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Credit risk and impairment of Joans and

environment

The carrying amount of loans and advances to
customers at amortized cost amounts to EUR 1,326
million (or 48.6% of total assets) at the Bank as of 31
December 2024. As of 31 December 2024, total
impairments of the Bank amounted to EUR 48.5
million.

Impairment allowances on Loans and advances to
customers represent management’s best estimate of
the expected credit losses within the loan portfolios at
the reporting date

For defaulted loans that are considered to be
individually significant the impairment assessment is
based on the knowledge of each individual debtor,
taking into consideration the fair value of the related
collateral as well as expected recovery based on going
concern principle. Related impairment allowances are
determined on an individual basis by means of a
discounted cash flows forecasts based on scenarios
and their likelihood of happening. Scenarios are based
on 'going' and 'gone’ assumption of debt repayment
containing high level of complexity and subjectivity.

The Bank's Stage 3 gross balance of loans and
advances to customers is EUR 56.6 million as of 31
December 2024 and total impairments EUR 34.1
million.

Impairments for loans and advances to customers in
Stage 1 and Stage 2 are determined based on complex
models and parameters used in those models (i.e. life
time probability of default (‘PD”) and loss given default
(‘LGD"), identification of significant changes in credit
risk, inclusion of forward-looking elements and
segmentation of exposures, which all involve
significant management's assumptions and estimates.
The Bank's Stage 1 and Stage 2 combined gross
balance of loans and advances to customers was EUR
1,312 million as of 31 December 2024 and total
impairments EUR 15.9 million.

As impairments for loans and advances to customers
are significant to understanding the financial
statements as a whole and bear significant
judgements, we conclude this to be a significant item
for our audit and a key auditing matter.

to customers including impact of uncertain macroeconomic

We understood and evaluated the impairment
assessment processes for loans as well as the
processes for identifying default events within the loan
portfolios, including design and operating effectiveness
of controls relevant to our audit.

In addition to analytical procedures, we tested a
sample of performing loans with characteristics that
might imply a default event had occurred to assess
whether default event had been identified by
management and therefore whether there was a
requirement to calculate an impairment allowance
using Stage 3 methodology.

For a selected sample of non-performing loans where
impairment allowance is assessed on individual basis,
we evaluated the models, assumptions related to debt
repayment based on going or gone principle and data
underlying the impairment identification and
quantification. We understood the latest developments
at the borrower and considered whether key judgments
were appropriate given the borrowers’ circumstances.
We also re-performed management's impairment
calculation for mathematical accuracy. In addition, we
tested key inputs to the impairment calculation
including the expected future cash flows and valuation
of collateral held and discussed with management as
to whether valuations were up to date, consistent with
the strategy being followed in respect of the particular
borrower and appropriate for the purpose. We engaged
EY specialists to review a sample of valuations of
underlying collateral

In respect of statistical models that are used for the
estimation of credit risk related impairment losses of
Stage 1 and Stage 2 exposures, we involved EY credit
risk specialists in evaluation of the model
documentation and other related evidence such as
models’ governance, segmentation policy, expected
credit loss estimation process and assessment of their
compliance with IFRS 9. We evaluated the application
of the models through the recalculation for
mathematical accuracy of credit risk related
impairment losses, allowances and provisions defined
by IFRS 9. We tested the days past due counter and
consistent application of staging criteria in relation to
the effect on the staging classification of the
exposures.

Furthermore, we assessed how the Bank incorporated
uncertainties  related to the  macroeconomic
environment (rising energy prices, inflation, interest
rates and supply chain disruptions) and conflict in
Ukraine, on parameters used for the calculation of
collective impairments. Our credit risk specialists
reviewed forward looking information (“FLI”) and input
parameters used and assess if the uncertainty related
to the macroeconomic situation was reflected on the
PD

Bu"d_mg a better We assessed the adequacy of the Bank's disclosures

working world included in Note 3.1. Credit risk, 2.3.9. Finanial
instruments, 2.4.4 Financial assets measured at
amortised cost and 2.5.11 Impairments of the financial
statements in accordance with the International
Financial Reporting Standards as adopted by the EU

Other information

Other information comprises the information included in the Annual Report other than the financial statements and
auditor’s report thereon. Management is responsible for the other information

QOur opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. In addition, we assess whether
the other information has been prepared, in all material respects, in accordance with applicable law or regulation,
in particular, whether the other information complies with law or regulation in terms of formal requirements and
procedure for preparing the other information in the context of materiality, i.e. whether any non-compliance with
these requirements could influence judgments made on the basis of the other information

Based on the procedures performed, to the extent we are able to assess it, we report that:

. The other information describing the facts that are also presented in the financial statements is, in all
material respects, consistent with the financial statements; and

. The other information is prepared in compliance with applicable law or regulation

In addition, our responsibility is to report, based on the knowledge and understanding of the Bank obtained in the
audit, on whether the other information contains any material misstatement. Based on the procedures we have
performed on the other information obtained, we have not identified any material misstatement.

p ibilities of and those in charge with governance for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards as adopted by the EU, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’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 Bank or to cease operations, or has no realistic
alternative but to do so.

Those in charge with governance are responsible for overseeing the Bank’s financial reporting process and to
approve the Annual Report.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the 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 ISA 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 the financial statements

As part of an audit in accordance with audit rules, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

. identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
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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;

. obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Bank’s internal control,

. 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 and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Bank'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 financial statements or, if such disclosures are 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 Bank to cease to continue as a going concern;

. evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation;

We communicate with those in charge 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.

We also provide those in charge with governance with a statement that we have complied with relevant ethical
requirements regarding independence and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate threats or
safeguards applied.

From the matters communicated with those in charge with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

OTHER REQUIREMENTS ON CONTENT OF AUDITOR’S REPORT IN COMPLIANCE WITH REGULATION
(EU) No. 537/2014 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

Appointment and Approval of Auditor

‘We were appointed as auditors of the Bank at the general meeting of shareholders on 21 April 2023, the president
of the supervisory board has signed the audit agreement on 5 July 2023. The agreement was signed for the period
of 4 years. Total uninterrupted engagement period, including previous renewals (extension of the period for which
we were originally appointed) and reappointments for the statutory auditor, has lasted for has lasted for two years.
Janez Urani¢ and Nena Cvetkovska are certified auditors, responsible for the audit in the name of Ernst & Young
d.o.o.

Consistence with Additional Report to Audit Committee

QOur audit opinion on the financial statements expressed herein is consistent with the additional report to the audit
committee of the Bank, which we issued on the March 25, 2025,

Non-audit Services

No prohibited non-audit services referred to in Article 5(1) of Regulation (EU) No. 537/2014 of the European
Parliament and of the Council were provided by us to the Bank and we remain independent from the Bank in
conducting the audit.

In addition to statutory audit services and services disclosed in the annual report and in the financial statements,
no other services which were provided by us to the Bank.

Building a better

working world

THE AUDITOR'S REPORT ON THE ADEQUACY OF THE CRITERIA USED AND THE CORRECTNESS OF
THEIR USE

We have performed reasonable assurance engagement as to whether the criteria used to allocate income, costs
and expenses on individual activities in the preparation of the disclosure “Transparency of financial relations
between SID banka, d.d., Ljubliana and the Republic of Slovenia” for the financial year that ended on 31 December
2024, were appropriate and properly used, all in accordance with the Act on Transparency of Financial Relations
and Separate Recording of Various Activities (ZPFOLERD-1)

Definition of appropriate criteria

In order to assess the appropriateness of the criteria for allocation, we assessed compliance with ZPFOLERD-1
‘We assessed whether the criteria for allocation reflect the volume of activities that give rise to an economic category,
the allocation of which are Intended. If the extent of activities causing an economic category cannot be measured,
we assessed whether the allocation judgment was determined on the basis of the proportion of direct costs.

To assess the correct application of the criteria for allocation, we carried out audit procedures, to review whether a
particular criterion was used for the allocation of specific economic category for which it was adopted and, in the
manner, specified

As a result, the subject matter information may not be suitable for another purpose.

Responsibility of management and those charged with governance

The management is responsible for the adoption of appropriate criteria and for their correct use in the preparation
and presentation of the disclosure of the “Transparency of financial relations between SID banka, d.d., Ljubljana
and the Republic of Slovenia” in accordance with the requirements of ZPFOLERD-1, as well as for such internal
control as management determines is necessary to enable the preparation of such statements that are free from
material misstatement, whether due to fraud or error. Those charged with governance are responsible for
acceptance of the criteria and supervising their use for the preparation of the disclosure.

Auditor's responsibility

QOur responsibility is to carry out reasonable assurance engagement and express conclusion whether the criteria
used to allocate income, costs and expenses on individual activities in the preparation of the disclosure
Transparency of financial relations between SID banka, d.d., Ljubljana and the Republic of Slovenia for the financial
year that ended on 31 December 2024, were appropriate and properly used. Our reasonable assurance
engagement was carried out in accordance with International Standard for Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information (ISAE 3000 Revised). This standard requires that we plan and
perform the engagement to obtain reasonable assurance for reaching the conclusion

We believe that the evidence we have obtained is sufficient and appropriate to provide a reasonable basis for our
conclusion.

We have acted in accordance with the independence and ethical requirements of the Regulation EU no. 537/2014,
and the International Code of Ethics for Professional Accountants issued by the International Ethics Standards
Board for Accountants (including International Independence Standards) (IESBA Code), which establishes the
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality and
professional behavior. We apply International Standards on Quality Management (ISQM) 1, and accordingly, we
maintain a robust system of quality control, including policies and procedures documenting compliance with
relevant ethical and professional standards and requirements of applicable law and regulation.

Summary of work performed
Within the scope of the work performed, we have performed primarily the following procedures:

* We obtained and read the internal regulations of SID banka, d.d., Ljubljana., which determine the rules regarding
the allocation of income, costs and expenses to individual activities in accordance with ZPFOLERD-1;

« We verified whether the judgments were approved by the supervisory authority, in accordance with Article 8
ZPFOLERD-1;
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* For the criteria used by SID banka, d.d., Ljubljana. for the allocation of indirect costs, we verified whether they are
based on the activities that cause these costs; if these activities cannot be determined, the indirect costs are
allocated based on the share of direct costs.

* We inquired with the management and responsible employees regarding the method, procedures and controls
established in the context of cost accounting and the allocation of costs and expenses to individual activities.

* We tested on a sample basis whether the criteria, as adopted in accordance with Article 8 ZPFOLERD-1, were
correctly used for keeping separate accounting records for individual activities.

* We verified whether the client uses public and other funds received in connection with the activities it performs on
the basis of exclusive or special rights or authorization to finance its other activities in violation of paragraph 2 of
Article 7 of ZPFOLERD-1.

The criteria we used to evaluate the results of the procedures are derived from Article 8 of the ZPFOLERD-1:

+ The company uses criteria to keep separate accounting records for individual activities. The criteria, which are
used to allocate the indirect costs per individual activities, are based on accounting principles (paragraph 1 of Article
8 ZPFOLERD-1).

* When allocating indirect costs, criteria based on the activities that cause these costs should be used. If these
activities cannot be determined, the indirect costs are allocated based on the share of direct costs (paragraph 2 of
Article 8 ZPFOLERD-1).

« Determination and change of criteria are accepted by the supervisory body of an individual contractor with an
exclusive or special right or authorization at the proposal of the management body. (Paragraph 3 of Article 8
ZPFOLERD-1).

Conclusion

Based on the procedures carried out and the evidence obtained, in our opinion, the criteria used for the allocation
of income, costs and expenses by activity, as shown in the disclosure in the annual report “Transparency of financial
relations between SID banka, d.d., Ljubljana and the Republic of Slovenia”, are appropriate and correctly applied
in all material respects in accordance with requirements of ZPFOLERD-1.

Ljubljana, 26 March 2025

|

NenaCvetkovska
Certified auditor

Duriajska cesta 111, Ljubljana -
ERNST & YOUNG
Revizija, poslovno
svetovanje d.o.o., L jubljana 1
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The management board has approved SID Bank's financial statements, and the annual report for the year ending
31 December 2024. The financial statements have been compiled in accordance with the International Financial
Reporting Standards (IFRS) as applied in the EU.

The management board believes that SID Bank has sufficient resources to operate as a going concern.
The senior management’s responsibilities are:

to employ relevant accounting policies, and to ensure that they are consistently applied;
to make use of reasonable and prudent accounting estimates and judgements; and
to ensure that the financial statements are compiled on a going-concern basis for SID Bank.

The management board is responsible for maintaining accounting documents and records to disclose the
financial position of SID Bank with reasonable accuracy at any time. The management board is also responsible
for ensuring that the financial statements have been compiled in accordance with the legislation and regulations
of the Republic of Slovenia. The management board must do everything possible to safeguard the assets of SID
Bank, and must undertake all necessary action to prevent or detect any fraud or other irregularities.

The tax authorities may audit a bank’s operations at any time in the five years after the date that tax was due to
be levied, which may result in additional tax liabilities, penalty interest and fines in connection with corporate

income tax or other taxes and levies. The management board is not aware of any circumstances that could give
rise to any significant liability on this account.

Ljubljana, 26 March 2025

Management Board of SID Bank

Stanka Sarc Majdi¢ Borut Jamnik
Member President

. f P e
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(EUR thousand) Note 31 Dec 2024 31 Dec 2023
E:.:]Z,Scash balances at central banks and demand deposits at 241 493158 323785
E‘?Or%tt?jgi financial assets mandatorily at fair value through 242 48,689 55,242
E:;r;c;lz;ss\z mig:j,fd at fair value through other 243 409,292 422,041
Financial assets measured at amortised cost 244 1,744,446 1,857,758
Debt securities 223,478 168,526
Loans and advances to banks 189,853 259,187
Loans and advances to non-bank customers 1,325,818 1,426,195
Other financial assets 5,297 3,850
Derivatives — hedge accounting 245 15,033 9,860
Investments in subsidiaries, associates and joint ventures 24.6 50 0
Tangible assets 24.7 4,509 4,554
Property, plant and equipment 4,509 4,554
Intangible assets 247 2,312 1,203
Tax assets 249 8,249 10,486
Current tax assets 898 46
Deferred tax assets 7,351 10,440
Other assets 2.4.10 1,005 948
TOTAL ASSETS 2,726,743 2,685,877

The notes are an integral part of the financial statements.
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(EUR thousand) Note 31 Dec 2024 31 Dec 2023
Financial liabilities measured at amortised cost 241 2,206,920 2.184.426

Deposits from banks and central banks 15,711 36.779

Loans from banks and central banks 247,085 286.108

Loans from non-bank customers 1,108,688 1.114.735

Debt securities 830,445 742.437

Other financial liabilities 4,991 4.367
Derivatives — hedge accounting 245 6,069 12.294
Provisions 2.4.12 1,321 1.504
Tax liabilities 249 0 1.564

Current tax liabilities 0 1.564
Other liabilities 2413 6,182 1.410
TOTAL LIABILITIES 2,220,492 2.201.198
Share capital 300,000 300.000
Share premium 1,139 1.139
Accumulated other comprehensive income (11,389) (23.934)
Profit reserves 213,537 201.370
Treasury shares (1,324) (1.324)
Retained earnings (including net profit for the financial year) 4,288 7.428
TOTAL EQUITY 2414 506,251 484.679
TOTAL EQUITY AND LIABILITIES 2,726,743 2.685.877

The notes are an integral part of the financial statements.
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(EUR thousand) Note 2024 2023
mirﬁ;gincome calculated using the effective interest 103,569 88,467
Other interest income and similar income 180 854

Interest income and similar income 103,749 89,321
Interest expenses calculated using the effective interest method (60,390) (52,326)
Other interest expenses and similar expenses (8,513) (6,825)

Interest expenses and similar expenses (68,903) (59,151)

Net interest 2.5.1 34,846 30,170

Dividend income 2.5.2 892 818

Fee and commission income 1,198 1,193

Fee and commission expenses (1,670) (828)

Net fee and commission income 253 (472) 365

aNteftaigrav‘letj(el??]SrgsL)Jgok? Sgaﬁrgcgarllgizets and liabilities not measured 254 1,450 (600)

Net gains/(losses) on financial assets and liabilities held for ) 0

trading

lv\laelagiwrsc)/ﬂgasgsr)oc%?grolgstsradng financial assets mandatorily at fair 255 2526 6,067

Changes in fair value in hedge accounting 24.5 (407) (319)

Net foreign exchange gains/(losses) 1 1

Net gains/(losses) on derecognition of non-financial assets 7 1

Other net operating income/(expenses) 2.5.6 5,917 5,678

Administrative expenses 2.5.7 (27,784) (21,461)

Depreciation and amortisation 2.5.8 (1,261) (1,024)

Net modification gains/(losses) 2.5.9 (107) (1,844)

Provisions 2.5.10 124 977

Impairments 251 (4,538) (444)

Profit before tax from continuing operations 11,193 18,385

Income tax expense 2.5.12 (2,166) (2,747)

Profit after tax from continuing operations 9,027 15,638

Net profit for the financial year 9,027 15,638

Attributable to owners of bank 9,027 15,638

Basic earnings per share / diluted earnings per share (EUR per 2513 201 504

share)

The notes are an integral part of the financial statements.
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(EUR thousand) Note 2024 2023
Net profit for the financial year after tax 9,027 15,638
Other comprehensive income after tax 12,545 18,172
[tems that will not be reclassified to profit or loss 402 25
Actuarial gains/(l i iati ith defined-benefit
C ugrla gains/(losses) in association with defined-bene o (106)
pension plans
Rejvaluann gains/(losses)on equity |Qstrgments measured at 243 446 353
fair value through other comprehensive income
| t lating to it that will not b lassified t
ncome tax relating to items that will not be reclassified to 249 98) (222)
profit or loss
[tems that may be reclassified subsequently to profit or loss 12,143 18,147
Debt mstrum'ent's measured at fair value through other 15,567 21,081
comprehensive income
Valuation gains/(losses) taken to equity 243 13,020 20,447
Transferred to profit or loss 2,547 634
Income tax relating to items that may be reclassified 249 (3,424) (2,934)
subsequently to profit or loss
Total comprehensive income for the financial year after tax 21,572 33,810
Attributable to owners of bank 21,572 33,810

The notes are an integral part of the financial statements.
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(EUR thousand) Share capital  Share premium Accumulated  Profit reserves Retained Treasury Total equity
other earnings shares
comprehensive (including
income netprofit for

2024 financial year)

OPENING BALANCE as at 1 Jan 2024 300,000 1,139 (23,934) 201,370 7,428 (1,324) 484,679
Net profit for financial year 0 0 0 0 9,027 0 9,027
Other comprehensive income 0 0 12,545 0 0 0 12,545

Total comprehensive income for financial year after tax 0 0 12,545 0 9,027 0 21,572

Allocation of net profit to profit reserves 0 0 0 12,167 (12,167) 0 0

CLOSING BALANCE as at 31 Dec 2024 300,000 1,139 (11,389) 213,537 4,288 (1,324) 506,251

(EUR thousand) Share capital Share premium  Accumulated  Profit reserves Retained Treasury Total equity
other earnings shares
comprehensive (including
income net profit for

2023 financial year)

OPENING BALANCE as at 1 Jan 2023 300,000 1,139 (42,106) 189,241 3,919 (1,324) 450,869
Net profit for financial year 0 0 0 0 15,638 0 15,638
Other comprehensive income 0 0 18,172 0 0 0 18,172

Total comprehensive income for financial year after tax 0 0 18,172 0 15,638 0 33,810

Allocation of net profit to profit reserves 0 0 0 12,129 (12,129) 0 0

CLOSING BALANCE as at 31 Dec 2023 300,000 1,139 (23,934) 201,370 7,428 (1,324) 484,679

The notes are an integral part of the financial statements.
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(EUR thousand) Note 2024 2023
CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax 11,193 18,385
Depreciation and amortisation 2.5.8 1,261 1,024
Impairments/(reversal of impairments) of investments in debt instruments measured at fair value through other comprehensive income 2.5.11 (78) (59)
Impairments/(reversal of impairments) of loans and other financial assets measured at amortised cost 2.511 4,616 502
Impairments of tangible assets (including impairments of investment property), intangible assets and other assets 251 0 1
Net (gains)/losses from exchange differences (1) (1)
Net modification (gains)/losses 259 107 1,844
Net (gains)/losses from sale of tangible assets (7) (1
Other (gains)/losses from investing activities 2.5.1,2.5.2 (11,274) (4,870)
Other adjustments to total profit or loss before tax 2253472254150 (6,338) (6,594)
Cash flows from operating activities before changes in operating assets and liabilities (521) 10,231
(Increases)/decreases in operating assets (excluding cash and cash equivalents) 201,995 148,349
Net (increase)/decrease in non-trading financial assets mandatorily at fair value through profit or loss 242 9,079 (10,221)
Net (increase)/decrease in financial assets measured at fair value through other comprehensive income 2.4.3 28,860 124,005
Net (increase)/decrease in loans and other financial assets measured at amortised cost 244 165,518 37,530
Net (increase)/decrease in asset-side derivatives — hedge accounting 245 (1,405) (2,554)
Net (increase)/decrease in other assets (57) @n)
Increases/(decreases) in operating liabilities 20,914 (155,540)
Net increase/(decrease) in deposits and loans measured at amortised cost 241 (61,439) (226,543)
Net increase/(decrease) in issued debt securities measured at amortised cost 2411 77,768 67,993
Net increase/(decrease) in liability-side derivatives — hedge accounting 24.5 (182) 3,156
Net increase/(decrease) in other liabilities 2413 4,767 (146)

The notes are an integral part of the financial statements.
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(EUR thousand) Note 2024 2023
Cash flows from operating activities 222,388 3,040
(Paid)/refunded corporate income tax (4,973) 1,696
Net cash flow from operating activities 217,415 4,736
CASH FLOWS FROM INVESTING ACTIVITIES

Receipts from investing activities 27,658 2,273
Receipts from sale of tangible assets 29 1
Receipts from the disposal of investments in debt securities measured at amortized cost 244 18,000 0
Other receipts from investing activities 244,2.5.2 9,629 2,272
Cash payments on investing activities (75,701) (96,853)
(Cash payments to acquire tangible assets) (831) (1,313)
(Cash payments to acquire intangible assets) (1,494) (566)
(Cash payments for the investment in subsidiaries, associates and joint ventures) (50) 0
(Cash payments to acquire debt securities measured at amortised cost) 244 (73,326) (94,974)
Net cash flow from investing activities (48,043) (94,580)
Effects of change in exchange rates on cash and cash equivalents 1 1
Net increase/(decrease) in cash and cash equivalents 169,372 (89,844)
Opening balance of cash and cash equivalents 323,785 413,628
Closing balance of cash and cash equivalents 493,158 323,785

The notes are an integral part of the financial statements.
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Cash and cash equivalents

(EUR thousand) 31 Dec 2024 31 Dec 2023

Cash balances at central banks 493,001 323,682

Demand deposits at banks 157 103

Total 493,158 323,785
Cash flows from interest and dividends

(EUR thousand) 2024 2023

Interest received 106,503 89,108

Interest paid (63,613) (37,331)

Dividends received 892 818

Total 43,782 52,595
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Sections 1.1 to 1.5 of the financial report
disclose the Bank’s financial position

as at 31 December 2024, and its profit

or loss, other comprehensive income,
changes in equity and cash flows for

the 2024 financial year. Figures for the
position as at 31 December 2023 and for
the 2023 financial year are disclosed in the
aforementioned financial statements for the
purposes of comparison.

2.1 Basic information

SID Bank provides banking services under authorisations obtained
from the Bank of Slovenia, and undertakes transactions under

the authorisation of the Slovenian state (the Republic of Slovenia)
and insurance of receivables. The granting of loans to promote
development, environmental protection and energy projects
represents the majority of its banking activities.

A more detailed description of the services under authorisation is
given in section 2.3.30 Operations for the account of the Republic of
Slovenia. SID Bank’s registered office is at Ulica Josipine Turnograjske
6, 1000 Ljubljana, Slovenia.

SID Bank's registered office is at Ulica Josipine Turnograjske 6,
1000 Ljubljana, Slovenia.

The Bank'’s share capital amounts to EUR 300,000,090.70, and is divided
into 3,121,741 ordinary registered no-par-value shares released in
several issues.

The Republic of Slovenia (the Slovenian state) is the Bank’s sole
shareholder.

2.2 Statement of compliance

The financial statements of SID Bank have been compiled in
accordance with the International Financial Reporting Standards
and the corresponding interpretations as approved by the EU, and
taking account of the Companies Act, the Banking Act, and Bank of
Slovenia regulations.

2.3 Material accounting policies

The material accounting policies that provide the basis of
measurement for the compilation of the financial statements of
SID Bank and other accounting policies that are material in the
interpretation of the financial statements are given below.

In compiling the financial statements for 2024 the Bank applied the same
accounting policies as those used in compiling the financial statements
for 2023, with the exception of the accounting standards and other
changes effective as of 1 January 2024 and approved by the EU.
2.3.1 Basis for compiling the financial statements
The financial statements of SID Bank have been compiled

on a going-concern basis, on an original cost basis, with the
exception of financial assets measured at fair value through profit
orloss, financial assets measured at fair value through other
comprehensive income, financial assets held for trading, and
hedging derivatives, which are measured at fair value.

The accounting policies may only be changed if:
« thechangeis mandatory under a standard or interpretation, or
« the change results in the financial statements presenting

information of greater reliability or relevance.

2.3.2 Use of estimates and judgements and
material uncertainties

The compilation of the financial statements in accordance with the
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IFRS at SID Bank requires the use of estimates and judgements that
affect the carrying amounts of reported assets and liabilities, the
disclosure of contingent assets and liabilities as at the reporting date,
and the amount of revenue and expenses in the reporting period.

The most significant assessments in using accounting policies relate
to the classification of financial assets to the relevant business model,
and assessments of whether contractual cash flows are comprised
solely of payments of principal and interest. Financial assets are
assigned to a category prior to initial recognition of a financial
instrument with regard to the policy of SID Bank.

In the management of environmental, social and governance

risks, during the loan approval and monitoring process SID

Bank conducts ESG factor-based assessments at the borrower

level above a certain exposure. The result of the comprehensive
assessment of ESG factors in the form of an ESG report enters

SID Bank's credit process as an input parameter, and can impact
loan rejection/approval and the terms of financing. ESG factors
also impact financing conditions via the incorporation of ESG risk
scores in credit ratings. In 2024 SID Bank adopted a methodology
for mapping ESG risk scores into credit ratings, which is also
implemented as part of the credit rating methodology. At portfolio
level the limitations in assessing and addressing environmental
and climate risks mainly relate to poor data availability, and the lack
of historical links between companies’ transition activities, physical
climate events and companies’ financial performance.

The Bank used estimates for:

o impairments of financial assets measured at amortised cost,
provisions for contingent liabilities and impairments of financial
assets measured at fair value through other comprehensive
income (see notes in section 2.3.9 under the section entitled
Impairments of financial assets and provisions);

o estimates of the fair value of financial assets and liabilities (see
notes in section 2.3.9 under the section entitled Principles
applied in valuation at fair value);
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« valuation of derivatives (see notes in section 2.3.10 Derivatives
and hedge accounting);

o depreciation and amortisation period of property, plant and
equipment and intangible assets (see notes in section 2.3.12
Property, plant and equipment and intangible assets);

e potential tax items (see notes in section 2.3.27 Taxes);

e provisions for commitments to employees (see notes in
section 2.3.16 Employee benefits); and

o determination of the lease term for lease agreements with
the option of extension and cancellation (the Bank as lessee),
and determination of the discount rate for leases (see notes in
section 2.3.13 Accounting for leases).

Although the estimates used are based on the best knowledge of
current developments and activities, the actual results may differ
from the estimates.

SID Bank makes revisions to the estimates and assumptions used,
and recognises their effects during the period of the revision.

The uncertainty in the use of the estimates and assumptions
used in the compilation of the financial statements was
further increased in 2024 by the risks and uncertainty in the
macroeconomic and geopolitical environment.

2.3.3 Consolidation

In addition to SID Bank, the SID Bank Group includes the Centre for
International Cooperation and Development (CMSR), the Prvi Faktor
Group (a joint venture), and SID Svetovanje d.0.o. (a subsidiary). SID
Bank is a co-founder of the CMSR (an associate), in which it does not
have any financial stake, but holds 33% of the voting rights.

An associate is a company in which SID Bank directly or indirectly
holds 20% or more of the voting rights, and exercises significant

influence, but does not control it.

A joint venture is a company jointly controlled by SID Bank on the
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basis of a contractual agreement.

A subsidiary is a company that is directly or indirectly controlled
by SID Bank.

As the controlling company the Bank compiles consolidated
financial statements for the SID Bank Group when this is material
to presenting a true and fair picture of the financial position, the
profit or loss, the cash flows and the changes in equity.

The investments in the joint venture and associate are accounted for
in the consolidated financial statements using the equity method,
while the subsidiary has been fully consolidated in the consolidated
financial statements as of the day of acquisition of control.

Based on the principle of immateriality, which defines as
immaterial information whose omission or non-disclosure does not
influence the decision-making of users of the financial statements,
SID Bank has not consolidated any of the aforementioned
companies because their total assets are less than 1% of SID Bank's
total assets.

SID Bank compiled standalone financial statements for 2024.
2.3.4 Functional and reporting currency

The financial statements of SID Bank have been compiled in euros,
which is the reporting and functional currency of SID Bank.

All amounts in the financial statements and the accompanying
notes are expressed in thousands of euros, unless stated otherwise.

2.3.5 Translation of transactions and items in
foreign currency

All transactions in foreign currency are converted into the functional
currency at the exchange rate on the transaction date.
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Assets and liabilities denominated in foreign currencies are converted
in the Bank's financial statements using the reference European
Central Bank exchange rate applicable on the reporting date.

Foreign exchange differences arising in the settlement or
translation of items at exchange rates other than those at which
they were translated upon initial recognition in the period or

in previous financial statements are recognised in the income
statement in the period in which they arise.

Foreign exchange differences arising on non-monetary items
such as equities classified as financial assets measured at fair
value through other comprehensive income are recognised in
accumulated other comprehensive income together with the
effect of valuation at fair value.

2.3.6 Netting of financial assets and financial
liabilities

Financial assets and liabilities are netted in the statement of
financial position if there is a legal right to do so and a purpose
for the net settlement or simultaneous realisation of the asset and
settlement of the liability.

2.3.7 Statement of cash flows
The statement of cash flows is compiled using the indirect method.

Profit before tax served as the basis for the preparation of the
cash flow of SID Bank.

Under the indirect method, cash flows from operating activities
are determined by adjusting profit before tax for the effects of
changes in operating receivables and liabilities, the effects of
non-cash items (e.g. depreciation and amortisation, impairments,
and foreign exchange differences) and other adjustments to net
profit (e.g. provisions, fair value changes in hedge accounting,
changes in the fair value of non-trading financial assets
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mandatorily at fair value through profit or loss, and gains/losses
from the provision of loan funds and fund of funds transactions
incurred on the basis of a first loss contract clause).

SID Bank includes the effects of changes in issued debt
securities in net cash flows from operating activities.

A direct method is used to disclose cash flows from investing
activities in accordance with the Regulation on the books of
account and annual reports of banks and savings banks, despite
the Bank compiling the statement of cash flows under the
indirect method. Cash inflows from investing activities include
dividends received in investing activities and receipts from the
sale of property, plant and equipment, while cash outflows
from investing activities include acquisitions of property,

plant and equipment, acquisitions of intangible assets, and
acquisitions of debt securities measured at amortised cost.

2.3.8 Cash and cash equivalents

Cash and cash equivalents in the statement of cash flows
include balances in accounts at the central bank and business
accounts at banks, deposits at the central bank and other banks,
loans to banks, and debt securities with an original maturity of
no more than three months.

All cash equivalent items are short-term, highly liquid
investments that are readily convertible into predetermined
cash amounts.

2.3.9 Financial instruments

Classification and measurement of financial instruments in
accordance with IFRS 9

Business model

The classification and measurement of financial assets in the
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financial statements are determined by the selected business model
within which financial assets are managed, and the characteristics
of their contractual cash flows. Upon their initial recognition, each
financial asset is classified into one of the following business models:

1.a model whose purpose is the collection of contractual cash flows
(hold to collect model: measurement at amortised cost);

2.a model whose purpose is the collection of contractual cash flows
and sale (hold to collect and sell model: measurement at fair value
through other comprehensive income); and

3. other models (measurement at fair value through profit or loss).

SID Bank assesses the business model on the basis of how

it manages a portfolio of financial assets in order to achieve
business goals. Given its role and framework of operation, SID

Bank manages financial assets under the first two basic business
models, and only classifies financial assets under the third business
model when they fail to meet the conditions of one of the first two
business models.

Purchases and sales of financial assets other than loans and
receivables are recognised on the trade date. Loans and
receivables are recognised on the settlement date.

SID Bank’s basic business activity involves lending operations
executed either via commercial banks or in cooperation with
them, or via direct lending to final beneficiaries. The aim of lending
activities is to collect contractual cash flows, and these transactions
are classified under the first business model accordingly.

The purpose of treasury transactions is to manage liquidity

risk, interest rate risk and currency risk, and to provide funding
for the purposes of financing. The aim of deposit and credit
operations is to collect contractual cash flows, and they are
therefore classified under the first business model. Transactions
in debt securities may be concluded to collect contractual cash
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flows, or with the eventual aim of sale and, on this basis, they
can be classified under the first or second business models.

According to the requirements of the standard, all equity
instruments may only be classified under the third business model.
Given that these financial instruments are not traded by the Bank, it
decides, upon initial recognition of an individual equity or a group of
equities, whether it will use the alternative option of measurement
under other comprehensive income. Financial assets that fail the
SPPI test are also classified under the third business model.

Assessment of whether contractual cash flows comprise
solely payments of principal and interest (SPPI test)

SID Bank carries out an SPPI test for debt instruments assigned to the
hold to collect model and the hold to collect and sell model. For the
purpose of this assessment, the principal is defined as the fair value
of the financial asset upon initial recognition. Interest is defined as a
compensation for the time value of money, the credit risk associated
with the unpaid principal, other lending risks and costs (liquidity risk
and administrative expenses) and the profit margin.

The Bank assesses whether contractual cash flows are comprised
solely of payments of principal and interest on the basis of the
contractual characteristics of the financial instrument. This assessment
also involves an assessment of whether the financial asset contains
contractual provisions that may change the time and amount of the
contractual cash flows so that this condition would no longer be met.
In so doing, the Bank takes account of:

« potential events that could change the time and amount of
contractual cash flows;

o the possibility of early repayment or extended loan
repayment;

« conditions that restrict the cash flows of some assets (e.g.
subordination of payments); and

o characteristics that change the understanding of the time
value of money (e.g. periodic repricing of interest rates).
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If a debt instrument fails the SPPI test, it must be measured at fair
value, i.e. under the third business model.

Categories of financial assets

Financial assets are allocated into the following categories on the
basis of the business model and the SPPI test:

Financial assets measured at amortised cost

Financial assets are measured at amortised cost if they are assets
under the first business model, whose aim is to collect contractual
cash flows. The contractual provisions stipulate the payment of
certain time-dependent cash flows that constitute solely the
payment of the principal and interest on the unpaid principal.

The Bank includes in this category loans and other financial assets
such as trade receivables and debt securities that it does not
intend to sell. The effects of interest, foreign exchange differences
and impairments are recognised in profit or loss.

Financial assets measured at fair value through other
comprehensive income

Financial assets are measured at fair value through other
comprehensive income if they are financial assets under the

second business model, whose aim is to collect and sell cash flows.

The contractual provisions stipulate the payment of certain time-
dependent cash flows that constitute solely the payment of the
principal and interest on the unpaid principal.

The Bank includes debt securities in this category.

These assets are recognised at fair value in the statement of financial
position. The effects of interest, foreign exchange differences and
impairments are recognised in the income statement. The effects
are the same as in the case of measurement at amortised cost. The
difference between the amortised cost and the fair value, taking
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account of the creation of allowances for expected credit losses, is
recorded under other comprehensive income.

Upon derecognition the accumulated effect of measurement is
transferred from other comprehensive income to profit or loss.

In individual cases, the Bank also values equities at fair value
through other comprehensive income, when the relevant
standards allow such measurement. In the case of measurement
at fair value through other comprehensive income, only
dividend income is recognised in the income statement. Effects
accumulated under other comprehensive income are never
transferred to profit or loss, even upon derecognition.

Financial assets at fair value through profit or loss

If financial assets are not measured at amortised cost or fair value
through other comprehensive income, they are measured at fair
value through profit or loss.

This category primarily includes financial assets mandatorily at
fair value through profit or loss and financial assets designated
for measurement at fair value through profit or loss.

Debt financial assets that do not meet the conditions with regard
to the business model or the characteristics of cash flows for
measurement at amortised cost or at fair value through other
comprehensive income, and derivatives used to hedge other items
but that do not meet all the conditions to be classed as hedging
derivatives are classified by the Bank as financial assets mandatorily
at fair value through profit or loss. This category also includes
equities for which the Bank did not make use of the alternative
option of measurement under other comprehensive income.

The Bank would classify debt instruments that passed the SPPI test but
that were defined as hedging instruments upon initial recognition
under financial assets designated for measurement at fair value
through profit or loss, if such classification would materially reduce
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or eliminate accounting discrepancies that occur due to the use of
different valuation methods. The Bank does not currently hold such
financial assets.

Accounting treatment of the recognition of modified financial
assets

If a financial asset is modified, it is necessary to determine whether
the change results in the derecognition of an existing asset and the
recognition of a new asset, or whether it is simply a change in or
modification to an existing financial asset.

In so doing, the Bank takes into account the following criteria, which
result in the derecognition of a financial asset:

o whether the change results in the reclassification of an on-
balance-sheet exposure and a transition to measurement at fair
value;

e Whetherthis involves a new contract based on which the original
debtor's debt is repaid, or an annex to a contract under which a
new debtor replaces the original debtor in the credit relationship;

o whether this is a consolidation of several financial assets into a
single or modified structure of new financial assets with a new
cash flow scheme;

o whether thisis a change in contractual currency; and

o whetherthis is a partial conversion of debt to equity.

For all other changes in a financial asset, derecognition is carried

out if the change is material. When the net present value of the
modified contractual cash flows of a financial asset differs by more
than 10% from the net present value of other cash flows prior to

the modification, it is recognised as a material change that results in
derecognition. In that respect, the modification of contractual cash
flows is not deemed a change if the modification of contractual cash
flows is carried out under the original contractual terms.

If the modification causes the derecognition of a financial asset,
all costs and fees are disclosed in the income statement upon
derecognition of the original financial asset, and the new financial
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asset is recognised at fair value, i.e. less expected credit losses as
appropriate. If a change does not result in the derecognition of an
existing asset, the present value of modified contractual cash flows is
calculated using, as the discount rate, the original effective interest rate
or the credit-adjusted effective interest rate in the case of purchased
or originated credit-impaired financial assets. The gross carrying
amount of an asset is adjusted by the amount of the identified
difference, and the effect recognised in the income statement. The
amount by which the gross carrying amount of the asset is adjusted
as the result of modified repayment terms is accrued over the entire
remainder of the lifetime of the financial asset and is disclosed in profit
or loss as interest income.

