.45%. Loans with a combined nominal interest rate, also for amounts over EUR 200,000 are realized at a
fixed interest rate for the first 60 months, with nominal interest rate of 6.45%, while after that period the interest rate
is realized at interest rate of 3.30% increased by the 6-month EURIBOR. Loans with a variable interest rate were rea-
lized at an interest rate ranging of 3.30% increased by the 6-month EURIBOR.

The Group also offers housing loans for private individuals in dinars that are approved for a period of 240 months,
with a variable interest rate of 5% plus a six-month dgrace period.

During 2023, the National Bank of Serbia adopted the Decision on temporary measures for banks related to housing
loans to private individuals, which prescribes temporary measures and activities aimed at preserving the stability of
the financial system, which commercial banks are obliged to apply in order to protect debtors

- users of housing credit and stability of the financial system. The decision came into force on September 13, 2023
and was referring to the first housing loan for the purchase/construction of residential real estate to private individu-
als with a variable interest rate in the amount of up to EUR 200,000 which is secured by a mortgage on residential
real estate. Housing loan users were also subject to a temporary moratorium on nominal interest rate growth during
2024, starting with the first annuity due after October 1, 2023, and ending on December 31, 2024.

By the end of 2024, the application of the aforementioned Decision is completed. From the beginning of 2025, a new
Decision of the National Bank of Serbia on the temporary limitation of interest rates for credit contracts concluded
with private individuals is implemented which apply the limitation of the variable nominal interest rate, so the same
in the period from January 1, 2025 till December 31, 2025, when the Decision expires, it cannot be higher than 5.00%
on an annual basis.

The Group offers loans for investment financing, for working capital, as well as other standard products, including
documentary business products.

The Group has implemented cash flow hedding to hedde adainst exposure to changes in cash flows of loan interest
which have variable interest rate by using interest rate swaps (note 25).
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

24. LOANS AND RECEIVABLES DUE FROM CUSTOMERS

continued

24.5. The concentration of total loans and receivables due from customers per industry was as follows:

in thousands of RSD
Corporate customers

- Energy

- Adriculture

- Construction industry

- Mining and industry

- Trade

- Services

- Transportation and logistics
- Other

Public sector

Retail customers

- Private individuals
- Entrepreneurs

Total
Impairment allowance
Balance at December 31

20,822,101 21,553,778
3,612,990 4,717,906
24,517,027 24,500,650
71,664,164 55,951,500
38,701,641 42,617,129
51,943,564 41,698,483
28,105,981 30,050,956
13,540,550 13,249,679
252,908,018 234,340,081
24,535,131 10,813,178
107,270,716 104,050,130
10,792,384 8,713,127
118,063,100 112,763,257
395,506,249 357,916,516
(10,749,527) (13,446,809)
384,756,722 344,469,707

Structure of loans and receivables to private individuals per loan type is presented in table below:

in thousands of RSD

- Overdrafts

- Consumer loans

- Working capital loans
- Investment loans

- Mortgage loans

- Cash loans

- Credit cards

- Leasing contacts

Total

706,502 632,854
118,941 208,521
1,091,460 991,412
3,261,602 3,594,193
39,780,073 40,593,136
60,062,121 56,018,404
1,581,380 1,282,206
668,637 729,404
107,270,716 104,050,130

Loans to private individuals also include loans to registered agricultural producers.

The Group manages credit risk concentration in portfolio by determining limits. Limits are determined by internal acts

and/or NBS regulations, and they are regularly monitored and reported on.

With defining industrial limits, geographical limits, limit of leverage transactions and through regular monitoring and
reporting of portfolio exposure per segments, products, collateral types etc. the Bank controls credit risk at portfolio

level.

UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

25. HEDGE ACCOUNTING

Net losses on risk hedging include:

in thousands of RSD 2024 2023

Net gains on the change in the value of hedded loans, receivables and securities 243,531 598,008
!\let losses on the changde in the value of derivatives designated as risk hedging (248.012) (603.052)
instruments

Net losses on risk hedging (4,481) (5,044)
25.1. Fair value hedge

The Bank applies accounting for the protection against the risk of Treasury bills of the Republic of Serbia using interest
rate swaps as a hedging instrument, while the hedded risk is interest rate risk.

Information about remaining maturity of interest rate swaps are presented in the following table:

in thousands of RSD Maturity 2024 Maturity 2023
Less than More than Less than More than
1-5 years 1-5 years
1 year 5 years 1 year 5 years
Nominal amount - 16,581,011 - - 15,197,429 1,406,084

Average fixed interest rate - 1.62% - - 1.77% 0.03%

The amounts relating to hedging instrument are presented in the following table:

Line item in the statement of Nominal Carrying amount Nominal Carrying amount

Instrument f ial - t
nancial position amount Assets Liabilities amoun J— Liabilities

Interest Receivables under derivatives

rateswap  ooonared 3 fiskhedging 9829251 338442 - 9842501 553490 ]
P instruments

Interest Liabilities under derivatives

rate swa designated as risk hedging 6,751,760 - 176,956 6,760,922 - 119,337
P instruments
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

25. HEDGE ACCOUNTING continued

25.1 Fair value hedge (continued)

The amounts relating to items designated as hedged items and hedge effectiveness at 31 December 2024 were as follows:

Change in fair

Change in value

Accumulated
amount of fair value
hedgde adjustments

Accumulated amount of fair
value hedde adjustments on the
hedded item included in the

Line item in Yalue of of hedded item s . . carrying amount of the hedged remaining in
. instrument Line item in Ineffectiveness .
. the statement Carrying used for R R item the statement of
Hedded item . used for . the income recognised . I
of financial amount . calculating . financial position for
. calculating statement in profit or loss .
position hedge any hedded items that
hedge . . . area:
ineffectiveness ineffectiveness Assets Liabilities have ceased to be
adjusted for hedding
dains and losses
Treasury bills issued by the
. . . . Net loss from
Republic of Serbia carried Securities 11,176,962 206,627 (204,978) . . 4,536 (204,978) - -
risk hedging
at FVtoCl
Treasury bills issued by the Net loss from
Republic of Serbia carried Securities 5,208,665 70,615 (69,775) 2,308 (69,775) - -

at AC

risk hedging

The amounts relating to items designated as hedged items and hedge effectiveness at 31 December 2023 were as follows:

Change in fair

Change in value

Accumulated
amount of fair value
hedde adjustments

Accumulated amount of fair
value hedde adjustments on the
hedded item included in the

