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1. Introduction

The Non-Financial Disclosures Report1 for Banco de Sabadell, S.A. (hereinafter, “Banco Sabadell”, “the
Bank” or “the Institution”), which includes information on a consolidated and standalone basis of Banco
Sabadell Group (hereinafter, “the Group”), is set out below. Banco Sabadell Group’s banking business
operates under the following brands:

Banco Sabadell is the Group’s main brand. This is the leading brand in the Spanish market
providing services to individuals and corporates.

TSB is the Group’s leading brand in the United Kingdom. It became part of the Group in 2015 to
provide greater competitiveness and serve an increasing number of customer needs, thus
improving the banking experience in this country.

Banco Sabadell Mexico is the brand under which the Bank operates in Mexico, where the Group
opened its first representative office in 1991.

Furthermore, Banco Sabadell Group carries out part of its social action through Sogeviso, a subsidiary
dedicated to managing some of the complexities of social housing, and the Banco Sabadell Private
Foundation, whose mission is to promote outreach, training and research activities in the educational,
scientific and cultural fields, and to foster and support young talent.

Information on the company, its business model, organisation, markets, objectives and strategies, as well
as the main factors and trends which may impact on the Group’s business performance, is set out in the
consolidated Directors’ Report.

The perimeter covered by the Non-Financial Disclosures Report is the entire Banco Sabadell Group. When
the reported information does not cover the entire perimeter, this is specifically indicated.

This report has been prepared according to the general provisions published in Law 11/2018 of 28
December, using the Global Reporting Initiative (GRI)?> Standards as reference. In addition, this report
includes information relating to Taxonomy-eligible exposures and/or exposures aligned with the Taxonomy
Regulation (Regulation (EU) 2021/2178), which entered into force in January 2022.

For information purposes, with the entry into force of the Corporate Sustainability Reporting Directive (CSRD)
in January 2023, the Bank will need to draft its Sustainability Report in accordance with the European
Sustainability Reporting Standards (ESRS) from the 2024 financial year onwards. In this regard, the Bank is
working to align its reports to this new regulatory framework for the next financial year. A new materiality
analysis and an assessment of the extent of alignment with these standards is underway.

With regard to this report, the main new aspects include, among others:

The section on decarbonisation pathways has been expanded, in line with the Institution’s
commitment to the Net-Zero Banking Alliance for 4 to 8 intensive sectors.

More information on emissions of the financed portfolio and other transition risk metrics has been
included.

Alignment with Articles 7 and 8 and Annexes V, VI, Xl and Xll of the Delegated Regulation on
Taxonomy-related disclosures (Regulation (EU) 2021/2178) is included for the first time.

In line with the above, the Bank discloses an estimation of eligibility under the four new non-climate
objectives and the new activities listed for climate objectives (mitigation and adaptation) in the last
update to Regulation (EU) 2020/852.

Furthermore, this report seeks to specify the actions carried out and the progress made in accordance with
the disclosure standards established by:

! Part of the Consolidated Directors’ Report 2023.
2 These requirements are listed in Annex 2 - Table of contents Law 11/2018.



The Principles for Responsible Banking3 of the United Nations Environment Programme Finance
Initiative (UNEP FI).

Task Force on Climate-related Financial Disclosures (TCFD).

Non-binding guidelines published by the European Commission in its Guidelines on Non-Financial
Reporting (2017/C 215/01) and its supplementary document on climate change-related
information (2019/C 209/01).

This report may refer to or include full or partial data or information contained in other Group reports.

% The UNEP FI's Impact Analysis Tool has been used for the first time to measure the impact of the Institution and its
environment from a ‘double materiality’ perspective.



2. Governance

The governance system and the organisation of the different decision-making levels are both being
continuously improved and adapted to the needs that are emerging from the new sustainability environment.

Board of Directors

With the exception of matters reserved to the Annual General Meeting, the Board of Directors of Banco
Sabadell is the most senior decision-making body of the company as it is responsible, by law and pursuant
to the Articles of Association, for the management and representation of the Bank. The Board of Directors
acts mainly as an instrument of supervision and control, delegating the management of ordinary business
matters to the Chief Executive Officer. To ensure better and more diligent performance of its general
supervisory duties, the Board is directly responsible for approving the Institution’s general strategies. It also
approves its policies and is therefore responsible for establishing principles, commitments and targets in
the area of sustainability, and for including them into the Institution’s strategy.

Sustainability played an important role within Banco Sabadell’s business purpose and strategy in 2023.
When defining the general strategy, the business objectives and the risk management framework of the
Institution, the Board of Directors considers environmental aspects, including climate-related,
environmental, social and governance risks, and it also effectively oversees them.

In April 2023, the Board of Directors updated its Sustainability Policy, which aims to provide a framework for
all of the Institution’s activity and organisation within the ESG*parameters. The Policy incorporates
environmental, social and governance factors into decision-making processes and ensures that the needs
and concerns of all its stakeholders are addressed taking these factors into account. The Sustainability
Policy sets out the core principles on which Banco Sabadell Group bases its approach to tackling the
challenges of sustainability, and defines the corresponding management parameters, as well as the
organisation and governance structure required for their optimal implementation.

Board Committees

The Board Strategy and Sustainability Committee was set up in 2021 and is chaired by the Chairman of the
Board of Directors, in the capacity of Other External Director. It is formed of five Directors: three
Independent, one Other External and its Chair. This Board Committee met 12 times in 2023.

On matters of strategy, the Chief Executive Officer takes part in the meetings, with full voting and speaking
privileges, meaning that on such matters this Board Committee is deemed to have six members.

With regard to sustainability, the Board Committee has the following duties:

Analyse and inform the Board of Directors about the Institution’s sustainability and environmental
policies.

Inform the Board of Directors of any modifications or regular updates of the sustainability strategy.

Analyse the definition and, where applicable, amendment of policies on diversity and integration,
human rights, equal opportunities and work-life balance and evaluate the level of compliance
therewith on a regular basis.

Review the Bank’s social action strategy and its sponsorship and patronage plans.

Review and update the Institution’s Non-Financial Disclosures Report prior to its review and update
by the Board Audit and Control Committee and its subsequent sign-off by the Board of Directors.

Receive information in connection with reports, documents or communications from external
supervisory bodies within the scope of responsibility of this Board Committee.

Other Board Committees are involved to various degrees in the sustainability governance arrangements.

In 2021 the Board Appointments and Corporate Governance Committee also took on duties in relation to
the disclosure of internal corporate policies and rules, the oversight of rules on corporate governance, and
relations with shareholders and investors, proxy advisers and other stakeholders..

4 Environmental, Social and Governance.



The Board Audit and Control Committee oversees the process for preparing and submitting regulated
financial and non-financial information and gives recommendations or proposals to the Board of Directors,
aimed at safeguarding its integrity, and reports to the Board of Directors, prior to its publication, on the
financial information and the directors’ report, which include mandatory non-financial information that the
Institution must regularly disclose. When necessary and in coordination with the Board Risk Committee, it
oversees and assesses the effectiveness of policies and internal risk management and control systems as
a whole, covering the Institution’s financial and non-financial risks, including operational, IT, legal, social,
environmental, political and reputational risks or those related to corruption, and supervises that the main
direct or indirect risks are reasonably identified, measured and controlled.

The Board Risk Committee monitors the implementation of the Global Risk Framework Policy of the
Institution and is responsible for advising and supporting the Board of Directors in overseeing the Bank’s
risk appetite and overall strategy, taking into account all kinds of risks to ensure that they are in line with

the Institution’s business strategy, objectives, corporate culture and values.
Internal Committees

The Management Committee regularly monitors the Sustainable Finance Plan and updates to the regulatory
framework and it is also in charge of overseeing the aforesaid plan and resolving any incidents.

In addition, the Sustainability Committee, created in 2020 and chaired since 2021 by the General Manager
and Director of the Sustainability and Efficiency Division, is the body responsible for establishing the Bank’s
Sustainable Finance Plan and for monitoring its execution, for defining and disclosing the general action
principles in the area of sustainability and for promoting the development of projects and initiatives, as well
as managing any alerts that may arise in relation to ongoing initiatives or any developments in the
regulatory, supervisory or other environments. It is made up of 12 members (ensuring the representation of
several areas, including Sustainability, Risk, Finance, Business, Communication, Research Service and
Regulation) and it meets once a month. This composition of the Sustainability Committee covers all
functional areas, which enables the cross-cutting establishment and implementation of the Sustainable
Finance Plan and, therefore, the execution of the Institution’s ESG strategy. The Sustainability Committee
met 11 times in 2023.

Organisation

The Sustainability and Efficiency Division was created in 2021 and is the unit responsible for defining and
managing Banco Sabadell Group’s responsible banking strategy, including the implementation of ESG
criteria in such a way as to ensure that they are applied in all of the Bank’s business units, affiliates and
international subsidiaries. The Sustainability and Efficiency Director is also a General Manager, a member of
the Institution’s Management Committee, and reports directly to the Chief Executive Officer.

Since 2022, the organisation has been focused on embedding the ESG risk strategy in its day-to-day
operations, in its control arrangements and in the development of models and scenarios that consider
these risks.

As new sustainability functions are added and expanded, the Institution’s structure is being adapted to
include the necessary knowledge and skills in all the divisions that are responsible for ESG matters.

The Sustainability Division is a cross-cutting top-level structure that has an overall view of all the new
initiatives to be implemented in the Bank and collaborates in their definition, execution and monitoring.

The Bank is organised according to the system of the three lines of defence, and there are teams dedicated
to sustainability matters in the three lines.

With regard to the first line of defence, the business areas have been reinforced by setting up
specific units that coordinate with the commercial teams sustainable financing solutions for
customers, identifying trends and new social and environmental products and services. The risk
teams have also been expanded to perform their own ESG functions in portfolio risk management.

In order to meet the growing regulatory and supervisory demands, the Research and Models teams have
also been strengthened. These are the teams that add climate scenarios to the stress testing models and
the ICAAP (Internal Capital Adequacy Assessment Process).



Similarly, new members were onboarded to the Compliance, Credit Risk Control, Internal Control
and Models Validation teams to reinforce the second line of defence and guarantee the quality of
the first line of defence’s systems in relation to risk management and governance of sustainability
processes.

Teams of the third line of defence were also enlarged to incorporate audit functions in relation to
governance processes, risk management activities and internal control in the area of sustainability.

This year, the Group has continued to promote its commitment to sustainability by aligning its business
targets with the Sustainable Development Goals (SDGs) and by establishing levers for transformation and
promotion actions. To that end, all of the Institution’s bodies and each of the general divisions are involved
with specific targets that promote sustainability both internally and in society.



3. Sabadell’s Commitment to Sustainability

Banco Sabadell, with its Sustainability Policy and its Environmental and Social Risk Framework, strives to
frame the Group’s activity and organisation within ESG parameters. Environmental, social and governance
factors are present both in decision-making and when responding to the needs and concerns of all its
stakeholders. As a result of that same goal, Banco Sabadell, TSB and Banco Sabadell Mexico have
incorporated the aforesaid parameters into their own commitments.

3.1 ESG framework

As a financial institution, Banco Sabadell plays a fundamental role in building an inclusive and decarbonised
economy. On one hand, mobilising resources, identifying technologies and creating opportunities and, on
the other, incorporating new capabilities and an in-house transformation to embed sustainability into all
agendas, managing the risk of its customer portfolio, minimising the impact of ESG risks and funding a
large part of the investments needed to accomplish the Paris Agreement, the European Green Pact and the
2030 Agenda.

In this context, and to continue making progress with its goal of accelerating economic and social
transformations that contribute to sustainable development, the Bank already reinforced the ESG
dimensions applicable to its strategy, governance and business model with the launch in 2022 of its ESG
framework, Sabadell’s Commitment to Sustainability, setting specific targets for 2025-2050 across four
strategic pillars. This set of commitments includes the alignment of business targets with the Sustainable
Development Goals (SDGs) and establishes levers for transformation and promotion actions. The main
courses of action are the following;:

Progress as a sustainable institution: the Bank focuses on achieving greenhouse gas (GHG)
emissions neutrality, promoting diversity, safeguarding talent, and continuing to incorporate ESG
criteria in its governance, as well as participating in the most relevant ESG alliances.

Support customers in the transition to a sustainable economy: to do so, the Bank is making
progress by setting decarbonisation pathways, supporting customers in their transition to
specialised solutions in renewable energies, energy efficiency and sustainable mobility, and setting
sectoral standards that limit controversial activities and/or those with a negative impact on social
and environmental development.

Offer investment opportunities that contribute to sustainability: in the investor ecosystem, the Bank
focuses on increasing opportunities for savings and investment that contribute to sustainability,
rolling out a wide range of social, ethical, green and sustainability bonds and funds, both its own
and those of third parties.

Work together for a sustainable and cohesive society: in its commitment to society, the Bank
believes that it is essential to take an active role to improve financial education, move forward
inclusion, reduce social vulnerability to the minimum, and ensure security in transactions and
exchanges of information.



Strategic pillars
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Furthermore, the Bank continues to make progress in the area of sustainable finance with its ESG Activities
Plan, as an operational tool that ensures achievement of the milestones stemming from the new
developments and needs generated by changes in the regulatory and supervisory environment, which have
implications for the strategy and the business model, as well as for governance, risk management and
reporting arrangements. Among its main courses of action, which are monitored on an ongoing basis by the
Sustainability Committee, it is worth noting the mobilisation of resources and capabilities in the area of
sustainable finance, the progress made with the Sustainable Finance Plan, the assurance of market
disclosures and the identification of sustainable progress mechanisms in fields such as communication and
training.

All of these actions and goals set out in Sabadell’s Commitment to Sustainability shape the Bank’s ESG
roadmap.

Remuneration linked to Sustainability

The commitment to sustainability and the involvement of the Bank’s staff in the Institution’s ESG
performance are reflected in the attainment of the Group’s targets. Through the synthetic sustainability
indicator (SSI) established in 2020, Key Performance Indicators (KPls) for ESG matters are included and
linked to the variable remuneration of employees, making them part of the Group targets with a weight of
10%. In addition, in 2023, the commitment of the Group’s Senior Management and its Identified Staff has
been further reinforced by adding this synthetic sustainability indicator to the multi-year targets, weighted at
20% and linked directly to their long-term remuneration. Further details provided in section “6.5
Remuneration policy”.

Banco Sabadell’s ESG frameworks in other geographies

It is also worth noting that TSB and Banco Sabadell Mexico have continued to develop their own
commitments to sustainability in line with those of Banco Sabadell:

TSB’s Do What Matters Plan®

The Do What Matters 2025 plan is an integral part of TSB’s business strategy. It brings together their
social and environmental commitments to deliver long-lasting and meaningful impact for customers,
colleagues, suppliers and communities.

5 https://www.tsb.co.uk/do-what-matters
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The plan is simple and focused on three key areas: essentials, people, and planet, and is alighed to TSB’s
purpose — Money Confidence. For everyone. Every day.

The plan has eight long-term goals centred around the themes of social and financial inclusion, fair
business practices, and supporting a just transition to a greener planet.

Let’s do what's right . Let’s do what's right
for - forthe

Customers Customers

Nurture financial resilience and support for tough . Help customers play their part in tackling climate
times . change

Colleagues Colleagues

Continue building a representative workforce where : Empower workforce to improve sustainability

colleagues can thrive ps
9 Communities

Communities Support local activity to drive sustainability
Work to improve money confidence in local communities

: Suppliers
Suppliers : Partner to drive sustainability through the supply chain
Promote fair business and shared values

The Do What Matters Plan 2025, outlines TSB’s ESG governance, the transparency of its reporting, its
compliance with both regulatory and voluntary codes of practice, and how it aims to be a trusted employer.
TSB also works in partnership with a variety of credible third parties to ensure that its actions comply with
recognized, independent standards and commitments, such as the Good Business Charter, the United
Nations Global Compact and The Prince’'s Responsible Business Network. Similarly, to support the
attainment of the planet’s goals, TSB has also been a signatory of the Net-Zero Banking Alliance (NZBA)
since 2021.

This all enables TSB to focus on key initiatives that reflect its role in society and are linked to its business
purpose. More information on the Do What Matters Plan can be found in TSB’s annual reportﬁ.

Banco Sabadell Mexico

As part of Banco Sabadell Group, Banco Sabadell Mexico has developed its business ethically and
responsibly, gearing its commitment towards the environment and society so that its activities have a
positive impact on people and prevent the degradation of the natural environment. This is why it has had an
Environmental and Social Policy, a Sustainability Committee and a Sustainability Division in place since
2021.

In 2023, Banco Sabadell Mexico continued to make progress with its commitment to sustainability through
the implementation of its Environmental and Social Policy, which has been adapted to align it with the
Banco Sabadell Group Sustainability Policy. It has also made progress in terms of sustainable financing and
climate risk management.

In terms of ESG milestones, Banco Sabadell Mexico has been applying the Group’s Eligibility Guide as its
own since 2022, as a tool to determine which activities facilitate the transition of its portfolio towards a
more environmentally and/or socially sustainable economy. In 2023, actions were also taken to reduce the
volume of finance granted to sectors that could potentially have a negative impact on the environment. In
this sense, it continues to build on the implementation of the Environmental and Social Risk Management
System (known as SARAS, by its Spanish acronym), which seeks to identify and manage the aforesaid risks
associated with its customers’ activities. Further details provided in section “5.5 Green loans and lines of
credit with multilateral development banks in Mexico”.

6 https://www.tsb.co.uk/investors/results-reports/
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3.2 Initiatives and alliances

In a cross-cutting way and in line with its commitment to sustainability, Banco Sabadell continues to forge
alliances with other sectors and is part of major international initiatives designed to fight climate change
and improve social development:

Signatory of the corporate responsibility initiative of the United Nations Global Compact and the ten
principles in the areas of human rights, labour, environment and anti-corruption, since 2005.

Signatory of the Carbon Disclosure Project (CDP) for action against climate change since 2009.

The signature of the Equator Principles, since 2011, which incorporate social and environmental
criteria in the funding of large-scale project finance and corporate loans.

Since 2019, it has adhered to the United Nations Principles for Responsible Banking, the first
global framework of reference that defines the role and responsibilities of the banking industry in
ensuring a sustainable future, to that end reinforcing the alignment with the SDGs in relation to the
Paris Agreement.

In 2019, it ratified the Collective Commitment to Climate Action, whose goals serve to further
reduce the carbon footprint of balance sheets.

Since 2020, it became a member of the Task Force on Climate-related Financial Disclosures (TCFD)
for the disclosure of risks and opportunities related to climate change.

Since 2021, it became a member of the Net-Zero Banking Alliance (NZBA), an international alliance
convened by the United Nations Environment Programme Finance Initiative (UNEPFI), through which
the Bank is committed to aligning its lending portfolios with net-zero emissions by 2050 at the
latest, in line with the targets of the Paris Agreement.

Adherence in 2022 to the Partnership for Carbon Accounting Financials (PCAF"), in order to
measure and disclose emissions financed through loans and investments in a standardised way.

" The Partnership for Carbon Accounting Financials (PCAF) is a collaboration among financial institutions from all over the world,
launched in 2019, to measure and disclose the CO, emissions of their credit and investment portfolios using a standardised
approach. PCAF participants work together to develop the Global Greenhouse Gas (GHG) Accounting and Reporting Standard for
the financial industry. Futher details provided in https://carbonaccountingfinancials.com/Industries.
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In addition to the above alliances, all of which are implicit in the ESG framework Sabadell’s Commitment to
Sustainability, other transformation and promotion actions are included, both those implemented by the
Group and those planned for the future, which aim to accelerate ecological transition, reinforce the fight
against climate change and support social development, reinforcing and in turn addressing priority matters
arising in that respect. This framework is aligned with the UN SDGs® and focuses on those where it has the
greatest capacity to influence due to systemic interrelationships, type of activity and capacity to make an
impact. In this respect, although the Institution’s goal also involves contributing to all SDGs, the following
ones have been given priority:

DECENT WORK AND 9 INDUSTRY, INNOVATION

ECONOMIC GROWTH AND INFRASTRUCTURE
Affordable and clean energy. Decent work and economic Industry, innovation and
growth. infrastructure.

13 CLIMATE 16 PEACE, JUSTICE
ACTION AND STRONG
INSTITUTIONS

& 4 y,

Climate action. Peace, justice and strong
institutions.

3.3 Materiality

In 2022, a review was carried out of the materiality analysis performed in 2021, which established a list of
material topics for the Group. This review was carried out in order to update the Group’s perspective in the
materiality matrix and to adapt to the increasingly demanding regulatory requirements and market
environment in this respect. Similarly, the method of prioritising material topics based on their importance
was replaced with a method based on the impact they generate, in line with the requirements of “GRI 3:
Material Topics 2021”, published in October 2021.

In addition, during the second half of 2023, work got underway to update Banco Sabadell Group’s
materiality analysis according to the guidelines of the European Sustainability Reporting Standards (ESRS)
developed by the European Financial Reporting Advisory Group (EFRAG).

The objective of this analysis is to identify and prioritise the material topics® of relevance to the Group and
its stakeholders, with three aims:

Ascertain the ESG priorities on which Banco Sabadell Group should focus its attention, taking into
consideration risks, opportunities, impacts and trends.

Strengthen the relationship with the various stakeholders when identifying and outlining the
impacts and expectations with regard to ESG.

Address the disclosure needs arising from legal requirements and from analysts and indices, as
well as the demands of shareholders, investors, rating agencies and other stakeholders, with a
language that is easy to understand.

Methodology

The materiality analysis was carried out based on the GRI disclosure standards and regulators’
recommendations, incorporating the double materiality perspective in that analysis:

8 Further details on the contribution to all SDGs, provided in Annex 5 - SDG alignment.
° Relevant aspects: those that can reasonably be considered important when it comes to reflecting organisations’ economic,
environmental, and social impacts, or that influence the decisions of stakeholders. (GRI Standards).
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Non-Financial Reporting Directive (NFRD) and its transposition to Spanish law (Law 11/2018 on
Non-Financial Information and Diversity).

Report on CNMV oversight of the annual financial statements for 2020 and main areas for review in
the financial statements for the following year, published by the Spanish National Securities Market
Commission (Comisién Nacional del Mercado de Valores or CNMV).

Considerations of materiality in financial reporting, published by the European Securities and
Markets Authority (ESMA) in October 2022.

The requirements of European Union Directive 2022/2464, known as the Corporate Sustainability
Reporting Directive (CSRD), were also taken into account.

To that end, in 2021 priority stakeholders, whose demands and requirements were included in the
materiality analysis, were identified, namely: employees, suppliers, customers, investors, rating agencies,
society, regulators and supervisory authorities, and economic operators. Following this interaction with the
various stakeholders, the materiality of all topics related to ESG was analysed, from the perspective of both
internal and external stakeholders. The material topics and their definitions are set out in section 3.3.1. of
this document.

In a second phase of the materiality analysis process, carried out in 2021 and updated in 2022, Banco
Sabadell combined the analysis of stakeholder expectations with the identification of impacts from a double
materiality perspective. The double materiality process aims to identify the impacts of the environmental
and social environment on the Group, and of the Group on its stakeholders, assessing these to obtain a
holistic view of the extent to which sustainability issues are impacted by each material topic.

To that end, the Bank identified the actual and potential impacts to which it contributes through its
activities. Details about the identification of impacts for each material topic are provided in section 3.3.2. of
this document.

Based on these identified impacts, and with the aim of prioritising them, the Group carried out a
quantitative assessment in which it sent questionnaires to different areas of the Bank to consult them on
these impacts, determining their extent using pre-defined scales.

Potentially positive and actually positive impacts were evaluated based on the following attributes:
Probability: understood as the probability of the impact materialising.

Scale and extent: the scale of an impact refers to how beneficial it is or could be, while the extent
refers to how far-reaching it is or could be.

On the other hand, potentially negative and actually negative impacts were evaluated based on the following
attributes:

Probability: understood as the probability of the impact materialising.

Severity: determined by the level of severity of the impact, the extent of the impact and the degree
of difficulty involved in counteracting or repairing the resulting damage.

The results of the analysis made it possible to complete the double materiality approach, which is explained
in section “3.3.2 Double materiality”, and to update the materiality matrix, which is set out in section
“3.3.3. Materiality matrix”. Concerning the results, three levels of priority were established, level 1
representing the greatest impact for the Group and in which the following material topics were included: (i)
Corporate governance, (ii) Value creation and solvency, (iii) Ethics and integrity, (iv) Climate-related and
environmental risks, and (v) Sustainable finance and investment.

14



3.3.1 Definition of Material Topics

The topics that the Bank deemed material in its analysis are defined below:

Material topics Definition
Governance
1. Corporate Compliance with best practice in Good Corporate Governance and ESG Governance. This
governance includes, among other aspects: structure and diversity of governing bodies, their evaluation and
remuneration, functions in terms of ESG (setting non-financial targets, performing oversight
activities, establishing commitments, etc.).
2. Transparency and | Mechanisms to ensure effective and transparent communication with stakeholders in order to

data management

manage expectations and to identify and address their requirements through established
dialogue mechanisms, as well as reporting of financial and non-financial information.

Risk management
and cybersecurity

Identification, assessment and management of the operational risks to which the Group is
exposed. Includes financial risks (credit, market, liquidity and structural) and non-financial risks
(cybersecurity, reputation, health and safety, among others).

Customer
satisfaction and
digitalisation

Actions taken by the Institution in order to excel in the provision of services of the highest quality
(meeting customer expectations) and to improve the customer experience (digitalisation, special
and adapted advisory measures, etc.), based on responsible and transparent marketing.

Corporate culture

Corporate principles and actions aimed at improving Banco Sabadell’s image and business
trajectory, which is reflected in its employees’ pride of belonging and in the corporate reputation
as perceived by stakeholders.

Ethics and integrity

Compliance with national and international legislation in force in all countries in which the Group
operates, as well as the specific commitments undertaken on a voluntary basis by the
organisation in its corporate policies and in its code of conduct.

Responsible supply
chain

Extension to the supply chain of the Group’s own commitment to socially responsible practices
and of commitments to uphold workers’ rights, freedom of association and environmental rights.

8.

Value creation and
solvency

Maintain good economic performance to ensure profitability and the creation of value for
shareholders and investors.

Environmental

and human rights

9. Sustainable Identification and development of a range of financial products and services that consider ESG
finance and aspects in their design, management and marketing.
investment®

10. Climate and Identification and management of risks associated with climate change and the environment,
environment: risks | complying with best practice, the regulations in force and supervisory expectations.

11. Internal Impact on the environment stemming from Banco Sabadell’s activity, as well initiatives for eco-
environmental efficiency and own emissions management that the company has implemented to reduce it.
footprint

12. Commitments and | Initiatives, certifications and commitments adopted by Banco Sabadell with the aim of improving
partnerships in its environmental management. Includes activities carried out by the Institution to raise
environmental awareness and impart training in relation to environmental matters.

Social

13. Diversity, inclusion |Actions and initiatives proposed to eliminate discrimination in the workplace on the basis of
and equality gender, race, age, ethnicity, religion, disability or for any other reason. These include: reducing

the pay gap, producing plans and protocols to foster diversity and equality (work-life balance,
flexibility of working hours, working from home and the right to disconnect), and the inclusion of
vulnerable groups in the workplace, among other things.

14. Quality Promotion of quality employment, fostering of professional development and attraction and
employment and retention of talent. This topic includes: training plans, promotion of wellbeing, employee health
talent management | and safety and all initiatives designed in pursuit of these aims (performance appraisal, promotion

and pay, internal mobility, etc.).

15. Social commitment | Commitment to the development of local communities through corporate volunteering activities,

collaboration with charity projects and/or direct donations. This aspect includes Banco Sabadell
Group’s commitments and actions related to protecting human rights.

10 Topic with environmental and social impacts.
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3.3.2 Double Materiality

With the aim of ensuring that the materiality analysis is comprehensive, the proposed identification of the
main impacts of the environment on the Group and that of the Group on its stakeholders was updated in
2022, according to the double materiality perspective, in line with the guidelines of the main regulatory
bodies governing this topic (i.e. EU, CNMV and ESMA). The 2022 update included a list of impacts for all

material topics.

Double materiality approach

Material topics

Social and environmental impact on Banco

Impact of Banco Sabadell on its

Sabadell Stakeholders
Governance
1. Corporate governance Appropriate  management of this topic|This topic makes it possible to generate
enables the promotion of diversity and|value and more reliability in business
heterogeneity of skills in the governing|management for  shareholders and
bodies. It also enables alignment with the |investors, in addition to generating a
requirements of supervisors and regulators | perception of greater strength and
in terms of corporate governance. resilience before the regulators.
Managing this topic requires greater
internal control and a higher level of
reporting
2. Transparency and data Management of this topic reduces future |The management of this topic reduces the
management exposure to risks and possible economic |risk of failing to comply with regulations and
sanctions related to transparency and data |enables a relationship of trust to be built
management. with the supervisory authorities.
More stringent demands have been placed |On the other hand, it involves increasing
on the management of this topic, requiring |the data requirements for customers,
the continuous improvement of systems, |suppliers and other stakeholders.
communication channels and internal data
control and verification, as well as
continuous investment in security and good
data management.
3. Risk management and Correct management of this topic allows|The correct management of this topic
cybersecurity the Institution to meet its business|allows capital to be protected, generating
objectives, maintain its position in terms of | trust and security among stakeholders.
solvency, liquidity, profitability and asset
quality, and to generate trust among|Inadequate management of this topic
regulators, investors, customers and|directly affects the right to privacy of
society. customers, suppliers and other
stakeholders, and generates financial
The management of this topic requires |impacts.
continuous investment by the Group in
employee training, and directly affects
financial performance.
4. Customer satisfaction and | Correct management of this topic allows|The management of this topic has a direct
digitisation the Institution to build the loyalty of existing |impact on customers, meeting their
customers and attract new ones, which|demands for financial products and
encourages long-lasting relationships built | services with an accessible and specialised
on trust, which in turn increases Group |service. In addition, digital solutions offer
profits. The digitalisation process also|them tailored and personalised services,
enables the Group to be more efficient and | with greater availability.
to reduce the environmental impact of its
activities. However, groups that are not familiar with
the digital environment might struggle to
Managing this topic requires continuous |access these, or there may be an increase
investment in innovation, the development|in the level of customer demand or in the
of new solutions based on employee|required level of specialisation of
training, new technology and the|employees and suppliers.
digitalisation of services that meet
customer expectations.

16




Double

materiality approach

Material topics

Social and environmental impact on Banco
Sabadell

Impact of Banco Sabadell on its
Stakeholders

5. Corporate culture This topic allows the Institution to protect | The corporate culture generates a feeling of
itself from possible conduct risks or|belonging and increased job satisfaction
conflicts of interest, and in turn reduces|among employees, as well as a better
loss of human and intellectual capital. customer experience and greater

confidence among society.
This topic requires policies and internal
codes of conduct to be continuously
updated in order to align them with market
expectations and those of society.

