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About this report

CORE & MORE APPROACH

We report according to the 'core & more' principle. Our
core Integrated Annual Review contains a concise
summary of our most important financial and social
results for the past year. It sets out how we dealt with
opportunities and risks in 2021 and how we created
value for our customers, society, our employees and
our shareholder. Would you like more background
information on certain subjects? You will find it in one
of our 'more' reports, such as our Annual Report 2021.
Other 'more' reports are:

+ Pillar 3 Report 2021 containing the mandatory
reporting on capital requirements and risk
management ensuing from the European Capital
Requirements Regulation (CRR)

+ ESG Report 2021 which includes more information
on 'Environmental, Social and Governance' aspects.

« Principles for Responsible Banking explaining the
progress made with the implementation of the
sustainability principles (SDGS).

The Integrated Annual Review is available in Dutch and
English. The other publications are in English only.

ANNUAL REPORT 2021
This Annual Report is one of our 'more' reports and
provides information on the bank's financial and non-
financial performance in compliance with regulatory
requirements. This 2021 Annual Report consists of:
+ The Report of the Board of Directors, comprising:
- Key figures
- Strategy and progress
- Governance (excluding 2.2 Report of the
Supervisory Board)
- Risk management
+ The Report of the Supervisory Board
+ Financial statements
+ Other information and Additional information
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The financial information in the financial statements
has been prepared in accordance with the
International Financial Reporting Standards (IFRS) as
adopted by the European Union (EU IFRS).

Moreover, the financial information meets the
requirements as set out in Title 9, Book 2 of the Dutch
Civil Code.

Capital metrics and risk positions for 2021 and
comparative figures for 2020 are reported under the
Basel Il framework (CRD IV/CRR). Information on Pillar
3 (part of the CRR) can be found in a separate report
on the website of de Volksbank .

The currency we reportin is in euros (€).

Adjusted measures

We supplement our IFRS figures with non-IFRS
measures used by management internally that
constitute alternative performance measures under
European Securities and Markets Authority (ESMA)
guidance and non-GAAP financial measures. Further
explanation may be found in Section 1.11
Reconciliation of alternative performance measures.

Disclaimer

This document is the PDF/printed version of the

2021 Annual Report of de Volksbank and has been
prepared for ease of use. This is not the official

2021 Annual Report, including the audited financial
statements thereto pursuant to article 361 of Book

2 of the Dutch Civil Code. The official 2021 Annual
Report was made publicly available pursuant to section
5:25c¢ of the Dutch Financial Supervision Act (Wet op
het financieel toezicht), and was filed with Netherlands
Authority for the Financial Markets in European

single electronic reporting format (the ESEF package).
The ESEF package is available on the website of

de Volksbank https://www.devolksbank.nl/en/investor-
relations/annual-review-2021. In any case of
discrepancies between this PDF/printed version and
the ESEF package, the latter prevails.
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Company profile

De Volksbank aims to meet the specific financial needs of its customers in a
people-oriented, efficient and sustainable manner. Our mission is ‘banking
with a human touch’. We achieve it by creating value for all our stakeholders:
our customers, society, our employees and our shareholder. We aim for
optimum total value rather than maximisation of a single value. Together with
our brands we strive for a strong customer relationship and increasing our

social impact.

2P SNS

SNS contributes to a country in

which every Dutch citizen is financially
secure, allowing them to live pleasantly
and comfortably.

RegioBank

RegioBank is committed to

maintain the quality of life in Dutch
communities by taking on the role of
community builder and contributing to
social and economic vitality.

-3 MORTGAGES

€ 48.2bn

market share 6.1%

1.78m

B3 CURRENT ACCOUNT CUSTOMERS

market share of new

asn?; bank

ASN Bank seeks to make sustainability
accessible to all Dutch people,
enabling them to use their money to
do the right thing for people, animals
and nature all over the country.

4%
»®4 BLGWONeN
L N 4

BLG Wonen enables a society in
which people can live contentedly
in @ manner that suits their wishes
and financial situation. Now and in
the future.

% SAVINGS

€ 45.6bn

market share 11.3%

current accounts 20%



De Volksbank is the

fourth largest retail bank
operating in the Dutch
market, with more than

3 million customers. We
offer simple and transparent
mortgage, savings and
payment products to private
individuals, self-employed
persons and smaller
companies. We also offer
insurance and investment
products.

&=

EMPLOYEES

3,961
FTE of which
3,178 internal

QR

CUSTOMERS

> 3.46m

|2 ASSETS UNDER MANAGEMENT

€ 4.75bn
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SNS Shops

1,653,000

customers
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RegioBank
459

branch offices

732,000

customers
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Utrecht
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> 3,000

independent
advisers

247,000

customers
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Key figures

Residential
mortgages
(in € billions)

47.3 48.1 47.7 481
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CET 1 ratio
35.5%
32.6%31.29%
22.7%
> 9 N N
N N P g
S S
Loan-to-Value
residential
mortgages
70% 67%
61%
53%
> 9 N N
N N Y% v
S S S

Balance Sheet

in € millions

Balance sheet total

Loans and advances to
customers

- of which residential mortgages
Amounts due to customers

- of which savings

Debt certificates
Shareholders' equity

Capital and funding

in € millions

CET 1 capital
Risk-weighted assets (RWA)

RATIOS

CET 1 ratio

Tier 1 ratio

Total capital ratio
Leverage ratio
Loan-to-deposit ratio’

2021
72,081

50,727
48,091
58,128
45,646
7,402
3,486

2020
67,484

50,542
47,697
53,652
42,111
6,119
3,450

2021

3,182
13,993

22.7%
22.7%
26.3%
5.1%
86%

Credit quality of residential mortgages

Weigthed average indexed Loan-to-Value

Stage 3 ratio
Stage 3 coverage ratio
Loans in arrears (%)

Market shares

New current accounts
Retail savings

Mortgage portfolio (in €)
New mortgages (in #)

Other key figures

Number of SNS Shops
Number of independent
advisers RegioBank

2021
208

459

2020

3,223
10,331

31.2%
31.2%
36.1%
5.2%
92%

2021 2020
53% 61%
1.1% 1.2%
3.2% 6.4%
0.7% 1.2%
2021 2020
20% 17%
11.3% 10.8%
6.1% 6.2%
5.8% 5.0%

2020

205

483

2019
62,841

50,461
48,090
49,045
38,404
6,906
3,435

2019

3,155
9,680

32.6%
32.6%
37.8%
5.1%
102%

2019

67%
1.1%
8.0%
1.0%

2019

20%
10.6%
6.4%
6.1%

2019
203

517

2018
60,948

50,536
47,262
48,217
37,376
5,822
3,571

2018

3,313
9,341

35.5%
35.5%
37.1%
5.5%
106%

2018

70%
1.2%
8.4%
1.1%

2018

23%
10.6%
6.5%
7.2%

2018
202

515

2017
60,892

49,459
45,934
47,062
36,756
4,920
3,714

2017

3,339
9,781

34.1%
34.1%
35.7%
5.5%
107%

2017

74%
1.6%
15.9%
1.4%

2017

20%
10.7%
6.5%
6.8%

2017
197

528

1 For the measurement methodology of these KPIs reference is made to the section Reconciliation of alternative performance measures in this Annual Report.
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Profit and loss account Total income
in € millions 2021 2020 2019 2018 2017 (in €millions)
Net interest income 775 850 875 908 924
Net fee and commission income 39 46 51 44 49 958 929 0923
Other income 13 27 3 6 55 827
Total income 827 923 929 958 1,028
Operating expenses excluding regulatory
levies 588 602 533 562 560
Regulatory levies 79 50 41 47 43
Total operating expenses 667 652 574 609 603 Q'\Q’ Q'\o’ 619 Q’l:\
Impairment of charges financial assets (58) 38 (7) (12) (24) v v v v
Total expenses 609 690 567 597 579
Result before taxation 218 233 362 361 449
Taxes 56 59 87 93 120
Net result for the period 162 174 275 268 329
- Incidental items? 17 (34) - - 13 Total operating
Adjusted net result for the period [ 145] 208 275 268 316 expenses
(in € millions)
. . . 667
Strategic objectives 609 574 052

2021 2020 2019 2018 2017
CUSTOMERS
Customer weighted average NPS? 6 2 0 -1 -3
Active multi-customers (in 1,000)* 1,015 949 899 n.a. n.a. ,\Cb ,\0) Q N

(S S 2N ¢

SOCIETY L R 2 ¢
Climate-neutral balance sheet* 55% 45% 44% 37% 27%
EMPLOYEES
Genuine attention? 7.8 7.9 7.7 n.a. n.a.
Commitment? 7.9 8.4 8 7.4 7.6
Engagement® 7.4 76 7.4 7.2 7.4 Number of
SHAREHOLDER employees
Return on Equity? 4.7% 5.1% 7.7% 7.6% 9.1% (FTEs)
Adjusted Return on Equity? 4.2% 6.1% 7.7% 7.6% 8.7%

3,797 3,648 3,819 3,961

Other performance indicators

2021 2020 2019 2018 2017
Cost/income ratio? 80.7% 70.6% 61.8% 63.6% 58.7% q/g'\(b "9\0’ r19’19 ’19’1:\
Adjusted cost/income ratio? 83.3% 65.8% 61.8% 63.6% 59.6%
Net interest margin (bps)? 1.11% 1.30% 1.37% 1.47% 1.50%
Cost of risk total loans? -0.12% 0.08% -0.01% -0.03% -0.05%

2 For the measurement methodology of these KPIs reference is made to the section Reconciliation of alternative performance measures in this Annual Report.
3 For the measurement methodology of these KPIs reference is made to the 2021 ESG Report.
4 As of 2021, the climate-neutral balance sheet is calculated using the Partnership for Carbon Accounting Financials (PCAF) methodology. The comparative figure of 2020

has been adjusted. For the measurement methodology reference is made to the 2021 ESG Report.
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Foreword of the CEO

Martijn Gribnau, Chairman of the Board of Directors of
de Volksbank

“The publication of this annual report for 2021

gives me the opportunity to reflect first of all on

the current events that affect us all. Only a few
weeks ago, at the end of February 2022, the war

in Ukraine shocked the world. The war violence and
human suffering are appalling. We cannot yet predict
the consequences for people, political relations and
the economic developments. First and foremost, our
hearts go out to the people of Ukraine and to all who
have been affected by the violence.

2021 was the second year in which the Covid-19
pandemic dominated everyday life, the way in which
we were able to interact with each other, as well as

the developments in the global economy. Following

an economic contraction in 2020, 2021 saw a

return to economic growth. However, time and again
uncertainty returned as the number of infections
rebounded and new Covid-19 variants emerged. Under
these circumstances, we succeeded in providing our
services to our customers at the level they are
accustomed to, while taking the necessary precautions.
Although our SNS shops and RegioBank branch offices
returned to business as usual as much as possible, for
many of our employees working from home remained
- and remains - the norm.

For us, February 2021 was marked by an important
event: in that month we presented our new strategy
and long-term objectives for the period 2021- 2025,
entitled ‘Better for each other - from promise to
impact’. For the bank as a whole, we have set ourselves
two major goals: firstly, in 2025 we want to be the

bank with the strongest customer relationship in the
Netherlands, and secondly, we want to be recognised
as a bank that achieves a substantial and measurable
positive impact on society.

Taking these two goals as a point of departure, we
formulated distinctive growth priorities for our four
bank brands. ASN Bank aims to accelerate growth

as a digital, sustainable bank. SNS will broaden its
target audience to include younger customers and
strengthen its business model with more fee income.
RegioBank is set to strengthen its local presence with a
broader range of propositions. BLG Wonen intends to
expand by improving its distribution reach and service.
These growth priorities are mainly aimed at increasing
our recurring fee income and relieving the pressure on
our total income that arises from the low interest rate
environment.

In order to achieve our goals and priorities, we
identified five necessary transformations: we need
to improve our digital and omnichannel dialogue,
broaden our product range and customer target
group, improve the quality of our data warehouse,
implement a more agile organisation structure
enabling a stronger customer focus and realise
efficiency gains.

To measure the progress on our strategic goals and
priorities, we have reset the long-term objectives
from our previous strategic plan ending 2020 to the
year 2025 for each of our four stakeholder groups:
customers, society, employees and the shareholder.

In 2021, we saw encouraging developments in a
number of our long-term objectives. Our customer-
weighted Net Promoter Score reached an all-time high
of 6 at the end of December and the number of active
multi-customers rose by 7% to over one million. Our
climate-neutral balance sheet stood at 55%. As from
2021, this ratio is calculated using the Partnership

for Carbon Accounting Financials (PCAF) methodology.
Based on the previous methodology, the climate
neutrality stood at 59% at year-end 2020; using

the new PCAF methodology this would have been
45%. And the most recent measurement of our KPI,
‘Genuine attention for employees' remained high at
7.8, in spite of the challenges of working in a Covid-19
environment and the uncertainty for a number of our
employees emanating from the preparations for an
agile way of working.

Our brands showed the first signs of progress

in achieving their growth priorities for the period

2021-2025:

+ Together they grew the mortgage production by
33% to € 8.1 billion. Redemptions were also higher
but, in all, our residential mortgage portfolio grew
by € 1.1 billion to € 47.4 billion;

+ SNS and RegioBank together managed to grow the
SME loan portfolio by 16% to € 841 million;

+ ASN Bank achieved healthy growth in both customer
numbers and fee income from asset management.
Assets under management grew by more than 20%




to € 4.75 billion. In the fourth quarter ASN Bank
successfully launched a new biodiversity fund;

* SNS broadened its product scope with the
introduction of simple personal loans;

+ RegioBank was again voted the most customer-
friendly bank in the Netherlands.

In contrast to the sound commercial developments,
2021 was a challenging year financially. Interest rates
remained low and in some cases negative, putting
pressure on our total income and net profit.

In 2021, total income fell by 10% to € 827 million,
mainly driven by lower interest income on mortgages.
Substantially higher prepayment charges received

and lower interest paid on savings accounts were

not able to compensate for this. Savings balances
grew considerably more than our loan portfolio and
the resulting increase in excess liquidity also put
pressure on our net interest margin and resulted in
higher regulatory levies. In many cases, de Volksbank
pays interest on liquidities deposited with financial
institutions, such as the ECB. To partly offset the
increase in excess liquidity costs, we decided to charge
0.5% interest on an annual basis on the portion

of current accounts and savings balances exceeding
€100,000 as from 1 July 2021, in line with other

Dutch banks. Fee and commission income related to
the investment funds of ASN Bank and money transfer
and payment fees saw encouraging growth. Realised
results on investments dropped to a normalised level
following an exceptionally strong 2020.

Total operating expenses rose by 2% to € 667 million.
In 2021, operating expenses included an incidental
gain of € 22 million related to a previous contribution
to the Deposit Guarantee Scheme for the insolvency of
DSB; in 2020 they included an incidental restructuring
charge of € 45 million. Adjusted for these items,
operating costs rose by 14%. Approximately one-third
of the increase was due to higher regulatory levies,
mainly related to the DGS. The other two-thirds were
due to an increase in the number of FTEs, for the
most part related to customer integrity, the Service
Centers and wage inflation. The implementation of
the strategic plan, including further digitalisation, the
roll-out of our modular IT platform, support for the
transition to an agile way of working and the new SME
proposition, also required more FTEs. The adjusted C/I
ratio rose to 83.3%, compared with 65.8% in 2020.

In 2021, defaults remained low, the economic outlook
improved and house prices continued to increase. This
led to a reversal of impairment charges of € 58 million,
in spite of an increase in the management overlay,
reflecting the higher degree of uncertainty about
economic developments in the Netherlands. In 2020,
impairment charges still amounted to € 38 million,
mirroring the risks of Covid-19 as perceived at that
time. Thus, in 2021, there was a positive swing

in impairment charges of € 96 million, which fully
compensated the decline in total income.

In spite of the reversal of impairment charges and the
high level of prepayment charges received, net profit
dropped by 7% to € 162 million, corresponding to a

de Volksbank N.V.

RoE of 4.7%. Adjusted for incidental items, net profit
fell by 30% to € 145 million.

A strong and diversified capital position remains a

key element of our strategy. To this end, in 2021

we issued € 1 billion in senior non-preferred notes
under our Green Bond Framework. Our CET1 capital
ratio showed a strong decrease from 31.2% to 22.7%
as risk-weighted assets increased, mainly due to

a temporary and voluntary add-on related to our
internal credit risk model for residential mortgages
and an ongoing supervisory review on the underlying
database infrastructure. The Basel IV fully loaded CET1
capital ratio declined from 24.2% to 22.5%, mainly
driven by an increase in RWAs for exposures to
financial institutions and corporates. The leverage ratio
stood at 5.1%, compared with 5.2% at year-end 2020.

From 15 April to 31 December 2021, John Reichardt
acted as interim CFO. | would like to thank John for his
expertise and contribution to our bank.

In 2021, the Supervisory Board saw a number of
changes. At the General Meeting of Shareholders, held
on 21 April 2021, two supervisory board members
stepped down in conformity with the rotation
schedule, Monika Milz after two terms in office, and
Sonja Barendregt-Roojers after one term. | would like
to express my appreciation and thanks to Monika and
Sonja for their contribution to our bank.

On 13 August 2021, Gerard van Olphen was appointed
as the new Chair of the Supervisory Board. Jan van
Rutte stepped down on the same day. | would like

to thank Jan for his longstanding commitment and
contribution to de Volksbank.

On 20 September 2021, Jeanine Helthuis and Petra
van Hoeken were appointed to the Supervisory Board,
which is now at full strength again.

As mentioned, 2021 was a challenging year financially.
This underscores the urgency to come up with new
initiatives so that our income becomes less sensitive
to interest rates. We also focus on cost reductions,
while making the investments necessary to improve
our IT platform. In 2022, we will press on to implement
our strategy and take the next step in the further
development of our services. We will get even closer
to our customers in order to gradually offer more
services that seamlessly match their specific needs
and life situations. We will do so both digitally and in
local communities, always keeping a human touch in
mind. Last year, we laid the groundwork for an agile
way of working and the new organisation is set to
start on 1 March. | am confident that the execution

of our strategy will enable us to grow total income and
improve operational efficiency in the coming years.”

Based on the current interest rate environment, and
assuming that 2022 will not again see a substantial
reversal of impairments, we expect the net result to be
lower than in 2021.

Finally, I would like to take this opportunity to thank
our customers for the increasingly positive response to
our services and all our employees for their continued
efforts for the benefits of all our stakeholders."
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STRATEGY 2021-2025

‘Better for each other - from promise to Impact’

How we differentiate ourselves: two pillars
:c}i

=

Strong customer relationship Social impact
Personal customer approach by De Volksbank achieves social impact
seamless and pleasant interactions and on the climate and decent living by
suitable propositions integrating these themes in its services

Four growth priorities of the brands

<P SNS asn® bank

Attracting a younger target audience Accelerate the growth of ASN Bank
and strengthening the business model as a digital, sustainable bank
with fee income

. 4%
»® 4 BLGWONEN
RegioBank L& BLGWONe
Reinforce RegioBank's local presence by Expand BLG Wonen by increasing
broadening its propositions its distribution reach and improving
its service

Five necessary movements of change

<) 2 a8 &

Digital and Relevant IT-based Customer Efficient
omni-channel range of customer focused and flexible
dialogue products, new bank
propositions
and small

businesses as
a new target
market
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1.1 Our Strategy

In February 2021, we presented our new strategy for
2021 - 2025: Better for each other - from promise

to impact. The strategy has two main pillars with
which we aim to strengthen our distinctive capability:
a strong customer relationship and increasing social
impact. This distinctive capability is reflected in our
four brands, each with its own growth priorities. To
strengthen our distinctive capability and achieving
the brands’ growth priorities, our strategy has five
necessary change movements.

Pillar 1: Strong customer relationship

De Volksbank wants to stand out from its peers as
the bank with the strongest customer relationship.
Each of our four brands have always had their

own identity with a clear, social profile. Whether

it concerns sustainability, good living, quality of life
in the neighborhood or attention to the growth of
every person. Our customers recognise the values and
standards that our brands share, allowing us to build
strong relationships with them. And we must cherish
that relationship: it is what sets us apart from other
banks.

Pillar 2: Social impact

De Volksbank is committed to achieve a substantial
and measurable positve impact on society. Each
brand focuses on a specific social theme: ASN Bank
on sustainability, BLG Wonen on decent housing,
RegioBank on quality of live in the neighbourhood
and SNS as from 2022 on attention to the growth
of every person. De Volksbank aims to create a
positive social impact across the board and reduce
the negative impact. We do this by offering socially
relevant propositions and by being a driving force,
allowing us to contribute to changes at customer and
system level.

Four growth priorities of the brands
For the 2021-2025, we have set the following growth
priorities for our brands:

+ Accelerate the growth of ASN Bank as a digital,
sustainable bank;

+ Attract a younger target audience and strengthen
SNS’s business model with fee income;

+ Reinforce RegioBank’s local presence by broadening
its propositions;

+ Expand BLG Wonen by increasing its distribution
reach and improving its service.

Five necessary movements of change

To enhance our distinctiveness and to realise our
brands’ growth priorities, our strategy features five
change movements, i.e. significant changes to our
processes and behaviour. In short, we will become
more agile and work smarter together on a flexible

IT infrastructure and offer our customers relevant
products in the way they want. The following is a brief
description of the five change movements:

+ Digital and omni-channel dialogue: we achieve a
greatly enhanced customer experience through

omni-channel dialogue and personalised access to
products and services.