Line item in Yalue of of hedged item . . . carrying amount of the hedged remaining in
. instrument Line item in Ineffectiveness .
. the statement Carrying used for R R item the statement of
Hedded item . used for . the income recognised . .
of financial amount . calculating . financial position for
ire calculating statement in profit or loss .
position hedge any hedged items that
hedge . . I
ineffectiveness ineffectiveness Assets Liabilities have ceased to be
adjusted for hedging
dains and losses
Treasury bills issued by the Net loss from
Republic of Serbia carried ~ Securities 10,838,874 363,513 (366,355) . . 12,575 (366,355) - -
risk hedging
at FVtoCl
Treasury bills issued by the Net loss from
Republic of Serbia carried Securities 5,106,145 151,367 (152,831) 6,052 (152,831) - -

at AC

risk hedging

In this hedging relationships, the main source of ineffectiveness is the effect of Credit/Debit Value and Funding Value adjustment impacting derivative transactions fair value.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

25. HEDGE ACCOUNTING continued

25.2. Cash flow hedge

)
o
o
o
=
™

L=
)
)
)
<.
)
=5

The Group has implemented cash flow hedging to hedde against variability of interest cash flows stemming from

variable rate EUR denominated loans. Considering that part of loans with variable interest rate is financed from sight 2
deposits with fixed or zero interest rate, the Bank has decided to apply cash flow hedge accounting converting highly 3
probable future variable interest cash flows into fixed ones using interest rate swaps. =
m
<,
in thousands of RSD Maturity 2024 Maturity 2023 g
Less than 1 More than Less than 1 More than
1-5 years 1-5 years
year 5 years year 5 years
Nominal amount of hedged item - 1,495,190 6,030,168 - - 8,551,077 g
Averade fixed interest rate - 3.28% 1.04% - - 0.32% r(’u"
2
The amounts relating to hedging instrument are presented in the following table:
T T -
S
Line item in the statement of Nominal Carrying amount Nominal Carrying amount S
Instrument f ial iti t t a
Interest Receivables under derivatives %
designated as risk hedging 3,581,956 88,787 - 4,602,323 83,419 - B
rate swap ) =
instruments
Interest Liabilities under derivatives
designated as risk hedging 3,943,402 - 510,192 3,948,754 - 615,213
rate swap . (=)
instruments 5
B
2
e
S
e
o
=
o
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

25. HEDGE ACCOUNTING continued

25.2 Cash flow hedge (continued)

The amounts relating to items designated as hedged items and hedge effectiveness at 31 December 2024 were as follows:

Balances remaining in the

Changes in the Ineffectiveness cash flow hedde reserve
value of the Changde in value of Line item in the Cash flow . S . .
from hedging relationships

. . . . recognised
hedglng ms?:rument hedded item income statement T T G s hedde reserve for which | hedge accounting
recognised in OCI . .
is no longer applied

Hedded item

Highly probable interest Net loss from risk
cash flows derived from (420,100) 412,732 (11,325) (420,100) -

variable rate loans hedging

The amounts relating to items designated as hedged items and hedde effectiveness at 31 December 2023 were as follows:

Balances remaining in the

(TS (e Ineffectiveness cash flow hedde reserve
value of the Changde in value of Line item in the Cash flow . S . .
from hedging relationships

.. . . recognised
hedgmg |ns‘trument hedged item income statement in profit or Loss hedge reserve for which hedge accounting
recognised in OCI . o
is no longer applied

Hedded item

Highly probable interest Net loss from risk
cash flows derived from (535,588) 543,803 (23,671) (535,588) -

variable rate loans hedging

Generally, the Group is always in under hedged position (not targeting full offset since hedge item will be lower than hedge eligible item). Ineffectiveness
could appear when:

— The FV of the derivatives is higher than the FV of the hedged underlying with regard to the heddged interest rate risk. Hypothetical derivative change
in Fair value might not reflect collateralized contract (usage of collateralize hedging derivatives is a source of ineffectiveness). Currently, there is no
clear plan to switch to collateral module in Murex (module which supports credit support annex agreements (CSA)) for CEE countries, including Ser-
bia. As the revaluation in Murex (and risk) systems will not consider collateralization to compute the FV (by adopting a specific discounting curve, eg
ESTER), ineffectiveness situations are not expected.

— Deterioration in credit risk of the hedging instrument counterparty affects the cash flows and reduces the fair value of the derivative. However if this
is the case Group’s strateqy covers revoking the designation of such derivatives and replacing them with new ones from a counterparty with sound
credit standing. In this hedging relationships, the only source of ineffectiveness is the effect of Credit/Debit Value and Funding Value adjustment
impacting derivative transactions fair values.

160 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken UniCredit 2024 Annual REDOF’[ and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

26. INTANGIBLE ASSETS

26.1. Intangible assets, net:

in thousands of RSD

Software and licenses 1,607,522 1,569,936
Investments in progress 796,304 952,519
Balance at December 31 2,403,826 2,522,455

26.2. Movements in intangible assets in 2024 are presented in the table below:

Software and Investment in

in thousands of RSD . Total
licences Progress
Cost
Balance at January 1, 2024 6,770,588 952,519 7,723,107
Additions - 463,807 463,807
Transfer from investment in progress 612,187 (612,187) -
Impairment losses (2,547) - (2,547)
Other (7,791) (7,835) (15,626)
Balance at December 31, 2024 7,372,437 796,304 8,168,741
Accumulated amortization and impairment losses
Balance at January 1, 2024 5,200,652 - 5,200,652
Amortization charge for the year 566,866 - 566,866
Impairment losses (2,207) - (2,207)
Other (396) - (396)
Balance at December 31, 2024 5,764,915 - 5,764,915
Net book value at December 31, 2024 1,607,522 796,304 2,403,826
Net book value at January 1, 2024 1,569,936 952,519 2,522,455
UniCredit 2024 Annual REDOI't and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken 161
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

26. INTANGIBLE ASSETS continued

26.3. Movements in intangible assets in 2023 are presented in the table below:

in thousands of RSD Softw?re and L Total
licences Progress

Cost

Balance at January 1, 2023 6,587,706 517,269 7,104,975
Additions - 671,099 671,099
Transfer from investment in progress 220,643 (220,643) -
Impairment losses (28,699) (6,709) (35,408)
Other (9,062) (8,497) (17,559)
Balance at December 31, 2023 6,770,588 952,519 7,723,107
Accumulated amortization and impairment losses