6. Ethics and integrity Ensuring ethical conduct and compliance |Correct management of this aspect
with regulations has an impact on the|generates a feeling of pride and belonging
Group’s reputation and on its stakeholder | among employees and customers.
relationships, underpinned by an ethical
and fair approach to business that is also|This improves the reputation of Banco
respectful of legal considerations. Sabadell Group and builds trust among

regulators, investors and society.

7. Responsible supply chain |The management of this topic improves|A responsible supply chain generates
supply chain management and control. greater confidence among society and

among customers.

It requires, in turn, a more demanding
approach to supplier monitoring and|On the other hand, tougher terms of
accreditation  processes, which could|engagement could lead to a loss of
potentially result in a price increase, as|suppliers.
supply would be confined to sustainable
suppliers.

8. Value creation and The attainment of solvency objectives has |Proper management of this aspect has a

solvency an impact on the Group’s market|positive impact on all stakeholders, as it

positioning, allowing it to attract and retain | generates wealth, social value, security and
capital. It also reduces its vulnerability to|confidence in capital protection, for both
risks that could affect Banco Sabadell and |investors and customers.
generates confidence among stakeholders.

Environmental

9. Sustainable finance and This topic makes it possible to identify|This topic allows the Institution to increase

investment

business and investment opportunities in
new markets and to develop a range of new
products and services and, by doing so,
create a new source of income. In addition,
it allows the Bank to position itself in
relation to competitors that include
sustainability in their business model and
strategy.

This topic may give rise to more demanding
ESG requirements for funding or investment
in certain sectors and activities. It also
requires new plans to promote products
and services in the medium-to-long term

the range of sustainable financial products
and services, as well as products and
services that contribute to a positive social
impact through financial inclusion, among
other things, thereby offering support to
customers, shareholders and investors who
have a greater appetite for ESG aspects.
Supporting customers in this respect has a
positive effect on the Group’s reputation,
setting the Institution apart in the
marketplace as a more sustainable
business that is more firmly committed to
the environment and to society.

On the other hand, it could make it more
difficult for customers in carbon-intensive
sectors to transition, and could increase
customer information needs.
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Double materiality approach

Material topics

Social and environmental impact on Banco

Impact of Banco Sabadell on its

Sabadell Stakeholders

10. Climate and environment: |Correct management of this topic allows|This topic incentivises investment in

risks the Group to reduce its future exposure to | sectors and products aligned with the green
climate-related and environmental risks, |transition, generating greater confidence
improving the Group’s reputation and its|among investors and society.
relationship with stakeholders, and allowing
it to remain aligned with regulatory | The management of risks related to climate
requirements in this regard. change and the environment could require

more control and result in tougher financing

Management of this topic requires|conditions for those activities that pose a
continuous investment by the Group to |greater risk.
attain a high level of market monitoring,
with improvements to information systems,
designs for ongoing specialised training
plans for employees and the hiring of
qualified personnel.

11. Internal environmental The reduction of the internal environmental | This topic allows the Institution to earn the

footprint footprint through appropriate management | confidence of an increasingly climate-aware
and control reduces future exposure to|society, and generate a positive
risks related to GHG emissions caps, and |environmental impact by reducing the
improves energy efficiency by reducing the | Group’s emissions.
associated resources.

12. Commitments and The Group’s adhesion to and | This topic allows the Group to create value
partnerships in implementation of environmental | for investors and shareholders through
environmental matters commitments and partnerships enables it|partnerships and by meeting environmental

to gain greater knowledge about best|goals, while generating confidence and
practices in the market, improving its|visibility among customers and society
management of environmental matters and |through a more sustainable and transparent
generating a competitive advantage to set it | business.
apart in the marketplace.
This topic requires more resources, both to
monitor and meet environmental goals and
to fulfil reporting requirements.

Social

13. Diversity, Inclusion and The achievement of diversity targets has a | Appropriate management of this topic

Equality

positive impact when it comes to attracting
and retaining human and intellectual
capital, generating value within the
Institution and improving productivity.

Managing this topic requires more
resources to update internal standards and
policies, draft regulations, develop control
and training models, and to carry out more
meticulous monitoring so as to ensure that
the targets related to diversity, inclusion
and equality are met.

reduces inequality, generating a feeling of
pride and belonging among employees.
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Double materiality approach

Material topics

Social and environmental impact on Banco
Sabadell

Impact of Banco Sabadell on its
Stakeholders

14. Quality employment and |Ensuring high-quality employment makes it|This topic allows employees to further their
talent management possible to attract and retain human |professional career with adapted plans,

capital, improve employee productivity and, | giving them more stability and adding to
in addition, allows the Institution to better |their professional wellbeing. It also enables
align employees’ capabilities with its|the Institution to improve its image and
objectives and strategies. reputation and to earn society’s trust.
Management of this topic requires training
to be imparted, standards and internal
policies to be updated and made more
flexible, and it also requires more human
resources in order to position the Institution
as a benchmark among its competitors.

15. Social commitment and|Proper management of this topic makes it|This topic allows new products and services

Human Rights

possible to identify new investment
opportunities to meet the needs of
vulnerable groups. It is also a way of
differentiating  retail banking through
financial inclusion. It makes it possible to
ensure  alignment  with  international
conventions on the protection of human
rights.

On the other hand, this topic requires more
in-depth monitoring of specific products and
services to meet the needs of vulnerable
groups. It also requires further development
of corporate volunteering programmes and
the promotion of social action activities.

to be developed that contribute to
generating a positive impact through
financial education and inclusion for
vulnerable groups. In addition, it allows for
the implementation of social programmes
that support the development of certain
communities.

This topic may limit access to suppliers due
to more stringent requirements placed upon
suppliers in this regard.

19




3.3.3 Materiality Matrix
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*The range of permitted values in both axes is from O to 4. In this graph, only figures of 1.5 up to 3.5 are shown, for better display.
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3.3.4 Engagement with Principles for Responsible Banking

In 2022, Banco Sabadell carried out an analysis to identify the positive and negative impacts arising from
its financing activities, in line with the requirements of the Principles for Responsible Banking of the United
Nations Environment Programme Finance Initiative (UNEP Fl). This analysis enabled the Institution to identify
the environmental, social and economic impacts (positive and negative) associated with the Retail Banking,
Business Banking and Corporate Banking loan books.

The results of this analysis prompted Banco Sabadell to prioritise two areas of impact on account of their
materiality rating assigned in both analyses: Climate and Environment, and Financial Inclusion and
Education.

Both areas of impact that were prioritised are aligned with the results obtained in this materiality analysis.
In this respect, the areas prioritised in the impact analysis in relation to Climate and Environment, and
Financial Inclusion and Education relate directly to at least three of the material topics for which positive
and negative impacts were identified according to the double materiality perspective (impacts of the
environment on the Institution and of the Institution on stakeholders). The area of impact in relation to
Climate and Environment is closely related to the material topics of Climate and Environment, Sustainable
Finance and Investment, and to commitments and partnerships in environmental matters. On the other
hand, the area of impact relating to Financial Inclusion and Education is directly related to the material
topics of Social Commitment and Human Rights, Sustainable Finance and Investment, and Customer
Satisfaction and Digitalisation.
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4. Commitment to climate and the environment

B 12 m 13 & 14 G J15 tine
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The transition to a sustainable economy is a global calling that encompasses environmental, social and
governance challenges and requires a transformation of the economic model that will affect all economic
players. Its main goals include social development and the achievement of climate commitments, such as
the Paris Agreement, the European Green Pact and the 2030 Agenda. Under this same precept, Banco
Sabadell is steering its activity by channelling resources, supporting companies and individuals with
specialist advice, and activating different action levers according to the transition needs of each sector.

To that end, Banco Sabadell has an ESG action framework (section 3. Sabadell’s Commitment to
Sustainability), which is aligned with the SDGs and in which climate action (SDG 13) is one of the priority
SDGs of its corporate strategy.

4.1 Environmental risk governance

The framework of environmental risks (understood to be those stemming from climate change and
environmental degradation) is defined by the Sustainability Policy and the Environmental Risk Policy. On one
hand, the Sustainability Policy aims to provide a framework for all of the Institution's organisation and
activities within ESG parameters, which incorporate environmental, social and governance factors in
decision-making. Based on those parameters, it aims to respond to the needs and concerns of all of its
stakeholders. On the other hand, the aim of the Environmental Risk Policy is to define guidelines for
managing and controlling the risks associated with climate change and environmental degradation,
specifying the principles and critical parameters applicable to significant aspects.

As a result of this framework, a governance scheme has been defined, formed of the Board of Directors and
the Bank’s Board Committees and Internal Committees indicated here below, which are responsible for
approving and supervising, with a pre-established frequency, the most significant aspects with regard to
risks associated with climate and environmental degradation:

— Board of Directors: in relation to the management and control of environmental risk management,
the Board is ultimately responsible for embedding it into the general strategy and for establishing
the necessary mechanisms for its review. Its duties range from monitoring environmental risk to
approving and reviewing the organisational and functional framework for managing, controlling and
reporting on this risk, approving the associated policies and reviewing them on an annual basis.
Lastly, it is worth noting that the Board of Directors has received specific training on climate risk
management, the impact deriving from climate risks, policies and rules on the topic, as well as
measurement metrics such as the carbon footprint and decarbonisation pathways.

— Board Risk Committee: responsible for supervising and ensuring that all of the Group’s risks are
properly taken, controlled and managed, in accordance with the Group’s Risk Appetite Statement,
and for reporting to the Board of Directors on the performance of its duties.

— Board Strategy and Sustainability Committee: responsible for analysing and reporting to the Board
of Directors on environmental risk policies and for reporting to the Board of Directors on any
amendments or periodic updates of the environmental risk strategy. It is also responsible for
supervising the model for identifying, controlling and managing risks and opportunities in relation to
sustainability including, where applicable, environmental risks.

— Board Audit and Control Committee: its main duty is to supervise the effectiveness of the Group’s
internal control, internal audit and risk management systems, coordinating with the Board Risk
Committee as necessary. Environmental risks, among other aspects, are included.

— Management Committee: this is the most senior management body of the Institution and it is
responsible, among other things, for all matters related to the development of the business in the
various geographies, as well as matters arising from financial planning and financial activity, those
relating to organisation and human resources, technology and all other aspects related to day-to-
day business management.

— Sustainability Committee: this management body is responsible for establishing the Bank's
Sustainable Finance Plan and monitoring its execution, as well as defining and disclosing the
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general action principles related to sustainability and promoting the development of related projects
and initiatives. Its duties include reporting on a regular basis to the Management Committee and
reporting, at least once a year, to the Board Strategy and Sustainability Committee on the progress
made with the Sustainability Plan and its initiatives. It meets on a monthly basis to monitor the
most salient topics in relation to ESG. On a regular basis, the Corporate Sustainability Report is
submitted to the Sustainability Committee and then subsequently to different bodies within the
Bank.

Technical Risk Committee: this is the management body responsible for supervising the
management and control of the Institution’s risks and which supports the Board Risk Committee in
performing its duties. Every month, a Credit Risk Dashboard is submitted, which includes, among
other things, the evolution of the Institution’s existing stock of loans and new loans granted for
activities classified as carbon-related, carbon-intensive, green and social, as well as the carbon
footprint in terms of financed emissions, the evolution of the established decarbonisation pathways
and the quantification of physical and transition risks in the credit book.

4.2 Climate-related and environmental strategy

In 2023, the Institution has taken one step further towards its goal of fighting climate change and it has
disclosed its second set of decarbonisation targets for 2030 (subsection on Portfolio Alignment in this very
same chapter) and its ambition to provide support, advice and sustainable finance to individuals and above
all to companies, focusing specifically on those in sectors that are the most CO2 emissions-intensive, as
they are the ones that need to make substantial sustainable investments.

In consistency to with its ESG action framework and its role as a financial institution, the Group addresses
climate-related and environmental matters from a two-fold perspective (internal and external), considering in
its climate-related and environmental strategy:

1) The potential impacts of climate-related and environmental risk on financial activity. In this sense, its
strategy is based on:

a. ldentifying, measuring and managing the risks related to climate change and environmental
degradation (section 4.3 Environmental risk management).

o With regard to the identification of climate-related risks (section 4.3.1 Risk identification),
the Bank conducts a quantitative analysis of the impacts stemming from climate risks on its
credit portfolio (physical, transition and environmental degradation risks). In addition, every
year the assessment of the materiality of environmental risks’ impact on the main risks
included in the Global Risk Framework is reviewed.

With regard to measurement and quantification (section 4.3.2. Assessment and
measurement), the Bank evaluates the impact of its credit book with two different analyses.
The first consists of measuring the credit book’s climate-related and environmental risk,
while the second focuses on measuring the portfolio’s carbon footprint. In terms of the first
analysis, the Bank measures climate-related and environmental risk of borrowers under two
approaches: (i) a bottom-up approach for large enterprises, using the Climate-related and
Environmental Risk Indicator (IRCA, in its Spanish acronyms) and (ii) a top-down approach for
smaller-sized companies and retailers. With the second analysis, the Bank measures the
emissions of its financed credit portfolio, using the methodology of the Partnership for
Carbon Account Financials (PCAF) to that end.

In relation to the management of climate-related and environmental risk (section 4.3.3
Integration into management arrangement), the Bank has various policies, procedures and
tools to ensure climate risks are effectively embedded into transaction approval and portfolio
monitoring processes.

b. ldentifying and leveraging opportunities related to the transition to a sustainable economy
(section 5. Commitment to sustainable finance):

Increasing exposure to green financial assets, as they are one of the key factors in achieving
decarbonisation targets. In this regard, progress continues to be made on the
implementation of financing solutions in the different businesses through Green and Social
Loans (GSLs), Sustainability-Linked Loans (SLLs).
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Offering specialised advice and responding to the transition challenges of all customers
(large enterprises and corporations, SMEs and individuals) by:

1. Offering strategic advise, identifying the most appropriate sustainable finance solutions.

2. Promoting the energy transition with solutions and agreements with partners from
different sectors.

3. Offering ESG investment opportunities.

+ Engaging in management activities with larger knowledge and specialisation, levering the
internal training of teams specialised in sustainability through the certification in sustainable
finance attended by the Carlos lll University in Madrid, along with other internal training
schemes.

2) The way in which the Group’s facilities and its use of resources directly impact the environment in which
it operates (section 4.4. Environmental management and impact). Its strategy in this regard consists of:

a. Reducing greenhouse gas (GHG) emissions and other sources of pollution, through
Environmental management of its facilities
Reduction of own consumption
Actions related to the circular economy and waste management

b. Offsetting its own emissions.

In 2023, Banco Sabadell renewed its commitment to offsetting, including all Scope 1, 2 and 3 emissions
in Spain, Mexico and the USA, through the purchase of credits.

TSB, for its part, has offset its Scope 1 and 2 emissions in 2023 through reforestation projects in Bolivia
and it has invested in forests, peatlands and woodlands in the United Kingdom to offset its future
emissions.

Portfolio Alignment

Banco Sabadell Group considers that aligning the portfolio and decarbonisation targets offers a valuable
input for risk management, on an ex-ante basis, as a portfolio that is aligned with a particular transition
pathway and decarbonisation targets will tend to produce a smaller impact than one that is not aligned and
with no targets (assuming the selected reference scenarios remain close to the actual trajectory).

In 2021, Banco Sabadell Group joined the Net-Zero Banking Alliance (NZBA), thus reinforcing the strategy to
fight against climate change, undertaking to align its lending and investment portfolios with net-zero
emissions of greenhouse gases (GHGs) by 2050, in line with the targets of the Paris Agreement.

At the same time, these commitments involve setting targets for 2030, as well as interim targets from that
date onwards 5-year intervals for the most GHG-intensive sectors based on the analysis of customers’
carbon footprints and on sectoral decarbonisation pathways, which are in turn based on scientific criteria
defined by recognised international bodies.

To reach these climate targets, the Group is committed to supporting and financing the transition of
companies that invest in adapting to a low-carbon economy and whose ESG performance is in line with the
Bank’s expectations for each sector.

In this respect, the Bank has a decarbonisation strategy that is present in all of its activity, through its
strategic action framework, the support it provides to customers to transition, and its risk management
arrangements, using cross-cutting and sector-specific levers to that end.

Strategic action framework: the Bank believes it is important to ensure that its portfolio is aligned
with its decarbonisation targets and, to that end, it has introduced elements linked to
decarbonisation in its risk appetite framework and in its policies and sectoral planning processes,
and it has set decarbonisation pathways to achieve those targets.

 The Scope 3 emissions that will be offset include supplies (water, paper and plastic), waste, business travel and employee
commuting. This offsetting does not include emissions associated with the financed portfolio (category 15).
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Business activity and support for customers in the transition: further action is being taken to raise
awareness and offer advice across all sectors of the business fabric, offering solutions to finance
the investments required for this transition. To that end, the Bank offers all of its capabilities
available to them through specialised teams and a Sustainable Financing Framework. To
complement this, the Bank supports large corporations in their decarbonisation plans and it offers

specialist advisory services and finance, with brokered solutions, to SMEs and individuals.

Risk management: the Bank has added decarbonisation levers to its risk management guidelines,
specifically for its credit approval and portfolio monitoring processes, which are included in its
customer performance analysis and in its commitments and transition plans. It also estimates how
its operations might potentially impact the achievement of the decarbonisation targets for 2030
and it monitors decarbonisation pathways on an ongoing basis.

Decarbonisation targets

In line with the commitments established by the NZBA, in December 2023, Banco Sabadell continued to
move forward with its strategy to fight against climate change, setting decarbonisation targets for the
following three new sectors: iron & steel, automotive and aviation.

The new targets are additional to the first four decarbonisation targets published in December 2022 for the
following sectors: electricity, oil & gas, cement and coal mining.

The activities covered by the aforesaid targets centre on the stage of each sector’s production chain where
transition is most likely to reduce the overall volume of greenhouse gas emissions.

With this goal in mind, commitments have been determined taking into account the Net Zero Emissions by
2050 (NZE2050) Scenario published by the International Energy Agency (IEA), which establishes
decarbonisation pathways for different sectors that are consistent with limiting the global temperature rise
to 1.5°C above pre-industrial levels.

Targets published as at December 2023:

Value chain Emissions  Reference . Base Base 2030 %
Sector . Metric year .
stage scope scenario year . target reduction
metric
Electricity  Electricity 1 and 2 IEA Net Zero Physical intensity Kg 2020 61 85-45 -
generation 2050 CO2e / MWh
Oil & Gas Upstream & 1,2and 3 |EA Net Zero Absolute emissions 2020 6,300 4851 -23% vs
Downstream * 2050 Kt CO2e 2020
Cement Production 1 and 2 IEA Net Zero Physical intensity Kg 2020 660 510 -23% 'S
2050 CO2e / tonne cement 2020
Coal Mining activity ~ Not IEA Net Zero Exposure in Million 2020 3 ~0 -100% vs
applicable 2050 euros 2020
Iron & Steel Manufacturing 1 and 2 IEA Net Zero Physical intensity 2022 1,593 1,172  -26% vs
2050 KgCO02e / tonne steel 2022
Automotive Manufacture / 3 IEA Net Zero Physical intensity 2022 211 124 41%  vs
OEMs 2 2050 gC02e / vkm® 2022
Aviation Airlines 1and 2 IEA Net Zero Physical intensity 2022 94 65 31%  vs
20504 gC02e / rpk® 2022

Notes about methodology applied: Base year (2020) data and 2030 targets are based on the large corporations segment. To
determine industry commitments based on the reduction of emissions intensity (electricity and cement), average emissions
intensity has been calculated based on emissions and attributed output according to the amount of financing granted. The
commitments have been determined based on the methodology of the Science-Based Targets initiative (SBTi) and the pathway
indicated in the reference scenario for the oil & gas, cement and coal industries.

Note 1: Includes refining.

Note 2: OEM: Original Equipment Manufacturer. Scope 3 emissions are those linked to the use of sold vehicles (category 11 -
Use of sold products).

Note 3: vkm: vehicle kilometre.

Note 4: A correction factor has been added to the scenario to remove the distortion caused by Covid-19 in the forecast data for
the 2019-2030 period, due to the reduced aircraft occupancy rate during the pandemic.

Note 5: rpk: revenue passenger kilometre.
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In August 2023, the UK subsidiary, TSB, published specific targets for its residential mortgage book.

TSB identified that it has an opportunity to achieve a reduction from its current carbon dioxide emission
levels from 20.14 kgC02/m2 to 16.11 — 14.97 kgCO2/m2. This brings TSB significantly closer to its target
reduction of 42%, established in accordance with the NZBA. However, to reach the required emissions level
of 11.75 kgC02/m2, significant engagement from government and other entities will be needed to create
the environment for consumers to improve the energy efficiency of their properties.

Value chain Scope of Reference : Base Base vear 2030 % reduction vs
Sector gtage ! emissions scenario Metric year motrc target * Pase ylearv
Residential Emission intensit,
mortgages Owners 1and 2 IEA ETP B2DS* 2 Y 2022 20,14 11,75 -42 % vs 2022
(TSB) kgCO,e / m

Note 1: International Energy Agency’s Below 2 Degrees Scenario.

Monitoring of decarbonisation targets

Base year

. Emissions : Evolution %  reduction
Sector Value chain stage scope Metric 2029 2021 2022 2020 - 2022 2030 target 2020 - 2030
metric
. Electricity Physical intensity Kg Remains in .
Electricity generation 1 and 2 CO2e / MW 61 77 68 range 85-45
Oil&Gas ~ Upsteam& 1,2and3  APsoluteemissions Kt g 554 5466 4,923 21.9% 4,851 23%
Downstream CO2e
Cement Production 1and 2 Physical intensity Kg g 651 645 3.6% 510 23%
CO2e / tonne cement

Remains at

Coal Mining activity N/A Exposure Million euro 2.9 2.2 3.3 values close to ~0 -100%
target

Notes about methodology applied: Pathway evolution calculated based on customer exposure as at yearend and on
counterparties’ most recent data available in the first quarter of 2023.
Note 1: Includes refining.

In relation to the achievement of the targets set in 2022, the Bank applies its decarbonisation strategy
ensuring various levers depending on the circumstances of the sector and of the customers themselves.
Specifically it focuses on:

Electricity: maintaining a leading position in renewable project finance and promoting the
development of new technologies as an alternative to the use of fossil fuels.

Oil & Gas: taking actions to help customers reduce their emissions, offering finance for investment
plans linked, for example, to the development of synthetic fuels or to the transformation of the
production model.

Cement: the main decarbonisation focus area is helping customers reduce their emission intensity,
driving the transformation of their production models.

Coal: although the Bank’s portfolio is residual, it remains firmly committed to phasing out its
exposure to companies in this sector, applying restrictions to the approval of new transactions.

For further details about the sector-specific decarbonisation levers and the methodology used to set targets,
see the Decarbonisation Targets Report included on the corporate website, in the section on sustainability,
available at https://www.grupbancsabadell.com/corp/en/sustainability/commitment-to-sustainability.htmi

4.3 Environmental risk management

The Group understands the environmental risk as the risk to incur in losses as a result of the impacts, both
those existing at present and those that may exist in the future, of environmental risk factors on
counterparties or invested assets, as well as aspects affecting financial institutions as legal entities. These
risks have the potential to generate significant impacts for the real economy (institutions and households)
through various socioeconomic variables, including mortality, migration, job availability and productivity (by
extension affecting GDP). Therefore, it is thought that environmental risk could ultimately result in borrowers
failing to fulfil their payment obligations as a result of not using assets or of companies experiencing
disruptions in their manufacture and supply activities that generate the income used to fulfil payment
obligations.

26



Environmental risks can generate impacts through two ‘risk drivers’: ‘physical factors’ and ‘transition
factors’. There is a trade-off between physical risks and transition risks depending on how and when policies
are implemented to facilitate the transition towards a sustainable economy. In particular, where actions to
transition are delayed or weak, it is assumed that physical risks will increase. In the same way, where the
transition actions and policies are ambitious and premature, transition risk will increase but physical risk
can be expected to fall.

Environmental risks are an additional factor included in the Group’s global risk management framework,
using the identification and measurement of these risks as a basis for their subsequent integration into
management arrangements. The type of environmental risk in which the most progress has been made in
terms of analysis and recognition is climate change risk. However, the risk associated with climate change
is intricately connected to the risk associated with environmental degradation and both feed into each other.

In this respect, the Group identifies environmental risks (those related to the climate and environmental
degradation) according to whether they are transition risks or physical risks. Specifically, climate-related
risks are measured and broken down by transition and physical drivers, while risks associated with
environmental degradation (other non-climate-related factors) are measured in aggregate form, without
distinguishing between the nature of the driver in question (transition or physical).

4.3.1 Risk identification

Physical climate risks

Physical climate risks are those that emerge as a result of climate events. They can be categorised as
either acute risks or chronic risks. Physical risks can lead to a number of consequences, among them the
destruction or disuse of physical assets and business disruption, which in turn can lead to a risk of
collateral losing value due to the impeachment for waste of the commercial or residential properties
securing the loans. The following physical factors or ‘physical risks’ have been identified (this list is non-
exhaustive):

Environmental physical drivers Description

variability. Impacts on exposures with sensitivity to (i)
changing average temperatures, (ii) heat stress and
thawing of permafrost, (iii) changing wind patterns, (iv)
changing patterns and amounts of rainfall, (v) water
stress, (vi) land and coastal erosion, (vii) land
degradation and (viii) rising sea levels.

Gradual loss of ecosystem services (water and food
production, climate control and disease prevention,

Acute Greater severity of extreme weather phenomena, such | Reduction of income due to reduced production
as (i) heat waves (ii) cold snaps, (iii) forest fires, (iv)|capability (e.g. standstills in production, in the supply
cyclones / hurricanes / typhoons / storms /|chain or transportation difficulties).
tornadoes, (v) droughts, (vi) heavy rainfall, (vii) flooding,
and (viii) landslides and subsidence. Direct losses due to damage to assets.

Chronic Changes in rain patterns and extreme climate|Loss of value of customers’ assets serving as

guarantees due to their being located in areas affected
by these risks (desertification, rising temperatures,
rising sea levels, among others).

Decline of production and/or profitability of customers
who depend on ecosystem services.

support for the pollination of crops and cultural
benefits).

Following this definition, Banco Sabadell Group conducted a top-down estimation of the impacts arising from
these climate events on its loan portfolio taking into account:

The probability of occurrence of physical risks: using risk maps to assign a probability of
occurrence. For each of these events, the probability of occurrence is estimated for each postcode,
based on historical data collected from public sources (AEMET, MITECO, etc). This makes it
possible to assess the probability of occurrence of those events that could have a more significant
impact on the portfolio, based on the location and activity of customers. Using this data, the Group
identified a total of 16 events (8 acute and 8 chronic) that could affect the loan portfolio. The
probability of occurrence was calculated for 11 of them in the Spanish portfolio: Floods, Fires,
Rising sea levels, Droughts, Hot spots, Landslides, Maximum temperatures, Minimum
temperatures, Rainfall and thaws, Fog and dust, Storms, winds and gales.

The severity of those risks should they occur, understood as the impact that would arise if physical
risk were to materialise, estimated according to expert criteria at a sectoral level for the business
lending portfolio and in terms of the location of the collateral for the mortgage portfolio. The final
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conclusion is based on the aggregate impact of the four events (coastal and riverine flooding,
wildfires and droughts) to which the Institution has, for now, applied a severity calculation given
their more severe potential consequences. In physical business risk, the severity of events
represents the loss of income, calculated as a percentage, that a company could suffer if that
event was to occur, due to its business coming to a standstill. Therefore, depending on the type of
activity in which the company engages, different events can have different effects on borrowers,
which is why the severity is defined based on the event and the activity according to the European
classification of economic activities (NACE). In the case of physical collateral risk, the severity is
the percentage of the collateral value that could be lost if the event took place. In this case, the
severity does not depend on the activity of the borrower, so all mortgage contracts secured with
property have been treated the same way, regardless of the type of property securing the loan.

The probability of occurrence of each event is multiplied by its severity and these figures are added together
to give the expected impacts, which are the basis for creating physical risk indicators:

Expected impact = > (Event probability of occurrence x Event severity)

This way, for each loan granted to businesses with a Spanish postcode and for each mortgage contract
secured with a property, the physical risk can be classified as either ‘No risk’, ‘Low’, ‘Moderate’, ‘High’ or
‘Very High'.

The Group has also internally developed a methodology that distinguishes between acute and chronic
events in line with the three scenarios (Orderly Transition, Disorderly Transition and Hot House World) of the
NGFS (Network for Greening the Financial System)* and adapted to a time horizon of 30 years. These risks
are being monitored regularly and meticulously under the Orderly Transition scenario, as this is considered
the most likely scenario, although these monitoring exercises do also include the overall impact under the
worst-case scenario (Hot House World). This analysis measures the risk inherent in the portfolio and not the
residual risk, as it does not consider the existence of cover, such as home insurance and/or the existence
of the Spanish Insurance Compensation Consortium (Consorcio de Compensacion de Seguros), among other
things.

In addition, significant progress has been made in the measurement of physical risk and its integration in
management arrangements, as a bottom-up analytical methodology has been defined for the main
counterparties at the level of large enterprises, as these are thought to be more complex and deserving of a
complementary specific analysis. This way, the Bank conducts a more in-depth expert analysis in cases
where this is considered necessary, and can provide more information to the Bank’s top-down model. This
analysis is carried out using public information about the customer, the internal physical risks model and
the expertise of the Bank’s ESG analysts, taking into consideration, among other things, the counterparty’s
reliance on physical assets, the geographical diversification of their production centres and their activities,
and the controls currently in place to mitigate and/or reduce these risks.

Lastly, to effectively integrate these results into management arrangements, this methodology has been
defined in line with the top-down model, so that the results can be integrated in a coherent way and feed
into each other.

Physical risk has also been evaluated in the other geographies in which the Bank operates, through task
forces with teams at the various foreign branches. First, based on companies’ activities, those likely to be
more severely affected should any of the events occur were selected before proceeding to evaluate the
probability of occurrence of the events, thanks to the expert knowledge about the location and the climate
reality of each country. In Mexico and Miami (United States), information about hurricanes and tornadoes
was added.

Taking all of the above into consideration, the most prominent physical risks in Spain’s portfolio are forest
fires, droughts, floods resulting from severe storms, as well as coastal floods and/or rising sea levels, to
which were added hurricanes in the case of Mexico and Miami (United States). As for the subsidiary TSB,
located in the United Kingdom, taking into account that the credit book mainly comprises mortgage assets,
and also considering the specific characteristics of that geography, the main physical risks are thought to be
flooding, subsidence and coastal erosion.

12 For more information about the scenarios used, see section “Climate scenarios and stress test” of chapter 4.3.1.
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The Bank has also continued to work on:

— The measurement and systematisation of the regular collection of data about physical risk and its
associated events in the various geographies in which the Bank is present, through task forces.