+ Relevant range of products, new propositions and
small businesses as a new target market: we
deliver more value for our customers and the
bank by expanding our brands’ current product
range with existing and new propositions and
addressing the target market for small businesses.
Not just with our own products and services; we are
increasingly linking reliable partners to our banking
environment.

+ |T-based customer bank: we achieve a modular,
customer-driven IT infrastructure with more
automated IT processes.

+ Customer focused: our organisation becomes more
agile and tailored to customers' needs with the
transformation to an agile organisation.

+ Efficient and flexible: we increase our efficiency by
entering into more partnerships and increasing the
outsourcing of activities and services, as well as by
using capital and balance sheet in a more targeted
way.

1.2 How we create value

Banking with a human touch

We have a clear mission: banking with a human
touch. We achieve it by creating value for all our
stakeholders: our customers, society, our employees
and our shareholder. We aim for optimum total value
rather than maximisation of a single value.

Being a financial institution, we play an important

role in the Dutch economy and in society. We help
households to save money and build up capital.

We also help companies and households if they are
short of money, for example with a mortgage loan.

We provide (online) payment services and manage
sustainable funds in which our customers can invest.
These activities create value for our retail customers
and small businesses throughout the Netherlands, our
chain partners and society as a whole.

Moreover, being a social bank, we strive for a
sustainable and fair society. We give substance to this
by translating the Principles for Responsible Banking
(PRB) of the United Nations Environment Programme
Finance Initiative (UNEP Fl) into strategic themes such
as sustainability, decent housing, financial resilience
and quality of life. Given our shared value ambition,
we aim to create benefits for our customers, give
genuine attention to our employees, take responsibility
for society and achieve returns for our shareholder.
We realise that we can only do so if we remain a sound
and solid bank.

In the Integrated Annual Review we further explain the

value creation process. We do this by:

+ Outlining our dialogue with, and the expectations of,
our stakeholders.

+ Further explaining the material topics for our
stakeholders.

* Presenting the value creation model. This overview
provides a visual representaton of how we create
value for our stakeholders.
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+ Presenting a strengths and weaknesses analysis. our shared value ambition, which is why they are
Strengths and weaknesses influence the value directly related to our objectives (see Chapter 2.7 of
creation process as well as the opportunities and our 2021 Integrated Annual Review). More detailed
threats we face. information on the expectations of our stakeholders in

+ Presenting our new strategic plan, which builds on relation to these material topics is included in the 2021

de Volksbank mission of creating positive impact for Integrated Annual Review and in the 2021 ESG Report.
our stakeholders by banking with a human touch,

including targets for 2025 and other objectives. The table below displays the 18 material topics
+ Showing how we positively and negatively impact ranked in order of importance by our stakeholders.
the Sustainable Development Goals (SDGs). The materiality matrix, also presented below, depicts
+ Our sustainability policy affects all seventeen SDGs the results of the 2021 materiality assessment. Eight
to a greater or lesser extent. Our value creation of the material topics are deemed most material
strategy, objectives and KPIs are linked to five SDGs and therefore constitute the areas of focus in
in particular, to which we can make a long-term our disclosures. We choose to disclose detailed
contribution: information on the remaining ten topics as well. The
+ Decent work and economic growth (8) overview also includes the reference to the section of
+ Sustainable cities and communities (11) the 2021 Integrated Annual Review in which we explain
+ Climate action (13) how we address the respective material topics. The
» Life onland (15) icons can be found throughout the 2021 Integrated
+ Partnerships for the goals (17) Annual Review and indicate that a material topic is
discussed in that particular section. The eight most
Material topics material topics are made recognisable with blue icons.
Once every other year we conduct a materiality We monitor most of the material topics with indicators.
assessment to identify the most material topics for In various cases these indicators are KPIs. Some
our stakeholders. Through this survey we try to find indicators are deemed appropriate and informative for
out what they consider to be appropriate long-term internal purposes only, others are already disclosed
goals for de Volksbank. In the intermediate year, we publicly or will be disclosed publicly in due course.
validate and evaluate the accuracy of these topics and We have two indicators for environmental matters: a
our process. Material topics are specific topics that KPI for climate impact and a KPI for biodiversity and
have a h|gh impact on our stakeholders and/or on de natural resources (aIbEIt an internal KPI for the time
Volksbank. These topics are important for achieving being).
MATERIALITY MATRIX Material topics

Fair, transparent and sustainable products
Customer relationship and service

MI2) Data privacy and safety

Responsible investment and financing
Responsible financial results

Climate impact

MT8 . . .
Compliance with laws and regulations

Importance to our stakeholders ———> high

Social engagement, cooperation and entrepreneurship
[ wro | Countering cyber and financial crime
e Integrity and ethics
[ wre | Genuine attention for our employees
Responsible risk management
a s | Social impact
Digitalisation and innovation
Human rights
Corporate governance
= Diversity and inclusion
o Biodiversity and natural resources
low De Volksbank's impact ———> high
Other disclosures Our areas of focus

Other issues relevant to being a responsible business Priority issues that matter most to our business and stakeholders


https://www.devolksbank.nl/en/investor-relations/annual-review-2021
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
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Most material topics Page* Indicators
Fair, transparent and sustainable products ~ p. 32 KPI active multi-customer
Customer relationship and service p. 31 KPI Net Promoter Score

KPI CustomerRelationshipScore
(as of yet internal only)

il Data privacy and safety p. 35 Internal indicators

IYW Responsible investment and financing p. 43 KPI Climate-neutral balance sheet
KPI Biodiversity (as of yet internal only)
KPI Living wage (as of yet internal only)

Responsible financial results p. 53 Return on Equity
Dividend pay-out ratio
Climate impact p. 43 KPI Climate-neutral balance sheet
gl Compliance with laws and regulations p. 70 Internal indicators
itg Social engagement, cooperation and p. 39 Housing Access Monitor
entrepreneurship KPI: in development

Other material topics

Countering cyber and financial crime p. 36 Internal indicators

Integrity and ethics p. 68 % of employees is familiar with the code of conduct
Genuine attention for our employees p. 48 KPI Genuine attention

Responsible risk management p. 56 CET1 capital ratio and leverage ratio

Social impact p. 37 Financial Confidence Barometer

Digitalisation and innovation p. 35 Internal indicators

Human rights p. 46 KPI Living wage (as of yet internal only)

Corporate governance p. 64 No indicators

Diversity and inclusion p. 49 Equal pay (% gender pay gap)

Gender balance in management, Board
of Directors and Supervisory Board

Virt  Biodiversity and natural resources p. 47 KPI Biodiversity (as of yet internal only)

* Refers to our 2021 Integrated Annual Review .
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1.3 Progress on our objectives

STRATEGIC OBJECTIVES

Customers

28

de Volksbank N.V. Annual Report 2021

Society %

Customer-weighted average

Number of active multi-customers

Climate-neutral balance

Net Promoter Score (in thousands) sheet’
1,300
1 gg9 949 1015 =75%
> 44% 45% O°o%
: . .
: N
L——
2019 2020 2021 2025 2019 2020 2021 2025 2019 2020 2021 2025
target target target
Employees [_ﬂ/@ Shareholder @
Genuine attention Return on equity Dividend pay-out ratio
0, 0, H 0,
8.0% 60% 50% 60% 40-60%

7.7 7.9 7.8 275

7.7%
5.1%  4.7%

2019 2020 2021 2025 2019 2020 2021 2025 2019 2020 2021 2025
target target target
Other objectives @
CET1 ratio? Leverage ratio Cost/income ratio
80.7%

0,
32.6% 3150 61.8% [0 57-59%
22.7% T

» 219.0%
51% 5.2% 5.1% >45%

2019 2020 2021 2025 2019 2020 2021 2025 2019 2020 2021 2025
target target target

1. As from 2021, the climate-neutral balance sheet is calculated using the PCAF methodology. The percentage shown

for 2020 (45%) was adjusted using the PCAF methodology. Before the adjustment, this figure was 59%.
2. The CET1 capital ratio target is based on full phase-in of Basel IV standards. We estimate this ratio will be

0.2 percentage point lower.

The strategy for the coming years builds on our
mission to achieve a positive impact through banking
with a human touch: for our customers, society,

our employees and our shareholder. Based on the
strategic ambitions for 2021 - 2025 and the forecast
for the economic developments and financial markets,
we have set objectively measurable goals for each
stakeholder group, which are closely monitored.

Benefits for customers

De Volksbank aims to be a bank that provides fair
banking products, where customers feel at home and
that looks from its customers’ perspective. Growth in
the number of active multi-customers and the positive
trend in customer satisfaction, as expressed in the
Net Promoter Score (NPS), indicate that customers
appreciate our mission of banking with a human
touch.

15
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Net Promoter Score

The customer-weighted average of all brand-specific
NPS' improved to +6, compared with +2 at year-end
2020. This was due to improvements at ASN Bank, BLG
Wonen and SNS, most notably to a decrease in the
number of detractors. At RegioBank the NPS remained
stable. De Volksbank has set itself a goal of +13 by the
end of 2025.

Number of active multi-customers

As from 2021, one of our customer KPIs is the number
of active multi-customers. In 2021, this number rose
by 66,000 to 1,015,000. The year-end 2025 target has
been set at 1.3 million. The total number of current
account customers grew by 124,000 to 1,781,000 and
the total number of customers rose by 125,000 to
3,467,000.

Responsibility for society

We aim to make a positive contribution to society
on four themes, i.e. sustainability, good housing for
everyone, quality of life in the region and attention
to personal growth for everyone. We are currently
developing additional KPIs for these four themes.

+ Sustainability: in addition to the existing climate-
neutral balance sheet KPI, we have developed KPIs
in relation to biodiversity and human rights.

+ Good housing for everyone: we aim to promote
accessibility to the housing market. To monitor
the accessibility of the housing market in the
Netherlands, we launched the Housing Accessibility
Monitor.

+ Quality of life in the region: we developed a KPIs for
this theme which will be publicly communicated in
due course.

+ Attention to personal growth for everyone: as part
of SNS's strategic direction, SNS changed the name

1 A positive NPS requires the percentage of promoters to
be higher than the percentage of detractors. Whether a
customer is a ‘promoter’ (9-10), ‘passively satisfied’ (7-8) or
a ‘detractor’ (0-6) is measured on a 1 to 10 scale.

CLIMATE-NEUTRAL BALANCE SHEET 2021

CO,e emissions
avoided
-742 kilotons

CO,e emission 86
1,341kilotons

® Sustainable financing
Climate bonds

@® Mortgages
® Corporate loans
Other

of the theme formerly known as ‘financial resilience’
to ‘attention to personal growth for everyone’, for
which they have developed KPIs.

Climate-neutral balance sheet

At year-end 2021, we were 55% climate neutral which
puts us well on the way to achieving our interim
target of at least 75% in 2025. As from 2021, the
climate-neutral balance sheet is calculated using the
Partnership for Carbon Accounting Financials (PCAF)
methodology. The switch to the PCAF methodology
had a significant negative impact. Based on the
previous carbon profit and loss methodology, the
climate neutrality stood at 59% at year-end 2020,
while this would have been 45% using the PCAF
methodology and the adjustments made for the data
quality improvements. The negative impact fell within
the range we anticipated and communicated earlier in
2021. The significant decrease in climate neutrality is
partly due to methodological changes and partly to the
improved data quality. Also, instead of using energy
labels as a proxy, we were able to use actual energy
consumption data of our mortgage portfolio, which
was anonymously provided by grid operators. The use
of this actual data meant that we had to attribute more
emissions to our portfolio, which reduced our climate
neutrality.

Regardless of the methodology used, the underlying
balance between CO2 emissions lost and avoided
improved due to an increase in financed renewable
energy projects and an increase in purchased green
bonds with a strong focus on renewable energy
projects.

The CO2 emissions financed in 2021 amounted to
1,341 kilotons compared with 1,384 kilotons in 2020
recalculated using the PCAF methodology. Avoided
CO2 emissions amounted to 742 kilotons in 2021
compared with 620 kilotons in 2020, also recalculated.

ENERGY LABELS OF FINANCED HOMES'

29%

14% 15%

1%
8%
< » M

1. Rounded percentages based on the RVO database
at year-end 2021. 34% of the homes have a final
energy label.
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Genuine attention for our employees
We want to empower our employees to make a
meaningful contribution to our mission and strategy
by paying attention to autonomy, personal growth and
professionalism. Every six months, we monitor the
KPIs for the shared value for employees, which are
genuine attention, commitment and engagement. For
the KPI ‘genuine attention” we aim for a score of at
least 7.5 (on a 1-10 scale) in 2025. For commitment
and engagement the goal is a score of 8.0. In

October 2021, 82% of all employees participated in
the employee survey. The scores for genuine attention,
commitment and engagement remained high at 7.8,
7.9 and 7.4 respectively (October 2020: 7.9, 8.4 and 7.6
respectively). These are satisfactory scores, especially
considering the challenges of working in a Covid-19
environment. Furthermore, employees experienced
uncertainty in relation to the new strategy and

the transformation into an agile organisation, with
possible consequences for their work and job-security.

Oct Apr Oct Apr Oct Target
KPIs' 2021 2021 2020 2020 2019 2025
Genuine 7.8 7.8 7.9 7.9 7.7 27,5
attention
Commitment 7.9 8.2 8.4 - 8.0 8.0
Engagement 7.4 7.6 7.6 - 7.4 8.0

1 Onascale from 1to 10.

De Volksbank offers employees the opportunity to
work on their own future as well as on the future

of de Volksbank and society. Our employees indicate
that they enjoy working at de Volksbank because
they want to make banking human and build lasting
relationships with customers. They experience their
work as meaningful and can make a contribution to
society.

EMPLOYEE VITALITY AND SAFETY

We are aware that there are certain risks involved
with our employees, for example not being able to
fill vacancies, see chapter 3.5 for more on People
Risk. The new collective labour agreement (cla) for
2021-2022 contains new arrangements to improve
work-life balance. In addition, a vision on a 'New
Way of Working 2.0"' has been developed, where
employees organise their work in such a way that

it works best for them and their team. Regarding

the safety of our employees we have our Common
Sense, Clear Conscience Code of Conduct, which sets
out how we treat each other and customers. In 2021
employees had to follow an e-learning for this Code
of Conduct. Moreover, de Volksbank has appointed
an Integrity Confidential Advisor at various locations
throughout the country. The Committee on Unwanted
Conduct deals with complaints on bullying, sexual
harassment, disciminiation, aggression or violence at
work, mediation by a counsellor is also possible.

de Volksbank N.V.

Return for the shareholder

De Volksbank aims to be a financially healthy and
stable bank with low risk activities. Our target return
on equity (RoE) is 8%.

Return on equity

In 2021, the RoE stood at 4.7%, a decline compared
with 2020 (5.1%) as a result of lower net profit. As
communicated earlier we expect the return on equity
in the next few years to be lower than our 2025

target of 8%. We are making substantial investments
to implement the strategy in order to achieve a RoE of
8% by 2025.

Dividend

For the regular dividend distribution, de Volksbank has
set a target range of 40% - 60% of the net profit. In line
with this policy, de Volksbank decided in its General
Meeting of Shareholders in April 2021 to declare a
dividend of € 104 million for 2020 corresponding to

a pay-out ratio of 60%.

For 2021, we propose to pay out a dividend of
€ 97 million. This implies a pay-out ratio of 60%.

Other objectives

Capital and leverage ratio

The target level of the Common Equity Tier 1 (CET1)
ratio and the leverage ratio are based on Basel IV and
the end-state of the CRR Non-performing Exposures
(NPE) rules.

Our CET1 capital ratio showed a strong decrease from
31.2% to 22.7% as risk-weighted assets increased,
mainly due to a temporary and voluntary add-on
related to our internal credit risk model for residential
mortgages and an ongoing supervisory review on the
underlying database infrastructure. The CET1 capital
ratio remained well above our target of at least 19%.

The leverage ratio decreased from 5.2% at year-
end 2020 to 5.1%, mainly driven by a decrease

in the leverage ratio numerator (Tier 1 capital) by
€ 41 million.

Please refer to the Section 3.8 Capital Management
for an explanation of our capital objectives and
achievements.

Cost/income ratio

In 2021, lower total income and higher operating
expenses including regulatory levies resulted in a cost/
income ratio (C/I ratio) of 80.7%, an increase compared
with 2020 (70.6%). As communicated earlier, we expect
the C/I ratio to exceed the 2025 target range of 57-59%
in the next few years as the strategic initiatives are
intended to produce an effect over the course of

the years, at the level of both income and operating
expenses.

Please refer to the Section 1.10 Financial Results for
more information about the cost/income ratio.
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1.4 ESG-related disclosures

Sustainability is a broad and complex concept. When
we think of sustainability we generally envision a world
in which a balance is struck between humanity, the
environment and the economy - now and in the future.
The definition of sustainable development from the
1987 UN report “Our Common Future” (Brundtland) is
the foundation of how we conceptualise sustainability:
'Sustainable development is development that meets
the needs of the present without compromising the
ability of future generations to meet their own needs.'
This definition shapes our efforts to make a positive
impact on the environment and society as a bank.

The term ‘Environmental, Social and Governance’, in
other words ESG, has become an industry standard

for categorising sustainability by means of these

three themes. Said themes are in line with our
Sustainability Policy, which comprises three pillars:
climate, biodiversity and human rights. Governance is
an important precondition for sustainability, this is true
for de Volksbank itself as well as for the organisations
we investin.

De Volksbank recognises that there are two sides to
these themes: the first is about the opportunities

of creating social impact (our “inside-out impact”

on society and the environment), the second deals
with the different types of sustainability-related risks
that follow from the changes in our society and
environment (“outside-in impact”, of society and the
environment on the bank). Such risks may, for
example, follow from acute or chronic climate events
or the transition to a low-carbon economy.

This paragraphs discusses some developments with
regard to ESG-related matters. The outside-in risks
and our risk management related to sustainability
are described in more detail in the Sustainability Risk
section of this Annual Report. We discuss our (inside-
out) impact on society in detail in our Integrated
Annual Review 2021 and the ESG Report 2021.

An overview of the references to the non-financial
disclosures required by the Non-Financial Reporting
Directive can be found in our Principles & Standards
Report 2021. The aforementioned reports can be
found on our website.

Sustainability governance & strategy
TASK FORCE ON CLIMATE-RELATED FINANCIAL
DISCLOSURES (TCFD)

As from 2020, de Volksbank structures its disclosure
on sustainability risks along the lines of the TCFD
guidelines. The TCFD specifically covers climate-related
risks. Even so, we also include social and governance
risks in our sustainability risk management, in addition
to environmental risks such as climate-related risks.
Hence, these social and governance risks are also
included in our sustainability risk disclosures. All TCFD
pillars are discussed in this Annual Report, some in
this section and some in the section on Sustainability
Risk. This section deals primarily with the pillars
governance, strategy, and metrics and targets. The

Sustainability Risk section covers the risk management
pillar.

TCFD Disclosures Section
Governance

a. Board oversight 1.4&3.9
b. Role of management 1.4&3.9
Strategy

c. Climate related risks & opportunities 1.4&39
d. Impact on our business 1.4&3.9
c. Resilience of our strategy 1.4

Risk management

e. ldentifying and assessing risks 3.9

f. Managing risks 3.9

g. Integration of sustainability in overall risk 38
management

Metrics & targets

h. Metrics used 1.4&3.9
i. Greenhouse gas emissions 1.4

f. Targets to manage risks 1.4

SUSTAINABILITY GOVERNANCE

In 2021, we improved and integrated sustainability
related decision making. With the ECB Guidelines
on Climate-related and Environmental Risk in mind,
we have strengthened various aspects of our
sustainability risk management. An overview of the
overall sustainability governance is provided below.

The Board of Directors

The Board of Directors is ultimately responsible for
achieving the overall sustainability objectives of de
Volksbank and establish that it is in line with risk
appetite. The Chief Risk Officer (CRO) is responsible for
sustainability within the Board of Directors.

Social Impact Committee and Advisory Team
Sustainability

The Social Impact Committee (SIC) oversees our
social impact and the impact of sustainability
matters on de Volksbank. The SIC is responsible

for the progress of strategic targets for social
(inside-out) impact, monitoring the incorporation of
ESG matters in business processes and the risk
management framework (outside-in) and fostering
transparency with the fulfilment of the non-financial
reporting guidelines. The CRO is the chair of this
multidisciplinary committee. Co-chair of the SIC is a
member of the Board of ASN Bank. Other members
of SIC include representatives from Strategy, Finance,
Communication, de Volksbank Financial Markets Risk
and Compliance. Audit has a standing invitation. All
members of the SIC may escalate (pending) decisions
to the Board of Directors.

As from 2022, a multidisciplinary team provides the
committee with advice on sustainable matters. The
members of this Advisory team are representatives
from the first line of defence, the business and

the supporting teams. Risk and Compliance have
independent control functions. The members of the
Advisory team also sit on the Annual Report Working


https://www.devolksbank.nl/en/investor-relations/annual-review-2021
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Group as sustainability matters are very important for
regulatory disclosures.