Balance at January 1, 2023 4,635,284 - 4,635,284
Amortization charge for the year 593,417 - 593,417
Impairment losses (26,987) - (26,987)
Other (1,062) - (1,062)
Balance at December 31, 2023 5,200,652 - 5,200,652
Net book value at December 31, 2023 1,569,936 952,519 2,522,455
Net book value at January 1, 2023 1,952,422 517,269 2,469,691

27. PROPERTY, PLANT AND EQUIPMENT

27.1. Property, plant and equipment comprise:

in thousands of RSD L 2024 2023

Buildings 740,704 610,605
Equipment and other assets 606,201 570,435
Leasehold improvements 167,112 134,362
Investments in progress 210,626 238,259
Right-of-use assets 1,231,642 1,482,855
Balance at December 31 2,956,285 3,036,516
162 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOV”'[ and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

27. PROPERTY, PLANT AND EQUIPMENT continued

27.2. Movements in property and equipment in 2024 are presented below:

_— Equipment Leasehold Investments in Right-of-use

el e I O improvements progress assets
in thousands of RSD assets
Cost/Revalued value
Balance at January 1, 2024 857,277 2,495,677 642,161 238,259 3,676,371 7,909,745
Additions - - - 324,534 42,461 366,995
Transfer from investments in progress 32,861 227,644 91,551 (352,056) - -
Disposal and retirement - (101,544) (28,616) (111) (74,157) (204,428)
Effect of the change in fair value 162,086 - - - - 162,086
Other - - - - - -
Modifications - - - - 224,826 224,826
Balance at December 31, 2024 1,052,224 2,621,777 705,096 210,626 3,869,501 8,459,224

Accumulated depreciation and
impairment losses

Balance at January 1, 2024 246,672 1,925,242 507,799 - 2,193,516 4,873,229
Depreciation chardge for the year 15,363 185,443 58,801 - 508,659 768,266
Disposal and retirement - (95,109) (28,616) - (64,316) (188,041)
Effect of the change in fair value 49,485 - - - - 49,485
Balance at December 31, 2024 311,520 2,015,576 537,984 2,637,859 5,502,939
;‘g;:’”k value at December 31, 740,704 606,201 167,112 210,626 1,231,642 2,956,285
Net book value at January 1, 2024 610,605 570,435 134,362 238,259 1,482,855 3,036,516

As of December 31, 2024, Group has hired a certified appraisers OAC Property Services DOO Belgrade and CBS International d.o.o. Bel-
grade to assess the fair value of the properties used for performance of Group’s own business activity in accordance with IFRS 13. The
appraisers determined the fair, liquidation and construction value of each individual property using the income approach for 10 proper-
ties and comparative approach for 2 property, weighting of the values obtained by the Market Transaction Comparison Method and the
Yield Capitalization Method with 50% each for 1 real estate, as well as valuation techniques for which there were sufficient available
data. Given that in the real estate market of the Republic of Serbia there are no quoted prices or prices achieved for properties identical
to those owned by the Group, the appraiser used Level 2 and Level 3 inputs in the fair value assessment. Level 2 inputs are observable
from the market data such as publicly available information on the transactions reflecting the assumptions that the other market par-
ticipants would use. Level 3 inputs are assumed (unobserved) inputs developed by the appraiser using the best information available
in the current circumstances.

If the Group had continued to apply the cost model (from 31.12.2019 the Group uses the revaluation method), the net present value
as of December 31,2024 would have been RSD 503,248 thousand for property used for performance of the Group’s business activity.
The Group does not have pleddged property, plant and equipment.

UniCredit 2024 Annual REDOI't and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken 163
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

27. PROPERTY, PLANT AND EQUIPMENT continued

27.3. Movements in property and equipment in 2023 are presented below:

_— Equipment Leasehold Investments in Right-of-use

el e I O improvements progress assets
in thousands of RSD assets
Cost/Revalued value
Balance at January 1, 2023 844,211 2,345,824 587,905 115,079 3,424,507 7,317,526
Additions - 5,348 - 346,876 71,975 424,199
Transfer from investments in progress - 156,121 64,649 (220,770) - -
Disposal and retirement - (11,616) (10,393) - (118,134) (140,143)
Effect of the change in fair value 13,066 - - - - 13,066
Other - - - (2,926) - (2,926)
Modifications - - - - 298,023 298,023
Balance at December 31, 2023 857,277 2,495,677 642,161 238,259 3,676,371 7,909,745

Accumulated depreciation and
impairment losses

Balance at January 1, 2023 229,227 1,748,088 469,506 - 1,766,794 4,213,615
Depreciation charde for the year 13,603 187,219 48,686 - 498,570 748,078
Disposal and retirement - (10,065) (10,393) - (71,848) (92,306)
Effect of the change in fair value 3,842 - - - 3,842
Balance at December 31, 2023 246,672 1,925,242 507,799 2,193,516 4,873,229
2‘;;:”" value at December 31, 610,605 570,435 134,362 238,259 1,482,855 3,036,516
Net book value at January 1, 2023 614,984 597,736 118,399 115,079 1,657,713 3,103,911

27.4. The right-of-use assets include:

in thousands of RSD 2024 2023

Business premises 1,198,731 1,428,100
Storage and warehouse area 1,081 1,836
Parking spots 23,803 40,293
Automobiles 6,558 12,349
Other equipment 1,469 277
Balance at December 31 1,231,642 1,482,855
164 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual Report and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued

December 31, 2024

27. PROPERTY, PLANT AND EQUIPMENT continued

27.5. Movements in the right-of-use assets during 2024 are presented below:

in thousands of RSD

Gross carrying value
Balance at January 1, 2024
Additions

Disposal and retirement
Modifications

- positive effects

- nedative effects

Balance at December 31, 2024
Accumulated depreciation

Balance at January 1, 2024
Depreciation charge

Balance at December 31, 2024
Net book value at December 31, 2024

27.6. Movements in the right-of-use assets during 2023 are presented below:

in thousands of RSD

Gross carrying value
Balance at January 1, 2023
Additions

Disposal and retirement
Modifications

- positive effects

- negative effects

Balance at December 31, 2023
Accumulated depreciation

Balance at January 1, 2023
Depreciation charge

Balance at December 31, 2023
Net book value at December 31, 2023

UniCredit 2024 Annual Report and Accounts

Business Storadge and Parking . Other
. Automobiles .