— The review of the physical risks model. Specifically, the forest fire event was reviewed in order to
bring the sources of information used to calculate this event’s probabilities of occurrence in
alignment with those recommended by the European Central Bank and with the Bank’s stress
tests. For this reason, these probabilities of occurrence have been updated using information
provided by EFFIS (European Forest Fire Information System), which uses the European satellite
Copernicus.

— Improvement of information about the locations of financed companies’ assets, where specific ESG
analyses of large borrowers conducted by ESG analysts were used to collect information about their
locations and to assess the physical risk to which they were exposed.

Using the aforesaid methodology, of the Bank’s exposure™ to physical risk in the corporates portfolio, 2% is
rated ‘Very High’ and 9% as ‘High’. Although the ‘Very High’ risk exposure has not changed from the
previous year, the ‘High’ risk exposure increased by 2.6% due to the methodological change associated with
forest fires, explained earlier. In the case of the collateral portfolio, 13% of the portfolio’s exposure is rated
as having ‘High’ physical risk, with no exposure to ‘Very High’' risk being identified. This case was also
impacted, with an increase of 5.5%, due to the methodological change associated with forest fires.
Therefore, the ‘Very High’ physical risk category was the same as last year, in both business risk and
collateral risk, while the ‘High’ risk category increased, mainly due to the change in methodology applied for
forest fires, as explained previously.

In addition, physical risk also changes depending on the sector, as mentioned in the description of the
severity in the event a risk materialises. The Bank has found that the sectors most sensitive to this risk are
production sectors such as the manufacturing industry and the energy sector, followed by the agriculture,
livestock farming, forestry and fishing sector and the real estate sector.

To ensure physical risks are supervised, they are monitored on a quarterly basis and reported to the Bank’s
Sustainability Committee and to its Technical Risk Committee.

Example of integration of physical risk:

DROUGHT IN SPAIN

The sectoral analysis is further complemented with a deep-dive analysis into certain events with a high
associated impact. In 2023, following the droughts that occurred in Spain, an analysis of how that event
was dealt with and of its potential impact on the loan book was carried out. The sectors found to be the
worst affected were agriculture and livestock farming, as they use 82% of water to irrigate 22.9% of the
arable area, which is used to grow 50% of all crops.

The evaluation of the impact of water shortages is a complex matter, as it depends on how the drought
has impacted each geographical area and also on how each area has been able to adapt its irrigation
techniques and crops to water shortages. During the analysis, it was found that the regions that had
historically been hit the hardest by water shortages currently have more efficient irrigation systems (drip
and sprinkler) and have been adapting their crops.

In this context, the loan book was analysed to determine the quality of the Bank’s exposure in this
sector and to take a closer look at additional mitigating techniques (e.g. agricultural insurance taken out
by companies) and, using all this information, an action and monitoring plan was devised for these
companies by the Bank.

Specifically, two main focus areas were defined:

a. Monitoring of companies identified as being more likely to be affected and with lower credit quality
(higher levels of debt or margin), to anticipate any potential credit risk situation.

b. Identification of business opportunities to help customers secure finance for their water efficiency
plans.

13 Exposure means the amount drawn down and contingent risks in the credit book.
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Climate transition risks

Transition risks are those that occur due to the uncertainty related with the timing and speed of the process
for adjusting to an environmentally sustainable economy. This process can be affected by four ‘drivers’:

Transition drivers

Description

Legal and regulatory

Increase in the cost of emissions
or the use of natural resources.

Risk of borrowers failing to fulfil their payment
obligations, particularly those with non-performing
assets or belonging to sectors particularly exposed to
transition risks.

Increase in requirements
concerning the monitoring, control
and reporting of climate-related
and environmental disclosures.

Increase in resources dedicated to the analysis,
reporting and integration of transition and
environmental protection plans in companies’ activity.
Potential increase in regulatory capital requirements
for risks associated with climate change.

Change in regulations of existing
products and services.

Forecast increase in environmental demands going
forward and lack of preparation in some sectors.

Technology Substitution of existing products |Risk of companies being pushed out of their
and services with other more |respective activities due to a lack of innovation or a
efficient or less polluting ones. failure to adopt technologies that promote the green

transition compared to competitors.
Failure to invest in  new|Technological changes depend on the availability of
technologies. technology, in turn associated with investment in
Costs of transitioning to low-|R&D, meaning that this aspect will determine the
emissions technologies. survival of some companies, especially those smaller
in size.
Market Changes in consumer preferences | Risk of losing market share as a result of failing to

and/or tastes in relation to the|offer sustainable products or due to poor ESG
transition towards a more | performance.

Increased cost of commodities. Reduction of income due to increased costs of
commodities in certain carbon-intensive industries.

Reputational Stigmatisation of a

company or product.

sector, | Loss of customers’ solvency due to poor reputation
as a result of the lack of a sustainable strategy or
due to an incident or poor ESG ratings by a third
party.

Exclusions from investing in|Loss of confidence among the general public.

certain sectors due to market

Analysis of climate transition risk in the business portfolio

Following this definition, Banco Sabadell Group has internally developed heat maps at a subsector level,
aligned with the three scenarios (Orderly Transition, Disorderly Transition and Hot House World) of the
Network for Greening the Financial System (NGFS)14 and the recommendations of UNEP-FI and adapted to a
time horizon spanning 30 years. These risks are being monitored regularly and meticulously under the
Orderly Transition scenario, which is considered the most likely scenario. However, these monitoring
exercises do also include the overall impact under the worst-case scenario (Hot House World).

Based on this, all the activities of the loan portfolio have been classified according to their sensitivity to
climate transition risk under a top-down analytical approach and taking into account the impacts envisaged
in each scenario in terms of income, expenses and low-carbon capex.

It is worth noting that the heat maps are continuously updated in order to obtain the impacts stemming from
transition risk with a greater level of granularity. Thus, the Bank currently has the capacity to identify the
transition risk of each separate activity within a single sector. This is important for sectors involving a variety
of activities that differ considerably where emissions are concerned. One example of this is cattle rearing
and rice growing, which both form part of the agriculture and livestock farming sector, as they are
associated with higher levels of emissions intensity than the other activities within that same sector.

In the case of transition risk, the total impact factors in the impact broken down by income, costs and low-
carbon capex. Impacts are classified as ‘Positive’ for activities in which the transition may indeed have a

14 For more information about the scenarios used, see section “Climate scenarios and stress test” of chapter 4.3.1.
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positive effect on one or more parameters, or as ‘No risk’, ‘Low’, ‘Moderately low’, ‘Moderate’, ‘Moderately
high’, or ‘High’, which includes, for instance, the activities most affected by transition risk such as coking
plants. This impact analysis measures the inherent risk of the portfolio and not the residual risk, as the
controls that each counterparty currently has in place to mitigate it are not considered.

Example of integration of transition risk into management arrangements:

BOTTOM-UP ANALYSIS OF LARGE BORROWERS

Significant progress has been made with the measurement of transition risk and its integration into
management arrangements, updating the model used for the batch measurement of these risks to
include the bottom-up analyses conducted when evaluating the Climate-related and Environmental Risk
Indicator (IRCA) (see section on “Climate-related and environmental performance of the loan book”).

The IRCA is an internal standardised approach used to measure climate-related and environmental risk
for counterparties that are large enterprises, as it is thought that their increased complexity merits a
complementary specific analysis. This analysis can be broken down into each of its constituent parts, one
of which is the measurement of transition risk. This way, the Bank conducts a more in-depth expert
analysis in cases where this is considered necessary, and can provide more information to the Bank’s
top-down model.

This transition risk assessment is conducted using publicly available information about the customer, the
internal transition risk model, and the expertise of the Bank’s ESG analysts taking into consideration the
IRCA methodology.

To effectively integrate these results into management arrangements, this methodology has been defined
in line with the top-down model, so that its outputs can be integrated in a coherent way and feed into
each other.

Distribution of the transition risk on the companies portfolio (%)

-

B High B Moderately high Moderate Moderately low
Low [ No Risk

Based on everything mentioned thus far, the Group’s most affected portfolio is its portfolio of companies,
although as shown in the graph®, it is currently thought that the Bank has minimal exposure (around
0.01%) to the segment with the highest transition risk (‘High’).

As can be seen, transition risk in 2023 remained largely stable, with minor fluctuations, and it is particularly
worth calling attention to the 3% reduction of ‘Moderately High’ risk, the 2% increase in ‘Moderate’ risk and
the 3% growth of ‘Moderately Low’ risk. Although it is thought that changes in the exposure to transition risk
are largely immaterial and partly inherent in banking business, it should be noted that the integration of the
data obtained through the IRCA within the top-down model helps to position customers in intermediate
exposure levels when their ESG performance management is evaluated (see text box included in this
section for more information).

This exercise has also cast light on the limited weight of sectors with higher transition risk (aviation,
shipbuilding, mining, automotive and oil & extractive industries), which play a secondary role in terms of
exposure within the Institution’s portfolio.

15 Exposure means the amount drawn down and contingent risks in the credit book.
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Specifically, the five industries that account for the majority of the transition risk in the business portfolio
are shown below, along with the proportion of the transition risk exposure rated ‘Moderately High’ relative to
the total for each sector (‘exposure to categories with lower transition risk’). At the same time, the
percentage indicates the weight of the sector® in the Bank’s credit book:

Oil and mining 1%

4%

Metallurgy

Transport 8%

Electricity, gas and water 9%

Construction 7%

B ‘Moderately high” transition risk
B Exposure to categories with lower transition risk impact

As can be seen in the figure, the Bank’s level of exposure to sectors with ‘Moderately High’ transition risk is
limited. It is also worth noting the high percentage of the exposure classified as green within the electricity
generation sector, due to the Institution’s ability to spearhead the financing of renewables, which allows it
to have a portfolio with a lower transition risk than one would expect for a carbon-intensive industry.

Analysis of climate transition risks in the collateral portfolio:

The transition risk associated with real estate properties financed by the Bank (mortgage loans) is
measured differently from business risk. Specifically, it is evaluated based on the properties’ energy
efficiency, which is measured using energy performance certificates (EPCs).

For this reason, the Bank is continuously working to collect the largest amount of data possible about the
EPC ratings of real estate properties, both commercial real estate for residential use and residential real
estate, included in its mortgage book as collateral and also about foreclosed assets. It should be
mentioned that, depending on the type of property, the issuance of an EPC may not be mandatory, as is the
case with garages, storage rooms and sheds, building plots and warehouses, for which no energy-related
data is available.

The Bank has an EPC rating for almost all the properties in its portfolio, as a result of the efforts made to
obtain the actual certificates, where they exist, and to estimate the ratings through a reputable third party
where no EPC rating exists due to the characteristics of the practical application of the regulation.

In this respect, the Bank prioritises the collection of actual EPCs for financed properties, based on data
provided by the customer or taken from public databases (such as those of Autonomous Communities in
Spain). To identify or, where necessary, estimate the energy rating of properties located in Spain, four
mechanisms have been established to obtain this data (the first being the one with the highest quality):

a. First mechanism: obtain data based on the Energy Performance Certificate (EPC).

16 The percentage is calculated taking into account the amount drawn down, including contingent risks, in the sector in relation
to the total amount drawn down in the portfolio.



b. Second mechanism: obtain data by directly looking up the property in question on public databases
of Energy Performance Certificates (EPCs) of Autonomous Communities.

c. Third mechanism: this is applicable to residential properties, where it has not been possible to
obtain data using the first mechanism, and it consists of obtaining data for the property based on
its similarity to other properties that do have an EPC rating located in the same building.

d. Fourth mechanism: also applies to residential properties where none of the previous mechanisms
have yielded the requisite data. It consists of estimating the data using the supplier's own model.
The estimation model was built based on information of the more than four million EPC ratings
included in the records of Autonomous Communities. It is a model that assigns a rating to
properties, considering the information included in land registers (type, age, building regulations,
construction quality, surface area and relative height), as well as the climate zone in which they are
located. It is not a statistical or regressive model, but instead an expert replica of accredited
programmes used to calculate EPC ratings, which pools data for each item included in EPC
certificates and estimates the rating using the limited information available about properties.

The supplier's model was supervised by an external auditor with the primary aim of verifying that the model
allows requirements to be met. The report concluded, generally speaking and based on the tests carried
out, that the information used and the procedure developed to obtain and estimate EPC ratings is adequate.

Since 2022, the Institution has continued to work on improving the collection of EPC data (real, estimated
and inferred), as a result of the various initiatives considered to strengthen and improve operational and
control processes in relation to data completeness and quality.

Outside of Spain:

— In the United Kingdom, EPC ratings are estimated based on average estimated ratings of
postcodes, where available. Where such data is not available, they are estimated using the outputs
of a regression model.

— In Mexico, a model for estimating EPC ratings and energy consumption (KWh/m2) provided by an
external supplier has been used.

In the case of TSB, its portfolio is almost entirely made up of mortgages, with an average energy
performance. Given that practically all of TSB’s credit book is made up of mortgages, almost all of TSB’s
transition risks come from the energy performance of the properties used to secure mortgage loans and
from the cost of improving their energy efficiency rating (in the short, medium and long term).

It is worth noting that EPC ratings are regulated by European Directives and are not mandatory outside of
Europe. In addition, the Directives are general frameworks used to define EPCs, but each country is
responsible for specifying and defining its own associated technical requirements according to the
particularities of each region in their domestic regulations. This is why, although the same classification
system is used, the same EPC rating in two separate European countries does not reflect the same impact
in terms of energy consumption and emissions and this data is therefore not thought to be comparable.

To ensure transition risks are monitored, they are tracked on a quarterly basis and reports are sent to the
Bank’s Sustainability Committee and to its Technical Risk Committee.

Environmental degradation risk

The Bank has conducted an assessment of its exposure17 to the risk associated with environmental
degradation of the business risk portfolio, based on the UNEP-FI methodology. This methodology assigns an
environmental impact to each NACE code, obtained by consolidating these five non-climate-related
environmental factors:

— Management of water resources: risk of water resources becoming contaminated, and their
management.

— Impact on biodiversity: negative effects on species and natural spaces.

7 Exposure means the amount drawn down and contingent risks in the business loan book.
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— Pollution and use of land: risk of land becoming contaminated or degraded, as well as the use
associated therewith.

— Air quality: risk of air being polluted with gases other than greenhouse gases (GHG), which could
potentially affect ecosystems and people’s health.

— Management of resources and waste: generation of waste (hazardous or otherwise) in large
quantities and with intensive use of natural resources.

This methodology has been gradually improved, creating an additional category for this risk. Instead of
having just three risk categories (‘Low’, ‘Medium’ and ‘High’), there are now four, having created a fourth
‘Very High' risk category. The business portfolio is therefore now classified into four levels.

It is worth noting that an exhaustive review of the environmental degradation risk associated with each
NACE code has been carried out, to obtain more granular data for each activity and to standardise the risk
of certain similar activities (e.g. manufacturing activities, transport activities, etc.).

The overall environmental degradation risk score consolidates the risk associated with each of these
factors. It is worth noting that at present environmental degradation risk (as well as the five factors) is not
broken down by drivers (transition and physical).

1.2% of the business exposure is classified as having ‘Very High’ environmental degradation risk and 10%
as ‘High’ risk*®. The increase with respect to 2022 in the ‘High’ risk category is partly due to the revision,
under conservative criteria, of the environmental degradation risk heatmap associated with each NACE
code. At a sectoral level, environmental degradation risk is concentrated in certain sectors, such as
Electricity and gas, Transport, Chemical, Oil and Extractive industries.

Lastly, to ensure that the measurement of the evolution of these risks is supervised, the portfolio’s
exposure to climate-related and environmental risk is monitored on a quarterly basis and reported to the
Bank’s Sustainability Committee and to the Technical Risk Committee.

Biodiversity risk

Biodiversity risk affects the financial sector in a similar way as climate risk does, as both have associated
ecosystem services that can be translated as an economic value for society. The potential deterioration of
these services could affect the economy’s productive capabilities.

The World Economic Forum estimates that over half of the world’s GDP, 44 trillion dollars, is potentially at
risk as a result of companies’ reliance on nature and its services. At the same time, the Living Planet
Report 2022, a comprehensive study of trends in global biodiversity and the health of the planet, published
by the World Wide Forum (WWF), revealed an average decline of 69% in species populations since 1970.
While conservation efforts are helping, urgent action is required if we are to reverse nature loss.

Banco Sabadell’'s regulatory framework includes different guidelines for the protection of biodiversity. At the
top level of this framework is the Group’s Sustainability Policy, which includes the main guidelines for
social, environmental and governance (ESG) actions. This document sets out the principle of ‘environmental
protection’, which includes the management of biodiversity.

Based on this policy principle, the Bank defined the Environmental and Social Risk Framework, which also
lays down measures to protect biodiversity, either through restrictions of certain activities or through general
restrictions.

As the management of climate change and the management of biodiversity are intricately linked, most of
these restrictions help to mitigate both risks. However, there are certain exclusions where the Bank has
established that it will not take credit risk if it finds sufficient evidence that one or more of the following
circumstances associated with biodiversity exist:

General exclusions:

Companies that pose a threat to UNESCO World Heritage Sites, to any of the wetlands included in
the Ramsar list, locations appearing on the map of the Alliance for Zero Extinction, and Category I-
IV areas of the International Union for Conservation of Nature.

18 part of the portfolio could in turn also be affected by climate transition risk, therefore the percentages of each one cannot be
added together directly.
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Companies for which Banco Sabadell has sufficient reasons to believe that they are in material
breach of applicable laws and regulations in relation to human rights and the environment, even if
the circumstances in question do not constitute a breach of the local legislation of each country.

Sector-specific exclusions:

Farms involved in scandals related to the production or trade of products regulated by the
Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES).

Farming projects that involve the burning of natural ecosystems in order to clear land for agricultural
activities.

Farming projects that involve the destruction of High Conservation Value Forests.

Vessels operating with drift nets of more than 2.5 km in USA or EU waters, or those which use drift
nets to capture any of the species listed in Annex VIII of EU Regulation (EC) 1239/98 or those
listed in the Mexican National Fishing Charter and Official Standard NOMO59-SEMARNAT-2010.

Bottom trawling in USA or EU waters more than 800 metres below sea level.

Mountain Top Removal (MTR)*® mining methods.

Mines that fail to produce evidence of a closure and site recovery plan.

Mines with tailing dams that are not managed according to the best practices of the industry.
Mining projects that involve the discharge of tailings into river systems or shallow waters.

Desalination plants that lack adequate measures to mitigate the impact of the disposal of brine
and/or the extraction of seawater.

In addition to establishing restrictions on activities with a high impact on biodiversity, the Bank monitors the
impact generated by companies’ activities within its loan book. Although these are companies that fulfil the
Environmental and Social Risk Framework, due to their activity, they could inherently have an impact on
biodiversity. This aspect is considered from two points of view:

1. The quarterly monitoring of environmental degradation risk: this risk includes biodiversity risk,
where it is clear that the sectors to which the Bank has exposure and which have the greatest
impact are Electricity, Road transportation, Maritime transportation, Agriculture and fishing, and Oil
and gas.

2. The classification of borrowers according to the Climate-related and Environmental Risk Indicator
(IRCA). This indicator (see heading Climate-related and environmental performance of the loan
book) rates all large companies in the loan book. Companies with a ‘High’ or ‘Very High’
environmental degradation risk, which includes biodiversity risk, are given a worse score.

Qualitative materiality analysis

Every year, the Institution reviews the materiality assessment of the impact of environmental risks (physical
and transition risks stemming from climate change and environmental degradation), identifying all possible
factors that can transmit these risks, evaluating them according to a scale of impact intensity and taking
different time horizons into account (based on the criteria and expectations established by the supervisory
body). This exercise takes place for all of the main risks included in the Global Risk Framework considered
to be directly impacted by environmental risk. Specifically, credit, market, liquidity and operational risks are
considered, as it is thought that in other risks (such as those related to the Institution’s reputation or
business model), the effect is indirect as it stems from the impact and management of the four risks
mentioned.

The exercise creates a ‘climate overview’ that includes recent trends and developments that emerged
during 2023 and which could evolve or consolidate further, with a potential impact for the Institution looking
ahead. Consistent with this overview, indicators are used that allow the intensity of the impact of physical
and transition risks on both customers/counterparties and on the Bank to be measured according to an

% 0On an exceptional basis, the Institution may grant them finance where they are located in countries with high energy
dependence (more than 65% of imported energy) on coal or where they have no other viable alternative energy sources.
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impact intensity scale that goes from ‘low’ to ‘high’ and taking into account different time horizons (short-
term: 1-3 years; medium-term: 4-5 years; long-term: >5 years).

The results of the qualitative materiality assessment, by type of risk, conducted in Q4 2023, showed that,
throughout the time horizon considered, the risk with the most impact was credit risk, followed by
operational risk. In relation to credit risk, the impact has been revised upwards (from ‘medium-low’ to
‘medium’) and to the medium term (4-5 years), in the case of both acute physical risks and transition risks
due to technological factors.

Short-term Medium-term Long-term

PHYSICAL RISK
Credit

Market
Liquidity

Operational
TRANSITION RISK
Credit

Market

Liquidity

Operational

C____ [

No impact Low Medium-low Medium Medium-high High

These are the results of a preliminary risk assessment, without considering the controls implemented or the
application of the mitigating factors that the Institution has in place or are being developed and
implemented under the Sustainable Finance Plan (SFP). Examples of these mitigating factors are the
measurement, improvement and monitoring of physical and transition risks in credit portfolios, the
sufficiency of existing liquidity buffers, the Institution’s operational continuity plans. More generally, the
Institution has at its disposal a full range of internal policies aimed at ensuring the correct identification,
prevention and remediation of each risk in the event of its materialisation through multiple management and
control procedures assigned to those designated as being responsible for each of the policies.

4.3.2. Assessment and measurement

The Bank evaluates the impact of its credit book with two different assessments. The first consists of
measuring the credit book’s climate-related and environmental risk, while the second focuses on measuring
the portfolio’s carbon footprint.

The first type of assessment focuses on measuring the climate-related and environmental risk of the
borrowers receiving finance. There are two approaches to this measurement:

a. The measurement of climate-related and environmental risk in the credit portfolio is a bottom-up
approach, used for large enterprises, using the Climate-related and Environmental Indicator (IRCA).
The IRCA is a numerical indicator that allows the Bank to rank borrowers according to their impact
associated with climate-related and environmental risk, taking into account the management efforts
made by each borrower. This score is supplemented with the analysis of disputes or scandals
associated with the borrower.

b. The second approach, applied to smaller companies and retailers and which is outside the scope
of the IRCA, is based on large-scale measurements made by the Bank using climate risk and
environmental degradation risk models with a top-down methodology. In addition, to ascertain the
impact of the portfolio under stress in different scenarios, various stress tests are conducted.

The second type of assessment carried out by the Bank consists of measuring the emissions of the
financed credit portfolio. This measurement is vital when it comes to managing ESG risk, as it is a
quantitative metric for which a standardised methodology exists, which makes it comparable. Furthermore,
this measurement is carried out for the entire credit book, in other words, not only for companies, but
instead also measuring emissions of other portfolios such as that of mortgages, sovereign bonds, auto
loans and project finance.
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Climate-related and environmental performance of the loan book

All transactions, companies and corporate groups submitted to or revised by the Delegated Credit
Committee have an advanced ESG analysis.

Efforts have been made to translate this advanced analysis of large firms into a quantitative Climate-related
and Environmental Risk Indicator (IRCA). The IRCA gives an integrated evaluation of borrowers’ exposure to
climate-related physical and transition risks, taking into account the level of maturity of their management of
these ESG aspects, the environmental degradation risk and any disputes that it is thought could affect
compliance with sectoral rules or the Bank’s reputation.

This indicator makes it possible to improve the discrimination of borrowers according to climate-related and
environmental risks, as although the risks inherent in each borrower’s activity are taken into account, these
are adjusted based on the ESG management maturity analysis, which evaluates different factors such as
the decarbonisation strategy, changes in the volume of emissions, ESG risk management and commitments
to reduce emissions.

Measurement of borrowers’ climate-related and environmental risk

The IRCA indicator objectively ranks large enterprises with sustainability information, based on their
exposure to climate risk and environmental degradation risk, as well as their management maturity in
relation to those risks. In line with this description, three main modules can be identified:

1. Climate risk: each borrower is assigned a transition risk score and a physical risk score inherent in
their activity. To separate different borrowers within a given sector according to their management
maturity level, ESG analysts evaluate the efforts made to transition and to mitigate physical risks,
applying an internal methodology that has been standardised in order to make the results
comparable. This way, the climate risk associated with a given activity by default can be adjusted
based on each analysed borrower’s level of maturity in managing those aspects. Looking at the
evaluation in further detail:

a. Transition efforts are measured using a methodology that measures the management
maturity of these aspects, in line with the recommendations of the Task Force on Climate
Financial Disclosures (TCFD), meaning that this part of the assessment evaluates topics
aligned with the four thematic areas defined in the recommendations: Governance, Risk
management, Strategy, and Metrics and targets.

b. The efforts made to mitigate physical risks are also measured following the TCFD
recommendations, requesting details of any physical events experienced by the borrower
and of the measures taken to mitigate risks and adapt to physical events (e.g. insurance).
A big step forward has been taken in relation to this measurement (as mentioned in the
heading “Physical climate risks”), defining a bottom-up analytical methodology for large
enterprises, to be conducted by the pool of ESG analysts.

1. Environmental degradation risk: a module has been introduced to adjust borrowers’ climate risk
according to the impact inherent in the other environmental factors, other than climate factors, of
the activities they perform. The adjustment stemming from this risk can be broken down to
ascertain the impact associated with each vector (air quality, water quality, land quality, waste and
biodiversity).

2. Controversies: lastly, the counterparty’s score based on environmental modules (climate and
environmental degradation) is subject to a second adjustment to determine the presence of any
significant disputes or scandals in connection with counterparties relating to the environment but
also relating to social or governance aspects.

This methodology results in a numerical indicator that can be used to rank companies according to their
ESG score in a uniform, objective and comparable way.

The lowest scores correspond to higher climate-related and environmental risk, while higher scores are
assigned to companies engaging in activities with a low (or even positive) impact on climate and the
environment, as well as those with high ESG performance and/or management maturity levels.
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It is also worth noting that the IRCA’s modular structure also allows scores to be obtained separately for
each module (climate, environmental degradation and disputes), so as to compare specific aspects of
borrowers.

It is further worth mentioning that the IRCA is integrated in an internal portal. This tool allows ESG analysts
to work in a centralised way and in a robust environment that improves the traceability and usability of the
aforesaid information.

At present, the IRCA has been calculated for large enterprises in the case of almost half of the portfolio of
loans granted to large enterprises, and it is worth calling attention to the strong presence of borrowers with
the top ESG performance in their sector.

Lastly, to ensure that the IRCA measurement is supervised, IRCA scores are monitored, with reports
submitted on a quarterly basis to the Bank’s Sustainability Committee.

Collection of information through a pool of ESG analysts

The pool in question is a centralised team of analysts specialising in ESG. The information collected mainly
comes from public sources and is preferably checked and verified by a third party. In addition, where the
ESG pool considers it necessary to do so, it instructs the basic management team to contact companies to
obtain additional information.

This process takes place annually for existing customers and during the origination process in the case of
new customers.

Lastly, as mentioned briefly in the introduction to this section, the Bank complements the quantification of
climate-related and environmental risks for borrowers outside the scope of the IRCA (mainly due to them
being smaller-sized companies or retailers) with the top-down analyses that it conducts on a massive scale
for physical climate risk, climate transition risk and environmental degradation risk. These analysis have
been explained previously in section “4.3.1 Risk identification”.

Climate scenarios and stress test

All activities of the loan portfolio have been classified according to their sensitivity to transition risk and
physical risk, taking into account the impacts envisaged in the three long-term scenarios used to forecast
them:

Orderly transition: In the Orderly Transition scenario (compatible with RCP?° scenario 2.6), early and
decisive action is taken to attain CO2 emissions neutrality by 2050, so that the average
temperature of the planet is no more than 1.5°C higher than in the pre-industrial era. To that end,
the Net Zero 2050 climate scenario of the NGFS (Network for Greening the Financial System) is
considered for transition risk, forecast using the Remind and Magpie models.

Disorderly transition: In the Disorderly Transition scenario (also compatible with RCP scenario 2.6),
action to combat climate change is delayed until 2030. This means that sharper action needs to be
taken between 2030 and 2050 in order to achieve CO2 emissions neutrality by around 2050. To
that end, the Delayed Transition climate scenario of the NGFS is considered for transition risk,
forecast using the Remind and Magpie models.

Hot House World: In the Hot House World scenario (compatible with RCP scenario 6.0), only
currently implemented policies designed to fight climate change are preserved. Emissions continue
to rise at the current pace and the target warming of <= 2°C before 2100 is not met. The impact
stemming from transition risk is non-existent (NGFS Current Policies scenario).

This has enabled the Institution to make progress on its first bottom-up quantitative estimation with a 30-
year time horizon using a structural model that can be used to carry out a quantitative calculation of
expected impairment loss on the portfolio.

The characteristics of the stress scenarios used internally by the Bank are the same as those presented by
the European Central Bank in its climate stress test of 20222%, with the exception of the 1-year physical risk
flood scenario. This has been replaced with a 1-year physical risk scenario based on severe forest fires, in

20 Representative Concentration Pathways.
21 |n addition to the scenarios described above, two short-term physical risk scenarios and one short-term disorderly transition
scenario are used for the ECB stress test.
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an attempt to include a more damaging systemic scenario for the Spanish economy and for the Group than
the flooding scenario envisaged by the ECB.

The main sources used to develop the climate scenarios are the scenarios published by the NGFS in
November 2023 and the forecasts made by the ECB in its 2022 climate stress test. Similarly, the forest fire
scenario has been developed based on the forest fire risk index created by the European Forest Fire
Information System (EFFIS, a body of the European Commission) and academic literature on this topic.

Banco Sabadell has its own stress testing framework for climate risk, which lays down the key
characteristics of the tests, including their integration in the internal capital adequacy assessment process
(ICAAP).

During these stress tests, forecasts are made of climate risk in order to measure the sensitivity of the
Group’s credit risk to transition and/or physical risks linked to climate change and to possible transition
pathways towards a decarbonised economy. The impact of physical and transition risks on the Group’s
solvency position is limited, from both a regulatory perspective and an internal perspective. Environmental
degradation risk has a limited impact on internal capital requirements due mainly to the time horizon over
which it materialises.

Emissions of the financed portfolio

Emissions of the financed portfolio account for the largest proportion of the Group’s emissions. Therefore,
since 2021, Banco Sabadell Group has calculated the carbon footprint of its financed portfolio using the
Partnership for Carbon Accounting Financials (PCAF) methodology. PCAF is a global alliance of financial
institutions that work together to develop and implement a harmonised and global approach to measure and
report emissions associated with their loans and investments.