Other risk committees and risk-related bodies
Sustainability risk can be a driver for other types of
risk and can therefore be a topic in risk committees
other than the SIC, for example the Credit Committee
or the Operational Risk Committee. De Volksbank also
has the ASN Investment Committee to advise the Asset
and Liability Committee on sustainable investments,
such as sustainable project finance, notes, private
placement notes and ESG bonds.

The Board of ASN Bank and Expertise Center
Sustainability

The Board of ASN Bank is responsible for developing
sustainable strategies and policies to ensure that

de Volksbank is permanently at the forefront of
sustainable finance in the Netherlands (and in other
countries) to create a more sustainable society. The
Sustainability Center of Expertise (ECD) of ASN Bank
is the center of expertise in the field of sustainability.
The ECD sets up and maintains the first line policies
within the House of Policies Sustainability, including
investment criteria for the entities ASN Impact
Investors and ASN Sustainable Finance. Another
responsibility of the ECD is to support and provide
advice to other lines of business by developing and
maintaining their sustainability initiatives.

SUSTAINABILITY STRATEGY

De Volksbank aims to have a positive impact on society
and reduce its negative impact. We do this in the

first place by offering socially responsible propositions.
We also strive to be a protagonist for change at the
customer and systemic level alike. This strategy, in
turn, also makes de Volksbank more resilient against
transitional and physical sustainability-related risks.
For example, due to our stringent sustainability policy,
we do not have any exposures in carbon-related assets
such as fossil fuel assets. Therefore, we do not face
any transitional risks related to this type of asset. All

in all, the pre-existing strategic focus on social impact
results in a relatively low risk profile for sustainability-
related matters. For more information on this, see the
Section on Sustainability Risk.

In 2021, an ambitious Strategic Plan for the period
2021-2025 was presented, which explicitly aims to
accelerate our positive social impact. In developing
this new strategy, de Volksbank used various plausible
scenarios of marketplace developments, including
inputs related to sustainability risks. For example, one
of the inputs was our stringent sustainability policy,
applicable to all loans and investments. Furthermore,
during the process of developing the new strategy, de
Volksbank analysed important internal and external
developments. Inputs included scenario analyses, such
as sustainability scenarios, consultations with our
stakeholders, the materiality matrix, stress tests and
the annual Strategic Risk Assessment.

The strategic time horizon is medium term (5 years),
spanning from 2021 to 2025. Our sustainability KPIs,
however, exceed the horizon of the strategic plan with

de Volksbank N.V.

long-term targets (10 years) for 2030. De Volksbank's
strategic plan should be seen as an adaptive plan,
which means that we will continuously assess and
adapt the strategy and forthcoming plans on a short-
term basis (1 year) if so required. The annual Strategic
Risk Assessment is an important tool to recalibrate the
strategy against internal and external trends, including
important developments in climate and sustainability
risks.

The implementation and execution of the business
strategy is measured by KPIs. Examples of KPIs to
measure our external impact is the climate neutrality
of our balance sheet and the net positive impact on
biodiversity.

METRICS AND TARGETS

We use various metrics to assess our sustainability-
related risks and opportunities. The diagram below
sets out our main metrics and long-term targets.

Sustainability Metrics

Definition Type 2021 Long-term
target
Climate-neutral  Key 55% 100% climate
balance sheet Performance neutral in 2030
Indicator
Impact on Key So far, Net positive
biodiversity Performance  internal impact on
Indicator only biodiversity in
2030
Average energy  Supporting 3.66 2.9in 2025
label of metric
mortgage
portfolio’
Gender balance  Key Risk 36% 40-50% women
in management  Indicator in management

positions positions in 2025

1 Onascale from 1to 7. Label A=1, B=2, etc.

Greenhouse gas emissions & Science-Based targets
Our KPI 'climate-neutral balance sheet' consists of an
estimation of the emissions avoided with our activities
and the emissions caused by us. These calculations
are based on the PCAF methodology and cover scope
1, 2 and 3 emissions. For more details on our
climate-neutral balance sheet and methodology, see
the Integrated Annual Review and ESG Report 2021,
respectively.

In 2021, after calculating emission reduction targets
for our balance sheet for 2050, we submitted an
application to the Science-Based Targets initiative
for the approval of our science-based targets. This
application was still pending approval at the time of
writing. By means of these science-based targets, we
have a clear trajectory to fulfil our responsibility in
achieving the Paris Climate Agreement.
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EU Taxonomy Regulation

This is the first year de Volksbank reports on

the EU Taxonomy Regulation. The regulation is

an initiative to help us identify whether economic
activities that we finance or invest in can be
considered environmentally sustainable and to
prepare transparent and comparable reports on that
basis.

The regulation comprises six sustainability objectives:

1. Climate change mitigation;

2. Climate change adaptation;

3. Sustainable use and protection of water and
marine resources;

4. Transition to a circular economy;

5. Pollution prevention and control;

6. Protection and restoration of biodiversity and
healthy ecosystems.

So far, the EU Taxonomy Regulation has only
established criteria for the first two objectives; criteria
for the other objectives will be established in the years
ahead. This being the case, we could only assess our
assets on the basis of these two objectives.

Mandatory disclosure 2021
In € millions

Balance sheet total 72,081
Impairments 109
Balance sheet total gross carrying amount 72,190
Non-financial assets (-/-) 0.3%’
Exposure to central governments, central banks and
supranational issuers (-/-) 19.8%'
Total covered assets denominator GAR 79.9%'
of which exposure to Taxonomy eligible economic

activities 67.0%'
of which exposure to Taxonomy non-eligible economic

activities 4.6%'
of which exposure to derivatives 0.8%’
of which financial assets held for trading 0.3%’
of which on-demand interbank loans 0.1%'
of which exposures not obliged to publish non-financial
information pursuant to Article 19a or 29a of Directive
2013/34/EU 7.4%'

1 % coverage (over balance sheet total gross carrying amount)

QUALITATIVE INFORMATION

Contextual information

The table above is based on the exposures

of de Volksbank within the regulatory scope of
consolidation, which is the same scope we use for

our Annual Report. The total covered assets in the
denominator of the Green Asset Ratio (GAR) concerns
all financial assets except for exposures to central
governments, central banks and supranational issuers.

The line item exposures to Taxonomy eligible
economic activities only includes residential real
estate. Counterparties not obliged to publish non-

financial information pursuant to Article 19a or 29a
of Directive 2013/34/EU (non-NFRD) are determined
through an assessment based on internal or

publicly available information. This line item includes
exposures to SME and credit institutions from outside
the EU.

Due to the lack of information on the eligibility of

our NFRD counterparties these exposures are included
in the line item exposures to Taxonomy non-eligible
activities. An estimate for these exposures is given
below.

Description of our compliance

Besides being compliant with the EU Taxonomy
Regulation under the NFRD disclosure de Volksbank
has also expressed its desire to designate as many
asset categories as possible as being in line with the
EU Taxonomy so de Volksbank can further distinguish
itself as a leader in sustainability. Our approach to
the taxonomy goes hand in hand with our goal to be
climate-neutral by 2030. We expect the EU Taxonomy
Regulation KPI scores to improve on the back of
achieving our climate-neutrality goal. For example, our
taxonomy-aligned assets could increase by expanding
our project financing portfolio in renewable energy to
meet our climate-neutrality goal.

Finally, we will continue to engage with retail mortgage
customers and project financing counterparties to
push for sustainability considerations. In addition, our
ambition is to include EU Taxonomy considerations

in the engagement with all our customers and
counterparties whenever feasible and appropriate.

Additional information on the financing of
Taxonomy-aligned economic activities

In 2017, de Volksbank adopted ASN Bank's
sustainability policy, which is based on three

pillars: climate, biodiversity and human rights. De
Volksbank subsequently implemented this policy in
the operations and processes of all its brands. De
Volksbank has thus become a frontrunner in the
field of sustainability policies, as is confirmed by a
recent study by the Fair Banking Guide. These policies
describe our Do No Significant Harm (DNSH) criteria
and the Minimum Social Safeguards (MSS) in detail.
They also provide guidance on the type of activities
that could have a positive impact on our three pillars
of sustainability.

De Volksbank welcomes the EU Taxonomy concept
and will embed it into its sustainability policy and,
therefore, in itsstrategy. It should be noted that we

do have remarks and concerns in relation to the
taxonomy. Our sustainability policies are often more
stringent and ambitious. As an example, de Volksbank
categorically excludes investments in fossil fuel-related
activities and nuclear activities. Our position may
deviate from the EU Taxonomy as natural gas and
nuclear exposures, for example, may be considered
‘green’ (albeit transitional) based on the latest
Taxonomy developments. De Volksbank is actively
opposing to this development through its lobbying
activities. Furthermore, de Volksbank advocate ‘brown’
taxonomy developments that would force companies
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and financial institutions to disclose their fossil fuel-
related activities.

VOLUNTARY TAXONOMY-ELIGIBILITY ASSESSMENT
Due to the lack of information on the EU Taxonomy-
eligibility of our counterparties we have made

an estimate on the basis of the main economic
activities of our NFRD counterparties based on public

Voluntary disclosure 2021

de Volksbank N.V.

information. If the counterparty's main activity is
stated in Annex | and/or Il of the EU Taxonomy's
technical screening criteria, the total exposure is
deemed eligible to the amount proportionate to the
turnover to which the economic activity is related. If
this is not the case, the total exposure is deemed non-
eligible.

In € millions
% coverage
Taxonomy Taxonomy (over total
eligible non-eligible assets)
Total assets 48,551 3,116 71.6%
of which trading portfolio and on demand inter-bank loans in Total assets - 313 0.4%
Total exposure to central governments, central banks and supranational issuers 14,282 19.8%
Total exposure to derivatives 591 0.8%
Total exposure to non-NFRD companies 5,366 7.4%

Preliminary and voluntary Taxonomy-aligned
assessment

Our assets can be considered Taxonomy-aligned when
they meet the technical screening criteria of the EU
Taxonomy, i.e. the DNHS criteria and the MSS criteria.
Only taxonomy-aligned assets are included in the
numerator of the Green Asset Ratio. Despite the fact
that this is not yet mandatory, we have estimated

our taxonomy-alignement for indicative purposes
only. The preliminary and voluntary taxonomy-aligned
assessment indicates that more than 10% of our
overall portfolio may qualify as taxonomy-aligned. It
is estimated that our retail mortgage portfolio is the
main contributor.

Please note that this estimation is based on
assumptions regarding the DNSH and MSS criteria. The
actual GAR and other KPIs dictated by the Taxonomy
Delegated Act will probably deviate from this figure

as there are specific exclusions and inclusions to be
made as from the 2023 Annual Report. This initial
assessment was performed in April 2021 on the basis
of year-end 2020 balance sheet and the regulations
valid at that time.

Prevention of financial crime

KNOW YOUR CUSTOMER

As one of the gatekeepers of the financial system, de
Volksbank helps detect and prevent financial crime
by taking a holistic approach to customer integrity

in relation to anti-money laundering, countering the
financing of terrorism and compliance with sanctions
and tax regulations.

As a financial institution, we are required to have a
clear picture of our customers, for instance under the
Money Laundering and Terrorist Financing (Prevention)
Act (Wwft). As part of the Know Your Customer
principle, we check customer data and establish the
identity of our customers. We also use verification
protocols to prevent and combat malpractices. For
example, we form an opinion on our business

customers’ attitude to tax, as de Volksbank does not
want to invest in, and/or provide loans to companies
involved in tax scandals.

ANTI-CORRUPTION AND BRIBERY

An important condition for de Volksbank to properly
implement its strategy and its shared value ambition
is that de Volksbank, its employees, collaboration
partners and customers are not involved in corruption
and bribery. Corruption creates unfair competition in
the economy, distorts public trust and damages de
Volksbank's integrity. To prevent us or our customers
from becoming involved in corruption, we take
measures that apply to various policies, such as

our customer acceptance policy, procurement policy,
outsourcing policy and screening policy for hiring new
employees. All listed companies as well as government
bonds are screened for anti-corruption. All employees
have taken an oath or made a solemn affirmation,
promising they will comply with laws and regulations
and codes and rules of conduct, and how to act
ethically. This is one of ways in which we aim to
minimise the risk of physical, financial or reputational
damage to de Volksbank, its customers and/or

other business relations. Every sign of corruption

is adequately dealt with and followed up with an
appropriate response. The Risk Policy describes the
management measures taken by de Volksbank to
prevent the bank and/or its employees and customers
from engaging in corruption. Our compliance-related
policies are available on our website. For more details
on the risks associated with the aforementioned topics

and our risk management, see Chapter 3 of this report.

We do not have a specific indicator, such as a KPI,
for this topic. The material topics good governance,
integrity and ethics and regulatory compliance are
inextricably linked to this topic. These material topics
and the related indicators are listed in the table in
Section 1.2 of this Annual Report.
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Human rights

As human rights constitutes one of the three pillars

of our sustainability policy, we have always respected
them in our activities. The way we report on human
rights has evolved over the years. After signing the
Dutch Banking Sector Agreement (DBA) in 2016, a
stand-alone Human Rights Report was published in
2019. This report was aligned with the UNGP Reporting
Framework and included the salient issues that we
identified in our Salience Analysis in 2018.

We recognise that human rights are at risk in our
operations, lending and especially in our investments.
We thereforeactively perform human rights due
diligence. In 2021, our strict policies instigated an
internal investigation into our possible involvement
with customers and partners who work with solar
panels that could be linked to Uyghur forced labour.
Our customers and partners now work exclusively with
solar panels that have been approved on the basis of
this investigation.

The results of the salient risk analysis in 2018

showed that the possible human rights issues in our
operations and lending activities were less salient than
the possible human rights issues in our role of an
investor. We concluded that the most salient risks
relate to the ASN Investment Funds and we identified
the following five most salient issues:

1. aliving wage in the garment industry;

2. aliving wage in the agri-food industry;

3. consumer protection in the pharmaceutical
industry;

4. clinical trials in the pharmaceutical industry;

5. workplace health and safety in the garment
industry.

We decided to focus on living wage in the

garment industry to optimise the effectiveness of

our engagement. We are engaging with the garment
industry to achieve our long-term objective: the
garment industry will provide workers in its supply
chain with a living wage by 2030. As in previous

years, we assessed companies and governments in
our investment portfolio. The results were published

in the Platform Living Wage Financials Annual Report in
October 2021.

Our approach to human rights consists of two
elements:

1. Aset of sustainability criteria to avoid involvement
in entities which are not protecting (governments)
or respecting (companies and other entities)
human rights. Similar to our Climate Policy
and Biodiversity Policy, our Human Rights Policy
contains criteria in relation to activities to be
excluded and avoided on the one hand, and
criteria to support investments that uphold
collective, human and labour rights on the other.
For instance, we do not invest in companies that
engage in or profit from war or armed conflict.
We cannot and will not reconcile ourselves to the
idea that these types of companies benefit from
the existence of and increase in armed conflicts.

This means that we also refrain from every form of
financing of or investment in companies that are
involved in the development, maintenance, testing,
storage and distribution of weapons. Examples of
criteria to uphold human rights and labour rights
are: equal treatment and non-discrimination; no
child labour in accordance with the ILO definition;
no forced labour; freedom of association and
collective bargaining; safe and healthy working
conditions; and respecting the rights of local
communities and indigenous people (including the
acquisition of land by companies). For further
details on these policies, see our website.

2. Aninitiative to strive for ‘living wages' in
the garment industry (Platform Living Wage
Financials). ASN Bank has broadened the scope
of the ‘living wage' initiative by involving other
financial institutions.

We have developed a KPI for the human rights pillar
of our sustainability policy; the KPI Living wage. Thus
far, we use this KPI for internal purposes only. Human
rights is one of the 18 identified material topics and

is therefore listed in the table in Section 1.2 of this
Annual Report. For more information on our approach
to human rights, see our website and our ESG Report
2021.

1.5 Options for the future

On 12 February 2021, de Volksbank revealed its
strategic plan 2021-2025. On 30 June 2021, NLFI
published a progress report on de Volksbank, which
included an assessment of the new strategy.

On 6 July 2021, the Minister of Finance informed the
Dutch House of Representatives in a letter about NLFI's
latest progress report and also presented a study
regarding de Volkbank's future options. In its report,
NLFI noted that de Volksbank's strategy for the period
2021-2025 is a fitting response to the challenging
market circumstances, but that it would take several
years for the (financial) impact of the strategy to
materialise. NLFI noted the uncertainties related to
the targeted income growth and cost control, and
announced it would continue to closely monitor
implementation of the strategy. All things considered,
NLFI concluded that it was still too early for a decision
on the privatisation of de Volksbank. In his letter to
the House of Representatives, the Minister of Finance
agreed with NLFI's observations and conclusions. In
the study, the Minister set out (assessments of) four
future options and six (non-exhaustive) governance
models with the aim of providing perspectives on how
to retain de Volksbank’s social character whichever
option is chosen: privatisation or stateownership.

On 26 January 2022, during a general consultation on
State participations, the Minister of Finance mentioned
that, as far as de Volksbank was concerned, NLFI had
indicated a period of approximately three years before
any decision on the bank's future options could be
taken.


https://www.livingwage.nl/wp-content/uploads/2021/10/PLWF_AnnualReport2021-FINAL-2.pdf
https://www.devolksbank.nl/en/corporate-responsibility/sustainability/sustainability-policy-documents
https://www.asnbank.nl/web/file?uuid=b0c26386-0e36-4afd-b7bc-e0d97af0853f&owner=6916ad14-918d-4ea8-80ac-f71f0ff1928e&contentid=706
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
https://www.devolksbank.nl/en/investor-relations/annual-review-2021
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1.6 Regulatory environment

Correctly and timely implementing an increasing
number of laws and regulations remains a crucial
aspect of de Volksbank’s business operations.
Supervisory authorities and legislators, both Dutch and
European, increasingly impose laws and regulations
on banks on topics related to prudential supervision,
consumer protection and sustainability. De Volksbank
continues to work on its individual resilience and
stability without losing sight of the interests of its
customers and other stakeholders. In this section we
highlight the laws and regulations with the highest
relevance in 2021 in relation to prudential supervision
and customer interests, and discuss how de Volksbank
deals with them.

Prudential supervision

In 2021, the further guidance of laws and regulations
governing prudential supervision of the financial sector
was still impacted by Covid-19. Supervisory authorities
focused on facilitating a maximum lending capacity
and the absorption of losses ensuing from this crisis
for banks. Financial institutions also required more
time to prepare for the implementation of changes

to laws and regulations after the Covid-19 pandemic.
Below, we discuss a few important developments in
2021.

Implementation of Basel IV in the European Union
In order to reduce risk in the banking sector

and strengthen the Banking Union, the EU

gradually revised its framework of harmonised
banking supervision rules over the past few years.
This prudential framework is represented by the
Capital Requirements Directive (CRD), the Capital
Requirements Regulation (CRR), the Bank Recovery and
Resolution Directive (BRRD) and the Single Resolution
Mechanism Regulation (SRMR). Implementation of the
2019 Banking package, containing the previous round
of reforms into this framework, was completed in
2021. As a final step, the European Commission (EC)
issued its draft proposals for the transposition of Basel
IV, known as CRRIIl and CRDVI, into EU legislationin
October 2021. The proposed implementation date is

1 January 2025 with a 5-year phase-in period of the
output floor. The new prudential rules include the
introduction of a capital floor based on standardised
approaches, a revision of the standardised approach
for credit risk and new rules for operational and
market risk.

To encourage lending to EU households and
businesses in response to the Covid-19 crisis, the

EC decided in June 2021 to extend the temporary
exclusion of central bank exposures from the leverage
ratio until March 2022.

Capital and liquidity position

De Volksbank continuously looks from different angles
to see if the financial stability and continuity of

the bank is guaranteed. Supervisory authorities are
provided with our data reports and analyses, such as
ICAAP and ILAAP, external and internal stress tests,
the recovery plan and information for the purposes of
resolution planning by De Nederlandsche Bank (DNB),

de Volksbank N.V.

the Dutch Central Bank. For more information on
the BRRD, ILAAP, ICAAP, SRMR/MREL and bail-in, see
Section 3 Risk Management .

Risk weighting floor of mortgage portfolio

As announced by DNB in 2019, the increase in risk
weights assigned to residential mortgage portfolios
will be implemented with effect from 1 January 2022.
The measure will expire on 1 December 2022 but it

is up to DNB to decide whether or not to extend

the measure, every time for a two-year period. The
risk weight floor will apply to banks that use internal
risk models to calculate capital requirements for their
mortgage loan portfolios. This measure stems from
the framework that Article 458 of the CRR provides

to DNB for this purpose. The additional capital is
intended to strengthen Dutch banks’ capital to absorb
possible shocks in the Dutch housing market. For the
projected impact on de Volksbank, see Section 3.8.3
Developments in capital requirements.

Definition of Default guidelines

To harmonise the Definition of Default (DoD) across
EU banks, the ECB and EBA issued guidelines

on how banks should classify credit defaults for
prudential purposes. These guidelines entered into
force on 1 January 2021. De Volksbank accordingly
implemented the DoD in 2021. For additional
information, please refer to Section 3.3.2 Management
and control of 3.3 Credit risk.

EBA Guidelines on loan origination and monitoring
EBA published the Guidelines on loan origination

and monitoring in May 2020. These Guidelines: i)
specify internal governance arrangements for granting
and monitoring credit facilities throughout their life
cycle; ii) clarify the credit decision-making process and
building on the requirements of the EBA Guidelines

on internal governance, and iii) set requirements for
assessing borrowers'’ creditworthiness, including the
use of automated models, along with requirements for
handling information and data for such assessments.
These Guidelines are to be gradually phased in as from
30 June 2021 to 2024. De Volksbank will integrate the
guidelines into its internal policies and processes in
line with this schedule.