Reclassification of financial instruments between categories

The Bank only reclassifies financial assets if the Bank's business
model for financial asset management is modified. If financial
assets are reclassified, the reclassification is applied prospectively
from the reclassification date. The Bank did not carry out any
reclassifications during the reporting periods.

Reclassifications of financial liabilities are not allowed.
Write-offs

The Bank writes off receivables from investment operations when
recovery has failed (generally after the exhaustion of all legal
remedies and after the end of the statute-barring periods), or in
the event that the customer no longer possesses any assets with
which the debt from the investment operation could be repaid.
In doing so, the Bank takes account of Article 32 of the Bank of
Slovenia’s regulation on credit risk management at banks and
savings banks, which regulates the write-off of non-performing
exposures for reason of failed recovery.

The previous paragraph notwithstanding, the write-off of an
exposure in full nevertheless occurs on the basis of a final court
order on the completion of bankruptcy proceedings administered
against the customer.
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Should it be assessed in the recovery procedure that an
on-balance-sheet exposure will not be repaid, and that the
conditions for derecognising the exposure from the statement

of financial position have been met in accordance with the IFRS,
the procedure for derecognising the outstanding exposure from
the statement of financial position and transferring it to the off-
balance-sheet records in full is begun even before a final court
order on the completion of bankruptcy proceedings is obtained, in
the following cases:

« forunsecured exposures, when bankruptcy proceedings
are initiated against the customer and the order initiating
bankruptcy proceedings is final; and
« forsecured exposures, when a period of more than the
following has passed since the order initiating bankruptcy
proceedings became final:
seven years for exposures secured by real estate; and
five years for exposures secured by movable property or
other forms of credit protection (e.g. guarantees, securities,
monetary claims), and the aforementioned assets have not
been liquidated in the interim. If the exposure is secured
by collateral of various types, the longer of the periods
regarding the other assets is taken into account.

The write-off of an exposure may also occur:

« ifan extra-judicial forbearance agreement or extra-judicial
or court settlement is concluded between SID Bank and the
customer,

« on the basis of the sale of SID Bank’s receivables, in the
amount representing the difference between SID Bank'’s
exposure as at the reporting date and the selling price
achieved,

« on the basis of a final court order approving compulsory
composition or a final court order in proceedings on the
grounds of imminent insolvency, in the amount in which SID
Bank's right to exercise payment from the customer in judicial
or other proceedings was extinguished.
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Promotional financing

Promotional financing is part of SID Bank’s legally defined mandate
and tasks under the law governing its establishment (the ZSIRB). In

its promotional financing, the advantages that SID Bank gains as the
national promotional financial institution on the basis of refinancing
terms are passed on to eligible borrowers as final beneficiaries via

the relevant inputs for setting interest rates, where the Bank does not
incorporate any additional subsidies into the calculation of the interest
rate. The terms for obtaining loans are defined in the general terms
and conditions, which are tailored to the targets of the individual
promotional programmes.

In light of the above, the fair value of these loans at origination is
the same as the transaction price, i.e. the contractual amount of
the loans granted.

Financial liabilities

Financial liabilities are measured either at amortised cost or at fair
value through profit or loss.

Upon initial recognition financial liabilities are classified with regard to
the purpose of acquisition, the time held in possession and the type of
financial instrument.

Financial liabilities measured at fair value through profit or loss comprise
financial liabilities held for trading, under which derivatives not used to
hedge against risk, and hedging derivatives, which include derivatives
that meet the conditions for hedge accounting, are classified.

Net gains/losses on the basis of changes in the fair value of financial
liabilities are disclosed in the income statement.

All other liabilities are classified to the category of liabilities at
amortised cost, which comprises liabilities from deposits and loans
from banks and central banks and from non-bank customers, issued
debt securities and other financial liabilities.
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Principles applied in valuation at fair value

Fair value is the price that would be received when selling an

asset or paid when transferring a liability in a transaction between
unrelated market participants at the measurement date under
current market terms, regardless of whether the price can be directly
observed or estimated using a valuation technique. The price on the
most advantageous market is not adjusted for transaction costs.

The fair value of a financial instrument at initial recognition is the
same as the transaction price. If one of the following conditions is
met, the fair value might not be equal to the transaction price:

o thetransaction is executed under duress, or the vendor is
forced to accept the price in the transaction (which may be the
case if the vendor is experiencing financial difficulties);

« thetransaction is executed between related parties;

« thetransactionis executed in a market other than the most
advantageous; or

« thetransaction price includes transaction costs.

The valuation methods and the assumptions applied are
additionally disclosed in section 3.7. The aforementioned note also
describes and discloses the fair value hierarchy.

Impairments of financial assets and provisions

IFRS 9 is based on the expected credit loss model where, in
addition to historical data on recoverability, it is necessary to take
account of forward-looking information and other internal and
external factors that indicate the debtor’s solvency in the future.

Expected credit losses need to be estimated for the following
financial instruments:

o financial assets measured at amortised cost;
o debt securities classified as financial assets measured at fair
value through other comprehensive income;
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o lease receivables; and
« off-balance-sheet exposures from loan commitments given
and financial guarantee contracts.

IFRS 9 distinguishes between the recognition of expected credit losses
during a 12-month period, and lifetime expected credit losses. SID
Bank classifies financial assets for which expected credit losses must
be estimated in accordance with IFRS 9 into the following stages:

« financial instruments where there has not yet been a
significant increase in credit risk, and for which impairments
and/or provisions for credit losses are measured on the basis
of expected credit losses over a 12-month period are classified
as Stage 1. Interest income from these financial instruments is
calculated on the basis of the gross carrying amount;

« financial instruments where there has been a significant increase
in credit risk in the period between initial recognition and the
date for which the Bank estimates expected credit losses are
classified as Stage 2. Allowances and provisions for credit losses
are measured on the basis of expected credit losses over the
entire lifetime of the financial instrument. Interest income from
these financial instruments is calculated on the basis of the gross
carrying amount;

« financial instruments where there has been a default event
on the part of the debtor are classified as Stage 3. Allowances
and provisions for credit losses are measured on the basis of
expected credit losses over the entire lifetime of the financial
instrument. SID Bank calculates interest income for these
financial instruments on the basis of net carrying amount.

The Bank does not take account of credit protection when
classifying exposures to Stages 1, 2 or 3.

The Bank classifies financial instruments as Stage 1 upon initial
recognition, except purchased or originated credit-impaired
financial assets (POCI item). Upon subsequent measurement, the
Bank assesses whether there has been a significant increase in
the credit risk of the financial instrument in the period between
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initial recognition and the date for which the Bank is estimating
expected credit losses. If this is not the case, the financial
instrument remains classified as Stage 1. If there has been a
significant increase in credit risk but the financial instrument has
not yet been defined as a non-performing exposure, the Bank
classifies it as Stage 2.

In the case of a purchased or originated credit-impaired financial
asset (POCl item), SID Bank calculates lifetime expected credit

losses until derecognition. Under IFRS 9, for POCI items the Bank

is required to recognise the amount of the change in the lifetime
expected credit losses on a financial instrument in profit or loss as an
impairment gain or loss. The Bank is required to recognise favourable
changes to lifetime expected credit losses on a financial instrument
as an impairment gain, even if the lifetime expected credit losses

are lower than the amount of the expected losses included in the
estimated cash flows at initial recognition. Under IFRS 9, POCI items
are initially recognised at fair value in the statement of financial
position. Upon subsequent measurement, this represents the basis
for measurement at amortised cost.

The requirements of IFRS 9 with regard to the assessment of
expected credit losses are complex and require critical assessments
by the management, and estimates and assumptions in the
following areas in particular, described in detail below:

o assessment of a significant increase in credit risk since initial
recognition;

o inclusion of forward-looking information in the estimation of
expected credit losses.

Measurement of expected credit losses

The Bank must measure expected credit losses of a financial
instrument in a manner that takes into account:

o anunbiased and probability-weighted amount that is
determined by evaluating a range of possible outcomes;

SID Bank

e thetime value of money; and

« reasonable and supportable information on past events,
current conditions and forecasts of future economic
conditions that is available on the reporting date without
undue cost or effort.

Definition of default

In determining the default of a debtor, SID Bank applies the
definition of default set out in Article 178 of the CRR, namely:

o the debtoris more than 90 days past due on any material
credit obligation to SID Bank; and

o itisunlikely that the debtor will settle its credit obligations
to SID Bank in full, without recourse by the Bank to actions
such as liquidation of collateral or other procedures.

Significant increase in credit risk

SID Bank assesses on each reporting date whether the credit risk
inherent in a financial instrument has increased significantly since
initial recognition. It assesses significant increases in credit risk
using reasonable and supportable information at the level of the
individual financial instrument, taking into account the following
criteria:

o achange in credit rating with respect to the initial recognition;

« achange in weighted lifetime probability of default with
respect to initial recognition;

o the number of days past due at the level of the financial
instrument is more than 30;

o thefinancial instrument becomes a performing forborne
exposure;

« thefairvalue is lower (by a specified percentage) than
the amortised cost of a marketable debt security over an
uninterrupted specified period.

SID Bank does not take into account the exemptions referred
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toin Article 5.5.10 of IFRS 9 with regard to the consideration of
exposures with low credit risk.

Inputs used to calculate expected credit losses

SID Bank calculates expected credit losses on the basis of the
following methodologies:

o amethodology for Stages 1 and 2;
« amethodology for Stage 3.

The inputs used to calculate expected credit losses on the basis of
the methodology for Stages 1 and 2 are as follows:

« probability of default (PD);

e loss given default (LGD);

o exposure at default (EAD); and
« discount factor.

SID Bank defines the probability-of-default curve (PD curve)
and loss-given-default curve (LGD curve) for individual
homogeneous groups defined internally on the basis of
internally developed methodologies.

Probability of default for the main homogeneous PD group:

SID Bank determines exposures to undertakings in Slovenia

based on the regression method of transition between rating
grades. The input data in the model comprises microdata from
the AJPES database for the period of 2006 to 2022. For the
purposes of determining the probability of default for other main
homogeneous PD groups, SID Bank uses the data of the rating
agency Fitch Ratings, which is microdata to which SID Bank applies
regression methods in survival analysis for modelling.

When determining loss given default, SID Bank proceeds from
the default rate as defined by the Bank of Slovenia’s Guidelines
for calculating default rate and loss rate, and is based on the
collection of data on repayments that are not made from



SID Bank

collateral, which are reflected in the parameter of the recovery
rate for unsecured exposure, and on repayments made from
collateral, which are reflected in the parameter of haircut. The
Bank collects data on repayments for exposures that are (were)

in default status. When estimating expected credit losses for
exposures classified to Stages 1 and 2, the Bank calculates the
loss-given-default curves for each homogeneous LGD segment.
In the calculation of the loss-given-default curve, the Bank
takes account of exposure at default, the collateral value of the
individual exposure, less the haircut (HC), the recovery rate for
unsecured exposure (Spnez), and macroeconomic factors for the
Spnez and HC parameters.

SID Bank determines exposure at default with regard to the
exposure of a financial instrument on the date of calculation of
expected credit losses and the future contractual cash flows from
the financial instrument. When calculating exposure at default
for off-balance-sheet exposures, SID Bank takes into account the
regulatory conversion factors set out in the CRR.

The effective interest rate determined at initial recognition or an
approximation thereof is used as a discount factor. For a purchased
or originated credit-impaired financial asset (POCl item), the credit-
adjusted effective interest rate determined at initial recognition

is used for discounting. In connection with financial guarantee
contracts and financial instruments for which the effective interest
rate cannot be determined, SID Bank uses the weighted interest rate
of performing exposures in its credit portfolio.

In calculating expected credit losses for financial instruments
classified to Stage 3, SID Bank takes account of estimated
repayments at the level of the individual exposure, including
forward-looking information in the form of macroeconomic forecast
factors. The total estimated value of future cash flows is a weighted
average of estimated repayments from the entity’s cash flows and
estimated repayments from collateral.

For a purchased or originated credit-impaired financial asset (POCl
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item) that is defined as a non-performing exposure, SID Bank
calculates the expected credit losses on the basis of the Stage 3
methodologies. If a purchased or originated credit-impaired financial
asset (POCl item) becomes a performing exposure, SID Bank calculates
the expected credit losses on the basis of the Stage 2 methodology.

Forward-looking information

In the determination of probability of default, SID Bank takes into
account forward-looking information on the basis of the correlation
between the default rate and a macroeconomic indicator derived
from GDP growth and financing conditions (EURIBOR).

In the determination of loss given default, SID Bank takes into account
forward-looking information concerning the parameter of recovery
rate for unsecured exposure (Spnez) and the parameter of haircut (HC)
in the form of factors of macroeconomic forecasts.

When determining the dependence of the parameter of recovery rate
for unsecured exposure (Spnez) based on the state of the economy,
SID Bank examines the recovery rates for unsecured exposures
depending on the value of a macroeconomic indicator derived from
GDP growth.

In order to calculate the factors of macroeconomic forecasts for the
haircut (HC) parameter, SID Bank divides collateral into two groups:

« real estate collateral (commercial and residential real estate); and
« othertypes of collateral (securities, movable property and
receivables).

To identify the dependence of real estate values on the state of the
economy, SID Bank takes into account the correlation between the
index of the Surveying and Mapping Authority of the Republic of
Slovenia and a macroeconomic indicator derived from GDP growth,
and the correlation between the collateral values from the Bank’s
portfolio and a macroeconomic indicator derived from GDP growth
for other types of collateral.
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SID Bank takes into account standard factors of macroeconomic
forecasts to calculate expected credit losses for the entire portfolio.
The factors of macroeconomic forecasts are taken into account in
the calculation of individual points on the LGD curve for financial
instruments classified as Stages 1 and 2, and in the calculation of
estimated repayments for financial instruments classified as Stage 3.

In the calculation of expected credit losses, SID Bank takes into
account three scenarios of macroeconomic forecasts, and may

take into account more if major shocks are expected. The scenarios
generally comprise baseline, favourable and adverse projections of
major macroeconomic factors. The gap between the favourable and
adverse scenarios reflects internally assessed risk in the domestic and
foreign macrofinancial environments.

The table on the next page indicates the annual GDP growth
rates that SID Bank took into account in the calculation of
expected credit losses according to the situation as at 31
December 2024. In its baseline scenario SID Bank took account
of the forecasts of the Institute of Macroeconomic Analysis

and Development in its growth for Slovenia’s GDP, and the
macroeconomic forecasts of the European Commission, the ECB
and the IMF in its growth forecast for euro area GDP.
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Sensitivity analysis of macroeconomic variables

The table below presents a sensitivity analysis of the effect of

a change in GDP growth by +/-300 basis points (+/- 100 basis
points for each year of the 2025 to 2027 horizon) on the level of
probability of default (PD), loss given default (LGD) and expected
credit losses (ECL) according to the situation as at 31 December
2024. The change in GDP growth under the baseline scenario over
the horizon of 2025 to 2027 is taken into account.

Forborne loans

Forborne loans are loans for which forbearance measures were
applied. Those measures comprise concessions (allowances) to a
customer that is experiencing or will soon experience difficulties in
meeting its financial commitments (financial difficulties).

The Bank assesses financial difficulties and the ability to repay

a debt at the customer level during the forbearance of loans.

In doing so, account is taken of all the legal entities within the
customer’s group that are subject to consolidation for accounting
purposes, and the natural persons who control this group.

A concession relates to one of the following actions:

« achange in the terms of the repayment of the investment
transaction when such a change would have been otherwise
unapproved had the customer not found themselves in
difficulty with regard to meeting its financial commitments;
and

e partial or complete refinancing of the investment transaction
when such refinancing would otherwise not have been
approved had the customer not found itself in difficulty with
regard to meeting its financial commitments.

All differences resulting from forbearance are recognised in the
income statement.

For the purpose of making a decision on the adoption of a
forbearance measure, the Bank obtains information on the effects
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Forward-looking information
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Annual GDP growth, %

Slovenia Euro area

Scenario
probability 2024 2025 2026 2027 2024 2025 2026 2027

weighting
Baseline scenario 50% 1.5 24 2.5 2.3 0.8 1.3 1.5 1.6
Favourable scenario 25% 2.3 4.3 3.1 2.5 1.4 2.7 2.0 1.8
Adverse scenario 25% 0.1 -0.8 1.1 19 -1.1 2.0 1.1 1.5

Sensitivity analysis of macroeconomic variables

S P i (oass pointd " oals pols o
+300 basis points -4.74 -86.85 -977
-300 basis points 5.04 87.49 1,075

of forbearance on its financial assets and, as a rule, information on
the economic effects of forbearance compared with alternative
solutions (e.g. the liquidation of collateral, the sale of financial
assets).

The Bank provides analytical records for forborne loans in its

books of account, including information about the method

of forbearance (via an annex or a new contract), the types of
forbearance, the dates of forbearance, and effects that change

the value of loans, including the effects of write-offs and
derecognition from the statement of financial position, a change in
the probability of loss, a change in the customer’s credit rating and
any changes in the status of forborne loans.

Hedge accounting

New developments in hedge accounting brought about by

the introduction of IFRS 9 in 2018 include: the abolition of the
measurement of hedge effectiveness, time value of options and
forward points, determination of the total exposure of hedged

items, the possibility of hedging separate components of risk,
and a prohibition on the voluntary discontinuation of hedging
relationships.

The Bank took the opportunity afforded by IFRS 9 to continue
applying the requirements with regard to hedge accounting under
IAS 39. Eligible hedging instruments include:

o derivatives measured at fair value through profit or loss;

« non-derivative financial assets or non-derivative financial
liabilities measured at fair value through profit or loss; and

o contracts with parties external to the Group and the Bank.

2.3.10 Derivatives and hedge accounting

The Bank classifies derivatives as financial instruments held for
trading and financial instruments used for hedging. Derivatives
are initially recognised at fair value in the statement of financial
position. Fair values are determined on the basis of prices quoted
on an active market, and using the discounted future cash flow
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method or pricing models, depending on the specific derivative.
Derivatives are recognised in the statement of financial position
as an asset if their fair value is positive and as a liability if their fair
value is negative.

Changes in the fair value of derivatives that are not hedging
instruments are disclosed in profit or loss in the item net gains/
losses on financial assets and liabilities held for trading.

Financial instruments held for hedging include those
derivatives that meet the conditions for hedge accounting.

Hedge accounting means the booking of a hedging
relationship between the hedging instrument (usually a
derivative) and the hedged item (an asset or liability, or a group
of assets or group of liabilities with similar risk attributes) for
the purpose of mutually neutralising the effects of measuring
the two instruments in profit or loss, which would otherwise
not be recognised in profit or loss simultaneously. In doing

so, the hedging relationship should be formally noted and
appropriately documented.

When a hedging relationship is introduced, the Bank must
produce a formal document that describes the relationship
between the hedged item and the hedging instrument, the
purpose of risk management, the valuation methodology

and the hedging strategy. The Bank must also document the
assessment of the effectiveness of hedging instruments that are
exposed to changes in the fair value of the hedged item or the
hedged cash flows of the transaction that are attributable to the
hedge in question. These are the conditions that must be met
for hedging relationships to be eligible. The Bank assesses hedge
effectiveness at the conclusion of a transaction and then during
the hedging relationship, where hedge effectiveness must fall
within a range of 80% to 125%.

The Bank used fair value hedges in accordance with IAS 39 in
2023 and 2024.
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Fair value hedge

According to IAS 39, a fair value hedge is a hedge against exposure
to changes in the fair value of a recognised asset or liability or

a previously unrecognised firm commitment, or an identified
portion of such an asset, liability or firm commitment that can be
attributed to a particular risk and could affect profit or loss.

The Bank uses interest rate swaps as hedging instruments.

With an effective hedge, changes in the fair value of hedging
instruments (derivatives) are recognised immediately in the
income statement under the item of changes in fair value in hedge
accounting.

If a hedged item is measured at historical cost, the carrying
amount of that item is adjusted for the gain or loss associated with
the hedged item that can be attributed to the hedged risk, while
that gain or loss is also recognised in the income statement under
the item changes in fair value in hedge accounting.

If a hedged financial asset is measured at fair value through other
comprehensive income, the gain or loss attributable to the hedged
risk is recognised in the income statement under the item changes
in fair value in hedge accounting and not in other comprehensive
income.

Hedge accounting is discontinued when the hedging instrument
expires or is sold, terminated or exercised, when the hedge no
longer meets the hedge accounting criteria or the Bank revokes
the hedge designation.

If a hedging relationship fails to meet several conditions for hedge
accounting, the ineffective hedge in the form of a derivative is
disclosed in the income statement in the item net gains/losses on
financial assets and liabilities held for trading. An adjustment to
the carrying amount of a hedged financial instrument for which
the effective interest rate method is used is transferred to profit or
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loss over the remaining period until maturity. An adjustment to the
carrying amount of a hedged equity instrument is included in the
income statement at the time of sale.

2.3.11 Investments in subsidiaries, associates
and joint ventures

Investments in subsidiaries, associates and joint ventures are
recognised in the individual financial statements at original cost
(cost method), and dividends are recognised in the income
statement when the right to receive the dividend arises.

When there is evidence of the need for the impairment of an
investment in a subsidiary or joint venture, the Bank assesses

the recoverable amount for each investment separately. For
investments in subsidiaries where there is no goodwill at the time
of acquisition, an assessment is made of whether there is any
indication of impairment on the reporting date, and if there is such
indication, an impairment test is conducted. For investments in
ajoint venture, an impairment test is carried out on the basis of a
goodwill impairment test of cash-generating units that includes
goodwill.

Impairment tests are carried out for investments in accordance
with the commercial expectations of the individual investment.
The basis for the test is the valuation of the investment. The input
data for valuation comprises commercial expectations supported
by the individual undertaking’s business plan, and the influence
that SID Bank has on the individual undertaking's performance.
The valuation model is based on the measurement of discounted
cash flows. The discount factor is calculated in accordance with the
risks to which the individual investment is exposed.
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2.3.12 Property, plant and equipment and
intangible assets

Property, plant and equipment

Property, plant and equipment comprise real estate, equipment
and small inventory.

Property, plant and equipment are valued at original cost upon
initial recognition. The original cost comprises the purchase price,
import duties and non-refundable purchase taxes, and the costs
that can be directly attributed to making the asset fit for its intended
use. Subsequently incurred costs of maintenance and repairs in
connection with an item of property, plant and equipment are
disclosed as costs in profit or loss. Investments in existing property,
plant and equipment that increase the future economic benefits
increase the value of the aforementioned assets.

After initial recognition a cost model is applied, which means that items
of property, plant and equipment are recorded at original cost minus
the accumulated depreciation and accumulated impairment loss.

Land and buildings are treated separately, even if acquired together.
Property, plant and equipment become subject to depreciation
once the asset is available for use. Depreciation is charged on a

straight-line basis.

Depreciation rates applied in 2024 and 2023:

Depreciation rates applied %
Buildings and parts of

buildings >0
Computer equipment 14.3t033.3
Cars 12.5
Furniture 11.0
Other equipment 25.0
Small inventory 25.0

SID Bank

Property, plant and equipment are impaired when their carrying
amount exceeds their recoverable amount. The impairment loss is
recognised as an expense in the income statement. The existence
of indications of asset impairment is assessed at the end of each
financial year, on the reporting date. If such indications exist, the
recoverable amount of the asset is estimated as follows:

o thefairvalue less cost to sell, or
o thevalueinuse

whichever is higher.

The carrying amount of an individual item of property, plant and
equipment is derecognised upon its disposal, if future economic
benefits can no longer be expected from its use or disposal.

Intangible assets with determinable useful life

This item includes investments in software and licences. In 2024 and
2023, software and licences were subject to amortisation at a rate of
14.3%. Amortisation is charged on a straight-line basis.

Intangible assets with determinable useful life are impaired

when their carrying amount exceeds the recoverable amount.

The impairment loss is recognised as an expense in the income
statement. The existence of indications of impairment of intangible
assets is assessed at the end of each financial year, on the reporting
date. If such indications exist, the recoverable amount of the asset is
estimated as follows:

o thefairvalue less cost to sell, or
o thevaluein use,

whichever is higher.
After initial recognition, intangible assets with a determinable useful

life are disclosed using the cost model, at the original cost less the
accumulated amortisation and any accumulated impairment losses.
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Amortisation ceases either on the day when the asset is classified
as available-for-sale, or on the day when it is derecognised,
whichever is the earlier.

2.3.13 Accounting for leases

The Bank identifies contracts that satisfy the definition of a lease in
accordance with IFRS 16. A lease is defined as a contract or part of
a contract that conveys the right to control the use of an identified
asset for a specific period in exchange for consideration.

On the day that a lease commences, the Bank (as lessee)
recognises a right-of-use asset and lease liability. The Bank
measures a right-of-use asset at historical cost on the day that
the lease commences. The Bank keeps analytical records of assets
under lease recognised as right-of-use assets in the appropriate
property, plant and equipment and investment property
accounts.

The value of right-of-use assets comprises the amount of the
initially measured lease liability adjusted for all lease payments
made at or prior to the commencement of a lease, any lease
incentives, initial direct costs incurred by the lessee and
estimated costs that the lessee will incur at the end of the lease.
A right-of-use asset is treated similarly to other non-financial
assets and is thus depreciated accordingly. Right-of-use assets
under lease are depreciated linearly from the day that the lease
commences until the end of the asset’s useful life or until the end
of the lease term, if the latter is shorter.

A lease liability is calculated as the present value of future

lease payments, discounted at the rate implicit in the lease
if that rate can be determined; otherwise the incremental

borrowing rate is assumed.

The Bank assumes a five-year lease term for the calculation of the
net present value for contracts concluded for an indefinite period.



SID Bank

The Bank applied the following practical expedients provided for by
the standard:

« theBankdoes not separate non-lease components from lease
components; instead all lease components and the associated non-
lease components are treated as a single lease component; and

« theBankdoes not apply IFRS 16 to leases of intangible assets.

The Bank applies the following exemptions permitted by the standard
at the time of recognition:

o short-term leases (leases of up to 12 months); and
o low-value leases (the original cost of a new asset under lease does
not exceed EUR 5 thousand regardless of the age of the asset).

The Bank recognises lease payments associated with such leases as
leasing costs over the entire lease term using the straight-line method.

2.3.14 Other assets

Other assets include prepayments, accrued income, tax assets
and advances.

Other assets are recognised in the amounts arising from the relevant
documents, on the assumption that they will be recovered. The fair
value, i.e. the recoverable amount, is examined for other assets in
various ways on the reporting date. If there is objective evidence

of other assets disclosed at amortised cost having undergone an
impairment loss, that loss is disclosed as impairments in connection
with other assets; the carrying amount of the other assets is reduced
by the restatement in the value adjustment subsidiary account.

2.3.15 Provisions for liabilities and costs

Provisions are created for contingent losses in connection with
risks inherent in off-balance-sheet liabilities (undrawn approved
loans and credit lines, and guarantees), and for retirement
indemnity bonuses and jubilee benefits.
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Provisions for liabilities and costs are recognised when there is a
present commitment (legal or indirect) as a result of a past event,
and it is likely that in the settlement of the commitment there
will be an outflow of resources yielding economic benefits, and
a reliable estimate can be made of the commitment. Provisions
are reversed when excessive provisions are established or when
contingent losses in connection with risks are reduced.

SID Bank recognises provisions for off-balance-sheet liabilities
on the basis of the procedures cited in section 2.3.9 under
Impairments of financial assets and provisions.

2.3.16 Employee benefits

Employee benefits include current and non-current employee
benefits.

Current benefits include wages and salaries, wage compensation,
leave allowance, non-cash benefits, refunds of travel and

food expenses, and compensation for the use of own assets.
Current employee benefit commitments are recognised in an
undiscounted amount, and are disclosed as expenses when the
work of the employee is performed in respect of the specific
current benefit.

Non-current employment benefits include post-employment
benefits in the form of retirement indemnity bonuses and other
non-current employee benefits in the form of jubilee benefits.

Legislation stipulates that employees generally retire after 40 years
of service, and are then entitled to a one-off termination benefit
at retirement, provided that the stipulated conditions are met.
Employees are also entitled to jubilee benefits in accordance with
the collective agreement.

The requisite provisions on this basis are calculated in the amount
of the present value of future expenses, taking into account certain
assumptions. The creation and reversal of provisions is recognised
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in the income statement under the item of provisions. A change
in the present value of liabilities caused by approaching maturity
is recognised in the income statement under interest expenses.
Actuarial gains/losses on retirement indemnity bonuses are
recognised in the statement of comprehensive income, and are
never reclassified to the income statement. Actuarial gains/losses
on jubilee benefits are recognised in the income statement under
the item of provisions.

The creation of provisions for retirement indemnity bonuses and
jubilee benefits is based on a calculation by an independent
certified actuary using the projected unit credit method (a method
for accruing benefits in proportion to the work performed, or where
benefits are based on years of service at the Bank). The calculation
took account of the following key actuarial assumptions:

« discount rate: 3.3% (31 December 2023: 3.2%), which reflects
the return on high-quality corporate bonds (rated AA),

e 2.5%102.6% (31 December 2023: 2.4% to 4.3%) growth in
basic wages and variable remuneration estimated on the basis
of annual inflation, plus a real growth rate of 0.4 percentage
points, but no more than is projected for average wage
growth in Slovenia and wage growth as a result of promotion
and past years of service,

« employee turnover as a result of termination of employment
by the employee on the basis of data from previous years,

« amortality rate with regard to the mortality table for
Slovenia's population from 2007,

« retirement conditions in accordance with the ZPIZ-2, and
an assumption that women will not retire before 56 or men
before 58, irrespective of the total years of service.
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2.3.17 Other liabilities

Other liabilities include liabilities for wages, wage compensation
and contributions from wages, liabilities for accruals and deferred
income, tax liabilities and advances received.

2.3.18 Shareholder equity

Shareholder equity consists of share capital, share premium,
profit reserves, accumulated other comprehensive income, the
equity adjustment (shares held in treasury) and net profit for
the financial year.

Share capital is disclosed in the nominal value, and has been paid
up by the owners.

Share premium may be used in accordance with the law to cover
losses and increase capital.

Profit reserves are recognised when created by the body that
compiles the annual report or by a resolution of the competent
body, and are used in accordance with the articles of association
and the law.

Reserves under the articles of association may be used to cover
net loss during the financial year, to cover net losses brought
forward, to increase the share capital, to create reserves for treasury
shares and to cover major damage incurred during operations or
extraordinary business events. Other profit reserves are intended
to strengthen capital adequacy.

Accumulated other comprehensive income records accumulated
gains/losses from changes in the fair value of equities and debt
instruments measured at fair value through other comprehensive
income, and actuarial gains/losses plus/less any deferred taxes.

Own shares held in treasury are disclosed as a deduction to equity
in the amount of the consideration therefor.
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2.3.19 Interestincome and expenses

Interest income and interest expenses include interest on financial
instruments measured at amortised cost, interest-bearing financial
assets measured at fair value through other comprehensive income,
non-trading financial assets mandatorily at fair value through profit
or loss, hedging derivatives, and other assets and liabilities.

Income and expenses for interest on financial instruments
measured at amortised cost and interest-bearing financial assets
measured at fair value through other comprehensive income are
recognised in the income statement in the relevant period using
the effective interest rate method.

In previous years, when disclosing interest on financial assets
measured at amortised cost that were classified as Stage 3 and
interest on non-performing financial assets measured at fair value
through profit or loss, owing to technical limitations the Bank
applied a conservative approach, under which the total interest
was credited to allowances for credit losses, and only recognised
in the income statement when payment is made. Upon payment,
only interest from the unimpaired portion of the loan principal
was recognised under interest income in the income statement

if the loan is measured at amortised cost, or interest from the
loan’s fair value if the loan is measured at fair value. In the event
of payment, the interest relating to the remainder of the principal
was recognised by the Bank under revenues from the reversal of
impairments if the loan was measured at amortised cost, or under
net gains on financial assets mandatorily at fair value through profit
orloss if the loan was measured at fair value.

As of 2024 the Bank recognises interest income on the basis of

the gross carrying amount of financial assets, with the exception
of those financial assets that are credit-impaired and have been
classified to Stage 3, for which interest income is calculated by
means of an effective interest rate on the net amortised cost of the
financial asset.
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For financial assets measured at fair value through other
comprehensive income, interest income is calculated on the basis
of yield-to-maturity on the basis of the calculation of amortised
cost using the effective interest rate method.

2.3.20 Dividend income

Dividend income is recognised in the income statement when
the Bank acquires the right to payment and the amount of the
dividend can be reliably measured.

2.3.21 Fees and commission received and paid

Fees and commission included in the calculation of the effective
interest rate of a financial asset or a financial liability are disclosed
under interest income or interest expenses. The item of fee and
commission income thus includes fees and commission on issued
guarantees and approved credit operations that are not included

in the effective interest rate, while the item of fee and commission
expenses comprises fees and commission for borrowings, stock
exchange transactions, guarantees received and other services
provided (services in connection with the payment and management
of the Bank’s assets at another institution).

Fee and commission income, except for that comprising a constituent
part of the effective interest rate, is accounted for in accordance with
IFRS 15 Revenue from Contracts with Customers. In accordance with
IFRS 15, revenue is recognised when the Bank fulfils (or is fulfilling) its
performance obligation by transferring the promised service (i.e. an
asset) to the customer. An asset is deemed to have been transferred
when the customer obtains control of the asset. If the performance
obligation is fulfilled at a specific point in time, the associated revenues
are recognised in the income statement when the service is rendered.
If the performance obligation is fulfilled over a certain time period,
the associated revenues are recognised in the income statement in
accordance with the progress made in fulfilling the obligation. Due to
these rules, the Bank recognises fees and commission from approved
credit operations at the moment when the service is rendered, while
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it recognises fees and commission for guarantees issued over the
duration of the contract.

The amount of revenues associated with fees and commission

is measured on the basis of contractual provisions. If the amount
provided in the contract depends entirely or partially on variability, the
revenues are booked in the amount of the most probable value that
the Bank expects.

Fees and commission are generally recognised in the income
statement when the service has been rendered.

2.3.22 Net gains/losses on financial assets and
liabilities not measured at fair value
through profit or loss

Net gains/losses on financial assets not measured at fair value through
profit or loss include gains/losses realised from the sale, upon maturity
or other derecognition of financial assets not measured at fair value
through profit or loss, i.e. financial assets measured at fair value
through other comprehensive income and financial assets measured
atamortised cost.

The Bank discloses gains/losses from the operations of loan funds
established together with the METS and the Mol under net gains/
losses on financial liabilities not measured at fair value through profit
or loss. They are recognised on the basis of a contractually agreed
first loss clause: any loss on the part of the funds is first covered by
the priority participation of the METS and the Mol in loan fund risks
by reducing the liabilities to the METS and the Mol, which the Bank
discloses under financial liabilities measured at amortised cost.

2.3.23 Net gains/losses on non-trading financial
assets mandatorily at fair value through
profit and loss

Net gains/losses on non-trading financial assets mandatorily at fair
value through profit or loss include realised and unrealised gains/
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losses relating to equities, as well as the effects of measurement
and realised effects associated with debt securities, loans and other
financial assets that do not meet the conditions for measurement
at amortised cost.

2.3.24 Changes in fair value in hedge accounting

In connection with fair value hedging that meets the conditions for
hedge accounting, gains or losses from the remeasurement of the
hedging instruments at fair value are recognised immediately in the
income statement under the item of changes in fair value in hedge
accounting. Gains or losses on the hedged item that can be ascribed
to the hedged risk are also recognised in the same item, and the
carrying amount of the hedged item is adjusted accordingly at the
same time. If the hedging relationship no longer meets the conditions
for hedge accounting, the adjustment to the carrying amount of the
hedged item, to which the effective interest rate method is applied, is
transferred to profit or loss in the remaining period to maturity.

2.3.25 Other net operating income/expenses

Other net operating income/expenses disclosed in the income
statement include income and expenses from non-banking services.

Income from non-banking services include fees charged for services
provided under authorisation and other services.

Income is recognised when the contractual obligation has been
performed, i.e. when the goods and services have been transferred
to the customer. It is recognised in an amount that reflects the
consideration to which the undertaking expects to be entitled.
Other operating expenses mostly comprise expenses for donations.

2.3.26 Government grants

The Bank recognises government grants when there is an acceptable
assurance that it meets all the relevant conditions and will receive
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the grant. Government grants received by the Bank as compensation
for previously incurred expenses or losses or as immediate aid not
associated with any additional costs are recognised in profit or loss in
the period for which the Bank receives the grants. The Bank deducts
grants associated with income from the expenses disclosed in relation
to these grants. The Bank deducts government grants related to assets
from the carrying amount of the assets, and recognises them in profit
or loss over the useful life of the assets in question.

In 2024 the Bank met the conditions for receiving subsidies during
the purchase of electric vehicles.

2.3.27 Taxes

Corporate income tax is accounted for in accordance with local
legislation.

Deferred taxes are accounted for using the statement of financial
position liability method for all temporary differences arising between
the tax values of assets and liabilities and their carrying amounts.
Deferred taxes are calculated using the tax rates that are applicable as
at the reporting date, or that are expected to apply when the deferred
tax asset is realised or the deferred tax liability is settled. In calculating
its deferred taxes as at 31 December 2024, the Bank applied the tax
rate of 22% that was introduced for the levying of income tax by

the Act on Reconstruction, Development and Provision of Financial
Resources (ZORZFS) for the period of 2024 to 2028.

Deferred tax assets are recognised for all deductible temporary
differences if it is likely that an available taxable profit will arise against
which it will be possible to apply deductible temporary differences.

In accordance with IAS 12, deferred tax assets and liabilities are
netted against each other.

Deferred taxes in connection with the valuation of financial
instruments measured at fair value through other comprehensive
income are disclosed directly in other comprehensive income.
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In addition to a higher rate for corporate income tax for the period of
2024 to 2028, the ZORZFS also introduced a tax on the balance sheets
of banks and savings banks in the amount of 0.2% of the balance
sheet total calculated as an average value of balances as at the last day
of each month in the applicable tax period. If the tax liability exceeds
30% of the profit from ordinary operations before recognition of the
expense for the tax on the balance sheets of banks and savings banks
for the applicable tax period, the tax liability is equal to 30% of the
profit from ordinary operations before recognition of the tax expense
for the applicable tax period.

The Bank is not a top-up taxpayer under the Minimum Tax Act (ZMD),
by which Slovenia transposed Council Directive (EU) 2022/2523 of 14
December 2022 on ensuring a global minimum level of taxation for
multinational enterprise groups and large-scale domestic groups in
the Union into its legal system, in that it is not part of a multinational
enterprise group or a large-scale domestic group whose annual
revenue as reported in the consolidated financial statements of the
ultimate parent entity in at least two of the four consecutive fiscal
years immediately preceding the tested fiscal year is EUR 750,000
thousand or more.

2.3.28 Calculation of net earnings per share

Net earnings per share are calculated as the ratio of the net profit
disclosed by the Bank in the income statement to the number of
shares making up its share capital. Own shares held in treasury are not
included in the calculation.