premises warehouse SpOtS eqU|pment
3,506,354 5,271 117,026 38,107 9,613 3,676,371
40,830 - - - 1,631 42,461
(73,473) - - - (684) (74,157)
222,587 55 1,201 - 983 224,826
222,587 55 1,201 - 983 224,826
3,696,298 5,326 118,227 38,107 11,543 3,869,501
2,078,254 3,435 76,733 25,758 9,336 2,193,516
482,945 810 17,691 5,791 1,422 508,659
(63,632) - - - (684) (64,316)
2,497,567 4,245 94,424 31,549 10,074 2,637,859
1,198,731 1,081 23,803 6,558 1,469 1,231,642
Busnr]ess Storade and Parking Automobiles ' Other Total

premises warehouse spots equipment
3,263,595 5,053 112,387 35,617 7,855 3,424,507
67,824 - - 2,490 1,661 71,975
(118,134) - - - - (118,134)
298,862 218 4,639 - 97 303,816
(5,793) - - - (5,793)
293,069 218 4,639 - 97 298,023
3,506,354 5,271 117,026 38,107 9,613 3,676,371
1,676,755 2,648 59,557 20,094 7,740 1,766,794
473,347 787 17,176 5,664 1,596 498,570
(71,848) - - - - (71,848)
2,078,254 3,435 76,733 25,758 9,336 2,193,516
1,428,100 1,836 40,293 12,349 277 1,482,855
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

28. INVESTMENT PROPERTY

w
o
2
Movements in investment property in 2024 are presented below: 23
D
5
in thousands of RSD Investment In.vestments Total
property in progress
Fair value 2
Balance at January 1, 2024 7,734 - 7.734 §
Effect of the change in fair value 3,967 - 3,967 )
Balance at December 31, 2024 11,701 - 11,701 E
m
s

Certified Appraiser NAI WMG doo, Belgrade performed assessment of the fair value of investment property for the

purpose of financial reporting as of December 31,2024 in accordance with IFRS 13. The appraiser determined the fair, a
liquidation and construction value of each individual property using the income approach as well as appraisal tech- év’
niques for which sufficient data were available. 2
If the Group had continued to apply the cost model (from 31.12.2019 the Group uses the fair value), the net present
value as of December 31,2024 would have been RSD 1,134 thousand for investment property. o
s
z
z
29. OTHER ASSETS
29.1. Other assets relate to: §
pe]
in thousands of RSD | 2024 2023 [NENNE
Other assets in RSD: é’
Fee and commission receivables calculated per other assets 155,708 160,956 2
Advances paid, deposits and retainers 68,456 45,379
Receivables per actual costs incurred 103,310 103,415
Receivables from the RS Health Insurance Fund 79,204 74,383 g
Other receivables from operations 1,422,094 971,259 2
Assets acquired in lieu of debt collection 14,059 6,843
Receivables for prepaid taxes and contributions - 16,327
Accrued other income receivables 53,139 35,166
Deferred other expenses 367,007 135,082
Total: 2,262,977 1,548,810
- from which: Other assets in RSD from related parties 72,149 70,803

Other assets in foreign currencies:
Fee and commission receivables calculated per other assets

Other receivables from operations 663,751 249,876
Accrued other income receivables 393,593 199,536
Total: 1,057,344 449,412
-from which: Other assets in foreign currencies from related parties 704,219 -
Total 3,320,321 1,998,222
Impairment allowance (59,054) (79,721)
Balance at December 31 3,261,267 1,918,501
UniCredit 2024 Annual REDOI't and Accounts TRANSLATION NOTE: This is a translation of the original document issued in the Serbian languade. All due care has been taken 166

to produce a translation that is as faithful as possible to the original. However, if any questions arise related to
interpretation of the information contained in the translation, the Serbian version of the document shall prevail.



Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

29. OTHER ASSETS continued

29.2. Movements on the impairment allowance accounts of other assets during the year are provided in the table

below:
Individual Collective

in thousands of RSD 2024 2023 2024 2023
Balance at January 1 (1,543) (4,110) (78,178) (60,070)
Impairment losses:

Change for the year (9,169) (11,983) (138,915) (158,891)

Foreign exchange effects - - (49) 88

Write-off with debt acquittal - - 205 388

Write-off without debt acquittal 7,844 14,550 160,751 140,307
Total for the year (1,325) 2,567 21,992 (18,108)
Balance at December 31 (2,868) (1,543) (56,186) (78,178)

30. LIABILITIES UNDER DERIVATIVE FINANCIAL
INSTRUMENTS

Liabilities under derivative financial instruments include:

in thousands of RSD 2024 2023

Types of instruments:

- currency swaps and forwards 13,293 20,775
- interest rate swaps 1,693,591 2,098,367
Balance at December 31 1,706,884 2,119,142
167 TRANSLATION NOTE: This is a translation of the original document issued in the Serbian language. All due care has been taken UniCredit 2024 Annual REDOV”'[ and Accounts
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

31. DEPOSITS AND OTHER LIABILITIES DUE TO BANKS,
OTHER FINANCIAL INSTITUTIONS AND THE CENTRAL
BANK

31.1. Deposits and other liabilities due to banks, other financial institutions and the central bank include:

v
~
=
Q
—
D
=
o
e
D
=
D
=

a
in thousands of RSD [ 2024 203NN %
Demand deposits: %
-inRSD 15,424,967 6,510,562 E
- in foreign currencies 1,995,169 3,092,351
Total demand deposits 17,420,136 9,602,913 -

w

(9]
Overnight deposits: rs;"o
-inRSD 4,396,456 1,444,582 5
- in foreign currencies 2,350,876 519,934
Total overnight deposits 6,747,332 1,964,516

(=)

o
Short-term deposits: %
-in RSD 9,613,079 6,182,571 =
- in foreign currencies 15,825,751 21,953,561 %
Total short-term deposits 25,438,830 28,136,132 §
Long-term deposits:

-in RSD 573,393 241,307 o
- in foreign currencies 47,134,380 44,474,935 é
Total long-term deposits 47707773 44,716,242 ‘é
e
Long-term borrowings: 2
-inRSD 2,599,389 6,459,576
- in foreign currencies 67,374,544 54,853,922
Total long-term borrowings 69,973,933 61,313,498 g

Other financial liabilities:

-inRSD - 137
- in foreign currencies 1,392,580 433,339
Total other financial liabilities 1,392,580 433,476
Balance at December 31 168,680,584 146,166,777

Short-term RSD deposits were placed by other banks for periods of up to a year at annual interest rates up to 5.55%,
while short-term foreign currency deposits of other banks maturing within a year accrued interest at the rates ranging
from 2.70% to 5.15% annually, depending on the currency. The Group received long-term foreign currency deposits
placed by banks for periods up to 15 years at interest rates ranging from 3.29% to 6.67% per annum.
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

31.DEPOSITS AND OTHER LIABILITIES DUE TO BANKS,
OTHER FINANCIAL INSTITUTIONS AND THE CENTRAL
BANK continued

31.2. Breakdown of long-term borrowings from banks is provided below:

in thousands of RSD | 2024 2023
European Bank for Reconstruction and Development (EBRD) 21,751,395 19,484,080
Kreditanstalt fur Wiederaufbau Frankfurt am Main (KfW) 5,495,454 4,762,981
European Investment Bank, Luxembourg 8,015,450 7,150,384
Casa depositi e prestiti Spa, Roma 4,696,208 4,687,766
European Fund for Southeast Europe SA, Luxembourg 5,051,175 6,696,411
Green for Growth Fund, Southeast Europe, Luxembourg 10,993,263 7,838,190
UniCredit S.PA. Milano 13,970,988 10,693,686
Balance at December 31 69,973,933 61,313,498

The above listed long-term borrowings were approved to the Group for periods from 3 to 15 years at nominal interest
rates up to 6.79% per annum.
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December 31, 2024

32. DEPOSITS AND OTHER LIABILITIES DUE TO CUSTOMERS

32.1. Deposits and other liabilities due to customers comprise:

in thousands of RSD
Demand deposits:

-in RSD 180,818,104 157,757,344
- in foreign currencies 146,061,624 129,942,863
Total demand deposits 326,879,728 287,700,207
Overnight deposits:

-in RSD 1,567,398 1,758,511

- in foreign currencies 4,271,197 1,985,323
Total overnight deposits 5,838,595 3,743,834
Short-term deposits:

-in RSD 48,639,129 29,717,947

- in foreign currencies 51,400,948 41,749,537
Total short-term deposits 100,040,077 71,467,484
Long-term deposits:

-in RSD 8,133,255 3,904,049

- in foreign currencies 20,792,370 21,831,079
Total long-term deposits 28,925,625 25,735,128
Long-term borrowings:

- in foreign currencies 81,443 167,621
Total long-term borrowings 81,443 167,621
Other financial liabilities:

-in RSD 1,465 57,172

- in foreign currencies 2,015,862 863,958
Total other financial liabilities 2,017,327 921,130
Balance at December 31 463,782,795 389,735,404
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

32. DEPOSITS AND OTHER LIABILITIES DUE TO CUSTOMERS
continued

32.2. Breakdown of deposits and other liabilities due to customers:

in thousands of RSD 2024 2023

Public sector 397,839 406,266
Corporate customers 313,663,814 256,753,402
Retail customers 149,639,699 132,408,115
Long-term borrowings (Note 32.3) 81,443 167,621
Balance at December 31 463,782,795 389,735,404

RSD demand deposits of corporate customers accrued interest at the annual rate of 0.62% on the average, while
EUR- denominated demand deposits accrued interest at the annual rate of 0.36%. Corporate RSD term deposits ac-
crued interest at the rates up to 4.73% annually on the average, while EUR-denominated corporate deposits were
placed at an interest rate of 3.35% per annum.

The Group did not calculate Interest rate for newly opened demand deposits in RSD and foreign currency, as well as
for current accounts in foreign currency for retail customers during 2024.

Short-term foreign currency deposits of retail customers were placed at interest rates ranging up to 5.8% annually,
depending on the currency and maturity. Short-term dinar deposits on the other hand were placed at interest rates
up to 5.7% annually, depending on the maturity.

RSD deposits placed by small business clients and entrepreneurs were deposited at annual interest rates up to 5%
depending on the period of placement, while foreign currency deposits for these customers were placed at the rates
up to 3.7% annually, depending on the period and currency.

32.3. Breakdown of long-term foreign currency borrowings from customers is provided below:

in thousands of RSD 024 2023

NBS - European Investment Bank, Luxembourg 81,443 167,621
Balance at December 31 81,443 167,621

Long-term borrowings obtained from customers were approved to the Group for periods from 8 to 13 years at nomi-
nal interest rates to 2.98% per annum.
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December 31, 2024

33. FINANCIAL LIABILITIES MOVEMENT
(FROM FINANCING ACTIVITIES)

)
o
o
o
=
™

L=
)
)
)
<.
)
=5

Table below presents changes in liabilities from financing activities, including cash based as well as not cash based
changes. Liabilities from financing activities are those which cash flows are classified as cash flows from financing

activities in cash flow statement. g

=]

D,

Long-term borrowings from banks Long-term borrowing from customers ;—j

in thousands of RSD

Balance at January 1 61,313,498 61,131,544 167,621 223,977 g
Cash inflow (new borrowing) 25,932,315 16,256,532 - -
Cash outflow (repayment) (17,180,088) (16,115,431) (85,563) (56,231)

o . m
Tot..al.c'hange in cash flows from financing 8752227 141,101 (85,563) (56,231) @
activities »
Foreign exchange effects (61,023) (42,087) (213) (255) §
Accrued and deferred interest (30,769) 82,940 (402) 130
Balance at December 31 69,973,933 61,313,498 81,443 167,621 &

o
&
)
a
P
3
34.PROVISIONS -
[ ]
34.1. Provisions relate to: %’
o
QU
in thousands of RSD 2024 2023 [N
Individual provisions for off-balance sheet items 174,780 307,865 %"
Collective provisions for off-balance sheet items 1,064,176 1,230,059 =
Provisions for other long-term employee benefits 114,442 145,591
Provisions for potential litigation losses 3,322,665 3,765,892
Balance at December 31 4,676,063 5,449,407 %
(02}

34.2. Movements on the accounts of provisions during the year are provided below:

Collective Provisions for
Individual Provisions Provisions for Long-Term Provisions for
. for Off - Balance Off - Balance Employee Potential Litigation
in thousands of RSD Sheet Items Sheet Items Benefits Losses (Notes 3(w),
(Notes (b) and 5(i) (Notes 4(b) (Notes 3(y) 5(vii) and 40.1)
and 5(i) and 5(viii)
Balance at January 1 307,865 1,230,059 145,591 3,765,892 5,449,407
Charde for the year:
- in the income statement 767,937 132,254 9,660 937,661 1,847,512