ECB recommendation: dividend payments

InJuly 2021, the ECB decided not to extend

its pandemic-related dividend recommendation for
eurozone banks to exercise extreme prudence beyond
September 2021, following the economic rebound and
further reduction in the level of economic uncertainty,
which is improving the reliability of banks’ capital
projections compared with the start of the pandemic.
For more information on this topic, see Section 3.8.5
Dividend in Chapter 3.8 Capital management.

Capital Markets Union

On 6 July 2021, the EC published a proposal for a
Green Bond Regulation to create a new 'gold standard'
for green bonds. This Green Bond Regulation will

lay the foundation for a framework of rules on the

use of the 'European Green Bond' (EuGB) designation
for bonds that pursue environmentally sustainable
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objectives under the Taxonomy Regulation. Other
market standards can be compared to, and potentially
seek alignment with the EuGB framework. It also
creates a system to register and supervise external
reviewers of green bonds who confirm alignment
with the EuGB framework. The broader aim of the
Green Bond Regulation is to facilitate the further
development of the European market for green bonds,
while minimising disruption to existing green bond
markets. The EC hopes that the development of

this market will help meet the EU's climate and
environmental objectives under the Paris Agreement
on climate change. The Green Bond Regulation

also aims to reduce the risk of 'greenwashing' by
setting high standards for the issuance of green
bonds, and forms part of the European Green

Deal which sets an objective of making it easier

for investors and companies to identify credible
sustainable investments.

The proposed framework entails four key
requirements:

+ the funds raised by the bond should be allocated
fully to projects in alignment with the EU Taxonomy,

+ detailed reporting should provide full transparency
on how bond proceeds are allocated,

+ all EU green bonds must be checked by an external
reviewer to ensure compliance with the Green Bond
Regulation and alignment of funded projects with
the Taxonomy, and

+ external reviewers providing services to issuers of
EU green bonds should be registered with and
supervised by the European Securities Markets
Authority.

Even though the Green Bond Regulation will be a
voluntary standard giving issuers the choice to opt

for the EuGB designation or not, the EC has decided

to take a legislative route. It is very likely that the
designation will become the market standard for green
bond issuances in the EU, and institutional investors
will therefore demand green bonds that carry such a
designation. Green bond issuers in the EU who are not
compliant with the new rules may also run the risk

of greenwashing; compliance being yet another reason
to avoid supervisory scrutiny. Being a frequent issuer
of green bonds, and in view of adhering to its Green
Bond Framework, the developments related to both
the Green Bond Regulation and the EuGB designation
are important to de Volksbank.

Customer interests

Being a social bank, we put our customers' interests
first without losing sight of the other stakeholders,

i.e. society, our employees and our shareholder. As
changes to laws and regulations related to customer
interests affect the organisation, we describe the most
relevant developments in this area in 2021 below.

General Data Protection Regulation

De Volksbank continues to enhance compliance with
the General Data Protection Regulation (GDPR) to
protect the privacy of our customers and employees.
After repositioning the Privacy Office to the second
line of defence in 2020, the Data Protection

Officer strengthened his independent position, thus

complying with the Dutch Data Protection Authority's
issued in mid-2020.

Furthermore, de Volksbank is working on the
consequences of a decision by the Court of Justice

of the European Union regarding data transfers,

which has led to new European Data Protection

Board guidelines. As a consequence, all contracts with
(sub)processors must be scrutinized and reassessed
for the risks resulting from processing in countries
outside the European Economic Area (EEA). In addition,
new Standard Contractual Clauses - where applicable -
must be concluded.

European Anti-Money Laundering Directives

De Volksbank takes all reasonable measures to prevent
the bank and/or the financial system from being
misused for money laundering and terrorist financing.
We consider the gatekeeper function to be an integral
part of our business operations as a social bank. The
ongoing changes to the laws and regulations impact
the processes and organisation of de Volksbank. We
continue to collaborate on certain AML-related topics
together with major banks and public parties, the
Financial Intelligence Unit and the national police.

In 2021, de Volksbank continued to participate

in Transaction Monitoring Netherlands (TMNL). In
this initiative, launched by ABN AMRO, ING Bank,
Rabobank, Triodos and de Volksbank, said banks
are joining forces to contribute to boosting the
effectiveness of anti-money laundering and terrorist
financing by bringing together transaction data from
different banks and making meaningful connections
between them.

Sustainability

The EC presented the European Green Deal, a
roadmap to make the EU economy sustainable and
climate neutral by 2050. The Sustainable Finance
Action Plan (SFAP) is an essential part of achieving
these policy goals and impacts de Volksbank directly
in certain areas. We closely monitor these and other
initiatives, changes in sustainability-related laws and
regulations, and assess how they may affect our
business units. In response to this, we continued

to anchor sustainability in the entire organisation,

to integrate sustainability into regular processes -
such as risk management processes - and to make

de Volksbank's contribution to sustainability tangible
through our reporting.

De Volksbank is, for instance, required to disclose
information on how and to what extent our

financing activities are associated with environmentally
sustainable economic activities. The EU taxonomy
provides a classification system of economic activities
that contribute to, and do not harm, the environment
and safeguard minimum social standards at the same
time. For its 2021 Annual report, de Volksbank's meets
the obligation to report on EU Taxonomy eligible
activities.

Furthermore, the EC announced its intention to review
the current regulations for corporate sustainability
reporting, i.e. the Non-Financial Reporting Directive.
We are closely following the implementation of

this revision, the so-called proposed Corporate
Sustainability Reporting Directive. For more detailed
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information on our EU taxonomy obligations, ambition
and (preliminary) reporting outcomes, see our 2021
Integrated Annual Review.

Payment services

As far as payments are concerned, we monitor general
and legislative developments that will or may play a
major role in the coming years.

One such a development is the European Retail
Payment Strategy that is part of the EU’s broader
Open Finance Strategy, in which European acceptance
of instant payments is the key element. ECB's
investigations into the possibility of issuing a digital
euro is another topic that is of great interest to us. In
relation to access to payment accounts, the European
Payments Council (EPC) is developing a new scheme,
SEPA Payment Account Access (SPAA), in which user
cases are included that are mainly related to payment
transactions. This development to a new scheme
concerns payment services on top of the mandatory
services arisen from PSD2. These services do not have
to be provided free of charge. A review of the PSD2 by
the European Commission is expected in 2022.

1.7 Responsible tax policy

De Volksbank and its brands ensure compliance with
the laws and regulations governing their business
operations and activities. Being a social bank, we
believe that this includes a responsible tax policy that
benefits the organisation, our customers and society.
Health, safety, education and other public expenditure
are paid for from tax revenues, and we are well aware
of that. So, we are happy to pay our fair share of tax.
Our tax policy is approved by the Board of Directors
and reviewed by the Audit Committee every year.

The spirit of the law

Naturally, we comply with all relevant tax laws and
regulations. In addition to checking whether we legally
comply with these laws and regulations, we check if
we comply with their real meaning or intention, i.e. the
spirit of the law. With that in mind, it is not appropriate
to push the limits as regards taxation. We have no
objection to being granted a tax benefit as intended

by tax legislation, but will never devise or set up
aggressive tax structures or used tax havens to obtain
one. Nor do we let tax considerations play a decisive
role.

However, this does not mean that we do not take

tax aspects into account in relation to our consumer
loans, such as interest deductions on our customers’
mortgages.

Tax rate

We do not aim for the lowest possible tax rate or an
artificial tax rate reduction. The level of the effective
tax rate is not included in our Tax department's
objectives. This does not mean, however, that the
effective tax rate is always equal to the nominal

tax rate. As there are many differences between
accounting rules and tax rules, the result in the

financial statements may differ from the taxable result.

de Volksbank N.V.

This may alternately result in a lower or higher
effective tax rate.

Tax and Customs Administration

De Volksbank maintains a proactive, open relationship
with the Dutch Tax and Customs Administration, which
is characterised by transparency and mutual trust and
was emphasised by signing an agreement in relation
to so-called Horizontal Tax Monitoring (HTM), a form of
cooperative tax compliance, in 2017.

In 2020, the Dutch tax authorities introduced a

new approach to HTM, tightening the method. De
Volksbank’s current compliance agreement is subject
to a transitional arrangement that will expire on

31 December 2022 at the latest.

De Volksbank and the Dutch tax authorities

regularly discuss potentially important tax position
developments and other tax-related topics. In these
discussions, we not only highlight our own point of
view, but we also highlight arguments that may argue
against our own tax position. When we make mistakes,
we will try to find a solution in consultation with the
tax authorities. In that case, we will pay the taxes

due and accept any other consequences, thus learning
from our mistakes so as to prevent them in the future.
We ensure that our customers experience as few
negative effects as possible.

Tax control and risk management

It goes without saying that our tax control measures
are intended to identify risks and minimise errors.

All our tax control measures combined constitute
our Tax Control Framework, which in turn is part

of de Volksbank’s Integrated Control Framework.

It contributes to tax-compliant products for our
customers, the mitigation of tax risks and the filing
of timely, correct and complete tax returns. Examples
of these tax control measures are training sessions
and presentations for the business and management
alike, regular participation in various internal and
external meetings and the mandatory tax sign-off in
the Product Approval and Review Process.

Tax control measures are reviewed by the Operational
Risk department. A Risk Control Self Assessment
(RCSA) is also performed on an annual basis.

Any concerns about unethical or unlawful tax-related
behaviour of the organisation can be voiced through
the regular processes and procedures of incident
and loss management as well as through the
whistleblowing procedure, even though the latter does
not specifically mention tax.

International aspects

In recent years, the focus on the tax policies

of internationally operatingcorporations, and on
international tax evasion in particular, has increased.
De Volksbank endorses international legislative
initiatives on this issue, such as the OECD's initiative
on Base Erosion and Profit Shifting and the domestic
legislation resulting from these initiatives, even though
not all of these are equally relevant to de Volksbank as
we operate mainly in the Netherlands.
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Nevertheless, we are obliged to report potentially
aggressive cross-border tax arrangements to the Dutch
tax authorities under the Mandatory Disclosure Rules
(MDR/DACS6). These arrangements involve residents of
various countries and may potentially be used for

tax evation purposes by customers, counterparties or
business partners. In view of de Volksbank’s product
range and customer profiles throughout the years, we
expect the number of reports to be limited. In 2021,
de Volksbank did not report any such arrangements
under these regulations.

Taxes paid in 2021

De Volksbank accounted for € 56 million in corporation
tax on the result for 2021. The effective tax rate was
25.8% (2020: 25.2%), slightly higher than the nominal
rate of 25%. The effective tax rate increased due to
the introduction of the minimum capital rule (thin cap
rule) in 2020. This scheme precludes the deduction of
some of the interest expenses. This tax solely relates
to Dutch income tax. As de Volksbank has no foreign
branches, it is not subject to foreign income tax and

is therefore not required to draw up a country-by-
country report.

Apart from income tax, de Volksbank is subject to a
number of other taxes. These taxes and amounts for
2021 are as follows:

+ Payroll tax and social security contributions:
€ 98 million (2020: € 97 million). These are withheld
from employees’ wages but, being part of the
salary costs, are for the account of and paid by de
Volksbank.

* Non-recoverable VAT: € 51 million (2020: 38 million).
The financial services that de Volksbank provides
are mostly exempt from VAT. Consequently,
customers are not charged VAT for these
services. VAT charged to the bank by suppliers
cannot be reclaimed from the Tax and Customs
Administration. The non-deductible VAT thus leads
to an increase in costs for de Volksbank.

+ Just like last year, de Volksbank does not owe any
bank tax in 2021 as the taxable amount on which
de Volksbank owes bank tax remains below the
exemption threshold of the levy.

Tax risk policy on customers and transactions

De Volksbank's procedures and measures to identify,
verify and accept customers are compliant with
applicable Dutch and international regulations, such as
the Common Reporting Standard (CRS) and the Foreign
Account Tax Compliance Act (FATCA). Under the CRS
and FATCA, customer data must be exchanged with the
tax authorities of other countries.

Within the context of the Know-Your-Customer
principle for business owners, we form a standpoint
on their tax attitude. De Volksbank does not provide
direct tax advice to customers, nor do we facilitate tax-
aggressive structures for them.

De Volksbank does not want to invest in or provide
loans to businesses involved in tax scandals, nor do
we cooperate in transactions of which tax savings are
the main objective. We therefore check if a transaction
or standpoint is robust, has sufficient substance and

does not have any negative effects. By this we mean

the following:

+ The standpoint or transaction is robust if it is
consistent with relevant (tax) laws and regulations
and (tax) case law, in which respect prior
consultation with the tax authorities will take place.

+ The standpoint or transaction in question must
have sufficient substance from an economic,
business, or social perspective, ruling out that
taxation is the main reason for the transaction and
plays a decisive role.

+ Prior to the transaction or to forming a standpoint,
we make a considered and reasonable assessment
of whether there is a chance of reputational damage
or any other material negative (tax) consequences.
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1.8 Economic developments

Dutch economy

Still in the grip of the pandemic, the Dutch economy
had a difficult start to the year 2021. The lifting of
measures to limit contact in the spring, however,

led to a consumer-driven turnaround of which the
services companies and large parts of the retail sector
benefitted in particular. Yet, at the end of the year, the
conditions worsened due to a renewed surge of the
pandemic.

The industrial sector continued to perform strongly
despite persistent supply chain disruptions, material
shortages and a sharp rise in input prices. On

balance, the economy fully overcame the pandemic-
induced downturn, and macroeconomic developments
compared favourably to those in most other European
countries.

The government continued to support businesses in
the first three quarters through wage cost subsidies,
reimbursement of fixed costs and tax deferrals. As a
result, bankruptcies fell to a record low in August and
the numbers remained low in the subsequent months.
The year-average unemployment rate fell by 0.6
percentage points of the labour force to 4.2%, despite
a strong inflow of previously inactive workers into the
labour market. Inflation rose by 1.4 percentage points
to an annual average of 2.7%. Especially in the second
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half of 2021, inflation rose mainly as a result of higher
prices for car fuels, natural gas and electricity.

Interest rates and government bond yields

The ECB aimed for favourable financing conditions by
keeping its deposit rate at the low level of -0.5% and
by continuing its bond purchases through its Pandemic
Emergency Purchase Programme (PEPP). Nevertheless,
bond yields rose in the first months of the year

as pandemic-related worries subsided and optimism
about the economic outlook grew. The ECB managed
to stop this movement in yields by stepping up its
bond buying programme. During the summer, bond
yields fell as concerns about the Delta variant took
centre stage, but not much later sentiment turned

as surging energy prices and labour shortages raised
fears that the recorded rise in inflation would not

be as short-lived as assumed earlier. Later in the
autumn, the identification of the Omicron variant led
to renewed safe-haven flows and another drop in
yields, but by the end of the year - as markets started
to look beyond the impact of the pandemic wave -
yields went up once more. The pre-announced ending
of net bond purchases under the PEPP, as well as the
firm conviction by which the US Federal Reserve set
out on its new course also put their stamp on markets
in the final part of the year. On balance, the Dutch
ten-year yield rose from -0.48% to -0.03% over the
reporting period with the lowest level at the start of
the year and peaks of +0.05% in May and October.
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Housing and mortgage market

Conditions on the Dutch housing market became
increasingly tight as the improving labour

market combined with even lower mortgage

rates underpinned potential demand. Furthermore,
potential sellers became increasingly reluctant to sell
because they were afraid they would not be able to
acquire a new home themselves as the number of
houses for sale reached extremely low levels. The
average annual house prices increased by 15.2% on
top of a 7.8% rise in 2020. Although the number

of transactions continued to rise strongly in the first
quarter as a result of changes in the property transfer
tax for first-time buyers, over the full year the number
of transactions fell by 4.0%.

Savings market
Despite exceptionally low savings rates, the Dutch

retail savings market grew to € 407 billion from
€390 billion at year-end 2020.

Average sales price homes Source: €8S
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1.9 Commercial developments

CUSTOMERS
Total number of customers (in 1,000)
Total number of active multi-customers (in 1,000)

PAYMENTS
Total number of current account customers (in 1,000)
Market share of new current accounts’

MORTGAGES

Residential mortgages (gross in € billions)
Market share of new mortgage production (in #)
Market share of mortgage portfolio (in €)

SAVINGS
Retail savings (in € billions)
Market share of retail savings

de Volksbank N.V.

31-12-2021 31-12-2020
3,467 3,342
1,015 949
1,781 1,657

20% 19%
48.2 47.8
5.8% 5.0%
6.1%? 6.2%
45.6 42.1
11.3% 10.8%

1 Source: Ipsos market research, based on Moving Annual Total (MAT), at the end of each reporting period, looking back over the last 12 months.

2 Third quarter 2021 figures because market size figures were not yet available.

Customers and payments

As from 2021, one of our customer KPIs is the number
of active multi-customers. In 2021, this number rose
by 66,000 to 1,015,000. The year-end 2025 target has
been set at 1.3 million. The total number of current
account customers grew by 124,000 to 1,781,000 and
the total number of customers rose by 125,000 to
3,467,000.

De Volksbank’s market share of new current accounts
was slightly down but remained high at 20%

(2020: 17%). This market share is significantly above
the market share on a total portfolio basis of
approximately 9%.

Current account customers per brand

2021 2020
Total current account customers (in 1,000) 1,781 1,657
SNS 998 961
RegioBank 377 334
ASN Bank 406 362

Mortgages

De Volksbank's residential mortgage portfolio,
excluding IFRS value adjustments, grew to € 47.4 billion
(year-end 2020: € 46.2 billion) as new production
exceeded redemptions. As the mortgage rates
remained at all-time low levels, homeowners were
eager to lock in rates for a longer period of

time, increasing their financial security. In a growing
market for new mortgages, de Volksbank’'s new
mortgage production amounted to € 8.1 billion (2020:
€ 6.1 billion). The market share of new mortgages
stood at 5.8%, an increase compared with 2020 (5.0%).
Repayments amounted to € 7.0 billion, compared with
€ 6.5 billion in 2020, mainly due to the rising mortgage
refinancing volumes.

Interest rate renewals amounted to € 2.4 billion, a
decrease compared with 2020 (€ 3.2 billion), mainly
due to lower regular renewals.

Savings

In 2021, savings deposits at de Volksbank grew by
€ 3.5 billion to € 45.6 billion. Our market share
increased to 11.3%, from 10.8% at year-end 2020.
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1.10 Financial results

Profit and loss account

in € millions 2021 2020 Change
Net interest income 775 850 -9%
Net fee and commission income BY 46 -15%
Other income 13 27 -52%
Total income 827 923 -10%
Operating expenses excluding regulatory levies 588 602 -2%
Regulatory levies 79 50 58%
Total operating expenses 667 652 2%
Impairment charges financial assets -58 38 -253%
Total expenses 609 690 -12%
Result before taxes 218 233 -6%
Taxation 56 59 -5%
Net result | 162] 174 7%
Addition to restructuring provisions - -34
Revaluation loan in relation to insolvency of DSB 17 -
Total incidental items 17 -34
Adjusted net result’ | 145] 208 -30%
Cost/income ratio 80.7% 70.6%
Adjusted cost/income ratio 83.3% 65.8%
Return on Equity (RoE) 4.7% 5.1%
Adjusted Return on Equity (RoE) 4.2% 6.1%
Net interest margin (bps) 1.11% 1.30%
Cost/assets ratio as a % of average assets 0.84% 0.92%
Adjusted cost/assets ratio as a % of average assets 0.87% 0.85%

1 For the measurement methodology of these KPIs reference is made to the section Reconciliation of alternative performance measures in this Annual Report.

NET PROFIT INCOME
Compared with 2020, net profit decreased by

€ 12 million to € 162 million (-7%). Net profit included
positive incidental items of € 17 million, consisting

. - : - Breakdown income
entirely of a postive revaluation of € 22 million

before tax related to recognition of legal interest in € millions 2021 2020 Change
on a previous contribution made under the Deposit e —— 775 850  -9%
Guarantee Scheme (DGS) in relation to the insolvency Nt 5 and cemrissen naeme 39 46 -15%
of DSB. Investment income 3 17 -82%
Result on other financial instruments 10 9 -
In 2020, net profit contained € 34 million of negative Other operating income - 1 -100%
incidental items, consisting entirely of a restructuring Totallincore 3% 923 -10%
provision of € 45 million before tax in connection with Net interest margin (bps)' 111% 1.30%
the transformation to a new organisational structure
and agile way of working. 1 For the measurement methodology of these KPIs reference is made to the
section Reconciliation of alternative performance measures in this Annual
Net profit, adjusted for incidental items, decreased Report.

by € 63 million to € 145 million (-30%). This

drop was mainly attributable to € 96 million lower
total income. Furthermore, total adjusted operating . i
expenses increased by € 82 million. This was partly Net interest income

compensated by a € 96 million swing in impairment Net interest income decreased by € 75 million to
charges of financial assets. € 775 million (-9%) and the net interest margin

decreased to 1.11% (2020: 1.30%). This was mainly

due to lower income on mortgages as a result of
interest rate renewals at lower rates. Furthermore, new
mortgage production was concluded at substantially
lower rates than the rates of repaid mortgages. The
residential mortgage portfolio, excluding IFRS value
adjustments?, increased to € 47.4 billion, compared
with € 46.2 billion at year-end 2020.
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In addition, the interest paid on liquidities deposited
with financial institutions, such as the European
Central Bank, rose. This rise was driven by higher
liquidities as a result of substantial growth in deposits.
Furthermore, net interest income included a charge of
€ 13 million related to a provision for a compensation
scheme for customers with a revolving consumer
credit. De Volksbank will compensate retail customers
of SNS and RegioBank who paid too much interest

on their revolving consumer credit facility during the
lifetime of this facility. A charge of € 2 million related to
the execution costs of the scheme has been included
in the operating expenses.