As part of this alliance, 16 institutions established the design of the Global GHG Accounting and Reporting
Standard for the Financial Industry, which aims to harmonise the accounting of greenhouse gas emissions.
Banco Sabadell became a member of the PCAF in June 2022. The measurement of emissions of the
financed portfolio using this standard is a key step for financial institutions to assess the transition risks
associated with climate change, set objectives aligned with the Paris Agreement and develop effective
strategies to decarbonise the economy.

As regards the PCAF methodology, Banco Sabadell Group has applied the methodology envisaged in the
Standard mentioned above, which has been devised mainly for financial institutions that want to measure
and share their GHG emissions financed through their loans and investments, and which allows the
following asset classes to be measured:

Business loans and unlisted stocks.
Project finance.

Commercial real estate (CRE) mortgages.
Residential mortgages.

Consumer loans for vehicle purchase.
Sovereign bonds (new category in 2023).

It is worth mentioning that the PCAF has two methodological approaches for listed stocks and corporate
bonds. In this case, the Bank uses the same methodology that it does for business loans and unlisted
stocks, in which values are attributed considering counterparties’ balance sheet data. The other approach,
based on companies’ stock market valuations, is not applied in this case given the volatility generated by
the attribution factor.

Based on this methodology, the Group has calculated its carbon footprint (Scope 1 and 2) for approximately
96% of its financed portfolio”. The portfolios not calculated are those for which no calculation or estimation
standards or methodologies exist, such as portfolios of consumer loans for purposes other than vehicle
purchase, and private banking, among others.

22 The calculation includes the mainstream, buy to let an Whistletree business of the subsidiary TSB, which represents 99.6% of
its portfolio. TSB data estimated by applying emission intensity and the estimated percentage of its Mainstream Balance
Portfolio using data as at the end of 2022 to the exposure at the end of 2023.
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It is worth noting that, in 2023, the Group has continued to improve its calculation model to obtain more
reliable and complete results, which have been submitted to the Sustainability Committee. The main
improvements are the following:

Calculation of the new Sovereign Bonds segment of the portfolio within the model used to calculate
the carbon footprint, following the new methodology published in the guidance to banks for
calculating financed emissions issued by the PCAF. In line with the PCAF recommendations, the
calculation of Scope 1 financed emissions is available, both including the emissions factors of
countries’ Land Use, Land-Use Change and Forestry (LULUCF?3) and without them.

Inclusion of the PCAF’'s new emission factors in the calculation of emissions deriving from the
financed business portfolio, amending the Bank’s reports, both public and internal, from 2024
onwards. In 2023, the PCAF updated the emission factors that it recommends for use when
calculating the carbon footprint of the financed portfolio. The new factors provided are at a regional
and sectoral level (understood as two-digit NACE codes), the latter of the two being the
recommended option. This change will produce less granular emission factors than the previous
version, as before emissions factors were available at the activity level (four-digit NACE codes).

Inclusion of fixed-income contracts for corporate bonds in the business segment.

Incorporation of actual emissions data with regard to business risk, floor area and energy
certificates, both real and estimated by appraisal firms, and of the value and type of vehicles,
leading to an improved data quality (DQ>*) estimate.

The absolute emissions of the Group’s financed portfolio in terms of Scope 1 and 2 as at the end of 2023
are 14.96 million tCO2eq, entailing an emission intensity of 82.63 tCO2eq with an average DQ of 3.31. The
segment that contributes the most to the footprint is the business portfolio (approximately 60%), which
represents 36% of the credit exposure in the portfolio, followed by sovereign bonds. Emissions were higher
than at the end of 2022, while the intensity remained constant and the average DQ improved, thanks to a
30% increase in actual emissions (DQ1) in the business lending segment. Absolute emissions increased
mainly due to the methodological change in the calculation of emissions associated with sovereign bonds,
according to the PCAF, as now a conservative criterion is followed that considers all emissions released
within issuing countries, generating a double-count effect with the financed emissions of other segments in
the portfolio located in countries where sovereign debt is financed. In addition to this reason, the
substitution of the former PCAF emission factors with those published in 2023 is also considered to be key.

The sectors that contribute the most are Agriculture, livestock farming and fishing, Construction materials,
the Steel industry and Maritime transportation. It is worth mentioning that the second most contributing
segment in 2023 is that of Sovereign bonds, included for the first time in the carbon footprint report with
the LULUCF factor. Details of the emissions of each PCAF segment are provided below:

SEGMENT INTENSITY (tCO,/€m) DQ
Corporate loans and unlisted stocks 134 3.72
Project finance 101 3.94
Commercial real estate (CRE) mortgages 44 3.97
Residential mortgages (includes TSB) 18 3.45
Consumer loans for vehicle purchase 185 3.57
Sovereign bonds (new category in 2023) 150 1

The Bank is focusing its efforts on establishing decarbonisation targets for the most emissions-intensive
sectors of its business portfolio (see section “Portfolio Alignment”). Each sector’'s emissions for 2023 are
included in the Bank’s latest Pillar Il Disclosures report25.

2 These are emissions factors that include GHG emissions/absorptions resulting from land use (which do not entail any
change) and changes in land use (which do entail changes in the use of land).

2% The PCAF methodology provides scores for rating the quality of the data used (Data Quality, DQ), which go from 1 (highest
data quality) to 5 (lowest data quality).

25 For more details about the emissions of the financed portfolio, refer to the latest Pillar Il Disclosures report, which contains
the emissions breakdown of each carbon-intensive industry, publicly available on Banco Sabadell’s corporate website.
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On the other hand, the Bank is focusing its efforts on project finance for renewable energies, in order to
promote the transition to a sustainable economy. These efforts are also reflected in the 1.67 million
1C0O2eq of emissions prevented as a result of financing these types of projects.

To ensure that the carbon footprint of the financed portfolio is supervised, it is monitored on a quarterly
basis and reported to the Bank’s Sustainability Committee and to the Technical Risk Committee. In
addition, the calculation of the financed portfolio’s carbon footprint was audited in 2022, with the
participation of an independent third party, obtaining favourables results.

4.3.3 Integration in management arrangements

Effective integration of environmental risks into management arrangements requires a strategy and set of
regulations that establish the action guidelines, targets and limits required at different points of the credit
approval workflow.

The Bank has created the ESG Guidelines, which are the framework that consolidates the ESG
commitments and standards currently applied when authorising the Bank’s credit transactions. Specifically,
the ESG Guidelines comprise the Environmental and Social Risk Framework, the IRCA and decarbonisation
pathways. The verification of ESG Guidelines has been embedded into the IRCA evaluation process,
meaning that, when ESG analysts receive a loan application from a customer who is subject to the IRCA,
they conduct an additional evaluation of their fulfiiment of the Environmental and Social Risk Framework,
which includes the sectorial rules, and of their decarbonisation pathways.

The Group has an Environmental and Social Risk Framework that establishes the Group’s position, designed
to restrict activities with a high environmental risk. At the same time, the Group fosters green financing,
using to that end an Eligibility Guide that outlines the activities deemed to be sustainable (in environmental
and social terms), aligned with Banco Sabadell’s Eligibility Guide, whose main references are the EU
Taxonomy and the best practices in the market such as the Green Loan Principles and the Social Bond
Principles.

In parallel, as part of the financial sector, the Group measures ESG performance using the IRCA to promote
the transition of companies and businesses, steering the financing according to the nature of the activities
and helping agents in polluting industries who work to improve their ESG performance to transition to a
more sustainable model, or limiting its exposure in the case of those not transitioning.

At the same time, the Bank has a decarbonisation strategy for the four first sectors (Electricity, Oil & Gas,
Cement and Coal) and it has published its commitment in a second phase for three new sectors (Iron &
Steel, Car manufacture and Air transport). The assessments of the level of fulfilment of pathways is
currently embedded into day-to-day management arrangements, meaning that all significant transactions
affected by them are assessed in order to ensure attainment of targets.

The Bank has also been continuously working on an eligibility guide, which includes the description of
activities considered to be green according to the Eligibility Guide. This is a key aspect when it comes to
integrating ESG aspects into the Group’s ordinary activity, as well as being a strategic aspect.

Lastly, it is worth pointing out that the Bank, in parallel to all of the initiatives intended to integrate
environmental risks into management arrangements, has a series of initiatives underway to improve the
quality of the information on which it bases its decisions (databases, specific projects to gather customer
information, among others).

ESG risk management guidelines

As planned, work has been undertaken to create a single framework to manage ESG credit risk that
incorporates all standards on this topic that are currently applied when authorising the Bank's credit
transactions. For this reason, the ESG risk management guidelines were created, which include:

Environmental and Social Risk Framework at the customer level, to identify from the outset whether
a new transaction could be associated with any of the restricted activities.

Banco Sabadell Group has a public framework of environmental and social risks that is applicable to new
loan transactions granted to groups or companies with turnover in excess of 40 million euros®®, which

26 At the customer level, restrictions will be considered whenever customers apply for finance of over €25m. In the case of
projects, restrictions will be considered for transaction amounts of over €5m.
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represents a very considerable portion of the Bank's portfolio. This framework consolidates the set of
applicable criteria that aim to limit the financing of customers or projects that the Institution considers to be
contrary to the transition to a sustainable economy or to lack alignment with international regulations or
best practices in the industry.

This framework lays down general criteria and specific criteria applicable at either the customer or project
level:

General applicable criteria, which have a cross-cutting impact on all sectors, follow international
standards such as the Global Compact and the principles of the International Labour Organisation
(ILO), among others.

Specific applicable criteria affect businesses or projects in particular sectors due to their potentially
negative impact on the environment and/or society, in which the Group provides services and/or
offers financial products.

The standards that incorporate the current framework are all approved and implemented in the Bank’s
systems, with those effectively applied being the integration of these standards’ analysis into the usual
processes for customer onboarding, transaction origination, and approval of new products. To ensure this
correct implementation, the Bank has included in its onboarding process (the risk management record
process) the automatic identification of transactions subject to the framework and which require a
compliance analysis. The ESG analysts in charge of conducting those analyses have a specialised tool for
analysing (‘screening’) any disputes associated with the counterparties, which is backed by the services
provided by a reputable third-party supplier®’.

The Environmental and Social Risk Framework is developed in phases in order to adapt the applicable
criteria to the trends of the various sectors, the regulatory and economic environment and the Bank’s
performance. This framework has been rolled out in two phases:

During the first phase of sectoral rules, the Group started to focus on project finance?® transactions
for the Energy, Infrastructure and Mining sectors, which were validated by the Sustainability
Committee in 2020. These rules were approved by the Group’s Risk Operations Committee and
implemented in the Institution’s systems in 2021.

The second phase of sectoral rules saw the introduction, for the first time, of rules applicable at
the customer level, both in general terms without being linked to a particular sector, and in specific
terms where they were associated with one or more given sectors. New rules were also included at
the project level for new sectors (specifically Agroindustry and Defence). With this phase, a total of
40 new rules were introduced. The rules in the second phase were approved by the Group’s
Operational Risk Committee in December 2021.

The full content of the framework, as well as its phased implementation, was approved by the Management
Committee in January 2023 after having been submitted to the Sustainability Committee for information in
January of that same year.

In the specific case of Banco Sabadell Mexico, as part of the Environmental and Social Policy, the Institution
has developed the Environmental and Social Risk Management System (Sistema de Administracion de
Riesgos Ambientales y Sociales, or SARAS), which serves as a guide to promote sustainable economic
growth through the identification, assessment and management of environmental and social risks arising
from the activities and projects financed by the Bank. This system is fully aligned with the operational and
credit processes of Banco Sabadell Group, national laws and international standards. The SARAS process is
mandatory for infrastructure projects of the various sectors financed by Banco Sabadell Mexico with
traditional loans, syndicated loans and financial intermediaries amounting to 5 million US dollars or more.

e |RCA: indicator that allows the Institution to screen the ESG risk of the companies to which it
provides finance whilst at the same time considering their performance in relation to the
management of climate-related and environmental risks. It is used to define credit risk

2T An external tool has been acquired for research, rating and data collection concerning performance in environmental, social
and governance (ESG) factors for companies.

% |n addition to the activities impacting the environmental transition, the Group refrains from establishing trade relations with
links to ‘controversial weapons’ and/or with ‘countries subject to arms embargoes’, with the aim of avoiding the potential use of
these weapons for the commission of crimes or serious human rights violations. This point is described in section “9.
Commitment to human rights”.
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management policies and to identify potential opportunities for investment to support emissions-
intensive companies in their transition towards more sustainable activities.

Decarbonisation pathways: for borrowers operating in sectors affected by the decarbonisation
pathways defined by the Group (see section on “Portfolio Alignment”), the Bank evaluates
everything about significant transactions to which pathways are applied, from their origination to
their suitability. At present, a specific workflow has been established in order to identify, evaluate
and monitor transactions subject to pathways.

So that the application of the ESG risk management guidelines may be effective, the Bank has a centralised
team of specialised ESG analysts, who are responsible for conducting the IRCA evaluation of borrowers and
for determining their level of compliance with the ESG Guidelines. This way, the complete ESG analyses
include a IRCA evaluation, an assessment of the compliance with the Environmental and Social Risk
Framework, as well as a specific analysis of decarbonisation pathways in the case of transactions subject to
sectoral pathways.

This analysis is carried out centrally through the Bank’s internal portal, where the full analysis of borrowers
is added, along with any relevant supporting documents, so as to ensure the correct traceability of opinions
related to ESG criteria for credit risk decisions.

EU Taxonomy

The European Union took a further step as promoter of the energy transformation and the decarbonisation
of the economy. In line with the objectives of the fight against climate change, it established the Taxonomy
Regulation (Regulation (EU) 2020/852), which was the first step towards obliging firms to disclose the
proportion of their activities that are considered green or social, according to this regulation.

This regulation, which establishes requirements for the classification and reporting of sustainable activities,
is a key aspect for the integration of ESG aspects into the Group’s ordinary activity, as well as being a
strategic aspect for the Institution. For this reason, it is regularly monitored by the Technical Risk Committee
and the Sustainability Committee.

This is why, since 2020, Banco Sabadell Group has been working on its own Eligibility Guide, whose main
references are the EU Taxonomy and the best practices in the market such as the Green Loan Principles
and the Social Bond Principles. Given that this is a key strategic aspect for the Bank, work has been
underway since 2020 to keep the Eligibility Guide in line with regulatory updates and to implement it in
operating systems through different phases:

— Phase one: this phase, started in 2020, consisted of implementing the internal eligibility guide to
identify eligible activities based on the Taxonomy, as well as those that contribute substantially to
the Taxonomy, according to the targets set at that time: Mitigation of and Adaptation to Climate
Change. Efforts were also made to correctly tag these products in the systems.

— Phase two: this phase consisted of updating the Eligibility Guide according to the latest Delegated
Act in relation to the taxonomy, of July 2021 and according to the first draft of the social taxonomy.
In parallel, in June 2021, a new feature was introduced in the corporate systems to allow
transactions to be tagged as sustainable, so that they can be not only identified, but also duly
justified in accordance with the Bank's Eligibility Guide. It is worth noting that this implementation
went hand in hand with a specific training course that focused on promoting the identification and
documentation of transactions that meet the criteria of the Bank’s Eligibility Guide.

— Phase three: this phase took place in January 2022 and involved updating the guide to include
energy activities related to natural gas and nuclear energy, set out in the Complementary Climate
Delegated Act of the European Commission.

— Phase four: in the second half of 2023 the activities of the current Eligibility Guide were updated in
an effort to include the amendments contained in the Delegated Act of June 2023 for climate
targets, as well as the new activities defined in the new Delegated Act for the four non-climate-
related targets. However, these developments still need to be submitted to and approved by the
Institution’s corresponding governing bodies and introduced in the Bank’s systems for transaction
tagging upon origination.
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As a result of this work, the Group’s systems currently include a process for tagging priority green products,
which allows the entire management cycle of those products to be traced and ensures their alignment with
the requirements of the Bank’s Eligibility Guide. As indicated, this tagging process is currently being
updated to include the new aspects introduced in phase four.

Thanks to this work, in accordance with the disclosure requirements established by Delegated Regulation
(EU) 2021/2178 of the European Commission of 6 July 2021, disclosures for 2023 are set out below.

Among the obligations of the aforesaid regulation is that of reporting, within the Non-Financial Disclosures
Report of financial institutions, the proportion in their total assets of exposures to Taxonomy-eligible and
Taxonomy non-eligible economic activities, broken down by the six targets, as well as the proportion of
financed assets that are aligned with the climate targets of the EU Taxonomy (Green Asset Ratio, or GAR).

In this respect, based on the current EU Taxonomy, Banco Sabadell Group has a portfolio with a green asset
ratio (GAR) of 4.41% in terms of turnover. It is worth pointing out that the GAR has certain limitations when
it comes to its interpretation, given its definition and the need for information from counterparties. One
example is the non-inclusion of SMEs and micro-enterprises and the non-inclusion of counterparties based
outside of the EU in this ratio’s numerator. Methodological details of this ratio are included in Annex 4 -
Taxonomy indicators.

In order to identify and segment exposures deemed ‘eligible’ within the Group’s exposures, the following
eligibility criteria are applied to loans in the business and retail portfolio:

Business risk: Exposures to companies with (NACE) activities included in the Banco Sabadell
Eligibility Guide (activities for which there are technical criteria defined in the EU Taxonomy to
determine whether they can be considered sustainable) are deemed eligible. There are two criteria
whereby a NACE code is included in the Banco Sabadell Eligibility Guide, the main one being the
inclusion of the same in the NACE list proposed by the European Commission in its “EU Taxonomy
Compass”. In addition, there is an additional criterion which is an activity that is not listed by the
European Commission, but that is included in Annex 1 of the Climate Delegated Act, in Annexes 1
and 2 of the Complementary Climate Delegated Act and in Annexes 1, 2, 3 and 4 of the
Environment Delegated Act.

Retail mortgage risk: All exposures to individuals secured with a first or second property are
deemed eligible, as the purpose of these loans is included within the EU Taxonomy. By the same
token, exposures to individuals secured with other types of assets (garages, storage rooms/sheds,
etc.) are not included.

Vehicle financing risk: All vehicle financing exposures are deemed eligible, as this purpose is
included within the EU Taxonomy.

Compliance with any of the three criteria described above results in the classification of the exposure as
‘eligible’. On a complementary basis, the remaining exposures that do not meet any of the above criteria are
considered ‘non-eligible’.

In addition, the remaining information to be disclosed is included in Annex 4:Taxonomy indicators.

Initiatives to improve the quality of environmental information

Given the limited ESG information reported and disclosed by companies, as well as the lack of historical
records and lack of uniformity between the information reported on those risks and their monitoring metrics,
it is vital to have access to better ESG data in order to identify, manage, classify and monitor risks
associated with climate change.

For this reason, Banco Sabadell Group has been working on various actions to increase the quantity and
quality of ESG data about customers. There are two particular areas that are worth mentioning:

Real estate collateral: with the support of a third-party supplier, batch uploads of the energy ratings of
residential real estate and commercial real estate (CRE) of the portfolio are carried out. The Group captures
this data for its newly originated mortgage loans. On the other hand, to calculate the carbon footprint of the
Bank’s residential and commercial real estate portfolio, the Bank has been working to gather information
about actual useful surface areas of the assets it has financed (necessary to estimate the emissions
attributable to each property).
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Business risk: a task force was put together to gather environmental data from customers, as the first pilot
project for the CO2 emissions-intensive portfolio, which included, among other things, the capture of actual
emissions data (Scope 1, 2 and 3) as well as additional data such as energy consumption, the percentage
of renewables consumption, emissions prevented (where applicable), external ESG ratings, environmental
targets and sectoral emission intensity KRIs (Key Risk Indicators). Subsequently, efforts to improve
information have continued. On one hand, the calculation of the carbon footprint of the financed business
portfolio involved gathering actual data of borrowers’ emissions, as well as the information needed to
calculate the attribution factor. On the other hand, for the 2024 climate stress test, data was gathered in
relation to emissions (Scope 1, 2 and 3) and decarbonisation targets of the Group’s priority emissions-
intensive customers.

In addition, using the IRCA created by ESG analysts, the task of collecting customers’ ESG data got
underway. However, at the start of the project and in order to start collecting information, a third-party
supplier was hired to do the batch upload of ESG data about the main borrowers.

Similarly, due to the definition of the Bank’s decarbonisation strategy, work was carried out to capture data
regarding the emissions, production and transition plans of the main borrowers affected by the pathways.
First, attempts were made to obtain this information from public sources and, where that was not possible,
customers were contacted to request that information.

Lastly, in the second half of the year, the Bank took part in a sectoral project between AEB (Spanish
Banking Association), CECA (Spanish Confederation of Savings Banks) and UNACC (Spanish National Union
of Credit Cooperatives) to collect information related to the taxonomy from borrowers. Specifically, it worked
with an external consultant to put together the eligibility and alignment indicators of borrowers that have this
information publicly available. Furthermore, a methodology was defined on a sector-wide basis to process
that data in order to ensure uniform reporting.

To complement this work to gather external information from customers, the Bank also works internally to
centralise ESG information through a thematic sustainability datamart in order to provide a single point of
access to all those who require it. In order to ensure the internal control of the information managed, a
person is assigned to be directly responsible for the information, and users of the information are also
defined. Based on the assigned responsibilities, a series of tasks are established to ensure the quality and
uniformity of the information.

Control, supervision and monitoring of the sustainable portfolio

The Bank has different policies and procedures in place and takes various actions to foster sustainable
financing. To ensure the aforesaid policies, procedures and actions are implemented correctly, one key tool
it uses is the monitoring of the sustainable portfolio.

To consolidate the information that is to be monitored, the Bank continuously works to tag green and social
transactions and to identify them as soon as they are originated. As of today’s date, all green activities have
been tagged, both those compliant with the Institution’s Eligibility Guide and those linked to sustainability.
With regard to the social portfolio, tagging is either done by the account manager or, alternatively, specific
products are tagged. At present, work is still underway to update the systems with the requirements of the
internal Eligibility Guide for social activities. This all makes it possible to trace green and social activities
throughout their entire life cycle, for the purpose of their monitoring and reporting.

In the same way, other variables are monitored on a monthly basis that are key to the transition of the
Bank’s portfolio, such as:

The exposure of the Bank’s portfolio to carbon-intensive or carbon-related sectors.
New lending for green activities, carbon-intensive activities or carbon-related activities.

At the same time, the Institution establishes and develops specific RAS?® metrics and indicators in the
different risk management and control frameworks at the portfolio level, thus making it possible to adapt
environmental KRIs to the types of risks and assets that are financed in each one.

With regard to monitoring, the Credit Risk Dashboard is submitted on a regular basis to the Technical Risk
Committee including, among other things, information regarding the evolution of the exposures classified as
carbon-related, emissions-intensive, green and social, in addition to indicators for monitoring new lending

2 Risk Appetite Statement
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items. This information is also submitted to the Sustainability Committee, along with other additional
information such as compliance with pathways, IRCA analyses and carbon footprint data, among others.

For details about performance on this topic, see section 5. Commitment to sustainable finance.

Credit rating models

Currently, the credit rating model for large enterprises and groups30 already includes an environmental risk
factor. The project finance rating model also collects information on environmental risk.

4.3.4 Equator Principles

Since 2011, the Group has adhered to the Equator Principles, an international voluntary framework of
policies, standards and guidelines coordinated by the International Finance Corporation (IFC), a sister
organisation of the World Bank, which aims to identify, assess and manage environmental and social risks
relating to project finance of 10 million US dollars or more and corporate loans related to projects of more
than 50 million US dollars. Through the standards of the Equator Principles, a social and environmental
assessment of the potential impacts of each project is carried out by an independent expert.

During 2023, a total of 23 new structured finance projects incorporating the Equator Principles were signed,
83% of which are renewable energy projects.

Sector Num.ber of Category ** Country Region Designated Indeptfndent
projects country review
Renewable energies 19 B Spain Europe Yes Yes
Gas 1 A USA Americas Yes Yes
Infrastructures 2 B USA Americas Yes Yes
1 B UK Europe Yes Yes

4.4, Environmental management and impact

Banco Sabadell Group has embedded its environmental, social and governance commitments into its
strategy. This change of approach to activity, organisation and processes is based on the transition towards
a sustainable economy and sustainable development, on the basis of the 2030 Agenda, the Sustainable
Development Goals, the 2015 Paris Agreement against climate change and the European Green Pact, to
move towards an emissions-neutral economy.

The integration of environmental commitments puts the Institution in a stronger position from which take on
the new challenge of sustainability, on which the Bank has designed its governance model and
organisational structure. The Bank fosters responsible policies and practices among its staff, to stimulate
environmental protection and build a fairer and more respectful society. Once again, Banco Sabadell’s
Annual General Meeting, held on 23 March 2023, was certified as sustainable by the company Econep
Consultores S.L. (Eventsost), as it was considered that sustainability criteria were met throughout the entire
life cycle of the Annual General Meeting.

The organisation has aligned its business objectives with the SDGs, setting different key courses of action.
In particular, the commitment to good environmental management requires, among other things, actions to
move towards neutrality in terms of the greenhouse gas emissions released into the atmosphere. In this
transition towards emissions neutrality, Banco Sabadell has renewed the ISO 14001 certification of its
Environmental Management System in its five corporate buildings in Spain, where 24.61% of the workforce
worked as at the end of 2023, which fundamentally includes corporate buildings and excludes commercial
branches.

It also requires decisive action to be taken to reduce the Institution’s carbon footprint, through activities
aimed at reducing its own consumption. Of these, particular note should be taken of the technological
advances made to achieve digital interconnection between employees, achieving a substantial reduction of

30 Enterprises whose standalone balance sheet shows sales of more than 200 million euros and consolidating groups with
sales of more than 200 million euros and which have been granted loans by Banco Sabadell of more than 25 million euros.

%1 The social and environmental categorisation system of the Equator Principles reflects the magnitude of the impacts of
projects. The categories are C, B or A, with category C being for projects with minimal or no social or environmental impact,
category B for projects with potential limited adverse social or environmental impacts that are few in number, generally site-
specific, largely reversible and easily addressed through mitigation measures, and category A for projects with potential
significant adverse social or environmental impacts that are diverse, irreversible or unprecedented.
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business travel, in addition the actions taken to improve the maintenance of HVAC systems in the Group, to
reduce fluorinated gas leaks, which are highly intensive in terms of greenhouse gas emissions released into
the atmosphere.

With regard to training activities on ESG for employees, the Group has undertaken the commitment to
continue developing its specific training on ESG. Through the Carlos Il University of Madrid, a certification in
sustainable finance is issued, which includes materials about the environment and the fight against climate
change, among other materials on financial and social matters. In 2023, the certification in sustainable
finance was obtained by 430 employees. In addition, during 2023, specific on-site training sessions took
place, to convey the vision of sustainability applied to the business to managers in the branch network and
to other specialist roles in corporate buildings.

It is worth highlighting the fact that, since 2023, employees at the subsidiaries in Mexico and the USA
(Miami) have also had the opportunity to obtain the certification in sustainable finance issued by the Carlos
Il University in Madrid.

In Campus, the online training space for Group employees, in addition to the certification in sustainable
finance programme, there is a specific space for Sustainability, with a wide range of training modules
available in relation to environmental matters, which also connects with web tools for use by relationship
managers (the internal Sustainability site), which includes content related to business activity, the ESG
vision and the trade narrative. In addition, the available training modules are supplemented with webinars
held by Sabadell’s Companies Hub. Training-related aspects are detailed in section 6.3 Training.

In the United Kingdom, TSB sets out its environmental management targets in its Do What Matters Plan
2025. The Plan outlines TSB’s social and environmental commitments to generate a long-lasting and
significant impact for customers, employees, suppliers and communities, focusing on three key areas:
business essentials, people and the planet, with long-term objectives focusing on areas of social and
financial inclusion, fair business practices and support for a fair transition to a greener planet.
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4.4.1 Carbon footprint

The Group’s CO2 emissions in its geographies (Spain, UK, Mexico and USA) amounted to 10,408 tonnes
(market-based data). If one considers like-for-like perimeters32, the Group’s emissions (ex-Mexico and ex-
USA, of which no past emissions data is available), there was an increase of 6.80% compared to 2022 and
a reduction of 55.11% compared to 2019.

In 2023, the CO2e emissions associated with employee travel between their home and the workplace
(commuting) were included in Scope 3, calculated for the corporate buildings with the largest number of

employees in Spain. The total emissions calculated in this category came to 2,163 tonnes of CO2e.
33I

Group (all geographies) Group (ex-Mexico and ex-USA)

€02 emissions in tonnes (t.c02) 3% 2,023 2,022 2,023 2,022 2,019
Scope 1: Direct activities 3,243 3,912 3,178 3,854 4,912
Scope 2: Indirect activities
Market-based *° — 526 — 7 3,350
Location-based %’ 16,798 14,689 16,351 14,170 19,990
Scope 3: Other indirect activities 38 7,165 3,702 6,481 3,158 8,438
Total emissions generated
Total market-based 10,408 8,139 9,659 7,019 16,700
Total location-based 27,207 22,302 26,011 21,182 33,340
Total emissions generated per employee (market-based) | 0.54 0.43 0.52 0.39 0.86

4.4.2 Offsetting

In 2023, Banco Sabadell renewed its commitment to offsetting the carbon footprint, including all Scope 1, 2
and 3 emissions® in Spain, Mexico and the USA, through the purchase of credits in various reforestation
projects. Two of these involved native conifers, one located in Comunidad de Montes Vecinales en Mano
Comdin de Carballedo®® and the other in Borela®!, both part of Concello de Cerdedo-Cotobade located in the
city of Pontevedra (Galicia). The third project, located in Mexico*?, specifically in the states of Tabasco,
Chiapas and Campeche, is a reforestation project for teak trees (Tectona grandis). Total CO2 emissions to
be offset amount to 7,669 tCO2 equivalent.

TSB, for its part, has offset its Scope 1 and 2 emissions carried out in 2023, which amounted to 1,410
t1CO2 equivalent, through Forest Carbon’s ArBolivia*® reforestation/afforestation project (Plan Vivo), through
which TSB has planted more than 52,000 trees and invested in forests, peatlands and woodlands in the
United Kingdom to offset its future emissions.

82 Including commuting journeys in 2023, which makes the perimeters not comparable in like-for-like terms with previous years,
the increase was 37.6% compared to 2022 and a reduction of 42.2% compared to 2019.

83 Comparisons with previous years do not include data for Mexico and USA, as the Bank does not have historical data for their
carbon footprints.

34 In some cases, consumption has been estimated as that information was not available as at year-end.

3% In accordance with TSB's internal policy on recalculating previous years’ emissions, aligned with the UK’s SECR regulation,
TSB has recalculated emissions between 2019 and 2022 to consider the effect of branch closures and staff restructuring during
2023. The firm Ernst & Young LLP (EY) provides independent limited assurance of TSB’s emissions data.