- in the statement of other

- - - (35,615) - (35,615)
comprehensive income

767,937 132,254 (25,955) 937,661 1,811,897

Release of provisions - - (5,194) (468,427) (473,621)

Reversal of provisions (Notes 12 and 17) (901,022) (298,137) - (912,461) (2,111,620)

Balance at December 31 174,780 1,064,176 114,442 3,322,665 4,676,063
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35. DEFERRED TAX ASSETS AND LIABILITIES

35.1. Deferred tax assets and liabilities relate to:

in thousands of RSD Assets Liabilities Net Assets Liabilities Net
Difference in net carrying amount of tangible

- . 34,639 - 34,639 52,492 - 52,492
assets for tax and financial reporting purposes
Deferred tax assets in respect of unrecognized 593,943 i 593,943 609.799 i 609.799
current year expenses
Deferred tax as.setg on gains/losses in respect of 63,015 i 63,015 80,338 ) 80,338
cash flow hedging instruments
Deferred tax liabilities as per change in the
value of fixed assets (34,648) (34,648) (18,294) (18,294)
Deferreq tax (llablllt'le‘s)/assets arising from i (81,042) (81,042) 178,469 i 178,469
revaluation of securities
Deferred tax (liabilities)/ assets in respect of
actuarial losses on defined benefit plans (3.890) (3.890) 1452 145¢
Total 691,597 (119,580) 572,017 922,550 (18,294) 904,256

35.2. Movements on temporary differences during 2024 are presented as follows:

Recognized

in thousands of RSD Balance at Recognized in in Other Balance at

January 1 Profit or Loss Comprehensive December 31
Income

Difference in net carrying amount of tangible assets for

tax and financial reporting purposes 52,492 (17.853) i 34,639
\I/):;’trererfset::eissets in respect of unrecognized current 609.799 (15.856) i 593,943
Deferred tax assets on dains/losses in respect of cash

flow hedging instruments 80,338 i (17,323) 63,015
aD:;’strged tax liabilities as per change in the value of fixed (18.294) i (16.354) (34,648)
cl?feigrcrjrciiti?: (liabilities)/assets arising from revaluation 178,469 i (259.511) (81.042)
Deferred tax (liabilities)/assets in respect of actuarial

losses on defined benefit plans 1452 (5.342) (3,890)
Total 904,256 (33,709) (298,530) 572,017
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36. OTHER LIABILITIES

36.1. Other liabilities include:

in thousands of RSD 2024 2023

Advances received. deposits and retainers:

)
o
o
o
=
™

L=
)
)
)
<.
)
=5

-inRSD 179,904 199,993 =
- in foreign currencies 1,345 2,106 2
Trade payables: =
-inRSD 370,791 462,267 2
- in foreign currencies 196,343 468,979 g
Lease liabilities (Note 36.2):
-inRSD 472,181 434,266
- in foreign currencies 792,585 1,109,021 §
Other liabilities: 5
-inRSD 1,757,338 1,755,517 g
- in foreign currencies 3,068,199 4,251,596
Fees and commissions payable per other liabilities:
-inRSD 137 861 =
- in foreign currencies 204 38 é
Deferred other income: %
-inRSD 762,079 655,896 S
- in foreign currencies 141,684 193,735 §
Accrued other expenses: -
-inRSD 704,274 679,119
- in foreign currencies 55,887 35,781
Taxes and contributions payable 72,857 66,362 g
pe]
Balance at December 31 8,575,808 10,315,537 %
'(93‘
36.2. Breakdown of maturities of the lease liabilities is provided below:
2
in thousands of RSD Undiscounted Undiscounted =
Present value Present value
cash flows cash flows
Maturity:
- within a year 496,846 537,765 503,286 547,385
- within 2 years 303,953 330,702 452,344 482,736
- within 3 years 176,108 192,633 248,949 267,529
- within 4 years 134,658 143,617 136,931 148,141
- within 5 years 72,539 77,159 83,066 88,742
- after 5 years 80,662 89,232 118,711 129,421
Balance at December 31 1,264,766 1,371,108 1,543,287 1,663,954
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36. OTHER LIABILITIES continued

36.3. Breakdown of the total payments, i.e., outflows per lease arrangements is provided below:

in thousands of RSD | 2024 2023]
Fixed payments 271,273 320,246
Variable payments 311,034 233,480
Total outflows: 582,307 553,726

Variable payments that are included in the measurement of the lease liabilities are payments dependent on an index.
Out of the total outflows of RSD 582,307 thousand, RSD 532,146 thousand pertains to the repayment of principal,
which is presents within cash flows from financing activities, while RSD 50,161 thousand refers to the payment of
interest, which is presented within cash flows from operating activities in the Group’s statement of cash flows.

36.4. Breakdown of income and expenses per lease arrangements is provided in the following table:

in thousands of RSD 2024 2023

Depreciation charde of the right-of-use assets (Note 27.5, 27.6) (508,659) (498,570)
Interest expenses per lease liabilities (Note 7) (50,161) (50,329)
Rental costs (Note 18.2) (441,596) (422,012)
Sublease income 423 -
Balance at December 31 (999,993) (970,911)

37. RECONCILIATION OF OUTSTANDING BALANCES OF
RECEIVABLES AND LIABILITIES WITH CREDITORS AND
DEBTORS

In accordance with the Law on Accounting, the Group reconciled its balances of payables and receivables with its
debtors and creditors.

Unreconciled receivables totaled to RSD 6,373,461 thousand (723 open items) which represents 1.30% of total amo-
unt of receivables for balance reconciliation (RSD 489,761,320 thousand), i.e. 2.40% of total number of receivable
items (30,106 open items).

Unreconciled liabilities totaled to RSD 20,502,683 thousand (2,180 open items) which represents 4.42% of total
amount of liabilities for balance reconciliation (RSD 464,278,620 thousand), i.e. 3.99% of total number of items of
liabilities (54,622 open items).