Lower income on mortgages and higher interest paid
on liquidities were only partly compensated by lower
interest expenses on savings. De Volksbank took
several measures in response to the persistently low
and negative interest rates on financial markets and
people saving more at the same time. As from 1
August 2020, SNS, RegioBank and ASN Bank charged
0.5% interest on business customers' savings in excess
of € 1 million. The threshold for charging interest

has gradually been lowered in line with market

rates. As from 1 March 2021, private and business
customers with deposits in excess of € 250,000 were
also charged 0.5% interest. As from 1 July 2021,

de Volksbank brands charge 0.5% interest per year on
that part of the balance that exceeds € 100,000. This
affected around € 4 billion in deposits, equating to
approximately 7% of total deposits and approximately
3% of our savings customers. The negative interest
rate in question is calculated per separate current,
savings and investment account. With effect from

1 April 2022, the brands of de Volksbank will use

the overall account balances per customer as the
threshold. Despite historically low interest rates, we
saw substantial growth of the entire savings market
and in our savings deposits. In 2021, savings deposits
at de Volksbank grew by € 3.5 billion to € 45.6 billion.
Our market share increased to 11.3%, from 10.8% at
year-end 2020.

Net interest income was positively impacted by a
different classification of distribution fees paid by
RegioBank. In the fourth quarter of 2020, RegioBank
changed its commission fee model from a combined
savings balance and customer model to a full-
customer model. As a consequence, distribution fees
paid are classified as fee and commission expenses
instead of interest expenses. The impact of this
modified classification amounted to approximately

€ 18 million compared with 2020.

Compensation received for loss of interest on account
of early repayments of mortgages (prepayment
charges) was exceptionally high as a result of a growing
mortgage refinancing market. This compensation
amounted to € 103 million, up sharply compared with
the level of 2020 (€ 56 million).

Net fee and commission income
Total fee and commission income increased by
€ 16 million to € 137 million (+13%), while total fee

2 Consisting of fair value adjustments from hedge accounting
and amortisations.

de Volksbank N.V.

and commission expenses increased by € 23 million
to € 98 million. On balance, net fee and commission
income decreased by € 7 million to € 39 million, more
than wholly due to the aforementioned € 18 million
classification change in RegioBank's commission fee
model. Excluding this change, net fee and commission
rose by € 11 million. This increase was mainly driven
by an increase in management fees as a result of
higher assets under management, which amounted to
€ 4.8 billion compared with € 3.9 billion at year-end
2020 (+21%). Approximately one-third of the growth

in assets under management was caused by net cash
inflow and the remainder was due to positive stock
market developments. Money transfer and payment
fees and mortgage advisory fees were also higher

in 2021. Finally, the acquisition of property valuation
platform Fitrex B.V., as announced on 1 September
2021, contributed to the increase in net fee income,
although the impact was still very limited.

Investment income

Investment income amounted to € 3 million compared
with € 17 million in 2020. This decrease was
attributable to lower realised results on fixed-income
investments sold as part of asset and liability
management and the optimisation of the investment
portfolio. Compared with the exceptionally high level in
2020, the level normalised in 2021.

Other results on financial instruments

Other results on financial instruments amounted to
€ 10 million compared with € 9 million in 2020. Lower
treasury results were compensated by a higher result
on hedge accounting ineffectiveness.

EXPENSES

Operating expenses and FTE

in € millions 2021 2020 Change
Staff costs 414 427 -3%
Depreciation of (in)tangible assets 20 29 -31%
Other operating expenses 233 196 19%
Of which Regulatory levies 79 50 58%
Total operating expenses 667 652 2%

Incidental revaluation loan in relation
to insolvency of DSB (other operating

expenses) 22

Incidental addition to restructuring

provision (staff costs) -- 45 -
Adjusted operating expenses (3:3:] 607 14%
FTE

Total number of internal FTEs 3,178 3,171 0%
Total number of external FTEs 783 648 21%

Total number of FTEs

m 3,819 4%

Total operating expenses rose by € 15 million to

€ 667 million (+2%), despite a € 67 million swing

in incidental items. In 2021, operating expenses
were positively impacted by a postive revaluation of
€ 22 million before tax related to recognition of legal
interest on a previous contribution made under the
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Deposit Guarantee Scheme (DGS) in relation to the
insolvency of DSB.

Excluding incidental items, total operating expenses
were up € 82 million (+14%), of which € 29 million as
a result of higher regulatory levies. Regulatory levies
amounted to € 79 million (2020: € 50 million), of
which € 11 million was linked to the resolution fund
contribution (2020: € 8 million), and € 68 million to
the ex-ante DGS contribution (2020: € 42 million).
Covered deposit growth was the main cause of the
DGS contribution increase.

Excluding incidental items and regulatory levies,
adjusted operating expenses amounted to

€ 610 million, compared with € 557 million in 2020
(+10%). This € 53 million increase was mainly driven
by € 52 million higher staff costs®. Other operating
expenses were up € 10 million, mainly due to higher
marketing and IT expenses. Depreciation of tangible
and intangible assets was € 9 million lower, due to
reversals of impairment charges on buildings in own
use, the sale of property and the fact that intangible
assets had already been written off at year-end 2020.

The rise in staff costs was mainly driven by an
increase in FTEs and wage inflation. In comparison
with year-end 2020, the total number of FTEs grew

by 142 to 3,961. The increase was mainly related

to customer integrity activities and to the need for
extra capacity at the Service Centers due to higher
volumes. Furthermore, total FTEs increased due to the
implementation of the strategic plan in the areas of IT,
support in the transition to a new way of working and
the SME finance proposition. The number of internal
employees rose by 7 FTEs to 3,178 and the number of
external employees rose by 135 FTEs to 783.

The transition to a uniform and agile way of working
with independent customer and service teams will
lead to more efficient cooperation and a flatter
organisation, which is now expected to resultin a

total loss of 400-450 FTE by 2023. In parallel with this
process, new employees having the knowledge and
skills needed to implement the strategy have been and
will be hired. The first signs of this were visible in 2021.
Exactly how many jobs will be involved over the next
few years will partly depend on the growth rate of our
business.

Adjusted operating expenses divided by average total
assets increased slightly to 87 basis points (bps) from
85 bps in 2020.

3 As from 2021, costs related to outsourced services are
reclassified from external staff expenses to information
technology costs (included in other operating expenses).
The reclassification impact compared with 2020 amounted
to approximately € 20 million.

Impairment charges of financial assets

in € millions 2021 2020
Residential mortgages -46 29
Consumer loans 3 -1
SME loans -12 8
Other corporate and government loans -4 0
Investments 1 0
Other 2

Total impairment charges financial assets [JIEE] 38

Cost of risk total loans' -0.12% 0.08%
Cost of risk residential mortgages' -0.10% 0.06%
Cost of risk SME loans' -1.56% 1.16%

1 For the measurement methodology of these KPIs reference is made to the
section Reconciliation of alternative performance measures in this Annual
Report.

Impairment charges of financial assets consisted of

a € 58 million reversal, compared with a charge of

€ 38 million in 2020 in connection with the Covid-19
pandemic. A more detailed description of the credit
loss provisioning is set out in the Section 3.3 Credit
risk.

Residential mortgages

Impairment charges on residential mortgages
consisted of a reversal of € 46 million, compared

with a charge of € 29 million in 2020. The reversal
followed from the improved economic outlook, most
notably higher house prices. The management overlay
applied increased compared with year-end 2020

on the back of greater uncertainty regarding the
substantially decreased modelled provisions. Mid-2020
de Volksbank introduced this management overlay to
reflect the high degree of uncertainty about economic
developments in the Netherlands and the financial
resilience of customers whose incomes are negatively
affected by the Covid-19 pandemic.

Consumer loans

Impairment charges on consumer loans consisted of
a charge of € 3 million for off-balance sheet items,
compared with a reversal of € 1 million in 2020. This
increase was mainly driven by the implementation of a
new regulatory definition of default.

SME loans

Impairment charges on SME loans consisted of a
reversal of € 12 million as a result of an improved
economic outlook, in particular a reduction in the
expected number of insolvencies. There was also a
decrease in stage 3 loans.

In 2020, impairment charges amounted to € 8 million
due to an increase in stage 2 loans owing to the
deteriorated economic outlook used in scenarios to
determine the credit loss provision.

Other corporate and government loans
Impairment charges on other corporate and
government loans consisted of a € 4 million reversal,
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mainly caused by the lower credit risk on one specific
loan. In 2020, there was no reversal.

Outlook

Based on the current outlook for economic growth,
housing prices and interest rates we expect total
income to hold up well compared with the level in
2021. Lower interest income on mortgages in the
sustained low interest rate environment is expected to
be largely absorbed by lower retail funding expenses
and higher net fee and commission income, reflecting
the progress of our growth initiatives.

For 2022, operating expenses are projected to be
higher compared with 2021, mainly driven by strategy-
related expenses and the absence of the incidental
item as in 2021.

Economic developments in the Netherlands and their
consequences for the financial resilience of our
customers are highly uncertain. This may affect our
credit loss provisioning. Based on the current outlook
and due to the sound quality of our loan portfolio, we
expect the level of impairment charges on loans and
advances to be low in 2022.

In February 2022, in response to the violation of
Ukraine's sovereignty, various sanctions were issued
against Russia, Belarus and parts of Ukraine. We do
not have material direct exposure to Ukraine, Russia or
Belarus, nor do we expect to have a material indirect
exposure to said countries. However, the economic
consequences of the situation in Ukraine and their
impact on de Volksbank are at this time difficult to
estimate.

All'in all, we expect the net profit for 2022 as a whole
to be lower compared with 2021.

de Volksbank N.V.
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1.11 Reconciliation of alternative incidental nature, thus limiting insight into underlying

developments.
performance measures evelopments
+ In 2021, net profit included positive incidental

Our financial results are prepared and reported in items of € 17 million, entirely consisting of a
accordance with IFRS, as detailed in the Financial postive revaluation of € 22 million before tax
statements on page 150. related to recognition of legal interest on a previous

contribution made under the Deposit Guarantee
We also present alternative performance measures, Scheme (DGS) in relation to the insolvency of DSB.
i.e. non-IFRS financial measures. These include + In 2020, net profit included negative incidental items
adjusted performance that we use to align internal of € 34 million, entirely consisting of a restructuring
and external reporting, identify and quantify items that provision of € 45 million before tax in connection
management believes to be significant, and provide with the tranformation to a new organisational
insight into how management assesses the bank's structure and agile way of working.

period-on-period performance.
Definitions of additional ratios presented on page 6-7

To derive adjusted performance, we adjust for certain of this Annual Report and in other sections of the
incidental items, i.e. items that have an impact on Report of the Board of Directors are presented in the
the net result in excess of €15 million and have an table Non-IFRS financial measures on the next page.

Reconciliation of reported to adjusted net result

2021 2020

. . Adjust- Adjust-
in € millions . .

Reported ments Adjusted Reported ments Adjusted
Net interest income 775 775 850 850
Net fee and commission income 39 39 46 46
Investment income 3 3 17 17
Other result on financial instruments 10 10 9 9
Other income -- -- 1 1
Total income 827 827 923 923
Staff costs 414 414 427 -45 382
Depreciation and amortisation of tangible and
intangible assets 20 20 29 29
Other operating expenses 233 22 255 196 196
Of which: regulatory levies 79 79 50 50
Total operating expenses 667 22 689 652 -45 607
Of which: operating expenses excluding regulatory levies 588 22 610 602 -45 557
Impairment charges of financial assets -58 -58 38 38
Of which: residential mortgages -46 -46 29 29
Of which: consumer loans 3 3 -1 -1
Of which: SME loans -12 -12 8 8
Of which: other corporate and government loans -4 -4 - --
Of which: investments 1 1 -- --
Of which: other - - 2 2
Total expenses 609 22 631 690 -45 645
Result before taxation 218 -22 196 233 45 278
Taxation 56 -5 51 59 " 70

Net result for the period 162 -17 145 174 34 208
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NON-IFRS FINANCIAL MEASURES

KPIs and adjusted KPIs

in € millions

Cost/income ratio

Total operating expenses'
Total income
Cost/income ratio

Return on Equity (RoE)

Net result
Average month-end total equity
Return on Equity (RoE)

Net interest margin (bps)

Net interest income
Average month-end total assets
Net interest margin (bps)

Cost/assets ratio as a % of average assets

Operating expenses excluding regulatory
levies

Average month-end total assets
Cost/assets ratio as a % of average assets

de Volksbank N.V. Annual Report 2027

2021 2020

Reported Adjustments Adjusted Reported Adjustments Adjusted

Total operating expenses (including regulatory levies) as percentage of total income.

667 22 689 652 -45 607
827 827 923 923
80.7% 83.3% 70.6% 65.8%

Net result for the period from continuing operations as percentage of average month-end
total equity for the reporting period.

162 =17 145 174 34 208
3,458 3,458 3,410 3,410
4.7% 4.2% 5.1% 6.1%

Net interest income as percentage of average month-end total assets for the reporting
period.

775 775 850 850
69,958 69,958 65,385 65,385
1.11% 1.11% 1.30% 1.30%

Total operating expenses excluding regulatory levies as percentage of average month-end
total assets for the reporting period.

588 22 610 602 -45 557
69,958 69,958 65,385 65,385
0.84% 0.87% 0.92% 0.85%

1 As from 2021, the total operating expenses are used to calculate the Cost/income ratio. Previously, the operating expenses excluding regulatory levies were

used. This change is in line with market practice and provides a better insight in the development of our profitability. The comparative figures have been

adjusted accordingly.

Cost of risk

in € millions
Cost of risk

TOTAL LOANS

2021 2020

Impairment charges of financial assets as percentage of average month-
end loan portfolio exposure for the reporting period.

Impairment charges of financial assets - total loans -59 38
Average month-end portfolio exposure - total loans 49,417 47,500
Cost of risk total loans -0.12% 0.08%
RESIDENTIAL MORTGAGES

Impairment charges of financial assets - residential mortgages -46 29
Average month-end portfolio exposure - residential mortgages 46,465 48,333
Cost of risk residential mortgages -0.10% 0.06%
SME LOANS

Impairment charges of financial assets - SME loans -12 8
Average month-end portfolio exposure - SME loans 769 690
Cost of risk SME loans -1.56% 1.16%
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Loan-to-Deposit ratio (LTD)

in € millions
Loan-to-Deposit ratio (LtD)

2021

2020

Loans and advances to retail customers as a percentage of amounts due

to retail customers

Total loans and advances to customers 50,727
IFRS value adjustments 810
Loans and advances to other corporates and governments (cash loans VFM) 431
Loans and advances to retail customers 49,486
Total amounts due to customers 58,128
Amounts due to non-retail customers (private loans VFM) 571
Amounts due to retail customers 57,557
Loan-to-Deposit ratio (LtD) 86%

50,542
1,572
442
48,528

53,652
628
53,024
92%
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2.1 Supervisory Board and Board
of Directors

Supervisory Board

Risk &
Compliance
Committee

People &
Organisation
Committee

Audit
Committee

Composition, appointment and

functioning of the Board of Directors
The Supervisory Board draws up a generic profile for
the Board of Directors (the Board) in consultation

with the Board itself. This profile specifies the
required knowledge, suitability, expertise, integrity and
availability of the Board and its members. It also sets
out the relevant aspects of diversity and inclusion,
such as nationality, age, gender and background with
regard to education and professional experience. At
the end of 2021, the percentage of women on the
Board was 33%, taking into account the vacancies for
CFO and COO positions. Our 2025 target has been

set at a female/male ratio of 40/60%. De Volksbank's
Diversity and Inclusion Policy focuses on recognising
and valuing both customers' and employees' diversity.
The purpose of the policy is to contribute optimally

to the execution of the bank's strategy. The generic
profile for the Board has been approved by NLFI and
published on our website. The profile has not changed
in 2021.

Composition of the Board of Directors
The following is a concise description of the Board
members' professional experience:

Martijn Gribnau
1964 - Nationality: Dutch

Martijn Gribnau joined the Board on 17 June 2020
and was appointed Chief Executive Officer with effect
from 15 August 2020. He holds one other board
position, i.e. member of the Board of the Dutch
Banking Association. Prior to joining de Volksbank,
Martijn was employed at Postbank, ING Bank

and Nationale-Nederlanden, where he held various
executive positions in the Netherlands and abroad,
including that of General Manager of the Dutch

Retail Board and Insurance Board of ING and CEO

de Volksbank N.V. Annual Report 2027

of ING Insurance Hungary and Bulgaria. At Genworth
Financial/Life and Long Term Care Insurance, a US-
based financial services provider, Martijn held the
positions of CTO and COO.

Jeroen Dijst
1971 - Nationality: Dutch

Jeroen Dijst was appointed to the Board on 1 August
2016 and reappointed on 23 April 2020. Jeroen

is Chief Risk Officer and holds no other board
positions. Before joining de Volksbank, Jeroen served
as Managing Director of ALM/Treasury and member
of the Management Group of ABN AMRO. Prior to
that, Jeroen served as CRO and member of the Board
of Directors of Fortis Bank Nederland. Jeroen started
his career at VSB Bank as an Economic Research
Treasury/ALM assistant.

Marinka van der Meer
1969 - Nationality: Dutch

Marinka van der Meer was appointed to the Board

on 28 September 2018. Marinka is Chief Customer
Officer and holds one other position: member of the
Consumer Affairs Committee of the Dutch Banking
Association. Before joining de Volksbank, Marinka was
CEO of Argenta Nederland. Prior to that, she held
various positions in the banking and insurance sector.
Before joining Postbank in 1997, she started her career
at Centrum voor Marketing Analyses in 1994.

John Reichardt
1958 - Nationality: Dutch

John Reichardt was appointed to the Board on 15 April
2021. John was the interim Chief Financial Officer up
to and including 31 December 2021 and held no other
board positions during this period.

Prior to joining de Volksbank John served on the
Executive Board of BNG Bank for twelve years. He
started his banking career in 1985 at the former AMRO
Bank, where he held various positions in its branch
network.

Appointment of the members of the

Board of Directors

Members of the Board are appointed by NLFI on
nomination by the Supervisory Board after approval
by the supervisory authorities. NLFI suspends and
dismisses members of the Board.

Marcel Klopper, currently Hub & Expertise lead
Balance Sheet Management, performed many of
the CFO's duties from 5 September 2020 until the
appointment of John Reichardt, who acted as interim
CFO from 15 April 2021 until 31 December 2021. As
from this date and until a new CFO is appointed,
Martijn Gribnau will assume the CFO'’s duties. As far
as the COO role is concerned, both Martijn Gribnau
and Marinka van der Meer have performed many of
the COO's duties since 12 November 2020. They will
continue to do so until the Executive Committee (ExCo)
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is installed in the second quarter of 2022 (as set out in
more detail below).

Composition of the Board of Directors as at
31 December 2021

Appointed
Name until
Martijn Gribnau CEO & COO a.i. AGM 2024
Jeroen Dijst CRO AGM 2024
Marinka van der Meer Cco AGM 2022
John Reichardt CFO a.i. n.a.

1 CFO a.i. as from April 2021 until 31 December 2021.

Changes in the senior management

structure in 2022

As part of the new strategic plan for 2021-2025,

as from the second quarter of 2022, de Volksbank

will introduce an Executive Committee (ExCo) to

add focus and balance to the management of the
changing organisation. This is key to a successful
implementation. The ExCo will consist of four statutory
Executive Board members and three non-statutory
Senior Executives. The below three positions will be
added to the ExCo as non-statutory members and,
together with the members of the Board, will form the
Executive Committee:

* Chief Transformation Officer (CTO)
* Chief Information Officer (CIO)
+ Chief People and Organisation Officer (CPOO)

The recruitment and selection process for these last
three positions is currently ongoing. As a result of
the introduction of the ExCo, the position of Chief
Operations Officer (COO) in the Board will lapse.

Functioning of the Board of Directors
The Articles of Association of de Volksbank contain a
list of the duties of the Board and the rules governing
its functioning. Additional practical arrangements on
how the Board is to exercise its duties and powers
are defined in the Regulations for the Board and in
the Memorandum of Understanding between NLFI and
de Volksbank. The Regulations for the Board were
adjusted with effect from 11 February 2021. On 12
August 2021, the Supervisory Board approved new
regulations for the ExCo, which will be effective on
the date of installation of the ExCo, i.e. in the second
quarter of 2022.

The Board meets every week and takes decisions by
a majority of votes. In order to fulfil the mission and
ambition of de Volksbank, the Board continuously and
explicitly weighs up the interests of all stakeholders.