2.3.29 Contingent liabilities and financial
commitments given

Financial guarantees, undrawn approved loans and credit
lines, and unpaid uncalled capital are disclosed under financial
commitments given.

Financial guarantees comprise irrevocable commitments for
payments when a customer fails to meet its liabilities to third
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parties. Financial guarantees are initially recognised at fair value,
which is usually equal to the amount of commission received. The
commission received is transferred to the income statement over
the lifetime of the guarantee using the linear accrual method. After
initial recognition, issued guarantees are disclosed in the statement
of financial position at the higher of the following values:

« theallowance for loss determined in accordance with IFRS 9, or
« the originally recognised amount less the cumulative amount
of revenue recognised in accordance with IFRS 15.

The risks related to contingent liabilities and financial commitments
given are assessed on the basis of applicable accounting policies
and internal regulations in connection with risk management
described in section 2.3.9 under Impairments of financial assets and
provisions. Any increase in liabilities dependent on risk is disclosed in
the item of provisions.

The nominal contract values of guarantees and undrawn approved
loans that are concluded at market terms are not recognised in the
statement of financial position.

2.3.30 Operations for the account of the
Republic of Slovenia

Operations on behalf of and for the account of the Republic
of Slovenia

The insurance operations that SID Bank provides on behalf of and for
the account of the Republic of Slovenia are disclosed under separate
items, as determined by the Bank of Slovenia for the administration
of transactions under authorisation. The assets and liabilities relating
to these transactions are not included in the Bank’s statement of
financial position.
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Operations on its own behalf and for the account of the
Republic of Slovenia

The operations of the FI 2014-2020 Fund of Funds and the Covid-19
Fund of Funds that SID Bank manages on its own behalf and for the
account of the Repubilic of Slovenia are recorded as separate items.
The assets and liabilities relating to these funds are not included in
the Bank's statement of financial position.

Explanations of the operations under Republic of Slovenia
authorisation are given in the section of the business report entitled
Operations under Republic of Slovenia authorisation.

2.3.31 Reporting by operating segment

Under IFRS 8, SID Bank has one operating segment: banking.
The banking segment constitutes a single operating segment,
as the operations at the Bank do not vary significantly in terms
of risk or return.

The majority of SID Bank's operations are on the domestic market,
for which reason it does not disclose additional itemisations by
geographical area.

2.3.32 New effective standards and interpretations
in the reporting period, and issued/
approved standards and interpretations not
yet effective and applied

Accounting standards, and amendments to and interpretations
of existing standards that were issued by the IASB and adopted
by the EU, and are effective as of 1 January 2024

« Amendment to IAS 1 Presentation of Financial Statements:
Classification of Liabilities as Current or Non-Current, adopted
by the EU on 19 December 2023 and effective 1 January
2024. The aim of the amendment is to clarify the principles
under IAS 1 for the classification of liabilities as current or
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non-current. The amendments clarify the meaning of the
right to defer settlement for at least 12 months, and the
requirements that the right exists at the end of the reporting
period, that the purpose of management does not affect the
classification of liabilities as current or non-current, and that
the counterparty’s possibilities that could lead to settlement
via the transfer of the entity’s own capital instruments do not
affect the classification of liabilities as current or non-current.
The amendments also stipulate that only covenants that the
entity is required to meet on or before the reporting date
will affect the classification of liabilities. There are additional
disclosure requirements for non-current liabilities arising from
loan arrangements subject to covenants that need to be met
within twelve months of the reporting date.

« Amendment to IFRS 16 Leases: Lease Liability in a Sale and
Leaseback, adopted by the EU on 20 November 2023 and
effective 1 January 2024: The purpose of the amendments is
to improve the requirements that the seller-lessee applies in
measuring the lease liability in sale and leaseback transactions
under IFRS 16, and at the same time makes no change to
the accounting of leases not related to sale and leaseback
transactions. The seller-lessee primarily determines “lease
payments” or “revised lease payments” in a way that it would
not recognise any amount of the gain or loss that relates
to the right of use retained by the seller-lessee. Applying
the requirements does not prevent the seller-lessee from
recognising in profit or loss any gain or loss relating to the
partial or full termination of the lease. In accordance with IAS
8, the seller-lessee applies the amendment retrospectively to
sale and leaseback transactions concluded after the effective
date, where that is the beginning of the annual reporting
period in which the entity first applied IFRS 16.

e Amendment to IAS 7 Statement of Cash Flows and IFRS
7 Financial Instruments: Disclosures — Supplier Finance
Arrangements, adopted by the EU on 15 May 2024 and
effective 1 January 2024: The amendments complement the
requirements under the IFRS, and require entities to disclose
the terms of supplier finance arrangements. Entities are
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also required to disclose, at the beginning and end of the
reporting period, the carrying amounts of financial liabilities
under supplier finance arrangements and the line items
under which these liabilities are presented, and the carrying
amounts of financial liabilities and the line items for which
the finance providers have already settled the corresponding
trade payables. Entities are also required to disclose the type
and effect of non-cash changes in the carrying amounts of
supplier finance arrangement financial liabilities that prevent
the carrying amounts of the financial liabilities from being
comparable. The amendments also require entities to disclose,
at the beginning and end of the reporting period, the range
of payment due dates for financial liabilities owed to the
finance providers and for comparable trade payables that are
not part of those arrangements.

The newly adopted standards and amendments of existing
standards had no material impact on the Bank's accounting policies,
or its financial performance, financial position and cash flows.

Accounting standards, and amendments to and
interpretations of existing standards that were issued by the
IASB and adopted by the EU, but are not yet effective for the
financial year beginning 1 January 2024

e« Amendments to IAS 21 The Effects of Changes in Foreign
Exchange Rates: Lack of Exchangeability, as adopted by the
EU on 12 November 2024 an effective 1 January 2025: The
amendments set out guidance on how entities should assess
whether a currency is exchangeable, and how to determine
the spot exchange rate in the case of lack of exchangeability.
A currency is deemed exchangeable into another currency
if the entity obtains the other currency during a period
including a normal administrative delay, and by market or
exchange mechanisms in which the transaction to exchange
currency would create enforceable rights and obligations. If
the currency cannot be exchanged into the other currency,
the entity is required to estimate a spot exchange rate on
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the measurement date. The entity’s objective in estimating
the spot exchange rate is to reflect the rate at which an
orderly exchange transaction would take place at the
measurement date between market participants under
prevailing economic conditions. The amendments state that
the entity can use an observable exchange rate without
adjustment or another estimation technique.

The Bank has not opted for the early application of amendments
to existing standards that have not yet entered into effect, and
assesses that those amendments will not have a material impact
on its accounting policies during initial application.

Accounting standards, amendments to and interpretations
of existing standards that were issued by the IASB, but not yet
adopted by the EU

e Amendments to IFRS 9 Financial Instruments and IFRS
7 Financial Instruments: Disclosures (classification and
measurement of financial instruments): In May 2024 the 1ASB
issued amendments to the classification and measurement
of financial instruments, which amended IFRS 9 Financial
Instruments and IFRS 7 Financial Instruments: Disclosures and
enter into force for annual reporting periods beginning on or
after 1 January 2026, with early adoption allowed.

e Amendments to IFRS 9 Financial Instruments and IFRS 7
Financial Instruments: Disclosures (Contracts Referencing
Nature-Dependent Electricity): In December 2024 the IASB issued
targeted amendments to improve the presentation of nature-
dependent electricity contracts, which amended IFRS 9 Financial
Instruments and IFRS 7 Financial Instruments: Disclosures and
enter into force for annual reporting periods beginning on or
after 1 January 2026, with early adoption allowed.

o IFRS 18 Presentation and Disclosure in Financial Statements:
In April 2024 the IASB issued its new standard IFRS 18
Presentation and Disclosures in Financial Statements, which
replaces IAS 1 Presentation of Financial Statements. The
standard introduces new requirements with regard to
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presentations in the income statement. It requires entities to
disclose all revenues and expenses in the income statement
in one of five categories: operating, investing, financing,
income tax and discontinued operations. These categories
are supplemented by requirements for the presentation of
subtotals for operating profit or loss, profit or loss before
financing and income tax, and profit or loss. There is also

a requirement for management-defined performance
measures, and new requirements to improve aggregation
and disaggregation of financial information on the basis of
the defined roles of fundamental financial statements and
notes. Amendments are consequently also made to other
accounting standards. IFRS 18 applies to reporting periods
beginning on or after 1 January 2027, and early adoption is
permitted. The standard is also applied retrospectively in
annual and interim financial statements.

o IFRS 19 Subsidiaries without Public Accountability:
Disclosures: In May 2024 the IASB issued IFRS 19 Subsidiaries
without Public Accountability: Disclosures, which is effective
for annual reporting periods beginning on or after 1 January
2027, with early adoption permitted.

e Annual Improvements to IFRS Accounting Standards
(Volume 11): The IASB issued the Annual Improvements to
IFRS Accounting Standards (Volume 11) in July 2024. Entities
should apply them to annual reporting periods beginning
on or after 1 January 2026. Early adoption is permitted.

o Amendments to IFRS 10 Consolidated Financial Statements
and IAS 28 Investments in Associates and Joint Ventures
(Sale or Contribution of Assets between an Investor and
its Associate or Joint Venture): In December 2015 the IASB
indefinitely deferred the effective date of these amendments
until the completion of its research project on the equity
method.

The Bank envisages that the introduction of the new standards
and the amendments to existing standards in the period of
initial application will have no material impact on its accounting
policies and measurement of financial performance, although
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IFRS 18 will affect how the latter is presented. The Bank does

not yet have a more detailed assessment of the scale of the
operational changes caused by the introduction of the modified
structure of the income statement and the additional disclosure
requirements. The Bank opted not to apply any new standards or
amendments to existing standards before the date of mandatory
application.
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241  Cash, cash balances at central banks and demand deposits at banks

SID Bank is obliged to meet the reserve requirement
at the central bank. The reserve requirement is 1%
of the stock of deposits received and issued debt

securities with an agreed maturity of up to two years.

At the end of 2024 the reserve requirement was zero
(31 December 2023: zero).
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31 Dec 2024 31 Dec 2023
Cash balances at central banks 493,001 323,682
Demand deposits at banks 157 103
Total 493,158 323,785
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24.2  Non-trading financial assets mandatorily at fair value through profit or loss

Breakdown by type of non-trading financial asset mandatorily at fair value through profit or loss

31 Dec 2024 31 Dec 2023
Equity instruments 1,068 4,930
Shares (of independent undertakings) 0 3,439
Equity holdings 1,068 1,491
Alternative investment funds 45,012 48,336
Loans and advances 2,609 1,976
Loans and advances to non-bank customers 2,609 1,976
Total 48,689 55,242
Changes in non-trading financial assets mandatorily at fair value through profit or loss: equity instruments
2024 2023
Balance as at 1 Jan 4,930 3,810
Recognition of new financial assets 40 57
Derecognition of financial assets (2,591) 0
Net changes in fair value (1,311) 1,063
Balance as at 31 Dec 1,068 4,930
Changes in non-trading financial assets mandatorily at fair value through profit or loss: alternative investment funds
2024 2023
Balance asat 1 Jan 48,336 33,836
Recognition of new financial assets 4,260 10,725
Derecognition of financial assets (10,708) 0
Net changes in fair value 3,124 3,775
Balance as at 31 Dec 45,012 48,336
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Changes in non-trading financial assets mandatorily at fair value through profit or loss: loans and advances
2024 2023
Balance asat 1 Jan 1,976 1,336
Calculated interest, fees and commission 56 60
Repayments (136) (445)
Net changes in fair value 713 1,142
Write-offs 0 (117)
Balance as at 31 Dec 2,609 1,976
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24.3  Financial assets measured at fair value through other comprehensive income

Breakdown by type of financial asset measured at fair value through other comprehensive income

In its securities portfolio management, SID Bank strives

d bl > 31 Dec 2024 31 Dec 2023
for a combination of safety, liquidity and profitability =
in order to ensure liquidity, the stabilisation of net Debt securities 393,314 406,509
interest income, and ALM. To this end, the debt Bonds 393,314 406,509
securities portfolio contains a large proportion of Government 302,294 263,226
ketabl iti her highl
r'nar' etab e'g'ovemment securities and other highly R e v 129,491 118,166
liquid securities. SID Bank also made purchases of debt
securities within its existing mandate frameworks to Other countries 172,803 145,060
support domestic bank and corporate issuers. Banks 44,925 65,310
Non-financial corporations 27,153 56,789
With regard to debt securities measured at fair value ) .
o . Financial institutions 18,942 21,184
through other comprehensive income, the Bank carried
out a reversal of impairments in the amount of EUR 78 Equities 15,978 15,532
thousand in 2024 (2023: EUR 59 thousand), of which Shares 15,978 15,532
EUR 19 thousand was attributable to a change in the Total 409,292 422,041
methodology for calculating expected credit losses.
Quoted 392,313 401,320
Equities comprise an investment in a strategic partner, Unquoted 16,979 20,721
namely the EIF. The increase in the value of equities is Total 409,292 422,041
h It of iti luation of the i .
the result of a positive revaluation of the investment Allowances for credit losses 72) (150)

In 2023 and 2024 the Bank did not generate any net

gains/losses on derecognition of equities measured The breakdown of debt securities measured at fair

at fair value through other comprehensive income, value through other comprehensive income according

meaning that there was no transfer to retained earnings. to issuer credit rating is illustrated in section 3.1 Credit
risk.

The Bank did not hold any pledged financial assets
measured at fair value through other comprehensive
income during the reported years.
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Changes in financial assets measured at fair value through other comprehensive income: debt securities
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2024 2023

Stage 1 Stage 1

Balance as at 1 Jan 406,509 507,271
Recognition of new financial assets 41,372 9,982
Accrued interest 1,705 1,016
Interest paid (3,969) (5,053)
Derecognition of financial assets (67,968) (129,951)
Net changes in fair value 15,645 21,140
Effect of change in fair value of hedged financial instruments 20 2,104
Balance as at 31 Dec 393,314 406,509

Changes in loss allowances for financial assets measured at fair value through other comprehensive income: debt securities

2024 2023

Stage 1 Stage 1

Balance asat 1 Jan (150) (209)
Creation of impairments (35) (42)
Reversal of impairments 113 101
Balance as at 31 Dec (72) (150)
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Changes in accumulated other comprehensive income from financial assets measured at fair value through other comprehensive income: debt securities

2024 2023
Stage 1 Stage 1
Balance as at 1 Jan (27,865) (46,012)
Net changes in fair value 13,020 20,447
Transfer of (gains)/losses to profit or loss upon sale 2,625 693
Creation of impairments (78) (59)
Deferred tax (3,424) (2,934)
Balance as at 31 Dec (15,723) (27,865)
Changes in financial assets measured at fair value through other comprehensive income: equities
2024 2023
Balance asat 1 Jan 15,532 15,179
Net changes in fair value 446 353
Balance as at 31 Dec 15,978 15,532
Changes in accumulated other comprehensive income from financial assets measured at fair value through other comprehensive income: equities
2024 2023
Balance asat 1 Jan 4,037 3,906
Net changes in fair value 446 353
Deferred tax (98) (222)
Balance as at 31 Dec 4,385 4,037
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244  Financial assets measured at amortised cost

In 2024 the Bank classified the majority of its

new debt securities purchased within its existing
mandate frameworks to support domestic bank

and corporate issuers to its first business model

upon initial recognition. Financial assets of this kind,
whose primary purpose is to generate cash flows, are
disclosed under financial assets measured at amortised
cost. Securities classified in this way are not subject

to active management and sale prior to maturity, and
must therefore meet certain criteria that will allow the
objective of collecting cash flows to be achieved.

The reasons for creation of additional impairments

of EUR 2,020 thousand are stated in section 2.5.11
Impairments. The breakdown of debt securities
measured at amortised cost according to issuer credit
rating is illustrated in section 3.1 Credit risk.

The Bank did not hold any pledged debt securities
measured at amortised cost during the reported years.
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Breakdown by type of financial asset measured at amortised cost
31 Dec 2024 31 Dec 2023
Debt securities 223,478 168,526
Loans and advances to banks 189,853 259,187
Loans and advances to non-bank customers 1,325,818 1,426,195
Other financial assets 5,297 3,850
Total 1,744,446 1,857,758
Debt securities
31 Dec 2024 31 Dec 2023
Bonds
Government 63,127 63,083
Banks 146,688 105,635
Non-financial corporations 15,875 0
Gross exposure 225,690 168,718
Loss allowances (2,212) (192)
Net exposure 223,478 168,526
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Changes in debt securities (gross exposure)

2024 2023

Stage 1 Stage 2 Total Stage 1

Balance asat 1 Jan 168,718 0 168,718 71,146
Transfer from Stage 1 to Stage 2 (5,687) 5,687 0 0
Recognition of new financial assets 73,326 0 73,326 94,974
Accrued interest 10,383 0 10,383 4,052
Interest paid (8,737) 0 (8,737) (1,454)
Derecognition of financial assets (18,000) 0 (18,000) 0
Balance as at 31 Dec 220,003 5,687 225,690 168,718

Changes in debt securities (loss allowances)

2024 2023

Stage 1 Stage 2 Total Stage 1

Balance asat 1 Jan (192) 0 (192) (6)
Transfer from Stage 1 to Stage 2 97 (97) 0 0
Creation of impairments (214) (1,827) (2,041) (188)
Reversal of impairments 21 0 21 2

Balance as at 31 Dec (288) (1,924) (2,212) (192)
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Loans and advances to banks
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As at 31 December 2024 the Bank held EUR 6,055

, , 31 Dec 2024 31 Dec 2023
thousand in deposits pledged as coverage for

settlement of liabilities from purchased interest Loans and advances 184,089 247,715
rate swaps for reason of their negative fair value (31 Deposits 6,056 12,794
December 2023: EUR 12,792 thousand). Gross exposure 190,145 260,509
The classification of loans and advances to banks with L0ss allowances (292) (1.322)
respect to rating grade is presented in section 3.1 Net exposure 189,853 259,187

Credit risk under Analysis of credit quality: financial
assets measured at amortised cost — loans and
advances to banks.
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244  Financial assets measured at amortised cost

Changes in loans and advances to banks (gross exposure)

SID Bank
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2024 2023

Stage 1 Stage 3 Total Stage 1 Stage 3 Total
Balance asat 1 Jan 240,594 19,915 260,509 316,414 29,364 345,778
Increase due to new loan drawdowns 1,150 0 1,150 56,650 0 56,650
Decrease due to repayments (59,804) (11,234) (71,038) (134,270) (9,542) (143,812)
Other net changes (780) 52 (728) 1,698 93 1,791
Zitcﬁjhdai:ge;ecilsceot;)nriw;zii)ﬁcation of contractual cash flows 252 0 252 102 0 102
Balance as at 31 Dec 181,412 8,733 190,145 240,594 19,915 260,509

Changes in loans and advances to banks (loss allowances)
2024 2023

Stage 1 Stage 3 Total Stage 1 Stage 3 Total
Balance asat 1 Jan (313) (1,009) (1,322) (300) (1,488) (1,788)
Increase due to new loan drawdowns 0 0 0 (15) 0 (15)
Decrease due to repayments 69 419 488 86 402 488
Net change due to change in credit risk 42 493 535 (84) 2,046 1,962
Net change due to change in methodology 0 64 64 0 0 0
Net changes with effects on profit or loss 1M 976 1,087 (13) 2,448 2,435
Other changes without effects on profit or loss 0 (57) (57) 0 (1,969) (1,969)
Net changes without effects on profit or loss 0 (57) (57) 0 (1,969) (1,969)
Balance as at 31 Dec (202) (90) (292) (313) (1,009) (1,322)
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Loans and advances to non-bank customers
As at 31 December 2024 the Bank did not hold 31 Dec 2024 31 Dec 2023
pledged loans and advances to non-bank customers
(31 December 2023: EUR 44,379 thousand). Loans and advances U S UAZE
Government 150,917 166,871
The classification of loans and advances to non-bank Non-financial corporations 1,184,274 1,262,492
quality: financial assets measured at amortised cost — Receivables from factoring 38,774 44,656
loans and advances to non-bank customers. Gross exposure 1,374,363 1,474,544
Loss allowances (48,545) (48,349)
Net exposure 1,325,818 1,426,195
Changes in loans and advances to non-bank customers (gross exposure)
2024 Stage 1 Stage 2 Stage 3 POCI Total
Balance asat 1 Jan 1,304,473 101,343 65,210 3,518 1,474,544
Transfer from Stage 1 to Stage 2 (145,868) 145,868 0 0 0
Transfer from Stage 1 to Stage 3 (818) 0 818 0 0
Transfer from Stage 2 to Stage 3 0 (17,754) 17,754 0 0
Transfer from Stage 2 to Stage 1 29,068 (29,068) 0 0 0
Transfer from Stage 3 to Stage 2 0 1,767 (1,767) 0 0
Increase due to new loan drawdowns/recognitions 132,254 2,039 0 5,521 139,814
Decrease due to repayments/derecognition (198,006) (13,652) (12,632) (2,365) (226,655)
Other net changes (10,335) 417 1,929 (1,170) (9,159)
Net changes due to modification of contractual cash flows (excluding derecognition) 400 46 108 95 649
Write-offs 0 0 (4,830) 0 (4,830)
Balance as at 31 Dec 1,111,168 201,006 56,590 5,599 1,374,363
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244  Financial assets measured at amortised cost

Changes in loans and advances to non-bank customers (gross exposure)
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2023 Stage 1 Stage 2 Stage 3 POCI Total
Balance asat 1 Jan 1,246,737 120,282 50,374 7,246 1,424,639
Transfer from Stage 1 to Stage 2 (51,549) 51,549 0 0 0
Transfer from Stage 1 to Stage 3 (947) 0 941 0 0
Transfer from Stage 2 to Stage 3 0 (34,009) 34,009 0 0
Transfer from Stage 2 to Stage 1 34,190 (34,190) 0 0 0
Transfer from Stage 3 to Stage 1 1,114 0 (1,114) 0 0
Transfer from Stage 3 to Stage 2 0 8,213 (8,213) 0 0
Increase due to new loan drawdowns/recognitions 314,959 2,500 0 375 317,834
Decrease due to repayments/derecognition (241,824) (13,403) (7,749) (7,232) (270,208)
Other net changes 2,682 393 262 2,987 6,324
Net changes due to modification of contractual cash flows (excluding derecognition) (895) 8 (761) 246 (1,402)
Write-offs 0 0 (2,539) (104) (2,643)
Balance as at 31 Dec 1,304,473 101,343 65,210 3,518 1,474,544
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244  Financial assets measured at amortised cost

Changes in loans and advances to non-bank customers (loss allowances)
2024 Stage 1 Stage 2 Stage 3 POCI Total
Balance asat 1 Jan (4,926) (10,122) (35,272) 1,971 (48,349)
Transfer from Stage 1 to Stage 2 763 (763) 0 0 0
Transfer from Stage 1 to Stage 3 5 0 (5) 0 0
Transfer from Stage 2 to Stage 3 0 2,500 (2,500) 0 0
Transfer from Stage 2 to Stage 1 (2,428) 2,428 0 0 0
Transfer from Stage 3 to Stage 2 0 (1,939) 1,939 0 0
Increase due to new loan drawdowns/recognitions (591) (106) 0 (139) (836)
Decrease due to repayments/derecognition 2,454 5,039 4,029 197 11,719
Net change due to change in credit risk (288) (9,059) (7,517) (1,136) (18,000)
Net change due to change in methodology 2,919 (1,773) 917 812 2,875
Net changes with effects on profit or loss 2,834 (3,673) (3,137) (266) (4,242)
Changes due to derecognition of existing and recognition of new asset 0 0 2,970 0 2,970
Other changes without effects on profit or loss 0 0 (3,525) (229) (3,754)
Write-offs 0 0 4,830 0 4,830
Net changes without effects on profit or loss 0 0 4,275 (229) 4,046
Balance as at 31 Dec (2,092) (13,795) (34,134) 1,476 (48,545)
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244  Financial assets measured at amortised cost

Changes in loans and advances to non-bank customers (loss allowances)
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2023 Stage 1 Stage 2 Stage 3 POCI Total
Balance asat 1 Jan (6,974) (11,356) (28,897) 3,779 (43,448)
Transfer from Stage 1 to Stage 2 1,048 (1,048) 0 0 0
Transfer from Stage 1 to Stage 3 9 0 9) 0 0
Transfer from Stage 2 to Stage 3 0 2,903 (2,903) 0 0
Transfer from Stage 2 to Stage 1 (1,644) 1,644 0 0 0
Transfer from Stage 3 to Stage 1 (657) 0 657 0 0
Transfer from Stage 3 to Stage 2 0 (4,888) 4,888 0 0
Increase due to new loan drawdowns/recognitions (1,111) (116) 0 (24) (1,251)
Decrease due to repayments/derecognition 2,294 6,487 4,215 (2,085) 10,911
Net change due to change in credit risk 2,109 (3,747) (10,283) 1,092 (10,829)
Net changes with effects on profit or loss 2,048 1,235 (3,435) (1,017) (1,169)
Other changes without effects on profit or loss 0 (1) (5,479) (895) (6,375)
Write-offs 0 0 2,539 104 2,643
Net changes without effects on profit or loss 0 (1) (2,940) (791) (3,732)
Balance as at 31 Dec (4,926) (10,122) (35,272) 1,971 (48,349)
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244  Financial assets measured at amortised cost
Other financial assets
Receivables on other bases include receivables for 31 Dec 2024 31 Dec 2023
assets in the fiduciary account, for refunds and for
approved subsidies. Fee and commission receivables 19 20
Trade receivables 1,941 371
The classification of other financial assets with respect Receivables on other bases 3,344 3,463
to rati dei ted i tion 3.1 Credit
gra ing grade \s'presen g in Sefc ion ' redi Gross exposure 5304 3.854
risk under Analysis of credit quality: financial assets
measured at amortised cost — other financial assets. Loss allowances 7) @
Net exposure 5,297 3,850
Changes in other financial assets (gross exposure)
2024 2023
Stage 1 Stage 3 Total Stage 1 Stage 3 Total
Balance as at 1 Jan 3,854 0 3,854 3,043 1 3,044
Increase due to new recognitions 140,363 4 140,367 154,689 0 154,689
Decrease due to repayments (138,916) (1) (138,917) (153,878) 0 (153,878)
Write-offs 0 0 0 (1 (1)
Balance as at 31 Dec 5,301 5,304 3,854 0 3,854
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244  Financial assets measured at amortised cost

Changes in other financial assets (loss allowances)
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2024 2023
Stage 1 Stage 3 Total Stage 1 Stage 3 Total
Balance as at 1 Jan @ 0 @ 0 M m
Increase due to new recognitions 0 (4) (4) 4) 0 4)
Decrease due to repayments 0 1 1 0 0 0
Write-offs 0 0 0 1 1
Balance as at 31 Dec (4) (3) (7) (4) 0 (4)




SID Bank

Annual report 2024 Page 131
245 Derivatives — hedge accounting
Derivatives - hedge accounting, breakdown by risk category and hedge type
31 Dec 2024 31 Dec 2023
Contractual Fair value Contractual Fair value
value Assets Liabilities value Assets Liabilities
Interest rate risk
Fair value hedge
Interest rate swaps
Hedgi f bond d at fair value th h oth
edging o .on‘ s measured at fair value through other 0 0 0 15,000 734 0
comprehensive income
Hedging of issued bonds measured at amortised cost 440,000 15,033 6,069 315,000 9,126 12,294
Total 440,000 15,033 6,069 330,000 9,860 12,294

The Bank uses interest rate swaps to hedge against the interest rate risk
associated with on-balance-sheet asset and liability items in accordance
with the internally approved interest rate risk limits. When concluding
interest rate swaps, the Bank applies rules governing the accounting
treatment of fair value hedges.

As at 31 December 2024 the Bank held four long-term interest rate swaps
as fair value hedges of issued bonds, with a total contractual value of EUR
440,000 thousand.

The Bank discontinued its hedge accounting in two interest rate swaps
held as fair value hedges for fixed-rate bonds disclosed under financial
assets measured at fair value through other comprehensive income on
account of the balancing of the interest rate position and the maturity of
the hedged instrument.

The Bank did not hold any instruments as cash flow hedges or hedges of a
net investment in a foreign operation in 2023 or 2024.
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245 Derivatives — hedge accounting

The table above discloses the accumulated change

in the fair value of the hedged item arising from
hedges, which is included in the carrying amount

of the hedged item recognised in the statement of
financial position. The accumulated change in fair
value is presented in the same item of the statement of
financial position as the hedged item.

Upon the termination of the contract for reason of
the balancing of the interest rate position, the Bank
ceased adjusting the value of the hedged item for
gains and losses from hedging. The accumulated
change in the fair value of the hedged item that
remained in the statement of financial position
amounted to EUR 552 thousand as at the day of
termination and it will be transferred to interest
income through the recalculated higher interest rate
until the maturity of the bond in 2027.

In both reported years all the hedging relationships
between hedging instruments (interest rate swaps)
and hedged items (purchased or issued long-term
bonds) according to international accounting
standards were effective, with the actual hedge ratio
ranging from 80% to 125%. This means that the gains
or losses from the valuation of interest rate swaps,
which are recognised in the income statement, could
be neutralised due to the valuation of hedged items in
the opposite direction. Losses in that regard amounted
to EUR 407 thousand in 2024 (2023: EUR 319 thousand).
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Accumulated amount of adjustments to fair value hedges for hedged items

31 Dec 2024 31 Dec 2023
Carrying Accumulated Carrying Accumulated
amount of changein amount of changein
hedged item fair value of hedged item fair value of
hedged item hedged item
Fair value hedge
Financial assets measured at fair value through other
comprehensive income
Fixed-rate bonds 0 0 14,721 (610)
Financial liabilities measured at amortised cost
Fixed-rate bonds 446,535 8,930 319,653 (1,310)
Changes in fair value in hedge accounting recognised in income statement
2024 2023
Fair value hedge
Net gains/(losses) on derivatives held for hedging 9,813 11,556
Interest rate swaps 9,813 11,556
Net gains/(losses) on hedged items (10,220) (11,875)
Bonds measured at fair value through other comprehensive income 20 2,104
Issued bonds measured at amortised cost (10,240) (13,979)
Total gains/(losses) (407) (319)
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246  Investments in subsidiaries and joint ventures
31 Dec 2024 31 Dec 2023
SID Svetovanje Prvi faktor, Prvi faktor, Total Prvi faktor, Prvi faktor, Total
Ljubljana (in Beograd (in Ljubljana (in Beograd (in
liquidation) liquidation) liquidation) liquidation)
Equity investments 50 15,337 279 15,666 15,337 279 15,616
Allowances for equity investments 0 (15,337) (279) (15,616) (15,337) (279) (15,616)
Total 50 (1] (1] 50 0 0 0
The Bank'’s share of the losses of the joint ventures was o
. . N . Data on joint ventures
larger than its participating interest, for which reason
it ceased recognising its share in subsequent losses. 31 Dec 2024 31 Dec 2023
Giveh the uncertainty.in thg HquAidati‘on proceedings, Share of voting Net profit Share of voting Net profit
the investments remained impaired in full. rights, % rights, %
Prvi Faktor Group 50 970 50 1,502

SID Bank established SID Svetovanje d.o.o. as the sole
member in December 2024, as a vehicle to which it
will spin off certain parts of the business in 2025. The
aforementioned undertaking did not trade in 2024,
and did not disclose any profits or losses.
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247  Property, plant and equipment and intangible assets

The Bank did not hold any pledged non-current
assets in the reported years. The historical cost of
fully depreciated property, plant and equipment
that are still in use amounted to EUR 4,521
thousand as at 31 December 2024, of which EUR
3,174 thousand related to buildings (31 December
2023: EUR 4,828 thousand, of which EUR 3,174
thousand related to buildings).

Assets that the Bank holds on lease (and are
recognised in accordance with IFRS 16) are
described in detail in section 2.4.8 Leases.

Changes in property, plant and equipment
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Real estate Land Computers Other Property, Total property,
under and equipment plant and plant and
operating lease buildings equipment equipment
under
2024 construction
Cost
Balance asat 1 Jan 237 10,069 2,578 1,170 0 14,054
Additions 46 0 583 216 799 1,644
Disposals 0 0 (588) (85) (799) (1,472)
Balance as at 31 Dec 283 10,069 2,573 1,301 0 14,226
Accumulated depreciation
Balance asat 1 Jan 0 (7,264) (1,472) (764) 0 (9,500)
Depreciation (47) (328) (392) (109) 0 (876)
Disposals 0 0 587 72 0 659
Balance as at 31 Dec (47) (7,592) (1,277) (801) 0 (9,717)
Carrying amount as at 31 Dec 236 2,477 1,296 500 0 4,509
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247  Property, plant and equipment and intangible assets

Changes in property, plant and equipment

Real estate Land Computers Other Property, Total property,
under and equipment plant and plant and
operating lease buildings equipment equipment
under
2023 construction
Cost
Balance asat 1 Jan 0 10,069 1,568 1,175 0 12,812
Additions 237 0 1,060 18 1,078 2,393
Disposals 0 0 (50) (23) (1,078) (1,151)
Balance as at 31 Dec 237 10,069 2,578 1,170 0 14,054
Accumulated depreciation
Balance asat 1 Jan 0 (6,936) (1,300) (671) 0 (8,907)
Depreciation 0 (328) (222) (114) 0 (664)
Disposals 0 0 50 21 0 71
Balance as at 31 Dec 0 (7,264) (1,472) (764) 0 (9,500)
Carrying amount as at 31 Dec 237 2,805 1,106 406 0 4,554
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247  Property, plant and equipment and intangible assets

Changes in intangible assets

31 Dec 2024 31 Dec 2023
Intangible Intangible Total intangible Intangible Intangible Total
assets assets under assets assets assets under intangible
construction construction assets
Cost

Balance asat 1 Jan 4,757 430 5187 4,490 138 4,628
Additions 1,665 1,494 3,159 274 566 840
Disposals (53) (1,665) (1,718) (7) (274) (281)
Balance as at 31 Dec 6,369 259 6,628 4,757 430 5187

Accumulated amortisation
Balance as at 1 Jan (3,984) 0 (3,984) (3,631) 0 (3,631)
Amortisation (385) 0 (385) (360) 0 (360)
Disposals 53 0 53 7 0 7
Balance as at 31 Dec (4,316) 0 (4,316) (3,984) 0 (3,984)

Carrying amount as at 31 Dec 2,053 259 2,312 773 430 1,203
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248 Leases

Bank as lessee

The Bank has leased commercial premises and other equipment
that it uses in its operations. The lease agreement for the
commercial premises has been concluded for an indeterminate
period with a notice period of less than 12 months. The Bank
treats the lease agreement in accordance with IFRS 16, given the
reasonable certainty that as the lessee it will not exercise the
option of terminating the lease over the long term. The Bank used
a five-year lease term as the assumption for calculating the net
present value of this agreement. It used the interest rate on five-
year government bonds plus a premium for the Bank to calculate
the discount rate.

The right-of-use asset is disclosed in the statement of financial
position under the item of property, plant and equipment, while the
lease liability is disclosed under the item of other financial liabilities.

The Bank remeasured the lease liabilities at the end of 2024. The
Bank recognised the amount from the remeasurement of the lease
liabilities as an adjustment to the value of the right-of-use asset,
disclosing it as an increase in the table of changes in property,
plant and equipment.
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Impact of leases on the statement of financial position
31 Dec 2024 31 Dec 2023
Assets
Right-of-use assets 236 237
Commercial premises 236 237
Total assets 236 237
Liabilities
Long-term lease liabilities 238 237
Total liabilities 238 237
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248  Leases

The Bank did not have any costs in connection with
variable rents or gains/losses from sale and leaseback
transactions in 2024.

The Bank opted not to recognise the right-of-use
assets and lease liabilities for short-term leases. The
rents associated with such leases are recognised

as expenses over the entire lease term using the
straight-line method.

SID Bank

Maturity analysis of liabilities under lease agreements
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31 Dec 2024 31 Dec 2023
Lease liabilities
Upto 1 month 4 4
1 to 3 months
3to 12 months 34 34
1to 5 years 193 192
Total 238 237
Impact of leases on the income statement
2024 2023
Depreciation of right-of-use assets 47) 0
Commercial premises (47) 0
Interest expenses for lease liabilities (6) 0
Expenses for short-term leases (included under administrative expenses — cost of services) (112) (141)
Impact of leases on the statement of cash flows
2024 2023
Total cash expenditure for leases (152) (136)
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249  Tax assets and liabilities

The Bank disclosed an asset vis-a-vis the FARS from
levied corporate income tax at the end of 2024 due to
overpaid tax prepayments, having disclosed a liability
in the amount of EUR 1,564 thousand vis-a-vis the
FARS in 2023.
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31 Dec 2024 31 Dec 2023
Corporate income tax assets 898 46
Deferred tax assets (net) 7,351 10,440
Total tax assets 8,249 10,486
Corporate income tax liabilities 0 1,564
Total tax liabilities 0 1,564
Breakdown by type of deferred tax
31 Dec 2024 31 Dec 2023
Deferred tax assets from:
Equity investments 3,436 3,436
Provisions for pensions and jubilee benefits 54 63
Financial assets measured at fair value through other comprehensive income 4,496 7,892
Financial assets measured at amortised cost 487 42
Fixed assets 161 146
Total deferred tax assets 8,634 11,579
Deferred tax liabilities from:
Financial assets measured at fair value through other comprehensive income 1,283 1,139
Total deferred tax liabilities 1,283 1,139
Net deferred tax assets/(liabilities) 7,351 10,440
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249  Tax assets and liabilities

SID Bank did not have any unrecognised deferred
taxes in the reported years.

Deferred taxes in connection with the valuation of
financial instruments measured at fair value through
other comprehensive income are disclosed directly

in other comprehensive income, while other deferred
taxes were recognised in the income statement. The
deferred tax assets are primarily due to deductible
temporary differences in connection with the
negative valuation of financial assets measured at

fair value through other comprehensive income and
impairments of equity investments, while the deferred
tax liabilities are primarily due to deductible temporary
differences in connection with the positive valuation
of financial assets measured at fair value through other
comprehensive income.

The decline in deferred tax assets compared with

the previous year is attributable to the maturing of
debt securities measured at fair value through other
comprehensive income and the consequent decline in
the associated portfolio.
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2024 2023
Included in income statement from:
Impairment of financial assets measured at fair value through other comprehensive income (17) (6)
Impairment of financial assets measured at amortised cost 444 41
Impairment of equity investments 0 468
Provisions for pensions and jubilee benefits 9) (76)
Amortisation/depreciation above the prescribed tax rate 16 35
Total included in income statement 434 462
Included in other comprehensive income from:
Revaluation of financial assets measured at fair value through other comprehensive income (3,522) (3,156)
Total included in other comprehensive income (3,522) (3,156)
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2410 Other assets
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31 Dec 2024 31 Dec 2023
Receivables for advances 1 1
Deferred expenses 894 882
Accrued income 109 65
Other accruals 1 0
Gross exposure 1,005 948
Net exposure 1,005 948
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2411  Financial liabilities measured at amortised cost

The Bank issued its SEDABI 3.423 06/20/31 seven-year
fixed-rate bonds with a nominal value of EUR 125,000
thousand in June 2024.