Unreconciled receivables and liabilities comprise mostly of receivables and liabilities for which Group has not received
confirmations from debtors and creditors.
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38.EQUITY

38.1. Equity is comprised of:

in thousands of RSD 2024 2023

M3INY J1H318.11S

Issued capital — share capital 23,607,620 23,607,620

Share premium 562,156 562,156 2

Retained earnings 25,356,317 19,760,286 §

Reserves 63,534,549 53,534,881 ::%

Balance at December 31 113,060,642 97,464,943 %
s

As of December 31, 2024, the Group’s share capital totaled RSD 23,607,620 thousand and comprised 2,360,762
common stock (ordinary) shares with the individual par value of RSD 10,000. All shares issued by the Group are ordi-

nary shares. The number of shares as of December 31, 2024, is the same as on December 31, 2023. Q
Ordinary shareholders are entitled to dividend payment pursuant to the relevant decision on profit distribution ena- i1
cted by the Bank’s Supervisory Board and to one vote per share in the Bank’s Shareholder General Meeting. 2
Reserves from fair value adjustments relate to the net cumulative chandes in the fair values of securities measured
at fair value through other comprehensive income, changes in fair value of property, plant and equipment and chan- o
ges in fair value of derivatives used as cash flow hedge instruments. g
2
38.2. Breakdown of other comprehensive income after taxes is provided in the table below: =
o
in thousands of RSD 2024 2023 ~
Actuarial losses per defined employee benefits 30,273 17,104
Net fair value adjustments of debt financial instruments measured at FVtOCI 1,476,079 1,730,582
!\Iet faw value adjustments of debt financial instruments measured at FVtOCI due to (5.518) 56.470 c
impairment °
Net fair value adjustments of fixed assets 92,671 6,030 j:o
Net change related to cash flow hedging instruments 98,165 298,313 %’
Other comprehensive income after taxes 1,691,670 2,108,499 ~
Q
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December 31, 2024

39. CASH AND CASH EQUIVALENTS

Breakdown of cash and cash equivalents as reported within the statement of cash flows and reconciliation with state-

ment of financial position is provided below:

in thousands of RSD
In RSD:

Gyro account (Note 20) 97,673,774 87,629,697
Cash on hand (Note 20) 6,501,775 4,360,266
104,175,549 91,989,963

In foreign currencies:
Foreign currency accounts (Note 23) 3,323,409 5,949,600
Cash on hand (Note 20) 1,824,488 2,900,900
Other cash funds (Note 20) 35,205 35,152
5,183,102 8,885,652
Cash and cash equivalents in Statement of Cash Flow 109,358,651 100,875,615
Obligatory foreign currency reserve held with NBS (Note 20) 38,287,906 35,585,709
Liquid surplus funds deposited with NBS (Note 20) 47,005,875 -
Foreign currency accounts (Note 23) (3,323,409) (5,949,600)
Impairment allowance (Note 20) (8) (8)
Cash and cash equivalents in Statement of Financial Position 191,329,015 130,511,716

40. CONTINGENT LIABILITIES AND COMMITMENTS

40.1. Litigation

As of December 31, 2024, there were 18,064 legal suits filed against the Group (including 14 labor lawsuits) with
claims totaling RSD 1,824,683 thousand. In 124 of these proceedings plaintiffs are legal entities and in 17,940 pro-
ceedings private individuals appear as plaintiffs/claimants.

The Group made provisions of RSD 3,322,665 thousand in respect of the ledal suits filed adainst it (Note 34). The
aforesaid amount of provisions includes those for the labor lawsuits filed, lawyers’ fees and administrative taxes from
appeals and revisions. In the majority of lawsuits filed against the Group, both individuals and legal entities in the
capacity of plaintiffs, they mostly refer to lawsuits for loan processing fees (cash and housing), loan monitoring fees
and fees to NKOSK, and to a lesser extent to lawsuits for exchange rate differences, interest rates, currency clauses
and changed circumstances, as the basis of the dispute. The subject of the lawsuits is also the determination of the
nullity of the mentioned provisions of the loan agreement and the acquisition without grounds.

The Group uses the following parameters for defining provisions: value of the case, evidence of the plaintiffs, the trend
of lawsuits both in terms of the frequency of court proceedings, as well as in terms of the type and outcome of court
proceedings, based on existing court practice, real the jurisdiction of the court conducting the proceedings, the status
of the court case (court taxes and costs of attorneys of plaintiffs in first-instance, second-instance proceedings under
extraordinary legal remedies) and all other relevant facts that they may have a direct or indirect influence on the
outcome of the court case.
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40. CONTINGENT LIABILITIES AND COMMITMENTS

continued
40.1. Litigation (Continued)

Based on defined parameters, the Group defines the level of risk for each court case:

> Group A: risk of outflow is less than 50%;
> Group B: risk of outflow is between 50% and 90%;
> Group C: risk of outflow is 90% and above.

Provisions are made for cases from group B and C in the amount of the lawsuit increased by the estimated amount
of interest and costs of procedure. Provisions are made for cases group C in the amount of the law suit increased by
the 100% of the amount of interest in mass disputes or the estimated amount of interest in certain disputes plus the
assumed costs of the procedure, which are calculated in accordance with the Guidelines for provisioning, depending
on which dgroup it belongs to the amount of the claim, the status of the case and in accordance with the assessment
of the certainty of the dispute, with the fact that there is a possibility to determine a different amount of the provisi-
on if it is assessed differently for a specific case.

For certain lawsuits, provisions were not made in the exact amount of the claim, primarily based on the estimate of
the outcome of such suits as favorable for the Group, i.e., the estimate that the Group will incur no outflows in respe-
ct of those legal suits or that there are minor contingent liabilities at issue, which require no provisioning. The Group
estimates adequacy of provisions every 6 months and more often if necessary.