36 Emissions associated with energy supplies calculated based on the emissions certificates of energy resellers.

57 Emissions associated with electrical power supplies calculated by applying the country’s energy mix as the emissions rate. In
the case of Spain, for 2023, this data corresponds to the emission factor of the mix assigned the electricity label of the CNMC
(Spanish National Commission on Markets and Competition) in effect as at the date of producing this document (273 g/kWh).

%8 |n 2023 the calculation of the CO2e footprint generated by customer travel between their homes and the workplace
(commuting) has been included for the corporate buildings with the largest workforces in Spain, amounting to a total of 2,163
tC02.

% The Scope 3 emissions that will be offset include supplies (water, paper and plastic), waste and business travel. This
offsetting does not include emissions associated with the financed portfolio (category 15).

40 Project certified by MITECO code: 2022-b108 (https://www.miteco.gob.es/content/dam/miteco/images/es/2022-
b108_tcm30-551212.pdf).

*1 Project certified by MITECO code: 2021-b158 (https://www.miteco.gob.es/content/dam/miteco/es/cambio-climatico/temas/
registro-huella/informes/2021-b158.pdf).

42 Project “Reforestation with Teak CO2 TEAKMEX” verified and registered by VERRA identifier: 1740 (https://registry.verra.org/
app/projectDetail/VCS/1740).

“3ArBolivia Project (https://mer.markit.com/br-reg/public/index.jsp?name=tsb
%20bank&entity=retirement&entity_domain=Markit&srd=false&additionalCertificationld=&acronym=PV&standardld=100000000
000004 &categoryld=100000000000001 &unitClass=) with identifier: 200000000000695.
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The Group maintains its commitment to fighting against climate change, embodied in its aim of achieving
carbon emissions neutrality in its operations, which it undertook upon becoming a member of the Net-Zero
Banking Alliance in 2021.

4.4.3 Details of emissions and sustainable use of resources

Details of the CO2 emissions of each geography in which the Group operates are given below, along with
details about the resource management actions carried out:

Report on Banco Sabadell Spain’s greenhouse gases (t.C02) ** 2023 2022 2019
Scope 1 emissions: 1,768 2,312 3,113
Consumption of gases 441 754 872
Leaks of refrigerated gases 1,265 1,514 2,091
Fleet of company vehicles 62 43 150
Scope 2 emissions:
Electricity - market-based — 7 18
Electricity - location-based 13,650 11,661 15,436
Seape Land 2, mamketbased " TTTTTTT"""""ijes " "asis 3131 .
Scope Land 2, locationbased ________________________________ 15418 13,973 __ 18,549 _
Scope 3 emissions: 5,152 2,103 5,607
Water 93 105 157
Paper 463 451 818
Plastic 9 11 221
Waste 75 63 81
Business travel 2,348 1,473 4,330
Travel by aeroplane 1,299 655 2,150
Travel by train 75 35 249
Travel by car 974 782 1,931
Whilst commuting *° 2,163 — —
Total emissions (Scope 1, 2 & 3) - market-based 6,920 4,422 8,738
Total emissions (Scope 1, 2 & 3) - location-based 20,570 16,076 24,156

In Spain, as at the end of 2023, the reduction of CO2 emissions compared to 2019 was 43.5% for Scope 1
and 2 and 46.7% for Scope 3 (including travel whilst commuting, whose emissions were not calculated in
2019 meaning that the perimeter would not be comparable, the reduction is 8.1%). With regard to Scope 1,
the most significant impact on the reduction of carbon emissions came from fluorinated gas leaks, with a
-39.5% change in emissions, mainly due to the process involving the restructuring the branches in the
branch network and improvements in the HVAC systems. Although Scope 3 includes the carbon footprint of
travel whilst commuting in 2023, the reduction is due to the reduced use of paper and reduced travel by
employees, with a change of -43.4% and -45.8%, respectively. These figures largely reflect the success of
the initiatives rolled out to reduce the use of materials in the office, as well as plans to regulate business
travel.

With a firm resolve to support and accelerate economic and environmental transformations, in 2021 Banco
Sabadell undertook the commitment to reduce its carbon footprint for 2025, taking 2019* as the base
year, by 14.2% for its Scope 1 and 2 emissions, and by 48.3% for its Scope 3 emissions (except category
15). The following table shows the targets and changes recorded between the base year and 2023:

CO, emissions reduction targets Scope 1+2 Scope 3 Total emissions
Spain (targets 2019-2025) -14.2% -48.3% -36.1%
Spain (recorded change 2019-2023) -43.5% -46.7%" -45.6%

Total CO2 emissions in Spain in 2023 were 56.4% higher than in 2022, due to the increase in business
travel, as business activity gradually returned to normal following the pandemic. Consequently, the CO2

“% In some cases, consumption has been estimated as that information was not available as at year-end.

4% |n 2023 the calculation of the CO2e footprint generated by customer travel between their homes and the workplace
(commuting) has been included for the corporate buildings with the largest workforces in Spain.

46 2019 is considered the base year because it is the last year without Covid-19 restrictions.

47 For comparability reasons, the calculation does not include emissions generated by employee travel to the workplace (travel
whilst commuting), as these were not calculated in 2019.
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emissions reduction targets established for 2025 continue to adequately reflect the efforts made to reduce
the Institution’s emissions, acting on its commitment to the environment.

Report on TSB'’s greenhouse gases (t.C0,) 48 2023 2022 2019
Scope 1 emissions: 1,410 1,542 1,799
Consumption of gases 1,236 1,367 1,559
Leaks of refrigerated gases 162 156 76
Fleet of company vehicles 12 19 164
Scope 2 emissions:
Electricity - market-based 0 0 3,332
Electricity - location-based 2,701 2,509 4,554
“Seope 1and 2, mamkethased_ 7T TTTTTTTTTTTTTTTTTT G0 ek T s
Scope 1and 2, locationbased | ________ 4111 __ 4,05 __ 6353 _
Scope 3 emissions: 1,329 1,055 2,831
Water 14 15 60
Paper 447 417 1,318
Plastic 0 0 0
Waste 13 19 29
Business travel 855 604 1,424
Travel by aeroplane 554 309 654.4
Travel by train 85 53 162
Travel by car 216 242 607
Total emissions (Scope 1, 2 & 3) - market-based 2,739 2,597 7,962
Total emissions (Scope 1, 2 & 3) - location-based 5,441 5,106 9,184

Since 2021, TSB has been keeping detailed information about its Scope 3 water consumption, paper
consumption and waste. Scope 2 emissions (for SECR49) include only direct commercial electricity
supplies®.

In accordance with the internal policy on recalculating previous years’ emissions, aligned with the UK’s
SECR regulation, TSB has recalculated emissions between 2019 and 2022 to consider the effect of branch
closures and staff restructuring during 2023. The firm Ernst & Young LLP (EY) provides independent limited
assurance of TSB’s emissions data for 2023.

TSB’s reduction of its emissions in 2023 compared to its emissions in 2019 was 65.6% after recalculating
previous year's emissions applying the SECR methodology. This reduction is due to various factors, notably
including the launch of the energy efficiency programme, paperless processes and the continuation of
blended work arrangements following the Covid-19 pandemic.

TSB continues to acquire 100% renewable energy, which has contributed to a general reduction of its
market-based Scope 1 and 2 emissions of 72.5% in 2023 compared to 2019. TSB is committed to
continuing to purchase renewable energy and has plans to explore other biofuels and to reduce its total
energy consumption.

In 2023, CO2 emissions decreased both in the USA (Miami) and in Banco Sabadell Mexico, with changes of
-31.1% and -34.7%, respectively, mainly because, since 2023, renewable origin certificates of the indirect
Scope 2 emissions have been available for both geographies. However, in the USA, the upward shift of
Scope 3 emissions is due mainly to the increase in business travel as business activities were gradually
resumed. No carbon footprint data prior to 2022 is available, therefore these geographies will not be taken
into account in the Group’s comparisons of its carbon footprint in relation to previous periods.

8 |n some cases, consumption has been estimated as that information was not available as at year-end.

49 Streamlined Energy and Carbon Reporting (SECR) is a regulation in the United Kingdom for large unlisted organisations related
to the reporting of greenhouse gas emissions.

50 Calculated based on direct electrical power supplies for business activity, including consumption by the owner, where that
information is available.
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Report on the USA’s greenhouse gases (t.CO,) 51 2023 2022

Scope 1 emissions: 2 3
Gases 0 3
Fluorinated gases 2 0
Scope 2 emissions:
Electricity - market-based 0 282
Electricity - location-based 265 282
Seope Land 3, marketbased___________TTTTTTTTTTTTTTTTI T e
Scope Land 2, locationbased | ______________________________ 267 ___285__
Scope 3 emissions: 345 219
Water 0 0
Paper 0 1
Business travel 345 217
Travel by aeroplane 345 217
Total emissions (Scope 1, 2 & 3) - market-based 347 504
Total emissions (Scope 1, 2 & 3) - location-based 612 504

Report on Mexico’s greenhouse gases (1.C0,) 52

Scope 1 emissions: 63 55
Fleet of company vehicles 63 55
Scope 2 emissions:
Electricity - market-based 0 237
Electricity - location-based 182 237
“Scope 1 and 2 - marketbased " ""&3 201
“Scope 1 and 2 - location-based " 245 - 201
“Scope 3 emissions: T TTTTTTTTTTTT 339 325
Water 2 5
Paper 0 1
Business travel 337 319
Travel by aeroplane 313 291
Travel by car 24 27
Total emissions (Scope 1, 2 & 3) - market-based 402 616
Total emissions (Scope 1, 2 & 3) - location-based 584 616

Similarly, to date, it has not been possible to measure waste generated in facilities in Mexico and the USA.
The Group is working to find a robust solution to conduct that measurement with full data quality
guarantees.

Details of the Group’s emissions, by scope

Scope 1 - Direct activities:

This scope includes emissions generated by facilities through the use of fuel such as diesel (including that
used by mobile branches in Spain), propane gas, natural gas, as well as leaks of fluorinated greenhouse
gases and the fleet of company vehicles (excluding employee travel between home and the work centre).

Acting on its commitment to sustainability, Banco Sabadell Group is making progress with its sustained
reduction of proprietary emissions. As at the end of 2023, Banco Sabadell had managed to reduce its
overall Scope 153 emissions by -35% (cumulative) compared to 2019.

! In some cases, consumption has been estimated as that information was not available as at year-end. The conversion factors
have been calculated based on DEFRA (Department of Environment, Food and Rural Affairs), except for Scope 2, where the
country’s official data has been used. Version according to year.

52 |n some cases, consumption has been estimated as that information was not available as at year-end. The conversion factors
have been calculated based on DEFRA, except for Scope 2, where they have been calculated using the country’s official data.
Version according to year.

53 Reduction calculated for Spain and the United Kingdom. Mexico and USA are not included, as no historical data is available.
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Gases

Data relating to gases correspond to the use of fuel such as propane gas, natural gas and diesel (including
that used by mobile branches in Spain).

In 2023, propane gas consumption in Spain amounted to 970 m?*, compared to 844 m® in 2022 and 486
m® in 2019, an increase of 15% compared to 2022 and of 99% compared to 2019. Propane gas is only
used to provide additional heating in one branch, which is located in a mountainous region where low
temperatures in winter require it to be used in order to prevent the gas from freezing.

In the UK, Mexico and the USA, propane gas is not used in any of the branches or corporate buildings.

On the other hand, the consumption of natural gas in Spain is limited to three of the corporate buildings,
and used to reinforce the HVAC system, both to provide heat and for dehumidification purposes, while in the
United Kingdom it is used in winter across practically all branches and corporate buildings. In 2023,
consumption in Spain amounted to 175,569 m?, compared to 229,312 m*® in 2022 and 257,920 m® in
2019, a reduction of -23% compared to 2022 and of -32% compared to 2019.

In the United Kingdom, consumption amounted to 599,959 m> compared to 662,554 m? in 2022 and
753,942 m® in 2019, a reduction of -9% compared to 2022 and of -20% compared to 2019.

TSB also completed the second phase of its Energy Optimisation Scheme, which helped to reduce the
energy consumption of natural gas, diesel and electricity by 3.1 million kWh compared to 2022.

No natural gas is consumed in Mexico or the USA, as their HVAC systems run entirely on electricity.

Finally, consumption of diesel in Spain amounted to 5,534 litres, compared to 5,418 litres in 2022 and
14,246 litres in 2019, an increase of 2% compared to 2022 and a reduction of -61% compared to 2019.
Between the end of 2020 and early 2021, a large-scale top-up of diesel tanks took place to prevent
potential supply shortages in the future, which reduced the need for diesel refuelling during 2022. In 2024,
it is expected that consumption will be reduced, as the Bank’s data servers will be physically moved from its
own facilities to the facilities of the IT infrastructure supplier.

In the UK, diesel consumption amounted to 5,670 litres in 2023 compared to 8,004 litres in 2022 and
6,350 litres in 2019, a reduction of -29% and -11%, respectively.

In the UK, diesel is mainly used for generators in corporate buildings, as well as in heating systems in some
remote island locations. In 2022, TSB launched the Energy Optimisation Scheme, with training provided by
an Energy Management team from the company managing the facilities. This scheme involved a review of all
possible ways in which energy can be reduced, in order to implement improvements in all facilities over the
coming years.

During 2023, no diesel consumption was recorded in either Mexico or the USA, although in the USA
consumption in 2022 was 1,140 litres due to the use of a genset in one of its corporate buildings (Miami
Lakes Operating Center).

Fluorinated gases

The figures relating to fluorinated gases correspond to leaks of F-gases due to breakdowns of HVAC
systems in corporate buildings and branches. In Mexico, no fluorinated gas leaks in HVAC equipment were
recorded, as the refrigeration system uses water circuits. In the case of the USA, one fluorinated gas leak
was recorded in 2023, amounting to 1kg, in the HVAC machinery of its facilities.

In 2023, fluorinated gas leaks in Spain amounted to 748 kg, compared to 860 kg in 2022 and 1,144 kg in
2019, a reduction of -13% and -35%, respectively. In the UK, on the other hand, fluorinated gas leaks
amounted to 84 kg in 2023 compared to 82 kg in 2022 and 53 kg in 2019, an increase of 3% and 59%,
respectively.

To reduce these leaks, every year the Bank upgrades its air conditioning systems, introducing more efficient
equipment (thus also reducing Scope 2 emissions) that uses gas with a lower environmental impact.
Furthermore, the 24% reduction in the branch network that occurred between 2021 and 2022 also had an
impact on the reduction of emissions due to fluorinated gas leaks.
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The Bank is firmly committed to reducing its direct carbon footprint; therefore, in the coming years, it will
continue to periodically review its facilities, both machines and other fixtures (pipes, connections, shut-off
valves). Similarly, the machines with the most breakdowns will continue to be identified and included in the
replacement project. This analysis will also make it possible to detect the most efficient models in order to
adjust the policy for the purchase of new equipment accordingly.

Company vehicles

In Spain, business journeys in 2023 amounted to a total of 375 thousand kilometres compared to 249
thousand kilometres in 2022 and 832 thousand kilometres in 2019, an increase of 51% and a reduction of
-55%, respectively.

In the UK, business journeys in 2023 amounted to a total of 641 thousand kilometres compared to 702
thousand kilometres in 2022 and 1,587 thousand kilometres in 2019, a reduction of -9% and -60%,
respectively. For 2024, TSB aims to continue promoting sustainable business travel options, offering only
electric vehicles in its company car plan.

In Mexico, records of CO2 emissions from company vehicles are not kept in kilometres but rather in terms
of petrol consumption. In 2023, total petrol consumption in vehicles controlled by the Bank amounted to
28,460 litres, compared to 17,196 litres in 2022, an increase of 66%.

In the USA, there is no fleet of company vehicles under the criteria applicable to Scope 1 GHG emissions.

Scope 2 - Indirect activities:

This scope includes emissions generated by the consumption of electricity.

Electricity consumption

Consumption of electricity in Spain in 2023 amounted to 50,615 MWh, compared to 59,398 MWh in 2022
and 77,842 MWh in 2019, a reduction of -15% and -35%, respectively. As at the end of 2023, 100% of the
energy consumed came from 100% renewable sources. In the UK, on the other hand, electricity
consumption amounted to 13,045 MWh in 2023 compared to 12,975 MWh in 2022 and 5,473 MWh in
2019, an increase of 1% and 138%, respectively.

In Spain, throughout 2023, 98.79% (50,000 MWh) of the electricity consumed was acquired from a single
reseller (CEPSA GAS Y ELECTRICIDAD, S.A.U.). The energy consumed has a certificate of renewable origin.

1.21% of the total electric power consumed in Spain was self-generated through the photovoltaic panels
installed in the corporate buildings at Sant Cugat del Vallés.

2023 2022 2019

. - . o
(ionsumptlon of electricity pro.w.de(.j by Cgpsa and Nexus Renovables, 100% REGO 98.79% 08.96% 99.95%
(% supplied out of total electricity in Spain)

. . . . o .
Consumption of e‘Ie‘ctr.|C|ty pr_owded by other resellers without REGO (% supplied 0.00% 0.05% 0.05%
out of total electricity in Spain)
Self-consumption (% of total electricity) in Spain 1.21% 1.00% 0.00%

Thanks to these photovoltaic panels, 614,618 kWh did not have to be purchased from resellers and was
instead generated by the Institution’s systems for own use in the corporate buildings at Sant Cugat del
Vallés. With this electricity generation, Banco Sabadell has reduced its energy dependence on third parties
as it is able to use its own systems to generate 10% of the energy needed for this building to operate.

In addition, in order to reduce its energy consumption, Banco Sabadell continues with its ongoing
consumption assessment programme at its branches and corporate buildings to detect changes and
actions that help improve consumption efficiency:

As indicated in relation to Scope 1, every year a programme takes place to replace air-conditioning
equipment with more energy-efficient models where appropriate.
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The project to replace the lighting at branches with LED (Light Emitting Diode) technology is still in
progress, to ensure that all branches are equipped with LED lighting and thus reduce consumption
(all corporate buildings are already 100% equipped with LED lighting).

The majority of the branch network is equipped with a centralised low energy consumption HVAC
and lighting system, as well as light activation systems for billboard advertising adapted to daylight
hours.

Corporate buildings are equipped with motion-sensitive lighting systems and LED lights. In these
corporate buildings and larger branches, HVAC installations are equipped with energy recovery
systems.

In the UK, the supply of electricity continues to be 100% from renewable sources, thus contributing
significantly to the strategy for attaining carbon neutrality by not generating market-based Scope 2
emissions.

In Mexico, electricity consumption in 2023 was 417 MWh, compared to 595 MWh in 2022, a reduction of
-30%, whilst in the USA, consumption reached 698 MWh, compared to 737 MWh in 2022, a reduction of
-5%. These two geographies have had a renewable origin certification for their electricity production since
2023.

Group Group
(all geographies) (ex-Mexico and ex-USA)
Total electricity consumption 2023 2022 2023 2022 2019
Total electricity consumption (MWh) 64,775 76,028 63,660 74,695 83,315

Scope 3 - Other indirect activities:

This scope includes other indirect activities in which emissions from the consumption of water, paper,
plastic and waste management are quantified, as are those from travel by aeroplane, train and car (except
company vehicles) and from employee commuting between the home and the workplace.

Water

Water consumption includes water for sanitary use, irrigation and catering in corporate buildings. In 2023,
water consumption in Spain amounted to 240,016 m?, compared to 265,892 m? in 2022 and 396,260 m®
in 2019, a reduction of -10% and -39%, respectively.

As for the UK, water consumption amounted to 37,759 m3, compared to 39,164 m® in 2022 and 57,094
m? in 2019, a reduction of -4% and -34%, respectively.

In Mexico®*, water consumption in 2023 was 10,562 m?, compared to 11,688 m® in 2022, a reduction of
-10%, whilst in the USA, consumption reached 2,540 m3, compared to 3,826 m? in 2022, a reduction of
-34%.

The process to reduce the number of branches in the branch network has had a significant impact on the
reduction of consumption in Spain.

100% of the water used comes from the supply network. The Group’s headquarters are located in urban
areas where the water collected and discharged is done so through the urban network.

With regard to eco-efficiency measures, bathroom facilities and taps are fitted with water-saving
mechanisms. The headquarters in Sant Cugat have a deposit that collects rainwater and greywater to reuse
it as irrigation water. At the same time, the landscaped areas are comprised of native plants with low
irrigation needs.

During the 2022-2025 period, the WC discharge system is being gradually replaced with dual flush toilets to
reduce the consumption of water for sanitary use. An annual 1% reduction in emissions is estimated by
2025, associated with this initiative.

5% Consumption on a pro-rata basis according to number of floors occupied by the Bank in the respective buildings.
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Paper

The Group’s daily activities require the regular use of paper. Paper consumption in Spain in 2023 amounted
to 627 tonnes, compared to 610 tonnes in 2022 and 1,030 tonnes in 2019, an increase of 3% and a
reduction of -39%, respectively. In the UK, paper consumption amounted to 491 tonnes in 2023 compared
to 453 tonnes in 2022 and 1,439 tonnes in 2019, an increase of 8% and a reduction of -66%, respectively.

In order to keep paper consumption down, a series of measures have been implemented, such as (i) the
set-up of a 24-hour service for customers through remote channels and digital platforms, (ii) the use of
tablets and digital systems in branches, which allow customers to sign documents digitally and thus
eliminate the use of pre-printed documents, and (iii) the introduction of default printing settings in the
Institution’s printers for double-sided printing.

2023 2022 2019

Recycled paper used in branches and corporate buildings in relation to total

0 0, )
paper consumption (white and recycled) in Spain (%) 100.00% 100.00% 99.98%

The Group has also continued with the programme to reduce correspondence and simplify contractual
documentation, helping to reduce paper consumption. This programme started in 2019, gradually
digitalising the profile of its customers and consolidating the model under which a single monthly account
statement is sent to them. Among the initiatives with the greatest impact that have been carried out, it is
worth highlighting the following:

Simplification of pre-contractual and contractual documents about the Bank’s products.

Further development of digital solutions in relation to signing for transactions, issuing certificates
and customer correspondence.

Greater digitisation of internal operating processes.

The conventional paper used by the Bank is certified to international standards ISO 9001 and ISO 14001
on quality and environmental management systems, and its production is chlorine-free under the criteria of
the FSC (Forest Stewardship Council), with a Blue Angel certification and an EU Ecolabel.

In the UK, as at the end of 2023 TSB has managed to reduce its paper consumption by 66% with respect to
2019, compared to a reduction target of 65%. To that end, several initiatives have been launched to
digitalise processes and leaflets, reduce the use of postal mail for customer correspondence and reduce
printing.

Group Group
(all geographies) (ex-Mexico and ex-USA)
Paper consumption 2023 2022 2023 2022 2019
Paper consumption (DIN A4 format) during the year (tonnes) 1,119 1,058 1,118 1,055 2,469

During 2023, the Zero Paper project continued to be promoted. This project enhances the digitalisation of
all of the Bank’s processes to reduce its paper consumption to 0. An annual 2% reduction in emissions is
estimated by 2025.

In Mexico, paper consumption in 2023 was 0.4 tonnes, compared to 1.4 tonnes in 2022, a reduction of
-71%, whilst in the USA, consumption reached 0.1 tonnes, compared to 1.4 tonnes in 2022, a reduction of
-90%.

Plastic

Plastic consumption is attributable to the materials purchased for various uses. Plastic consumption in
Spain in 2023 amounted to 2.9 tonnes, compared to 3.4 tonnes in 2022 and 71.1 tonnes in 2019, a
reduction of -16% and -96%, respectively.

To reduce plastic consumption, the Bank has been applying a series of measures since 2020 designed to
eliminate plastic in the products it purchases for various uses:

Elimination of plastic in certain desk and/or common use materials.
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Elimination of coin blister packs.

Elimination of blue bag for documents requiring urgent digitisation.

Elimination of passbook covers.

Replacement of the plastic film in blue event bags with brown kraft paper.

Replacement of plastic coffee spoons with wooden spoons.

Replacement of the plastic window in envelopes with a transparent paper window.
Manufacture of cash transfer bags with a mixture of recycled (80%) and virgin (20%) plastic.
Manufacture of shrink film from 56% sugar cane (bio-based material).

Replacement of corporate pens (100% plastic) with an alternative manufactured with kraft paper
and wheatpaste.

During the 2022-2025 period, the various materials used by the Bank that contain plastic will be gradually
analysed and replaced with sustainable materials. In Spain, an annual 2% reduction in emissions is
estimated.

In the UK, 67.0 tonnes of plastic waste were generated, compared to 112.4 tonnes in 2022, a reduction of
-40%, mainly due to the closure of premises, which reduced the generation of waste.

The Group is working to explore and, if necessary, implement the necessary capabilities to measure the
plastic consumption of its subsidiaries in Mexico and the USA.

Waste management

Waste can be classified as either non-hazardous waste or hazardous waste. Non-hazardous waste includes:
scrap metal, inert plastic, bulky general waste, incandescent light bulbs, paper and cardboard, glass,
organic waste, grease trap and wood. Hazardous waste includes: chemical containers, absorbents (filters),
lead batteries, oils, fluorescent lamps, electronic equipment, batteries and aerosols.

In 2023, in Spain, general waste was reduced by -6% and -40% compared to 2022 and 2019, respectively,
due mainly to the reduced travel to workstations in the corporate buildings as a result of telecommuting,
and also due to the Bank’s restructuring process. In the UK, waste in 2023 was reduced by -34% and -57%
compared to 2022 and 2019, respectively, also mainly due to the situation mentioned for Spain.

To date, it has not been possible to measure waste generated by facilities in Mexico and the USA. The
Group is working to analyse the resources necessary to record, with full assurance, the volume of waste
generated in Mexico and the USA, in order to obtain data on the tonnes of waste and CO2 emissions for
subsequent disclosure.

Section 4.4.4 Circular economy and waste management includes more details on waste management and
emissions.

Business travel
Business travel includes journeys by aeroplane, train and motor vehicles.

In Spain, business journeys in 2023 amounted to a total of 20,962 thousand kilometres compared to
11,940 thousand kilometres in 2022 and 34,586 thousand kilometres in 2019, representing an increase of
76% and a reduction of -39%, respectively.

At the start of 2020, before the State of Emergency was declared in Spain, the Bank reviewed its business
travel policy, laying down new guidelines to limit travel to only journeys strictly necessary due to business
needs and to prevent travel for internal meetings, encouraging the use of the remote and electronic
solutions available.

It is for this reason that, compared to 2019, as a pre-pandemic reference year, the data for 2023 in Spain
reflected the positive effect that the review of the Group’s business travel policy has had on the reduction of
the Institution’s carbon emissions.
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For the 2022-2025 period, an annual 5% reduction in emissions from business travel is expected in Spain
by 2025 with the implementation of new measures every year that enable the Bank to establish and achieve
ongoing emissions reduction targets.

In the UK, in line with the Group’s reporting criteria, the relative emissions during hotel stays that TSB
reports in its standalone accounts are not included. In terms of other items, business journeys in 2023
amounted to a total of 5,764 thousand kilometres in TSB compared to 4,194 thousand kilometres in 2022
and 15,261 thousand kilometres in 2019, an increase of 37% and a reduction of -62%, respectively. The
target had been to reduce business travel by 50% compared to 2019.

Furthermore, this year TSB has switched travel supplier for its employees and this will, among other
improvements, enable users to consult the carbon emissions data of their journeys more easily, in addition
to providing alternative and more sustainable means of transportation where possible.

In addition, TSB has undertaken to promote new alternative means of transport, such as the inclusion in
company benefits of an additional grant for the purchase of electric bicycles, as well as new ways of working
to keep reducing emissions.

In 2023, in Mexico and the USA, business travel came to a total of 1,904 and 1,961 thousand kilometres,
respectively, an increase of 10% in Mexico and an increase of 66% in the USA.

The Group is working to set emissions reduction targets in Mexico and the USA (Miami) aligned with the
targets of the rest of the Group.

Employee Commuting

Since 2023, the Bank has been calculating the emissions generated during commutes to the corporate
buildings with the largest number of employees in Spain. The total emissions calculated came to 2,163
tonnes of CO2e.

As regards these journeys, a sustainable mobility model will continue to be promoted with various schemes,
such as the creation of new parking spaces at corporate buildings for private electric vehicles.

Other actions
In Spain, during 2023 the Bank has continued to certify its main corporate buildings with ISO 14001:2015.

Moreover, to mitigate the environmental impact of its suppliers, the Bank continues to encourage the use of
electric vehicles for the various logistics services and the use of ecological ink among the printing
companies that collaborate with the Bank.

In the UK, during 2024, TSB will continue to promote its goal of using fewer resources and to select more
sustainable options to conduct its activity. This entails continuing to reduce the overall energy consumption,
through phase 3 of its Energy Optimisation Scheme, whose initiatives notably include:

—  Exploring the phase-out of its fossil fuels;

— Reducing waste generated by its activity;

— Testing out new water saving technology;

— Finding ways of eliminating paper usage in its process; and

— Eliminating any non-FSC/PEFC paper products that remains in its operations.
4.4.4 Circular economy and waste management

Waste generation in Spain in 2023 amounted to 814 tonnes, compared to 865 tonnes in 2022 and 1,353
tonnes in 2019, a reduction of -6% and -40%, respectively.

In the UK, waste generation amounted to 557 tonnes in 2023 compared to 839 tonnes in 2022 and 1,283
tonnes in 2019, a reduction of -34% and -57%, respectively. Recycling continues to be a key aspect for TSB,
which is why it has renewed its commitment to attaining a 90% recycling target in its Do What Matters Plan
2025. In 2023, the general recycling rate at TSB was 79.18%.
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Banco Sabadell Group has internal procedures in place to ensure that 100% of paper and plastic is removed
and recycled by authorised waste management firms. Corporate buildings and branches are equipped with
facilities for the separation and collection of packaging, organic matter and batteries.

Specific control mechanisms exist for waste management in branches due to be closed or merged. Surplus
computer equipment and furniture in good condition at branches or work centres due to be closed or
merged are donated by the Bank to NGOs and local charities.

Among the actions taken by the Bank to reduce the waste that it generates, it is worth noting the
programmes to reduce paper consumption and the associated waste (which accounts for the largest volume
of waste).

Breakdown of 2023 2022 2019
waste (W) in

Spain and UK 58 Waste t. Emissions t.CO, Waste t. Emissions t.CO, Waste t. Emissions t.CO,
Total non-

hazardous 1,356 87.8 1,634 82.0 2,633 110.1
waste *¢

L‘;t:t'eh?,za’dws 15 0.29 11 0.19 2 0.05
Total waste 1,371 88.0 1,646 82.0 2,635 110.0

In line with the rest of the targets to reduce the carbon footprint by 2025, the Bank will continue to reduce
paper waste by reducing its usage.