Loans and advances from non-bank customers
include long-term purpose-specific funding received
from foreign development institutions, and purpose-
specific funding from the METS and Mol used by the
Bank for implementation of financial instruments
within the framework of European Cohesion Politic
and implementation of financial engineering. The
decline in loans and advances to non-bank customers
is attributable to the regular repayments of loans and
negative overall result in the loan funds, which owing
to the agreed first loss clause reflected in decline
liabilities from loans and advances from non-bank
customers.

SID Bank
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31 Dec 2024 31 Dec 2023

Deposits and loans from banks and central banks 262,796 322,887
Loans and advances 247,085 286,108
Deposits 15,711 36,779
Deposits and loans from non-bank customers 1,108,688 1,114,735
Loans and advances 1,108,688 1,114,735
Debt securities 830,445 742,437
Other financial liabilities 4,991 4,367
Total 2,206,920 2,184,426
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2411  Financial liabilities measured at amortised cost

Debt securities
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31 Dec 2024 31 Dec 2023
Quotation Currency  Maturity date Interest rate Carrying  Nominal value Carrying  Nominal value
amount amount

Senior, unsecured
NSV1-M.M.WARBURG Not quoted EUR 16 Dec 2024 4.865% 0 0 31,072 30,000
NSV2-DEBEKA LEBENSVERSICHERUNGSVEREIN Not quoted EUR 16 Dec 2024 4.865% 0 0 7,250 7,000
NSV3-DEBEKA PENSIONSKASSE AG Not quoted EUR 16 Dec 2024 4.865% 0 0 1,036 1,000
NSV4-Kirchliche Zusatzversorgungskasse Not quoted EUR 16 Dec 2024 4.865% 0 0 10,357 10,000
SEDABI 0.125 07/08/25 Frankfurt EUR 08 July 2025 0.125% 347,466 350,000 341,299 350,000
SEDABI 0.125 06/24/26 Vienna EUR 24 June 2026 0.125% 199,920 200,000 199,776 200,000
SEDABI 4.03 03/13/30 Frankfurt EUR 13 March 2030 4.030% 151,874 140,000 151,647 140,000
SEDABI 3.423 06/20/31 Frankfurt EUR 20 June 2031 3.423% 131,185 125,000 0 0
Total 830,445 815,000 742,437 738,000




Page 144

2412 Provisions

Provisions for employee benefits comprise provisions
for jubilee benefits and provisions for retirement
indemnity bonuses.

The value of guarantees given declined in 2024,
primarily as a result of a decline in portfolio
guarantees, i.e. the guarantee instrument introduced
in 2020 within the framework of the Fund of Funds
that selected commercial banks and savings banks
can use when financing corporate investments and
the current operations of sole traders, and micro and
small and medium-size enterprises.

The amount under undrawn loans consists in full of
loans and advances approved to non-bank customers.

Uncalled unpaid capital increased in 2024, primarily as
a result of additional commitments for payments into
funds under the SEGIP investment programme.

SID Bank Annual report 2024

Breakdown by type of provision

31 Dec 2024 31 Dec 2023
Provisions for commitments given 137 443
Guarantees 40 106
Undrawn loans 97 337
Provisions for employee benefits 1,184 1,061
Total 1,321 1,504
Contractual value of off-balance-sheet financial instruments arising from commitments given

31 Dec 2024 31 Dec 2023

Commitments given
Guarantees 89,338 104,207
Undrawn loans 99,858 78,253
Uncalled unpaid capital 41,162 31,333
Total 230,358 213,793
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2412  Provisions

Changes in contractual value of off-balance-sheet financial instruments arising from commitments given
o Guarantees Undrawn loans Uncalled
Stage 1 Stage 1 Stage 2 Total  unpaid capital
Balance asat 1 Jan 104,207 77,633 620 78,253 31,333
Transfer from Stage 1 to Stage 2 0 (1,419) 1,419 0 0
Increase in commitments given 0 193,224 0 193,224 14,129
Decrease in commitments given (14,869) (169,580) (2,039) (171,619) (4,300)
Balance as at 31 Dec 89,338 99,858 0 99,858 41,162
03 Guarantees Undrawn loans Uncalled
Stage 1 Stage 1 Stage 2 Stage 3 Total  unpaid capital
Balance asat 1 Jan 92,344 143,412 0 1,689 145,101 41,921
Transfer from Stage 1 to Stage 2 0 (3,120) 3,120 0 0 0
Increase in commitments given 16,300 320,651 0 0 320,651 193
Decrease in commitments given (4,437) (383,310) (2,500) (1,689) (387,499) (10,781)
Balance as at 31 Dec 104,207 77,633 620 0 78,253 31,333
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2412 Provisions

Changes in provisions for commitments given

SID Bank
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- Guarantees Undrawn loans
Stage 1 Stage 1 Stage 2 Total
Balance as at 1 Jan 106 225 112 337
Transfer from Stage 1 to Stage 2 0 (2) 2 0
Increase due to additional commitments given 0 178 0 178
Decrease due to decline in commitments given (13) (245) (100) (345)
Net change due to change in credit risk (61) (29) (65) (94)
Net change due to change in methodology 8 (30) 51 21
Balance as at 31 Dec 40 97 0 97
S Guarantees Undrawn loans
Stage 1 Stage 1 Stage 2 Stage 3 Total
Balance asat 1 Jan 66 466 0 78 544
Transfer from Stage 1 to Stage 2 0 (16) 16 0 0
Increase due to additional commitments given 23 648 0 0 648
Decrease due to decline in commitments given 9) (509) (14) (69) (592)
Net change due to change in credit risk 26 (364) 110 9) (263)
Balance as at 31 Dec 106 225 112 0 337
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2412 Provisions

The analysis shows how much the present values of Changes in provisions for employee benefits
th itment for jubilee benefits and reti t
' ecomm| ment for jubilee benefits and retiremen 2024 2023
indemnity bonuses as at 31 December 2024 and, by
way of comparison, as at 31 December 2023 change Jubilee Retirement Total Jubilee Retirement Total
if there is a change in the actuarial assumptions used, benefits indemnity benefits indemnity
namely return, wage growth in Slovenia and at the bonuses bonuses
Bank, and employee turnover. Each analysis includes Balance as at 1 Jan 77 984 1,061 110 1,688 1,798
achangein asingle assgmptlomn the amount Created 67 119 186 12 m 123
of +/-0.5 percentage points, while all the other
assumptions in the individual test remain unchanged. Reversed @) 0 @) (41 (892) (933)
The analysis takes into account that the minimum Used (paid) provisions (10) (26) (36) (6) (58) (64)
possible employment turnover rate is zero. Interest expenses 2 29 31 2 29 31
Actuarial (gains)/losses 0 (54) (54) 0 106 106
Balance as at 31 Dec 132 1,052 1,184 77 984 1,061
Sensitivity analysis of actuarial assumptions
Change in present value of commitment
Changein 31 Dec 2024 31 Dec 2023
i i assumption
RV AT (percer?tage Jubilee Retirement Jubilee Retirement
points) benefits indemnity benefits indemnity
bonuses bonuses
Return +0.5 (4.8) (55.2) (2.7) (54.7)
-0.5 5.1 59.6 29 59.3
Wage growth +0.5 53 59.9 29 59.4
-0.5 (5.0) (55.6) (2.8) (54.9)
Employee turnover +0.5 (5.1 (57.8) (2.9) (57.3)

-0.5 4.5 31.3 2.6 32.0
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2412 Provisions

Itemisation of actuarial gains and losses by cause

2024 2023
Jubilee Retirement Jubilee Retirement
benefits indemnity benefits indemnity
bonuses bonuses
Actuarial gains/(losses) based on changes in financial items (4) 1 2) (78)
Actuarial gains/(losses) based on changes in demographic items 4 20 0 0
Actuarial gains/(losses) based on experience (48) 23 4 (28)
Total (48) 54 2 (106)

Average weighted term of liabilities (years)

31 Dec 2024 31 Dec 2023
Jubilee benefits 9.0 8.7
Retirement indemnity bonuses 12.8 13.5

Total 12.4 13.2
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2413  Other liabilities

A tax on the balance sheets of banks was
introduced for the banking sector for a period of
five years in 2024 by the ZORZFS. A tax liability in
the amount of EUR 4,797 thousand is disclosed for
2024 under other liabilities (more precisely, under
tax liabilities). The tax expenses are disclosed under
administrative expenses.

2414  Shareholder equity

The negative value of accumulated other
comprehensive income declined in 2024, primarily

as a result of the ongoing fall in interest rates and the
decline in the portfolio of debt securities measured at
fair value through other comprehensive income.

There were no changes to the treasury shares
reserve in 2024. SID Bank held 18,445 own shares,
ticker symbol SIDR, in the total amount of EUR 1,324
thousand as at 31 December 2024.

Under a general meeting resolution, the
undistributed profit for 2023 in the amount of EUR
7428 thousand was allocated to other profit reserves.

The changes are disclosed in the statement of
changes in equity.
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31 Dec 2024 31 Dec 2023

Liabilities for wages, wage compensation, and taxes and contributions on wages 1,275 1,260
Current deferred income 7 21
Tax liabilities 4,900 129
Total 6,182 1,410
31 Dec 2024 31 Dec 2023

Share capital 300,000 300,000
Profit reserves 213,537 201,370
Regulatory reserves 17,292 16,841
Reserves for treasury shares 1,324 1,324
Reserves under articles of association 96,414 92,126
Other profit reserves 98,507 91,079
Share premium 1,139 1,139
Accumulated other comprehensive income (11,389) (23,934)
Treasury shares (1,324) (1,324)
Retained earnings (including net profit for the financial year) 4,288 7,428
Total 506,251 484,679
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2414  Shareholder equity
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Breakdown of accumulated other comprehensive income

31 Dec 2024 31 Dec 2023

Actuarial gains/(losses) in association with defined-benefit pension plans (52) (106)
Revaluation (52) (106)
rrzzfrr;%a;ssssets measured at fair value through other comprehensive income: equity 4,384 4,036
Revaluation 5,621 5175
Deferred taxes (1,237) (1,139)
zierzr:iiiizlsassets measured at fair value through other comprehensive income: debt (15,721) (27,864)
Revaluation (20,156) (35,723)
Deferred taxes 4,435 7,859
Total (11,389) (23,934)
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2415 Distributable profit

In accordance with the articles of association, the
management board used SID Bank's net profit for
2024 in the amount of EUR 9,027 thousand (2023:
EUR 15,638 thousand) to create regulatory reserves
in the amount of EUR 451 thousand (2023: EUR

782 thousand) and reserves under the articles of
association in the amount of EUR 4,288 thousand
(2023: EUR 7,428 thousand). The distributable profit
from 2023 in the amount of EUR 7428 thousand was
allocated to other profit reserves.

Under the ZSIRB, SID Bank’s distributable profit may
not be used for distribution to shareholders. The
Bank’s management board and the supervisory
board will propose to the general meeting that it
pass a resolution whereby the distributable profit for
the 2024 financial year in the amount of EUR 4,288
thousand should be allocated to other profit reserves.
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31 Dec 2024 31 Dec 2023
Net profit for the financial year 9,027 15,638
Increase in profit reserves (4,739) (8,210)
Regulatory reserves (451) (782)
Reserves under articles of association (4,288) (7,428)
Distributable profit 4,288 7,428
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251 Net interest

2024 2023
Interest income and similar income

Interest income calculated using the effective interest method 103,569 88,467
Financial assets measured at fair value through other comprehensive income 1,892 1,283
Financial assets measured at amortised cost 85,497 72,350
Debt securities 10,385 4,052
Loans and advances to banks 10,056 11,133
Loans and advances to non-bank customers 65,056 57,165
Balances at banks and central banks 16,180 14,834
Other interest income and similar income 180 854
Non-trading financial assets mandatorily at fair value through profit or loss 55 49
Derivatives — hedge accounting 125 805
Total interest income and similar income 103,749 89,321

Interest expenses and similar expenses
Interest expenses calculated using the effective interest method (60,390) (52,326)
Financial liabilities measured at amortised cost (60,201) (52,055)
Loans and deposits from banks (10,473) (13,073)
Loans and deposits from non-bank customers (40,147) (32,375)
Issued debt securities (9,575) (6,607)
Other financial liabilities (6) 0
Interest on financial assets carrying negative interest rate (189) (271)
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251 Net interest

SID Bank generated net interest of EUR 34,846
thousand in 2024, up 15.5% on 2023. The increase in
net interest was mainly attributable to an increase in
interest income on loans and advances granted and
on holdings of debt securities.

The increase in interest income in 2024 was also
attributable to a change in the approach to disclosing
interest for financial assets that are credit impaired
(see note under section 2.3.19 Interest income and
interest expenses).

The Bank classified interest income and expenses
from derivatives held for hedging to the item of
interest income or expenses with regard to the overall
economic effect of interest from the hedged item.
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Net interest (continuing)
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2024 2023

Other interest expenses and similar expenses (8,513) (6,825)
Derivatives — hedge accounting (8,481) (6,794)
Other liabilities (32) (31
Total interest expenses and similar expensest (68,903) (59,151)
Net interest 34,846 30,170
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252 Dividend income

The Bank received dividends in the amount of EUR
814 thousand in 2024 (2023: EUR 773 thousand) from
investments within the framework of the SEGIP, and
EUR 78 thousand (2023: EUR 45 thousand) from its
investment in the EIF.
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2024 2023
Non-trading financial assets mandatorily at fair value through profit or loss 814 773
Financial assets measured at fair value through other comprehensive income 78 45
Total 892 818
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253 Net fee and commission income

The item of fee and commission income for loan 2024 2023
operations includes fees and commission from loan
operations that are not included in the effective

Fee and commission income

ETEs: FEE Fee and commission income from financial instruments not measured at fair value 1197 1192

through profit or loss

Fee and commission expenses exceeded fee and Fee and commission income from loan operations 961 970

commission income by EUR 472 thousand in 2024, Fee and commission income from guarantees given 236 222
primarily on account of higher fee and commission

Fee and commission income from financial instruments measured at fair value through

expenses for asset management under the SEGIP. e 1 1
Fee and commission income from loan operations 1 1
Total fee and commission income 1,198 1,193
Fee and commission expenses
Fee and commission expenses from financial instruments not measured at fair value (587) 61)
through profit or loss
Fees and commission for loan operations (19) (19)
Fees and commission for stock exchange transactions (127) (110)
Fees and commission for guarantees received (435) (477)
Fees and commission for other services (6) (5)
fﬁ;igi lcocicr)nﬁrtnci)srs;glexpenses from financial instruments measured at fair value (1,083) 217)
Fees and commission for other services (1,083) (217)
Total fee and commission expensest (1,670) (828)

Net fee and commission income (472) 365
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254  Net gains/losses on financial assets and liabilities not measured at fair value through profit or loss

Net gains/losses on financial assets measured at
fair value through other comprehensive income
include gains/losses realised upon the sale or other
derecognition of securities. The disclosed gains/
losses on financial assets measured at fair value
through other comprehensive income are derived
from transactions in debt securities.

The net gains and losses on financial liabilities
measured at amortised cost derive from the valuation
of liabilities to government. At the end of 2024 SID
Bank was managing for its own account six loan
funds that it established in conjunction with the
METS, and one fund that it established in conjunction
with the MI.

A first loss clause was contractually agreed for

all funds, i.e. any loss on the part of the funds is

first covered by the priority participation of the
government in loan fund risks by reducing the
liabilities to the government and recognising gains
on financial liabilities measured at amortised cost. If
the loan funds operate profitably over subsequent
periods, the liability to the government is increased,
and losses on financial liabilities measured at
amortised cost are recognised.

The gross carrying amount of the loans and advances
within the framework of the loan funds amounted to
EUR 449,523 thousand at the end of 2024, down EUR

15,214 thousand on the end of 2023. Net impairments

2024 2023

Financial assets measured at fair value through other comprehensive income (2,625) (693)
Gains 1 0
Losses (2,626) (693)
Financial liabilities measured at amortised cost 4,075 93
Gains 10,339 9,342
Losses (6,264) (9,249)
Net gains/(losses) on financial assets and liabilities not measured at fair value 1,450 (600)

through profit or loss

and provisions were disclosed in 2024, and together
with the costs exceeded the net interest and thus
caused a negative overall result in the funds in the
amount of EUR 4,081 thousand (2023: positive result

in the amount of EUR 504 thousand), which owing to
the agreed first loss clause was reflected in recognised
gains (2023: losses) on financial liabilities measured at
amortised cost.

Under the same item the Bank also recognised
losses of EUR 6 thousand in 2024 (2023: gains of EUR
597 thousand) on financial liabilities measured at
amortised cost from the direct implementation of
financial instruments from the fund of funds, where
either a first loss clause or risk-sharing is also agreed.
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Net gains/losses on non-trading financial assets mandatorily at fair value through profit and loss

2024 2023
Equity instruments (1,311) 1,064
Gains 888 2,161
Losses (2,199) (1,097)
Alternative investment funds 3,124 3,967
Gains 24,088 6,096
Losses (20,964) (2,129)
Loans and advances 713 1,036
Gains 937 2,086
Losses (224) (1,050)

Net gains/(l -trading fi ial t datorily at fair val
et gains/(losses) on non-trading financial assets mandatorily at fair value 2,526 6,067

through profit or loss
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2.5 Notes to the income statement

256  Other net operating income/expenses

The Bank recognised revenue of EUR 3,991
thousand in 2024 (2023: EUR 3,624 thousand)

from the provision of services in operations under
authorisation, of which EUR 2,109 thousand was
from the management of contingency reserve assets
(2023: EUR 1,740 thousand), EUR 1,701 thousand was
from the management and performance of funds
(2023: EUR 1,728 thousand), EUR 1 thousand was
from guarantee schemes (2023: EUR 7 thousand),
EUR 149 thousand was from guarantee schemes
under the ZIUZEOP, ZDLGPE, ZSJSM and ZORZFS,
under which the Republic of Slovenia authorised
SID Bank to execute all transactions in connection
with the aforementioned schemes on its behalf
and for its account (2023: EUR 117 thousand), and
EUR 31 thousand was from other operations under
authorisation (2023: EUR 32 thousand).
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2024 2023

Gains 5,940 571
Income from activities under Republic of Slovenia authorisation 3,991 3,624
Other operating income 1,949 2,087
Losses (23) (33)
Other operating expenses (23) 33)
Net operating gains/(losses) 5,917 5,678
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2.5 Notes to the income statement

2.57  Administrative expenses

A tax on the balance sheets of banks was imposed
on the banking sector for a period of five years

by the ZORZFS in 2024. It is a wealth tax that is
independent of performance, although it is limited
to 30% of the pre-tax profit in the financial year, and
the corresponding expenses are included under
administrative expenses (more precisely, under taxes
and membership fees). Expenses for the tax on the
balance sheets of banks amounted to EUR 4,797
thousand in 2024. The tax liability is disclosed as other
liabilities under the item of tax liabilities.
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2024 2023
Labour costs (17173) (16,378)
Gross salaries (12,875) (12,155)
Pension insurance costs (1,126) (1,075)
Social security costs (936) (889)
Other labour costs (2,236) (2,259)
General and administrative costs (10,611) (5,083)
Costs of materials (223) (227)
Costs of services (5,292) (4,520)
Taxes and membership fees (5,096) (336)
Total (27,784) (21,461)

Total amount spent on auditors

2024 2023
Auditing of annual report 100 93
Other assurance services 17 16
Total 117 109
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2.58 Depreciation and amortisation

2024 2023

Depreciation of property, plant and equipment (876) (664)
Own property, plant and equipment (829) (664)
Right-of-use assets (47) 0
Amortisation of intangible assets (385) (360)

Total (1,261) (1,024)
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259 Net modification gains/losses
2024 2023
Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 POCI Total
Financial assets measured at amortised cost
Gains 7 0 15 7 17 147 1 172
Losses (7) (115) (122) (1,062) 9) (945) 0 (2,016)
Net gains/(losses) on modification of financial assets 0 8 (115) (107) (1,055) 8 (798) 1 (1,844)

The total amortised cost of financial assets modified
during the reporting period and the net modification
gains or losses recognised for financial assets

for which the contractual cash flows have been
modified during the reporting period, and the loss
allowance on those assets measured at the time of
the modification at an amount equal to the expected
credit losses over the lifetime of the asset are
presented in section 3.1 Credit risk, under Modified
financial assets. The same section also discloses

the total gross carrying amount at the end of the
reporting period for those financial assets that have
been modified since initial recognition, when the loss
allowance was still measured at an amount equal to
the expected credit losses over the lifetime of the
asset, and for which the loss allowance has changed
during the reporting period to an amount equal to
expected credit losses over a 12-month period.
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111 Provisions

Provisions for commitments given consist of
expected credit losses in accordance with IFRS

9, while other provisions include provisions for
retirement indemnity bonuses and jubilee benefits
and are recognised in accordance with IAS 19.

Net income from provisions amounted to EUR

124 thousand in 2024 (2023: EUR 977 thousand),

of which EUR 306 thousand was net income from
the reversal of provisions for credit losses (2023:

EUR 167 thousand) and EUR 182 thousand was net
expenses for creation of other provisions (2023:

EUR 810 thousand of net income from reversal of
other provisions). The impact on provisions from the
change in the methodology for calculating expected
credit losses amounted to EUR 29 thousand of net
expenses in 2024.

The stocks of off-balance-sheet liabilities for which
the provisions have been created are disclosed in the
table in section 2.4.12 Provisions.
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2024 2023

Provisions for commitments given 306 167
Guarantees 66 (40)
Undrawn loans 240 207
Other provisions (182) 810
Total 124 977
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2511 Impairments

Net impairment expenses amounted to EUR 4,538 2024 2023
thousand in 2024 (2023: EUR 444 thousand), and

i : : : Impairments of financial assets measured at fair value through other comprehensive income 78 59
relate entirely to the creation of impairments for
credit losses (2023: EUR 443 thousand for credit losses Impairments of financial assets measured at amortised cost (4,616) (502)
and EUR 1 thousand for creation of impairments for Debt securities (2,020) (186)
non-financial assets). Loans and advances to banks 817 571
Debtor rating upgrades and the new macroeconomic Loans and advances to non-bank customers (3,410) (883)
scenarios had a favourable impact in 2024 on the Other financial assets 3) )
amount of expected credit losses, although the Impairments of non-financial assets 0 )
economic downturn in the steel and automotive Total (4,538) (444)

industries and the resulting reclassification of their
exposures to Stage 2 meant that the Bank created
higher credit loss allowances for debt securities and
loans and advances to non-bank customers.

The impact of the change in methodology for
calculating expected credit losses amounted to

EUR 2,958 thousand in net income in 2024, and was
disclosed under the changes in allowances for various
categories of financial instruments.



Page 164

2.512 Corporate income tax

The corporate income tax rate in Slovenia changed
relative to the previous year, and stood at 22% in
2024. The new tax rate was introduced by the ZORZFS
for corporate income taxation during the period of
2024 to 2028.

Current corporate income tax differs from the tax
calculated using the prescribed tax rate, and is
disclosed in the table below. Analysis of deferred
taxes disclosed in profit or loss is given in section 2.4.9
Corporate income tax assets and liabilities.
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2024 2023
Corporate income tax (2,600) (3,209)
Deferred taxes 434 462
Total (2,166) (2,747)
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2.512 Corporate income tax

The majority of non-taxable income comes from the
reversal of impairments that were not recognised

for tax purposes at the time of creation, and exempt
dividends. Non-deductible expenses derive primarily
from expenses for bonuses and other employment-
related payments, costs of representation
(entertainment) and of the supervisory board,
depreciation/amortisation in excess of the prescribed
rate, and revaluations of financial assets.

SID Bank's effective tax rate (calculated as the ratio of
expenses for corporate income tax to profit before tax)
stood at 23.2% in the 2024 financial year (2023: 17.5%).
The rise in the effective tax rate compared with 2023
was mainly attributable to the rise in the tax rate for
corporate income tax from 19% to 22%. Another
factor in the rise in the effective tax rate in 2024 was
the introduction of the tax on the balance sheets

of banks, which was disclosed under administrative
expenses in the amount of EUR 4,797 thousand,
thereby reducing the profit before tax. The cap on
the tax on balance sheets of banks defined by law

in the amount of 30% of the profit before tax did
mean that the taxation was limited in nominal terms,
but the tax burden on the Bank relative to its profit
was very high in 2024. SID Bank's overall tax rate
(calculated as the ratio of the sum of the corporate
income tax and the tax on balance sheets of banks to
profit before tax) stood at 46.3% in 2024.
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2024 2023
Profit before tax 11,193 18,385
Tax calculated at prescribed rate of 22% (2023: 19%) (2,462) (3,493)
Untaxed income 209 245
Non-deductible expenses (667) (219)
Reduction in tax base for expenses not recognised for tax purposes in the past 5 6
Change in tax base as a result of revaluations (6) 21
Increase in tax base 9) (8)
Tax allowances 334 239
Additional tax for previous year (4) 0
Net created/(used) deferred taxes 434 462
Total (2,166) (2,747)
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2.513 Basic and diluted earnings per share

Basic earnings per share is calculated as the ratio of
the net profit in the period to the weighted average
number of ordinary registered no-par-value shares
less treasury shares. Diluted earnings per share equals
basic earnings per share.
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2024 2023
Number of ordinary registered no-par value shares 3,121,741 3,121,741
Treasury shares 18,445 18,445
Number of ordinary shares (excluding treasury shares) 3,103,296 3,103,296
Net profit for financial year (EUR thousand) 9,027 15,638
Basic and diluted earnings per share (EUR) 2.91 5.04
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26.1  Related party disclosures

In the scope of continuing operations, certain
banking transactions were concluded with related
parties, i.e. parties where one party controls the
other or has a significant influence over its financial
and business decisions. SID Bank's related parties
include members of the management board and
the supervisory board and their family members,
undertakings that they control or over which they
exert a significant influence, the Republic of Slovenia
as the sole shareholder in the Bank, undertakings
in which the Republic of Slovenia has a significant
influence, and the subsidiaries and joint ventures.

The Bank did not execute any transactions with
the subsidiaries or joint ventures in 2024, or any
transactions with members of the management
board or the supervisory board, their family
members, or undertakings over which they exert a
significant influence.

Only the more significant transactions between SID
Bank and the Republic of Slovenia or government-
owned undertakings, the fees for key senior
management and the corresponding open liabilities
are disclosed below.
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26.1  Related party disclosures

SID Bank’s significant relationships
with the Republic of Slovenia and
government-owned undertakings

SID Bank has business relationships with the
government and with government-related
undertakings or undertakings with a significant
government influence.

SID Bank Annual report 2024

Exposure to: 2024 2023
Bank of Slovenia

Balance as at 31 Dec

ASSETS

Cash, cash balances at central banks and demand deposits at banks 493,001 323,682
LIABILITIES

Loans from banks and central banks 0 34,390
Other financial liabilities 532 461
For period

Interest income 16,163 14,825
Interest expenses (322) (4,555)
Fee and commission expenses (40) (46)
Administrative expenses (582) 461)
Republic of Slovenia

Balance as at 31 Dec

ASSETS

Financial assets measured at fair value through other comprehensive income 146,405 118,166
Loans and advances to non-bank customers 189,557 211,368
Debt securities measured at amortised cost 10,277 10,334
Other financial assets 1,970 381
Tax assets 8,249 10,486
Other assets 11 65
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26.1  Related party disclosures

SID Bank’s significant relationships
with the Republic of Slovenia and
government-owned undertakings
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Table continuing
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Exposure to: 2024 2023
LIABILITIES

Loans from non-bank customers 333,178 331,044
Other financial liabilities 159 66
Tax liabilities 0 1,564
Other liabilities 5,473 694
CONTINGENT LIABILITIES AND COMMITMENTS GIVEN 1,100 586
For period

Interest income 7,898 6,606
Interest expenses (9,099) (6,040)
Fee and commission income 15 3
Net gains/(losses) on financial assets and liabilities not measured at fair value through 4075 93
profit or loss !

Changes in fair value in hedge accounting 20 2,041
Other net operating income/(expenses) 5913 5,617
Administrative expenses (100) (123)
Net modification gains/(losses) 0 1
Impairments and provisions 25 (87)
Government-owned undertakings

Balance as at 31 Dec

ASSETS

Cash, cash balances at central banks and demand deposits at banks 134 74
Financial assets measured at fair value through other comprehensive income 0 6,913




Page 170

26.1  Related party disclosures

SID Bank’s significant relationships
with the Republic of Slovenia and
government-owned undertakings

SID Bank

Table continuing
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Exposure to: 2024 2023
Debt securities measured at amortised cost 65,122 44,370
Loans and advances to banks 8,594 10,026
Loans and advances to non-bank customers 393,993 411,340
Other financial assets 51 0
Investments in subsidiaries, joint ventures and associates 50 0
Other assets 42 35
LIABILITIES

Deposits from banks 0 5,007
Other financial liabilities 1,698 1,477
Provisions 12 212
Other liabilities 57 46
CONTINGENT LIABILITIES AND COMMITMENTS GIVEN 91,861 118,421
For period

Interest income 19,032 14,617
Interest expenses (63) (7)
Fee and commission income 538 515
Fee and commission expenses (51) (25)
Administrative expenses (688) (688)
Net modification gains/(losses) 0 1
Impairments and provisions 462 830
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2.6 Other notes to the financial statements

26.1  Related party disclosures

Fees for key senior management

The Bank disclosed liabilities to members of
the management board from gross salaries

for December 2024 accrued but not yet paid,
costs from accrued travel orders, and deferred
remuneration from previous years in the total
amount of EUR 125 thousand at the end of 2024
(31 December 2023: EUR 76 thousand).

The following tables disclose the remuneration
paid to members of the management board
and members of the supervisory board in the
reported periods.
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(EUR)
M
anagement board Term of office Type of remuneration 2024 2023
member
ident of t
Borut Jamnik president of managemen Current benefits 243,849 161,413
board
- | |
since 17 Apr 2023 gross salary and leave 242,778 161,102
allowance
i
ringe benefits and other 1,071 311
current benefits
Reimbursement of expenses 1,451 1,197
Non-current benefits 25,503 2,578
- variable remuneration 22,587 400
- other benefits 2,916 2,178
Termination benefits 0 0
Total 270,803 165,187
. member of management
Stanka Sarc Majdic board 9 Current benefits 219,647 206,965
since 1 Jan 2022 - gross salary and leave 217,961 206,122
allowance
- fri fl h
ringe benefits and other 1,686 843
current benefits
Reimbursement of expenses 1,570 1,762
Non-current benefits 31,722 25,894
- variable remuneration 28,806 22,991
- other benefits 2,916 2,904
Termination benefits 0 0
Total 252,939 234,622
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26.1  Related party disclosures

Fees for key senior management

SID Bank

Table continuing
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(EUR)
M t board
anagement boar Term of office Type of remuneration 2024 2023
member
resident of management
Damijan Dolinar pres| 9 Current benefits 0 74,327
board
- | dl
1 Jan 2022 to 16 Apr 2023 9ross salary and leave 0 73,858
allowance
- fri fl h
ringe benefits and other 0 469
current benefits
Reimbursement of expenses 0 522
Non-current benefits 0 726
- variable remuneration 0 0
- other benefits 0 726
Termination benefits 0 126,559
Total 0 202,133
i t of t
Sibil Svilan PRI S Current benefits 0 0
board
- | dl
until 31 Dec 2021 gross saiary and feave 0 0
allowance
- fringe benefits and other
0 0
current benefits
Reimbursement of expenses 0 0
Non-current benefits 4,487 1,660
- variable remuneration 4,487 1,660
- other benefits 0 0
Termination benefits 0 0
Total 4,487 1,660
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26.1  Related party disclosures

Fees for key senior management
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(EUR)

Supervisory board member Term of office Term of office 2024 2023
Janez Tomsi¢ since 11 Sep 2020 Eg?;rr\:;adtion forfunction 27,782 29,153
Session fees 5,225 8,206

Other fringe benefits 1,042 416

Reimbursement of expenses 0 0

Total 34,050 37,775

Leo Knez since 23 Feb 2023 Ez:srrrf;tio” forfunction 25,875 25,755
Session fees 7,260 8,690

Other fringe benefits 1,042 416

Reimbursement of expenses 0 0

Total 34,177 34,861

Marjan Divjak since 19 May 2022 Ei?;:ﬁgion forfunction 20,625 22,063
Session fees 4,840 7,326

Other fringe benefits 1,042 416

Reimbursement of expenses 0 0

Total 26,507 29,805

Marko Ti$ma since 29 Jul 2021 Ei?;:j;ﬂon forfunction 24,375 24,375
Session fees 6,820 9,966

Other fringe benefits 1,042 416

Reimbursement of expenses 1,087 2,433

Total 33,325 37,190
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26.1  Related party disclosures

Fees for key senior management

SID Bank

Table continuing
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(EUR)

Supervisory board member Term of office Term of office 2024 2023

Matija Senk since 7 Jun 2023 Ez:;ﬁjio” forfunction 22,500 10,583

Session fees 6,380 3,080

Other fringe benefits 1,042 0

Reimbursement of expenses 0 0

Total 29,922 13,663

Katja Lautar since 4 Apr 2024 Ei?;:ﬁ;adnon AT 13,343 0

Session fees 2,970 0

Other fringe benefits 0 0

Reimbursement of expenses 0 0

Total 16,313 0

Zlatko Vili Hohnjec until 14 Mar 2023 Ei:our:igion forfunction 0 4,536

Session fees 0 1,595

Other fringe benefits 0 416

Reimbursement of expenses 0 292

Total 0 6,839

Igor Masten until 20 Mar 2023 Hemuneration for function 0 4,546
performed

Session fees 0 1,210

Other fringe benefits 0 416

Reimbursement of expenses 0 23

Total 0 6,195
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2.6.2  Disclosure of remuneration in accordance with Article 69 of the ZGD-1

In accordance with Article 69 of the ZGD-1, the table discloses the
remuneration of members of the management board and supervisory
board, and employees on individual contracts in gross amounts
(excluding reimbursement of expenses and supplementary
pension insurance).

The remuneration of members of the management board and
employees on individual contracts includes wages and salaries,
annual leave allowance, premiums for supplementary pension
insurance, fringe benefits, other remuneration from employment and
reimbursement of expenses. The remuneration of the members of
the management board also includes deferred variable remuneration
for management board members from previous terms of office.

The remuneration of members of the supervisory board includes
remuneration for the performance of their functions and session fees,
the reimbursement of expenses, and a fringe benefit in the form of
liability insurance.

The increase in the remuneration of other employees on individual
contracts in 2024 was primarily attributable to a reorganisation that led
to a rise in the number of other employees on individual contracts.

263  Significant events after the end of the
financial year

In early 2025 the Bank continued the processes related to the
spin-off, based on which it will transfer part of its assets in the form
of its equity financing business and the associated liabilities to the
acquirer SID Svetovanje d.o.0., under the assumption that all the
necessary authorisations have been obtained.
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2024 2023
Members of management board 528 604
Other employees on individual contracts 2,120 1,004
Members of supervisory board 174 166
Total 2,822 1,774

As part of the transfer of assets and the associated liabilities that
will be transferred in the spin-off process in the form of a non-
cash acquisition, cash intended for the settlement of the portion
of commitments for contribution to funds and for new equity
investments that has not yet been paid up will also be transferred
to SID Svetovanje d.o.o. The spin-off will be executed with an
accounting date of 31 December 2024, and will be recorded in the
books of account of both undertakings as at the date of the entry
of the spin-off in the companies register.

As at the accounting date of the spin-off, the assets that will be the
subject of the spin-off were valued at EUR 70,586 thousand, while
the associated liabilities were valued at EUR 636 thousand. The
unpaid commitments administered by the Bank in off-balance-
sheet records amounted to EUR 21,162 thousand as at the date of
the spin-off.
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3 Risk management

SID Bank
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Risk management at SID Bank

SID Bank's risk management system is based on an effective
comprehensive risk management process that includes identifying,
measuring and assessing, managing and monitoring risks, as well as
internal and external risk reporting.

To this end, SID Bank has put in place a risk management strategy
that defines the basic principles applying to the take-up and
management of risks at SID Bank, and establishes a framework

and basis for the drafting of documents that define in detail the
processes of taking up and managing specific types of risks,
including the organisational rules that apply to risk management,
internal control mechanisms, compliance, and the public disclosure
of information relating to the Bank.

SID Bank’s approach to risk management

On the basis of the risk management strategy, SID Bank has
developed policies for managing specific types of risk, and other
bylaws regulating the business processes in which the Bank takes up
risks. The policies and other bylaws define the procedures, methods
and methodologies used by the Bank in risk management for each
type of risk.

The aim of the risk management strategy is to establish an effective
risk management process for identifying, measuring and assessing,
managing and monitoring risk, including reporting on the risks to
which the Bank is or could be exposed in its operations, by defining:

o specific types of risk;
o risk-bearing capacity;

o riskappetite;

e arisk management action plan, i.e. risk identification,
measurement and assessment, management and monitoring
procedures;

o appropriate internal control mechanisms; and

« internal relations with regard to responsibilities.

The key strategic focuses in the area of risk management, which take
into account the Bank's business model and business strategy, are
defined in the risk management strategy, key components of which
are the risk-bearing capacity and the risk appetite, as presented
below as part of the management body’s concise statement on SID
Bank's approach to the realisation of risk appetite.

The risk-bearing capacity means the largest overall risk level that
SID Bank is able to take up, taking into account its available capital,
liquidity and other restrictions (risk management and control
measures, stress test results, and other restrictions). The Bank
defines risk-bearing capacity as the higher of the normative and the
economic perspectives, with the ICAAP representing the economic
perspective and the SREP the normative perspective.

The scope of risk take-up complements the set of internal policies for
the management of individual types of risk, via which SID Bank transfers
risk appetite into operational restrictions for the appropriate direction of
the business. The risk management policies and bylaws define the limits,
including the procedures for addressing breaches and for informing the
management board, and for managing credit risk, market risks in the
banking book including currency risk, and liquidity risk.

SID Bank carries out a comprehensive process for the assessment of
risk-bearing capacity and risk appetite tailored to the risks taken up,

at least once a year, and reports to the management body, thereby
ensuring that the risks taken up remain within the limits of SID Bank's
risk-bearing capacity. The assessed risk-bearing capacity is taken

into account when preparing the business strategy and business
objectives and defining risk appetite.

Regular monitoring of risk appetite indicators is provided for on
SID Bank’s management body. SID Bank monitors risk appetite by
determining it on multiple levels (step-like), where each superior
level sets the upper threshold for the subordinate level of limits.
The methodology for setting and monitoring risk appetite has

a direct relationship with the ICAAP, the annual plan and stress
testing.

In accordance with its business strategy, business objectives, risk-
bearing capacity and risk management strategy, SID Bank takes

up risks in its operations within a long-term sustainable target risk
profile. It gives priority to the security and stability of its operations
to maintain or increase the value of its equity in the long term, to
maintain the Bank's reputation, and to maximise the benefits for
users of SID Bank's services and other stakeholders.