40.2. Off-balance sheet exposed to credit risk are presented in table below:

in thousands of RSD 04

Off-Balance Sheet Items Provisions for Off - Balance
exposed to credit risk Sheet Items
Guarantees and other irrevocable commitments 178,721,537 (923,326)
Other Off-Balance Sheet Items 140,307,099 (315,630)
Balance at December 31 319,028,636 (1,238,956)
in thousands of RSD 2023
Off-Balance Sheet Items Provisions for Off - Balance
exposed to credit risk Sheet Items
Guarantees and other irrevocable commitments 126,564,335 (682,569)
Other Off-Balance Sheet Items 157,271,153 (855,355)
Balance at December 31 283,835,488 (1,537,924)
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Financial Report for the Year 2024 »» Notes to the Consolidated Financial Statements continued
December 31, 2024

40. CONTINGENT LIABILITIES AND COMMITMENTS
continued

40.3.The Group’s contingent liabilities are provided in the table below:

in thousands of RSD 2024 2023

Contingent liabilities
Payment guarantees

-in RSD 15.595.996 15.104.644

- in foreign currencies 20.197.533 20.559.330
Performance dguarantees

-inRSD 101.690.977 86.917.444

- in foreign currencies 7.726.918 4.224.059
Letters of credit

- in foreign currencies 3.070.175 2.129.938
Foreign currency sureties received 12.585.603 10.610.730
Irrevocable commitments for undrawn loans 40.164.115 30.538.785
Other irrevocable commitments 39.083.434 36.074.399
Balance at December 31 240.114.751 206.159.329

In the ordinary course of business, the Group enters into agreements for contingent liabilities held in off-balance sheet
record, which include guarantees, letters of credit, unused credit lines and credit card limits. These financial liabilities
are recognized in the balance sheet if and when they become payable.

40.4. Breakdown of the Group’s irrevocable commitments is provided below:

in thousands of RSD 2024 2023

Commitments

Current account overdrafts approved 3.319.721 5.678.614
Unused portion of approved credit card loan facilities 2.216.838 1.845.229
Unused framework loans 33.797.323 22.930.427
Letters of intent 830.233 84.515
Other irrevocable commitments 39.083.434 36.074.399
Balance at December 31 79.247.549 66.613.184

40.5.The Group’s undrawn foreign line of credit funds amounted to RSD 11,568,911 thousand as of December 31,
2024 (2023: RSD 11,568,911 thousand).
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41. RELATED PARTY DISCLOSURES

M3INY J1H318.11S

The Group is under control of UniCredit S.p.A., Milan, domiciled and redistered in Italy, which is the sole owner of the
Group's common stock shares (100%). Related parties of the Group are: parent bank, subsidiaries of the Group, enti-
ties that are members of the same group or are under joint control, members of the Board of Directors and the Audit
Committee, the Management Board and manaders who as members of the Group’s board (ALCO and credit commi-
ttees) have the authority and responsibility to plan, direct and control the activities of the Group (“key management”),
close family members of key management as well as legal entities that are under the control or influence of key
management and close members of their families, in accordance with IAS 24.
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In the normal course of business, a number of banking transactions are performed with related parties. These include
loans, deposits, investments in equity securities and derivative instruments.
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41.1. Related party transactions =
Exposures and liabilities as of December 31, 2024, arising from related party transactions are presented below: o
T -
in thousands of RSD Parent Key Other rela.tec’it =
Bank management parties &
Financial assets 2
- Loans, receivables and other assets 30.115.994 118.171 4.348.948
Financial liabilities
- Deposits and other liabilities 60.820.167 179.136 2.301.081 g
Off balance sheet items é
- Contingent liabilities for given guarantees and sureties 4.696.056 - 8.117.528 ?:o
- Commitments for undrawn loans - 411 1.489.009 %’
- Received guarantees and sureties 5.358.829 - 7.231.182 -
- Liabilities for guarantees issued in favor of creditors of the bank 12.585.603 - -
- Nominal value of the derivatives 74.593.227 - -
o

Exposures and liabilities as of December 31, 2023, arising from related party transactions are presented below:

in thousands of RSD Parent Key Other rela.te(;'lt
Bank management parties
Financial assets
- Loans, receivables and other assets 24.244.664 88.307 2.132.549
Financial liabilities
- Deposits and other liabilities 60.893.333 120.457 2.456.247
Off balance sheet items
- Contingent liabilities for given guarantees and sureties 4.081.645 - 9.006.543
- Commitments for undrawn loans - 411 1.820.683
- Received guarantees and sureties 4.960.565 - 10.575.131
- Liabilities for quarantees issued in favor of creditors of the bank 10.610.730 - -
- Nominal value of the derivatives - - 66.486.113
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41. RELATED PARTY DISCLOSURES continued

41.1 Related party transactions (continued)

Key Otherrelated Key Otherrelated
. % Parent Bank . .
management parties management parties

in thousands of RSD Parent Bank
Impairment allowance
for balance and off 2.387 42 30.475 1.662 205 23.928

balance exposures

Revenues and expenses generated in 2024 arising from transactions with related parties are presented in the following
table:

in thousands of RSD Parent Bank Key management Other related parties *
Interest incomes 2.513.574 7.726 747.873
Interest expenses (3.495.381) (4.809) (60.741)
Fee and commission incomes 197528 368 332.056
Fee and commission expenses (23.306) - (574.529)
Other incomes 10.449 - 57.568
Other expenses (221.223) - (837.501)
Total (1.018.359) 3.285 (335.274)

Revenues and expenses denerated in 2023 arising from transactions with related parties are presented in the
following table:

in thousands of RSD Parent Bank Key management Other related parties *
Interest incomes 1.197.811 5.841 1.535.593
Interest expenses (2.376.170) (2.268) (319.824)
Fee and commission incomes 184.659 338 327436
Fee and commission expenses (22.072) - (488.570)
Other incomes 18.215 - 2.460
Other expenses (66.160) - (895.447)
Total (1.063.717) 3.911 161.648

Loan loss provison (ECL) for balance and off-balance exposures of relatied parties recognized in income statement are
presented below:

Key Other related Key Other related
s Parent Bank Qo
management parties management parties

in thousands of RSD Parent Bank
Net increase/
(decrease) in 725 (163) 6.547 (646) (24) 930

impairment allowance

* Other related parties include entities that are member of the same UniCredit Group or under joint control, close family member of key management as well
as legal entities that are under the control or influence of key management and close member of their families.
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41. RELATED PARTY DISCLOSURES continued

41.2. Key manadement payments
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Key management payments during 2024 and 2023 are presented below:

in thousands of RSD 2024 2023

-
Short-term employee benefits 254.058 217.873 §
Other long-term benefits 3.32¢2 2.710 E_,
Share-based payments 43.883 25.288 E
Balance at December 31 301.263 245.871 E

Other long-term benefits include payments based on long-term reward schemes. Employees - members of key man-

agement involved in these remuneration schemes, were selected based on the criteria of contributing to the long- 0

term and growing profitability of the Group. @

Share-based payments include payments during the year based on shares granted under appropriate reward schemes. 2

Compensations for members of the Management Board and the Audit Committee paid in 2024 amounts to RSD

5,850 thousand (in 2023: RSD 5,859 thousand). o
3
Q
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