In addition, there are plans, expected to be completed by 2025, to create a new centralised waste room to
reduce waste generation and to install an organic matter composting plant at the main Sant Cugat del
Vallés headquarters, in order to reduce all organic waste. A 9% reduction is estimated for 2025, compared
to 2019.

As for the UK, TSB determined that, by 2023, non-recyclable waste would be reduced by 10% compared to
2022 and, at the end of the year, it had achieved a reduction of 21%.

In addition, in April 2023, TSB launched an online training module called Reducing Waste Matters, to
supplement the current training for employees on energy and environmental efficiency.

5% Conversion factors used for waste based on DEFRA 2021 (Waste Disposal), with the exception of paper, glass and organic
waste in Spain, which are based on OECC (Spain’s Climate Change Office). Calculation of GHG emissions generated by the
management of municipal waste. In the UK, a breakdown of hazardous and non-hazardous waste for 2019 and 2020 is not
available and thus data only includes total waste. The Group is analysing the resources needed to keep records of the volume of
waste generated in Mexico and the USA, so that it may soon have data available for disclosure in relation to tonnes of waste
and CO2 emissions.

5 The three largest sources of waste in 2023 were paper and cardboard, at 565,902 kg (31.92 t.CO2), organic waste, at
119,756 kg (41.89 t.C02) and bulky general waste, at 77,281 kg. (0.69 t.C02).

7 The two largest sources of waste were electronic equipment, at 1,244 kg (0.011 t.CO2) and absorbents (filters), at 465.5 kg
(0.004 t.C0O2).
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5. Commitment to sustainable finance
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The Group promotes sustainable financing and investment to drive forward the transition towards a more
sustainable model and a low-carbon economy, offering customers and investors the best possible solutions.
In 2021, the Bank committed to mobilise 65 billion euros in sustainable finance by 2025. As at December
2023, and following a review of the criteria relating to consideration as sustainable mobilisation, more than
38.6 billion euros®® have been mobilised, including over 15 billion euros in 2023.

To fulfil this commitment and in order to promote social and financial inclusion, contribute to environmental
preservation and climate change mitigation, the Bank is strengthening its outreach and advisory activities in
all business sectors, facilitating solutions to fund green transition-related investments. To that end, all of its
capabilities are being made available

l. Sustainable Finance Solutions
Financing solutions in the various business lines:

To adapt loan approval processes, portfolio management and reporting tasks in line with
international standards on sustainable financing (the Green Loan Principles and Sustainability-
Linked Loan Principles issued by the Loan Market Association and the Green Bond Principles and
Sustainability-Linked Bond Principles issued by the International Capital Market Association, ICMA),
in 2020 the following types of financing were defined, according to the intended use of the funds:

o Green and Social Loans (GSLs), in which the use of the funds is the main criteria
for determining the green, social or sustainable nature. In general, this type of
financing is preferable as it generates a positive direct impact on the environment
and/or society. This type of financing is closely related to Banco Sabadell’s
Eligibility Guide, whose main references are the EU Taxonomy and the best
practices in the market such as the Green Loan Principles, and to the green
bonds issued by the Bank in recent years under the SDG Bond Framework.

To promote GSL transactions, the Bank has approved discounts that allow it to offer better prices to
customers.

The rollout of the Next Generation EU Recovery Funds is expected to significantly boost this type of financing
(section “5.1.4 Next Generation” EU provides more details on the actions that the Bank is taking in relation
to the aforesaid funds).

o Sustainability-Linked Loans (SLLs), relating to the type of financing that
incentivises the achievement of sustainability targets, linking the transaction price
to the evolution of one or more KPIs. This category does not require the funds to
be used for any specific purpose. It is considered essential for the selected
indicators to be relevant and central for customers, as this enables their
sustainability strategy to gain more traction.

= Investment in renewable energies through Sinia Renovables subsidiary (further details
provided in section “5.2 Sinia Renovables”).

= Issuance of own sustainability bonds (more details in section “5.3 Issuance of
sustainability bonds”).

= Sustainable savings and responsible investment solutions (more details in section “5.4
Sustainable savings and responsible investment solutions”).

%8 The cumulative mobilisation up to 2022 under the new criteria amounted to more than 23.4 billion euros compared to 25
billion euros in the previous year.
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Il. Specialist advice

Specialised teams: trained and certified on sustainability, they have a cross-sectoral perspective on
sustainability to identify the most suitable solutions according to each customer’s needs; they are
distributed across the entire branch network.

Expertise hubs: cross-cutting units specialising in sustainability that support customers in the areas
of Structured Finance and Corporate & Investment Banking, in addition to helping them to find and
apply for subsidies for the Next Generation funds.

Specialist advice: a personalised support service is offered on an individual basis to corporate
customers, through regular visits to identify the progress made in implementing ESG criteria, to
delve into future challenges and to identify the most appropriate solutions through sustainable
finance according to each customer’s needs.

Ongoing advisory service: ongoing advisory programme with outreach and awareness-raising
initiatives, through the Bank’'s own channels, such as the Companies Hub and its series of
conferences (further details can be found on section “7.1. Commitment to education — Companies
Hub (Hub Empresa))”.

5.1 Commitment to sustainable financing solutions for the CIB business, Companies and
Individuals

5.1.1 Sustainable financing solutions for the Corporate & Investment Banking business

As at year-end 2023, the Bank has participated in 65 sustainable financing and investment transactions,
with a total value of 27 billion euros, in the area of Corporate & Investment Banking (CIB), which includes
corporate business and investment banking transactions. A significant part of this activity was carried out in
Spain, complemented by work carried out in other geographies in which the Institution operates.

No. of Transactions Total Volume Bank Participation
Corporate Banking 55 22,996 2,038
Investment Banking 10 4,219%° n.a.
Total CIB 65 27,215 2,038

The information shown in the table above is explained here below:

Corporate Banking

Corporate Banking closed 55 transactions, including the use of working capital and guarantee facilities, for
a total of 2,038 million euros. Of these, 19 transactions amounting to 571 million euros are considered
green and social loans (GSLs) because they are aligned with the Eligibility Guide. It is important to note that
of the 19 transactions considered GSLs, 10 transactions, amounting to 256 million euros, are linked to
photovoltaic energy and wind power generation projects, while the remaining 9 transactions for 315 million
euros are linked to activities in other sectors, such as real estate or transport. These transactions do not
take into account the Renewable Project Finance transactions, which are described individually in section
5.1.2. In addition, 5 transactions for 123 million euros associated with the Sustainable Financing
Framework are considered, which are potentially linked to energy efficiency and ESG certification in the real
estate sector. Lastly, 31 sustainability-linked loans (SLLs) were carried out, amounting to 1,344 million
euros.

In any event, the transactions are the subject of continuous monitoring, jointly with the customers involved
and with sustainability agencies, through the KPIs defined in the loan agreement in each case. This allows
the Bank to better understand the positive impacts of its lending and to identify potential new sustainable
financing needs that may arise for its customers.

The slowdown in the market, mainly due to the interest rate environment, generated a significant decline in
the arrangement of new loans and credit or refinancing facilities with ESG criteria in the Corporate Banking

%9 Includes 750 million euros of own green bond issuances.
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segment. Similarly, some companies have decided to revise their sustainability-related strategic objectives,
thus delaying their inclusion and, consequently, the linkage of these loans to these objectives.

In addition to the negative consequences generated by customers’ production processes, special attention
must be paid to the other sources of negative impact of their value chains, both upstream (suppliers) and
downstream (customers). The Bank has continued to support customers with short-term sustainable
financing solutions, which directly or indirectly involve their customers and suppliers. This entire category
represented more than 250 million euros.

In terms of guarantees, the focus was particularly placed on the issuance of guarantees directly or indirectly
related to a specific green purpose, most notably a number of guarantees issued in relation to the
connected electric vehicle ‘PERTE’ project (a strategic project for economic recovery and transformation).

Sustainable financing is prioritised as a way of supporting customers. To that end, custom proposals are
being developed according to the needs of customers, their sustainability strategy and factors specific to
their industries.

Investment Banking

In 2023, Banco Sabadell participated in the placement of green and sustainability bonds in the capital
markets, as Joint Lead Manager, in the following public issuances for customers:

Comunidad de Madrid: sustainability bond for 1 billion euros, with a 10-year maturity and 3.596%
coupon, issued in February.

Xunta de Galicia: a sustainability bond for 500 million euros, with a 6-year maturity and 3.711%
coupon, issued in February.

Comunidad de Castilla y Ledn: a sustainability bond for 500 million euros, with a 10-year maturity
and 3.500% coupon, issued in June.

Telefénica: a green hybrid bond for 750 million euros with perpetual maturity and 6.750% coupon,
issued in August.

Ferrovial: an inaugural issuance of an SLL for 500 million euros, with a 7-year maturity and 4.375%
coupon, issued in September.

The Bank also participated in four sustainable transactions, including mergers and acquisitions, IPOs and
alternative finance, for a total volume north of 200 million euros.

Furthermore, during 2023, it participated in the following Banco Sabadell green bond issue:

As Joint Lead Manager in Banco Sabadell’s green public issue of senior preferred debt for 750
million euros with 5.000% coupon, issued in May.

5.1.2 Project Finance

2023 was characterised by a considerable volume of transactions in the lberian peninsula as a result of
governments’ ambitious decarbonisation plans and the support given to the private sector amid energy
markets that were stabilising after reaching historic peaks. That said, the high prices seen in recent years
compared to the historical average have helped to mitigate the effect of rising interest rates when it comes
to developers’ business plans. Banco Sabadell has continued to offer finance for renewable projects, being
one of the main banks in Spain to demonstrate its commitment to the “Fit for 55” measures introduced by
the European Union and to Spain’s Integrated National Energy and Climate Plan.

After energy prices spiked in 2022 and inflation rose considerably, prices stabilised but remained above the
historical average. In 2022, the average daily price in Spain was €167.5/MWh, dropping to €87.1/MWh in
2023. This price drop also carried over to electricity price expectations and, at present, advisors estimate
that these could come down in the next two to three years.

Forecasts of high electricity prices over the next two or three years have helped to mitigate the effects of
higher interest rates in 2023, which is an important factor for this type of long-term project. It is also
important to mention that inflation did not have any significant impact on the cost/MW for investment in
photovoltaic plants, which maintained a similar level of costs to the two previous years. In wind farms,
however, there was an increase in investment costs.
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Banco Sabadell’s total finance granted for renewable energy projects came to €1,109m, 69.4% higher than
in the previous year. The high number of new transactions is due to the large volume of projects completed
in previous years, as multiple licences and permits were granted in 2022 and 2023, and also to the Bank’s
resources used to capitalise on its experience in this sector, allowing it to maximise its financing
opportunities. It is worth highlighting the considerable volume of projects that are still awaiting licences and
permits, which should come through over the next two years.

Over the year, 36 transactions were executed, mobilising 1,109 million euros. In terms of projects executed
in the geographies in which the Institution operates, in 2023 there was one in the United States (45 million
euros), one renewables project in Portugal (125 million euros) and 34 renewables projects in Spain (939
million euros).

Country # Transactions Amount %
Spain 34 939 85%
Portugal 1 125 11%
USA 1 45 4%
TOTAL 36 1,109 100%

Data in millions of euros.

With regard to the types of technology financed, the number of photovoltaic projects is particularly
noteworthy compared with other technologies; this is a trend that had already been observed the year
before. Photovoltaic plants represented 71% of total financing at 791 million euros. With regard to wind
energy plants, these represented 29% of total financing at 319 million euros.

Technology # Transactions Amount %
Wind 13 319 29%
Photovoltaic 23 791 1%
Thermosolar 0 0 —%
TOTAL 36 1,109 100%

Data in millions of euros.

Lastly, in relation to transactions in Spain and Portugal, Banco Sabadell has continued to be a leader in the
sector in terms of the execution of Project Finance transactions. It is worth noting that in 2023, all projects
executed were greenfield projects, providing additional capacity for the production of clean energy in the
Spanish energy system. Also of note in the year was the interest among developers to finance projects
whose revenues come from sales to the market without a Power Purchase Agreement (PPAGO) In terms of
their breakdown, financing was provided for three feed-in tariff projects (projects in which the government
guarantees payment for a certain period of time, 12% of the total amount financed on the Iberian
peninsula), twelve projects whose income structure includes PPAs (36% of the total), one construction loan
project (5% of total) and nineteen projects whose income is obtained exclusively through the wholesale
market (47% of the total).

Type # Transactions Amount %
FIT Peninsula 3 126 12%
Spanish Government PPA 0 0 —%
Merchant with PPA 12 379 36%
Merchant without PPA 19 504 47%
Construction loan 1 55 5%
TOTAL 35 1,064 100%

Data in millions of euros.
5.1.3 Sustainable financing solutions for retail customers and businesses

Sustainable financing is one of the main levers to facilitate energy transition, specifically, to mitigate global
warming by promoting an economic model that helps to protect the environment.

80 power Purchase Agreement (PPA)
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Where individual retail customers and SMEs are concerned, Banco Sabadell remains firm in its resolve to
support and accelerate the important economic and social transformations that contribute to sustainable
development and the fight against climate change.

The actions and solutions offered to customers are described below:

Support and financing solutions for individuals

Support for individuals

Banco Sabadell supports customers in the transition to a more sustainable economy, by offering a range of
solutions with products and services for home purchases and renovations, sustainable mobility or the
installation of renewable energies and wastewater treatments. In addition, the Bank offers investment
opportunities that contribute to sustainability.

In payment systems, Banco Sabadell continues working on its objective of reducing its environmental
impact, encouraging customers’ use of digital payments through virtual cards, which are included in all in
the main payment systems (X-Pay, Google Pay, Apple Pay, Samsung Pay, etc). In addition, for customers
who use physical cards, these are made with degradable recycled PVC, thereby minimising the generation of
plastic waste and offering customers the opportunity to be part of tackling this challenge.

Sabadell Consumer Finance, the consumer finance institution wholly owned by Banco Sabadell, has signed
prescriptive collaboration agreements with companies that are highly focused on providing sustainable
solutions for their customers. Mindful of the need for a more sustainable world, household savings and
subsidies, whether through the Next Generation funds or directly through taxes, have accelerated decision-
making on accomplishing sustainable improvements. Given the increased installation of photovoltaic panels
in 2022, which continued on an upward trend during 2023, other complementary products are expected to
take hold in 2024, such as aero thermal systems, thermal insulation, recharging points and batteries. In
this context, specialist companies are stocking up with equipment and expanding their product range to
meet this new consumer demand.

In financing, other initiatives in line with the Bank’s objective of achieving a more efficient and responsible
domestic economy are commercial actions to promote renovation projects that improve energy efficiency in
customers’ households, proactively offering access to financing with more advantageous conditions.

In terms of the Bank’s commercial relationship with the consumer finance segment, both environmental and
social approaches are considered when originating financial transactions. On one hand, and with regard to
the environmental factor, the ecological aspect of assets in which customers intend to invest is taken into
account. The Bank is primarily focused on ecological mortgages, considering homes with the highest energy
efficiency ratings as “green assets”. In addition, “green assets” are considered as those that are aligned
with the activities defined in the Institution’s Eligibility Guide and that are, simultaneously, the subject of
personal loans. The type of assets included in this category are, mainly, electric vehicles and photovoltaic
panels, among others.

On the other hand, a social housing condition is taken into account when assessing the social factor of
financed housing.

Furthermore, the ESG dimension is integrated throughout the entire commercial and risk assessment
process, evaluating transactions accordingly from the outset. This means that account managers proactively
offer sustainable financing options when they perceive that the customer has an opportunity to invest in
“green assets”, such as energy efficient housing or electric vehicles. There is also an option to apply a
positive price adjustment to transactions which ultimately concern “green assets”. In this way, there is a
greater incentive for the customer or account manager to better negotiate sustainable transactions.

Green financing solutions for individuals

In the case of products designed to finance the development of sustainable projects or initiatives, the
following solutions offered to customers by Banco Sabadell should be mentioned:

Green mortgages

Banco Sabadell currently offers a reduced price across its entire mortgage range to incentivise the
purchase, construction or renovation of homes with high-category energy certification, in accordance with the
national certification system and in line with the Institution’s Eligibility Guide.
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In 2023, the volume of mortgages with sustainable certification was more than 437 million euros.

Sabadell green renovation loans

The aim of the Sabadell green renovation loan is to encourage home renovations and/or purchases that
improve the sustainability and energy saving capacity of a primary or secondary residence. The Bank offers
financing, with attractive conditions, for improvements of openings (windows and doors), upgrades of
heating or cooling systems to make them more efficient, and purchases of energy efficient household
appliances, specifically, those rated A or higher.

‘Préstamo Coche ECQO’ (ECO car loan)

The Bank offers the ‘Préstamo Coche ECO’ (ECO car loan), aimed at retail customers, which enables the
purchase of ‘zero emissions’ or ‘ECO’ labelled vehicles with very attractive conditions, contributing to the
adoption of cleaner vehicles that are suited to the new low-emissions zones in Spain’s largest cities.

Social financing solutions for individuals

In the area of social financing, and due to the economic impact of higher interest rates, Banco Sabadell
continues to proactively offer solutions to customers with variable-rate mortgages who may be experiencing
difficulties, in addition to customers who meet the vulnerability criteria in accordance with the Code of Good
Practice (CGP), with the aim of helping these customers to meet their obligations, relieve their financial
burden and avoid default situations.

With regard to vulnerable customers, it should also be noted that:

Customers at risk of financial exclusion, who have refugee status (holders of red or white asylum
seeker’s card) or who have scant resources, may register free of charge for a Banco Sabadell Basic
Payment Account and access free services, such as: cash withdrawals, national transfers and
transfer to EU countries, direct debits, or the use of electronic banking, among other things. During
2023, 906 Basic Payment Accounts were opened, including 145 opened by vulnerable customers.
In terms of account holders, there were 946 Basic Payment Account holders, of which 153 belong
to the vulnerable customer group.

Specific benefits aimed at customers aged 65 or over, such as the issue and renewal of a
commission-free passbook and free transfers throughout Spain and the European Economic Area
carried out at a branch. Furthermore, if the customer is a pensioner and has income of less than
10,000 euros per year, they may access certain additional subsidies and benefits.

A customer service model that is sensitive to the needs of vulnerable customers (due to their age,
reduced mobility or other restrictive factors) and/or non-digital customers (with no access to remote
banking), with specific protocols in place for these groups, to address specific situations, such as
branch closures, changes to the usual services offered, or certain transactions that may be risky
for them, such as cash withdrawals at branches, offering them a differentiated service that is
adapted to their specific abilities and needs.

Application of the Code of Good Practice when granting financing which protects the interests of
customers by ensuring that they select the product that best suits their needs and financial
capacity, paying special attention to vulnerable customers (people who, due to their physical or
mental abilities, their personal needs or their economic, educational or social circumstances, find
themselves unable to work or unable to function on equal terms with other consumers due to being
in a helpless or vulnerable situation).

Lastly, the application of the Code of Good Practice to restructure mortgage loans for vulnerable
customers (RDL 6/2012 and RDL 19/2022), updated and made more flexible to address the
needs of low income mortgage customers. Customers with complex financial needs who do not
meet the CGP requirements are offered other solutions appropriate to their current situation.

Support and sustainable financing solutions for businesses

Support for businesses

In order to help businesses achieve a better understanding of sustainability, a series of webinars were
organised through the Bank’s Business Hub which, drawing on examples of good practice implemented by
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customers and experts, dealt with aspects related to the carbon footprint, renewable energies, energy
efficiency and the UN Sustainable Development Goals.

The annual visit to companies now includes a conversation about sustainability, providing customers with
the necessary background information and explaining the benefits of moving towards sustainability, and
proposing financing solutions for projects that enable greater energy efficiency and a reduction in their
carbon footprint.

Green loans

In 2023, more than 2.5 billion euros were mobilised to fund companies engaged in green operations or
projects, mainly through loans, leasing and rentals. These do not include Renewable Energies Project
Finance transactions, which are described individually in section 5.1.2.

With the aim of helping companies to execute their sustainable projects more efficiently, Banco Sabadell
has entered into a number of agreements with partners in a variety of sectors so as to offer turnkey
solutions:

Photovoltaic self-consumption: The Bank has partnerships in place with Iberdrola and EDP Solar to
provide a comprehensive offering that includes both photovoltaic systems and maintenance &
upgrade services, with the aim of ensuring that the installation is optimally suited to the customer’s
requirements.

Building renovations: The Bank has an agreement in place with Agentia R+ as renovation agent, in
which it leads the entire project, including the management of government subsidies.

With regard to financing for leasing and rental of capital goods, 510 transactions were arranged in 2023
amounting to 211.7 million euros in sustainable transactions for our customers related to projects,
installations and capital goods intended to minimise their carbon footprint and improve energy efficiency.
These included, in particular, 374 transactions for sustainable industrial and commercial vehicles
amounting to a total of 69.1 million euros. In addition, the Spanish Leasing and Renting Association (AELR
by its Spanish acronym) granted Banco Sabadell the sustainable transaction of the month award in
November, for a capital goods rental for a water treatment plant.

Sustainability-linked loans

Banco Sabadell has been offering sustainability-linked loans (ESG loans) to Corporate Banking customers
for some years, with great success.

As at the end of 2023, the Bank had also mobilised more than 1.6 billion euros in sustainability-linked
loans for businesses and SMEs to fund green purposes only, primarily focused on the reduction of their CO2
emissions.

Mobility solutions

Despite the difficulties experienced in the sector throughout 2022 and 2023, such as the semiconductor
crisis and shortages of raw materials, Sabadell Renting managed to improve its ECO vehicle offering, by
focusing its business activity on sustainable mobility.

By the end of 2023, the ECO vehicle offering (hybrid and electric vehicles with an “ECO” or “O emissions”
environmental label from the DGT) formed 68% of the total range compared with 43% in the previous year,
thereby exceeding the target set for 2023.

On the other hand, the percentage of new ECO vehicle contracts stood at 30% at the end of 2023, achieving
the target set for the year (30%), although the pace of ECO vehicle leasing in the year did not surpass the
figure at the end of 2022, which was 36%.

Sabadell Renting continues to increase the visibility of sustainable mobility solutions through direct
marketing campaigns aimed at customers of Banco Sabadell throughout the year, by increasing the
promotion of ECO vehicles and, above all, by placing a sharp focus on the electric offering with specific
campaigns for Banco Sabadell Group staff.

During 2023, there has been a continued emphasis on growing the digital offer for customers, both through
Banco Sabadell’s own channels and through external distribution and dissemination channels. This involves
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strengthening the remote sales circuit so that customers can arrange leasing services through a fully digital
process, without having to travel to do so.

With regard to the volume of used vehicle sales, the company is seeing a significant increase in sales of
used vehicles up to four years old. This sales volume also contributes to the renewal of the vehicle fleet
and, in parallel, to the improvement of urban environments with more efficient vehicles and much lower CO2
emissions.

A target has been set for 2024 to continue increasing our offer of ECO models, both in terms of supply and
contract volume, for our customers and for all staff of Banco Sabadell, with a view to actively contributing to
the transition towards sustainable mobility.

Social loans

In the area of social loans, it is worth highlighting those granted to micro-entities for the purpose of
promoting and maintaining employment.

During 2023, the criteria related to the mobilisation of funds for social purposes were changed, keeping the
focus on financing activities that promote employment and the development and progression of the
business and industrial fabric of each territory. With this change of criteria, funding for micro-enterprises in
2023, mainly through loans and credits, reached more than 3 billion euros, compared with 2.9 and 2.75
billion euros in 2021 and 2022, respectively.

5.1.4 Next Generation EU

Financial institutions have the responsibility to complement the funds made available by European
institutions in order to repair the damage caused by the pandemic as much as possible and progress
towards a more sustainable economy. It is also essential to provide the maximum possible capillarity to the
programme of European funds in order to ensure that it is rolled out to the entire business world, including
SMEs.

To that end, various specific products are made available to businesses in order to advance subsidies,
supplement them if they do not cover the entire investment, or to provide the authorities with any
guarantees they may require.

At Banco Sabadell, the aim is to support businesses on this journey and, to do so, several campaigns have
been launched to disseminate information about subsidies and to offer turnkey solutions that include a
value proposition from the main market partners in each of the key areas involved in subsidies and
financing or involved with the guarantee that may be needed to develop the related projects.

* Business digitisation: Following the opening of calls for applications for KIT Digital grants in March
2022, several further calls have taken place aimed at companies of different sizes. In July 2023,
the most recent call was launched, aimed at joint ownership undertakings, partnerships regulated
by the civil code and agricultural holdings, with between O and 50 employees.

With the aim of helping customers to take advantage of these support measures, an agreement
has been reached with Masmovil to provide digitalisation solutions for those businesses.

* Photovoltaic self-consumption: This involves a package of government aid amounting to 1,320
million euros, which is intended to promote self-consumption and energy storage, and renewable
power systems. This provides an opportunity for businesses to carry out investment projects aimed
at self-consumption, and they are able to benefit from the complementary financing offered by
Banco Sabadell.

In this respect, the agreements with key market players, such as lIberdrola and EDP Solar, allow us
to offer customers turnkey solutions, which are complemented by the financing that customers may
need.

Home renovations: The Next Generation EU funds offer grants for home or office renovations linked
to energy efficiency and renewable energy projects. The main beneficiaries of these grants are
homeowners’ associations. The amount of the grant will vary depending on the savings achieved by
the renovation.
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Participation in ‘PERTE’ projects®®:

PERTE projects are a new feature, conceived as a way of promoting and coordinating high-priority projects
that are strategic in nature due to their impact on economic growth, employment or the competitiveness of a
given sector. They are intended to serve as a connecting node between public and private initiatives by
providing a predictable legal framework with which to develop innovative and collaborative solutions.

The Addendum to the Spanish Recovery Plan, approved in October 2023, anticipates a significant increase
in funds allocated to investments in PERTE projects, with an amount totalling 41,287 million euros.
Significant progress has been made throughout 2023 with calls for tenders for various PERTE projects,
including those involving Electric Vehicles (second call), the Shipbuilding Industry, Water Cycle operators and
the Agri-food industry.

In July 2023, the Bank signed an agreement with PYMAR, a body representing small and medium-sized
shipyards, to offer guarantees under enhanced conditions to companies participating in the shipbuilding
PERTE. The Institution continues to hold talks with the companies that lead the main projects and with
participating SMEs, to offer them financing and the guarantees they may need to carry out their projects.

5.2 Sinia Renovables

As at 2023 year-end, Sinia Renovables, Banco Sabadell’s division for investment in renewable energies and
sustainability, has investments in operation, construction and development projects with an overall installed
capacity of 1368,2 MW, equivalent to the electricity consumption of about 979,742 households.Of this
capacity, the portion attributable to Sinia through its direct shareholding is 246.3 MW, equivalent to the
generation of 516.1 GWh of sustainable electricity every year. This power generation, assuming all projects
are in operation, would be equivalent to the average annual consumption of approximately 157,738
households.

Renewable electricity attributable to Sinia, based on the entirety of its portfolio in operation, in which it
holds a direct equity interest, is 262,7 GWh/year. a 67% increase in production compared to 2022. This
renewable energy prevents the emission of around 36,778 tonnes of CO2 equivalent per year, equivalent to
the average annual consumption of approximately 80,287 households®?.

In 2022, Sinia launched the Alternative Green Equity Solution, a hybrid financial product that provides a
solution for many small developers who currently have renewable energy projects at the ready-to-build stage
but are unable to build them, operate them, and eventually become Independent Power Producers (IPPs),
due to a lack of financial resources and unavailability of funding. In 2023, Sinia Renovables mobilised more
than 50.5 million euros, between invested capital and funding.

These figures position the Group as one of the financial sector’s top investors in renewable energy projects.
Furthermore, the main portfolio projects as at year-end are detailed below:

Sinia currently holds investments in wind energy projects in operation in Mexico equivalent to 216,9
MWinstalled capacity, in the Tamaulipas region:

With regard to assets in operation in the Spanish market, Sinia has maintained its investment in
wind farms in Navarre with a combined 93.6 MW capacity, a 10.7 MW wind farm in Tarragona, and
an additional 27.25 MW as a result of the capital injection to the group Soluciones y Desarrollos de
Ingenieria y Servicios (Sydis), as well as 6.60 MW of photovoltaic self-consumption facilities
scattered around various autonomous communities.

With regard to assets under development at 2023 year-end, Sinia has increased investments in
assets located throughout practically all of Spain, with total installed capacity of 824,23 MW by
55%, and in both photovoltaic and PV-battery hybrid projects and wind farms by an additional 55%.

In terms of construction, Sinia has investments in a total 106.6 MW distributed throughout
Catalonia, Aragon, Galicia, Valencia and Castilla La Mancha, among other regions.

61 Strategic Projects for Economic Recovery and Transformation (Proyectos Estratégicos para la Recuperaciéon y Transformacion
Econdmica or PERTE).

%2 The conversion factor for this calculation is based on data from the Spanish Office for National Statistics (Instituto Nacional de
Estadistica or INE).
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It continues to hold 25% of the first franchiser of engineering firms engaging in photovoltaic self-
consumption and electric vehicle charging points in Spain, called Doctor Energy, in order to help the
company accelerate its growth.

In 2023, Sinia consolidated other lines of action in environmental sustainability through the
completion of biomethane production projects from food sector waste, such as its investment of
7.75 million euros in Catalana de Biogas.

The capital injection to Soluciones y Desarrollos de Ingenieria y Servicios (Sydis) at the end of the
year has indirectly increased Sinia’s portfolio by almost 127MW distributed across 39 projects in
Spain.

5.3 Issuance of sustainability bonds

In July 2020, Banco Sabadell published the Framework for the issuance of bonds linked to Sustainable
Development Goals (SDGs), which serves as the reference document for the issuance of green, social and
sustainability bonds. The Framework applies the criteria proposed in the EU Taxonomy for the defined
categories of green eligible projects and meets the voluntary guidelines of the ICMA (International Capital
Market Association).

Green bonds are intended to finance eligible green project categories, focusing on projects with
environmental benefits, such as reduction of greenhouse gas emissions, pollution prevention and
climate change adaptation.

Social bonds are designed to finance eligible social project categories, focusing on the generation
of social benefits by providing access to essential services, facilitating social inclusion and
promoting the creation and maintenance of employment.

Sustainability bonds are aimed at providing finance for a combination of green and social projects
as described above.

All of the proceeds obtained by issuing these types of bonds are used to fully or partially finance or re-
finance new, existing or future loans or projects that meet the eligibility criteria established in the
Framework.

In May 2023, Banco Sabadell issued a green senior preferred bond for 750 million euros with a 5% coupon
and 6-year maturity and an early call option in the fifth year. Including the bond issued in 2023, Banco
Sabadell has accumulated 3,565 million euros in green issuances, of which 3,445 million euros remain
outstanding.