SID Bank's risk appetite defines the material risks that the Bank

is willing to take up in order to realise its business objectives,
strategies, policies and plans. The materiality of a risk at SID Bank is
defined in relation to regulatory capital. A particular risk is deemed
material to the Bank if the corresponding capital requirement

is more than 1% of regulatory capital. Risk appetite thresholds

are expressed in the form of indicators, or by the definition of
allocated capital. The risk appetite is defined in the applicable risk
management strategy and through internally set limits. SID Bank
assesses its risk appetite at least once a year against its risk-bearing
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capacity, and whenever the Bank hits internally set triggers for an
assessment of capital reallocation.

The management body is briefed comprehensively on the area of risk
management via quarterly reports on performance, and risk reports.
The regular risk reports encompass the monitoring of risk appetite,

a report on the ICAAP, detailed information on SID Bank's exposure

to credit risk at the level of the entire credit portfolio, liquidity risk,
interest rate risk, operational risk and market risks in the banking book,
and an assessment of future trends, with a view to informing the
management body about the Bank's exposure to significant risks.

In addition to its risk management, SID Bank also conducts regular
stress tests. Stress tests are conducted on the basis of two bylaws
(@ rulebook, and the methodological notes to the rulebook).
Together the two bylaws make up the stress-testing framework

at SID Bank. The rulebook primarily covers general stress testing
and sets out responsibilities. The methodological notes cover
procedural aspects, where SID Bank defines data sources, the IT
infrastructure, methodologies and scenarios. The stress tests also
cover the burden on capital due to ESG risk factors. According to
the two bylaws, stress testing is followed by the drafting of reports
which, in addition to the above, also include key assumptions, the
results of the stress testing, and planned measures.

SID Bank conducts the following types of stress tests:

o ICAAP stress tests (internal stress test);

o ILAAP stress tests (internal stress test);

o regulatory stress tests: conducted in accordance with the
methodology and assumptions provided by the regulator;
and

o otheroccasional stress tests.

The general risk management framework, including the
organisational aspect and the segregation of roles in the risk
management process, internal control mechanisms, and the
approach to setting risk appetite, is presented in detail in the
business report in the section entitled Risk management.
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3.1 Credit risk

SID Bank is most exposed in its operations to credit risk, i.e. the risk

of losses arising from a counterparty’s inability to settle contractual
liabilities by the originally agreed deadline without the realisation

of credit protection. SID Bank actively manages its credit risk, and is
continually improving its risk management processes and approaches
and upgrading its methodologies in the area of credit risk.

Within the framework of its bylaws governing credit risk
management, SID Bank has put in place a credit risk management
culture that represents the Bank’s standards and values regarding
awareness of credit risk. Via the work of the management body
and employees involved in the take-up and management of credit
risk and their attitude towards credit risk, and having regard for

the recommendations of internal control functions, the credit risk
management culture is reflected in those persons’ decisions with
regard to the take-up and management of credit risk. Through
annual reviews of compliance with the credit risk management
culture, SID Bank ensures that the culture is effectively implemented
at all levels of the Bank, and that all employees involved in the take-
up and management of credit risk are fully briefed on the culture
and are answerable for their actions.

The umbrella document governing the management of credit
risk in SID Bank's operations is the credit risk management policy.
The policy defines the attitude towards the take-up of credit risk
in relation to SID Bank's business objectives and business strategy
within the framework of the risk appetite, the mechanisms and
procedures for identifying, measuring and assessing, monitoring,
managing and reporting on credit risks, and the powers and
responsibilities of the management body, the relevant committees
and individual organisational units in the management of credit
risk. The credit risk management policy also incorporates the
main substantive points of the applicable bylaws and regulations
governing credit risk management.

Credit risk management covers all active investment operations
that give rise to credit risk, i.e. loans, including commitments given,
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deposits placed, factoring, transactions involving investments in debt
securities that SID Bank manages for the purpose of ensuring liquidity,
stabilising net interest income, pursuing its asset-liability management,
and implementing existing mandate frameworks to support domestic
bank and corporate issuers, other financial assets, and transactions in
derivatives that the Bank uses exclusively for the purpose of hedging
open foreign-exchange and interest-rate positions.

The level to which credit risk is taken up is determined in accordance
with the adopted risk appetite, which is reflected by limits placed

on exposure to credit risk. The credit risk appetite is adopted by the
management body within the framework of SID Bank's ICAAP its
annual operational plan process, and the risk management strategy,
and where necessary in the event of major changes, in which

the scope and focus of credit risk, the composition of the credit
portfolio, including its concentration, and diversification targets in
relation to business lines, geographical areas, economic sectors and
products may be determined.

In terms of the identification and assessment or measurement of
credit risk, credit risk management at SID Bank includes activities
linked to the assessment of debtors’ creditworthiness, the
compilation of credit rating reports and the assignment of debtors
to the appropriate rating grades. Exposure is approved by the
authorised person, the credit committee or another competent
body in accordance with the power to approve transactions as

set out in SID Bank’s bylaws and articles of association, and in
accordance with the value of the investment and existing exposure.

In terms of limiting exposure to credit risk, account is first

taken of the regulatory limits set out in the applicable banking
legislation concerning exposure to individual customers, groups
of connected clients or persons in a special relationship with
SID Bank. The take-up of credit risk is also limited by SID Bank'’s
articles of association and its internal limits on exposure to
credit risk.
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Classification of financial assets and commitments given into
rating grades

SID Bank assesses customers’ credit quality based on an assessment
of quantitative and qualitative elements. It classifies customers into
one of 21 internal rating grades, which are combined into five rating
pools from A to E, in accordance with the Bank of Slovenia criteria.
Debtors in default are classified into rating pools D and E.

The quantitative elements include an assessment of the customer’s
financial and asset positions, and all identified risk factors, such as
delays by SID Bank and other reporting entities in the submission of
reports to SISBIZ, blocked current accounts, arrears in the payment of
taxes and liabilities to employees, and official entries. Soft factors are
taken into account within the framework of the qualitative elements,
and relate to non-financial information about the customer, and

ESG factors, which take account of the environment, social and
governance aspects of the customer’s business.

Before an investment operation is approved, all customers are
assigned to the appropriate rating grade. Their transactions are
then monitored for the duration of the investment operation, and
ongoing assessments are made to verify whether the rating grade is
still appropriate.

The Bank has developed separate methodologies for classifying
customers to rating grades and for assessing credit quality:

a methodology for assessing corporations, sole traders and
cooperatives, which includes a methodology for assessing
investment projects and newly established corporates, and a
methodology for assessing banks and savings banks. The credit
ratings of domestic public-sector entities are derived from Slovenia’s
sovereign credit rating.

Management of credit protection
Before entering into a contractual relationship, SID Bank compiles

an assessment of the customer’s creditworthiness, which
represents the primary source of repayment. Collateral is used as a
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secondary source of loan repayment and is not a replacement for
the primary creditworthiness of the debtor. The internal rulebook
on collateral for investment operations is a document under which
credit protection is implemented in practice. It defines in detail:

« thetypesand conditions of acceptable collateral with regard
to the type of debtor and the investment operation;

« therequired ratio between the value of the collateral and the
value of the investment operation for each type of collateral;

o the documentation required for each type of collateral that
ensures the legal certainty and enforceability of collateral;

« the methodology for valuing each type of collateral, which
sets out the method, monitoring and frequency of valuation;

« thetypes of collateral requiring a physical inspection of the
assets pledged as collateral; and

« theliquidation and/or termination of collateral;

« theregular vetting of the independence and qualifications of
appraisers and the quality of their valuations; and

« the competencies of specific organisational units in
accordance with internal rules on organisation.

The rulebook takes account of the key regulatory requirements in
the area of credit protection defined in the CRR, Bank of Slovenia
regulations, and EBA guidelines.

SID Bank accepts various forms of funded and unfunded
credit protection to secure its investment operations. It
accepts commercial and residential real estate, securities,
equity holdings, movable property, European Cohesion
Policy funds for collateralising portfolio guarantees, patents,
trademarks, and assigned receivables as funded credit
protection. Legislation bars SID Bank from accepting deposits
from the public, although it may accept deposits solely from
informed persons. It therefore does not make use of this form
of collateral. SID Bank accepts joint and several sureties from
legal and natural persons, government guarantees, guarantees
from the EGF and the EIF under InvestEU, bank guarantees,
and SID Bank insurance policies issued for the account of the
Republic of Slovenia as insurance against commercial and
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non-commercial risks as unfunded credit protection. Within the
framework of individual financing programmes, having regard
for the commitments proceeding from the attributes of the
programme itself and the funding utilised, the Bank may set out
the range of credit protection accepted.

The collateral that SID Bank values must meet the internal
conditions of eligibility, which differ with regard to the type of
collateral, and must be established in a manner that ensures its
legal certainty and enforceability. For collateral in the form of
securities, equity holdings, movable property, patents, trademarks,
models and assigned receivables, SID Bank's lien must be
registered as the most senior. Only collateral whose maturity is
longer than the maturity of the investment operation is classed

as eligible collateral. The currency of collateral should be identical
to the currency of the investment operation as a rule. Collateral
that fails to meet the requirements of the Regulation on credit risk
management at banks and savings banks to be taken into account
in the estimation of expected credit losses is valued at zero. When
calculating expected credit losses and setting the interest rate of
an investment operation, the Bank reduces the collateral value by a
haircut (HC), which is internally set for each type of collateral.

When calculating capital requirements for credit risk using the
standardised approach, the Bank does not take account of a
reduction in risk-weighted assets, unless the exposure is secured
by collateral from European funds, the EU budget, the European
Investment Fund and the European Investment Bank. SID Bank
does not enter into credit derivative transactions for the purpose
of managing capital requirements for credit risk.

The valuation reports that SID Bank uses as a basis for the valuation
of assets pledged as collateral comply with the applicable
valuation standards (IVS, EVS, RICS), and are compiled by
independent certified appraisers with the requisite qualifications,
knowledge and experience. A review of the quality of valuation

of real estate and movable property and of the independence

and qualifications of appraisers is being conducted within the
framework of the current review of valuation reports. Each
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valuation report received by the Bank is reviewed by a collateral
management specialist who holds a current licence as a certified
real estate appraiser from the Slovenian Institute of Auditors.
During the review of the valuation report, checks are made of
compliance with valuation standards, the adequacy of the selected
valuation basis, the purpose of valuation, the approaches used
with regard to the type of the subject of valuation, the valuation
procedures, and the adequacy of declarations, attachments and
other content. The specialist provides an opinion of the adequacy
of the valuation report, and the adequacy of the estimated market
value or liquidation value. If major irregularities are identified
during the review of the valuation report, the Bank takes measures
such as reducing the estimated market value or liquidation value,
designating the valuation report as inadequate, obtaining a
revised/new valuation report, and blacklisting the appraiser.

In real estate valuation the Bank takes account of the estimated
market value of the real estate from a valuation report formulated
on the basis of a comprehensive inspection of the real estate, and
in forcible collateral liquidation it takes account of the estimated
liquidation value if available. The Bank regularly monitors the value
of real estate collateral over the term of the investment operation.
Once a year it obtains real estate price indices for each type of real
estate in each statistical region from an external provider, and uses
them to monitor the value of real estate collateral. For real estate
where there are signs of a major change in its value, and for real
estate whose value has changed significantly within the framework
of collateral value monitoring, the market value of the real estate is
determined by a reassessment by the appraiser. For real estate used
as collateral for an exposure in excess of EUR 3 million or 5% of the
Bank’s regulatory capital, the Bank obtains a valuation report at least
every three years. For commercial and residential real estate used

as collateral for non-performing exposures whose gross exposure
exceeds EUR 300 thousand, the Bank obtains a reassessment from
the appraiser once a year.

In the valuation of business equipment, and motor vehicles and
trailers, the Bank has set thresholds for when the valuation may
take account of the value based on a sale and purchase agreement
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or an invoice between unrelated parties that is no more than one
year old, or the estimated market value from the valuation report.
Subsequent valuation of business equipment and of motor vehicles
and trailers is conducted once a year, or more frequently in the
event of major changes in the market. When the initial valuation is
based on a sale and purchase agreement or an invoice, subsequent
valuations take account of a decline in value in the amount of the
corresponding depreciation. When the initial valuation takes account
of the estimated market value from the valuation report, a valuation
report is obtained each year over the term of the investment
operation. The Bank values inventories on the basis of a monthly
transcript from the debtor’s books of account.

The Bank values securities traded on a regulated securities market at
the closing price, and non-marketable equities and equity holdings
on the basis of the estimated market value from the valuation report.
The valuation report is also the basis for the valuation of collateral in
the form of patents, trademarks and models.

Collateral in the form of assigned receivables is valued on the basis
of the monthly reports of debtors, without taking into account
past-due claims and claims against legal or natural persons that
constitute a group of connected clients with the debtor. Collateral
in the form of the assignment of all current and future receivables is
valued at zero by the Bank.

Credit protection in the form of sureties, debt assumption, guarantees,
and SID Bank insurance policies issued for the account of the Republic
of Slovenia to insure against commercial and non-commercial risks

is valued at the lower of the exposure amount, or the contractual
amount of the surety, debt assumption, guarantee, or Republic of
Slovenia guarantee for commercial risk. SID Bank only assigns a non-
zero value to the sureties of legal persons if the rating grade of the
legal person giving the guarantee is higher than or equal to BBB-,
based on the internal credit quality assessment methodology, and the
surety demonstrates adequate creditworthiness. Sureties from natural
persons are assigned a zero value.

Over the lifetime of the exposure, SID Bank monitors the coverage
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of the exposure by collateral. Should the value of the collateral fall,
the Bank takes action to establish additional collateral as required. As
part of its early warning indicators of increased credit risk, the Bank
monitors the ratio of the total value of the collateral for a particular
investment operation to the exposure. If the ratio deteriorates by
more than 50% relative to the ratio at the time of the approval of the
investment operation, the debtor is placed on the watch list.

Estimation of credit losses

For the estimation of expected credit losses, SID Bank has put in
place its own methodology in accordance with IFRS 9, which is
defined in an internal rulebook and includes:

« the classification of exposures into stages for the purpose of
estimating expected credit losses, including the definition of a
methodology for assessing a significant increase in credit risk;

« the segmentation of the portfolio for the calculation of
expected credit losses (PD and LGD segments);

« the modelling of probability of default (PD) and loss given
default (LGD); and

o the calculation of expected credit losses.

In the scope of managing model risk, SID Bank has put in place a
methodology for validating estimates of the credit risk parameters
that it takes into account in the calculation of expected credit losses.

The estimation of expected credit losses is defined in more detail in
section 2.3.9 under Impairments of financial assets and provisions.

Credit risk monitoring

SID Bank conducts regular monitoring of its investment
operations. Regular monitoring of investment operations

also includes the monitoring of the appropriateness of a
debtor’s credit rating, the monitoring of past-due liabilities, the
monitoring of the fulfilment of financial and other contractual
commitments, verification of the adequacy and amount of
collateral, and the monitoring of groups of connected clients.
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SID Bank carries out enhanced monitoring when it identifies a
serious breach of contractual obligations, a deterioration in a
debtor’s financial and asset position, an increase in the risk derived
from the purpose-specific use of a loan, or other circumstances
that affect or may affect a debtor’s performance and the successful
conclusion of the investment operation.

SID Bank regularly conducts enhanced monitoring on the basis

of a watch list approved by the monitoring committee, and briefs
the credit committee accordingly. When creating a watch list, the
amount and maturity of the investment operation, the debtor’s
rating grade and other criteria that result in the debtor being placed
on a watch list and that affect the credit risk are taken into account.

Early warning system for detecting increased credit risk

SID Bank has put in place an early warning system (EWS) that
facilitates the early detection of increased credit risk for any exposure
and of potential defaulters.

Trigger levels are defined for individual early warning indicators,
based on which the customer is placed on the watch list.

When one or more early warning indicators are triggered, customers
are classified into various credit risk levels, which provides for a better
overview of the portfolio of exposure with a significant increase

in credit risk, faster treatment of customers on the watch list, and
prompt action.

The EWS is based on internally defined criteria for inclusion on

or removal from the list, and enables SID Bank to identify any
potential difficulties in debt repayment at an early stage and to

try to prevent any further deterioration in the credit quality of

the exposure by taking timely corrective measures and following
up the implementation of measures so that a debtor does not
transition to a position of default. Certain indicators of potential
customer difficulties are updated automatically every day from
external data sources (e.g. blocked accounts or arrears at other
banks, failure to pay tax liabilities), and the competent departments
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are informed accordingly. The adequacy of the early warning
indicators is reviewed by the Bank at least once a year.

SID Bank monitors exposures with increased credit risk on a watch
list, which is discussed by the monitoring committee, which in turn
briefs the credit committee.

If, after successfully implementing measures, a debtor no longer
meets any of the criteria for placement on the watch list, they are
returned to ordinary treatment, or are reclassified as distressed
investments if they meet the criteria for reclassification of the
exposure as a distressed investment.

The EWS is continually being improved and upgraded by the Bank
from the perspective of the inclusion of new quantitative and
qualitative indicators for identifying debtors’ potential difficulties in
debt repayment, and the optimisation of the processes for taking
action after a significant increase in credit risk has been identified,
and information support.

Management of non-performing exposures

Non-performing exposures that have been classified as distressed
investments by the Bank are assigned to a special organisational

unit that manages distressed investments. That organisational unit
performs a multi-phased segmentation with the aim of identifying
debtors with the ability to generate cash flow from their core activity
and to service their financial debt at the same time. The forbearance
of the exposure or the recovery process is initiated based on the
results of that segmentation.

SID Bank manages non-performing exposures in accordance with
the adopted strategy for managing and reducing non-performing
exposures, which includes time-based definitions of quantitative
targets, supported by an appropriate comprehensive operational
plan to meet these targets.

Forborne exposures are exposures to which forbearance measures
were applied. Those measures comprise concessions (allowances) to
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a customer that is experiencing or will soon experience difficulties in
meeting its financial commitments (financial difficulties).

In the forbearance of investment operations, SID Bank takes into
account the EBA guidelines on the management of non-performing
and forborne exposures (EBA/GL/2018/06) and the Slovenian
corporate debt restructuring principles drafted by the Bank of
Slovenia together with the Bank Association of Slovenia. It also

takes into account the Restructuring guidelines for micro, small and
medium-sized enterprises and the Bank of Slovenia Handbook for
the effective management and workout of non-performing loans.
SID Bank regularly monitors distressed investments on special
warning lists, which are generally discussed on a weekly basis by the
distressed investment management committee.

Recovery procedure

Recovery is carried out in accordance with predefined internal
procedures, and is divided into extra-judicial and judicial recovery.
The method of recovery depends primarily on the type of collateral,
the duration of the arrears, the degree of cooperation displayed

by the debtor, and the amount of any past-due and outstanding
exposures of SID Bank to the debtor.

Recovery begins with a verbal and written reminder to a debtor.
If the reminder process is unsuccessful or the exposure could
not be forborne, procedures are usually initiated to liquidate
collateral instruments.

If extra-judicial recovery is not successful, judicial recovery is initiated
and managed by the distressed investment management department
in accordance with the circumstances of the specific case.
Management and monitoring of credit risk

SID Bank manages credit risk in several ways:

« by defining the risk appetite and risk appetite indicators;
e by setting internal limits in order to limit the concentration
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of exposure across specific segments, economic sectors and
geographical areas;

e Dby setting thresholds for the allocation of total exposure to
credit risk (RWAs);

o Dby limiting leveraged transactions by placing a limit on the
total exposure of all leveraged transactions;

o bytaking into account the limits of exposure to individual
debtors, groups of connected clients, and shadow banking
entities;

e Dby setting project financing guidelines;

o by establishing collateral;

o Dby identifying the risk level of the individual debtor, and
creating allowances and provisions for credit losses; and

« Dby ensuring sufficient capital to cover unexpected credit
losses.

SID Bank's risk appetite takes into account environmental, social and
governance (ESG) risks, for which it has put in place a dynamic limit
on total exposure to the highest-risk ESG customers. The Bank also
takes account of ESG risk factors in its internal ratings.

The monitoring of credit risk begins upon the conclusion of a
contractual relationship in the process of credit risk take-up, and
ends on the day that all of the debtor’s contractual and other
obligations have been settled.

Credit risk on debt securities derives from the portfolio managed by
SID Bank for the purpose of ensuring liquidity, stabilising net interest
income, pursuing its asset-liability management, and exercising

its existing mandate frameworks to support domestic bank and
corporate issuers. SID Bank manages this credit risk primarily by
means of limits on exposure with regard to the credit rating,
registered office and type of the issuer, and the type of instrument.
The system of limits in the area of debt securities is designed to
ensure that investments are made primarily in debt securities of
higher credit quality. In general it does not allow any investment

in the financial instruments of foreign issuers without a credit

rating from an international rating agency. Within the framework

of its management of the risks inherent in debt securities the Bank
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regularly monitors the differences between the current market price
and the amortised cost of each debt security in connection with
the defined indicators of a change in market price. It also monitors
and evaluates changes in the market value of debt securities caused
by changes in credit spreads and market interest rates. It regularly
monitors developments in financial markets, and actively manages
the portfolio of debt securities held in the banking book. The Bank
also regularly monitors and evaluates the debt securities portfolio
from the perspective of ESG risk factors. To reduce exposure to
environmental risk, SID Bank limits the purchase of debt securities of
issuers whose core activity is in the fossil fuels segment.

SID Bank has no financial instruments held for trading. Counterparty
credit risk is taken into account for derivatives that SID Bank enters
into solely for the purpose of hedging open foreign-exchange and
interest-rate positions. SID Bank determines counterparty credit

risk exposure from derivatives using the original exposure method
in accordance with Article 282 of the CRR. In the conclusion of
derivative transactions, credit risk is managed in such a way that
these transactions can only be entered into with counterparties with
which the Bank has signed ISDA Agreements and Credit Support
Annexes to the ISDA Agreements.

In accordance with the business model and business strategy
adopted by SID Bank, increased concentration is consciously
accepted for the following:

o groups of debtors and sectors that are involved in Slovenia's
exports to an above-average degree;

o groups of debtors and sectors most affected by the adverse
consequences of the war in Ukraine and the energy crisis, or
other types of gaps, with a view to the Bank’s intervention
and countercyclical role;

« groups of debtors and sectors in the circular economy, with
high development potential, an innovative component, or a
focus on the green transition and digital transformation;

o groups of debtors who are financed within the framework of
the Fund of Funds or InvestEU, or via equity financing under
the SEGIP;
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certain countries that are major destinations for Slovenia’s
merchandise exports, services exports and outward FDI;
municipalities via which the Bank finances infrastructure
projects (particularly in the area of education);

banks involved in export transactions and banks and other
financial institutions established in Slovenia, if the banks
transfer funding obtained to final beneficiaries in accordance
with the Slovene Export and Development Bank Act or
another law.
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Maximum exposure to credit risk

The table discloses SID Bank's maximum credit risk
exposure across individual types of financial asset and
off-balance-sheet liability, without consideration of
credit protection.

The collateral presented in the table includes
collateral in the form of residential real estate,
commercial real estate, shares and participating
interests, loans, other funded credit protection and
other forms of credit protection.

The other credit enhancements presented in

the table include credit protection in the form of
irrevocable Slovenian government guarantees and
financial guarantees.

SID Bank
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Maximum Collateral in Othercredit ~ Overall credit
credit risk theformof enhancements  risk mitigation

31 Dec 2024 property
Gross on-balance-sheet exposures 2,648,560 1,577,028 171,254 1,748,282
Cash, cash balances at central banks and demand deposits at 493,158 0 0 0
banks
Non-trading financial assets mandatorily at fair value through 2,609 8,168 212 8,380
profit or loss

Loans and advances to non-bank customers 2,609 8,168 212 8,380
Financial assets measured at fair value through other 393,314 0 16,109 16,109
comprehensive income

Debt securities 393,314 0 16,109 16,109
Financial assets measured at amortised cost 1,744,446 1,568,860 154,933 1,723,793

Debt securities 223,478 0 0 0

Loans and advances to banks 189,853 0 8,325 8,325

Loans and advances to non-bank customers 1,325,818 1,568,860 146,608 1,715,468

Other financial assets 5,297 0 0 0
Derivatives — hedge accounting 15,033 0 0 0
Gross off-balance-sheet exposures 230,221 52,456 23,682 76,138
Guarantees 89,298 41,992 23,682 65,674
Assets: undrawn loans 99,761 10,464 0 10,464
Uncalled unpaid capital 41,162 0 0 0
Total gross credit risk exposure 2,878,781 1,629,484 194,936 1,824,420
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Maximum Collateral in Othercredit ~ Overall credit
credit risk theformof enhancements  risk mitigation

31 Dec 2023 property
Gross on-balance-sheet exposures 2,599,888 1,540,955 187,561 1,728,516
Cash, cash balances at central banks and demand deposits at 323,785 0 0 0
banks
Non-trading financial assets mandatorily at fair value through 1,976 8,168 0 8,168
profit or loss

Loans and advances to non-bank customers 1,976 8,168 0 8,168
Financial assets measured at fair value through other 406,509 0 18,146 18,146
comprehensive income

Debt securities 406,509 0 18,146 18,146
Financial assets measured at amortised cost 1,857,758 1,532,787 169,415 1,702,202

Debt securities 168.526 0 0 0

Loans and advances to banks 259,187 0 19,163 19,163

Loans and advances to non-bank customers 1,426,195 1,532,787 150,252 1,683,039

Other financial assets 3,850 0 0 0
Derivatives — hedge accounting 9,860 0 0 0
Gross off-balance-sheet exposures 213,350 51,908 26,160 78,068
Guarantees 104,101 51,908 26,160 78,068
Assets: undrawn loans 77916 0 0 0
Uncalled unpaid capital 31,333 0 0 0
Total gross credit risk exposure 2,813,238 1,592,863 213,721 1,806,584
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Types of credit protection
Irrevocable  Financial gua- Collateral in Collateral in Collateral in Collateralin ~ Other funded Other forms of Total
Slovenian rantees other the form of the form of the form of the form of credit credit
government  thanirrevoca- commercial residential real shares and loans protection protection
guarantees  ble Slovenian real estate estate participating
government interests

31 Dec 2024 guarantees
Financial assets 28,087 143,167 992,813 22,018 86,666 0 442,316 33,215 1,748,282
Non-trading financial assets mandatorily at 0 212 8,168 0 0 0 0 8,380
fair value through profit or loss

Loans and advances to non-bank 0 212 8,168 0 0 0 0 0 8,380

customers
Financial assets measured at fair value through 0 16,109 0 0 0 0 0 0 16,109
other comprehensive income

Debt securities 0 16,109 0 0 0 0 0 0 16,109
Financial assets measured at amortised cost 28,087 126,846 984,645 22,018 86,666 0 442,316 33,215 1,723,793

Loans and advances to banks 8,325 0 0 0 0 0 0 0 8,325

Loans and advances to 19,762 126,846 984,645 22,018 86,666 0 442,316 33,215 1,715,468

non-bank customers
Off-balance-sheet liabilities 0 23,682 10,464 0 0 41,992 0 0 76,138
Guarantees 0 23,682 0 0 0 41,992 0 0 65,674
Assets: undrawn loans 0 0 10,464 0 0 0 0 0 10,464
Total 28,087 166,849 1,003,277 22,018 86,666 41,992 442,316 33,215 1,824,420

The total value of SID Bank's credit protection amounted to EUR

1,824,420 thousand as at 31 December 2024, an increase of EUR 17836

thousand relative to 31 December 2023. The credit protection meets
the requirements of the Regulation on credit risk management at
banks and savings banks for the purpose of taking account of credit

protection in the estimation of expected credit losses.

The largest single type of credit protection is collateral in the form
of commercial real estate, which is a relatively reliable and high-
quality form of collateral. This is followed by other funded credit
protection, financial guarantees (other than irrevocable Slovenian
government guarantees), shares and participating interests, loans,

other forms of credit protection, irrevocable Slovenian government

guarantees, and residential real estate.

The credit protection in the form of irrevocable Slovenian
government guarantees consists of SID Bank insurance policies
issued for the account of the Republic of Slovenia to insure against
commercial and non-commercial risks.

The largest component of financial guarantees other than
irrevocable Slovenian government guarantees is guarantees by
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Irrevocable  Financial gua- Collateral in Collateral in Collateral in Collateralin ~ Other funded Other forms of Total
Slovenian rantees other the form of the form of the form of the form of credit credit
government  thanirrevoca- commercial residential real shares and loans protection protection
guarantees  ble Slovenian real estate estate participating
government interests

31 Dec 2023 guarantees
Financial assets 43,515 144,045 917,787 20,175 86,666 V] 473,284 43,044 1,728,516
Non-trading financial assets mandatorily at 0 0 8,168 0 0 0 0 8,168
fair value through profit or loss

Loans and advances to non-bank 0 0 8,168 0 0 0 0 0 8,168

customers
Financial assets measured at fair value through 213 17,933 0 0 0 0 0 0 18,146
other comprehensive income

Debt securities 213 17,933 0 0 0 0 0 0 18,146
Financial assets measured at amortised cost 43,302 126,112 909,619 20,175 86,666 0 473,284 43,044 1,702,202

Loans and advances to banks 19,163 0 0 0 0 0 0 0 19,163

Loans and advances to 24,139 126,112 909,619 20,175 86,666 0 473,284 43,044 1,683,039

non-bank customers
Off-balance-sheet liabilities 0 26,160 0 0 0 51,908 0 0 78,068
Guarantees 0 26,160 0 0 0 51,908 0 0 78,068
Total 43,515 170,205 917,787 20,175 86,666 51,908 473,284 43,044 1,806,584

the Pan-European Guarantee Fund, followed by sovereign limited
conditional subsidiary guarantees, bank guarantees, guarantees
from legal persons with a rating higher than BBB- based on the

internal credit quality assessment methodology where the guarantor

demonstrates adequate creditworthiness, guarantees issued by the
ECB and by governments and central banks that are assigned a risk

rating of 0 or 1 under the minimum export insurance premiums (MEIP)

listing, and guarantees by the EIF under InvestEU.

Collateral in the form of shares and participating interests primarily

consists of collateral in the form of equity holdings.

Collateral in the form of loans includes collateral in the form of
European Cohesion Policy funds pledged as collateral for portfolio

guarantees.

The majority of other funded credit protection consists of collateral
in the form of inventories, which is followed by collateral in the

form of business equipment and motor vehicles.

The largest component of other forms of credit protection is the

assignment of secured claims.
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Securing of loans and receivables

Fully secured and over-secured loans are loans and

other financial assets measured at amortised cost where
the fair value of the collateral is higher than or equal to
the net value of the loan or other financial asset.

Unsecured and under-secured loans are loans and
other financial assets measured at amortised cost
where the fair value of the collateral is lower than the
net value of the loan or other financial asset.
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Fully secured and over-secured Unsecured and under-secured
loans loans
Net value of Fair value of Net value of Fair value of
loans and collateral loans and collateral
31 Dec 2024 receivables receivables
Financial assets measured at amortised cost
Loans and advances to banks 0 0 189,853 8,325
Loans and advances to non-bank customers 567,988 1,563,013 757,830 152,454
Other financial assets 0 0 5,297 0
Total 567,988 1,563,013 952,980 160,779
Fully secured and over-secured  Unsecured and under-secured
loans loans
Net value of Fair value of Net value of Fair value of
loans and collateral loans and collateral
31 Dec 2023 receivables receivables
Financial assets measured at amortised cost
Loans and advances to banks 18,906 19,163 240,281 0
Loans and advances to non-bank customers 592,954 1,512,821 833,241 170,218
Other financial assets 0 0 3,850 0
Total 611,860 1,531,984 1,077,372 170,218
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Analysis of credit quality: financial assets measured at amortised cost and off-balance-sheet liabilities

SID Bank disclosed gross exposure from financial assets measured
at amortised cost and off-balance-sheet liabilities in the amount of
EUR 2,025,860 thousand as at 31 December 2024.

As at 31 December 2024, 94% of financial assets measured at
amortised cost and off-balance-sheet liabilities were assigned
ratings of A or B, comparable to the previous year. There was an
improvement in the ratings breakdown in 2024 (an increase in the
share assigned a rating of A compared with the share assigned a
rating of B).

As at 31 December 2024 3.4% of financial assets measured at
amortised cost and off-balance-sheet liabilities were assigned ratings
of D or E (31 December 2023: 4.1%). Gross exposure from financial
assets measured at amortised cost assigned a rating of D was down
EUR 30,583 thousand on 31 December 2023, primarily as a result of
the reclassification of a material exposure to a foreign customer as
performing, partial repayments by a customer from Ukraine and by
Belarusian banks, and reclassification to a rating of E.

Gross exposure from financial assets measured at amortised cost
assigned a rating of E was up EUR 12,524 thousand on 31 December
2023, primarily as a result of reclassification from a rating of D.

The prevailing reasons for the reclassifications from a rating of D
were exceeding the number of days past due for material credit
obligations, and the initiation of bankruptcy proceedings.

SID Bank held total allowances and provisions for credit losses
in the amount of EUR 51,193 thousand as at 31 December 2024
(31 December 2023: EUR 50,310 thousand).
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31 Dec 2024 31 Dec 2023
Gross carrying amount 2,025,860 2,121,418
A 1,360,171 1,121,844
B 547,868 843,462
C 49,555 69,787
D 42,400 72,983
E 25,866 13,342
Allowances and provisions for credit losses (51,193) (50,310)
A (988) 1,357
B (7,703) (6,344)
C (8,621) (8,646)
D (12,093) (23,728)
E (21,788) (12,949)
Net carrying amount 1,974,667 2,071,108




Page 188

SID Bank

Annual report 2024

Analysis of credit quality: non-trading financial assets mandatorily at fair value through profit or loss - loans and advances to non-bank customers

Non-trading financial assets mandatorily at fair value
through profit or loss consist of loans and advances
to non-bank customers. The aforementioned loans
and advances were reclassified from a rating of C to a
rating of A in 2024. The fair value of performing loans
and advances is calculated in accordance with the
internal methodology.

31 Dec 2024 31 Dec 2023
Gross carrying amount 2,854 2,935
A 2,854 0
C 0 2,935
Accumulated fair value changes owing to credit risk (80) (792)
A (80) 0
C 0 (792)
Accumulated fair value changes owing to other risks (165) (167)
A (165) 0
C 0 (167)
Net carrying amount 2,609 1,976
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Analysis of credit quality: financial assets measured at fair value through other comprehensive income - debt securities

SID Bank disclosed gross exposure from financial
assets (debt securities) measured at fair value through
other comprehensive income in the amount of EUR
393,386 thousand as at 31 December 2024.

Under IFRS 9, the Bank is required to estimate
expected credit losses on financial assets measured
at fair value through other comprehensive income,
which amounted to EUR 72 thousand.
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31 Dec 2024 31 Dec 2023

Stage 1 Stage 1

Gross carrying amount 393,386 406,659
A 393,386 398,329
B 0 8,330
Allowances for credit losses (72) (150)
A (72) 81
B 0 (69)
Net carrying amount 393,314 406,509
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Analysis of credit quality: financial assets measured at amortised cost - debt securities

SID Bank disclosed exposure from financial assets (debt
securities) measured at amortised cost in the amount of
EUR 225,690 thousand as at 31 December 2024.

SID Bank
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31 Dec 2024 31 Dec 2023

Stage 1 Stage 2 Total Stage 1

Gross carrying amount 220,003 5,687 225,690 168,718
A 175,186 0 175,186 133,386
B 44,817 0 44,817 35,332
C 0 5,687 5,687 0
Allowances for credit losses (288) (1,924) (2,212) (192)
A (85) 0 (85) (32)
B (203) 0 (203) (160)
C 0 (1,924) (1,924) 0
Net carrying amount 219,715 3,763 223,478 168,526
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Analysis of credit quality: financial assets measured at amortised cost - loans and advances to banks

SID Bank disclosed exposure from financial assets
measured at amortised cost (loans and advances to
banks) in the amount of EUR 190,145 thousand as at

31 December 2024. The exposures to Belarusian banks
that became non-performing financial assets in 2022
were classified as Stage 3 (non-performing financial
assets) as at 31 December 2024. The exposure to
Belarusian banks was reduced by regular repayments.
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31 Dec 2024 Stage 1 Stage 3 Total
Gross carrying amount 181,412 8,733 190,145
A 136,080 0 136,080
B 45,332 0 45,332
D 0 8,733 8,733
Allowances for credit losses (202) (90) (292)
A (72) 0 (72)
B (130) 0 (130)
D 0 (90) (90)
Net carrying amount 181,210 8,643 189,853
31 Dec 2023 Stage 1 Stage 3 Total
Gross carrying amount 240,594 19,915 260,509
A 175,579 0 175,579
B 65,015 0 65,015
D 0 19,915 19,915
Allowances for credit losses (313) (1,009) (1,322)
A (91 0 91)
B (222) 0 (222)
D 0 (1,009) (1,009)
Net carrying amount 240,281 18,906 259,187
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Analysis of credit quality: financial assets measured at amortised cost - loans and advances to non-bank customers

SID Bank disclosed exposure from financial assets
measured at amortised cost (loans and advances to
non-bank customers) in the amount of EUR 1,374,363
thousand as at 31 December 2024.

The gross carrying amount of POCl items was EUR 5,599
thousand as at 31 December 2024. Allowances for credit
losses from POCI items were positive and amounted to
EUR 1,476 thousand.