In 2020, the Board experienced differences of opinion
that resulted in the departure of the CFO and COO
for a variety of reasons. In response, an independent
survey into the Board dynamics was commenced. The
bank’s sole shareholder, NLFI, fulfilled a monitoring
role. On 18 February 2021 the findings of the survey

were disclosed by de Volksbank. The researchers
concluded that the Board and the Supervisory Board
had not functioned in the best possible way in the
recent past and that the relationship between the two
bodies was not always a healthy one. The Board and
Supervisory Board considered the report to be critical.

The Supervisory Board concluded that the measures
the Supervisory Board had introduced in the second
half of 2020 together with the Board were in

line with the researchers’ findings. These measures
included a change of the composition of the Board
and streamlining of the bank’s senior management
structure. Furthermore, the collaboration within the
Board and between the Board and the Supervisory
Board is evaluated regularly and the researchers’
suggestion to execute the onboarding process more
carefully and for a longer period of time was adopted.

Composition, appointment and

functioning of the Supervisory Board
The Supervisory Board is composed in such a way
that it has sufficient expertise to properly perform

its duties. The Supervisory Board draws up a generic
profile for its members. This profile specifies the
required knowledge, suitability, expertise, integrity and
availability of the Supervisory Board and its members.
It also sets out the relevant aspects of diversity

and inclusion, such as nationality, age, gender and
background with regard to education and professional
experience. At the end of 2021, 40% of the Supervisory
Board positions were filled by women, in line with

our target for 2025. De Volksbank’s Diversity and
Inclusion Policy focuses on recognising and valuing
both customers’ and employees’ diversity. This policy
also applies to the Supervisory Board. The generic
profile of the Supervisory Board has been approved

by NLFI and published on our website. The generic
profile of the Supervisory Board was amended as from
1 November 2021. When a new member is appointed,
the Supervisory Board will propose a candidate to the
Annual General Meeting (AGM), taking this profile into
account.

Composition of the Supervisory Board
The composition of the Supervisory Board is such
that its members can operate independently of each
other and of the Board within the scope of the
Supervisory Board's generic profile. In addition to its
role of supervisor, the Supervisory Board also fulfilled
the role of employer, adviser and sparring partner to
the Board.

The following changes in the composition of the
Supervisory Board took place in 2021:

* 11 March: Jan van Rutte, at that time Chair of the
Supervisory Board, announced that he would step
down early and would stay on until a successor was
found;

+ 21 April: the terms of office of Monika Milz and
Sonja Barendregt - Roojers expired in conformity
with the rotation schedule and both indicated not
to be available for reappointment;
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+ 13 August: Gerard van Olphen was appointed Chair
of the Supervisory Board on the same day Jan van
Rutte stepped down;

+ 20 September: Jeanine Helthuis and Petra van
Hoeken were appointed to the Supervisory Board.
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Since 20 September 2021, the Supervisory Board

has consisted of Gerard van Olphen (Chair), Jeanine
Helthuis, Petra van Hoeken, Aloys Kregting and Jos van
Lange.

Composition of the Supervisory Board as at 31 December 2021

31-12-2021

Gerard van Olphen
Jeanine Helthuis
Petra van Hoeken
Aloys Kregting

Jos van Lange

The following is a concise description of the
Supervisory Board members' professional experience:

Gerard van Olphen
1962 - Nationality: Dutch

Gerard van Olphen was appointed as a member and
Chair of the Supervisory Board of de Volksbank N.V. on
13 August 2021. Gerard is also a member of the People
& Organisation Committee (P&OC). His term of office
will expire on the date of the AGM of 2025.

Other positions held by Gerard on 31 December 2021

are:

+ Member of the Supervisory Board of a.s.r. / member
of the Audit & Risk Committee and member of the
Nomination & ESG Committee

+ Member of the Supervisory Board of the Dutch
Heart Foundation

+ Member of the Identification Board of the Royal
Netherlands Institute of Chatered Accountants
(NBA)

Gerard has extensive executive-level experience at
various financial institutions with roots in Dutch
society. In the spring of 2021, he stepped down as
Chair of the Executive Board of APG, the Dutch pension
investor. Prior to that, he was Chair of the Executive
Board of SNS REAAL and, after the split-off, he briefly
served as Chair of insurance company Vivat, acquired
at the time by the Anbang Insurance Group. Earlier in
his career he held the positions of CFRO and Vice Chair
of the Executive Board of Achmea, CEO of NIBC Asset
Management and member of the Executive Committee
of NIB Capital. From 1991 to 2001, he held several
policy-making positions at SNS REAAL, including that
of CEO of REAAL.

Jeanine Helthuis
1962 - Nationality: Dutch

Jeanine Helthuis was appointed as a member of the
Supervisory Board on 20 September 2021. Jeanine is
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also Chair of the P&OC and a member of the Risk &
Compliance Committee (R&CC). Her term of office will
expire on the date of the AGM of 2025.

Other positions held by Jeanine on 31 December 2021

are:

* Managing Director at Van Doorne

+ Vice Chair of the Supervisory Board of ProRail /
member of the Audit Committee, Selection
& Appointment Committee and Remuneration
Committee

Jeanine has broad managerial experience in leading
Dutch service providers, including companies in the
banking sector. She has held various board and
senior management positions at several companies
in the logistics sector and in the financial services
industry. Jeanine is currently a Managing Director at
Van Doorne, a Dutch law firm. Prior to that, she was
General Manager at PC Uitvaart (2015 - 2020) and
Chair of the Board of Directors of Monuta (2009 -
2012). In the intervening period (2013 - 2014), she
chaired the working group of the Dutch Investment
Institution (NII). Jeanine is currently also Vice Chair
of the Supervisory Board of ProRail, and was a
Supervisory Board member at Van Lanschot Kempen
until May 2021.

From 2006 - 2009, Jeanine sat on the Managing Board
of Fortis Bank Nederland in the capacity of CEO of its
Retail Bank, and from 1991 - 2005 she held various
senior management positions at KPN. Jeanine started
her career at Nedlloyd.

Petra van Hoeken
1961 - Nationality: Dutch

Petra van Hoeken was appointed as a member of the
Supervisory Board on 20 September 2021. Petra is
also Chair of the R&CC and a member of the Audit
Committee (AC). Her term of office will expire on the
date of the AGM of 2025.
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Other positions held by Petra on 31 December 2021

are:

+ Member of the Supervisory Board of Nordea /
member of the Risk & Compliance Committee and
member of the Audit Committee

+ Member of the Supervisory Board of NWB Bank /
Chair of the Risk & Compliance Committee and
member of the Audit Committee

« Member of the Supervisory Board of Oranje Fonds /
member of the Audit Committee and member of
the Investment Committee

+ Adviser to the Ministry of Economic Affairs and
Climate Policy / Chair of the Credit Committee of the
Corporate Finance Guarantee Scheme (GO Scheme)

+ Member of the Donations Review Committee of
Leiden University

Petra has extensive managerial and banking
experience at Dutch and international banks. Until the
end of 2020, Petra was Chief Risk Officer (CRO) on the
Executive Committee of the Intertrust Group. Prior to
that, she was CRO and a member of the Managing
Board at Rabobank (2016 - 2019), during which period
she was responsible for Legal & Compliance and Risk
Management of the Rabobank Group. Petra held a
similar position at NIBC (2011 - 2016). Petra started
her career in 1986 at ABN AMRO where, after having
held various international positions, she became
responsible for EMEA & Global Risk Management as
CRO. After the split-off from ABN AMRO, she held the
same position for RBS.

Aloys Kregting
1967 - Nationality: Dutch

Aloys Kregting was appointed as a member of the
Supervisory Board on 24 August 2018. His term of
office will expire on the date of the AGM of 2022.
Aloys is also member of the a AC and a member of
the P&OC.

Profile

Social identity

banks
Customers

Strategy

31-12-2021

Gerard van Olphen
Jeanine Helthuis .
Petra van Hoeken
Aloys Kregting . .

Jos van Lange . . .

Appointment of members of the
Supervisory Board

Members of the Supervisory Board are appointed
upon nomination by the Supervisory Board. The AGM
suspends and dismisses members of the Supervisory
Board.

Distribution

Other positions held by Aloys on 31 December 2021

are:

»  Chief Information Officer (CIO) at AkzoNobel N.V

* Member of the Supervisory Board of the Utrecht
University Medical Centre (UMC)

Aloys started his career as IT Manager at KPN in 1992,
From 1999 to 2008, he was employed at Unilever as

IT Manager and from 2004 in the role of CIO. Aloys
worked for DSM from 2008 to 2016. During this period
he held the positions of CIO and CSO. Aloys has been
ClO at AkzoNobel since 2016.

Jos van Lange
1956 - Nationality: Dutch

Jos van Lange was appointed as a member of the
Supervisory Board on 1 May 2018. His term of office
will expire on the date of the AGM of 2022. On

20 September 2021, Jos took the reins as Chair of the
AC and remained a member of the R&CC.

Other positions held by Jos on 31 December 2021 are:

+ Chair of the Supervisory Board/Chair of the People
and Organisation Committee of Zuyderland Medisch
Centrum

+ Vice Chair of the Supervisory Board of Bouwinvest
N.V. / Chair of the Audit, Risk & Compliance
Committee

« Member of the Board of Governors of Tilburg
University / Chair of the Audit Committee

+ Member of the Investment Advisory Committee of
cooperative DELA

+ Chair of the Landgoed Kasteel Geldrop Foundation

Jos held the position of CEO at Rabo Real Estate Group
from May 2013 until July 2017 and the position of
CFRO from December 2006 until May 2013. From 1980
until 2006, Jos held various financial and business-
oriented positions within Rabobank.

[
£

c *? 8
T 2 = = o
C (=) e} E
T © = [

(] = c @ o
2 e 3 = g ©
2 >
Q (<) = 5 © X 5
g o < g 9] & c » 3
a o = a = a ic 2 ©

Functioning of the Supervisory Board

In performing its duties, the Supervisory Board
continuously weighs up the interests of all its
stakeholders to fulfil the mission and ambition of de
Volksbank. The Supervisory Board members operate
independently of each other within the meaning of the
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Dutch Corporate Governance Code and in accordance
with DNB's position on the independent functioning
of the Supervisory Board. The Articles of Association
contain a list of the duties and rules governing the
Supervisory Board's functioning. In addition, both

the regulations for the Supervisory Board and the
Memorandum of Understanding (MoU) agreed with
NLFI include additional agreements on the way in
which the Supervisory Board should exercise its duties
and powers and with regard to the appointment of the
Chair of the Supervisory Board and the CEO.

The Articles of Association and MoU were not
amended in 2021. The regulations for the Supervisory
Board were last amended on 11 February 2021.

The Supervisory Board meets at least six times a year,
and takes decisions by a majority of votes.

de Volksbank N.V.
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2.2 Report of the Supervisory
Board

The Supervisory Board has formed the following
committees from within its own ranks: the Audit
Committee (AC), the Risk & Compliance Committee
(R&CC) and the People & Organisation Committee
(P&OQ).

The task of these committees is to prepare the
decision-making of the Supervisory Board and to
support the Supervisory Board by providing advice on
various topics. The Supervisory Board has drawn up
regulations for each of these committees and appoints
the chairs.

Composition of committees on 31 December
2021

AC R&CC P&0OC
Gerard van Olphen Member
Jeanine Helthuis Member Chair
Petra van Hoeken Member Chair
Aloys Kregting Member Member
Jos van Lange Chair Member

Audit Committee

The AC assists the Supervisory Board in reviewing the:
(i) reliability of the financial reporting process and
risk assessment of issues that can influence financial
reporting;

(i) structure and functioning of the internal risk
management system in all matters concerning
accounting and tax policies and practices, and the
internal control system, and relevant statutory and
regulatory compliance; and

(iii) independence and functioning of the internal and
external auditors.

The AC is composed of at least three members. On

31 December 2021, the committee comprised the
following members: Jos van Lange (Chair), Petra van
Hoeken and Aloys Kregting. The CEO, the CFO, the CRO,
the Director of Audit and the external auditor (EY) are
permanent attendees at every meeting. In addition,
the COO is invited to discuss ITC-related issues. The
Chair of the AC, the Director of Audit and the external
auditor hold a preliminary consultation prior to the
meeting. In addition, the Chair of the AC and the

CFO also hold a preliminary consultation prior to the
meeting. At least once a year, an AC meeting is held
at which only the Director of Audit and the external
auditor are present. The Regulations for the Audit
Committee were last amended on 11 February 2021.

The AC convened four times in 2021. At each meeting,
the AC discussed the reports issued by Audit and
received regular updates, either in writing or verbally
from EY, the external auditor. Top risks related to

both the internal control risks and financial risks were
explicitly addressed. Also, the quarterly results were
discussed in depth each quarter. The design, existence

and operation of the internal control systems were
also regularly on the agenda, with the AC paying
specific attention to the improvement programmes
that were put in place to strengthen internal control
and to make the reporting processes more robust.

The AC was also informed on a quarterly basis of
developments in the field of ITC, including key controls
reporting and cyber security.

Specific topics discussed in the AC in 2021 included:

1. As regards the reliability of the financial reporting

process:

+ 2020 Integrated Annual Review Report

* 2020 Annual Report

» 2020 ESG Report

+ Monthly and Quarterly Business Reviews, interim
and annual figures, related press releases and Pillar
3 reports

+ Updated Dividend Policy, ECB recommendation and
planned dividend distribution for 2019 and 2020

+ Management reports

* Accounting issues, including Covid-19 impact

+ 2022-2025 Operational Plan

+ Non-credit risk provisioning and Litigation
Statement

+ Tax policy and periodic tax updates

2. As regards the structure and functioning of matters

concerning accounting and tax policies and practices,

internal control, and relevant statutory and regulatory

compliance:

* Quarterly reports drawn up by Audit and EY

* Quarterly reports drawn up by ITC

+ Tax policy and updates

+ Data management

+ Risk Review of the 2022-2025 Operational Plan

+ Joint management letter of EY and Audit

+ Audit/EY meeting on the functioning and attitude of
the Board of Directors (tone at the top)

+ 2022 Audit Plan

* Quarterly reports drawn up by the Supervisory
Office

3. As regards the independence and functioning of the
internal and external auditors:

+ 2022 Audit charter

+ Audit's performance assessment

+ EY Audit plan, risk assessment and updates

+ Risk assessment and 2022-2024 Audit plan

+ Performance assessment of the external auditor

Risk & Compliance Committee

The R&CC assists the Supervisory Board in its role of
supervisor of de Volksbank's structure and functioning
of the internal risk management system (three lines of
defence) and control system, in conjunction with the
bank's overall risk appetite and strategic objectives.

The R&CC is composed of at least three members. On
31 December 2021, the R&CC comprised the following
members: Petra van Hoeken (Chair), Jeanine Helthuis
and Jos van Lange. The CEO, CRO, CFO, and the
Directors of Audit and Compliance are permanent
attendees at every meeting. The Chair of the R&CC
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and the CRO hold a preliminary consultation prior to
the meeting. The Chair of the Supervisory Board and
the Chair of the R&CC both have regular meetings with
the Director of Compliance. The Regulations for the
Risk & Compliance Committee were last amended on
13 February 2020.

The R&CC convened four times in 2021. In every
regular meeting, the R&CC reflected on the financial,
non-financial and strategic risks subsequent to
discussing the risk context and the risk management
function.

Specific topics discussed in the R&CC in 2021 included:

+ Covid-19 impact

+ Quarterly reports on risk context, financial, non-
financial and strategic risks

+ Path to Green: Reporting Risk

+ Excess liquidity approach

« 2021-2022 Risk appetite statements (RAS)

+ In-control statements

+ Remedial action plan 2020 Supervisory Review &
Evaluation Process (SREP) letter and draft 2021 SREP
letter

+ Quarterly reports drawn up by the Supervisory
Office

+ 2021 Annual Report on whistle-blowers’ scheme

« Transaction monitoring and customer integrity,
including S(C)IRA

+ Cyber security risks

* PHIRM 3.1 impact

« ECB guidelines on climate and related
environmental risks

* Quarterly reports drawn up by Compliance

+ 2021 Compliance Charter

+ Status updates on the Compliance Enhancement
Programme

+ Periodic updates on the various loan portfolios

+ 2021 Risk analysis remuneration

People & Organisation Committee

The P&OC assists the Supervisory Board in matters
that include the (i) remuneration policy and terms of
employment of the members of the Board, senior
management and employees; (ii) appointment policy
of the Supervisory Board, the Board and senior
management; (iii) organisational changes and internal
succession issues; and (iv) supervision of the way in
which the Board performs its employer's duties.

The P&OC is composed of at least three members.

On 31 December 2021, the committee comprised

the following members: Jeanine Helthuis (Chair), Aloys
Kregting and Gerard van Olphen. The CEO and the
Director of HR are permanent attendees at every
meeting. The Chair has consultations with the Chair of
the Works Council on a regular basis. The Regulations
for the People & Organisation Committee were last
amended on 11 February 2021.

The P&OC convened four times in 2021.

Specific topics discussed in the P&OC in 2021 included:
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1. As regards the remuneration policy and terms of
employment of the members of the Board, senior
management and employees:

* Annual review and risk analysis of the remuneration
policies of the Board, senior management, Identified
Staff and Non-Identified Staff

+ Adoption of the 2021 list of Identified Staff

+ Adoption of the 2020 Remuneration report for
Identified Staff

* 2020 Remuneration report

+ Determination of peer group for Board benchmark

+ KPl assessment and achievements of Board and
senior management for 2020

+ Progress updates on KPIs for Board and senior
management for 2021

* Proposal on KPIs for the Board for 2022

2. As regards the appointment policies of the

Supervisory Board, the Board and senior management:

* Succession process and (re)appointment of the
members of the Board and senior management

+ Self-assessment and lifelong learning of the Board
and Supervisory Board

3. As regards organisational changes and internal

succession issues:

+ Requests for advice in relation to the transformation
to an agile organisation and agile way of working

+ Changes in the top management structure

+ Amendments to the generic profile of the
Supervisory Board

+ 2021-2022 approach to diversity and inclusion

+ Future of learning and development

4. As regards the supervision of the way in which the

Board performs its employer's duties:

+ Results of the 2021 employee surveys

* Quarterly survey of HR subjects added to the QBR

+ Salary structure of high earners (employees whose
salaries are not covered by the collective agreement)

+ Amendments to the Collaboration Agreement with
the Works Council

+ Discussion of HR dashboard, including sickness
absence, staff turnover and other indicators of the
quality of the work environment

+ Covid-19 impact and ‘New Way of Working (HNW)
Policy’ 2.0

* Report on the gender pay gap at de Volksbank

Meetings of the Supervisory Board

The Supervisory Board convened seven times in 2021.
All regular meetings were attended by all members of
the Supervisory Board. In a number of extraordinary
Supervisory Board meetings that were not attended by
the Board, discussions focused on such topics as i) the
above-mentioned survey report into Board dynamics
at de Volksbank; ii) the new top management structure
(including relevant status updates on the recruitment
and selection processes involved for CFO, CIO, CTO and
CPOO); iii) the Supervisory Board's approach in its new
composition as from 20 September 2021.

Members of the Board and the Company Secretary are
permanent attendees at Supervisory Board meetings.
For the first hour of each meeting, the Supervisory
Board meets in private.
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Supervisory Board attendance in 2021"

Total meetings per

Supervisory Board member SB AC R&CC P&OC
Jan van Rutte 6/6 2/2 2/2 3/3
Sonja Barendregt-Roojers 3/3 11 171

Monika Milz 3/3 171 171 171
Gerard van Olphen 11 11
Jeanine Helthuis 7 (Al 11
Petra van Hoeken 11 11 11

Aloys Kregting 717 4/4 2/2 4/4
Jos van Lange 717 4/4 4/4 2/2
Total attendance 100% 100% 100% 100%

1 As from 21 April 2021 the Supervisory Board consisted of three members,
as a result of which all members attended all committee meetings, which
were held on 26 May 2021 and 10 August 2021. Jeanine Helthuis and Petra
van Hoeken were appointed to the Supervisory Board on 20 September
2021 and Jos van Lange was appointed Chair of the AC on the same date.

In 2021, topics discussed by the Supervisory Board in
regular meetings included, but were not limited to:

EXECUTION OF DE VOLKSBANK'S STRATEGIC PLAN
2021-2025

At the beginning of 2021, the new strategic plan

was presented to NLFI and later in the year it was
discussed in NLFI's progress report to the Minister

of Finance. In 2021, the Board closely involved

the Supervisory Board in the progress on strategy
execution, in particular with respect to the growth
priorities of de Volksbank’s brands’ including a number
of supporting internal transformations, its targets with
respect to climate-neutral balance sheet achievements
in 2025 and its progress on societal impact. The years
2021 and 2022 are considered years of investment
intended to achieve an increase in customer focus and
a higher level of digitisation.

2022-2025 OPERATIONAL PLAN

The Board presented and explained the 2022-2025
Operational Plan to the Supervisory Board in a regular
meeting in November 2021. The Supervisory Board
approved the 2022-2025 Operational Plan in the

same meeting. The 2022-2025 Operational Plan was
supported by detailed and well-substantiated second-
line advice, of which the Supervisory Board took due
note.

IMPLEMENTATION OF AN AGILE ORGANISATION AND
AGILE WAY OF WORKING

In the Supervisory Board's regular meetings the Board
informed the Supervisory Board of the impact of
'Klantificeren Graag!' and the progress made with the
agile transformation. The Supervisory Board discussed
the impact on staff of this transformation with the
Works Council. During the Supervisory Board's off-site
meeting on 26 January 2022 the Supervisory Board
was informed more in depth of the actual impact of
the agile way of working within de Volksbank’s context.