Based on the provisions of the Framework for the issuance of bonds linked to Sustainable Development
Goals (SDGs), a report has been prepared, for the green bonds issued in 2022, on the allocation of
proceeds to eligible projects and the impact generated by those projects. This report has been reviewed by
an independent expert. The report is available on the corporate website under the heading Green Bonds
Report 2023”, alongside the reports for previous years.

5.4 Sustainable savings and responsible investment solutions

In the area of investment, both pension fund manager BanSabadell Pensiones EGFP S.A. in 2012 and,
since 2016, Aurica Capital, a venture capital enterprise that invests in Spanish companies with plans to
expand in foreign markets, have adopted the United Nations Principles for Responsible Investment (PRI) in
the investment manager category. Pension funds individually subscribed to the PRIs by BanSabadell
Pensiones EGFP S.A. include BanSabadell Pentapension Empresa FP, the Banco Sabadell Employees’
Pension Fund MF2000, the Banco Sabadell Employees’ Pension Fund GM, BanSabadell 18 FP, and the
Pension Fund of Compania de Servicios de Bebidas Refrescantes, a soft drinks company in Spain.

In mutual funds, Banco Sabadell maintains its strategic partnership with Amundi, Europe’s leading asset
manager, committed to sustainable investment since its creation. Amundi has been a signatory of the
United Nations Principles for Responsible Investment (PRI) since 2006.
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As at the end of 2023, 22 Sabadell Asset Management mutual funds (7,721 million euros) promote
environmental or social characteristics, meaning that they are classified as Article 8 funds®® under the
European SFDR (Sustainable Finance Disclosure Regulation). When combined with the Amundi mutual funds
distributed by Banco Sabadell (3,648.4 million euros), it means that 11,369 million euros, or 85.4% of
Banco Sabadell customer assets invested in non-guaranteed Sabam/Amundi mutual funds, promote
envir%rlmental or social characteristics or have environmental or social objectives (Article 8 or Article 9 of
SFDR™).

The process of expanding the range of investment and savings products that comply with sustainability
criteria continued in 2023 with the addition of two new funds, bringing the total number of Sabam funds that
comply with Article 8 of SFDR to 22. Mutual funds will continue to be the focus of attention, as they are the
investment product most frequently chosen and acquired by customers. As at 2023 year-end, customer
assets in mutual funds meeting ESG criteria stood at 85.4%, remaining above the target set for 2025 of
80%, although slightly below the 2022 figure as a result of market developments and customers’ strong
preference for guaranteed or target yield products, which are mainly structured with government bonds of EU
Member States that have no sustainability rating. During the last quarter of 2023, the Institution launched
the first guaranteed variable yield fund that complies with Article 8 to offer customers a sustainable
alternative in line with the current interest rate environment.

The training on ESG investment aimed at all commercial team members that could provide advisory service
to customers remained in place.

The Banco Sabadell Policy on Integrating ESG Risks in Savings/Investment Products was updated in 2023
with the latest progress made in this regard, presenting initial evidence of its application, as defined in
2021. This policy is enshrined within Regulation (EU) 2019/2088 of the European Parliament and of the
Council of 27 November 2019 on sustainability-related disclosures in the financial services sector. The
process consists of four stages. The first stage corresponds to the analysis of evidence submitted by the
companies or partners to which the Institution has delegated tasks related to the management of products
of which the Institution is a Financial Market Participant, or to the selection of products that it offers in its
capacity as Financial Advisor. The second stage involves reviewing the offering defined for the different
segments, including sustainability risks within the decision-making variables, to be submitted to the Working
Group of the Advisory Offering. In a third stage the decisions taken by the Technical Product Committee are
ratified. Lastly, the fourth stage involves monitoring the information to be disclosed in accordance with
Regulation 2019/2088. In 2023, the work started during the previous year of incorporating customers’
preferences on sustainability into the discretionary portfolio management and advisory models continued,
which are being adapted in light of the new suitability guides published in March 2023. Lastly, the
Institution’s first Statement on principal adverse impacts was published in 2023. This report shows whether
investment decisions have had an impact on the environment, society and good corporate governance,
according to various regulatory indicators. This report is available (in Spanish) to both customers and non-
customers of the Bank.

With regard to BanSabadell Pensiones, in recent years various actions have been carried out to encourage
the development of socially responsible investment among its pension plans, and it was one of the first
institutions to offer an ethical and charitable pension plan which, in addition to investing according to
socially responsible criteria, also made a donation to fund selected projects. In 2018, BanSabadell
Pensiones, together with Banco Sabadell and Spanish trade union Comisiones Obreras (CCOO), signed an
agreement on a socially responsible investment (SRI) clause for inclusion in the statements of investment
policy principles of workplace pension funds. BanSabadell Pensiones currently manages nine pension funds
that explicitly incorporate a socially responsible investment (SRI) mandate in their investment policy, with
assets of 992.2 million euros as at year-end 2023.

In terms of the integration of sustainability risks in investment-related decisions at Sabadell Seguros, the
asset management process integrates quantitative and qualitative ESG criteria. To this end, ESG ratings
issued by specialised ESG rating agencies are used. These allow the risks and opportunities associated
with short- and long-term investments to be identified. Certain tools are also used in the process that detect
reputational alerts related to the companies and assets that form part of its investments. It is also worth
noting that exclusion policies are applied, which dictate that no investments should be made in

8 Article 8 of Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on
sustainability-related disclosures in the financial services sector (known as SFDR), which governs transparency of the promotion
of environmental or social characteristics in pre-contractual disclosures and transparency of sustainable investments in pre-
contractual disclosures, respectively.

54 Articles 8 and 9 of Regulation (EU) 2019/2088 of the European Parliament and of the Council.

69



controversial sectors (weapons, thermal coal, etc.). To analyse sustainability risk controls in investment
portfolios, the ESG Footprint Committee was created, which is responsible for supervising sustainability
risks and verifying the correct implementation of the sustainability risk policy by each investment manager.

Similarly, Sabadell Seguros has been a participant of the Q-Impact fund since July 2021, in order to
contribute to the global challenge of energy transition and create professional opportunities for vulnerable
groups.

Q-Impact invests in companies in growth and expansion stages that mitigate problems of both social
inclusion and ecological transition in Spain. In the social sphere, the fund primarily focuses on companies
which promote the employability of young people and reduce youth unemployment, work towards the
inclusion of those with different abilities and vulnerable groups, and which improve the lives of people with
different abilities and the elderly through adapted products and remote assistance services. With regard to
ecological transition, the fund focuses on catalysing investment in underserved markets, as well as on
organic agriculture, sustainable technology and related sectors: renewable generation on islands and
financing of self-consumption and energy efficiency.

As at September 2023, the Q-Impact fund had obtained the following results: In its financial valuation, it
had reached an Internal Rate of Return (IRR) of 18.9%. With regard to its social and environmental impact,
54% of the impact target had been reached, which means the impact of companies has increased since the
Bank’s entry in the fund.

In terms of protection insurance, the aim of companies is to promote the development of products and
services that create social value and foster environmental protection.

Similarly, the Bank wants to offer insurance products that help it honour its commitment and fulfil its
responsibility to the environment. To this end, a number of its products include services and benefits that
promote the fight against climate change.

Travel has become less frequent, consequently reducing greenhouse gas emissions, thanks to video
valuations in Vehicle Protection and Home Protection insurance and 24-hour video consultations in Health
Protection provided by Sanitas.

Home Insurance also takes into account the needs of customers concerned about climate change, offering
coverage for accidental breakages of the sheets of glass of any solar panels that they have installed and
which are fixed to the fabric of the building of their homes and for their exclusive use. Any charging points
for electric vehicles installed and fixed in their (owned) garage are also considered part of the fabric of the
building.

On the other hand, Motor Insurance offers special coverage for electric vehicles, such as roadside
assistance in the event of a breakdown, accident or low battery; coverage for the theft of the charging cable
or plug; as well as coverage for damage to third parties caused by faults when charging the vehicle (with the
Civil Liability coverage).

5.5 Green loans and lines of credit with multilateral development banks in Mexico

Green loans in Mexico

In 2023, Banco Sabadell granted green loans in Mexico amounting to approximately 112 million euros,
which were mainly put towards:

Renewable energy projects;

Production of renewable energy technology;

Construction projects using energy efficient materials;

Installation and maintenance of renewable energy technologies (photovoltaic panels) in the sector;
Construction and installation of infrastructure for the management of wastewater;

Recycling and construction of industrial buildings with sustainable certification.
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During 2023, 15 environmental and social evaluations were carried out of transactions that were identified
as having a potentially negative environmental and/or social impact. These transactions were selected to
evaluate their level of compliance with Mexican environmental legislation and with the International Finance
Corporation’s (IFC) Performance Standards on Environmental and Social Sustainability. As a result, an
Action Plan was developed to mitigate the identified environmental and social risks associated with the
activities of the companies concerned.

In addition, actions have begun this year to reduce financing to the following sectors that have a particularly
negative impact on the environment:

Mining.

Energy.

Agro-industry.

Infrastructure.

Defence.

The scope of the transactions in these sectors affected by these actions are Companies or Groups with
revenue >€40m or a transaction amount >€5m. Transactions falling within that scope are subject to
analysis of environmental, social and labour issues.

Lines of credit with multilateral development banks

Since 2019, Banco Sabadell Mexico has had access to a 10-year line of credit of 100 million US dollars
granted by the International Finance Corporation (IFC), a member of the World Bank Group, to promote the
development of sustainable tourism and construction in Mexico. These funds are granted to customers
seeking to promote the development of sustainable projects.

Banco Sabadell Mexico also has an 8-year credit facility in the amount of 50 million dollars with the German
Development Finance Institution (DEG by its German acronym).

As part of the agreements with the IFC and the DEG, Banco Sabadell Mexico prepares and submits to them
an Annual Report on Environmental and Social Performance (IADAS by its Spanish acronym), a
comprehensive written account of the implementation and operation of its Environmental and Social Risk
Management System (SARAS by its Spanish acronym), and the environmental and social performance of
customers to whom this system has been applied in the previous tax year.

This report includes the following relevant information:
a. A general description and, if applicable, an update on implementation of the SARAS system.
b. A report on financial transactions that were evaluated using the SARAS system.

c. The main environmental and social risks and/or impacts associated with the activities of
customers identified during an Environmental and Social Due Diligence review required by the
SARAS system.

d. Main actions agreed with the customers concerned and included in an Environmental and Social
Action Plan to avoid or mitigate environmental and social risks identified in the Environmental and
Social Due Diligence review.

Since July 2021, all infrastructure projects (new constructions and enlargements) and any hotel-related
transactions receiving financing of 5 million US dollars or more are evaluated by Banco Sabadell Mexico’s
SARAS system, which identifies the environmental and social impacts and risks associated with the
customers’ activities. At the end of these evaluations, an Action Plan is drawn up designed to help mitigate
the identified impacts and risks, which the customer undertakes to carry out.

During 2023, 18 transactions were evaluated using the SARAS system, encompassing the following
sectors:

a. Electricity, Gas and Water.h
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b. Agro-industry.

c. Hotels.

d. Construction.

e. Transport, delivery services and warehousing.

Of a total of 18 transactions, 17 were approved by the BSM Risk Committee and 1 was rejected as it did
not have the applicable environmental permits required under Mexican environmental regulations and
requested by Banco Sabadell.

The main positive actions agreed with the customers and included in the Environmental and Social Action
Plan stemming from the Environmental and Social Due Diligence review include the following:

a. Adoption and implementation of an Environmental Policy in their companies.

b. Implementation of an Environmental and Social Management System, which includes procedures
and programmes to help reduce environmental and occupational risks.

c. Attainment of the applicable environmental permits required under Mexican regulations.

d. Implementation of an Environmental Oversight Programme dealing with the most relevant
ecosystems.

e. Implementation of External Communication Mechanisms.
f. Provision of training in health & safety and the environment.

g. Rescue and conservation of mangrove swamps (coastal marine wetlands).
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6. Commitment to people

00D HEALTH GENDER. () -Iu REDUCED 13 CLIMATE
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Banco Sabadell has a committed and professional workforce that focuses on helping people and companies
make the best economic decisions. Banco Sabadell has policies and procedures in place aimed at acquiring
and developing talent, fostering the commitment of its workforce and encouraging diversity and inclusion.

The culture hinges on the watchword “Being Sabadell”, encapsulating a way of doing things and of being
that is unique to Banco Sabadell, and it forms the basis of our Talent Management model and our corporate
culture. It is summarised in three pillars: thinking, putting the customer and the Bank at the centre of what
we do; delivering, with commitment and efficiency; and engaging, with a positive and collaborative attitude.
The “Being Sabadell” formula is already being applied by our finest professionals. It is what makes us

genuine and what differentiates us from other banks.

6.1 Workforce information

As at the end of December 2023, Banco Sabadell Group’s workforce consists of 19,316 employees
distributed across the various regions in which it operates, practically all of whom have permanent contracts
(99.1%). The average age of the workforce is 44 years, with an average length of service in the organisation
of 16 years. This workforce is diverse in terms of both geographical distribution (32.2% are in international
locations) and gender (55.3% are women).

In 2023, the Group’s workforce grew by 2.2%, increasing from 18,895 employees to the current 19,316
employees. The Bank continues to engage in a process to adapt to the transformation of the environment
(customer digitalisation, new ways of working, disruptive technology, etc.) in order to build the best possible
future for the workforce, customers and other stakeholders.

Banco Sabadell Group employees: Breakdown by professional category, age, country and nationality

2023 2022
Professional category Men Women Total Men Women Total
Senior management 529 262 791 460 208 668
Middle management 2,091 1,632 3,723 1,944 1,381 3,325
Specialist staff 5,341 7,077 12,418 5,298 7,194 12,492
Administrative staff 680 1,704 2,384 683 1,727 2,410
Total 8,641 10,675 19,316 8,385 10,510 18,895

Group data as at 31/12/2023. ‘Senior management’ includes executive directors, senior management, general management,
corporate directors and top management. ‘Middle management’ includes directors not included in the ‘Senior management’
category. In Spain, roles classified as technical roles are included in the ‘Specialist staff’ category, in accordance with the
Collective Bargaining Agreement for the Banking Industry.

2023 2022
Age range Men Women Total Men Women Total
Under 31 1,154 1,195 2,349 1,080 1,209 2,289
Between 31 and 49 4,591 6,124 10,715 4,682 6,290 10,972
Over 49 2,896 3,356 6,252 2,623 3,011 5,634
Total 8,641 10,675 19,316 8,385 10,510 18,895

Group data as at 31/12/2023.
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2023 2022

Country Men Women Total Men Women Total
Spain 6,041 7,049 13,090 5,796 6,828 12,624
United Kingdom 2,176 3,281 5,457 2,168 3,343 5,511
Mexico 267 178 445 266 166 432
Other regions 157 167 324 155 173 328
Total 8,641 10,675 19,316 8,385 10,510 18,895

Group data as at 31/12/2023. Workforce in the United Kingdom includes employees at TSB and at Banco Sabadell’s London
branch.

Nationality 2023 2022
Spanish 66.8% 66.0%
British 26.1% 27.3%
Mexican 2.3% 2.2%
United States 1.1% 1.1%
Other nationalities 3.7% 3.3%
Total 100% 100%

Group data as at 31/12/2023.

Breakdown of staff departures from the Group due to dismissal

As at the end of December 2023, there were 147 staff departures in the year, 88% fewer than in 2022
when they numbered 1,228. This data includes staff departures related to the redundancy scheme carried
out by Banco Sabadell in the previous financial year and completed in June 2022:

2023 2022
Professional category Men Women Total Men Women Total
Senior management 8 3 11 33 8 41
Middle management 22 14 36 136 34 170
Specialist staff 43 35 78 357 621 978
Administrative staff 15 7 22 20 19 39
Total 88 59 147 546 682 1,228

Group data as at 31/12/2023. ‘Senior management’ includes executive directors, senior management, general management,
corporate directors and top management. ‘Middle management’ includes directors not included in the ‘Senior management’
category. In Spain, roles classified as technical roles are included in the ‘Specialist staff’ category, in accordance with the

Collective Bargaining Agreement for the Banking Industry.

2023 2022
Age range Men Women Total Men Women Total
Under 31 24 4 28 26 12 38
Between 31 and 49 36 26 62 176 457 633
Over 49 28 29 57 344 213 557
Total 88 59 147 546 682 1,228

Group data as at 31/12/2023.

Voluntary turnover

The voluntary turnover rate (VTR65) of the Group (ex-TSB)in 2023 was 1.8%. In Spain, voluntary turnover is
1.3%, having decreased by 0.4 percentage points. This was mainly due to the talent management effort that
has produced greater staff loyalty and engagement, but also to saturation of the employment market with
fewer opportunities to change jobs. The turnover rate fell by 5.5 percentage points at international level, due
to a lower volume of voluntary departures in Mexico and Miami.

%% Rate that measures those leaving the Group (ex-TSB) on a voluntary basis.
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2023 2022

Age range National International National International
Under 31 8.7% 13.0% 13.9% 21.8%
Between 31 and 49 1.1% 11.4% 1.3% 17.2%
Over 49 0.3% 2.0% 0.2% 4.2%
Total 1.3% 9.2% 1.7% 14.7%

Voluntary turnover rate = ((annual voluntary departures) / (average staff)) * 100. Group (ex-TSB) data as at 31/12/2023.
‘International’ includes Mexico, foreign branches and representative offices.

2023 2022
Gender National International National International
Men 1.8% 10.3% 2.4% 14.9%
Women 0.9% 7.8% 1.1% 14.4%
Total 1.3% 9.2% 1.7% 14.7%

Voluntary turnover rate = ((annual voluntary departures) / (average staff)) * 100.

Involuntary turnover

The involuntary turnover rate (ITR®®) of the Group (ex-TSB) was 1.6%. In Spain, the involuntary turnover rate
was 1.3%. At international level the rate increased by 2.3 percentage points, mainly due to staff departures
in Mexico.

2023 2022
Age range National International National International
Under 31 2.6% 6.0% 2.4% 3.8%
Between 31 and 49 0.8% 5.9% 0.5% 2.7%
Over 49 2.0% 6.4% 1.7% 6.3%
Total 1.3% 6.0% 1.0% 3.7%

Involuntary turnover rate = ((annual involuntary departures) / (average staff)) * 100. Group (ex-TSB) data as at 31/12/2023.
‘International’ includes Mexico, foreign branches and Representative Offices. Includes those leaving due to dismissal and other
involuntary reasons. Does not include those leaving due to restructuring processes.

2023 2022
Gender National International National International
Men 1.5% 6.7% 1.3% 4.1%
Women 1.2% 5.3% 0.8% 3.3%
Total 1.3% 6.0% 1.0% 3.7%

Involuntary turnover rate = ((annual involuntary departures) / (average staff)) * 100. Group (ex-TSB) data as at 31/12/2023.
‘International’ includes Mexico, foreign branches and Representative Offices. Includes those leaving due to dismissal and other

involuntary reasons. Does not include those leaving due to restructuring processes.

68 Rate that measures those leaving the Group (ex-TSB) on an involuntary basis.
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Types of contracts in the Group

Practically all Group employment contracts (99.1%) are permanent contracts, and only 168 are temporary.

Number of contracts, by type: 2023 2022
Type of contract and gender Men Women Total Men Women Total
Permanent 8,555 10,593 19,148 8,304 10,409 18,713
Temporary 86 82 168 81 101 182
Total 8,641 10,675 19,316 8,385 10,510 18,895
Group data as at 31/12/2023.
Number of contracts, by type: 2023 2022
Type of contract and
professional category Permanent  Temporary Total Permanent  Temporary Total
Senior management 788 3 791 666 668
Middle management 3,719 4 3,723 3,319 6 3,325
Specialist staff 12,276 142 12,418 12,405 87 12,492
Administrative staff 2,365 19 2,384 2,323 87 2,410
Total 19,148 168 19,316 18,713 182 18,895

Group data as at 31/12/2023. ‘Senior management’ includes executive directors, senior management, general management,
corporate directors and top management. ‘Middle management’ includes directors not included in the ‘Senior management’
category. In Spain, roles classified as technical roles are included in the ‘Specialist staff’ category, in accordance with the
Collective Bargaining Agreement for the Banking Industry.

Number of contracts, by type: 2023 2022
Type of contract and

Permanent  Temporary Total Permanent  Temporary Total
age range
Under 31 2,251 98 2,349 2,178 111 2,289
Between 31 and 49 10,657 58 10,715 10,911 61 10,972
Over 49 6,240 12 6,252 5,624 10 5,634
Total 19,148 168 19,316 18,713 182 18,895

Group data as at 31/12/2023.

6.2 Commitment to talent

Banco Sabadell Group aspires to provide its employees with an ideal place in which to develop their
careers. To make this possible, the Group has a solid talent management model, a framework of
professional opportunities within the Group (internal recruitment, promotions and training) and the ability to
attract the best external talent for profiles that cannot be find within the Group.

6.2.1 Talent management model

Banco Sabadell’s talent management model seeks to manage and develop talent and foster employee
loyalty, applying the principles of meritocracy, development of internal potential and diversity. It means
having the suitable mechanisms in place to identify people’s talent and potential, offering them career
progression opportunities at Banco Sabadell Group.

During 2023, the ‘Being Sabadell’ motto was created to enhance the definition of the company’s culture,
which is the result of merging the way we are and the way we do things at Banco Sabadell, this means

thinking, delivering and interacting in a specific way:

- Thinking by putting the customer and the Bank at the centre, working with professionalism and
being approachable. Knowing when to be non-conformist. Anticipating and developing better solutions.

- Delivering with commitment and efficiency. Keeping our word and bettering ourselves each day.
Focusing and speeding up deliveries.
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- Interacting with others with a positive and collaborative mindset, creating a constructive
environment. Working in unison to achieve the Group’s goals.

Talent management processes are underpinned by the ‘Being Sabadell’ motto, giving more coherence,
consistency and clarity to the way we are.

Sabadell Talent Appraisal: is the starting point for talent management, a key process to identify people’s
talent and potential, give individual feedback and make decisions on career progression during processes
such as internal recruitment, training or wages.

Aligning the talent appraisal process with ‘Being Sabadell’ is fundamental to being consistent in how the
Bank’s defines the way we aspire to be and how we identify, assess and develop these aspects. Therefore,
it was structured around three components (thinking, delivering and interacting), assessing contribution and
performance, skills and potential and getting to know the professional aspirations of each employee. The
process ends with an individual development plan for the entire workforce. This appraisal counts as 20% of
the individual targets of employees receiving variable remuneration.

Furthermore, significant improvements were made this year to the Talent Appraisal Model by combining the
two appraisal processes used thus far: the Annual Appraisal of Performance and Potential (AAPP) (for
employees not receiving variable remuneration) and the Individual Qualitative Appraisal (IQA) (for employees
receiving variable remuneration). As a result, the process workflow was improved to make them more
efficient and to include the information necessary to make decisions.

It is important to note that many actors take part in this appraisal, where managers give their opinion and
rationale for the appraisal and where feedback from functional or additional managers (for example, from
other managers of the employee during the year) is also included. Finally, the management’s perspective
supplements and validates the calibration.

The appraisal components are broken down according to the three main aspects of ‘Being Sabadell’:

- How does the employee think: do they always think while working at the Bank with expert
judgement, creativity and non-conformism?

- How does the employee deliver: do they deliver exceptional work with focus and a sense of
urgency? The quality of delivery and the need for regulatory compliance are taken into account.

- How does the employee interact with others: do they have a positive attitude that creates a
constructive environment and fosters collaboration?

The conversation between the manager and the employee is key to personal and career development
through feedback. The result is an individual development plan to action on what is necessary to improve,
develop and train. The main processes used to identify and unlock the potential talent of each employee are
the following:

- Management appraisal (180°): every year, employees give an appraisal of their managers. As a new
feature this year, this process has been aligned to the ‘Being Sabadell’ core ideas. It is visible to
the line manager and considered in their appraisal. The line manager is also given feedback about
the results obtained, while the people manager keeps track of them.

- Employee Appraisal Committees (EACs): these are held annually within the talent workflow and are
the main forum in which objective, meritocratic and collective decisions are made about the
employees in each general/territorial division. It is the place where the calibration of the Sabadell
Talent Appraisal is finalised to ensure meritocracy with an all-encompassing perspective. The
resulting talent maps are key components of internal talent management, which are based on
strategic needs and meritocracy. The Employee Appraisal Committees make decisions on
appointments, people and talent within senior management.

In Banco Sabadell, meritocracy is key to developing talent in a sustainable way in the long term. The talent
management model prioritises the promotion of employees who achieve the expected results whilst putting
the Bank’s values into practice on a daily basis. Promotions to roles with greater responsibility are validated
by internal bodies, with the support of the People Division. In the case of appointments to management
positions, following the Employee Appraisal Committees, proposals are submitted to the Managerial
Performance Evaluation Committee and the Appointments Committee.
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- Managerial Performance Evaluation Committee (MPEC): this Committee meets on an annual basis
with the Bank’s Management Committee in order to decide on changes to senior management
staff, approving proposals for promotions to, or demotions from, that group. Promotions to senior
management take place taking into account as fundamental criteria both the assessment of
positions and the assessment of talent, as well as the size of this group, which should be in
keeping with the structure and the established targets and commitments in relation to diversity.

- Key Function Holder Substitute Map: the ‘key roles’ identified to date are reviewed every year, as a
result of changes in the organisational structure, and the pool of substitutes is updated, ensuring
talent in key functions is managed proactively.

Other regions:

TSB continues to actively identify and develop the entity’s talent, by building strong and diverse talent
channels that guarantee long-term stability.

In 2023 the entity continued to implement the Leadership Expectations programme (launched during
2022), which describes the type of conduct that is expected of all employees discharging a leadership
position within the bank, in order to speed up the delivery of strategic plans. Leadership Expectations is
embedded in the core processes of the subsidiary’s Human Resources department, including 360°
feedback and the assessment of the recruitment of senior leaders, as well as a new training plan for all
aspiring senior managers through Hive Learning campaigns launched this year.

Hive Learning uses social learning digital campaigns lasting six or seven weeks, so that leaders within the
organisation learn and deepen their development skills in line with the entity’s strategic challenges
(simplification and efficiency, service excellence, customer focus, etc.). 65% of TSB leaders have enrolled in
at least one of the campaigns.

TSB continues to further the skills and specific expertise that managers of blended teams need, boosting
the wellbeing of the workforce, most notably the launch of the online seminars ‘People First, Performance
Follows’, electronic learning modules and a hub designed in association with psychologists to support the
change of habits.

In Mexico, the talent management processes described above for Spain also apply to the subsidiary, which
carries out an Annual Appraisal of Performance and Potential and where the meetings of the Employee
Appraisal Committee and the Managerial Performance Evaluation Committee take place every year, as does
the review of the Key Function Holder Substitute Map, to align it to the Group’s talent management model.

6.2.2 Attracting talent

The Bank’s talent recruitment model furnishes the Institution with the profiles necessary for its operation
and target achievement. One of the main aspects, as stated in the Bank’s selection criteria, is to encourage
the professional development of employees. To that end, it prioritises internal rather than external
recruitment, equal opportunities, process quality and is committed to the promotion of employees with
potential, offering opportunities for internal growth, thus creating a network of professional careers whose
path will be completed thanks to encouragement and employees’ initiative to grow and develop.

The recruitment criteria are based on the principles of transparency and confidentiality to ensure that
decisions are fair and equitable, as well as guarantee professional development, efficiency and quality.
These criteria apply to all areas of the Institution, in Spain and abroad.

With regard to the attraction of external talent, new employees were hired in Spain, with the following
profiles: financial/quantitative/regulatory analysts (26%), data specialists (23%), business specialists
(21%), technology and digital specialists (26%) and other profiles (4%).

Similarly, in relation to attracting talent, 734 vacancies have been filled internally. The mix of internal
vacancies is varied, with 10% of vacancies in the area of data, digital and technology, 49% in business
development and branch network, 27% in finance and compliance and the remaining 14% in cross-cutting
and multipurpose technical roles.
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New permanent hires in Banco Sabadell Group: Breakdown by professional category, age and gender:

2023 2022
Professional category National International National International
Senior management 6 0 2 0
Middle management 84 16 39 13
Specialist staff 615 111 423 89
Administrative staff 19 0 5 0
Total 724 127 469 102

Group (ex-TSB) data as at 31/12/2023. ‘International’ includes Mexico, foreign branches and representative offices. ‘Senior
management’ includes executive directors, senior management, general management, corporate directors and top management.
‘Middle management’ includes directors not included in the ‘Senior management’ category. In Spain, roles classified as
technical roles are included in the ‘Specialist staff’ category, in accordance with the Collective Bargaining Agreement for the

Banking Industry.

2023 2022
Age range National International National International
Under 31 376 42 305 47
Between 31 and 49 308 73 159 50
Over 49 40 12 5 5
Total 724 127 469 102

Group (ex-TSB) data as at 31/12/2023. ‘International’ includes Mexico, foreign branches and representative offices. ‘Senior
management’ includes executive directors, senior management, general management, corporate directors and top management.
‘Middle management’ includes directors not included in the ‘Senior management’ category. In Spain, roles classified as
technical roles are included in the ‘Specialist staff’ category, in accordance with the Collective Bargaining Agreement for the

Banking Industry.

2023 2022
Gender National International National International
Men 403 73 261 60
Women 321 54 208 42
Total 724 127 469 102

Group (ex-TSB) data as at 31/12/2023. ‘International’ includes Mexico, foreign branches and representative offices. ‘Senior
management’ includes executive directors, senior management, general management, corporate directors and top management.
‘Middle management’ includes directors not included in the ‘Senior management’ category. In Spain, roles classified as
technical roles are included in the ‘Specialist staff’ category, in accordance with the Collective Bargaining Agreement for the

Banking Industry.

Talent incubators

Young talent programmes are a key way of incorporating the skills and knowledge necessary to achieve
business goals and to ensure the sustainability of the Institution.

Three scholarship programmes have been launched in 2023: the Internship Programme at corporate
centres, the Branch Network Internship Programme and the CIB Internship Programme, taken up by 50, 90
and 5 students, respectively. These programmes aim to give students their first experience in the banking
business by providing practical knowledge in a real working environment.

The Group carried out the second edition of the Banking Sales Graduate Programme (‘Plan Cantera’), with
115 students joining the Bank in April to become business specialists. The aim is to offer preliminary
training with basic content for commercial roles (business managers) and to provide essential training for
regulatory certifications. Furthermore, the training programme for commercial skills for the correct marketing

of financial products started successfully.

All the programmes have specific proposals and pathways for training and development, and they also aim
to create networking opportunities to generate a sense of belonging and community within the Institution.
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These talent programmes contribute to increasing gender diversity and they strengthen the Institution’s
commitment to young employees as they develop their talent and professional careers. They also help to
convey an image of a pioneering bank with a clear course of action going forward.

Other regions:

In 2023, the Group’s UK subsidiary, TSB, continued its processes to actively identify and develop talent,
building a strong and diverse pool of human resources.