31 Dec 2024 Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying amount 1,111,168 201,006 56,590 5,599 1,374,363
A 865,699 2,104 0 63 867,866
B 245,469 155,565 0 2,065 403,099
C 0 43,337 0 531 43,868
D 0 0 30,726 2,940 33,666
E 0 0 25,864 0 25,864
Allowances for credit losses (2,092) (13,795) (34,134) 1,476 (48,545)
A (801) (23) 0 22 (802)
B (1,291) (7,079) 0 1,112 (7,258)
C 0 (6,693) 0 4) (6,697)
D 0 0 (12,348) 346 (12,002)
E 0 0 (21,786) 0 (21,786)
Net carrying amount 1,109,076 187,211 22,456 7,075 1,325,818
31 Dec 2023 Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying amount 1,304,473 101,343 65,210 3,518 1,474,544
A 710,826 180 0 2,286 713,292
B 590,491 35,184 0 0 625,675
C 3,156 65,979 0 32 69,167
D 0 0 51,868 1,200 53,068
E 0 0 13,342 0 13,342
Allowances for credit losses (4,926) (10,122) (35,272) 1,971 (48,349)
A (778) (1) 0 2,324 1,545
B (3,904) (1,788) 0 0 (5,692)
C (244) (8,333) 0 42 (8,535)
D 0 0 (22,323) (395) (22,718)
E 0 0 (12,949) 0 (12,949)
Net carrying amount 1,299,547 91,221 29,938 5,489 1,426,195
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Analysis of credit quality: financial assets measured at amortised cost - other financial assets

SID Bank disclosed exposure from financial assets

measured at amortised cost (other financial assets) in the 31 Dec2024 31 Dec2023
amount of EUR 5,304 thousand as at 31 December 2024. SEEel S ozl SEgel
Gross carrying amount 5,301 3 5,304 3,854
A 5,151 0 5151 3,699
B 150 0 150 155
D 0 1 1 0
E 0 2 2 0
Allowances for credit losses (4) (3) (7) (4)
A 0 0 0 0
B @ 0 ) 4)
D 0 M (1) 0
E 0 ()] 2) 0
Net carrying amount 5,297 0 5,297 3,850
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Analysis of credit quality: financial assets measured at amortised cost - total

31 Dec 2024 Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying amount 1,517,884 206,693 65,326 5,599 1,795,502
A 1,182,116 2,104 0 63 1,184,283
B 335,768 155,565 0 2,065 493,398
C 0 49,024 0 531 49,555
D 0 0 39,460 2,940 42,400
E 0 0 25,866 0 25,866
Allowances for credit losses (2,586) (15,719) (34,227) 1,476 (51,056)
A (958) (23) 0 22 (959)
B (1,628) (7,079) 0 1,112 (7,595)
C 0 (8,617) 0 (4) (8,621)
D 0 0 (12,439) 346 (12,093)
E 0 0 (21,788) 0 (21,788)
Net carrying amount 1,515,298 190,974 31,099 7,075 1,744,446
31 Dec 2023 Stage 1 Stage 2 Stage 3 POCI Total
Gross carrying amount 1,717,639 101,343 85,125 3,518 1,907,625
A 1,023,490 180 0 2,286 1,025,956
B 690,993 35,184 0 0 726,177
C 3,156 65,979 0 32 69,167
D 0 0 71,783 1,200 72,983
E 0 0 13,342 0 13,342
Allowances for credit losses (5,435) (10,122) (36,281) 1,971 (49,867)
A (901) (1) 0 2,324 1,422
B (4,290) (1,788) 0 0 (6,078)
C (244) (8,333) 0 42 (8,535)
D 0 0 (23,332) (395) (23,727)
E 0 0 (12,949) 0 (12,949)

Net carrying amount 1,712,204 91,221 48,844 5,489 1,857,758
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Analysis of credit quality: off-balance-sheet items

SID Bank disclosed gross exposure from off-balance-
sheet liabilities in the amount of EUR 230,358 thousand
as at 31 December 2024,
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31 Dec 2024 31 Dec 2023

Stage 1 Stage 1 Stage 2 Total
Gross carrying amount 230,358 213,173 620 213,793
A 175,888 95,889 0 95,889
B 54,470 117,284 0 117,284
C 0 0 620 620
Provisions (137) (332) (111) (443)
A (30) (65) 0 (65)
B (107) (267) 0 (267)
C 0 0 (1171) (111)
Net carrying amount 230,221 212,841 509 213,350
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Forborne loans

Forborne loans are exposures to which forbearance
measures have been applied in accordance with Annex
V to Commission Implementing Regulation 680/2014.
SID Bank disclosed exposure from forborne loans in

the amount of EUR 69,429 thousand as at 31 December
2024. Performing forborne loans increased by EUR 996
thousand in 2024, while non-performing forborne loans
decreased by EUR 2,704 thousand.

SID Bank
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31 Dec 2024 31 Dec 2023
Gross carrying amount 69,429 71137
Performing forborne exposures 32,414 31,418
Non-performing forborne exposures 37,015 39,719
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Maturity of financial assets
Gross carrying amount Allowances for credit losses
31 Dec 2024 Stage 1 Stage 2 Stage 3 POCI Total Stage 1 Stage 2 Stage 3 POCI Total
Loans and advances to banks
Non-past-due 181,412 8,552 189,964 (202) (88) (290)
Up to 29 days past due 0 181 181 0 (2) (2)
Total loans and 181,412 8,733 190,145 (202) 0 (90) 0 (292)
advances to banks
Loans and advances to
non-bank customers
Non-past-due 1,110,630 200,760 17,389 5,394 1,334,173 (2,087) (13,786) (2,883) 1,681 (17,075)
Up to 29 days past due 538 246 0 0 784 (5) 9) 0 0 (14)
30 to 89 days past due 0 0 7,091 0 7,091 0 0 (5,091) 0 (5,091)
90 to 180 days past due 0 0 3,427 205 3,632 0 0 (2,303) (205) (2,508)
More than 180 days past 28,683 0 28,683 0 0 (23,857) 0 (23,857)
due
Total loans and 1,111,168 201,006 56,590 5,599 1,374,363 (2,092) (13,795) (34,134) 1,476 (48,545)
advances to non-bank
customers
Other financial assets
Non-past-due 5,301 0 5,301 (4) (M (5)
More than 180 days past 0 3 0 (2) 2)
due
Total other financial 5,301 0 3 0 5,304 (4) 0 (3) 0 (7)

assets
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Gross carrying amount Allowances for credit losses

31 Dec 2023 Stage 1 Stage 2 Stage 3 POCI Total Stage 1 Stage 2 Stage 3 POCI Total
Loans and advances to banks
Non-past-due 240,594 0 19,915 0 260,509 (313) 0 (1,009) 0 (1,322)
Total loans and 240,594 0 19,915 0 260,509 (313) 0 (1,009) 0 (1,322)
advances to banks
Loans and advances to
non-bank customers
Non-past-due 1,303,070 93,316 21,487 3,355 1,421,228 (4,919) (9,503) (8,026) 2,135 (20,313)
Up to 29 days past due 1,403 2,893 15,867 0 20,163 (7) (307) (4,229) 0 (4,543)
30 to 89 days past due 0 5134 1,273 163 6,570 0 (312) (803) (164) (1,279)
90 to 180 days past due 0 0 5,934 0 5,934 0 0 (2,459) 0 (2,459)
More than 180 days past 0 0 20,649 0 20,649 0 0 (19,755) 0 (19,755)
due
Total loans and 1,304,473 101,343 65,210 3,518 1,474,544 (4,926) (10,122) (35,272) 1,971 (48,349)
advances to non-bank
customers
Other financial assets
Non-past-due 3,854 0 0 0 3,854 (4) 0 0 0 (4)
Total other financial 3,854 0 0 0 3,854 (4) 0 0 0 (4)
assets

Past-due financial assets comprise loans and other financial assets past-due loan or other financial asset. If the Bank is also exposed

measured at amortised cost, where the debtor is past due on any to the same debtor under other agreements but the debtor is not

material credit obligation to SID Bank. The whole exposure under a past due with regard to the exposures under other agreements,

specific loan agreement (rather than only the part of the exposure these exposures are also classified as past-due loans.

for which the debtor is past due with payment) is classified as a
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Debt securities

Credit risk on debt securities derives from the portfolio managed
by SID Bank primarily for the purpose of ensuring liquidity,
stabilising net interest income, pursuing its asset-liability
management, and exercising its existing mandate frameworks to
support domestic bank and corporate issuers.

Debt securities accounted for 22.6% of SID Bank's balance sheet
total on the asset side as at the end of 2024 (2023: 21.4%). The Bank
had 63.8% of its debt securities portfolio classified as debt securities
measured at fair value through other comprehensive income and
36.2% classified as debt securities measured at amortised cost as at
the end of 2024 (2023: 70.7% and 29.3% respectively).

The proportion of the entire debt securities portfolio accounted

for by green, social and sustainability bonds was 14.6% at the end
of 2024 (2023: 16.9%). Since mid-2021 the Bank has not made new
investments in debt securities of issuers whose core business is in
the fossil fuels segment. The Bank does not hold investments of this
kind in the debt securities portfolio.

SID Bank has no exposure to Russian or Ukrainian bonds.

In 2024 the Bank made new purchases within its mandate
frameworks, namely MREL-eligible debt securities of domestic
banks and debt securities of domestic corporates that meet green,
social, sustainability and other conditions, which resulted in a
further increase in the share of the portfolio accounted for by debt
securities measured at amortised cost.
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Debt securities measured at fair value through other comprehensive income by issuer rating
31 Dec 2024 31 Dec 2023
AAA 21,795 21,490
From AA- to AA+ 53,610 28,725
From A-to A+ 232,137 253,446
From BBB+ to BBB- 85,772 94,587
Lower than BBB- 0 8,261
Skupaj 393,314 406,509

The table shows the fair value of debt securities measured at fair
value through other comprehensive income, classified in terms of
the issuer’s rating in accordance with SID Bank’s methodology.

The portfolio of debt securities measured at fair value through
other comprehensive income at the end of 2024 was down EUR
13,195 thousand on the previous year.

Debt securities issued by EU Member States (including Slovenia)
with an investment-grade rating (BBB- or higher) were the largest
component of the portfolio of debt securities measured at fair value
through other comprehensive income, accounting for 76.9% of the
total as at 31 December 2024 (31 December 2023: 64.8%). Slovenian

government debt securities accounted for 32.9% (31 December 2023:

29.1%) of the portfolio of debt securities measured at fair value
through other comprehensive income. The remainder of the
portfolio of debt securities measured at fair value through other

comprehensive income consists of debt securities issued by banks,

non-financial corporations and financial institutions.

The decline in exposures in lower rating grades (lower than BBB-)
was attributable to the maturing of debt securities of domestic
issuers, and an upgrade in the rating of one of the domestic
issuers. The Bank held no exposures in debt securities measured at
fair value through other comprehensive income rated lower than
BBB- at the end of 2024 (end of 2023: 2.0% of the portfolio).

A detailed breakdown of financial assets measured at fair value
through other comprehensive income, by type of issuer, is given
under section 2.4.3 Financial assets measured at fair value through
other comprehensive income.
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Debt securities measured at amortised cost by

- ! 31 Dec 2024 31 Dec 2023
issuer rating

From AA-to AA+ 52,850 52,748
The table shows the amortised cost of debt From A-to A+ 15,451 10,334
securities classified according to the issuer’s rating in From BBB+ to BBB- 106,800 70,271

ith S k' hodology.

accordance with SID Bank’s methodology. Lower than BBB— 48377 35173
The portfolio of debt securities measured at Total 223,478 168,526

amortised cost expanded by EUR 54,952 thousand in
2024, on account of new purchases made within the
mandate frameworks to support domestic bank and
corporate issuers.

In 2024 SID Bank made new purchases of MREL-eligible
debt securities of domestic banks and debt securities
of domestic corporates that meet green, social,
sustainability and other conditions, which upon initial
recognition were classified as debt securities measured
at amortised cost. The majority of the portfolio of debt
securities measured at amortised cost consists of bonds
of domestic banks and sovereign issuers from the EU
with an investment-grade rating (BBB- or higher). The
remainder of the portfolio consists of two holdings in a
domestic bank issuer and a non-financial issuer with a
worse rating (lower than BBB-).

A detailed breakdown of financial assets measured at
amortised cost by type of issuer is presented in section
244 Financial assets measured at amortised cost.
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Breakdown of exposure to credit risk by geographical area

The tables illustrate the breakdown of net
exposure to credit risk by geographical area as
defined by the debtor’s registered office.

Exposure to Slovenia from financial assets
amounted to EUR 2,270,643 thousand at

the end of 2024 (end of 2023: EUR 2,183,384
thousand). The main factor in the increase in
exposure from financial assets compared with
the end of 2023 was an increase in balances
at the central bank and in demand deposits
at banks, while the stock of financial assets
measured at amortised cost declined in 2024.

The largest component of the credit portfolio’s
exposure to the rest of the world from financial
assets was exposure to other EU Member
States, which amounted to EUR 348,756
thousand at the end of 2024 (end of 2023:

EUR 372,958 thousand). SID Bank uses internal
exposure limits to apply a maximum allowable
exposure to individual geographical areas. A
detailed presentation of the major credit risk
exposures by individual country is given in a
separate table.

SID Bank's exposure to Belarus amounts to EUR
8,643 thousand, and its exposure to Ukraine

to EUR 7460 thousand. SID Bank has no direct
exposure to Russia.
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Slovenia OtherEU  Other Europe Other Total
31 Dec 2024 Member States countries
Financial assets 2,270,643 348,756 18,224 10,937 2,648,560
Cash, cash balances at central banks and demand deposits at banks 493,158 0 0 0 493,158
Financial assets mandatorily at fair value through profit or loss 2,609 0 0 0 2,609
Loans and advances to non-bank customers 2,609 0 0 0 2,609
Financial assets measured at fair value through other 130,491 262,823 0 0 393,314
comprehensive income
Debt securities 130,491 262,823 0 0 393,314
Financial assets measured at amortised cost 1,644,385 70,900 18,224 10,937 1,744,446
Debt securities 170,628 52,850 0 0 223,478
Loans and advances to banks 166,290 14,920 8,643 0 189,853
Loans and advances to non-bank customers 1,305,300 0 9,581 10,937 1,325,818
Other financial assets 2,167 3,130 0 0 5,297
Derivatives — hedge accounting 0 15,033 0 0 15,033
Off-balance-sheet liabilities 193,769 36,452 (1] 0 230,221
Guarantees 89,298 0 0 0 89,298
Gross exposure 89,338 0 0 0 89,338
Provisions (40) 0 0 0 (40)
Other off-balance-sheet liabilities 104,471 36,452 0 0 140,923
Gross exposure 104,568 36,452 0 0 141,020
Provisions (97) 0 0 0 (97)
Total 2,464,412 385,208 18,224 10,937 2,878,781
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Slovenia OtherEU  Other Europe Other Total
31 Dec 2023 Member states countries
Financial assets 2,183,384 372,958 30,667 12,879 2,599,888
Cash, cash balances at central banks and demand deposits at banks 323,785 0 0 0 323,785
Financial assets mandatorily at fair value through profit or loss 1,976 0 0 0 1,976
Loans and advances to non-bank customers 1,976 0 0 0 1,976
Financial assets measured at fair value through other 128,455 278,054 0 0 406,509
comprehensive income
Debt securities 128,455 278,054 0 0 406,509
Financial assets measured at amortised cost 1,729,168 85,044 30,667 12,879 1,857,758
Debt securities 115,778 52,748 0 0 168,526
Loans and advances to banks 211,280 29,001 18,906 0 259,187
Loans and advances to non-bank customers 1,401,555 0 11,761 12,879 1,426,195
Other financial assets 555 3,295 0 0 3,850
Derivatives — hedge accounting 0 9,860 0 0 9,860
Off-balance-sheet liabilities 188,019 25,331 0 0 213,350
Guarantees 104,101 0 0 0 104,101
Gross exposure 104,207 0 0 0 104,207
Provisions (106) 0 0 0 (106)
Other off-balance-sheet liabilities 83,918 25,331 0 0 109,249
Gross exposure 84,255 25,331 0 0 109,586
Provisions (337) 0 0 0 (337)
Total 2,371,403 398,289 30,667 12,879 2,813,238
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31 Dec 2024 31 Dec 2023

Financial Off-balance- Total exposure Financial Off-balance- Total exposure

assets sheet assets sheet

liabilities liabilities
Slovenia 2,270,643 193,769 2,464,412 2,183,384 188,019 2,371,403
France 62,687 0 62,687 69,601 0 69,601
Belgium 47,306 0 47,306 33,008 0 33,008
Spain 40,710 0 40,710 39,614 0 39,614
Hungary 27,885 0 27,885 27,264 0 27,264
ltaly 27,764 0 27,764 37,953 0 37,953
Austria 23,111 0 23,111 13,071 0 13,071
Luxembourg 19,103 36,444 55,547 18,873 25,283 44,156
Germany 32,747 0 32,747 50,866 0 50,866
Lithuania 16,331 0 16,331 15,510 0 15,510
Netherlands 11,245 8 11,253 13,974 48 14,022
Belarus 8,643 0 8,643 18,906 0 18,906
Ukraine 7,460 0 7,460 9,038 0 9,038
Other 52,925 0 52,925 68,826 0 68,826
Total 2,648,560 230,221 2,878,781 2,599,888 213,350 2,813,238
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Breakdown of credit risk exposure by economic sector
- Financialand Manufacturing Public ~Wholesaleand Transportation Professional, Electricity, gas, Other Total
insurance administration retail trade and and storage  scientificand  steam and air
activities and defence  repair of motor technical conditioning
vehicles and activities supply
31 Dec 2024 motorcycles
Financial assets 904,736 455,647 550,111 123,763 156,492 24,676 141,906 291,229 2,648,560
Cash, cash balances at central banks and 493,158 0 0 0 0 0 0 0 493,158
demand deposits at banks
Non-trading financial assets mandatorily at fair 0 0 0 0 0 0 0 2,609 2,609
value through profit or loss
Loans and advances to non-bank 0 0 0 0 0 0 0 2,609 2,609
customers
Financial assets measured at fair value through 47,894 19,195 302,294 0 0 0 6,958 16,973 393,314
other comprehensive income
Debt securities 47,894 19,195 302,294 0 0 0 6,958 16,973 393,314
Financial assets measured at amortised cost 348,651 436,452 247,817 123,763 156,492 24,676 134,948 271,647 1,744,446
Debt securities 146,425 4,989 63,127 0 0 3,763 5,174 0 223,478
Loans and advances to banks 189,853 0 0 0 0 0 0 0 189,853
Loans and advances to non-bank 9,211 431,318 182,719 123,763 156,473 20,913 129,774 271,647 1,325,818
customers
Other financial assets 3,162 145 1,971 0 19 0 0 0 5,297
Derivatives — hedge accounting 15,033 0 0 0 0 0 0 0 15,033
Off-balance-sheet liabilities 83,119 27,256 1,100 0 49,931 0 12,996 55,819 230,221
Guarantees 41,957 0 0 0 47,341 0 0 0 89,298
Gross exposure 41,992 0 0 0 47,346 0 0 0 89,338
Provisions (35) 0 0 0 (5) 0 0 0 (40)
Other off-balance-sheet liabilities 41,162 27,256 1,100 0 2,590 0 12,996 55,819 140,923
Gross exposure 41,162 27,290 1,100 0 2,595 0 13,000 55,873 141,020
Provisions 0 (34) 0 0 (5) 0 ) (54) 97)
Total 987,855 482,903 551,211 123,763 206,423 24,676 154,902 347,048 2,878,781

The tables illustrate the breakdown of net exposure to credit risk by economic sector. SID Bank’s largest exposure remained to the sector of financial and insurance activities at the end of 2024.
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Financial and Manufacturing Public Wholesaleand Transportation Professional, Electricity, gas, Other Total
insurance administration  retail trade and and storage  scientificand  steam and air
activities and defence  repair of motor technical conditioning
vehicles and activities supply
31 Dec 2023 motorcycles
Financial assets 780,355 475,257 526,747 157,978 145,940 35,562 169,698 308,351 2,599,888
Cash, cash balances at central banks and 323,785 0 0 0 0 0 0 0 323,785
demand deposits at banks
Non-trading financial assets mandatorily at fair 0 0 0 0 0 0 0 1,976 1,976
value through profit or loss
Loans and advances to non-bank 0 0 0 0 0 0 0 1,976 1,976
customers
Financial assets measured at fair value through 70,916 23,859 263,226 7,759 215 9,608 14,411 16,515 406,509
other comprehensive income
Debt securities 70916 23,859 263,226 7,759 215 9,608 14,411 16,515 406,509
Financial assets measured at amortised cost 375,794 451,398 263,521 150,219 145,725 25,954 155,287 289,860 1,857,758
Debt securities 105,443 0 63,083 0 0 0 0 0 168,526
Loans and advances to banks 259,187 0 0 0 0 0 0 0 259,187
Loans and advances to non-bank 7,867 451,246 200,057 150,219 145,705 25,954 155,287 289,860 1,426,195
customers
Other financial assets 3,297 152 381 0 20 0 0 0 3,850
Derivatives — hedge accounting 9,860 0 0 0 0 0 0 0 9,860
Off-balance-sheet liabilities 83,192 13,080 586 49,880 54,235 1,357 8,365 2,655 213,350
Guarantees 51,859 0 0 0 52,242 0 0 0 104,101
Gross exposure 51,908 0 0 52,299 0 0 0 104,207
Provisions (49) 0 0 (57) 0 0 0 (106)
Other off-balance-sheet liabilities 31,333 13,080 586 49,880 1,993 1,357 8,365 2,655 109,249
Gross exposure 31,333 13,133 586 50,000 2,000 1,470 8,400 2,664 109,586
Provisions 0 (53) 0 (120) (7) (113) (35) 9) (337)
Total 863,547 488,337 527,333 207,858 200,175 36,919 178,063 311,006 2,813,238
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Modified financial assets

In the event of modification to the contractual cash flows of a
financial asset that do not result in its derecognition, SID Bank
calculates the current value of the modified contractual cash flows
using, as the discount rate, the effective interest rate at recognition,
or the credit-adjusted effective interest rate in the case of POCI
items. SID Bank also adjusts the gross carrying amount of the
financial asset by the amount of the difference established. SID Bank
accrues the amount by which the gross carrying amount of the
financial asset is adjusted as a result of a modification to contractual
cash flows over the entire remainder of the lifetime of the financial
asset and discloses it in the income statement as interest income.

The number of contractual cash flows that were modified and did
not result in the derecognition of the financial asset in 2024 was
down on 2023.

Losses were recognised in the income statement in the total
amount of EUR 122 thousand in response to the modification to
contractual cash flows in the case of 12 financial assets, while gains
in the total amount of EUR 15 thousand were recognised in the
case of six financial assets.

Financial assets modified in period

The table shows the effects of modifications to the contractual cash
flows of financial assets, where SID Bank measures allowances for
credit losses based on the lifetime expected credit losses on a financial
instrument (financial assets are classified as Stage 2, Stage 3 or as POCl
items), and the modifications did not result in the derecognition of
financial assets.

SID Bank
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2024 2023
Gross carrying amount before modification 15,736 61,361
Credit loss allowances before modification (8,003) (16,054)
Net amortised cost before modification 7,733 45,307
Net gains/(losses) from modification (107) (790)
Net amortised cost after modification 7,626 44,517

Financial assets modified after initial recognition in a period when the credit loss allowance is based on lifetime ECLs

2024 2023

Gross carrying amount of financial assets for which allowances for credit losses were

changed in the period from lifetime to 12-month ECLs

209 2.606

The table shows the gross carrying amount of financial assets where
the enhancement of the credit quality of the financial assets in the
period following the modification of contractual cash flows led to

a change in the calculation of expected credit losses. Before the
modification to contractual cash flows, allowances for credit losses
were measured on the basis of lifetime expected credit losses on
the financial instrument (the financial assets were classified as Stage
2 or Stage 3), while in the period following the modification to
contractual cash flows, these allowances began to be calculated on
the basis of 12-month expected credit losses (the financial assets
were reclassified to Stage 1) due to enhancement in credit quality.

Counterparty credit risk

Counterparty credit risk arises as a result of the conclusion of

derivative transactions that SID Bank executes solely for the purpose
of hedging open foreign-exchange and interest-rate positions.

The Bank determines counterparty credit risk exposure from
derivatives using the original exposure method in accordance with
Article 282 of the CRR. Exposure is managed at transaction level
within the framework of limits on exposure to credit risk, which are
approved by the credit committee.

SID Bank only concludes transactions outside the regulated stock
market (OTC transactions) with banks with whom it has concluded

a framework agreement on transactions in derivatives (ISDA Master
Agreement). For the purpose of mitigating counterparty credit risk
in derivative transactions, the Bank has also signed a credit support
annex (CSA) as a legal supplement to the master agreement, based on
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a system of providing cash margins through the exchange of collateral
depending on the daily fair value of the derivative.

The Bank conducts daily monitoring of exposure to counterparty
credit risk on the basis of the fair value of the derivative. If adverse
changes in the fair value of a derivative result in insufficient coverage
of exposure by collateral for a counterparty, the Bank calls on that
counterparty to provide additional collateral.

A credit valuation adjustment (CVA) represents an adjustment to the
value of the derivative for counterparty credit risk, and is defined as
the difference between the value of the financial instrument without
taking credit risk into account and the value after taking credit risk into
account. When calculating the CVA for the purpose of recognition in
the income statement, the Bank also takes account of any collateral,
and does not calculate a CVA if collateral has been established or
clearing is being executed in accordance with the EMIR. The valuation
adjustment needs to take account of counterparty credit risk (CVA),
and also own credit risk (DVA). Given that the Republic of Slovenia
bears irrevocable and unlimited liability for SID Bank's liabilities on the
basis of the ZSIRB, the Bank does not calculate a DVA.

Counterparty credit risk in derivatives has an impact on the Bank'’s
profit or loss via adjustments to the valuation of assets/liabilities. SID
Bank recognises the calculated CVA amount in the income statement
in months in which the total amount of the calculated CVA for all
derivatives exceeds 10 basis points of the last total risk exposure
amount, as set out in Article 92(3) of the CRR.

SID Bank agreed on cash deposits as collateral with counterparties
with whom it concluded derivatives transactions in 2024, and
therefore did not calculate a CVA for the purpose of recognition in the
income statement as at 31 December 2024.

The Bank used the standardised method in accordance with Article
384 of the CRR to calculate the capital requirements for CVA risk in
2024, In 2025 the Bank will use a simplified approach in accordance
with Article 385 of the new CRR. The Bank does not use collateral to
reduce the capital requirements for CVA risk.
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3.2 Liquidity risk

Liquidity risk is the risk of a loss occurring when the Bank is unable

to settle all of its maturing liabilities, or when it is obliged to obtain
sources of liquidity at costs significantly higher than average market
costs due to its inability to provide sufficient funds to settle its liabilities
at maturity. The greater the mismatch between flows of interest and
principal on the asset side and the liability side, and in off-balance-
sheet items, the higher is the risk of illiquidity.

Liquidity risk in the narrower sense arises when the Bank would be
unable to repay its liabilities by means of investment operations. These
liabilities are usually settled using cash inflows, readily convertible
assets, and borrowed funding. Liquidity risk in the broader sense is

the risk that the Bank will have to undertake additional borrowing at a
higher interest rate, and the risk that the Bank will be compelled to sell
financial assets at a discount as a result of the need for liquidity.

By managing liquidity risk, SID Bank ensures the regular settlement of
all monetary liabilities, the maintenance of sufficient liquid assets, the
high-quality management of operational and structural liquidity, and
compliance with legal and regulatory requirements.

Take-up and management of liquidity risk

SID Bank takes up liquidity risk in accordance with the business strategy,
its risk-bearing capacity, its risk appetite and the risk management
strategy, with the primary objective of ensuring prudent and secure
operations. Liquidity management includes the prudent management
of assets and liabilities (on-balance-sheet and off-balance-sheet), and

a balanced borrowing strategy so that the Bank is capable of meeting
its due liabilities at any given moment and in due time (liquidity), and is
capable of meeting all its liabilities on a sustained basis (solvency).

The process of taking up and managing liquidity risk is conducted in
line with the liquidity risk management policy, which is discussed and
adopted at least once a year by the Bank's management body. The
policy sets out all steps in liquidity risk management, encompassing
the procedures for identifying, measuring, monitoring and managing
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liquidity risk. It also includes the approach to the management of
assets and funding, including the approaches to reporting the liquidity
position, and measures to manage liquidity risk and the internal
procedures to implement these measures.

The Bank determines an adequate liquidity position and liquidity
buffer level, and a stable funding structure via its adopted liquidity
risk appetite. This is reflected by setting minimum values for the
liquidity coverage ratio (LCR) and net stable funding ratio (NSFR).
Each year the management body determines the scope of liquidity
risk take-up in accordance with the business strategy, the estimated
risk-bearing capacity, and the confirmed risk management strategy.
In so doing the Bank takes account of the current liquidity position,
the planned stock of asset and liability items aligned with the
business plan, and the results of stress testing. The process of
determining the liquidity risk appetite also includes reviewing
whether the internal limits put in place are adequate.

The liquidity risk management policy and corresponding bylaws set
additional quantitative limits and measures for controlling the take-
up of liquidity risk at the Bank. These include procedures for when
the limits are transgressed, the requisite measures in the event of a
deterioration in operational or structural liquidity, and a definition
of the responsibilities of the relevant committees and individual
organisational units for liquidity risk management.

Exposure to liquidity risk is regularly discussed and monitored in

the weekly meetings of the liquidity management committee,

the monthly meetings of the asset-liability and risk management
committee, and in meetings of the management body, which are
held quarterly. The Bank presents the key responsibilities of the
competent bodies in the area of risk management, risk management
functions and individual organisational units in the business report
in the section entitled Risk management.

Through the regular implementation of the internal liquidity
adequacy assessment process (ILAAP), SID Bank ensures the
effectiveness of liquidity risk management and the adequacy of
the Bank's liquidity relative to its risk profile. The implementation
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of the ILAAP also includes an assessment of liquidity needs and an
assessment of available liquidity within the framework of business
as usual, and within the framework of the financial plan and the
annual operating plan. The Bank draws up an ILAAP report once a
year, which is discussed and approved by the management body.
This report also serves as a basis for the supervisory review and
evaluation of liquidity risk at the Bank.

SID Bank ensures liquidity risk management through its activities
to secure funding of the appropriate maturities, by adjusting the
maturities of asset and liability items, and maintaining a liquidity
buffer of suitable stock and quality, with debt securities accounting
for the majority of this buffer. The Bank has a sufficient stock of
eligible securities at its continuous disposal to obtain additional
secondary liquidity from the central bank.

The Bank systematically monitors its liquidity position by means of
various indicators and by reviewing its attainment of the planned
objectives. It manages structural liquidity through the assessment
of the long-term liquidity position.

Liquidity risk management at SID Bank includes the following:

o the daily management of liquidity;

o the setting of a liquidity risk appetite framework and limits for
liquidity risk management;

« theregular planning and monitoring of future liquidity flows;

« theregular verification of the liquidity position, the stock of
liquidity reserves and the ratio of liquidity reserves to the
balance sheet total, and simulations of LCR and NSFR, taking
into account the annual financial plan and information from
the business units for future periods under the baseline
scenario and in internally defined liquidity scenarios;

«  monitoring of the appropriate structure of funding and financial assets;

« the management and monitoring of a sufficient pool of
financial assets as collateral for the central bank’s claims;

o theregular verification of the adequacy of the liquidity
reserve and the survival period under internally defined stress
scenarios under the assumption of a runoff balance sheet.

SID Bank

SID Bank is obliged to meet the reserve requirement at the central
bank. The reserve requirement is 1% of the stock of deposits
received from non-bank customers and issued debt securities
with an agreed maturity of up to two years. At the end of 2024 the
reserve requirement was zero.

SID Bank does not accept deposits from uninformed investors as
arule. It is therefore not exposed to the risk of potential outflows
of retail and corporate demand deposits, and thus does not have
an internal model for determining deposit stability. This fact and
the specific role of the Bank also affect the structure of funding,
and mean that there is higher concentration on the funding side
compared with commercial banks.

SID Bank obtains funding on the domestic and international financial
markets. The diversification of funding, particularly in terms of the
type and geographical diversification of investors and the type

of financial instrument, ensures that SID Bank has stable access

to funding. The fact that SID Bank obtains long-term funding
supported by Slovenian government guarantees in accordance

with the ZSIRB, particularly on international financial markets and at
similar financial institutions, increases the stability of its funding.

Assessment of the adequacy of funding and borrowing activities
is based on SID Bank's business strategy and the annual financial
borrowing plan, which is drawn up as part of the annual strategic
planning process. The purpose of borrowing is to ensure adequate
funding for the execution of the Bank’s asset-side operations.
Adequacy is assessed with regard to maturity, currency, interest-
rate type, borrowing costs, and any other characteristics. SID Bank
borrows for the purposes set out in the ZSIRB.

Contingent liquidity risk management framework

SID Bank uses an internal rulebook that provides a framework for
contingent liquidity risk management. This framework includes:

« procedures for the early identification of possible liquidity
shortfalls;
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o the contingent liquidity risk management plan and the
responsibilities for resolving liquidity crises;

« the criteria for activating the contingent liquidity risk
management plan;

o thetoolkit of possible measures for addressing a liquidity crisis;

« early warning indicators of adverse liquidity conditions;

o internal liquidity stress testing and reviews of the adequacy
of the liquidity reserve under the assumption of a runoff
balance sheet, having regard for various market scenarios, an
institution-specific scenario, and a combined scenario, which
represents a combination of the institution-specific scenario
and the most severe market scenario;

o internal simulations of liquidity flows, liquidity reserves, and
LCR and NSFR, having regard for market conditions (baseline
and adverse market scenarios), and assumptions from the
annual financial plan and information from the business units.

By regularly monitoring developments on the financial

markets, its liquidity position, performance indicators and early
warning indicators for potential liquidity difficulties, including
macroeconomic indicators, and by reviewing liquidity risk
management in internal scenarios, the Bank is able to promptly
identify potential liquidity challenges and to take the necessary
measures to manage them. ESG risk factors are also incorporated
into the liquidity stress testing framework, which provides for even
more precise and comprehensive management of the ILAAP.

Liquidity coverage ratio

The aim of the liquidity coverage ratio (LCR) requirements is to
prevent liquidity risk by reducing credit institutions’ dependence
on short-term funding and liquidity provided by central banks,
by requiring them to hold sufficient liquid assets to handle any
surplus of liquid outflows over inflows that could be expected to
occur over a 30-day stress period.

The Bank has put in place an internal limit for maintaining the LCR and
liquidity buffer that is more stringent than the regulatory requirement
(100%). The asset-liability and risk management committee regularly
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reviews the LCR and compliance with the approved internal limit.

The LCR amounted to 4,181% at the end of 2024 (end of 2023:
1,069%). The Bank maintains the LCR at high levels, but it is also
volatile, primarily because the Bank usually does not usually have
a high volume of maturities over a period of 30 days, except when
long-term funding is maturing.

SID Bank monitors and maintains an adequate buffer of
unencumbered, high-quality liquid assets to be held as a contingency
against adverse liquidity conditions. The Bank maintained an adequate
level, quality and structure of liquid assets in 2024 for covering its
expected and unexpected liquidity outflows, and for business
continuity purposes. The structure of the liquidity buffer at the end of
2024 compared with the end of 2023 shows that the Bank significantly
increased its exposure to the central bank, and reduced its holding of
debt securities eligible for the LCR. The share of Level 1 high-quality
liquid assets (HQLA), which in addition to high-quality debt securities
also includes balances at the central bank, amounted to 98.5% at the
end of 2024 (31 December 2023: 95.7%).

The liquid assets eligible for inclusion in the LCR calculation amounted
to EUR 546,966 thousand as at 31 December 2024, after haircuts had
been taken into account (31 December 2023: EUR 402,334 thousand),
with the liquid assets of central government units accounting for 66.5%
(31 December 2023: 80.6%), and exposure to central banks increasing to
26.2% (31 December 2023: 7.3%) of all eligible liquid assets after haircuts.

In addition to the regular calculation of the LCR, the Bank regularly
conducts and reviews simulations of the LCR that take account of the
assumptions of the annual financial plan and information from business
units over the next 12 months, with the calculation being carried out in
the baseline and internally defined adverse liquidity scenarios.

Net stable funding ratio

In its provisions regarding the net stable funding ratio (NSFR),
the CRR focuses on restricting banks in the transformation of the
maturity structure. The NSFR is defined as the ratio of available
stable funding to required stable funding. The Bank is required to
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Structure of LCR liquidity buffer (after haircuts)

Receivables from
central banks and
public sector

Receivables
from central
government units

Exposure to
central banks

80.6%

66.5%

7.3%  26.2%

-

maintain an NSFR of at least 100% under the CRR.

0.0%  0.0%

[ts NSFR stood at 160.8% at the end of 2024 (end of 2023: 151.8%)).
The level of the ratio, its evolution over time, and compliance with
the internal limits put in place are discussed on a regular basis by
the asset-liability and risk management committee.

In addition to regular calculations of the NSFR, the Bank regularly
conducts and reviews simulations of the NSFR for the period of the
financial plan that take account of the assumptions of the financial
plan and information from business units in the baseline and
internally defined adverse liquidity scenarios.

Exposure to liquidity risk

The table illustrates future expected or contractual cash flows from
on- and off-balance-sheet items by maturity on the reporting date.

Expected cash flows in connection with loans subject to individual
and collective impairment comprise expected cash flows with
regard to contractual maturity, rather than contractual cash flows.

The expected cash flows of financial liabilities are taken into account
with regard to contractual maturity, given that the Bank does not have

Page 209

31Dec2023 M 31Dec204 MR

Non-financial
corporate bonds

Receivables from
credit institutions
by government

Receivables from
international
organisations

and multiateral or specific
development purposes
banks
3.9%  2.9% 3.8%  2.9% 4.3%  1.5%
Y —— Y —

customer demand deposits at its disposal and thus has not developed
a methodology for allocating demand deposits over time.

Cash flows from derivatives used for hedging are settled in net amounts.

Expected cash flows from off-balance-sheet liabilities are
estimated according to an internal methodology.