IMPACT OF COVID-19

The year 2021 was also marked by the major

impact of Covid-19 with far-reaching consequences
for customers, staff and the economic context

of the financial sector. Therefore, Covid-19 was a
recurrent key consideration in the Supervisory Board's
discussions with the Board on several financial and
risk-related topics.

CYBERCRIME AND CYBER RISKS

Information security and the growing cyber threat
remained key topics in 2021. The Audit Committee,
the Risk & Compliance Committee and the Supervisory
Board were updated on a regular basis on
developments and measures taken. In this context,
the control framework and IT general controls are
constantly being improved and tested.

CUSTOMER INTEGRITY

The progress on de Volksbank's customer integrity
enhancement programme was discussed in the
presence of the full Supervisory Board. The
information provided in this context included opinions
of the three lines of defence.

OTHER TOPICS

In 2021, the topics discussed by the Supervisory
Board, whether or not after discussion in one of its
committees, included the following:

GENERAL

+ Covid-19 impact and updates

+ 2021-2025 Strategic Plan

« Characteristics of a social bank and diversity in the
Dutch banking landscape

+ Transaction monitoring and customer integrity

* Quarterly reports drawn up by Audit and EY

+ Quarterly reports on financial, non-financial and
strategic risks

+ Quarterly reports, including on programme
management

+ Follow-up to the joint EY and Audit management
letter

+ 2020 Report of the Board

+ 2020 Integrated Annual Review Report, 2020 Annual
Report, 2021 interim financial report, related press
releases and Pillar 3 and ESG reports

+ Commercial developments at the ASN Bank, BLG
Wonen, RegioBank and SNS brands

+ Annual review and risk analysis of the Remuneration
Policy of the Board

« Achievement of 2020 and Q2 2021 KPIs of the Board
of Directors

+ 2022 KPIs of both the Board and senior
management for 2022

+ Update on proceedings following the
nationalisation; please refer to Legal Proceedings in
note 21 of the consolidated financial statements

FINANCE AND RISK

+ 2022-2025 Operational Plan including risk review

* MBR, QBR, interim and annual figures, related press
releases and Pillar 3 and ESG reports

+ 2021-2022 Risk Appetite Statement (RAS)
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+ Internal Capital Adequacy Assessment Process
(ICAAP) and Internal Liquidity Adequacy Assessment
Process (ILAAP) reports

+ Litigation statement and non-credit risk provisioning

+ Draft 2021 SREP decision

Supervisory quality assurance and self-

assessment

A lifelong learning (LL) programme is in place to

deepen and broaden Supervisory Board members'

knowledge. In 2021, the Supervisory Board, together

with the Board, attended three LL sessions in which

the following subjects were successively discussed:

+ Money laundering, predicate offences and related
individual human suffering

+ Stakeholder management

+ IT and cyber risks

The planned fourth LL session on sustainable
management and supervision was rescheduled to
13 April 2022, which implicates there are five LL
sessions planned for in 2022.

The Supervisory Board assesses its own functioning
on an annual basis. At least every three years, this
evaluation is carried out under the supervision of

an external consultant. Given the number of major
changes in the Supervisory Board no self-assessment
was performed in 2021. Instead, an external accredited
consultancy firm developed a plan of approach for
supporting both the Supervisory Board and the Board
in their mutual cooperation, which is set to run up to
and including the second quarter of 2022. This plan
consists of various activities, including interviews and
separate and joint sessions for both the Supervisory
Board and the Board.

Relationship and consultations with the

shareholder

NL Financial Investments (NLFI) is the sole shareholder
of de Volksbank. In addition to the Articles of
Association (AoA) of de Volksbank, which contain a list
of the duties of the Board and the rules governing

its functioning, NLFI and de Volksbank signed a
Memorandum of Understanding (MoU). This MoU
contains agreements on the way in which the Board
should exercise its powers ensuing from the AoA in
the day-to-day operations. Consultations between the
Supervisory Board and NLFI take place periodically

in accordance with an annual meeting calendar. In
these meetings the Chair of the Supervisory Board
discusses various topics including the assessment of
the Board and the Supervisory Board. In addition, de
Volksbank’s Annual General Meeting (AGM) is prepared
in consultation with NLFI. In 2021, the AGM was held
on 21 April. Just like last year, this meeting was held via
MS Teams due to Covid-19.

As the sole shareholder of de Volksbank, NLFI reports
to the Minister of Finance every year by means of a
progress report. This report provides an overview of
the extent to which de Volksbank is implementing its
strategy and assesses whether de Volksbank is ready
for a future independent of the Dutch State. On 6 July
2021, the Minister of Finance informed the House
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of Representatives of the state of affairs based on
NLFI's progress report dated June 2021 and shared an
investigation conducted by the Ministry of Finance on
de Volksbank's future options for ownership structures
and governance models.

Employees and employee participation

As in 2020, 2021 was a year in which Covid-19 greatly

affected de Volksbank’s employees, not only from the

perspective of their working conditions. Furthermore it

was a year in which the Works Council assessed the

request for advice on the intended introduction of an

agile way of working as part of the new Strategic Plan

2021-2025 as submitted by the Board to the Works

Council on 12 February 2021 and 7 September 2021.

Similar to 2020, the Works Council was closely involved

and heard in these initiatives in 2021.

The Works Council exercised its right to speak at

the AGM of 21 April 2021. During this meeting, the

Works Council also looked back on the activities

it had performed in the period May 2020 - April

2021. The Works Council exercised its enhanced right

of recommendation regarding the appointment of

a new Chair of the P&OC, i.e. Jeanine Helthuis, on

20 September 2021.

In 2021, the Works Council, the Board and the

Supervisory Board met on a regular basis in various

combinations. The topics discussed in these meetings

included:

« Covid-19-related scenarios and the New Way of
Working (HNW) Policy 2.0

+ Execution of the Strategic Plan 2021-2025, including
the transformation to an agile way of working and
outsourcing

+ Financial and commercial updates

+ Results of the 2021 employee surveys

+ Appointment, reappointment and resignation of
members of the Supervisory Board, the Board and
top management

+ Absenteeism

+ Strategic workforce planning

+ Long-term office housing plan

+ Social framework

+ Introduction of a new external health & safety
service: Arbodienst Richting

« Acquisition of Fitrex, a property valuation platform

+ Proposal for a new organisational structure for the
Works Council

+ Update on the Collaboration Agreement between
the Board and the Works Council

Financial statements and dividend

proposal

Prior to publication, the 2021 financial statements
were discussed in meetings of the Board, Audit
Committee and Supervisory Board. On 9 March 2022,
EY - de Volksbank’s external auditor in 2021 - issued
an unqualified auditor’s report on the 2021 financial
statements. On the same date the members of the
Supervisory Board approved and signed the financial
statements.

At the AGM on 21 April 2021, NLFI agreed to

de Volksbank's proposal to pay out a dividend of
€ 104 million to NLFI charged to the annual result
of de Volksbank for 2020. The profit after dividend
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distribution for the 2020 financial year is added to

the other reserves. Following the recommendation of
the ECB that, in view of the uncertainty surrounding
the Covid-19 crisis, the dividend for the 2020 financial
year determined by the AGM would not be paid before
30 September 2021, it was paid out on 22 October
2021. Also in line with the recommendation of the ECB
with respect to uncertainties surrounding Covid-19, an
amount of € 20 million of the dividend payment of

€ 165 million for the 2019 financial year, as determined
at the AGM of de Volksbank on 23 April 2020, was paid
out on 22 April 2021. The remaining dividend amount
of € 145 million for 2019 was paid on 22 October

2021 since circumstances - including Covid-19, the
ensuing economic uncertainties and their impact on de
Volksbank's financial position - allowed full payment.
De Volksbank's capital ratios continued to meet the set
targets after dividend payment.

2.3 Banking Code

In 2015, the Dutch Banking Association (NVB)
introduced a package called 'Future-oriented Banking'.
Apart from the Banking Code, this package contains a
Social Charter and rules of conduct for employees in
the Dutch banking sector. By means of this package,
the Dutch banking sector aims to restore confidence
and trust in the financial sector.

The Social Charter is a roadmap for achieving the
banking sector's desired social position and shared
value vision. The rules of conduct for employees are
associated with the Banker's Oath.

The NVB introduced the first version of the Banking
Code in 2010. This code contains various principles

on corporate governance, risk management, audit and
remuneration. The Banking Code is a form of self-
regulation, to which the 'comply or explain' principle
applies.

De Volksbank complies with the principles of the
Banking Code. For more detailed information on how
de Volksbank applies the Banking Code, please refer
to the overview on our website www.devolksbank.nl.
As compliance with the Banking Code is a dynamic
process due to ongoing new developments, this
overview is regularly updated.

2.4 Dutch Corporate Governance
Code

The revised Dutch Corporate Governance Code

2016 (the Code) as drawn up by the Dutch

Corporate Governance Code Monitoring Committee,
was published on 8 December 2016. The Code consists
of principles and ‘best practice’ provisions regarding
the corporate governance of Dutch listed companies.
Compliance with the Code is based on the ‘comply or
explain’ principle pursuant to which listed companies
are obliged to state how they apply the Code based on
the ‘comply or explain’ principle.

Although de Volksbank is not a listed company, and its
shares are privately held by NLFI, the bank voluntarily
applies the Code in full.

For more detailed information on how de Volksbank
applies the Code, please refer to the overview on

our website www.devolksbank.nl. As compliance with
the Code is a dynamic process due to ongoing new
developments, this overview is regularly updated.
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2.5 Legal structure of
de Volksbank

Stichting administratiekantoor beheer financiéle
instellingen (NL Financial Investments; NLFI) holds 100%
of the share capital of de Volksbank on behalf of the
Dutch State. NLFl is a foundation with a statutory

task established by the Minister of Finance and was
established to exercise the shareholder rights on
behalf of the Dutch State in a number of financial
institutions in a business-like, non-political manner and
to separate the interests in a transparent manner.

On 1 September 2021 de Volksbank (via Ecosystemen
B.V., formerly known as 1817 B.V.) acquired 90% of
the shares of Fitrex B.V., a platform that acts as an
intermediary for valuations and technical inspections
of real estate for the purpose of obtaining financing
and/or purchase/sale agreements.

The overview comprises a statement of all wholly-
owned subsidiaries as at 31 December 2021.

For more information, please refer to our website
www.devolksbank.nl

The Dutch State

Represented by the Minister of Finance

de Volksbank N.V.

Stichting
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2.6 Remuneration Report

Introduction

This Remuneration Report covers the compensation
of the Board of Directors (the Board) and the
compensation of the Supervisory Board of de
Volksbank N.V.

As de Volksbank’s mission is Banking with a human
touch, this implies that we also add a human touch

to the remuneration of our employees. In establishing
the compensation policy and actual compensation, we
take account of our stakeholders, i.e. our customers,
society, our employees and the shareholder. We like
to keep things straightforward and want to show that
our strategy enables us to attract and retain talented
employees, without offering them higher pay than the
industry average. For more information on this topic,
see the section on Remuneration benchmarking below.
We also ensure equal pay in equal situations, and
remuneration and/or performance assessments are
not affected by, for example, gender differences or
ethnic background.

The aforementioned also applies to the Board. The
remuneration of the Board is in reasonable proportion
to the salaries of de Volksbank's employees and to the
average remuneration in the Netherlands. For more
details on the pay ratios, see the section on Pay ratios
below. De Volksbank does not offer any variable pay as
we do not consider this to be in keeping with the social
character of our bank.

Board Remuneration policy

Remuneration components

Members of the Board have a four-year agreement to
perform services in exchange for which they receive
compensation consisting of a Board member fee, a
pension contribution and fringe benefits, such as a
supplement as compensation for the loss of pension
accrual over and above € 112,189 and a lease car.

Directors' fee

The Directors' fee of the Board members was raised
by 1.5% on 1 July 2021, in step with the employees’
salaries. As from that date, the Directors' fee of the
Chair of the Board and the members of the Board
amounts to € 430,865 and € 330,666, respectively.

The Directors' fee as stated above for members of the
Board is below the amount as stated in the policy, i.e.
€ 352,711. This is because members of the Board fall
within the scope of the bonus ban and salary freeze
as set out in the Dutch Financial Supervision Act (Wft)
due to the State aid received by de Volksbank. On the
one hand, it is understandable that restrictions have
been imposed in return for the State aid received, and
de Volksbank itself decided that it does not want to
reward its employees at the higher end of the market.
On the other hand, we - as de Volksbank - must also
take into account the reality of that market. The bonus
ban and salary freeze mean that Directors' fees may
not be increased other than in line with collective
increases. As a result, remuneration in the longer term
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may be further out of line with comparable positions
in the market. Especially in view of the tight labour
market, it may become increasingly difficult for de
Volksbank to attract and retain the right people.

Remuneration benchmarking

Once every two years we compare the Directors’ fee
with the remuneration of peer group positions in
the general market, consisting of a combination of
comparable financial and non-financial corporations.
This benchmark was last performed in May 2021.
The Directors' fee of the members and the Chair

of the Board was 21% and 24% below the general
market median, respectively (2020: 14% and 24%).
In the case of short and long term fixed and
variable remuneration, this was 51% and 59% below
the median, respectively (2020: 47% and 58%). This
particular gap is greater because de Volksbank does
not have a variable remuneration scheme.

Pension

Board members participate in the same pension
scheme as de Volksbank employees. No additional
pension is granted. To compensate for the lack of
pension accrual over and above the € 112,189 cap,
members of the Board receive a gross supplement
of 16.35% of their Directors’ fee above that amount.
This supplement is applicable up to and including
31 December 2022. An evaluation of the possible
continuation of this compensation will be carried out
before that date.

Other

The fringe benefits of the Board member's agreement
to perform services are for the most part equivalent to
the fringe benefits of de Volksbank employees.

In the event of termination of the agreement to
perform services at de Volksbank’s initiative, the Board
member will receive no more than one year’s fixed
annual Directors' fee as compensation.

Performance objectives

Each year, the Supervisory Board sets the performance
objectives for the Board. These objectives are derived
from de Volksbank’s (long-term) strategic objectives,
and in setting them the Supervisory Board takes

into account de Volksbank's desired risk profile and
sustainability. These two themes are embedded every
year. The Supervisory Board also takes the interests of
all stakeholders of de Volksbank into consideration.

As Board members are only entitled to fixed
remuneration, there are no unwanted incentives that
could place individual interests in the short term above
the collective objectives in the long term.

At the end of each performance period, the
Supervisory Board assesses the performance of the
Board in achieving its performance objectives as well
as the progress on its long-term objectives.

In this context, the Supervisory Board assesses
the extent to which the performance objectives

were achieved and the way in which conduct and
culture within de Volksbank were managed in line
with ‘banking with a human touch’ (competencies

and critical success factors). The Supervisory Board
assessed the overall achievements for 2021 and

has concluded that the Board achieved 68% of the
objectives.

The following tables show the performance objectives
that have been set for 2022.

Performance year 2021

Aspect Category Weight
Shared value/ Customer 10%
output Society 10%
Employees 10%
Shareholder 10%
40%
Transformations Digital and Omnichannel dialogue
environment 6%
Well-stocked shelves & new
propositions 6%
Customer bank foundation 6%
Customer-focused setup 6%
Efficient and flexible 6%
30%
Conduct Customer focused 10.5%
Cooperation with a focus on results 10.5%
Continuous improvement and
innovation 9%
30%
100%
Performance year 2022
Aspect Category Weight
Shared value/ Customer 10%
output Society 10%
Employees 10%
Shareholder 10%
40%
In Control Risk
— 7.5%
Continuity
Transformations Digital and Omnichannel dialogue 4.5%
Relevant product range, new
propositions, small businesses as
new target market 4.5%
Customer bank 4.5%
Customer-focused setup 4.5%
Efficient and flexible 4.5%
30%
Conduct Customer focused 10.5%
Cooperation with a focus on results 10.5%
Continuous improvement and
innovation 9%
30%
100%
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Actual remuneration of the Board

Gross compensation of the Board of Directors

Fixed Board Severance
Position member fee Pension'’ Other? pay Total
in € thousands 2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Martijn Gribnau® CEO 428 228 23 12 84 62 - - 535 302
Jeroen Dijst CRO 328 323 23 22 58 60 -- -- 409 405
Marinka van der Meer Ccco 328 323 23 22 52 55 - -- 403 400
John Reichardt* CFO 234 - 16 - 51 - - - 301 -
Maurice Oostendorp® - 279 - 15 - 63 - - - 357
Mirjam Verhoeven® - 277 - 19 - 49 - - - 345
Pieter Veuger’ - 150 - " - 2 - 185

4 - -
Total Board of Directors m 1,580m 101 m 313 - -- 1,994

FORMER DIRECTORS
Mirjam Verhoeven? - 46 - 3 8 - 374 - 431
Pieter Veuger® - - - - - 161 - 161

Total current and former Board of Directors m 1,626“ 104 m 321 - 535 IRNYEN 2,586

1 The pension is the employer contribution minus the employee’s personal pension contribution.

2 'Other’ includes all remaining remuneration, including the supplement as compensation for the loss of the pension accrual in excess of € 112,189, the addition
for the use of a company car and social security contributions.

Remuneration as from 17-6-2020

Remuneration as from 15-4-2021

Remuneration up to 1-9-2020

Remuneration up to 10-11-2020

Remuneration as from 19-3-2020 up to 5-9-2020

As from 1-1-2021 exempt from work and left the company on 1-5-2021, the costs are included in 2020.

O 00 N o U bW

As from 5-9-2020 exempt from work and left the company on 31-1-2021, the costs are included in 2020.

Pay ratio + Directors' fee of the Chair of the Board and

Our standard is that the Chair of the Board does not the maximum of the lowest pay scale as at

earn more than approximately ten times the median 31 December 2021;

salary* at de Volksbank. + Directors’ fee of the Chair of the Board and the

De Volksbank also reports on the pay ratio between average pay in the Netherlands according to the

the: OECD; and

+ average Directors' fee of the members of the Board, * Average remuneration of the members of the Board
excluding the Chair, and the median salary of (excluding the Chair) and the average pay in the
employees; Netherlands according to the OECD.

4 Employees’ salaries and Board members’ remuneration
consist of the following components: fixed salary or
remuneration (including any supplements), pension and
social security contributions. The OECD figure does not
include the pension and social security contributions and for
that comparison, de Volksbank uses the same definition as
the OECD.

Over the past five years, the situation is as follows:
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Pay ratio

INTERNAL

2021 2020° 2019 2018 2017

Ratio between the compensation of the Chairman of the Board and the median

employee salaries at de Volksbank

Ratio between the average compensation of Board members and the median employee

salaries

Ratio between the compensation of the Chairman of the Board and the maximum of the

lowest pay grade as at 31 December

EXTERNAL

Ratio between the compensation of the Chairman of the Board and the average pay in

the Netherlands according to the OECD

Ratio between the average compensation of Board members and the average pay in the

Netherlands according to the OECD

7:1 71 71 6:1 7:1
5:1 5:1 5:1 5:1 5:1
20:1 20:1 20:1 20:1 20:1
n.a 9:1 10:1 10:1 10:1
n.a.? 7:1 10:1 10:1 10:1

1 In 2021 de Volksbank improved its Pay ratio calculation, comparative figures 2020 have been adjusted.

2 Atthe time of publication, the OECD figure was not yet known and therefore no ratio for 2021 could be presented

Share ownership

Members of the Board do not hold any shares in

de Volksbank. All shares are held by NLFI, which has
issued depositary receipts for shares to the Dutch
State in return.

Loans
On 31 December 2021, no loans to members of the
Board were outstanding.

Compensation of the Supervisory Board

Supervisory Board Compensation policy
The table below provides an overview of the fixed
annual gross compensation for the members of the
Supervisory Board and the compensation for their
service on committees.

Compensation policy for members of the
Supervisory Board (no VAT applicable)

in € Amount

Annual fixed compensation Chairman of the 44,000
Supervisory Board

Annual fixed compensation member of the Supervisory 30,800
Board

Chairman Audit Committee 7,000
Member Audit Committee 4,900
Chairman People and Organisation Committee 7,000
Member People and Organisation Committee 4,900
Chairman Risk and Compliance Committee 7,000

Member Risk and Compliance Committee 4,900

We compared the compensation of the members of
the Supervisory Board against the general market

in January 2019. This benchmark analysis, which
consisted of a combination of comparable financial
and non-financial corporations, showed that the
compensation is 20% below the median of the general
market.

Actual compensation of the members of the
Supervisory Board

The table below provides an overview of the actual
compensation of each member of the Supervisory
Board in 2021.
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Gross compensation of the Supervisory Board (no VAT applicable)

As a member of the

As a member of a

Supervisory Board' committee’ Total

in € thousands 2021 2020 2021 2020 2021 2020
Gerard van Olphen (Chair)? 17 3 - 20

Jeanine Helthuis* 9 3 - 12

Petra van Hoeken* 9 - 3 - 12 -
Jos van Lange 31 31 14 12 45 43
Aloys Kregting 31 31 12 10 43 41
Jan van Rutte® 27 44 6 5 33 49
Monika Milz® 9 31 4 12 13 43
Sonja Barendregt-Roojers® © 31 4 12 13 43

Annual compensation for one or more committees.
Compensation as from 13-08-2021

Compensation as from 20-9-2021

Compensation until 13-8-2021

o U A W N =

Compensation until 21-4-2021

Share ownership

Members of the Supervisory Board do not hold any
shares in de Volksbank. All shares are held by NLFI,
which has issued depositary receipts for shares to the
Dutch State in return.