— TSB has focused particularly on reskilling its workforce, where at least 10% of employees have
changed roles internally in 2023.

— 296 employees joined TSB’s mentorship programmes in 2023, as both mentors and mentees, to
further their professional careers at the subsidiary. TSB was preselected for the Scottish Financial
Services Awards in the Skills and Inclusion category in recognition to its investment in talent
upskilling and reskilling.

In 2023, TSB held a networking event mainly focusing on black leaders in the technology field, with the main
goal of strengthening diversity and the organisation’s talent pools.

6.2.3 Leadership programmes

Managers are the backbone of the Group’s development and they play a fundamental role. They guide
people, generating environments of collaboration and agility, developing the business with the customer in
mind. The Bank is evolving its culture and ways of working to be more agile and exciting and for this to
happen it leans on managers as a lever of change.

Corporate Management Programme (CMP): this programme is mainly aimed at people promoted to the role
of director or unit head with direct reports and who have held that role for 1.5 years or less, and contributes
to managers’ training on skills, collaboration and values. The programme focuses on the culture of the Bank
and on a development pathway for the manager in question, based on a meritocratic model that places the
best people as leaders and drivers of change and innovation. It is a blended programme that combines on-
site and online content and which lasts 15 weeks in total, with an estimated 60 hours dedicated to in-
person sessions, online courses and hours assigned to the project. This year 172 managers took part in
the programme (47.1% of whom were women).

The approach of the project has been changed to align it with the Eres Manager project, improving the
networking sessions with the People Division. The key ideas to be conveyed during the programme relate to
both a cross-sectoral approach and to the nature of their experiences. At the same time, it creates greater
self-awareness, the development of skills and abilities to manage people.

Career Acceleration Programme (CAP): its goal is to prepare the leaders who will tackle the challenges of the
future. In 2023, the second edition of the CAP started in 2022 was held, with a total of 103 participants
(56% of whom were women), all upcoming senior managers of the Bank, which lasted 18 months.

The programme was designed with the aim of accelerating the career development of upcoming senior
managers considered to have great potential and who represent the values and attitudes that the Bank
seeks to promote, making it easier to attain the necessary diversity that it is seeking to achieve among
senior managers.

Participants focused on five different areas: self-awareness (360° questionnaire), training (by completing
four leadership development modules with the partner ESADE), Banco Sabadell’s perspective, mentorship
and new challenges.

Management Development Programme (MDP): programmes for senior managers continued in 2023,
including the Senior Manager Development Programme (SMDP), for those who attain the role of Top
Manager, in order to support them as they transition to their new role and to prepare them for the changing
business environment, focusing particularly on the specific challenges of their new position.

The programme follows a ‘learning by doing’ approach and aims to build networks within senior
management, offering networking opportunities and visibility. Participants are required to take on more
leadership than their current role requires them to, conveying the vision and values of the Institution. To that
end, the key challenges of the programme focus on how participants approach managing their team as a
leader of managers and as the main person responsible for the environment within the team and their
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commitment to their work, on the creation of spaces of trust within their area of responsibility, offering
teams feedback and working on team development and, lastly, they focus on contextualising decision-
making from the broadest possible perspective, understanding and establishing relationships with other
corporate areas.

It includes a 360° appraisal process and various group coaching sessions, with groups of 5/6 people, to
complement the training sessions. The 360° processes are carried out based on the skills previously
identified by Banco Sabadell as being necessary for the performance of the managerial role. Depending on
the specific skills in question, a self-assessment takes place, along with evaluations by managers, peers
and other assessors. All of these evaluations culminate in an individual report, shared with each participant,
so that they may put together their individual development plan based on the skills that need to be
developed. The partner working on the 360° tool is Korn Ferry International, a leading global partner for
management solutions, while the provider of the overall programme is CCL (Center for Creative Leadership),
a standard-bearer for leadership on an international scale.

Similarly, programme participants take part in the ISI (Influence Style Indicator), so that they are aware of
their preferred leadership styles. It is a tool for self-awareness that enables them to become better leaders.
In 2023, a new edition of the programme took place in 100% on-site format, in which 101 senior managers
(33% of whom were women) took part and rated the programme 4.8 out of 5.

Executive Leadership Programme (ELP): the programme was carried out from September to November, with
the participation of 62 corporate directors (43% of whom were women). It took place at the IESE facilities in
Madrid and Barcelona, where they focused on aspects related to the strategy, digital transformation, and
leadership and management, ending their experience with an executive challenge for each participant.

Corporate Mentoring Programme: during 2023 it was implemented in various divisions of the Bank (CIB,
Retail, Business and Branch Network and the SWING group) for upcoming female senior managers with the
aim of boosting their careers. This programme runs for 10 months and has the European Coaching School
as partner. In total, 58 upcoming female senior managers participated in this edition as mentees and many
other senior managers as mentors.

| am Remarkable: 52 two-hour workshops for upcoming female senior managers from all divisions of the
Bank (around 1,050 women) were run in 2023 to reflect on the social perception of self-promotion, glass
ceilings and to promote the careers of women in pre-senior management roles. This initiative has the
support of 26 internal facilitators that voluntarily and after receiving training ran the programme.

Eres Manager: this programme is a growth and development programme designed to recognise managers,
supporting them as they enhance their capabilities, gearing these towards promoting a more agile, exciting
and connected bank, and also to ensure that managers are aligned with the corporate purpose of the
Institution and embody its values. It is a cross-cutting programme that encompasses all the divisions within
the Bank, from unit heads to general managers. The focus is on the role of manager and on how to reach
systemic agreements to ensure that all divisions and managers are committed to seeing them through. In
2023, 43% of employees trained for managerial roles were women.

Other regions:

In 2023, TSB made progress on a proposal based on the development of core skills:

TSB Manager: training for team managers focusing on the fundamentals of management and a
greater emphasis on decision-making, as well as on reducing unconscious biases and managing
the mental wellbeing of teams. More than 50% of TSB managers have completed this programme
in online format.

Talking Performance online training: focused on performance management and furnished with tools
and information to develop a growth mindset with the ultimate goal of enabling TSB employees to
master performance conversations and catapult their teams to perform at their best.

Senior Leader as Coach programme: it is a four-month programme that aims to build on coaching
skills through a blended programme, in collaboration with the International Coaching Federation.
More than half of the managers that completed the programme have increased their confidence
levels by 35% and commitment to performance by +10 percentage points on average. This
programme has been identified as the most significant programme for developing the skills of
tomorrow’s leaders and will be at the heart of skill development in the coming years.
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Banco Sabadell Mexico aims to boost leadership, seeking to align its culture and the skills of leaders. To
that end, the following programmes were implemented:

— Leaders Forum, launched in 2022 and ran annually. It is a space that has been created to improve
the relationship between the management team and their teams, seeking to enhance team
integration and transparent communication.

— Management Development Programme with IPADE, the leading business school in Latin America,
which with its In-Company Business Management programme has designed a tailor-made executive
training programme for the entity, that aims to, in addition to aligning the culture and skills of its
leaders at a global level, enhance and accelerate the development of key leaders in the bank and
strengthen their skills for proper decision making, addressing five main thematic areas: business
model transformation, profitability, processes, risk management and people in transformation
process.

— Training for new leaders, aimed at new leaders and employees who changed roles with direct
reports, with the aim of providing them with key information about their role and, consequently,
becoming proficient in the entity’s internal operating processes.

6.3 Training

Banco Sabadell Group training model is built on the following pillars:

Offer training aligned with the business and needs, both the regulatory needs in the market and the
needs of staff members of Banco Sabadell Group.

Improve the development of employees, as drivers of change and transformation.

Streamline the Institution’s training budget so that more employees can receive training and to
achieve greater transformation.

Be a standard-bearer within the financial sector in terms of innovation in staff training.
Be leaders in terms of adjusting training schemes to the digital transformation of business lines.
Key Group training-related data in 2023:

In 2023, the Group has continued to support the business in the challenges and targets that it has set
itself, offering new specific training resources for strategic projects that are a matter of priority for Banco
Sabadell Group, focusing on aspects such as specialisation programmes for commercial roles, financial
current affairs and sustainability. During 2023, the Bank continued to provide the entire training catalogue
for different business specialists.

Some of these training activities include:
— Commercial skills programme, aimed at branch insurance managers.

— Training courses on transport, international logistics, customs processing and international
taxation.

— Training plan for new business managers as part of the Plan Cantera 2023.

It is worth mentioning the high-level training programmes that are carried out with renowned institutions,
such as:

— Higher Business Specialisation Programme (Programa Superior de Especializacion en Empresas),
aimed at enterprise managers, delivered by BESPOKE Business School and certified by Universidad
San Pablo CEU.

— Advanced International Business Programme (Programa Experto en Negocios Internacionales),
aimed at international business managers, delivered by ESIC Business School.

— Advanced Wealth Banking Consultancy Programme (Programa de Asesoramiento Experto en Banca
Patrimonios), aimed at wealth banking directors and delivered by ESADE Business School.
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On the other hand, regulatory training in Spain has continued to be very intensive. Indeed, 70% of the total

training hours related to regulatory training.

Some of the new courses developed this year include:

— Sustainability preferences. Aimed at professionals advising on investment products.

— Financial inclusion and vulnerability. Aimed at all Banco Sabadell Spain employees.

— AML/CTF (Anti-Money Laundering and Countering the Financing of Terrorism): Prior abstention from

executing transactions.

In addition to this mandatory training, annual ongoing training courses are also taught in relation to the
three certifications required to sell banking products, i.e. MiFID, IDD and LCCI, which are mandatory for
most employees of the Bank’s branch network. The time dedicated to accumulating training hours required
for certification renewal represented more than 84% of the total regulatory training.

96.7% of employees received training in 2023, with 862,752 total hours of training completed at the Group
level (equivalent to an average of 46 hours per employee). In Spain, 30% of the training received was

voluntary and 74% took place online.

Training received 2023 2022
Employees who received training (%) 96.7% 97.8%
Active employees as at 31/12/2023. Training data refers to the entire Group.
Average training expense 2023 2022
Average training expense per employee €547.00 €496.00
Active employees as at 31/12/2023. Training data refers to the entire Group.
Total hours of training and average of each 2023 2022
professional category Hm,"? of Average hours Ho‘."? of Average hours
training training
Senior management 40,395 52.7 23,752 36.7
Middle management 210,029 57.7 137,963 42.3
Specialist staff 541,051 44.8 431,629 35.5
Administrative staff 71,282 30.2 41,255 17.2
Total 862,752 45.8 634,599 34.3

Active employees as at 31/12/2023. Training data refers to the entire Group. ‘Senior management’ includes executive
directors, senior management, general management, corporate directors and top management. ‘Middle management’ includes
directors not included in the ‘Senior management’ category. In Spain, roles classified as technical roles are included in the
‘Specialist staff’ category, in accordance with the Collective Bargaining Agreement for the Banking Industry.

Total hours of training and average of each age 2023 2022

range Ho"."? of Average hours Hm."? of Average hours
trammg training

Under 31 131,693 57.5 83,968 37.3

Between 31 and 49 473,755 45.1 382,359 35.5

Over 49 257,304 42.4 168,272 30.8

Total 862,752 45.8 634,599 34.3

Active employees as at 31/12/2023. Training data refers to the entire Group.
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Total hours of training and average for each 2023 2022

gender Hours of Average hours Hours of

Average hours

training training
Men 401,088 47.5 292,632 35.6
Women 461,664 44.3 341,968 33.3
Total 862,752 45.8 634,599 34.3

Active employees as at 31/12/2023. Training data refers to the entire Group.

The increase in hours of training compared to 2022 has been significant due to the training programmes
detailed below: Higher Business Specialisation Programme (30 hours), over 450 enterprise managers have
taken part in the programme; Advanced Consultancy Programme for Businesses and the Self-Employed (30
hours), over 500 people have been trained as business managers; Advanced Wealth Banking Consultancy
Programme (30 hours), aimed at wealth banking directors with 100 people trained; and finally, the ‘Boosting
the productivity of insurance specialists’ programme (14 hours), through which 200 people were trained as
insurance managers.

Sabadell Campus: the Bank’s training platform used in Spain. The schools, as the spaces designed to
enable training and development in relation to a particular topic, are the mainstay of the Campus. They
provide the Bank's employees with access to certification pathways, participatory forums, self-guided
training content and content to use as reference.

In 2023, the most noteworthy training projects delivered by Sabadell Campus are: training of specialist
skills at the Commercial School; development of the online space for continuous education; launch of the
‘specialist in default prevention’ room; creation of the DISC methodology area in the Management School;
updates to the training catalogues (Management School and Digital School); initiatives in the Regulatory
School; creation of a new private Pro-T (professional trainer) group; and updates to the Equality and Diversity
section.

The area of sustainability continues to have its own place on Campus, with self-guided training content.
Introductory content is still featured on the platform, such as the Introduction to Sustainability course, the
Sustainable Borrowing course and the Sustainable Finance Certification. The new courses in this area focus
on sustainability preferences, environmental management, energy crisis and other continuing education
courses in the area of sustainability.

Other regions:

At TSB, training continued to focus on improving relationship with customers. In 2023, 84% of TSB
employees completed some form of training, including training on consumer duty and cost-ofliving to
support them during their financial conversations with customers.

The ‘TSB Future Skills’ strategy was developed, backed by the Financial Services Skills Commission
Framework, focused on the analysis of the skills to develop in the future. The first phase of two training
programmes to tackle these skills were carried out in 2023:

—  Key digital skills for all employees in 2023. 70% of TSB has completed at least one module, and a
third of employees has completed the programme accredited by the Chartered Institute for IT.

— 107 employees participated in digital and technology data training programmes.
—  SAS training bootcamp that ended with 8 employees receiving official certification.
— ‘Immersive Labs’ to develop the skills of the cyber team.

Mexico has an annual training plan that includes all of the regulatory courses required by the regulator,
which apply to all employees and in some cases include specialist courses for selected employees on the
management and administration of the different systems; the main goal is to achieve compliance and
alignment in all of the Bank’s internal processes.

This plan’s training sessions were the same as those of 2022. During the first quarter of 2023, the first
Products & Services learning forum was held, a programme concerning the development, operation, use and
marketing of available products and services, designed to increase the level of specialisation and to

84



enhance holistic knowledge on the different processes, as well as to engage teams and brainstorm ideas
that contribute to process upgrading and improvement.

It also includes training on the topic of sustainability which, together with the Environmental and Social
Risks unit, teach courses on the Environmental and Social Risk Management System (Sistema de
Administracion de Riesgos Ambientales y Sociales, or SARAS) in order to strengthen technical aspects and
identify opportunities for improvement in processes, as well as to clarify doubts of the participants.

The learning management platform will be launched in 2024, a platform that will enable the design of tailor-
made training programmes, using technological resources to facilitate content, and which adds value for
career development and motivates employees to be more proactive in their supplementary and regulatory
training.

6.4 Diversity

The Group views diversity as a valuable source of corporate wealth and promotes actions to cultivate it. To
that end, Banco Sabadell is committed to fostering workplace environments in which people are treated with
respect and dignity, seeking to further the professional development of its workforce and ensuring equal
opportunities in its candidate selection, staff training and promotion processes, offering a workplace
environment that is free from any form of discrimination based on gender, age, sexual orientation, religion,
ethnicity or any other personal or social circumstance.

As part of its commitment to diversity, Banco Sabadell has had an Equality Plan in place since 2010, which
was updated in 2016 and renewed in 2022, adapting it to new legislation and with the agreement of 100%
of workers’ legal representatives.

This plan aims to:

Integrate the principle of equality between women and men in the workplace; prevent, rectify and
penalise behaviours that are discriminatory on gender grounds; reduce the gender gap both in
functional aspects and in terms of remuneration.

Disseminate a business culture based on equal treatment and opportunities, prioritising the
underrepresented sex in candidate selection processes and fostering internal promotion to fill
vacancies.

Facilitate shared responsibility and a balance between employees’ personal life, family and work.
Ensure a balanced presence of women and men in all professional areas and levels.

Prevent and penalise sexual harassment, harassment on grounds of sex and workplace
discrimination and/or harassment.

The main goal of the Equality Plan is to integrate the principle of equality between women and men in the
workplace and, to that end, it envisages a series of actions, such as:

Creating the role of Workplace Equality Officer who works alongside the work-life balance consultant
to promote the correct implementation of the Equality Plan.

Ensuring compliance with the principle of equality, both internally and externally.
Identifying female talent among upcoming senior managers within more male-dominated areas.
Improving the representation of female senior managers and managers.

Banco Sabadell maintains since 2020 the diversity indicator in the sustainability goal that is part of the
Group’s corporate objectives (in the short and long term), as a testament to its firm commitment to
inclusion.

Furthermore, in addition to signing the Equality Plan, a protocol was drawn up for the prevention of sexual
harassment, harassment on grounds of sex and workplace harassment, the purpose of which is to
articulate the necessary measures to prevent and combat any type of harassment at the workplace,
establishing a confidential, quick and accessible channel for handling complaints or reports within the
company.
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This protocol addresses the need to preclude, raise awareness of and, where appropriate, robustly tackle
these forms of violence and discrimination in the workplace. The protocol also serves as an essential tool to
raise awareness among staff and ensure a confidential and rapid internal channel to resolve, eradicate or
address any incident of sexual harassment or gender-based bullying that may occur in the company.

The protocol also provides for the creation of the Harassment Prevention Committee with equal
representation, tasked with ensuring compliance with, and the full effectiveness, of the protocol, with
investigating, immediately and thoroughly, any report, communication or complaint regarding behaviour that
could be considered sexual harassment, harassment on grounds of sex or workplace harassment, acting in
due confidence and proposing the necessary precautionary and corrective measures.

During 2023, the Harassment Prevention Committee processed a total of six reports on these issues, which
were resolved during the year.

6.4.1 Gender

The Bank’s workforce is diverse in terms of gender, with women making up 55.3% of its total staff. In the
senior management group, women represent 33.1%, increasing by 2 percentage points in 2023 and thus
continuing with the steady trend of improvement of recent years. Nevertheless, the commitment to continue
increasing diversity at the management levels remains in place. It is therefore vital to drive forward the
diversity agenda in middle management roles, over 43.8% of which were held by women in 2023,
representing an improvement of 2.3 percentage points compared to 2022.

In Spain, the proportion of women in management positions has increased from 30.3% to 32.2% (+2
percentage points) in the case of senior managers and from 41.6% to 44.4% (+2.8 percentage points) in
the case of middle managers, in line with the trend observed in previous years. The percentage of
promotions given to women remains the same (59.0% in 2023 compared to 60.0% in 2022), which
demonstrates the commitment to improving diversity and the results obtained with the measures put in
place.

Breakdown of Group employees

By gender 2023 2022
Men 8,641 8,385
Women 10,675 10,510
Total 19,316 18,895
Percentage of women, by professional category 2023 2022
Senior management 33.1% 31.1%
Middle management 43.8% 41.5%
Specialist staff 57.0% 57.6%
Administrative staff 71.5% 71.7%
X\(/ac;rrnen promoted out of total number of promotions during the 59.0% 60.0%

Group data as at 31/12/2023, with the exception of promotion figures, which relate to Spain only.

In 2023, Banco Sabadell has remained committed to the internal and external communication and
dissemination of all the measures taken by the Bank in terms of diversity.

The Sabadell Women Inspiration Group (SWING), an initiative promoted by female senior managers
at the Bank, has continued to take action throughout 2023, with monthly meetings. The aim is to
empower women at Banco Sabadell and raise awareness of the value of diversity and its benefits.
The female senior managers that make up this group are standard-bearers for female talent and
leaders in Banco Sabadell.

In addition, the wider network called SWING&Co, which is open to anyone interested in diversity
issues, continues to take action.

86



During the Equality and Diversity Week:

An event open to all employees was held at the auditorium of the corporate centre in Sant Cugat
del Vallés, which was live streamed, led by Vanessa Lépez, Director at Fundacién Quiero Trabajo,
and entitled ‘Self-esteem: how to recover your true value’. This main event was accompanied by a
round table with three employees of the Bank who talked about their experience and internal
development journey that led to their current managerial roles.

A communication was sent to all staff to commemorate the International Women’s Day and 8M
commemorative vinyls and a roll-up were installed at some corporate centres.

To mark the World Day for Cultural Diversity, the Bank sought to showcase the diversity that exists in its
workforce from a different angle: the diversity of cultures, origins and nationalities that make up the team,
the diversity of languages in which staff interact, and the diversity of customers whom it serves in different
countries.

In addition, in the Corporate & Investment Banking, Retail and Business Banking and Network units,
diversity programmes were launched in February and July, respectively, in which 42 women participated.
Their aim is to promote the professional development of high-potential women and create a pool of female
talent ready to take on senior management roles.

At an external level, Banco Sabadell is part of the group behind the project ‘Women in Banking' (WIB), an
initiative to share best practices among banks in Spain and promote a network of women within the banking
industry. The aim of ‘Women in Banking’ is to lead and bring about a meaningful change in the way women
are valued in decision-making roles within the Spanish banking industry. The aim of WIB is to become a
standard-bearer in the financial sector for diversity and the inclusion of women, giving visibility to female
talent and inspiring new generations through exemplary models. The initiative has the support of eight
financial institutions present in Spain and of the Spanish Banking Association (Asociacion Espanola de
Banca, or AEB).

Banco Sabadell also takes an active role in external events such as ‘Empowering Women’s Talent’,
organised by Equipos&Talento, which is a specialist publication on Human Resources and which was also
awarded a seal in recognition of the Bank’s commitment to gender equality. In September, it took part in
Women’s Talent Day, also organised by Equipos&Talento, where Esther Nin, International Advice Director,
showcased the SWING initiative.

This commitment has long been held by Banco Sabadell, which received the Spanish Government’s Equality
in the Workplace (Igualdad en la Empresa) seal of distinction in 2018 and again in 2022. Furthermore,
Banco Sabadell’s Chief Executive Officer, César Gonzalez-Bueno, signed the ‘CEO por la diversidad’ (‘CEOs
supporting diversity’) initiative launched by the Adecco Foundation and the Spanish Confederation of
Employers’ Organisations (Confederacion Espanola de Organizaciones Empresariales, or CEOE).

Diversity in the Board of Directors

Banco Sabadell has general policies concerning diversity in terms of age, gender, disability, geographical
provenance and professional training and experience.

The Banco Sabadell Director Selection Policy of 25 February 2016 (amended on 29 September 2022 and
reviewed with no amendments on 28 September 2023) establishes the principles and criteria that should
be taken into account in selection processes and also, therefore, in the initial fit and proper assessment
and ongoing assessments of the members of the Board of Directors, as well as in the re-election of
members of the management body in order to ensure their smooth succession, the continuity of the Board
of Directors and the suitability of all its members.

The Board Appointments and Corporate Governance Committee is assigned the role, under Article 66 of the
Articles of Association, of overseeing the qualitative composition of the Board of Directors, establishing a
target for representation of the underrepresented sex and drawing up guidelines on how to achieve that
target.

The process for selecting candidates to sit on the Board of Directors and for re-electing existing directors is
governed, among others, by the diversity principle, fostering the diversity of the Board of Directors in order
to promote a diverse pool of members, and ensuring that a broad set of qualities and competences is
engaged when recruiting members, to achieve a variety of views and experiences and to facilitate
independent opinions and sound decision-making within the Board of Directors.
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The Board of Directors should ensure that the procedures for selecting its members apply the diversity
principle and favour diversity in relation to areas such as age, gender, disability, geographical provenance
and educational and professional background, as well as any other aspects deemed suitable to ensure the
suitability and diversity of its pool of members. Furthermore, it should ensure that such procedures are free
from implicit bias that may entail any degree of discrimination and, in particular, that they facilitate the
selection of female directors in the number required to achieve a composition that is balanced between
women and men.

Likewise, the Board Appointments and Corporate Governance Committee will ensure that the process
abides by the principles of equality and equity and that it is free from any form of discrimination, including
discrimination on the basis of age, disability or gender, without making any distinction by reason of race,
sex, religion or any other distinguishing feature, honouring dignity and ensuring equal treatment and
opportunities.

The following general principles will be followed when selecting candidates for the role of director and re-
electing existing directors:

1. The Board Appointments and Corporate Governance Committee will identify the needs of the Bank,
ensuring that the appointment or re-election favours both diversity on the Board and a Board
composition that is suitably balanced between independent directors, proprietary directors and
executive directors.

2. Candidates for the role of director must meet the requirements of repute, suitability and good
governance necessary for the performance of their role; in particular, they should have recognised
solvency, experience, qualification and training. Furthermore, they should have the necessary
availability and a high level of commitment to their role within the Institution.

3. When selecting candidates for the role of director, it will be necessary to consider the objectives,
parameters (professional competence, diversity, good repute and suitability) and procedures for
selection, assessment and appointment established in the Director Selection Policy and the
recommendations and criteria of the Good Governance Code of Listed Companies issued by the
CNMV.

4. The procedure will ensure that directors’ mandates are renewed in an orderly and well-planned
manner, safeguarding the continuity of the business and enhancing the corporate governance
system.

5. The procedure will ensure a compliant qualitative composition of the Board of Directors in which
external and non-executive directors should account for no less than the majority of the total
number of Board members. It will be necessary to ensure that there is a significant proportion of
independent directors among the external or non-executive directors.

The Board Appointments and Corporate Governance Committee, in compliance with its duties, has
implemented policies and measures to increase diversity in terms of gender, age, training, knowledge and
experience that contribute to the collective suitability of the Board, issuing a favourable report to the Board
on the re-election at the Annual General Meeting of the Chairman of the Board as Other External Director
(Josep Oliu Creus), proposing to the AGM the appointment of an Independent Director (Pedro Vifolas Serra),
the ratification and appointment of an Independent Director (Laura Gonzalez Molero) and the re-election of
another Independent Director (Aurora Catéd Sala), as well as issuing a favourable report to the Board on its
proposals for the re-election at the AGM of an Other External Director (Maria José Garcia Beato) and an
Executive Director (David Vegara Figueras).

The Board Appointments and Corporate Governance Committee, in compliance with recommendation 14 of
the Good Governance Code of Listed Companies, with the function assigned in section 4.17 of its
Regulations and with Banco Sabadell Director Selection Policy, verified, on 31 January 2024, that the
appointment and re-election agreements adoptedby the Annual General Meeting in 2023 were compliant
with the Policy. This verification has confirmed that the appointments and re-elections comply with the
parameters and requirements of both the Policy and prevailing regulations for the role of member of the
Board of Directors of a credit institution. The Committee also concluded that such appointments and re-
elections favour a suitable composition of the Board of Directors, by increasing and consolidating its
diversity, both in relation to the category of directors and in terms of the knowledge, skills and experience
they bring. This fulfilled the mandate of the Board of Directors and of the Board Appointments and Corporate
Governance Committee itself of contributing to increasing the diversity of skills within the Board. In
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particular, with the appointment of Pedro Vinolas Serra with a strong financial profile, specialising in
corporate finance and financial strategy, with a great knowledge of the Spanish and European real estate
sector, the diversity of banking knowledge and expertise has been enhanced and reinforced, especially in
corporate banking, accounting and auditing, risk management, prevention of money laundering and financing
of terrorism, responsible business practices and sustainability and academic skills of the Board, combined
with specific experience in the banking sector and the ability to apply such knowledge and skills to the
banking business, while broadening international experience.

In order to select candidates, the Board Appointments and Corporate Governance Committee relied on the
competency and diversity matrix of the members of the Board of Directors of Banco Sabadell, which defines
the skills and knowledge for directors. In addition, the Committee engaged external consultants who
provided profiles of candidates who met the skills prioritised by the Board Appointments and Corporate
Governance Committee.

As at 2023 year-end, there were five female Directors in Banco Sabadell, including four female Independent
Directors out of a total of ten Independent Directors and one female Other External Director.

The Board of Directors and the Board Appointments and Corporate Governance Committee are committed to
fostering diversity on the Board, ensuring that it has a sufficient number of female directors and promoting
compliance with the objective to increase representation of the under-represented sex. In Banco Sabadell,
in 2023 women accounted for 33% of the total membership of the Board of Directors, honouring the Bank’s
commitment expressed in Sabadell’s Commitment to Sustainability for 2023. They also account for 40% of
Independent Directors, in line with the Directive of the European Parliament and of the Council on improving
the gender balance among directors of listed companies and related measures. In fulfilment of the
commitment undertaken, the Board Appointments and Corporate Governance Committee agreed to submit a
proposal to the Board of Directors for submission at the 2024 Annual General Meeting regarding the
appointment of a female Independent Director to replace Independent Director José Manuel Martinez
Martinez, who resigned effective from the date of the Ordinary Annual General Meeting. This appointment
will increase the percentage of female Board membership, reaching 40% in 2024, thus fulfilling the Bank’s
commitment stated in Sabadell’s Commitment to Sustainability ahead of schedule.

In terms of the presence of women on Board committees, the Board Remuneration Committee is chaired by
a female Independent Director and female directors sit on all Board Committees. Female directors are a
large majority in the Board Appointments and Corporate Governance Committee and in the Board
Remuneration Committee (75% and 66.67%, respectively). There is equal representation between both
genders in the Board Risk Committee, while the presence of women in the Board Audit and Control
Committee is 25%. In the Board Strategy and Sustainability Committee, women account for 16.67% (on the
Strategy side) and 20% (on the Sustainability side), while in the Delegated Credit Committee, they represent
20%.

Diversity in the Board of Directors

2023 2022
Men 10 10
Women 5 5
Total 15 15

Data as at 31/12/2023.

6.4.2 Functional diversity

The Group establishes measures for the adjustment of workstations where required by people with different
abilities, in line with the occupational medicine service’s protocols relating to particularly sensitive
individuals. The Institution also assists employees with paperwork and formalities at the municipality,
autonomous community and State level that help to improve these employees’ wellbeing beyond a strictly
professional sense. Pursuant to the General Disability Law (Ley General de Discapacidad), it implements
alternative supported employment measures by hiring services and supplies from special employment
centres.
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The number of people with functional diversity in the Group as at December 2023 was 300.

2023 2022
Professional category Men Women Total Men Women Total
Senior management 5 4 9 4 4 8
Middle management 16 10 26 13 11 24
Specialist staff 86 118 204 92 117 209
Administrative staff 14 47 61 16 52 68
Total 121 179 300 125 184 309

Group data as at 31/12/2023. ‘Senior management’ includes executive directors, senior management, general management,
corporate directors and top management. ‘Middle management’ includes directors not included in the ‘Senior management’
category. In Spain, roles classified as technical roles are included in the ‘Specialist staff’ category, in accordance with the
Collective Bargaining Agreement for the Banking Industry.

6.4.3 LGBTIQ+ diversity

Banco Sabadell values diversity in all its forms as a fundamental pillar of our corporate culture. The
Institution firmly believes that fostering an inclusive and dive