The changes in the structure of the liquidity gaps by maturity bucket
at the end of 2024 relative to the end of 2023 relate to the regular
maturing of financial assets and liabilities, i.e. shortening residual
maturity, and the issuance of new long-term bonds in the amount
of EUR 125 million. Some 21.3% of future cash flows from financial
liabilities have a residual maturity of up to 12 months, the largest of
which comprise the maturing of a bond worth EUR 350 million and
regular repayment instalments of long-term dedicated funding.
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Exposure to liquidity risk

Annual report 2024

Upto1month 1to3 months 3to 12 months 1to 5 years More than 5 Total

31 Dec 2024 years
Financial assets 518,609 58,066 257,733 1,483,758 633,223 2,951,389
Cash, cash balances at central banks and demand deposits at banks 493,199 0 0 0 0 493,199
Non-trading financial assets mandatorily at fair value through profit or loss 4 9 28 2,932 0 2,973
Loans and advances to non-bank customers 4 9 28 2,932 0 2,973
Financial assets measured at fair value through other comprehensive income 39 9,979 39,737 320,142 48,704 418,601
Debt securities 39 9,979 39,737 320,142 48,704 418,601
Financial assets measured at amortised cost 25,367 45,713 219,338 1,151,166 584,519 2,026,103
Debt securities 2,845 10,910 47,649 119,808 23,821 205,033
Loans and advances to banks 19,847 34,441 160,804 820,503 510,269 1,545,864
Loans and advances to non-bank customers 508 362 10,885 210,855 47,299 269,909
Other financial assets 2,167 0 0 0 3,130 5,297
Derivatives — hedge accounting 0 2,365 (1,370) 9,518 0 10,513
Financial liabilities 9,186 24,972 497,468 1,219,024 726,603 2,477,253
Financial liabilities measured at amortised cost 5,892 24,972 494,655 1,219,024 726,603 2,471,146
Deposits from banks and central banks 41 74 348 17,186 0 17,649
Loans from banks and central banks 0 13,597 37,038 134,671 95,688 280,994
Loans from non-bank customers 1,364 5,572 102,232 826,993 351,586 1,287,747
Debt securities 0 5,642 354,966 239,933 279,200 879,741
Other financial liabilities 4,487 87 71 241 129 5,015
Derivatives — hedge accounting 3,294 0 2,813 0 0 6,107
Liquidity gap 509,423 33,094 (239,735) 264,734 (93,380) 474,136
Off-balance-sheet liabilities 31,508 2,595 84,481 13,590 13,313 145,487
Other off-balance-sheet liabilities 27,041 2,595 84,481 13,590 13,313 141,020
Guarantees 4,467 0 0 0 0 4,467




SID Bank Annual report 2024 Page 211

Upto1month 1to3 months 3to 12 months 1to 5 years More than 5 Total

31 Dec 2023 years
Financial assets 348,147 54,172 264,636 1,567,954 787,495 3,022,404
Cash, cash balances at central banks and demand deposits at banks 323,820 0 0 0 0 323,820
Non-trading financial assets mandatorily at fair value through profit or loss 0 10 50 3,118 0 3,178
Loans and advances to non-bank customers 0 10 50 3,118 0 3,178
Financial assets measured at fair value through other comprehensive income 61 3,133 38,532 321,601 84,035 447,362
Debt securities 61 3,133 38,532 321,601 84,035 447,362
Financial assets measured at amortised cost 24,266 48,804 228,135 1,236,298 703,460 2,240,963
Debt securities 3,025 11,788 53,303 181,666 40,322 290,104
Loans and advances to banks 20,858 36,593 166,516 875914 648,030 1,747,911
Loans and advances to non-bank customers 0 423 8,316 178,546 11,813 199,098
Other financial assets 383 0 0 172 3,295 3,850
Derivatives — hedge accounting 0 2,225 (2,081) 6,937 0 7,081
Financial liabilities 34,734 53,344 145,396 1,670,123 639,886 2,543,483
Financial liabilities measured at amortised cost 31,250 53,344 140,862 1,664,416 639,886 2,529,758
Deposits from banks and central banks 26,131 69 318 2,266 10,212 38,996
Loans from banks and central banks 0 41,091 57,189 135,029 95,305 328,614
Loans from non-bank customers 1,458 6,237 32,294 953,368 382,953 1,376,310
Debt securities 0 5,642 51,023 573,506 151,284 781,455
Other financial liabilities 3,661 305 38 247 132 4,383
Derivatives — hedge accounting 3,484 0 4,534 5,707 0 13,725
Liquidity gap 313,413 828 119,240 (102,169) 147,609 478,921
Off-balance-sheet liabilities 29,827 3,399 3,794 60,085 17,691 114,796
Other off-balance-sheet liabilities 24,617 3,399 3,794 60,085 17,691 109,586
Guarantees 5,210 0 0 0 0 5,210
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Non-derivative on-balance-sheet liabilities and guarantees by contractual maturity

The following table illustrates the undiscounted

cash flows of non-derivative on-balance-sheet
liabilities and liabilities from guarantees with regard
to contractual maturity. SID Bank does not have
customer demand deposits at its disposal, for which
reason the non-derivative on-balance-sheet liabilities
in individual buckets do not differ with regard to
expected or contractual maturity. Guarantees are
disclosed with regard to contractual maturity, which
differs from expected maturity.
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Upto1month 1to3 months 3to 12 months 1to 5 years More than 5 Total

31 Dec 2024 years
Non-derivative financial liabilities 32,933 27,567 626,481 1,232,614 781,908 2,701,503
Financial liabilities measured at amortised cost 5,892 24,972 494,654 1,219,024 726,603 2,471,145
Deposits from banks and central banks 41 75 347 17,186 0 17,649
Loans from banks and central banks 0 13,597 37,038 134,671 95,688 280,994
Loans from non-bank customers 1,364 5,572 102,232 826,993 351,586 1,287,747
Debt securities 0 5,642 354,966 239,933 279,200 879,741
Other financial liabilities 4,487 86 71 241 129 5,014
Off-balance-sheet liabilities 27,041 2,595 131,827 13,590, 55,305 230,358
Other off-balance-sheet liabilities 27,041 2,595 84,481 13,590 13,313 141,020
Guarantees 0 0 47,346 0 41,992 89,338
Upto 1 month 1to3 months 3to 12 months 1to 5 years More than 5 Total

31 Dec 2023 years
Non-derivative financial liabilities 55,867 56,743 144,656 1,776,800 709,485 2,743,551
Financial liabilities measured at amortised cost 31,250 53,344 140,862 1,664,416 639,886 2,529,758
Deposits from banks and central banks 26,131 69 318 2,266 10,212 38,996
Loans from banks and central banks 0 41,091 57,189 135,029 95,305 328,614
Loans from non-bank customers 1,458 6,237 32,294 953,368 382,953 1,376,310
Debt securities 0 5,642 51,023 573,506 151,284 781,455
Other financial liabilities 3,661 305 38 247 132 4,383
Off-balance-sheet liabilities 24,617 3,399 3,794 112,384 69,599 213,793
Other off-balance-sheet liabilities 24,617 3,399 3,794 60,085 17,691 109,586
Guarantees 0 0 0 52,299 51,908 104,207
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3.3 Interest rate risk

Interest rate risk is the risk of loss in the event of sudden and
unexpected changes in market interest rates, and is the result

of maturity mismatches between interest-sensitive assets and
liabilities, which can have an adverse impact on net interest
income (NII) and the economic value of equity (EVE). Exposure to
interest rate risk derives primarily from interest-sensitive assets with
different maturities and a different repricing dynamic compared
with interest-sensitive liabilities (income aspect). Another element
of interest rate risk is the sensitivity of the fair value of assets,
liabilities and off-balance-sheet items to changes in interest rates
(economic aspect).

The Bank identifies, measures, manages, controls and monitors
interest rate risk in accordance with its policy for the management
of interest rate risk and credit spread risk. This policy defines the
methods and assumptions for identifying, assessing and measuring
interest rate risk, interest rate scenarios for assessing interest-

rate sensitivity, and the limits within which the Bank manages
interest rate risk in the banking book. The policy also defines the
responsibilities of individual organisational units in the area of
interest rate risk management, and procedures in the event that
internally set limits are exceeded. The Bank’s management body
reviews and adopts the policy for the management of interest rate
risk and credit spread risk at least once a year. The methodologies
used, including assumptions, are defined in detail in a bylaw in the
form of the methodological notes to the policy for the management
of interest rate risk and credit spread risk. The internal methodology
for assessing interest rate risk in the banking book is approved by the
asset-liability and risk management committee.

The level of interest rate risk is restricted by the determination of
the interest rate risk appetite, the establishment of a limit system,
and the determination of internal capital requirements.

The Bank has put in place an internal limit system for restricting
interest rate risk. The limits set are more stringent than the legal
and regulatory limits, with regard to the maximum allowed loss in
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EVE and the maximum allowed decline in NII. The regulatory limits
stipulate that a potential loss in the economic value of equity in
any of the six prescribed shifts in the curve of market interest rates
(supervisory stress scenarios) may not exceed 15% of Common
Equity Tier 1 capital, while the potential decline in NIl under the
scenario of a parallel shift in the curve of +/- 200 basis points may
not exceed 5% of Common Equity Tier 1 capital.

Measurement of exposure to interest rate risk in the banking book

SID Bank takes into account interest-sensitive assets, liabilities and
off-balance-sheet items when assessing exposure to interest rate
risk. The assessment is based on interest rate gap analysis and
analysis of the interest sensitivity of the economic value of equity
(EVE measure) and net interest income (NIl measure).

The interest rate gap analysis illustrates the difference between the
cash flows of interest-sensitive assets, liabilities and off-balance-
sheet items by time bucket, applying the principle of classifying
interest-sensitive items with a fixed interest rate according to residual
maturity, and items with a variable interest rate with regard to the
first interest rate repricing or maturity date, whichever occurs first.
When assessing exposure to interest rate risk, the Bank also takes
into account off-balance-sheet items that it includes and classifies by
time bucket in accordance with its internal methodology.

Due to its low exposure in foreign currencies, the Bank does not
conduct sensitivity analysis for individual currencies; instead interest-
sensitive items in foreign currencies are added to items in euros.
The proportion of interest-sensitive assets accounted for by assets

in foreign currencies was less than 1% as at 31 December 2024. The
Bank does not have interest-sensitive liabilities in foreign currencies.

SID Bank has put in place an internal methodology based on the
Basel standards, the EBA guidelines on the management of interest
rate risk and credit spread risk arising from the banking book, and
the regulatory technical standards in this area.

Interest rate risk in the banking book (IRRBB) is measured on the basis
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of the regular measurement of the impact of the changes in market
interest rates under the prescribed scenarios on the economic value
of equity (EVE) and net interest income (NII). SID Bank also takes
account of the option risk that derives from contractually embedded
automatic interest rate options in both measurements, and from
the possibility of early redemption of MREL-eligible debt securities
of domestic banks. The Bank conducts an annual inventory of
instruments with embedded options, and annual analysis of early
repayment of loans, but having identified immateriality it does not
make adjustments to cash flows from loans and advances granted
and received with the contractual option of early repayment. The
Bank manages the risk of early repayments of loans by means of
appropriate contractual provisions regarding the charging of fees in
the event of early loan repayment.

The Bank also includes non-performing exposures in its interest
rate risk management in accordance with expected value and the
repayment of future cash flows, applying the methodology for the
assessment of expected credit losses.

SID Bank does not accept demand deposits from customers; in
accordance with its mandate, it does not provide certain services
and products for customers (personal and savings accounts, credit
cards, etc.), and as such does not use models to classify interest-
sensitive items without a contractual maturity.

A monthly assessment of the interest sensitivity of NIl is conducted
for the period of one year under six prescribed interest rate
scenarios on the basis of the maintenance of a constant balance
sheet, where the size and composition are maintained by replacing
maturing or revalued items with new items of comparable
attributes. For the purposes of conducting internal stress testing,
at least once a year the Bank calculates the sensitivity of net
interest income for a period of three years, taking account of the
assumptions of the financial plan and a chosen scenario of market
interest rates. The choice of interest rate scenario for the purposes
of internal stress testing is approved on each occasion by the asset-
liability and risk management committee.
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Management, supervision and monitoring

The asset-liability and risk management committee conducts
regular supervision via the monthly discussion of reports on
exposure to interest rate risk and at least half-yearly discussion

of internal interest rate risk simulations, and takes measures to
manage interest rate risk on the basis of analysis for achieving the
optimal balance sheet structure from the perspective of interest
rate risk. In the event of increased exposure to interest rate risk,
the relevant department proposes measures to reduce interest
rate risk to an acceptable level inside the interest rate risk appetite,
which are discussed and approved by the asset-liability and risk
management committee. The management body discusses
exposure to interest rate risk quarterly within the framework of
the risk report. SID Bank manages exposure to interest rate risk

by matching the interest-sensitive assets and interest-sensitive
liabilities with regard to their maturity and the level and method of
setting interest rates, and through the use of derivatives to hedge
against interest rate risk.

The Bank executes transactions in interest rate derivatives for the
purpose of managing interest rate risk. If the derivatives meet the
conditions, these are dealt with by applying hedge accounting
with the aim of achieving lower volatility in profit or loss resulting
from changes to the fair value of derivatives. The Bank has internal
documents that describe the relationship between a hedged item
and the hedging instrument, the purpose of risk management, the
valuation method and the hedging strategy. The Bank conducts
regular assessments of the effectiveness of hedging relationships.

As at 31 December 2024, SID Bank held four interest rate swaps as
fair value hedges of issued bonds, with a total contractual value
of EUR 440,000 thousand. All hedging relationships were effective
according to hedge accounting rules at the end of 2024.

Sensitivity analysis

For the purposes of the regular management of interest rate risk
and the calculation of internal capital requirements for interest rate
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risk in the banking book, SID Bank performs a monthly calculation
of the impact on the economic value of equity and the impact

on net interest income as a result of sudden changes in market
interest rates under the prescribed interest rate scenarios. The Bank
thus regularly determines and reviews whether the potential loss
in EVE or decline in NIl is within internally defined limits, and within
the limits prescribed by regulations.

The Bank uses six supervisory interest rate scenarios (taking into
account the prescribed interest rate floor, which depends on
maturity). The calculation of EVE and NIl is made on the basis of the
individual position, having regard for the precise revaluation dates.

The Bank measures the sensitivity of EVE to sudden shifts in market
interest rates as the change in the net present value of instruments
sensitive to interest rate over their remaining lifetime. Measurement
is made under the assumption of a runoff balance sheet, while
shareholder equity and non-interest-sensitive items are not included
in the calculation. The Bank also excludes commercial margins and
other margin components (premium) from measurement. The
change in EVE under a specific interest rate scenario is measured
relative to the baseline interest rate scenario.

The Bank assesses the sensitivity of NIl to sudden shifts in market
interest rates for a period of one year under the assumption of a
constant balance sheet, where the total size of the balance sheet

is maintained by replacing maturing items with new items that
have comparable attributes with regard to amount, type of interest
rate, repricing period and composition of margin/premium. The
premiums on new or revolving operations are determined by
taking account of the regulatory technical standards, which set

out a standardised methodology and a simplified standardised
methodology for the assessment of risks deriving from potential
changes in interest rates that impact the economic value of

equity and net interest income in activities in the banking book

of institutions, and by taking account of the specifics of SID Bank’s
operations. The change in NIl under a specific interest rate scenario
is measured relative to the baseline interest rate scenario.
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Results of sensitivity analysis

According to sensitivity analysis for the economic value of equity
based on data at the end of 2024, the Bank would suffer the
largest potential loss in the economic value of equity under the
scenario of a parallel shift in interest rates by +200 basis points, in
the amount of EUR 26,715 thousand (31 December 2023: 20,078
thousand), which is equal to 5.4% of Common Equity Tier 1 capital.
The increase in loss is primarily attributable to new purchases of
fixed-rate debt securities. In June 2024 the Bank issued a seven-
year fixed-rate bond in the amount of EUR 125 million, and
concluded an interest rate swap in the same amount as a fair value
hedge for the issued bonds. The resulting impact on EVE was thus
immaterial.

According to sensitivity analysis for net interest income based on
the data as at the end of 2024, the Bank would suffer the largest
potential decline in NIl under the scenario of a parallel shift in the
interest rate curve of -200 basis points, in the amount of EUR 3,400
thousand (31 December 2023: EUR 2,466 thousand). That change
would be reflected in the income statement. Were market interest
rates to rise by 200 basis points, SID Bank’s NIl in the income
statement would increase by EUR 1,704 thousand over one year
(31 December 2023: EUR 1,227 thousand), after applying a factor of
0.5 in accordance with the applicable EBA guidelines.

Exposure to interest rate risk

The tables on pages 218 and 219 ilustrate financial assets and
liabilities with regard to residual maturity for items with a fixed
interest rate, and with regard to the first repricing for items with a
variable interest rate. Financial assets and liabilities are disclosed
in their carrying amount, whereby debt securities measured at
fair value through other comprehensive income are taken into
account at fair value, while debt securities measured at amortised
cost are taken into account at amortised cost. Loans and advances
are disclosed in their net carrying amount. The effect of hedging
derivatives is disclosed in the amount of the face value of
concluded interest rate swaps.
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Results of sensitivity analysis

AEVE ANII

Prescribed (supervisory) interest rate scenarios 31 Dec 2024 31 Dec 2023 31 Dec 2024 31 Dec 2023
Upward parallel shift of 200 basis points (26,715) (20,078) 1,704 1,227
Downward parallel shift of 200 basis points 12,420 8,182 (3,400) (2,466)
Steeper interest rate yield curve 1,352 274 (1,445) (130)
(fall in short-term and rise in long-term interest rates)

Flatter interest rate yield curve (8,070) (5,458) 1,022 268
(rise in short-term and fall in long-term interest rates)

Rise in short-term interest rates (15,009) (10,345) 1,474 611
Fall in short-term interest rates 7,506 4,761 (2,949) (1,227)
Largest negative impact (26,715) (20,078) (3,400) (2,466)
Common Equity Tier 1 capital 493,100 467,264 493,100 467,264

Ratio of loss to equity -5.4% -4.3% -0.7% -0.5%
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Exposure to interest rate risk
Upto1month 1to3 months 3to 12 months 1to 5 years Morethan5  Total-interest Non-interest Total
years bearing-items bearing-items
31 Dec 2024
Financial assets 663,023 354,426 814,041 542,963 253,777 2,628,230 67,355 2,695,585
Cash, cash balances at central banks and demand deposits at banks 493,158 0 0 0 0 493,158 0 493,158
Non-trading financial assets mandatorily at fair value through profit 1,376 0 0 1,233 0 2,609 46,080 48,689
orloss
Financial assets measured at fair value through other 2,990 5,101 37,749 300,187 47,287 393,314 15,978 409,292
comprehensive income
Financial assets measured at amortised cost 165,499 349,325 776,292 241,543 206,490 1,739,149 5,297 1,744,446
Debt securities 0 0 0 184,864 38,614 223,478 223,478
Loans and advances to banks 21,556 43,714 105,344 950 18,289 189,853 0 189,853
Loans and advances to non-bank customers 143,943 305,611 670,948 55,729 149,587 1,325,818 0 1,325,818
Other financial assets 0 0 0 0 0 0 5,297 5,297
Financial liabilities 207,962 362,234 1,012,624 211,682 407,427 2,201,929 4,991 2,206,920
Financial liabilities measured at amortised cost 207,962 362,234 1,012,624 211,682 407,427 2,201,929 4,991 2,206,920
Loans from banks and central banks 33,968 123,367 82,200 11,762 11,499 262,796 0 262,796
Loans from non-bank customers 173,994 238,867 582,958 0 112,869 1,108,688 0 1,108,688
Debt securities 0 0 347,466 199,920 283,059 830,445 0 830,445
Other financial liabilities 0 0 0 0 0 0 4,991 4,991
Effect of hedging derivatives (175,000) (140,000) 50,000 0 265,000 0 0 0
Interest rate sensitivity gap 280,061 (147,808) (148,583) 331,281 111,350 426,301 62,364 488,665
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Upto1month 1to3 months 3to 12 months 1to 5 years Morethan5  Total-interest Non-interest Total
years bearing-items bearing-items

31 Dec 2023

Financial assets 586,301 404,478 827,559 490,292 277,548 2,586,178 72,648 2,658,826

Cash, cash balances at central banks and demand deposits at banks 323,785 0 0 0 0 323,785 0 323,785

Non-trading financial assets mandatorily at fair value through profit 1,130 0 0 846 0 1,976 53,266 55,242

orloss

Financial assets measured at fair value through other 0 1,813 35,377 294,199 75,120 406,509 15,532 422,041

comprehensive income

Financial assets measured at amortised cost 261,386 402,665 792,182 195,247 202,428 1,853,908 3,850 1,857,758
Debt securities 0 0 0 158,192 10,334 168,526 0 168,526
Loans and advances to banks 29,445 70,346 137,144 1,526 20,726 259,187 0 259,187
Loans and advances to non-bank customers 231,941 332,319 655,038 35,529 171,368 1,426,195 0 1,426,195
Other financial assets 0 0 0 0 0 0 3,850 3,850

Financial liabilities 289,389 321,443 733,786 555,769 279,672 2,180,059 4,367 2,184,426

Financial liabilities measured at amortised cost 289,389 321,443 733,786 555,769 279,672 2,180,059 4,367 2,184,426
Loans from banks and central banks 115,558 81,141 99,998 14,694 11,496 322,887 0 322,887
Loans from non-bank customers 173,831 240,302 584,073 0 116,529 1,114,735 0 1,114,735
Debt securities 0 0 49,715 541,075 151,647 742,437 0 742,437
Other financial liabilities 0 0 0 0 0 0 4,367 4,367

Effect of hedging derivatives (175,000) (125,000) (5,000) 165,000 140,000 0 (1] 0

Interest rate sensitivity gap 121,912 (41,965) 88,773 99,523 137,876 406,119 68,281 474,400




Page 218

Credit spread risk

SID Bank identifies, assesses, manages and monitors credit spread
risk in the banking book (CSRBB) in accordance with its policy for
the management of interest rate risk and credit spread risk. Regular
monitoring and supervision of the implementation of the policy
are ensured on the asset-liability and risk management committee
via the discussion of monthly reports. Exposure to credit spread
risk is discussed by the management body on a quarterly basis
within the framework of the risk report.

The methodology, including assumptions for the assessment

of CSRBB, is defined in detail in a bylaw in the form of the
methodological notes to the policy for the management of interest
rate risk and credit spread risk. The internal assessment methodology
is approved by the asset-liability and risk management committee.

The Bank regularly measures exposure to CSRBB for:

o the portfolio of debt securities measured at fair value through
other comprehensive income,

« the portfolio of debt securities measured at amortised cost,
by which the Bank assesses and monitors unrealised losses for
the potential extreme case of sale before final maturity,

o issued debt securities.

The Bank has defined two internal CSRBB scenarios, one for an
increase in the credit spread, and one for a decrease. The impact
on the economic value of equity (EVE) and the impact on net
interest income (NII) from the change in credit spreads relative to
the baseline scenario are measured for each CSRBB scenario.

The level of credit spread risk for the portfolio of debt securities
measured at fair value through other comprehensive income

is limited by SID Bank through the definition of the CSRBB risk
appetite and an internal capital requirement.

The potential loss in EVE under the scenario of a rise in credit
spreads according to the data for the end of 2024 amounted
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to EUR 6,090 thousand for the portfolio of debt securities
measured at fair value through other comprehensive income
(31 December 2023: EUR 9,365 thousand) and EUR 10,605
thousand for the portfolio of debt securities measured at
amortised cost (31 December 2023: EUR 10,084 thousand). The
decline in NIl under the scenario of the fall in credit spreads is
measured at EUR 173 thousand for the portfolio of debt securities
measured at fair value through other comprehensive income and
EUR 137 thousand for the portfolio of debt securities measured at
amortised cost. The impacts are estimated in accordance with the
internal methodology for measuring credit spread risk.

Exposure to credit spread risk from the debt securities portfolio is
mainly managed by the Bank via its investment policy and a limit
system, which ensures that the portfolio is of the requisite quality
and properly diversified. The Bank mainly invests in debt securities
of investment-grade issuers from the EU.

3.4 Currency risk

Currency risk is the risk of a loss arising from unfavourable changes
in foreign exchange rates.

SID Bank identifies, measures, manages and monitors currency

risk in accordance with the currency risk management policy.

The management body discusses and adopts the currency risk
management policy at least once a year. The implementation of
the policy is monitored and supervised by the asset-liability and
risk management committee. The management body discusses
exposure to currency risk quarterly within the framework of the risk
report.

When taking up and managing currency risk, SID Bank takes into
account the adopted currency risk appetite. The currency risk
management process includes the setting of internal limits to
restrict the overall net open position in foreign currencies, and the
regular measurement, monitoring and reporting of exposure to
currency risk.
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The Bank manages exposure to currency risk chiefly by matching
asset and liability positions in foreign currencies, and as necessary
by trading in derivatives in major foreign currencies.

In the management of currency risk, SID Bank determines the
potential loss that would arise as a result of a change in exchange
rates based on the net open foreign exchange position, which

is the difference between the sums of all assets and liabilities in
foreign currencies.

The transactions executed by SID Bank in foreign currencies are
not materially significant, and they do not entail material exposure
to currency risk. The overall net open position in foreign currencies
was low during and at the end of 2024 (less than 0.1% of regulatory
capital), which is evident from the analysis of currency sensitivity,
and also from the table of exposure to currency risk.
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Currency sensitivity analysis

Sensitivity analysis for currency risk as at 31 December
2024 shows that the Bank would suffer a loss of around
EUR 8 thousand should the value of all currencies

Change in fo- 31 Dec 2024 31 Dec 2023
reign currency
exchange rate,

(other than the euro) fall by 20% against the euro. %
All currencies other than the euro 5% -2.2 -1.0
All currencies other than the euro 10% -4.2 -2.0
All currencies other than the euro 20% -7.7 -3.6
US dollar 5% -34 -0.8
US dollar 10% -6.6 -1.6

US dollar 20% -12.1 2.9
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SID Bank

Exposure to currency risk for on-balance-sheet and off-balance-sheet financial instruments

The table illustrates SID Bank's exposure to currency risk,
and includes on-balance-sheet and off-balance-sheet
financial instruments by carrying amount and currency.
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Euro US dollar Other Total
31 Dec 2024 currencies
Financial assets 2,710,540 73 5 2,710,618
Cash, cash balances at central banks and demand deposits at banks 493,080 73 5 493,158
Non-trading financial assets mandatorily at fair value through profit 48,689 0 0 48,689
orloss
Financial assets measured at fair value through other 409,292 0 0 409,292
comprehensive income
Financial assets measured at amortised cost 1,744,446 0 0 1,744,446
Debt securities 223,478 0 0 223,478
Loans and advances to banks 189,853 0 0 189,853
Loans and advances to non-bank customers 1,325,818 0 0 1,325,818
Other financial assets 5,297 0 0 5,297
Derivatives — hedge accounting 15,033 0 0 15,033
Financial liabilities 2,212,957 1 31 2,212,989
Financial liabilities measured at amortised cost 2,206,888 1 31 2,206,920
Loans from banks and central banks 262,796 0 0 262,796
Loans from non-bank customers 1,108,688 0 1,108,688
Debt securities 830,445 0 830,445
Other financial liabilities 4,959 1 31 4,991
Derivatives — hedge accounting 6,069 0 0 6,069
Net on-balance-sheet position 497,583 72 (26) 497,629
Off-balance-sheet liabilities (net amount) 230,221 (1] 0 230,221
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Exposure to currency risk for on-balance-sheet and off-balance-sheet financial instruments

Euro US dollar Other Total
31 Dec 2023 currencies
Financial assets 2,668,664 17 5 2,668,686
Cash, cash balances at central banks and demand deposits at banks 323,763 17 5 323,785
Non-trading financial assets mandatorily at fair value through profit 55,242 0 0 55,242
orloss
Financial assets measured at fair value through other 422,041 0 0 422,041
comprehensive income
Financial assets measured at amortised cost 1,857,758 0 0 1,857,758
Debt securities 168,526 0 0 168,526
Loans and advances to banks 259,187 0 0 259,187
Loans and advances to non-bank customers 1,426,195 0 0 1,426,195
Other financial assets 3,850 0 0 3,850
Derivatives — hedge accounting 9,860 0 0 9,860
Financial liabilities 2,196,719 1 0 2,196,720
Financial liabilities measured at amortised cost 2,184,425 1 0 2,184,426
Loans from banks and central banks 322,887 0 0 322,887
Loans from non-bank customers 1,114,735 0 0 1,114,735
Debt securities 742,437 0 0 742,437
Other financial liabilities 4,366 1 0 4,367
Derivatives — hedge accounting 12,294 0 0 12,294
Net on-balance-sheet position 471,945 16 5 471,966

Off-balance-sheet liabilities (net amount) 213,350 0 0 213,350
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3.5 Operational risk

Operational risk arises as a result of inadequate or failed internal
processes, people and systems, or from external factors that do
not arise from credit risk, market risk or liquidity risk. Operational
risk also includes IT risks, legal risks and risks associated with
compliance and model risk. One element of legal risk is compliance
risk, which is the risk of legal or regulatory sanctions, significant
financial losses or a loss of reputation as a result of the Bank’s
operations failing to comply with the main regulations and
standards of good practice.

Operational risk depends on internal organisation, control of business
processes, and the approaches to and performance of internal
controls, which are reviewed by the internal and external audit
functions during their processes, etc. Operational risk factors include
human resources, business processes, information technology and
other infrastructure, organisational arrangements and external events.

The Bank takes up operational risk within its adopted risk appetite,
and allocates internal capital for operational risk in accordance with
the ICAAP. The management of operational risk is based on the
system of internal controls put in place, the system of decision-
making and powers, proper deputisation during absences, the right
training for personnel carried out on a regular basis, and investment
in information technology. The Bank continually endeavours to
improve the culture of awareness on the part of senior management
and other employees of the importance of effective operational

risk management, which is present in all activities and operational
processes. The Bank upgrades operational risk management on an
annual basis, in particular from an internal point of view (internal
procedures, processes, the provision of suitable information support,
monitoring and other regulatory requirements).

The Bank manages model risk and has adopted a rulebook on
model risk management. The framework is defined in a way
that clearly identifies the essential features of model risk and its
management through identification, measurement, monitoring/
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reporting and control. The model risk management framework has
clearly defined components for managing this risk, and a catalogue
of models created. As part of its model risk management, the

Bank also upgraded the methodology for validating estimates of
credit risk parameters, thereby strengthening the accuracy and
robustness of the assessment of credit risk and reducing operational
risk in connection with the use of models. Under the model risk
management framework, the Bank has put in place a past and future
plan of model evaluations within the catalogue of models.

The Bank is aware of the risk of fraud, money laundering/terrorist
financing and cyber threats, and has thus also strengthened the
management of these subcategories of operational risk.

Operational risk management includes the recording of
identified loss events from all sub-types of operational risk in
the software database, and the analysis and resolution thereof
with the aim of effectively identifying, assessing and managing
operational risks. Control of registered loss events is carried out
by the risk management department, which reports regularly
to the management board and the supervisory board. The
report on operational risk is an integral part of the risk report,
which is also submitted to the Bank of Slovenia. If an event
involving significant losses occurs, SID Bank is obliged to notify
the supervisory board and Bank of Slovenia immediately, and to
submit all relevant documentation.

In accordance with Article 324 of the CRR, SID Bank has defined the
following categories of loss events:

e internal fraud;

o external fraud;

« employment practices and workplace safety;
o clients, products and business practices;

o damage to physical assets;

o business disruption and system failures; and

o execution, delivery and process management.
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In terms of the category of loss events in accordance with the Basel
standards, the most common loss events in 2024 were execution,
delivery and process management (55% of all loss events), followed
by business disruption and system failures (22%), damage to
physical assets (13%), external fraud (8%), and clients, products and
business practices (2%).

There were no significant loss events in 2024. The cumulative
loss from operational loss events amounts to less than EUR 13
thousand in 2024.

The Bank uses the basic indicator approach for calculating capital
requirements for operational risk in accordance with the CRR.

SID Bank assesses operational risk annually by developing a risk
profile for the Bank and assessing the risk matrix based on the
methodology for assessing exposure to operational risk. This
governs the assessment of operational risk, the breakdown of
operational risk into subcategories, the ownership of individual
subcategories of operational risk, and the procedures and timing
of the annual assessment of operational risks. SID Bank has put in
place a catalogue of operational risks that includes risk scenarios
broken down by individual operational risk subcategory, and a
catalogue of internal controls that includes a list of the internal
controls used to mitigate risk. The Bank upgraded the two
catalogues in 2024.

By conducting internal audits, the internal audit department
ensures the independent and impartial assessment of internal
governance arrangements, including risk management systems
and processes, and internal controls. In order to improve
operations and add value, internal audits are carried out in all areas,
business activities, processes and functions of SID Bank in line with
the risk profile and the annual internal audit work plan.

Systemic risks associated with information technology, which are
increasing as the level of computerisation increases, are managed
through additional measures such as the business continuity
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plan, duplication of critical infrastructure and other measures to
increase information security (advanced systems to prevent and
detect hacking, proactive threat hunting, vulnerability scanning,
security systems and incident-management operating processes,
security checks, staff training, etc.). The Bank strengthened and
upgraded these measures in 2024. Responsibility for implementing
the business continuity plan is assigned to groups of employees
formed in advance (emergencies group, operational security
group, first aid and rescue group and asset remediation group).
The members of these groups also participate in the processes
of amending the business continuity plan. The Bank updated the
business continuity plan in 2024, and also tested it in full.

Inside the risk and asset-liability management department, SID
Bank has put in place an information security function in the area
of operational risk and information security, which monitors and
controls information security procedures to prevent unauthorised
access to information in storage, being processed or being
transferred, and to prevent changes to information. One of

the duties of this function is to manage security incidents and
potential security incidents. The information security function
draws up quarterly reports for the management board on the
state of information security at the Bank, and heads a security
information team that handles specific security issues and policies.

In the event of a cyber incident that constitutes an unwanted or
unexpected information security event or a series of such events
that could harm operations and threaten information security,
employees who detect or suspect that a cyber incident has
occurred must immediately notify the information security function,
which assumes responsibility for handling the incident and for any
reporting to the Bank of Slovenia.

In the second half of 2024 SID Bank worked intensively to introduce
Regulation (EU) 2022/2554 of the European Parliament and of the
Council of 14 December 2022 on digital operational resilience

for the financial sector (DORA), which begins to be applied on 17
January 2025.
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In managing operational risk, SID Bank takes account of the
outsourcing policy and the instructions for implementing that
policy, the purpose of which is to create a framework for the
selection, establishment, implementation and monitoring of
contractual relationships with external contractors, to prevent
inconsistencies, inequalities, ambiguities and imbalanced risk
management when outsourcing, and thus potential negative
conseqguences on the operations of SID Bank, and to ensure an
adequate level of professionalism of outsourced services at SID
Bank, to monitor the implementation of those services and to
manage the risks arising from outsourcing. The risk management
department conducts a half-yearly assessment of external
contractors, drafts an annual review of the management of
external contractors, compiles an annual report and proposes
measures. After receiving the management board's approval, the
supervisory board is briefed on the report, which is then forwarded
to the Bank of Slovenia.

SID Bank manages outsourcing risks in accordance with the
Guidelines on outsourcing arrangements (EBA/GL/2019/02), and
has adopted bylaws and a standardised process for outsourcing
and subsequent risk monitoring and assessment. The Bank also has
a register of external contractors and standard questionnaires in
place that assist employees in the analysis of outsourced functions
and the assessment of risks of external contractors.

As Slovenia’s central financial institution in the area of promotion and
development, SID Bank is moving into new areas of operation in line
with its mission. In line with the gradual introduction of new products,
and the complexity of its products and processes, SID Bank dedicates
the appropriate amount of attention to operational risk.

To manage risks arising from new product launches, the Bank
has adopted an internal rulebook that sets out the rules for
launching new products, and the powers and responsibilities of
organisational units in the process of launching new products,
including an emphasis on conducting a comprehensive and
impartial risk assessment. All material risks identified during the
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development or implementation of a new product in connection
with the planned launch of a new product must be processed in
a timely and thorough manner in the risk management process

in accordance with the bylaws governing the management of
individual risks, which means, inter alia, that measures are adopted
by the Bank’s competent bodies to manage the identified risks.

SID Bank monitors the risk of identified external and internal fraud
in the context of operational risk via a loss event database, while
that risk is managed in detail by the compliance department.

SID Bank has zero tolerance for suspected fraud. This does not
mean that fraud cannot occur at SID Bank. SID Bank is committed
to protecting its integrity and reputation in relation to fraud,
including by minimising the risk of fraud and unethical behaviour.
Furthermore, it does not tolerate any form of fraud, and has a zero
tolerance policy in place for identified suspicions of fraud. This
means that SID Bank responds to all identified suspicions of fraud,
regardless of the identity of the whistleblower or of the alleged
perpetrator. SID Bank adheres in full to the relevant international
standards and EU laws, and regularly follows the development of
best practices relating to the prevention of money laundering,
the combating of terrorism, tax fraud, tax evasion and tax
arrangements aimed at avoiding tax payments. The management
board and supervisory board of SID Bank have a zero-tolerance
policy in place for all forms of fraud and for all identified suspicions
of fraud, which they clearly communicate to SID Bank employees
(i.e. the tone from the top).

When assessing its exposure to fraud risk, the Bank assumes that
fraud is the intent to commit an act for the purpose of acquiring an
unlawful benefit for oneself or a third party.

Measures to prevent fraud are divided into short-term measures,
which primarily include internal controls/procedures, and long-
term measures that the Bank achieves primarily by strengthening
the organisational culture.
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3.6 Capital management

SID Bank must have adequate capital at its disposal at all times as a
reserve against the various risks to which it is exposed in its operations.
This is the continuous process of determining and maintaining a
sufficient amount of high-quality capital, taking into account the
taken-up risks defined in the capital management policy. Fulfilment of
the capital requirements and of the requirements relating to buffers
and the leverage ratio is based on the CRR and the ZBan-3.

Capital risk relates to the inadequate composition of capital with
regard to the scope and type of operations or to the difficulties
that the Bank faces in obtaining fresh capital, particularly in the
event of the need for a rapid increase or in the event of adverse
conditions in the business environment.

The role and responsibilities of the supervisory board in the
management of capital risk and capital are to assess the adequacy
of the capital risk and capital management policy, and to assess
the implementation of that policy. The management board is
responsible for adopting an adequate capital management policy,
ensuring an adequate amount and quality of capital, and meeting
the capital requirements.

SID Bank meets capital requirements on an individual basis, as it
has no need to meet prudential consolidation requirements.

Capital for capital adequacy purposes

Capital is divided into three categories with regard to its attributes
and requirements: Common Equity Tier 1 (CETT1), Additional Tier
1(T1) and Tier 2 (T2). SID Bank’s capital is comprised solely of the
highest quality Common Equity Tier 1 capital. The Bank does not
hold any Additional Tier 1 capital or Tier 2 capital.

The Bank calculates capital requirements for credit risk and
counterparty credit risk using the standardised approach, in
accordance with the provisions of Part Three, Title Il, Chapter 2 of
the CRR. The ratings for individual exposure classes are not used
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to calculate the risk-weighted exposures amounts for credit risk;
instead the risk weights for individual exposure classes are assigned
with respect to risk level of the customer’s country. In order to
determine the credit quality step of a central government (Article
114 of the CRR), the Bank uses its own rating as a nominated export
credit agency, as set out in Article 137 of the CRR.

The Bank uses the basic indicator approach for calculating capital
requirements for operational risk (Articles 315 and 316 of the CRR).

The capital requirement for credit valuation adjustment (CVA) risk is
calculated using the standardised method, as set out in Article 384
of the CRR.

SID Bank does not hold any positions in the trading book, and
therefore does not calculate capital requirements for market risk for
that purpose. In the scope of market risk, SID Bank only calculates
capital requirements for currency risk in accordance with Articles
351 to 354 of the CRR. Those requirements are calculated when

the sum of the overall net foreign exchange position exceeds 2%
of the total capital for capital adequacy purposes. As at the end of
2024, SID Bank was not required to formulate capital requirements
for currency risk, as the limit was not exceeded.

The net profit for the financial year, which amounted to EUR 9,027
thousand in 2024, was not taken into account in the calculation of
capital for capital adequacy purposes as at 31 December 2024.

Capital requirements

During its regular supervisory review and evaluation process (SREP),
the Bank of Slovenia assessed the risks to which SID Bank is exposed,
and found that the capital adequacy risk at the Bank was low. As

at 31 December 2024, SID Bank exceeded the Bank of Slovenia
requirements regarding the level of capital ratios, including the Pillar
2 Guidance (P2G), which derives from the findings of supervisory
stress tests and must be comprised solely of Common Equity Tier 1
capital. The total capital ratio and the Common Equity Tier 1 capital
ratio stood at 30.70% as at 31 December 2024.
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In accordance with the ZBan-3 and European banking legislation,
the Bank of Slovenia has set requirements regarding the
maintenance of capital buffers for the purpose of preventing or
mitigating macroprudential and systemic risks. The capital buffers
represent an additional requirement in determining the required
level of capital, as banks must use their highest-quality capital
(CETT) to meet not only the Pillar 1 and Pillar 2 requirements under
the Basel Accord, but also the capital buffer requirements.