Loans
On 31 December 2021, no loans to members of the
Supervisory Board were outstanding.

Supervision on remuneration

Both the Supervisory Board and the Board are
responsible for the supervision of remuneration at de
Volksbank. Other parties involved are the People and
Organisation Committee (P&OC) of the Supervisory
Board, the control departments of Risk, Compliance
and Audit, and the staff departments of Finance,
Legal Affairs and Human Resources. Moreover, the
Remuneration Policy is discussed at least once a year
by the Risk & Compliance Committee (R&CC) of the
Supervisory Board. In 2021, the policy was discussed in
both the P&OC and R&CC.

Supervisory Board

The Supervisory Board adopts the Remuneration
report and is responsible for the implementation
and evaluation of the Remuneration policy for the
members of the Board.

The Supervisory Board also approves the
Remuneration Policy for the directors as proposed by
the Board, and supervises the implementation thereof.
Moreover, the Supervisory Board is responsible for
approving the broad lines of the Remuneration policy

for de Volksbank employees as proposed by the Board.

At least once a year, the Supervisory Board will
arrange for a central and independent internal

Annual fixed compensation for the membership/chairmanship of the Supervisory Board.

review by Audit to review the implementation of de
Volksbank’s Remuneration policy on compliance with
laws and regulations, the policy and procedures for
remuneration.

The Supervisory Board sees to it that the Board
ensures the pay-out of previously granted variable
remuneration is in keeping with the adopted
Remuneration policy of de Volksbank and, more
specifically, that the variable remuneration complies
with the principles of conduct as set out in the Banking
Code in terms of remuneration. The Supervisory Board
also discusses any material retention, signing-on and
buy-out fees and sees to it that they are in keeping
with the adopted Remuneration Policy of de Volksbank
and that they are not excessive. Any such fees are
granted on very rare occasions only.

The Supervisory Board directly supervises the
remuneration of the directors of Risk, Compliance and
Audit who hold overall responsibility. In doing so, the
Supervisory Board may call upon the expertise of
independent remuneration experts where necessary.
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Board of Directors

The Board is responsible for the Remuneration
policy of de Volksbank with the exception of the
Remuneration policy of the Board itself.

In exceptional situations and on good grounds, the
Board has the discretionary power, in so far as it
does not relate to the members of the Board itself,
to deviate from the adopted Remuneration policy,
to the extent that laws and regulations permit. Any
such deviations are subject to prior approval by the
Supervisory Board.

The Board is responsible for the application of the
reasonableness test for the directors and Identified
Staff in general, and - as far as directors and

other employees are concerned - for the approval of
benchmarks on market conformity and the approval of
non-material retention, signing-on and buy-out fees.

Staff departments

The Remuneration policy and compliance therewith

is jointly supervised by the control departments of
Risk and Compliance and the staff departments of
Finance, Legal Affairs and Human Resources through
a Remuneration Working Group. Audit periodically
performs independent audits into the drawing up and
implementation of the Remuneration policy.
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3.

RISK MANAGEMENT




RISK

Reader's guide

IFRS 7 AND PILLAR 3

To combine disclosures where possible and to reduce
duplication, the IAS 1 and IFRS 7 information regarding
capital management and risks related to financial
instruments have been integrated in this chapter. Only
if mentioned in the text or if the label ‘Audited’ is
shown at a table is the information part of the audited
financial statements.

In addition, a separate Pillar 3 Report has been
published on the website www.devolksbank.nl,
containing additional information about the risks, risk
management and capital adequacy of the bank. This
information is required on the basis of CRD IV and CRR,
but is not part of the audit performed by the external
auditor.

3.1 Risk management structure

3.1.1 Risk management elements

De Volksbank aims to live up to its ‘banking with

a human touch’ mission. We are a retail bank

with sustainable business operations that provides
services to private individuals, self-employed persons
and small businesses in the Netherlands. We

engage in low-risk activities that create benefits for
customers, take responsibility for society, provide
meaning for employees and achieve stable returns for
shareholder(s) over a long-term horizon. As a bank
with a strong social identity, want to build a strong
customer relationship and increase the social impact
we make.

RISK APPETITE STATEMENT

Our risk management recognises developments that
might impede that mission and identifies initiatives
that fit in with de Volksbank's objectives. In doing

so, we take into account the interests of all four
stakeholders. This results in the following overall
qualitative Risk Appetite Statement for de Volksbank:

With simple and preferably sustainable products and
transparent processes we earn our customers’ confidence.
In our relationship with customers, we act upon trust
and embrace their interests. We focus on providing
sound solutions within the financial capabilities of

the customers. We have controlled and predictable
operations, committed and agile employees, a solid
capitalisation and an adequate liquidity position. Being
a systemically relevant bank with a non-diversified
business model, we accept a higher concentration risk
and moderate risk profile that accompanies this business
model, including its vulnerabilities.

RISK MANAGEMENT MISSION

Derived from our banking with a human touch mission
and our strategy for building a strong customer
relationship and increasing social impact, we have
formulated a mission for our risk management:

de Volksbank N.V.

'"We provide our customers with financial peace of mind by
managing risks for all stakeholders in an integrated, safe
and innovative manner'.

RISK MANAGEMENT AND SHARED VALUE

De Volksbank aims for an integrated risk management
approach in which all risks within the bank’s risk
taxonomy are managed in accordance with our shared
value:

BENEFITS FOR CUSTOMERS

We work towards a sound and long-term customer
relationship that is based on mutual trust, we

are better equipped to support our customers

in controlling their personal finances. We aim for
clear and transparent risk management.

RESPONSIBILITY FOR SOCIETY

We follow up on the development of products

and services that increase our customers' financial
resilience. This includes careful risk considerations
and close monitoring of laws and regulations.

GENUINE ATTENTION FOR OUR EMPLOYEES

We need motivated and competent people to
live up to our mission. We encourage employees’
commitment and the development of their
expertise by giving them genuine attention.

RETURN FOR THE SHAREHOLDER

We aim for a solid capital position, an adequate
liquidity position and a simple and transparent
balance sheet. This is how we contribute to a
financially sound and stable bank with activities
that yield stable returns in the long term.

RISK MANAGEMENT FRAMEWORK

To manage risks, de Volksbank applies the COSO®
Enterprise Risk Management Framework. We have set
up a Risk Management Cycle (RMC) to properly apply
all COSO ERM elements and this serves as generic
tool for both the first line and the second line of
defence. The RMC ensures consistent terminology
and provides a compatible methodology for the
identification, assessment, measurement, monitoring,
management and reporting of all risks.

s COSO: The Committee of Sponsoring Organizations of the
Treadway Commission, Www.c0s0.0rg
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RISK GOVERNANCE

De Volksbank’ s risk governance is based on the
three lines of defence model. In this model, the
first line of defence (the business) is responsible for
setting up and executing its own processes and the
identification and assessment of the risks involved.
The business measures the risks against the risk

assessment

response

appetite that has been determined, and reports on
them. The second line supports the business, sets
the frameworks, gives advice and monitors if the
business takes its responsibility. The second line, here
the Compliance Function, monitors if de Volksbank
complies with laws and regulations as well as its
internal policies on integrity. The third line, the Audit
Function, independently assesses if the first and
second lines are operating effectively.

As the Board of Directors has ultimate accountability
for risk management within the risk management
organisation, it therefore functions as an overarching
Bank Risk Committee, which is supported by risk
committees, with representatives from the first and
second lines in each committee.

As from the second quarter of 2022, the Board

of Directors as governing body, will be re-named
‘Executive Board’ and will be extended to an

Executive Committee. The Executive Board will remain
accountable for the risk management framework of
the bank and all risk related decision-making. See for
more information Section 2 Governance.

The Supervisory Board is charged with the supervision
of the Board of Directors and in that role are

provided with advice by the Audit Committee, the

Risk and Compliance Committee and the People and
Organisation Committee.

Audit Committee

(AC)

Committee

Committee

Supervisory Board

Risk & Compliance
Committee

Operational || Product Maodel
Risk | Approval
Committee || & Review
Committee

Regulatory
Governance || Radar -
Cammittee || Committee

(€0 (ALCO)

Each Board of Directors-related risk committee is
chaired by a Board member. The third line has a
standing invitation for committee meetings and is
regularly represented in the risk committees, but
has no voting rights. Risk committee meetings are

(ORC) (PARC)

(MGC) (RRO)

held between the business, which controls the risks,
and the risk management function, which monitors
the risks and related risk response. Decision-making
related to risk management follows the lines of risk
governance and is assessed against risk guidelines. If,



RISK

and when, risk limits are exceeded or otherwise the
risk appetite is not observed, risk committees discuss
the issue and any subsequent remedial actions to be
taken. A risk committee may escalate or otherwise
present a point of discussion to the Board of Directors
if and when necessary. Every year, we perform a
complete self-assessment for all risk committees.
Where needed we will define areas for improvement.

In addition to our existing risk committee structure,
we installed a Regulatory Radar Committee in

2021. It replaces two former regulatory (monitoring)
boards. This new committee oversees developments
in relevant prudential and non-prudential laws

and regulations and monitors correct and timely
implementation thereof within the bank.

In 2021, the Social Impact Committee (SIC) was
formally acknowledged as a risk committee dedicated
to support the Board of Directors. The SIC is
responsible for monitoring the development and
implementation the Social Impact strategy, for
overseeing the Environmental, Social and Governance
(ESG) risks in the business strategy and for monitoring
the balance between the inside-out and outside-in
impact, including any ethical dilemmas attached to it.
For more information, see 3.9 Sustainability Risk.

Changes resulting from the transformation to an
agile organisation

In 2021 de Volksbank started a transformation towards
an agile way of working within the organisation,

which will also affect the risk organisation and risk
governance. The governing three lines of defence
principles will continue to be applied and the risk
committees also will continue to exist. We do, however,
expect to see changes in the underlying processes,
staff functions' responsibilities yet to be defined

and memberships of new staff functions in the risk
committees. We are currently in the process of fine-
tuning the design for the risk and compliance domain,
adjusting the policy guidelines to reflect the new
organisational units and implementing the new hubs
and centres of expertise.

CULTURE AND RISK AWARENESS

Risk culture propagation

De Volksbank's Risk Management (RM) Function is an
integral but independent part of the organisation. On
the one hand, the RM Function informs, challenges,
takes positions and gives solicited and unsolicited
advice, and on the other hand it is essential that they
listen and seek connections. They have an eye for all
stakeholders and try to find solutions that do justice
to the various stakeholder interests and contribute
to the realisation of the strategy. Self-reflection is an
important part of the culture.

Culture is a decisive factor in risk management and risk
awareness. We want the risk culture to be propagated
by the entire organisation. The Board of Directors
leads by example and, like any other employee, they
take on their role and responsibilities. The Board of
Directors approves our Risk Policy Framework. The
presence of members of the Board of Directors in all
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risk committees testifies to their commitment to risk
management.

Risk Policy Framework

De Volksbank has risk policies in place on its

risk appetite, duties and responsibilities, reporting,
communication and various other guidelines. Our risk
policies reflect our position as a social bank with
low-risk activities. We continuously fine-tune our risk
policies in which the shared value approach has been
incorporated. We encourage a critical consideration of
the risk-return ratio by focusing on our customers,
society, our employees and the shareholder.

Raising risk awareness among employees
Management ensures that the risk guidelines are
sufficiently clear and known to employees. We
provide training courses, workshops and e-learning
programmes to further raise risk awareness and help
employees respond better and more consciously to
risks. We also share risk awareness-related success
stories and lessons learned with our employees.

Internal code of conduct

We expect our employees to act with integrity. In
doing so, they are guided by our code of conduct
entitled Common Sense, Clear Conscience, which pays
attention to moral dilemmas and how to deal with
them. A well-spread network of confidants offers staff
the opportunity to raise concerns about malpractices.
The score for employee awareness about integrity and
the internal code of conduct in our biannual Employee
Survey is above average.

Remuneration policy

De Volksbank pursues a remuneration policy that is
based on our Manifesto, and the strategy to build a
strong customer relationship and increase the social
impact of the bank. De Volksbank does not grant any
variable remuneration so as to discourage employees
from taking undesirable risks that may give priority

to short-term individual interests over long-term
collective objectives. For more detailed information on
our remuneration policy, see Section 2.6 Remuneration

report).

RISK PROFILE

De Volksbank focuses primarily on private individuals,
self-employed persons and small businesses in the
Netherlands. We offer a limited but relevant range of
products and services: mortgages, payments, savings
and small business financing. We accept the risk profile
that matches a business model of low-risk activities
and limited product and geographical diversification.

In our business operations, we run the risk of harming
our (non-)financial interests in several areas, including
our reputation. We have identified these risks and
continuously seek to take timely and adequate control
measures.
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De Volksbank assesses top risks related to these
developments and adjusts the risk taxonomy if
necessary. We then take measures to align our strategy
and risk appetite with the potential impact of such top
risks. In this section, we consider recent developments
by looking ahead to 2022 and describe the top risks of
2021. The arrows in the table below display the trend
movement of the specific risk. The effect of mitigating
measures were taken into account.

3.1.2 Top risks

De Volksbank primarily carries out regulated and
supervised activities that may be impacted by internal
and external developments. These developments

and related risks may affect the achievement of

our strategic objectives. For more on the strategic
objectives, see Section 1.3 Progress on our objectives.
To anticipate these developments and related risks,
De Volksbank annually carries out a Strategic Risk
Assessment (SRA) to identify and assess the top risks in
relation to its strategy. In 2021, the SRA activities were
integrated into the development of the new strategy.

TOP RISKS RESULTING FROM EXTERNAL DEVELOPMENTS®

Events
Covid-19 pandemic

An increasingly fast-
paced environment with
new technologies and
competitors. Customer
expectations therefore
shift towards greater
convenience, online and
mobile services

Gearing the strategy
towards the (new)
shareholder(s)

Growing social awareness

Impact tight labour market
on attraction and retention
of employees

Description of risk and impact

Due to the Covid-19 pandemic and subsequent governmental
support measures taken there is a risk that economic
conditions will deteriorate when these measures are gradually
released. Under stress, unemployment could increase, the
economy would contract and consumer spending postponed,
leading to a deterioration of our mortgage loan book quality,
increasing savings account balances and mounting loan
impairments.

There is a risk that de Volksbank is not able to adapt rapidly
and adequately enough to cybercrime threats and market
changes and that customer relationships therefore suffer. As

a result, it fails to put Banking with a human touch into practice,
does not create benefits for customers, customer relationships
are lost and, in time, the viability of the business model is
impaired and the bank’s existence no longer adds any value.

There is a risk that de Volksbank's future ownership structure
will change dramatically, so that our strategy cannot sufficiently
be achieved, if at all.

Customers and society are developing ever greater social
awareness, which makes it challenging for the bank to keep up
with evolving societal standards.

There is a risk that labour market conditions will hinder

the ability to attract and retain employees. Employers in the
financial sector and beyond are competing to fill vacancies and
retain people; especially in the field of IT, data analytics and
risk. As a result of which the bank's performance and change
capacity would lag behind.

Note 25 Post balance sheet events to the consolidated financial statements.

Trend Measures

/

See Section 3.2 Strategic Risk -
Business Risk and Section 3.3
for Credit Risk.

See Section 3.2 Strategic Risk
- Organisational risk for an
explanation of the measures.

Periodic meetings are held
with the shareholder to
discuss progress on the
implementation of the
strategy.

See Section 3.9 Sustainability
risk.

See Section 3.5 Non-financial
risk - People risk for an
explanation of the measures.

6 The assessment of top risks was completed before the violation of Ukraine's sovereignty. For more information please refer to
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TOP RISKS RESULTING FROM INTERNAL DEVELOPMENTS

Events

Insufficient data and IT
systems and lack of
innovation capabilities

Monoline business model
highly dependent on
interest rate margin

Demand on execution
power and adaptability

Description of risk and impact

There is a risk that de Volksbank's data and IT systems are not
timely up to standard to monitor and keep up with market
developments, that system availability falls short, or that
(customer) data is not reliable or poorly accessible; resulting
in lagging innovation agility and capacity and reputational
damage.

There is a substantial sensitivity to (lower) interest rates due to
the ‘monoline’ business model and lack of diversity of income.

There is a risk that de Volksbank is unable to proactively
transform itself sufficiently into an adaptable, agile
organisation due to the magnitude of necessary changes.

de Volksbank N.V. Annual Report 2027

Trend Measures

/

See Section 3.2 Strategic risk
- Organisational risk and
Section 3.5 Non-financial risk
for an explanation of the
measures.

See Section 3.2 Strategic risk -
Business risk and Section 3.4
Market risk for an explanation
of the measures.

The new strategy anticipates
this by diversifying products
and thus revenues. See
Section 1.1 Our Strategy.

See Section 3.2 Strategic Risk
- Organisational Risk and
Business Risk.
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3.1.3 Risk appetite and risk indicators

s

Business risk Organisational risk

Credit risk

Process
risk

Strategic risks

Financial risks

Non-financial risks

Sustainability risk

Reputation risk

Compliance Reporting
and data
management

risk

Capital adequacy

All material risk types are included in our risk
taxonomy. When the results of the Strategic Risk
Assessment (SRA) lead to a new material risk, this risk
will be included in the taxonomy. We have clustered
the main types of risk within the risk taxonomy, i.e.
strategic risks, financial risks and non-financial risks.
These are discussed in more detail in the remainder of
the Risk Management section of this Annual Report.

Every year we determine the risk appetite for each
type of risk in conjunction with the bank’s general risk
appetite and strategic objectives. The results are laid
down in our so-called Risk Appetite Statements (RAS).
Risk appetite sets the basis for the level of risk taking
we feel comfortable with. We do so using specific

risk indicators. When risks manifest themselves at a
decentral level within de Volksbank, risk indicators are
also measured and monitored at that level, allowing us
to manage any such risks more effectively and quickly.

For each risk indicator, we have set an intervention
ladder defining ranges to allow for follow-up action.
These ranges are determined on the basis of results
from internal stress tests, economic capital and the
recovery plan. See also Section 3.8.2 Management and
control.

The table below presents the bank’s risk appetite and
shows how our current risk profile scores in relation
to the risk appetite. Every quarter, the indicators

are reported to the risk committee that controls

the relevant risk. For the definitions of the different
risk types, see the relevant chapters in the Risk
Management section of this Annual Report.
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Relative score legend

Current risk profile corresponds to the risk appetite

Current risk profile is slightly above the risk appetite

Current risk profile is above the risk appetite

Strategic Risks
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Risk Appetite Statement
BUSINESS RISK

De Volksbank aims to generate stable and
sufficient returns for its shareholder(s) in order
to ensure the viability and sustainability of its
business model.

ORGANISATIONAL RISK

De Volksbank wants to be able to pro-actively
adjust itself to a changing environment to
maintain a sustainable and viable business
model and to contribute to our strategy
Better for each other - from promise to
impact. We therefore have a low appetite for
Organisational risk.

PUTATION RISK

As de Volksbank thrives on trust and
customer confidence, there is no appetite for
reputational risk exposure. Internal indicators
for reputation sensitive risk types and (in

and external) signals of events, incidents or
complaints that may endanger the bank's
reputation and/or image are assessed - as part
of regular business operations - and followed
up in a pro-active and adequate manner in
order to mitigate the risks involved.

SUSTAINABILITY RISK

De Volksbank wants to make a positive
contribution to a sustainable and just society
with our core activities - mortgages, savings,
payments and investments. ESG events that
can lead to financial or reputational damage
will be assessed in order to mitigate these
risks. Therefore we have a low appetite for
Sustainability risk.

Relative

score
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Note to the score

The pressure on our net interest income continued to
increase further due to the low interest rate environment
and competition. Cost levels increased due to temporary
transformation costs and higher capital costs. This resulted
in a deterioration of the C/I ratio. Cost, income and
profitability levels require constant vigilance. Measures have
been taken to implement stricter cost controls, and to
increase the overall profitability.

Risk assessments are frequently carried out for the various
transformations. As a result, the transformations are
carried out in a controllable manner. Nevertheless, the
transformations have a major impact on the organisation
as a whole and trigger risks. We have set up all kinds

of arrangements to reduce the impact for employees. We
schedule frequent assessments and are closely monitoring
the further implementation of the strategy.

De Volksbank and its brands have a strong reputation, which
further improved in 2021. There are no active events that
could cause material reputational damage to the bank or

its brands. However, given the volatile environment in which
the bank operates and the occurrence of reputation sensitive
events during 2021, we signal a (potentially) slightly higher
risk profile.

De Volksbank is on track to achieve its target of a 100%
climate-neutral balance sheet and net positive biodiversity
impact by 2030. The percentage of females appointed in
management positions in the new agile organisation is
somewhat behind the ambitious gender balance target.
However, we expect the gender balance to improve and
remain committed to moving towards the target.
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Financial risks

Risk Appetite Statement

@ CREDIT RISK

B + De Volksbank is primarily a retail bank that
provides loans to private individuals, self-
employed persons and small businesses in
the Netherlands. In addition