SID Bank's overall capital requirement (OCR) stood at 13.50% at
the end of 2024. Within the overall capital requirement, the total
SREP capital requirement amounted to 10.25%, broken down
into 8.00% under Pillar 1 and 2.25% under Pillar 2. There was no
change in the Pillar 2 requirement compared with the previous
year. The total buffer requirement stood at 3.25%, comprising

a capital conservation buffer of 2.50%, an O-SII buffer of 0.25%,
and a countercyclical capital buffer of 0.50%. In addition to the
above requirements, the Pillar 2 guidance (P2G) stood at 1.75% of
Common Equity Tier 1 capital.

The countercyclical capital buffer is implemented to protect

the banking system against potential losses whenever these are
related to an increase in risks in the system as a result of excessive
growth in lending. The instrument increases the resilience of the
banking system, and prevents excessive growth in lending. The
buffer rate may range from 0% to 2.5% of the total risk exposure
amount (@and may exceptionally be higher), and depends on the
level of risk in the system. The buffer rate for exposures in Slovenia
stood at 0.50% as at 31 December 2024. The institution-specific
countercyclical capital buffer rate comprises the weighted average
of countercyclical buffer rates that apply in countries in which the
relevant credit exposures of SID Bank are located.

As of 1 January 2025 SID Bank has a higher overall capital
requirement in the amount of 14.25%. The countercyclical capital
buffer rate for exposures in Slovenia is rising by 0.5 percentage
points, while the O-SII buffer rate is rising by 0.25 percentage points.
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risk exposure and capital adequacy ratios
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Reconciliation of items of Common Equity Tier 1 capital with the statement of financial position,
31 Dec 2024 31 Dec 2023
Total equity 506,251 484,679
Total adjustments to Common Equity Tier 1 capital (13,151) (17,415)
Of which:
Net profit for financial year and retained earnings (9,027) (15,638)
Intangible assets (2,312) (1,203)
Adjustments for assets and liabilities at fair value (479) (499)
Deduction for insufficient coverage of non-performing exposures (34) 0
Deduction for specific credit risk adjustments (1,299) (75)
Common Equity Tier 1 capital (CET1) 493,100 467,264
Additional Tier 1 capital (AT1) 0 0
Tier 1 capital (T1) 493,100 467,264
Tier 2 capital (T2) 0 0
Capital for capital adequacy purposes 493,100 467,264
Risk-weighted exposure amounts for credit risk and counterparty credit risk 1,496,905 1,615,245
Central governments and central banks 22,242 30,794
Regional governments or local authorities 26,723 28,786
Public sector entities 3,553 4,625
Multilateral development banks 4,000 4,000
Institutions 79,459 86,627
Corporates 1,201,120 1,275,224
Exposures in default 45,358 68,662
Regulatory high-risk exposures 75 0
Collective investment undertakings (ClUs) 85,022 95,493
Equity instruments 23,840 15,532
Other items 5,513 5,502
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31 Dec 2024 31 Dec 2023
Exposure to market risk 0 0
Exposure to operational risk 72,972 64,771
Exposure to credit valuation adjustment risk 36,540 29,746
Total risk exposure amount (RWA) 1,606,417 1,709,762
Surplus of Common Equity Tier 1 capital (CETT) 420,811 390,325
Surplus of Tier 1 capital (T1) 396,715 364,678
Total capital surplus 364,587 330,483
Common Equity Tier 1 capital ratio (CET1) 30.70% 27.33%
Tier 1 capital ratio (T1) 30.70% 27.33%
Total capital ratio 30.70% 27.33%
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Breakdown of capital requirements by type of risk and structure

Capital requirements for credit risk
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31 Dec 2024 Breakdown, % 31 Dec 2023 Breakdown, %
Capital requirements
For credit risk 119,752 93.2 129,220 94.5
For operational risk 5,838 4.5 5182 3.8
For credit valuation adjustment risk 2,923 2.3 2,380 1.7
Total 128,513 100.0 136,781 100.0
31 Dec 2024 31 Dec 2023
Exposure class
Central governments and central banks 1,779 2,464
Regional governments or local authorities 2,138 2,303
Public sector entities 284 370
Multilateral development banks 320 320
Institutions 6,356 6,930
Corporates 96,090 102,018
Exposures in default 3,629 5,493
Regulatory high-risk exposures 6 0
Collective investment undertakings (CIUs) 6,802 7,639
Equity exposures 1,907 1,243
Other items 441 440
Total 119,752 129,220
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Leverage ratio

SID Bank regularly monitors developments in the leverage
ratio on its asset-liability and risk management committee, and
within the framework of the selected risk appetite indicators.

The leverage ratio stood at 16.88% as at 31 December 2024 (end
of 2023: 16.28%), well above the regulatory requirement. In light
of the structure of the statement of financial position and the
level of the leverage ratio, the Bank’s assessment is that the risk
of excessive leverage is low.

Assessment of internal capital requirement

The risk profile, which is the result of the processes of
identification, definition of materiality and measurement of risks,
represents a collection of the risks that are material to SID Bank
and that the Bank takes up or will take up in the framework of its
operations, and is quantified by the capital requirement.

The risk profile serves as the basis for the comprehensive risk
management process, the planning of internal audit procedures,
compliance and direct supervision by the Bank of Slovenia.

The outcomes of the determination of the risk profile before
the end of 2024 do not deviate materially from the profile in the
previous year. Of the identified risks, the Bank treats credit risk
as the most material risk that it faces.

In line with its business strategy SID Bank is or will be exposed
to the following material risks: credit risk, market risks in the
banking book (excluding IRRBB), interest rate risk in the banking
book (IRRBB), liquidity risk, operational risk, and business/
strategic risk.

There were six material sub-types of risk within credit risk in
2024: default risk, concentration risk, country risk, downgrade
risk, participation risk and residual credit risk. Four sub-types
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will be material in 2025: default risk, concentration risk, country
risk and participation risk. The metrics used to measure each
sub-type of credit risk comprise the Internal Ratings-Based
Approach (IRB), the Herfindahl-Hirschman index as a measure of
sectoral concentration, and the Monte Carlo simulation of the
IRB to measure individual concentration.

The following sub-types of market risk in the banking book
were assessed as material by the Bank in 2024:

o interest rate risk in the banking book (IRRBB);
o interest rate risk and credit spread risk of debt securities
measured at fair value through other comprehensive income.

The Bank measures interest rate risk in the banking book
(IRRBB) and credit spread risk in the banking book (CSRBB) in
accordance with its adopted internal methodology, which is
based on the EBA guidelines on the management of interest
rate risk and credit spread risk arising from the banking book.
More detailed disclosures are given in section 3.3 Interest rate
risk. In 2025 the Bank will separately monitor market risks in the
banking book (excluding IRRBB), within which it will monitor, as
material risk sub-types, CSRBB, the risk of de facto hidden losses
in the portfolio of debt securities measured at amortised cost,
and equity revaluation risk, and separately monitor interest rate
risk in the banking book (IRRBB), within which it will monitor,

as material risk sub-types, alongside the metrics of EVE, NIl and
aggregate EVE and NIl for the entire banking book, EVE for the
portfolio of debt securities measured at fair value through other
comprehensive income.

The Bank addressed 12 material risk sub-types under
operational risks in 2024: internal fraud risk, external fraud risk,
ICT risk, cyber risk, ML/TF risks, legal risk, model risk, compliance
risk, outsourcing risk, HR risk, residual operational risk and
reputation risk. In 2025 it will monitor seven material risk sub-
types: internal fraud; external fraud; employment practices

and workplace safety; clients, products and business practices;
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damage to physical assets; business disruption and system
failures; and execution, delivery and process management.
The metric for measuring operational risk is the Pillar 1 capital
requirement for operational risks.

Within business/strategic risk, the Bank treated two sub-types
of risk as material in 2024: strategic risk, which is addressed
through management-level process control, and profitability
risk. The metric for profitability risk is the historical value-at-risk
of interest/non-interest income and costs. In addition the Bank
will also monitor the risk of an external factor (the regulatory
environment) as a material sub-type in 2025. The Bank
measures this risk as the effect of the new arrangements under
capital regulations (CRR3), which envisages a gradual increase
in certain capital requirements. The metric measures the
difference between current estimates of capital requirements
and the requirements under the full arrangements.

The overall assessment of internal capital requirements also
includes an assessment from an integrated stress test if the
assessment in question is higher than the capital requirement.
The Bank also incorporated ESG risk factors into the integrated
stress test. On a quarterly basis SID Bank calculates the internal
capital requirements, and verifies whether the level of capital
is adequate. The results are then discussed by the asset-
liability and risk management committee, and by SID Bank’s
management body within the framework of the risk report.
The management body approves the results of the Bank's risk
profile and the internal capital adequacy assessment process at
least once a year.
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3.7 Fair value of financial assets and liabilities
Fair value of financial assets and liabilities

Fair value is the price that would be received when selling an
asset or paid when transferring a liability in a standard transaction
between market participants on the measurement date under
current market terms, regardless of whether the price can be
directly observed or estimated using another valuation technique.

The fair value of financial assets and financial liabilities traded on
an active market is based on published market prices. SID Bank
determines fair value for all other financial instruments using other
valuation techniques.

An active market is a market on which frequent transactions are
executed in assets or liabilities, and public information on prices is
thus provided on a regular basis.

SID Bank measures fair value using a fair value hierarchy that
reflects the significance of the input data.

o Level 1:Level 1 inputs are quoted prices on active markets for
identical assets or liabilities to which SID Bank has access as at
the measurement date. Level 1 includes holdings of financial
instruments to which an official price applies within the
framewaork of the trading system of Ljubljana Stock Exchange,
or the price of an official market maker, and financial
instruments valued at the price that would be received when
selling the financial instrument in a transaction with third
partes.

o lLevel 2:Level 2 inputs are inputs other than the quoted prices
included in Level 1 that are observable for an asset or liability,
either directly (prices) or indirectly (derived from prices).

Level 2 includes financial instruments valued through the
use of quoted prices for similar assets and liabilities on active
markets, quoted prices for equivalent or similar assets and
liabilities on inactive markets, or inputs other than quoted
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prices that can be observed as assets or liabilities, e.g. interest
rates and yield curves. Level 2 also includes investments in
bonds that are valued on the basis of the Bloomberg Generic
Price (BGN), as this price is identical to the interbank or OTC
market price. While the BGN is not a direct price that SID Bank
could use to sell securities on the valuation date, its use does
ensure impartiality in valuation. The price is a reflection of
the actual transactions on the market and is an appropriate
indicator of the prices that could be achieved through the
sale of the security on the market. The prices of vendors do
not deviate from the applied price to a materially significant
extent. Level 2 also includes hedging derivatives, including
interest rate swaps. Market interest rates and yield curves are
taken into consideration when valuing derivatives. SID Bank
does not have any loans and advances at Level 2 measured at
fair value.

o Level 3:In this category SID Bank includes financial
instruments for which fair value is calculated using an internal
fair value methodology that mainly uses unobservable inputs.
Unobservable inputs are inputs for which market data is
not available, and are developed using the best available
information on the assumptions that market participants
would use when pricing the asset or liability. The fair value
of loans and advances mandatorily at fair value that are
classed as performing exposures is determined on the basis
of contractual cash flows, discounted by a curve composited
from the risk-free interest rate curve and a spread for credit
risk and liquidity risk. The fair value of loans and advances
measured at fair value that are classed as non-performing
exposures is calculated on the basis of two repayment
scenarios. The first scenario represents the estimated
repayments from the entity’s cash flows, while the second
consists of estimated repayments from collateral. A standard
interest rate at recognition is used to discount the estimated
repayments. The total estimated value of future cash flows is a
weighted average of estimated repayments from the entity’s
cash flows and estimated repayments from collateral. The
Bank also classes equities not listed on functioning markets
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and alternative investment funds as Level 3. Alternative
investment funds are valued by fund managers in the form
of the unit price, or the net asset value, which represents

the best approximation of fair value. Valuation is made on
the basis of material non-public information about holdings
in funds. The Bank does not conduct its own valuation

of holdings in alternative investment funds, as it has very
limited access to and insight into the input data used by fund
managers. Sensitivity analysis was also not conducted for
these assets.
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Fair value hierarchy of financial instruments measured at fair value

The table discloses financial instruments
measured at fair value as at the reporting date
with regard to level of classification in the fair
value hierarchy.
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31 Dec 2024 Level 1 Level 2 Level 3 Total
Non-trading financial assets mandatorily at fair value through profit or loss 0 0 48,689 48,689
Equity instruments 0 0 1,068 1,068
Alternative investment funds 0 0 45,012 45,012
Loans and advances 0 0 2,609 2,609
Financial assets measured at fair value through other comprehensive income 30,568 378,724 0 409,292
Debt instruments 14,590 378,724 0 393,314
Equity instruments 15,978 0 0 15,978
Derivatives — hedge accounting 0 15,033 0 15,033
Total financial assets measured at fair value 30,568 393,757 48,689 473,014
Derivatives — hedge accounting 0 6,069 0 6,069
Total financial liabilities measured at fair value 0 6,069 0 6,069
31 Dec 2023 Level 1 Level 2 Level 3 Total
Non-trading financial assets mandatorily at fair value through profit or loss 0 0 55,242 55,242
Equity instruments 0 0 4,930 4,930
Alternative investment funds 0 0 48,336 48,336
Loans and advances 0 0 1,976 1,976
Financial assets measured at fair value through other comprehensive income 20,796 401,245 0 422,041
Debt instruments 5,264 401,245 0 406,509
Equity instruments 15,532 0 0 15,532
Derivatives — hedge accounting 0 9,860 0 9,860
Total financial assets measured at fair value 20,796 411,105 55,242 487,143
Derivatives — hedge accounting 0 12,294 0 12,294
Total financial liabilities measured at fair value 0 12,294 0 12,294
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Level 3: changes in non-trading financial assets mandatorily at fair value through profit or loss

Sensitivity analysis was conducted for non-trading
financial assets mandatorily at fair value through
profit or loss that are classified as Level 3.

If the unit price used to calculate the fair value of
the equity instruments rises by 100 basis points, the
cumulative valuation result as at 31 December 2024
increases by EUR 11 thousand (31 December 2023:
EUR 49 thousand). If the unit price used to calculate
the fair value of the equity instruments falls by 100
basis points, the cumulative valuation result as at
31 December 2024 decreases by EUR 11 thousand
(31 December 2023: EUR 49 thousand).

If the credit spread used to calculate the fair value of
the loans and advances increases by 100 basis points,
the cumulative valuation result as at 31 December 2024
decreases by EUR 77 thousand (31 December 2023: EUR
76 thousand). If the credit spread used to calculate the
fair value decreases by 100 basis points, the cumulative
valuation result as at 31 December 2024 increases by

EUR 80 thousand (31 December 2023: EUR 79 thousand).

Annual report 2024

Page 231

2024 2023
Equity instruments
Balance as at 1 Jan 4,930 3,810
Recognition of new financial assets 40 57
Derecognition of financial assets (2,591) 0
Net changes in fair value (1,311) 1,063
Balance as at 31 Dec 1,068 4,930

2024 2023
Alternative investment funds
Balance as at 1 Jan 48,336 33,836
Recognition of new financial assets 4,260 10,725
Derecognition of financial assets (10,708) 0
Net changes in fair value 3,124 3,775
Balance as at 31 Dec 45,012 48,336

2024 2023
Loans and advances
Balance as at 1 Jan 1,976 1,336
Accrued interest, fees and commission 56 60
Repayments (136) (445)
Net changes in fair value 713 1,142
Write-offs 0 (17)
Balance as at 31 Dec 2,609 1,976
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Financial instruments not measured at fair value

The table discloses the estimated fair values of

financial instruments not measured at fair value. The
disclosed fair values are calculated solely for reporting
purposes, and do not affect the Bank's statement of

financial position, or profit or loss.

Financial assets are disclosed at fair value as at the
reporting date with regard to level of classification in

the fair value hierarchy.
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Level 1 Level 2 Level 3 Fair value Carrying
31 Dec 2024 amount
Balances at central banks and demand deposits 493,158 0 0 493,158 493,158
at banks
Financial assets measured at amortised cost 0 419,456 1,297,770 1.717,226 1,744,446
Debt securities 0 229,037 5,858 234,895 223,478
Loans and advances to banks 0 185,268 0 185,268 189,853
Loans and advances to non-bank customers 0 0 1,291,840 1,291,840 1,325,818
Other financial assets 0 5,151 72 5,223 5,297
Total financial assets 493,158 419,456 1,297,770 2,210,384 2,237,604
Financial liabilities measured at amortised 0 267,884 1,924,729 2,192,613 2,206,920
cost
Deposits from banks and central banks 0 15,711 0 15,711 15,711
Loans from banks and central banks 0 247,182 0 247,182 247,085
Loans from non-bank customers 0 0 1,108,731 1,108,731 1,108,688
Debt securities 0 0 815,998 815,998 830,445
Other financial liabilities 0 4,991 0 4,991 4,991
Total financial liabilities 0 267,884 1,924,729 2,192,613 2,206,920
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Level 1 Level 2 Level 3 Fair value Carrying
31 Dec 2023 amount
Balances at central banks and demand deposits 323,785 0 0 323,785 323,785
at banks
Financial assets measured at amortised cost 0 418,241 1,354,599 1,772,840 1,857,758
Debt securities 0 173,861 0 173,861 168,526
Loans and advances to banks 0 240,682 0 240,682 259,187
Loans and advances to non-bank customers 0 0 1,354,486 1,354,486 1,426,195
Other financial assets 0 3,698 13 3,811 3,850
Total financial assets 323,785 418,241 1,354,599 2,096,625 2,181,543
Financial liabilities measured at amortised 0 327,442 1,816,435 2,143,877 2,184,426
cost
Deposits from banks and central banks 0 36,779 0 36,779 36,779
Loans from banks and central banks 0 286,296 0 286,296 286,108
Loans from non-bank customers 0 0 1,114,789 1,114,789 1,114,735
Debt securities 0 0 701,646 701,646 742,437
Other financial liabilities 0 4,367 0 4,367 4,367
Total financial liabilities 0 327,442 1,816,435 2,143,877 2,184,426
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4 Management body's concise statement on SID Bank's approach to the

realisation of risk appetite

In accordance with Article 435(1)(f) of Regulation (EU) No

575/2013 of the European Parliament and of the Council on
prudential requirements for credit institutions and investment
firms (hereinafter: the CRR), the second paragraph of Article 17

of the Regulation on internal governance arrangements, the
management body and the internal capital adequacy assessment
process for banks and savings banks, and Article 2 of Commission
Implementing Regulation 2021/637, the management body hereby
issues the following concise statement on risk management: The
concise statement represents the qualitative part of the willingness
to take up risks, which is complemented by a quantitative part, and
is drawn up by the Bank in the form of indicators. The indicators
relate to the Bank's capital and liquidity. The willingness to take up
risks reflects the existing culture, principles and strategy of SID Bank
in connection with risk management.

SID Bank is a specialist promotional, export and development bank
that is authorised to provide long-term financial services designed
to complement financial markets in various areas defined by the
Slovene Export and Development Bank Act (ZSIRB) as important
for promoting the competitiveness of the Slovenian economy and
for the country’s sustainable development. SID Bank's essential
activities involve complementing the range of products and
services of commercial banks and the elimination of market gaps
that arise when the range of financial and insurance services is
insufficient to meet market demand, in particular with respect

to SMEs, development, environmental protection, the circular
economy, infrastructure and energy projects, and the promotion
of the internationalisation of companies, as well as cyclical gaps
following changes to the ZSIRB.

The overall risk level and the levels and types of individual material
risks are subject to comprehensive identification at least once a
year in the process of drawing up the Bank's risk profile, which is
approved by its management body. At least once a year, during
the internal capital adequacy assessment process (ICAAP), the
management body approves the assessment of internal capital
requirements and the capital available to cover losses in the event
of the realisation of the risks taken up.

The Bank defines its risk-bearing capacity as the largest overall
risk level that it is able to take up, taking into account its available
capital, liquidity and other restrictions (risk management and
control measures, stress test results, and other restrictions). The
Bank defines risk-bearing capacity as the higher of the economic
and normative perspectives, with the ICAAP representing the
economic perspective and the SREP the normative perspective.

The assessed risk-bearing capacity is taken into account when

the business strategy, business objectives and risk appetite are
being defined. The risk profile of SID Bank is presented in the risk
management section of the financial report, in the subsection
entitled Capital management. The management body also
approves the internal liquidity adequacy assessment process
(ILAAP) at least once a year, in which the Bank carries out a
comprehensive assessment of the systems put in place for the
management of liquidity risk, including an assessment of liquidity
risk in connection with the Bank’s risk profile and business strategy.

The management body defines the risk appetite taking into account
its risk-bearing capacity at least once a year, within the framework
of the process of adopting the annual operational plan, and thus

ensures that the risk appetite has been aligned to any changes in
the business model and in the current business strategy. The Bank
defines the risk appetite as the sum of the ICAAP profile, the effect
of the change in the business plan, and the buffers. The buffers
generally represent the effects of stress testing.

Within its risk management the Bank has put in place a stress testing
framework, which is part of its advanced determination of risks and
vulnerabilities. The stress testing framework includes all material types
of risk, and those in the area of ESG.

The risk appetite framework takes into account all material risks
identified in the risk management process, and is reflected in the risk
appetite thresholds approved by the management body, including
threshold values set with regard to the Bank's planned activities, and
also the limits set in the policies for the take-up and management

of individual risks and other bylaws of SID Bank. For risk appetite
thresholds that have regulatory values prescribed, SID Bank has set the
same or stricter target values; taking into account the early warning
thresholds, it always has stricter thresholds in place. In accordance with
the disclosures under the CRR, the selected risk appetite thresholds for
SID Bank are presented below. The key financial data and performance
indicators of SID Bank are disclosed in the introductory section of

the annual report, in the section entitled Key data and performance
indicators. The following values were realised at the end of 2024 for
the selected first-level risk appetite thresholds:

o total capital ratio (TCR): 30.70% (threshold: 16.56%);

o leverage ratio (LR): 16.9% (threshold: 13.3%);

« liquidity coverage ratio (LCR): 4,181% (threshold: 144%);

o netstable funding ratio (NSFR): 160.8% (threshold: 108%).
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The scope of risk take-up is complemented by the set of internal
policies for the management of individual types of risk, via which
SID Bank transfers (escalates) limits regarding risk appetite into
operational restrictions for the appropriate direction of the business.
Risk management policies and internal rulebooks set out the limits
for the management of credit risk, market risk in the banking book
and liquidity risk, including the procedures for dealing with limit
breaches and notification of the management board.

The risk appetite framework is monitored and discussed by SID
Bank’s management body on a quarterly basis.

The Bank managed all the identified material risks within its
adopted risk appetite framework in 2024.

In terms of limiting exposure to credit risk, in operations of all
types account is first taken of the regulatory limits set out in the
applicable banking legislation concerning exposure to individual
customers and groups of connected clients. In addition the
take-up of credit risk is limited by SID Bank's articles of association,
the thresholds of the risk appetite at various levels of granularity
in the credit portfolio, and the internal limits on exposure to
credit risk. To manage the credit risk inherent in investments for
managing the Bank’s liquidity, bylaws set limits on exposures to
individual persons, and in case the persons comprise a group

of connected clients also a limit on the group and a limit on

the individual persons. In managing these investments, SID

Bank pursues a policy of investing its surplus liquidity in high-
quality liquid financial instruments. Credit risk in investments for
managing the Bank’s liquidity is managed by limiting exposures
with regard to credit rating, registered office, type of issuer and
type of instrument, where in order to limit environmental risks,
purchases of securities of issuers whose core business is in the
fossil fuels sector are prohibited. The limits for credit operations are
not predetermined or general; instead creditworthiness is defined
during the handling of the individual operation with regard to a
calculation of the customer’s borrowing capacity. The powers to
approve transactions are set out in the bylaws and the articles
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of association of SID Bank with regard to investment value and
current exposure. Bylaws also set out the approach to identifying
and measuring concentration risks for the total portfolio. In
addition, internal loan approval procedures and the placement of
a limit on total exposure ensure that all leveraged operations are
adequately controlled, and comply with the Bank’s risk appetite
framework. Within the framework of its credit risk management
SID Bank regularly monitors the financial position of debtors

and reviews the accuracy of their assignment to ratings, creates
allowances and provisions for credit losses, reviews the fulfilment
of financial and other contractual commitments, and assesses
the eligibility and level of collateral. The early warning system for
increased credit risk (EWS), where debtors are classified into various
credit risk levels on the basis of internally defined quantitative
and qualitative indicators and trigger levels, gives the Bank early
warning of increased credit risk and allows it to act promptly to
reduce the risk of the debtor defaulting. The Bank is continually
improving and upgrading the EWS. In 2024 it introduced additional
quantitative and qualitative indicators for identifying debtors’
potential difficulties in debt repayment, optimised the process for
taking action after identifying increased credit risk, and improved
the information support.

The quality of the credit portfolio improved in general in

2024, except in the segment where the Bank is exposed to

the steel and automotive industries. Debtor upgrades and the
new macroeconomic scenarios had a favourable impact on

the level of expected credit losses. There was nevertheless an
increase in aggregate allowances and provisions for credit losses
relative to 2023 as a result of the deterioration in the economic
situation in the steel and automotive industries and the resulting
reclassification of exposures to Stage 2. The proportion of classified
claims and other financial assets accounted for by non-performing
loans and other non-performing financial assets was down and
stood at 4.3% at the end of 2024 (end of 2023: 5%). Coverage of
non-performing exposures stood at 49.6% at the end of 2024, up
7.1 percentage points on the end of 2023.
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SID Bank will continue its high-quality credit risk management in
2025, and in accordance with best banking practice will upgrade
its credit risk assessment tools and its early warning system for
increased credit risk.

Quantitative limits are also set for the management of market risk
in the banking book. Limits on the decline in net interest income
and the loss in the economic value of equity are set for interest rate
risk in the banking book. The limits are significantly more stringent
than those prescribed by banking regulations. The Bank regularly
measures and monitors interest rate risk and credit spread risk for
debt securities in the banking book, where it has a separate risk
appetite defined with regard to the aforementioned risks for the
portfolio of debt securities measured at fair value through other
comprehensive income. Indicators/limits for changes in market
prices are set for the management of changes in the market value of
the portfolio of debt securities in the banking book. A limit on net
exposure in all foreign currencies relative to the Bank's capital is set
for currency risk.

The liquidity risk management framework includes the regular
implementation of the ILAAP, and the limit system put in place

to manage liquidity risk, where the limits are more stringent than
those prescribed by regulations. The management body annually
reviews and approves the outcomes of the ILAAP, which cover

an assessment of liquidity needs and an assessment of available
liquidity within the framework of ordinary operations, and in
adverse situations. The Bank's liquidity position is verified on a
regular basis by decision-making bodies through the monitoring
of various indicators, including in relation to the achievement

of planned targets. The Bank regularly plans and monitors cash
flows, reviews its liquidity position and adequacy, while also taking
account of the internally defined liquidity stress test scenarios,
which also incorporate ESG risk factors. The Bank has also drawn
up a liquidity risk management plan for emergency liquidity
situations, has put in place an early warning system for potential
adverse developments on the financial markets, and has put in place
regular implementation of liquidity simulations in connection with
the financial plan for future periods under a baseline scenario and
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adverse scenario. The regular assessment of funding adequacy is
also reviewed during the preparation of the financial plan, which
is approved for the next three financial years by the management
body each year. Debt securities account for a significant share of
the liquidity buffer. When investing in them the Bank upholds the
principles of security and prudence, while taking account of the
market liquidity and credit quality of the selected instruments,
which is reflected in the high share of liquid debt securities eligible
as collateral at the central bank. Monitoring the portfolio of debt
securities from the perspective of ESG risk factors ensures that the
Bank complies with sustainability targets.

The Bank's liquidity position remained strong in 2024, which was
reflected in the key liquidity indicators, which were well above
their regulatory requirements and inside the range set out by

the risk appetite. The ILAAP was assessed as adequate. The Bank
maintained an adequate level, quality and structure of liquid
assets in 2024 for covering its expected and unexpected liquidity
outflows, and for ensuring business continuity and an adequate
liquidity position under the baseline scenario and during a liquidity
emergency. In the event of the realisation of the most severe
adverse combined scenario, the Bank would survive for more than
12 months under these circumstances. In its management of liquid
assets in 2025 the Bank will pursue a conservative and prudent
investment strategy, and will manage funding risk through new
long-term borrowing, which will provide adequate funding for the
execution of its mandates.

Environmental, social and governance (ESG) risks are included

in the comprehensive risk management framework, where they
constitute one of the risk factors that are being integrated into
existing types of risk. SID Bank also takes account of ESG risk
factors within the credit risk appetite framework, where it has set
flexible limits for total exposure to the highest-risk customers.
Above a certain exposure amount, it also conducts its assessment
of ESG risk factors at the borrower level. For its monitoring of
environmental and climate-related performance indicators, SID
Bank has also defined a strategic indicator that measures the
average ESG score of new loans, which may not underperform the
average ESG score on exposures from the previous year.

SID Bank

In 2024 the Bank continued its implementation and upgrade of risk
management requirements in the area of ESG, and implemented
the incorporation of internal ESG scores into its internal credit
ratings. The Bank defined its functions in the area of sustainability
and ESG (Catalogue of sustainability functions and process

tasks), defined the custodians of these functions and processes,
and amended its organisational rulebook while having regard

for the proper allocation of roles between departments in their
implementation. The organisational structure was thus adjusted to
fit the management of ESG risk factors, while taking account of the
risk profile and the concept of three lines of defence.

The Bank manages risks that are difficult to measure, such as certain
subcategories of operational risk, i.e. compliance risk, cyber risk,
business continuity risk, the risk of money laundering and terrorist
financing and other unethical business practices, through qualitative
risk management measures and internal control mechanisms. SID
Bank’s appetite to take up risks that are difficult to measure is low.

In taking up such risks, the Bank focuses on minimising their impact
on its performance. The management of these risks is primarily
undertaken through set internal rules, ICT systems to prevent

and identify cyber incidents, controls over the implementation

of the Bank’s organisational, operational and work procedures,

and additional monitoring by independent functions and internal
control departments. The Bank quantifies the risks that are difficult
to measure when compiling its risk profile, with the exception of
strategjic risk.

As a development bank in accordance with the Slovene Export and
Development Bank Act (ZSIRB), SID Bank is required to fully comply
with the law governing banking, with the exception of parts that are
explicitly excluded. This relates to specific features in the assessment
of large exposures, capital requirements, the establishment of bank
branches, with regard to the obligation to draw up a recovery plan
and the application of provisions on covered deposits, as SID Bank

is not allowed to accept deposits from the public, except through

a public offering of debt securities where SID Bank is the issuer.
Additional restrictions on operations are set out in the ZSIRB and the
rules governing state aid that apply in the EU, which require SID Bank
to provide financial services only in segments where market gaps
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appear or are identified, and prohibit it from competing with other
commercial banks. Furthermore, the purpose of SID Bank’s funding
must comply with the purposes defined by the law. SID Bank is not
allowed to finance firms that are classed as firms in difficulty. The
Bank and its management body take into account these and other
prescribed requirements in the adoption and implementation of its
business objectives, strategies and policies.

Ljubljana, 26 March 2025

Management Board of SID Bank Supervisory Board

Stanka Sarc Majdi¢
Member
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Janez Tomsic
Chair

(P

Borut Jamnik
President
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Operations on behalf of and for the Contingency reserves
account of the Republic of Slovenia 31 Dec 2024 31 Dec 2023
As an authorised institution, on behalf of and for the account feses
of the Republic of Slovenia, SID Bank insures against those Customer funds in current accounts 296 147
commercial and non-commercial risks that, in light of their Financial assets measured at fair value through other comprehensive income 177,795 171,268
naturg énd risk level, the pr|v§te. remsurange sector is generally Equity investrents 2,820 2820
not willing to take up or has limited capacity to take up.
Other assets 91 307
A special contingency reserve was created in 2023 on Total assets 181,002 174,542
the basis of the Decree on the insurance of international Liabilities
economic operations in Ukraine for the purpose of Confingency reserves 180,365 177519
providing insurance for operations in Ukraine. SID Bank ingency v ! !
manages the special contingency reserve for Ukraine as an Accumulated other comprehensive income (2,278) (6,108)
authorised institution. Other financial liabilities 4 4
Other liabilities 2,911 3,127
Operations on behalf of and for the account of the Republic —
of Slovenia are not included in the financial statements j[esallliabilitics EEL002 a2
of SID Bank. They are recorded in separate items, as Memorandum account for brokerage 580,110 529,914

determined by the Bank of Slovenia for the administration of
these operations.

The memorandum account for insurance brokerage on
behalf of and for the account of the Republic of Slovenia
represents the exposure from valid insurance policies and
commitments.
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Special contingency reserves for Ukraine

31 Dec 2024 31 Dec 2023
Assets
Customer funds in current accounts 95 128
Financial assets measured at fair value through other comprehensive income 10,198 9,692
Total assets 10,293 9,820
Liabilities
Contingency reserves 10,284 9,821
Accumulated other comprehensive income 9 (1)
Total liabilities 10,293 9,820
Memorandum account for brokerage 13,880 4,845
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Operations on its own behalf
and for the account of the
Republic of Slovenia

The METS (previously the MEDT) and SID Bank

signed a financing agreement in November 2017,
under which the first SID Bank fund of funds was
created (FI 2014-2020 Fund of Funds). That fund is
intended for the use of European cohesion funds. The
METS appointed SID Bank as the manager of the Fl
2014-2020 Fund of Funds.

To mitigate the consequences of the economic
crisis due to the Covid-19 pandemic, the Covid-19
Fund of Funds was established in collaboration
with the METS in 2020.

SID Bank manages the fund on its own behalf and for
the account of the Republic of Slovenia.

The operations of the funds that SID Bank manages on
its own behalf and for the account of the Republic of
Slovenia are not included in the financial statements of
SID Bank, but are instead recorded in separate items.

FI 2014-2020 Fund of Funds

The purpose of the FI 2014-2020 Fund of Funds is the
promotion and financing of energy efficiency projects,
the development of urban municipalities, sustainable
economic growth and development, investments in
innovation, and current operations, through debt and
equity financing.
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31 Dec 2024 31 Dec 2023
Assets
Balances at the central bank 791 1,380
Non-trading financial assets mandatorily at fair value through profit or loss 181,834 186,970
Other assets 13 26
Total assets 182,638 188,376
Liabilities
Financial liabilities 182,638 188,362
Loans from non-bank customers 207,394 211,087
Revaluation of loans from non-bank customers (25,874) (22,733)
Other financial liabilities 1,118 8
Other liabilities 0 14
Total liabilities 182,638 188,376
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COVID-19 Fund of Funds

The Covid-19 Fund of Funds is intended for the financing
of investments, research, development, innovations

and working capital in order to improve liquidity and
facilitate the recovery of the economy, which suffered
damage as a result of the Covid-19 pandemic.
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31 Dec 2024 31 Dec 2023
Assets
Balances at the central bank 16 103
Non-trading financial assets mandatorily at fair value through profit or loss 48,275 49,001
Other assets 7 15
Total assets 48,298 49,119
Liabilities
Financial liabilities 48,298 49,110
Loans from non-bank customers 60,267 61,578
Revaluation of loans from non-bank customers (12,552) (12,468)
Other financial liabilities 583 0
Other liabilities 0 9
Total liabilities 48,298 49,119
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List of abbrevations

and terms

SID Bank
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AJPES Agency of the Republic of Slovenia for Public Legal Records and Related Services
ALM Asset and Liability Management
AML/CFT Anti-money laundering and countering the financing of terrorism
ASF Available stable funding
CET1 Common Equity Tier 1 Capital
CMSR Centre for International Cooperation and Development
Commission Commission Implementing Regulation (EU) No 2021/637 of 15 March 2021 laying down implementing technical

Implementing

standards with regard to public disclosures by institutions of the information referred to in Titles Il and Il of Part

Regulation (EU) Eight of Regulation (EU) No 575/2013 of the European Parliament and of the Council and repealing Commission
2021/637 Implementing Regulation (EU) No 1423/2013, Commission Delegated Regulation (EU) 2015/1555, Commission
Implementing Regulation (EU) 2016/200 and Commission Delegated Regulation (EU) 2017/2295
CPRS Climate policy relevant sectors
CRO Chief Risk Officer
CRR Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements
for credit institutions and investment firms and amending Regulation (EU) No 648/2012 (with amendments)
CSRBB Credit Spread Risk in the Banking Book
CSRD Corporate Sustainability Reporting Directive
CVA Credit Valuation Adjustment
EAD Exposure at Default
EBA European Banking Authority
ECB European Central Bank
ECL Expected credit losses
ECP EU Cohesion Policy
EGF European Guarantee Fund
EIF European Investment Fund
ESG Environmental, social and governance factors
ESMA European Securities and Markets Authority
ESRS European Sustainability Reporting Standards
EU European Union
EVE Economic value of equity
EWS Early Warning System
FARS Financial Administration of the Republic of Slovenia
FDI Foreign Direct Investment
GDP Gross Domestic Product
HQLA High-quality liquid assets
HR Human Resources
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IAS International Accounting Standards SREP Supervisory Review and Evaluation Process
IASB International Accounting Standards Board SSH Slovenian Sovereign Holding
ICAAP Internal Capital Adequacy Assessment Process ZBan-3 Banking Act
ICT Information and Communication Technologies ZDLGPE Act on Additional Liquidity to the Economy to Mitigate the Effects of the COVID-19
IFRS International Financial Reporting Standards as adopted by the EU Epidemic
ILAAP Internal Liquidity Adequacy Assessment Process ZGD-1 Companies Act
IMF International Monetary Fund ZIUZEOP Act on Intervention Measures to Mitigate the Effects of the COVID-19 Epidemic on
InvestEU EU investment programme to promote growth of Europe’s economy. Combines a Citizens and the Economy
number of EU financial instrument that are currently available to support investments, ZORZFS Act on Reconstruction, Development and the Provision of Financial Resources
innovations and job creation in Europe. ZPIZ-2 Pension and Disability Insurance Act
IRRBB Interest Rate Risk in the Banking Book ZSIRB Slovene Export and Development Bank Act
IT Information technology ZSJSM Housing Guarantee Scheme for Young People Act
LCR Liquidity Coverage Ratio ZZFMGP Insurance and Financing of International Commercial Transactions Act
LGD Loss Given Default
MEDT Ministry of Economic Development and Technology
METS The Ministry of the Economy, Tourism and Sports
ML/TF Money Laundering/Financing of Terrorism
Mol Ministry of Infrastructure
MREL Minimum Requirement for own funds and eligible liabilities
MSP9 Programme for financing SMEs
NIl Net interest income
NPL Non-performing loan
NSFR Net Stable Funding Ratio
OCR Overall capital requirement
O-Sli Other Systematically Important Institutions
P2G Pillar 2 guidance
PD Probability of Default
POCI Purchased or Originated Credit-Impaired Assets
RDI Research, development and innovation
RSF Required stable funding
RWA Risk-weighted assets
SEGIP Slovenian Equity Growth Investment Programme
SIOK Slovenian organisational climate
SMEs Small and Medium Sized Enterprises
SPPI Solely Payments of Principal and Interest
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